#L-1027 ns33f
10/08/87

Memorandum 8§7-79

Subject: Study L-1027 - Accounts (Review of Comments on Tentative
Recommendation)

This summer the Commission distributed for comment its tentative
recommendation relating to distribution and discharge. We have
received the letters attached as Exhibits 1 to 18 that include specific
comments on the recommendation. The comments are analyzed in the
attached draft of the recommendation following the sections to which
they relate.

A number of these 18 letters zalso include general support for the
recommendation. In addition, we have received several other letters
expressing general approval of the recommendation without further
comment, The persons expressing general support or approval are:

Henry Angerbauver, Concord

Wilbur L. Coats, Poway

Judge William E. Fox, Paso Robles ("I feel that these
amendments will be a great improvement over the old law
and will save a lot of time, trouble and expense.™)

Sandra S. Kass, Los Angeles (Exhibit 11)

Richard E. Llewellyn II, Los Angeles {(Exhibit 16)

Executive Committee of the Probate and Trust Section of the
Los Angeles County Bar (Exhibit 7) ({"With these few
minor exceptions, this Recommendation appears in
excellent form for presentation to the Legislature.”)

John G. Lycns, San Francisco {Exhibit 10} ("I believe the
proposed changes would be very helpful.”)

Charles E. Ogle, Morro Bay

Ruth A. Phelps, Burbank (Exhibit 5)

Jeffrey A, Dennis-Strathmeyer, California Continuing
Education of the Bar (Exhibit 13)

Judge Robert A. Willard, Ventura {(Exhibit 9) ("In my opinion
they have substantial merit 1in both clarification and
improvement of the statutes involved.™)

(Exhibit 9)

Respectfully submitted,

Nathaniel Sterling
Assistant Executive Secretary
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Memo 87-79

EXHIBIT 1 Study L-1027

MYRON W. CURZON
ATTORMNEY AT LAW
208 WEST E1GHTH STREET, SUITE 40S
LOS ANGELES, CALIFORNIA 90011

213-623-5163

August 13, 1987

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Alto, California 94303-4739

Re: Tentative Recommendation relating to
Probate Law and Procedure - Accounts
July 1987

Gentlemen:
Here are my comments.

Waiver of account - The provisions for waiver of account should not
be limited to persons "entitled to payment from the estate.'" Rather,
waiver should be obtained from persons who make claim upon the estate
whether or not such claim is eventually successful. Additionally,
where the distributees of the estate are trustees of a trust, either
intervivos or testamentary, where the beneficiaries of the trust are
persons other than the named trustees, waiver must be joined in by
each and all of the beneficiaries of the trust.

Account - It is not clear that the tentative recommendation requires
an itemized specification of the assets on hand to be distributed,
whether or not there is a proper waiver of account, such specification
should be provided for.

Very truly yours,

Myron W. Curzon

MWC/sg



Memo 87-79 " EXHIBIT 2 Study L—1627

Everett Houser

Attowmey at Law
5199 E. Paaific Coast Highway #5058

Lang Brack, Calif. 90804-3307
{2131 498-3955

Aug. 13, 1987

Law Revision Commission
4000 Middlefield Rcad D2
Palo Alto, CA 94343

Re: Probate Tentative Recs

Thank you for the shipment of tentative recommendations,
I respond as follows:

L-1025 - no comment
IL— 1938 - no comment
L-1048 - No comment

L. 1027 - Accounts. I have comments on this part of the law.
It occupies an important part of a probate attorneys time.

§10354 - The words "each person entitled to payment or
distribution " are sure to cause argument. You explain them in
a note. Why not say "Unpaid creditors who have demanded special
notice"?

§11001 (1) This matter about challenging creditor's claims
already approved and allowed is a sore point with me. I presume
you are keeping the same procedure of submitting creditors claims.
They have been examined for validty and propréty once,
presumably by the Judge himself. Yet all the fuss and bother is to
noavail when the account is filed. Here is duplication of
effort. If I were going to simplify things, I would make the
filing of creditors claims strictly optional. Executors would like
to be able to pay claims and not fear reversal. What good does
it do to file claims and have them approved if they can be
challenged on the account? A creditor of the deceased should be
willing to wait four menths for payment when death stays the hand
of the debtor.

Very truly yours,
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Memo 87-79 EXHIBIT 3 ' Study L-1027

Framk M. SWIRLES

(819) 756-2080

Law CORPORATION

August 15, 1987

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Altoc, California 94303

Re: July 1987 Tentative Recommendations relating toc Probate
Law and Procedure - Accounts

Gentlemen:

Your tentative Section 10900 - Contents of account - does not
address the issues of "trust (or estate) accounting income”,
"taxable income", nor "distributable net income”.

The first, trust (or estate) income, bears directly on the
principal and income act which you have now succeeded in shifting
to the new trust law. An alarming number of wills (and trusts)
are silent as to instructions to the fiduciary regarding
allocations of principal and income, and fall back heavily on the
principal and income act. I believe that the effect of this act
should be an essential part of every accounting. In cother words,
that an accounting should clearly indicate what the fiduciary has
done as to allocations of principal and income, and the result.
Only by doing that is it possible to determine the value of the
corpus.

For example, in a recent trust account I handled, I inserted the
following language in the account, plus an exhibit 3, per the
attached:

"In addition to the regular accounting which has been
presented to the Court in all previous Account Current,
petitioners have set forth in Exhibit 3, incorporated herein by
reference, the complete allocations between principal and income
required by them, as fiduciaries, under the California Revised
Principal and Income Act now incorporated in the California
Probate Ccde as section 16300, et seqg. Specifically, trustee
fees have been allocated according to section 16312(b)(5),
litigation expenses and extraordinary accounting fees have been
charged to principal in accordance with section 16312(4)(2),
etc., Petitioners allege that such allocations between principal
and income represent their understanding of trust accounting
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Framk M. SwIRLES

61 75&8-2080

LAW CORPORATION

principles, and are the result of their exercise of judgment as
to the character of trust receipts and disbursements, that said
allocations have been made according teo law and the trust
instrument, and that the result of the allccations accurately
reflect the character of the trust corpus as of March 31, 1987."

Your proposal merely suggests that receipts and disbursements be
included in the account, which, in my mind, is inadequate. The
account should show what the fiduciary has done and the results
of those actions.

The second and third issues, taxable income and distributable net
income, are important, I believe, because of the recent changes
in the federal and state estate taxes. There are fewer and fewer
forms 706 being filed because of the unlimited marital deduction,
and the IRS is shifting a lot of manpower to audits of 1041's.
Few CPAs, and even fewer lawyers, are competent in this field,
but they should be if they are going to be filing such returns.
I am sure that it would require cooperation between the attorneys
and the accountants to put together accurate exhibits for court
accountings showing taxable income and distributable net income,
but that is the kind of cooperation we have been told for years
should exist in trust and estate administration. Such exhibits
would take some of the mystery out of accounts, and be the basis
for fiduciary income tax returns so that the whole thing would
hang together.

I don't have any concrete suggesticon as to a format for such
exhibits, but perhaps one exhibit showing all 3 allocations,
something like the attached, may be suitable. In any event, I am
sure that Jerry A. Kasner at Santa Clara would be glad to make

Enclosures



EXHIBIT 3

Trust_Allocations of Principal and Income

Dates  Total Aszets Principal

on hand

0-18-71 JRIInD. 6%
p4-01-7%  339B0S.7%

03-31-14 SHeE.T2

03-31-75  BAI724.84

03-31-7% E36390.53

03-31-77 940998, 74

§73005.45

Incone
* ] :
12082, 45 QL 5 B
1249348 12493.48
~S00H, 00 5004, 00
76050 =740, 90
-21%,05 213,05
- 148001.94
295117.02 192690, 70
B2s2.00 =B252.00
=2M2.34 2H A3
-S104,00 0104,00
7L -
- 355639. 41
292239.%7 " 551485,47
-206,5% 206,50
=350, 00 500,00
~11438.40 11478,00
=000, 0} 1000,
- 12665. 6%
274094,87 SE029%. 65
~21532.98 Z1532.88
-5904}, 0N BT, (30
-2b750, 0 26750.00
122.75
BIB70.46
. 219639, 74 721347,
25000100 =25000,00
7500, (0 -37500, 00
=000, 000,00
-9759.75 9759.75
-§11.07 794,07
STOb6. 71
2h0365. 92 17%1B.28

Date

3-24-73
4-5-73
10-26-73

=31-1

od Ead Lod e
[}
)

b-14-T4
1-4-77

1-20-77
3=
-31-77

4

05-09-77
01-05-78
(4-01-78
04-27-78 .
2-27-78

03-31-78

Trancaction

First Rccount Current

Gross transfer {from estate

Incore earred during est. admin.
Prokate fees % commissions

Bequest to surviving spauce

Capital gain on sale of stock
Estimated 28% capital gain tax

Net income after tares, distributions
and expences chargesble to incose

Total assets = Principal + Income

Capital gain on sale of stock
Estimated 28% capital qain tax
Trustee fees

fd justrent . to stock

Net income after taxes, distributions
amd enpenses chargeable to incame

total assets = Frincipal + Income

Capital loss cn sale of stock
Appraisal of Corpus Fee

Trustee fees

Extraordinary Legal Fees

Het income After taxes, distributions
and expenses chargeable tp income

Begin Second Account Current

Capital loss on stacks sold

Trustees fees

Legal fees in defense of corpus

fd justment to inventory

Net income after taxes, distributions
and expenses chargeable ta income

Begin Third Account Current

Sale of oil interest

Sale ef oi] interest

Legal fees in defense of corpus
Trustee fees

Legal fees in defense of corpus

Met income after tawes, distributions
and expenses chargeable to income

Total assets = Frincipal + Income



n3-31-78

0I-3i-719

03-31-80

F9B055. 45

15532

10074%1.83

16725019

EXHIDIT 3

17905547

26038592 737649.52
500, (0 -5500,00
~10674. 18 10534, 19
-7776.59 . 777658
688,70 4859.38
-1484,74 1444, 34
-2278,9% 2278, %%
~H6702, 13

274653.48 874255, B4
-4887. 14 4337, 16
-§54. 74 854,24
-958,09 958,07
-10544. 47 10544, 62
2000, 00 2000, 00
-4847.24 4967, 24
- 7050, 42 7050, 42
-1929, 32 1929.32
-541.25 541,25
Q227R.56

202261, 14 BOD170,74
e AR -2921,70
-1078.49 1028, 47
-e935,79 2935,7%
-2612.99 2612.99
~12004, &0 12008, 0
-4886,51 8864,51
~2355.64 2355, 49
~1500, 54 15010, 51
©-2070,44 2470, &4
2658.00 -2658,00
89170.08

913584, 79

07-12-7

Hh-H-74
(g-1¢-78
10-29-78
12-20-78
n3-25-79
03-31-79

.

05-25-79 *
26-28-79
8067
95-04-79
03-04-79

In-32-7

01-19-Bi
2-27-B0
1x-29-89
03-31-B-

07-31-80
04-17-69
(5-27-B0
7-03-80
(9-0%-80
(9-04-E0
19-23-80
01-22-81
02-20-81
03-31-81
03-71-81

Begin Fourth Account Current

Procesds from sale of stock

Trustee fees

Legal fees in dofense of corpus
Legal ‘fees in deferse of corpus

Legal fees in defence of corpus

Legal fees in defence of corpus

Met income after taxzes, distributions
and expenses chargeable to incoae

Fegin Fifth Account Current

Legal fees in defense of corpus

Legal fees in defense of corpus

Legal fees in defense of carpus
Trustee fees

Funeral deposit for prime beneficiary
Legal fees in defenze of corpus

Leyal fees in defenze of corpus

Legal {fess in defense of corpus

Legal fees in defense of rorpus

Net income after tares, distributicns
and expenses chargeable to incame

Begin Sixth Account Current

Szle of bond

Legal fees in defenze of corpus

Legal fees in defense of corpus

Legal {fees in defense of corpus
Trustee fees

Legal; fees in defense of corpus
Legal fees in defense of corpus

Legal fees in defence of corpus

Legal {fees in defense of corpus

Bond redeesed during accounting perio
Net income after tares, distributions
and expenses chargeable to income

Total assets = Principal + income
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03-21-81

#3-71-82

03-I1-83

03-31-84

14-30-84

1092401,58

HTEL 10

HEAZEE T2

1e1r49, 35

EXHIBIT 3

179055, 47 913544, 29
-15781,52 15981,52
-14717.78 14%917.%8
-I117.58 317,50
~| 20 9 12200, 49
~14147.95 16147.65
-R204, 1] g204, 11
=5000, ) 3000, 07
-4321.59 4421.59
-2440, 408 2944, 43
=S, 0 S000,00
-1 78,53 128.53
=40, 17 45,12
~14634.50 1654, 50
- B4729. 14
89800, 72 1087730, 7B
-14076,21 14¢76.21
-41.37 47,37
- 199688, 76
15587714 1297520, 72
R3S ) PN -253291.71
-15137.94 15137.99
-1271.13 127112
. 415,73 115,75
AR
412975.49 367104, 20
=2979.00 2879, (%)
-1219.35 1219.55
-1175.00 175,00
=280,.00 10,00
-1872.0¢ 1872, 00}
-215755.97
405769, 94 75895%,78
-1700,00 1700, 00
-7647.20 2047.20
15204, 3B 15204,733
-83283.2
CBSRIB. 3 fE5721.99

H4-014-B1
ne-22-91
47-07-81
07-27-81
03-19-81
{9-26-81
R-23-81
i1-14-8§
[2-04-91
nj-20-82
0l-78-82
03-22-82
03-31-B2
03-71-82

7-23-
1n-1

(3-3

[ —

o o g
Ld b3 RJ

19-03-83
07-27-83
(9-08-83
(3-21-84

15-31-B4

04-19-89
05-014-B4
056-18-B4
07-15-84
11-02-84
11-30-p4

n2-11-85
02-03-85
O3-29-05
¢3-3§-83

Pegin Seventh Account Current

Legal fees in defense of corpus
Legal fees in defense of corpus
Legal fees in defense of corpus
Legal fees in defence of Corpus
Trustee fees

Legal fees in defenze of corpus
Fee for sppraisal of corpus

Legal feec in defenze of corpus
Legal fees in defenze of corpus
Lpgal fees in defense of carpus
Legal costs in defznse of corpus
l.egal costs in defense of corpus
Loss on zale of bond

Met incore after taszec, distributions
and expenzes chargeable to incose

Begin Eighth Account Current

Trustes fees

Le3al costs in defense of cerpus

Het inzowe after taves, distributicns
and e:pences chargeable to income

Begin Minth fccount Current

Settlement of Argo Fetrpleun law suit
Trustee fees

Legal fees in defense of corpus
Cepital gain on matured bend

Het income after tases, distribubions
and expenses chargeable to income

Pegin Supplemental Account to Ninth
Account Current

Legal fees in defense of corpus

Legal fees in defense of corpus
ficcounting fees in defense of Corpus
Legal fees in dzfense of corpus

teqal fees in defense of corpus

Met income after taves, distributions
and expenses chargeable to income

Begin Tenth Account Current

Legal fees in defense of corpus

Legal fees in defense of corpus
Trustee fees

Het income after taxes, distributicns
and expenses chargeable to income

Total fssets = Principal + Incore



03-31-85  1021040.35

03-31-96 90182092

3-31-87 94372770

¥ fdjustmement to gross

JB5R1B. 36 §753221.77
840,00 -B40. 00
110,495 -110.85

~Z415.00 241500
~4334.82 434,82
-4452. 16 4En2, 18
~11%.%4 118194
-146B8.3% 14588.3%
-378.90 378,00
-0909.32 5909, 32
~§£22.20 8522,20
-1735.78 1744.78
=34, 0 ML
-9g7. 00 987,00
-179208,53

4549240 8632 2

1217.00 -1217.00

-B91,50 B7L.50
-1135.54 RIRNAT
=204, 90 204,90
-2b15. 04 2615.04
~14407,53 14407,53
-2312.75 R R
-10715.57 10715.57
-612.26 635,26
-2040, 55 2040, %5
-801.95 801,95
-14474. 68 1447464
=13000, 00 150K G0
41893.88

205497, 14 6b422%.%6

tranzfer from estate;

Gross:

Add:

Less:

Nat:

EXILBIT 3

01-16-25
£r1-74-85
(4-11-83
05-05-83
05-05-85
07-09-85
13-19-£5
11-0B=85
19-(02-95
12-12-85°
D1-D6-84
0f-14-85
f12-08-B6
03-31-Bb

(9-17-E6
NE-11-Bb
07-05-B4
(7-15-B4
N2-05-8h
03-03-85
09-13-24
in-7-85
§3-22-87)
Ni-04-84
05-15-Ph
n3-2B-37
43-30-87
2-31-97
0I-21-87

Begin Eleventh Account Current

Weet Ttala shares tendered
Weststates Fetroleum liquidation
Legal fees in defense cf corpus
Legal fees in defense pf corpus
Legal fees in defense of corpus
Legal fees in defense of corpus
Trustee fees

Legal fees in defense of corpus
Legal fees in defense of corpus
Legal fees in defense of corpus
Legal fees in defenze of corpus
Legal fees in defense of corpus
Leqal fees in defenze of corpus
Het incane after tazes, distributions
and expenzes charzeable te income

Begin Twelfth Account Current

Legal fees reirbursed

Legal deposition expense - corpus
Legal fees in defense of corpus
Legal deposition expenze - COrpus
Legal fees in defense of corpus
Trustee fess

Legal fees in defense of corpus
Legal fees % costs in defense

of corpus

Legal fees in defense Df Corpus
Legal fees in defenze of corpus
Court Reporter - corpus litigation
Legal fees in defenze of corpus
ficcounting fees - defense af corpus
Het income after tawes, distributions
and expenses chargeable to incoss

Pegin Thirteenth Accounting Period

I6I200. 6%

118,75 stocks not in inventory
2774214 income during administrati

t7500,04 Home not included in btrust

T

39756, 79 adjustrent to joint venture

33990577



Accounting Income

Taxable Tncome

Net rent

15,000 15,000
bividends 10,000 10,000
Exempt 5,000 -
Loss - 3,000
Fee (2,500) {5,000
CPA fee (500)* {(1,000)
Interest (3,000) -
Depreclat. - k% (5,000)**

*

DNT

|, 000

14, 000U
5,000

(5,000)
(1,000}
(3,000)

This is the way 730.13(a)(4) would probably split the
fee, but was this for a courl accounting, or otherwise?

Court

accounitings only report trust or estate accounting inrome, not

taxable income, and not DNI.

* %

Hote that depreciation 1s never a parlt of DNI.

It may

or may not be a part of accounting income, depending on the

document.,

All the tax exempt interest expense must be pro rated to all
the other deductions - thereby reducing them - such as to the
trustee fees, the accounting fees, etc. But, costs attributable

to items of income must be allocated first.

allocate maintenance against rental income,
general expenses against Lhe various items of income in the

discretion of the trustee,

For example,
Second, pro ratlte the

except that if any expense relates to

tax exempt income, it is first allocated to that income.

(Estates and trusts are not characterized as "pass’ through"

enlities such as partnerships and sub S corporations.

Trusts and

estate do pay Laxes in certain circumstances, but the others do

not. )

11
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Memo 87-79 - EXBIBIT 4 Study L-1027

August 17, 1987 ) Our FiLe NuMaer
= ; : 9911.81-35

Mr. Jochn H. DeMoully. Executive Secretary
California Law Revision Commission

4000 Middlefield Road, Suite D-2

Palo Alto, California 94303-4739

TENTATIVE RECOMMENDATION RELATING
TO PROBATE LAW AND PRCCEDURE
ACCOUNTS, JULY 1987

Dear John:

The National Fiduciary Accounting Standards Project
("Fiduciary Accounting Project") (copy attached) was a
valuable addition to the literature concerning fiduciary
accounting.

Computer scoftware has been develcoped for the use of
probate practitioners based upon the Fiduciary
Accounting Project. In my opinion, the statutes of
California should prescribe that the accounts described
in Part 8 conform to the standards of the Fiduciary
Accounting Project. It would be particularly important
to impose upon all the probate courts of the state a
requirement of uniformity in the form of accounting so
that costs of probate can be lowered by permitting
lawyers to use a standard format that can be produced by
existing computer programs.

The Fiduciary Accounting Project has been adopted as the
standard by many other states and there is a movement to
try to persuade all states to adopt the format of the
Fiduciary Accounting Project.

In my opinion, the format of the Fiduciary Accounting
Project accomplishes everything in the July 23, 1987
Tentative Recommendation relating to accounts.

- 2 e Ty - - - 5 e mmm s P - C e mmea— . ReSTIR



Mr. John D. DeMcully
August 17, 1987
Page 2.

I do not agree with the policy in PC 10954(b) that
creditors must join in any waiver of accounts. As a
practical matter, that creates a bargaining position
for doubtful claimants. In addition, there may be many
emall creditors. No waiver by a creditor should be
required unless the claim is a big claim; e.g., more
than 10% of the estate. It would be far better if the
fiduciary can attest that all known claimants have been
paid or provided for and permit a waiver of accounting
by the real parties in interest.

I believe it would be important to address two questions
relating to attorney fees. First, can the contestant
obtain fees from the estate (i.e., can a contestant be
assisted in a situation where the contestant has a
substantial interest in the estate)? Second, what
limits should be imposed on the fees of the fiduciary
(or his attorney)? For example, are fees recoverable if
the fiduciary has failed to account in a timely fashion
or has failed to provide a correct or adequate
accounting or failed to give notice.

In short, more attention needs to be given to the
economics of disputes over an accounting. I recognize
that the Commission Recommendations or Rules of
Procedure in probate deal with costs but the analysis
does not glearly deal with accounts.

Yours g£incerely,

Luthgr"J. Aver

LIA:bal
841.8

Enclosure
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Committee on National Fiduciary
Accounting Standards

American Bar Association: Section of Real Property, Probate and Trust Law
(Charrman of Project Comoultegt

Morman H Brown

Bailard. Spanr. Andrews & ingerscl

30 South 17th St Philadelphia. Pennsylvama 19103

(215) 564-1800

American Bankers Association: Trust Division
Charles G. Daiton

Vice President, Chicago Title & Trusl Company

111 West Washington St.. Chicago. llinois 60602

{312) 630-2000

American Coflege of Probate Counsel

Mary E. Brickner

Fairfigld & Woods

1536 First Natgnal Bank Building, Oenver, Colorado 80202
{303) 534-6135

American Institute of Certified Public Accountants

Richard O. Grey

Grey. Buckno & Company

Masomic Temple Buiiding, 1524 Linden St.. Allentown, Pennsylvania 18102
(215) 821-8580

Mational Center for State Courts

Geolfrey W. Peters

300 Mewporl Avenue
williamsburg, Virginia 23185
(B4} 253-2000

Mational College of Probate Judges
Judge William W. Treat

PO Rox 498, Hamplon. New Hampshire (3842
(603) 926-6311

Uniform Probate Code Project

Protessor Aichard V. Wellman .
University of Georgia Law School. Athens. Georgia 30602
(404) 542-7542

Project Reporter

Professor Aober Whitman

University of Connecticut Law School, Greater Hartford Campus. West Hanford. Connec-
neut 06117

{203) 523-484
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/ Uniform Fiduciary
Accounting Principles and
Model Account Formats = /

September, 1979

Project Coordinator
{Contact for nfarmation on project or aoditional copres)
John C Aubnka
Department ol Policy Research
Yegge. Hail & Evans
2800 Energy Center One
717 Sevenieentn Street
Denver Coloraco B0202
13031 573-5022
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Report of Fiduciary Accounting Standards Committee

Scope of the Project

= Fiduviars Accountng does not have one commonly understood meaning. Inoa broud sense. it can mean the
entire process whereby a liduciars — normuaily a personal representatire. trustee or guardian — communicates infor-
mation on en on-going busis regarding his administration of u fund and periodically justifies his administration to the
partics tn interest and. perhups, to i court. Inanother sense. it may be the process whereby a fiduciary — here more
often a trustee — periodivally keeps parties in interest currentls informed of transactions and investment policies
being tolluwed.

In u parrower sense, 10 which this report is directed. a fiduciary accounting may refer to the statement prepared
by a fiduciary at the close of his administration of 2 fund (or at some appropriate intermediate slage) to reflect
transactions that have veeurred und o be presented te the purties in interest as part of a process whereby the fiduciary

“seeks discharge fram liabdity for the events disclosed.

There i~ undoubtedh much that can be accomplished to improve the general administration of estates and
trusts. A brogd studs of aur basiv fiductuey accounting models could leud to dramatic change in the future. Butsucha
study as well as general guestions regarding what constitutes fair and adequate procedures in a large variety of
circumstances remain beyvond the sweope of this project.

Advantages to be Gained from Uniformity

The manner in which a fiduciars records receipts and disbursements und gains and losses from investment
Juring the course of adminisration i~ commaonls diceaed by local practice. court rule or statuez. In many
iurisdictions there s a lack of clarits or consisteney regarding the form and content of such an accounting. A uniform
form of aecount and the creation of gurding principles of accounting would be a most helpful deveivpment.

Through the development of a uniform form of account the forms that are now in use can be improved. It would
ot be expedied that immediate change 1o o moded account tormat would be required of corporate fiductaries with
sahstafitia] tntestments in computer programs but ultimately . standardization of forms will permit more effective
utdrsaton of machine record heeping technigues and stenificant cost savings. Standards for aeceptable accounting
practices will pros ide neaded suidehines.

Since proprsed standards can be llustrated by exumple, we have focused on form and content of a statement of
tramsactions. recognizing that a proper form ot account is important whether the account is to be presented in court or
emplosed as part of an informal settlement process between i Fiduciary and beneficiaries.

Performance Accounting Distinguished

v effort fas been e to stundardize that Kind ot fiduciary accounting which is directed toward un analysis of
the imveshinert pertormnanee of o fund. Accounts of this 1ype are often distributed to beneliciaries by corporate
Brdue et regalar imterials, generally one year or less. und contain statements of receipts. disbursements and
assets ot hasd at the close o the perivd, The stutement of assets customarily discloses additional informution such as
el o Lin Pusis, cUment market sabue, current s iehd expressed sometumes both in dollars and as a percentage vl cost
of rarset. asd mas ~how e distnhution of insestments aniong various categories such as bonds and stocks with
wehilivivion ot sionhs by industny These statements can be immensely valuable. both as un aid to the fiductary in
aaly g the siocture oF the porttolio. and tor the information of beneNciaries. Indeed. because this form of repon
retleets it aialy sos curreitt amve stk nt potivs . it mas be described as more positive und forward looking than un
anratie sl ed e oot of past trsactions which i~ commonds used s a basis for discharge from responsibility for
Pl acts Howoa o, aoeountings ot this fupe are fundamentadls different in purpose from the traditionul concept of
dischiaree acenuntizg = o Bduciars . There are inherent imuations thar tend to restrict their use to professional
mstutonabized fduciaries. and the need tor establishnient of standards appears to be less pressing than in the
sonventional ared of discharge acoounting.




Basic Objectives and General Standards of
Fiduciary Accounting

The fundamental objective of an account should be to provide essential and useful information in a meaningful
form to the parties interested in the accounting process. [t is also important that the account should be sufficiently
stmple to enable its preparation without unreasonable expense to the fund. or undue distraction from the on-going
administration of the estate. Finally. although the parties should understand the nature of the accounting process and
the need to protect their interests, the relationship of trust and confidence existing between the fiduciary and the
beneficiaries is itself important and the account should not be presented in 2n adversary format that will unnecessar-
ily impair this relationship.

Compating Goals

Maximum clarity, fuil disclosure and complete description and explanation of all events to be disclosed appear
to be standards that all would accept. But, in combination, they may present many difficulties. For example, clarity
may be obscured by the detail that is required for a disclosure that omits nothing. Full explanation of ali investment
decisions might produce a massive document that few beneficiaries would read. On balance. a set of flexible
principles keyed to the standard of good faith supponts the utmost protection of the parties and permits accounting
standards to change and mature as circumstances require.

Fiduciary accounts rareiy will be identical. [n addition to the predictable variables of the size and composition
of the assets, the period covered and the position of those interested, the significance of panticular issues in a
controversy may be illuminated by special accounting treatment of some portion of a fund. This suggests that a
fiduciary should have enough flexibility to state an account in the manner best adapted to the particular cir-
cumstances and discourages any effort to prescribe a totally rigid format. Accordingly. the following principles are
suggested as general standards for fiduciary accounting.

Model Accounts

Sample Executor's and Trustee's accounts are attached to illustrate the application of the suggested standards
for fiduciary accounting.
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Fiduciary Accounting Principles

i. ACCOUNTS SHOULD BE STATED IN A MANNER THAT IS UNDERSTANDABLE BY PERSONS WHO
ARE NOT FAMILIAR WITH PRACTICES AND TERMINOLOGY PECULIAR TO THE ADMINISTRATION OF
ESTATES AND TRUSTS.

Commentary: In order for an account to Fulfill its basic function of communication. it is essential that it be
stated in 2 manner that recognizes that the interested parties are not usually familiar with fiduciary accounts. Itis
neither practical nor desirable to require that accounts be tailored to meet individual disabilities of particular parties
but any account should be capable of being understood by a person of average intelligence, literate in English. and
familiar with basic financial terms who has read it with care and attention.

Problems arising from terminology or style are usually a reflection of the fact that people who become versed in
a particutar form of practice tend to forget that terms which are familiar and useful to them may convey nothing to
someone else or may even be affirmatively misleading. For exampie. the terms "*debit’” and *“¢redit™" are generally
incomprehensible to people with no knowledge of bookkeeping and many people who are familiar with them in other
contexts would assurme that in the context of fiduciary accounting, the receipt of an item is a ““credit”” to the fund
rather than a “"debit™ to the fiduciary.

While the need for concise presentation makes a certain amount of abbreviation both acceptabie and necessary,
uncommon abbreviation of matters essential to an understanding of the account should be aveided or explained.

No position is taken for or against the use of direct print-outs from machine accounting systems. The quality of
the accounts produced by these systems varies widély in the extent to which they can be understood by persons who
are not familiar with them. To endorse or object to a direct print-out because it is produced by machine from
previcusly stored data would miss the essential point by focusing attention upon the manner of preparation rather
than the preduct.



Fiduciary Accounting Principles

Il. A FIDUCIARY ACCOUNT SHALL BEGIN WITH A CONCISE SUMMARY OF ITS PURPOSE AND CON-
TENT.

Commentary: Very few people can be expected to pay much attention to a document unless they have some
understanding of its general purpose and its significance to them. Even with such an understanding. impressions
derived trom the first page or two will often determine whether the rest is read. The use that is made of these pages is
therefore of particular significance.

The cover page should disclose the nature and function of the account. While a complete explanation of the
significance of the ucvount and the effect of its presentation upon the rights of the parties is obviously impractical for
inclusion at this potnt, there should be at least a brief statement identifving the fiduciary and the subject matter,
noting the importance of examining the account and giving an address where more information can be obtained.

{tis assumed that the parties wouid also have enough information from other sources to understand the nature of
their relationship to the fund (e.g.. residvary legatee, life tenant. remainderman). the function of the account. and
the obligation of the fiduciary to supply further relevant information upon request. Itis also assumed that rmotice wil}
be given of any significant procedural considerations such as limitation on the time within which objections must be
presented. This would normally be provided by prior or contemporaneous memoranda, comespondence or discls-
S10ns.

A summary of the account shall also be presented at the outset. This summary. organized as a table of contenis.
shall indicate the order of the details presented in the account and shall show separate totals for the aggragute ot the
assets on hand at the beginning of the accounting period: iransactions during the period: and the assets remaining on
hand at the end of the period. Each entry in the summary shall be supported by a schedule in the account that priwides
the details vn which the summary is based,
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Fiduciary Accounting Principles

. A FICUCIARY ACCOUNT SHALL CONTAIN SUFFICIENT INFORMATION TO PUT THE INTERESTED
PARTIES ON NOT.CZ AS TO ALL SIGNIFICANT TRANSACTIONS AFFECTING ADMINISTRATION
CURING THE ACCCUNTING PERIOD.

Commentary: The presentation of the information i an account shall allow an interested party to follow the
progress ot the fiduciars s adminntration uf assets during the accounting period withoul reference to an inventory or
curlier accounting that s not included in the current account.

AN secount s not complete it it does not atemize assets on hand at the beginning of the accounting period.

Mustrations:

3.1 The first account for a decedent's estate or a trust should detail the items received by the
fiduciary and tor which he is responsible. it should not simply refer to the total amount of an inventory
filed elsewhere or assets described in a schedule attached to a deed of trust,

3.2 In later accounts for an estate or trust, the opening balance should not simply refer to tha total
value of principal on hand as shown in detail in the prier account, but should list each item separately.
Instead of retyping the complete list of ussets in the opening balance. the accountant may prefer to attach as an

exhibit a copy of the inventory, closing balance from last account, ete., as appropriate.

Transactions shatl be described in sutficient detait to give interested parties notice of their purpose and effect. It”
should be recognized that oo much detail may be coenterproductive to making the account understandable. In
accounts covering long periods or dealing with extensive assets. it is usuaily desirable to consolidate information.
For instance. where income from a number of ~securities is being accounted for over a long period of rime. a
statement of the total dividends received on cach security with appropriate indication of changes in the number uf
shares held will be more readily understandable and easier to check tor completeness than a chronological listing of
all Jividends received.

Althouph detat should generally be avoided for routine transactions, it will often be necessary to a proper
uaderstanding of an event that is somewhat out of the ordinary.

lllustrations:
3.3 Extraordinary appraisal costs should be shown separately and explained.
3.4 Interestand penalties in connection with tate filing of tax returns shouid be shown separately and
explained.
3.5 Anextraordinary allocation between principal and income such as apportionment of
proceeds of property acquired an foreclosure should be separately stated and explained.
3.6 Computation of a formula marital deduction gift involving non-probate assets shouid
be explained.



Fiduciary Accounting Principles

V. A FIDUCIARY ACCOUNT SHALL INCLUDE BOTH CARRYING VALUES — REPRESENTING THE
VALUE OF ASSETS AT ACQUISITION BY THE FIDUCIARY — AND CURRENT VALUES AT THE
BEGINNING AND END OF THE ACCOUNTING PERIOD,

Commentary: In order for transactions (o be reported on a consistent basis, an appropriate carrying value for
assets must be chosen and employed consistently.

The carrying value of an asset should reflect its value at the time it is acquired by the fiduciary {or a predecessor
fiduciary). When such a value is not precisely determinable. the figure used should reflect a thoughtful decision by
the fiduciary. For assets owned by a decedent, inventory values or estate tax values — generally reflective of date of
death values — would be appropriate. Assets receivedin kind by a trustee from a settlor of an inter-vivos trust should
be carried at their value at the time of receipt. For assets purc hased during the administration of the fund. cost would
normally be used. Use of Federal income tax bases for carrying value is acceptable when basis is reasonably
representative of real values at the time of acquisition. However, the carry-over basis rules introduced by the Tax
Reform Act of 1976 will tend to produce atax basis that is materiaily different from the real value of assets owned by
a decedent. Use of tax basis as a carrying value under those circumstances could be affirmately misleading to
peneficiaries and therefore is not appropriate.

In the Model Account, carrying value is referred to as “fiduciary acquisition value.”" The Model Account
establishes the initial carrying value of assets as their value at date of death for inventoried assets, date of receipt for
subsequent receipts and cost for investments. No adjustment is made for subsequent receipts such as sale of rights.

Carrying value would not normally be adjusted for depreciation.

Except for adjustments that occur normally under the accounting system in use. carrying values should
generally be continued unchanged through successive accounts and assets should not be arbitraniiy **wrilien up " or
*written down.”’ In some circumstances, however, with proper disclosure and explanation, carrying value may be
adjusted.

lHlustrations:

4.1 Carrying values based on date of death may be adjusted to reflect changes on audit of astate or
inhsritance tax returns.

4.2 Where appropriate under applicable local law, a successor fiduciary may adjust the
carrying vatue of assets 10 reflect valueg at the start of his administration.

4.3 Asssts received in kind in satisfaction of a pecuniary legacy should be carried at the value used
for purposes of distribution.

Though essential for accounting purposes, carrying values are commonly misunderstood by laymen as being a
representation of actual values. To avoid this. the account should include both current values and carrying values.

The value of assets af the beginning and ending of each accounting period is necessary information for the
evaluation of investment performance. Therefore, the account should show current values at the start of the peniod
for all assets whose carrying values were established in a prior accounting period.

llusatrations:

4.4 The opening baiance of the first .ccount of a testamentary trustee will usually contain assets
received in kind from the executor. Unless the carrying value was written up at the time of distribution
(e.9., 4.2 or 4.3 supra) these assets will be carried at a value established during the executor's administra-
tion. The current vaiue at the beginning of the accounting period shouid also be shown.

4.5 Anexecutor's first account will normaliy carry assats atinventory (date of death) values or cost.
No separats listing of current values at the beginning of the accounting period is necessary.

Current values should also be shown for all assets on hand at the close of the accounting period. The date on
which current values are determined shall be stated and shall be the last day of the accounting period, or a date as
close thereto as reasonably possible.

Current values should be shown in a column parallel to the column of carrying values. Both columns should be
totalted.

[n determining current values for assets for which there is no readily ascertainable current value. the source of the
value stated in the account shall be explained. The fiduciary shall make a good faith effort 1o determming realistic
values bur should not be expected to incur expenses for appraisals or similar costs when there 15 no reason W expedt
that the resulting information will be of practical consequence 10 the administration of the estate or the proteciion of
the interests of the parties.



Hiustrations:

4.6 When an asset is held under circumstances that make it clear that it will not be sold (e.g., a
residence held for use of a beneficlary) the fiduciary's estimate of vaiue would be acceptable in lieu of an
appraisal.

4.7 Considerations such as a pending tax audit or offer of the proparty for saie may indicate the
advisability of not publishing the fiduciary’s best estimate of value. In such circumstances, a statement
that value was lixed by some methad such as “'per company books™, “formula under buy-sell agree-
ment”, “300% of assessed value” would be acceptabile, but the fiduciary would be expected 1o provide
further information {o interested parties upon request.



Fiduciary Accounting Principles

V. GAINS AND LOSSES INCURRED DURING THE ACCOUNTING PERIOD SHALL BE SHOWN SEPA-
RATELY IN THE SAME SCHEDULE.

Commentary: Each transaction involving the sale or other disposition of securities during the accounting period
shall be shown as a separate item in one combined schedule of the account indicating the transaction. date,
explanation. and any gain or loss.

Although gains and losses from the sale of securities can be shown separately in accounts, the pre ferred method
of presentation is to present this information in a single schedule. Such a presentation provides the most meaningful
description of investment performance and will tend to clarify relationships between gains and losses that are
deliberately realized at the same time.
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Fiduciary Accounting Principles

VI: THE ACCOUNT SHALL SHOW SIGNIFICANT TRANSACTIONS THAT DO NOT AFFECT THE AMOQUNT
FOR WHICH THE FIDUCIARY IS ACCCUNTABLE.

Commentary: Transuctions such as the purchase of an investment, receipt of a stock split or change of a
corporate name Jo not alter the total fund for which a fiduciary is accountable but must be shown in order to permit
analysis and un understanding of the administration of the fund. These can be best shown in information schedules,

One schedule should list all investments made during the accounting period. It should include those sub-
sequently sold us well as those still on hand. Frequently the same money will be used for a series of investments.
Therefore, the schedule should not be totalled in order to avoid giving an exaggerated idea of the size of the fund.

A second schedule (entitled “*Changes in Investment Holdings™ in the Model Account) shouid show all

change of corporate name. divestment distributions, etc. This schedule, similar toa ledger account foreach holding,
will reconcile opening and closing entries for particular holdings, explain changes in carrying value and avoid
extensive searches through the account for information scattered among other schedules.



Model Executor's Account

FIRST AND FINAL ACCOUNT OF
william C. Doe, Executor
For
ESTATE OF John Doe, Deceased

Date of Death: November 14, 1978
Date of Executor’s Appointment: November 24, 1978
Accounting for the Period: MNovember 24, 1978 10

November 30, 1979

Purpose of Account: Wiltiam C. Doe. Executor, offers this account o acquaint interested parties with the
transactions that have occurred during his administration.
*The account also indicates the proposed distribution of the esiate.

It is important that the account be carefully examined. Requests for additional information or questions or objections
can be discussed with:

{Name of Executor, Counsel or other appropriate
person]

{address and telephone number]

[Nore: See discussion under Fiduciary Accounting Principal 1 with respect to presentation of collateral material
needed by beneficiaries.]

*optionat — for use if applicable

10 -
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Summary of Account

*Proposed Distribution to Beneficiaries

Principal
Receipts
Net Gain (or Loss) on Sales or Other Disposition

Less Disbursements;
Debts of Decedent
Funeral Expenses
Administration Expenses
Fees

Balance before Distributions
Distributions to Beneficiaries

Priacipal Balance on Hand
For Information:
Invesiments Made
Changes in [nvestment Holdings

Income
Receipts
Less Disbursements

Balance Before Distributions
Distributions to Beneficiaries

Income Balance on Hand
Combined Balance on Hand

*QOptional — for use if applicable

E-2

11

Page
12

Lo, - - - )

L= -] o0 =)

11

11

Current
Value

$i02,974 56

Fiduciary
Acquisition
Value

$ 90.813.96

$ 48582
1,375.00
6.156.34

1,689.64

$160,488.76
2,662.00

$163.150.76

19,706.80

$143,443.96
52,630.00

$ 90,813.96

$ 2.513.40

178.67

$ 233473

233473
-0-

$ 90.813.96



E-3
Receipts of Principal

Fiduciary
Assels Listed in lnventory Acqyutsiticn
(Valued as of Date of Death) . : Value
Cash:
First National Bank — checking account $ 51693
Prudent Saving Fund Society — savings account 2.518.16
Cash in possession of decedent . $ 31.077.63
Tangibte Personal Property:
Jewelry —
| pearl necklace 515.00
Furmiture —
| antique highboy $ 2.000.00
1 antique side table 60.00
1 antique chair __ 55.00 2.115.00
Stocks:
200 shs. Home Telephone & Telegraph Co.. common $ 25.000.00
50 shs. Best 0il Co., common 5.000.00 .
1.000 shs. Central Trust Co., capital _ 50.850.00
151 shs. Electric Data Corp.. common 1,B87.50
50 shs. Fabulous Mutual Fund 1.833.33 .
200 shs. XYZ Corporation, common 6.000.00 90,570.83
Realty:
Residence — 86 Norwood Road
West Hartford, CT i 50.000.00
Total Inventory £146,278 46
Receiprs Subsequent 1o lnveniony
tValued When Received)
2/22/79  Proceeds of Sale — Best Oil Co..
fights to subscribe received 2/15/79 5 50.00*
3/12/79  Fabulous Mutual Fund, capital gains
dividend received in cash 32.50
$/11/79  Refund of overpayment of 1578 U.S.
individual income tax 127.80
9/25/79  From Richard Roe, Ancillary Administrator,
net proceeds on sale of oil and gas leases
in Jefferson Parish, Louisiana 10,000.00 $ 10.210.3¢

*Proceeds of sale of rights may be treated as an additional receipt. as illustrated here. or may be uppl ied in reduckn
of carrving value as illustrated on page T-8 of the Model Trustee 's Account. Either method. consistentls applicd.
acceptable.

12
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E-4

Adjustment to Carrying Values
Increased value of 200 shs. XYZ Corporation.
common stock upon audit of Federal Estate Tax Return:

Adjusted value upon audit $ 10,000.00

Vaulue per Inventory : ' 6,000.00

5 4,000.00

Total Receipts of Principal

£160,488.76

Note: To facilitate preparation. the accountant may prefer to detail the starting balance by antaching a copy of the
inventory as an exhibit. (This would be inappropriate if the inventory is prepared in a form that includes substantial
extraneous material or does not list assets in an orderly manner.) The opening entry would then read:

** Assets Listed in [nventory per copy attached $145,278.46™

13




20779

3115779

315/79

5121179

7120179

Gains and Losses on Sales or Other Dispositions

100 shs. Home Telephone & Telegraph
Co.. commuon
Net Proceeds
" Fiduciary Acquisition Value
{.000 shs. Central Trust Co.. capital
Net Proceeds
Fiduciary Acquisition Value
200 shs. XYZ Corporation. common
Fiduciary Acquisition Value
Net Proceeds
35 shs. Electric Data Corp., common
Net Proceeds
Fiduciary Acquisition Value
£10,000 U.S. Treasury Bonds. 3%,

due 7/1/82
Net Proceeds
Fiduciary Acquisition Value

Total Gains and Losses
Less Loss
Net Gain

14

$14,025.00

12.500.00

27.467.00

25.425.00

10,000.00

9,000.00

530.00

417.50

10,000.00

9.997.50

Gain

$ 1.525.00

2.042.00

92.50

2.50
£ 3.662.00

1.000.00
$ 2.662.00

Ly

$ 1.000.00

$  1.000.00
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1/25/79
4/12,79

125179
211179
1/10/79

2/15/79

11/14/78
2122{79

11/16/79

8/1371%
B/13/79

115179

11,2379

1171679

L1619

| IJ’IﬁI?g

£

Disbursements of Principal

Debts of Decedent
John T. Hill. M.D.. professional services

State Tax Commissioner, 1978 state
capital gains tax

Thomas Pharmacy. prescriptions

Sanders Hardware, purchases per il
dated 12/15/78

Funeral Expenses
Smith Funeral Home, services

Jones Memonals, grave marker

Administration Expenses
Clerk of Coun, probate costs

Henry Smith, appraisal of
jewelry and antiques

Arden, Miles & Solomon. disbursements

Various miscellaneous affidavits,
registered mail, toll telephone
charges and other coslts

Federal and State Taxes

State Tax Commissioner, state death tax

Internal Revenue Service.
federal estate tax

Internal Revenue Service, U.§. fiduciary
income tax for fiscal year
ending 7/31/78 (aunbutable to capital gains)

Internal Revenue Service,
deficiency in Federal Estate Tax
interest 8/14,79 10 11/24,79
Faas

Albert Schryver. Esq..
fee as Guardian ad litem
William C. Doe. Executor’s
principal commission
5% on $50.000
4% on $50.000
3% on %60,188

Arden, Miles & Solomon, attorney’s fees

15

$505.24
8.39

250.00

156.00
23.82

36.00

1,200.00

175.00

72.00

50.00
56.00

16.25

2,501.33

2.663.29

283.84

513.63

375.00

6.314.64
5.000.00

§ 48582

1.375.00

19425

5.962.09

11.689.64

$ 19.706.80
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E-7

Distributions of Principal to Beneficiaries

TO: Janet Doe. in satisfaction of gift under Article FIRST of Will

| pearl necklace $ 51500
1 antigque highboy 2.000.00
| antique side table 60.00
| antique side chair 55.00

TO: Janet Doe. in satisfaction of gift under Anicle SECOND of Will

Residence — 86 Norwood Road
West Harntford. CT

Total Distributions of Principal to Beneficiaries

16

§ 63000
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E-8
Principal' Balance on Hand

Cash

Stocks:
50 shs. Best Oil Co., common
1.000 shs. Central Trust Co.. capital —
value at most recent sale, 9-18:79
116 shs. Electric Data Corp.. common —
not traded. value per company books.
12/29/78
50 shs. Fabulous Mutual Fund
200 shs. Home Telephone & Telegraph Co..
common
- $40.000 U.5. Treasury Bills due 12/14/79

17

Ciirrent Vafue Finciar:
12040079 Acgnisition
or us noied Fulue

' $ 530563 S 5.305.63
4,500.00 5.000.00
32,168.76 25.425.00
1.684.00 1,450.00
4,016.17 1.833.13
© 16.000.00 12.500.00
39.300.00 39.300.00
$102,974.56 $ 9081396




2179

91479 .

i1/14/78

115179

35178

11/14/78
207779

3/30/79

E-3
information Schedules — Principal

hvastments Made
$10.000 U.S. Treasury Bonds, 3%
Less accrued interest collected 672979
540,000 U.S. Treasury Biils,
. due 12/14/79

$ 10.022.50

Changes in Investment Hoidings

Central Trust Co.

1,000 <hs. Capital stock,
par 35 inventoried

1.000 shs. additiona] received in 2 - { split,
-« par reduced to 52.50

2,000 shs. par $2.50 carried at

1,000 shs. sold, carried at

1,000 shs. remaining, carried at

Home Telephone & Telegraph Co.
200 shs. common par $10, inventoried

100 shs. sold, carried at
100 shs. remaining. carried at

100 shs. additional received in 2 - | split,
o par reduced to §5
200 shs. par $5 carried at

25.00

Cu\n’

§ 9997.50

39,300.00

$ 50.850.00

50.850.00
25.425.00
$ 25.425.00
$ 25.000.00
12.500.00
12.500.00

§_12.500.00
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E-10

Receipts of Income

Dividends
Best Oil Co.. common
1279w 10279 — 30 _5h5.
Central Trust Co.. comman
115 79 — 2,000 sh~.
L1379 w0 10 1[5 79 — [.000 shs.
Electric Dara Corp.. common
£2:29/78 10 3.30/79 — 151 shs.
6:29/79 to Y/28/79 — 116 shs.

Fabulous Mutual Fund
Y1279 to 9/12,79 — 50 shs.
Home Telephune & Telegraph Co.. common
2179 — 200 shs.
511/19 1o 11/1/19 — 200 shs,
tafter stock split)

Interest
U.S. Treasury Bonds, 3%. due 7/1/82
6/29/79 — $10,000
Less: accrued interest paid
on purchase 2/1/79

19

2,388,430

[ 2¥]
LA

5 20.00
$600.00
~900.00 1.500.00
30.20
2320 53.40
140.00
25.00
450.00 675.00 §
150.00
(25.00) 125.00
Total $ 2,

I
i

'L o
[ =]

=]



E-11
Disbursements of Income

11;15:79  U.S. Fiduciary Income Tax for fiscal
year ended 7/31/79 tallocable to income) s 53.00
To be paid:

William €. Doe — Executor’s income commission
5% on $2.513.40

125.67
Y
Distributions of iIncome to Beneficiaries

TO: William C. Dee. Trustee under Article FOURTH (A) for Walter Doe

11/16/79 Cash $ k167.37
TO: Sharon Doe

11/16/79 Cash 1.167.36
Total £ 2373

20
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E-12

Proposed Distributions to Beneficiaries

Per Article FOURTH (A) of Will:

TO: William C. Doe, Trustee for Walter Doe

25 shs. Best Qil Co.. common
500 shs. Central Trust Co., capital

58 shs. Electric Data Corp.. common
25 shs. Fabulous Mutual Fund

100 shs. Home Telephone & Telegraph
Co.. common

$20,000 U.S. Treasury Bills, due 12/14/79

Cash

Per Anicle FOURTH (B) of will:
TO: Sharon Doe

25 shs. Best Oil Co.. common

500 shs. Central Trust Co.. capital
58 shs. Electric Data Corp.. common
25 shs. Fabulous Mutual Fund

100 shs. Home Telephone & Telegraph Co.,

common
$20.000 U.5. Treasury Bills, due 12/14/79
Cash

“Central Trust Co. — valued at most recent sale, 9/18/79

Total

*Electric Data Corp. — not traded. valued per company books 12/29/78

[Nore: 1.R.C. § 60394 added by the Tax Reform Act of 1976 re
Property distributed in kind. It is assumed that this information

prescribed. ]

21

Current Value Féduciary
12/10i79 Acgquisition
or s noted Vulue

$ 2.250.00 5 2.500.00
16.084.38* 12,712.50
842.00* 725.00
2.,008.09 916.67
8.000.00 6,250.00
19.650.00 19.650.00
26528t 2.652.81
$ 51,487.28 $ 45.406.98
$ 2.250.00 3 2.500.00
16,084 38" 12,712.50
842.00* 7125.00
2.008.09 916.67
8.000.00 6,250.00
19.650.00 19.650.00
2.652.81 2.652 81

$ 51.487.28 $ 4540698
$102,974 .56 $ 90.813.96

quires that beneficiaries be advised of the tax basis of
will be supplied collaterail ¥ in whatever form may be
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WILLIAM C. DOE. Executor under the Last Will and Testament of JOHN DOE. deceased. hereby declares
under oath [penalties of perjury] that he has fully and faithfully discharged the duties of his office. that the foregoing
First and Final Account is true and correct and fully discloses all significant transactions occurmng during the
accounting period: that ail known claims against the estate have been paid in full; that. to his knowledge. there are no
claims now outstanding against the Estate: and that all taxes presently due from the estate have been paid.

WILLIAM C. DOE
Executor

Subscribed and sworn 10
by WILLIAM C. DOE before
me this day of 19 _.

Notary Public

*Execution under oath before a notary or under penalty of perjury is optional. depending on rules af the tocdl
jurisdiction.

22
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Model Trustee's Account

FIRST AND FINAL ACCOUNT
For the “*Marital Trust’” Established under the Will of John H. Doe. Deceased

Stated by UPSTANDING TRUST COMPANY. Surviving Trustee and
Mary W. Doe {Deceased Trustee. Died December 30, 1977}
presented on her behalf by UPSTANDING TRUST COMPANY,
as Executor of her Will.

John H. Doe, Died Janvary 30. 1965

Date of Trustees’ first

receipt of funds February 11. 1967

Account Stated for the Period February L1, 1967 10
June 15. 1979

Purpose of Account: The Trustees offer this account to acguaint interested parties with the transactions that have
occurred during their administration of the trust.

[tis important that the account be carefully examined. Requests for additional information or questions or objections
can be discussed with:

[Name of Trustee. Counsel or other appropriate
person|

[address and telephone number]

[Vore: See discussion under Fiduciary Accounting Principal 1T with respect to presentation of ¢ollateral material
needed by beneficiaries. ]

23
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Summary of Account

*Proposed Distributions to Beneficiaries

Principal
Receipts
Net Gain (or Loss) on Sales or Other Disposition

General Disbursements
Fees

Balance before Distdbutions
Distributions to Beneficiaries

Principal Balance on Hand
For [nformation:
[nvestments Made
Changes in Investment Holdings

Income
Receipts (see note on Page 12 about waiver)
Less Disbursements

Balance before Distributions
Distributions to Beneficiaries

Income Balance on Hand
Combined Balance on Hand

*Optional — for use if applicable.

24

Fiduciary
Ciirrent Acguitsition
Page Falue Value
13 $293,572.79  $261.006.44
3 $158.259.02
4 113.549.47
$271,808.49
5 77.36
5 4,300.00 4,377.36
$267,431.13
6 10,.703.79
7 $256.727.34
8-11
8
8-11 .
12 § 5907.25
12 227.96
S 5.679.29
12 1,400.19
12 S 4.279.10
$261,006.44
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Receipts of Principal

Assets Awarded trustees by adjudication dated January 30, 1967,
of Smith, J., Upon the First Account of the executors and the
schedule of distribution pursuant thereto:

I. Premises 789 Main Street, Media, PA $10,000.00
2. $7.000 face value, Bethlehem, PA
General Bonds 1.75%, due 4/1/1968 6.965.00
3. $20.000 face value, Ohio Turnpike Commission
Project One bonds 3.25%. due 6/1/2000 18,025.00
4. 352 shs. American Telephone &
Telegraph Co., capital 54,340.00
5. 703 shs. X Y Z & Co., common 67.663.75
6. 5 shs. Southwest Rodeo Qil Co.. common 1.00
~ 7. Checking account, Upstanding Trust Company 264.27 $i57,259.02
Other Receipts:
3/15/67 Federal Estate Tax Refund 1.000.00 $158,259.02

Note: To facilitate preparation the accountant may prefer to detail the starting balance by attaching as an exhibit a
copy of the closing balance from the last account, schedule of assets in the deed, etc., as appropriate. The opening
entry would then read:

""Assets awarded by adjudication dated January 30, 1967, of Smith J., upon the First Account of the executors
per schedule of distribution pursuant thereto, copy attached $158,259.02.""



7:2/67

11767

4/6/68

12/29/74

6/19/78

9/22/78

/17178

Gains and Losses on Sales or Other Dispositions

103 shs, X Y Z & Co., common
Net Proceeds :
Fiduciary Acquisition Value

5 shs. Southwest Rodeo

0il Co.. common
Company declared bankrupt
Fiduciary Acquisition Value

100 shs. X ¥ Z & Co., common
Net Proceeds
Fiduciary Acquisition Value

$20.000 face value, Ohio

Tumpike Commission Project
One bonds due 6/1/1980

Net Proceeds

Fiduciary Acquisition Value

500 shs. X Y Z & Co., common
Net Proceeds
Fiduciary Acquisition Value

852 shs. American Telephone &

Telegraph Co., capital
Net Proceeds
Fiduciary Acquisition Value

Premises 789 Main Street. Media. PA
Sold receiving Purchase Money

Mortgage
Cash
Total
Less expense of
Sale:
Commission
Transfer Tax

Balance
Fiduciary Acquisition Value

Total Gains and Losses
Less Loss

Net Gain

T-4

Guin Loss

$25.614.54

9.913.75 £15.700.7¢
0.00

1.00 1.00

22,226.25

9.625.00 12.601.25
18,450.00

18,025.00 425.00
56,337.21

1.00 56.336.21
39,503.92

19.816.70 19,687.22
15.000.00
5,000.00
20,000.00

1,000.00

200.00 1,200.00
18,800.00

10,000.00 8.800.00

$113,550.47 1.00
1.00
$113,549.47

26
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Disbursements of Principal

General Disbursements

5/15/78  Fire Insurance, 789 Main Street, Media,

PA
6/15/79  Reimbursement to Smith, Jones
and Brown. Esquires, for
Miscellaneous expenses,
2/11/67 to date:
Postage and Insurance
Telephone
Total
Fees
6/15/79  Smith. Jones and Brown, Esquires,
Attorneys’ Fee

T-5

27

b3 50.00

26.21
1.1% 27.36
s 77.36
$_4.300.00
§ 4.377.36
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Distributions of Principal to Beneficiaries

TO: Mary W. Doe

141/67 $7.000 face value Bethlehem, PA. General
bonds 1.75%, due 4/1/75 £ 6.965.00

72167 Cash 238.79

TO: XYZ Charity
5/4{719 Advance distribution, cash
Total Distributions of Principal to Beneficiaries

28

$ 7.203.79

3,500.00
$ 10.703.79
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Principal Balance on Hand

$20,000 face value. Indiana Toll Road Commission
East/West Revenue Bonds. 3.5%. due 1/1/2002

1,260 shs. American Telephone & Telegraph Company,
‘capital

680 shs. A B C Corp., common

Mortgage, 789 Main Street. Media, PA, face amount
$15.000 reduced 10

$120.000 face value. A B C Corp. demand note

Checking account, Upstanding Trust Company

Total

29

Fiduciary
Current Acguisition
Value Falue
$ 13,600.00 $ 17,275.00
57,015.00 29.306.40
56,355.00 48,124.00
14,750.00 14.750.00
120,000.00 120,000.00
27,271.94 27.271.94
$288.991.94

$256.727.34



T8
Information Schedules — Principal

Cost

invesiment Made
12/28/74  $20.000 Indiana Toll Rd. Comm. East/West

- Revenue Bonds. 3.5%, due |/1/2002

Bought ar face value 5 17.275.00

6/29/78  $50.000 Commercial Credit Co. , demand note ' 50,000.00
B/18/78  S70.000 U.S. Treasury Bills due 11/19/78 68.000.00
9/28/78  $120.000 A B C Corp.. demand note 120.000.00

Changes In Investment Holdings
2/11/67  American Telephone & Telegraph Company, common

2{/E1/67 352 shs. awarded : $ 5434000
4{24/67 704 shs. received in three for one split 0.00
1.056 shs. carried at 54,340.00
3/22/69 1,056 rights to subscribe to )
additional stock sold for 1.484.41"
52,855.59 .
3/12/72 1,056 rights 10 subscribe to
additional stock soid for 2,507.00
50,348.59
6/22/72  1.056 shs. received in two for one split 0.00
2,112 shs, carried at 50.348.59
515(78 2,112 rights to subscribe to
additional stock sold for i.225.49*
49,123.10
922178 852 shs. sold for $39.503.92
Less Gain on Sale 19,687.22 19.816.70
1.260 shs. carried at $ 29,306.40

*Proceeds of sale of rights may be applied in reduction of carrying value as illustrated here. or may be treated as on
additional receipt. as illustrated on page E-3 of the Model Executor’s Account. Erther method. consisientiy
applied. is acceptable,

30
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2111167
111167

6/29/78
8/9/78

2/11/67
712167

4/6/68
1/9/70
1/6/72

1473

6/19/78

This example i included to dlustrate treatment of w case where the vatue of distribation e xceeds carrving satoe.

T8

Bethlehem, PA, General bonds 1.75%, due 4/1/1968

£7.000 face value awarded
%£7.000 face value distributed

0 No Longer held

Commercial Credit Co., demand note
$50.000 face value bought at

$50.000 face value called at

0 No Longer held

X¥2Z&Co., common
703 shs. awarded

103 shs. sold for

Less gain on sale
600 shs. carried ar
100 shs. soid for

Less gain on sale
500 shs. carried at
250 shs. A B C Corp.. common

received @ 47.6875 in one-haif
for one divestment distribution

180 shs. A B C Corp.. common
received @ 79 in a 0.36 share
for one divestment distribution

*250 shs. A B C Cormp.. common
received @ 96.0625 in a one-half
for one divestment distribution,
normally $24.015.62. of which
the following was applied to
account value.

S00 shs. sold for

Less gain on sale
0 No Longer held

N

$25.614.54

15.700.79

$ 6,965.00
6.965.00

$ 000

$ 50.000.00
50,000.00

0

$ 67.663.75

9.911.75

$22.226.25
12,601.25

$ 57.750.00

9.625.00

$56,337.21

56,336.21

$ 48,125.00

11.921.88
$ 36,203.12

14,220.00
$ 21,983.12
$ 21,982.12

1.00

1.00

s 000



719(70

116/72

14/73
6/15/79

2/11/67
H1H78

L/17/78

6/15/79

211167
12/29/74

T-10 -

A B C Corp., comman
250 shs. received in distribution on

500 shs. X ¥ Z & Co.. commen $ 11,921.88
180 shs. received in similar distribution 14,220.00
430 shs. carried at : 26,141 88
250 shs. received in simitar distribution 21,982.12
© R she reecived us 3% stock dividend. transferred to income
680 shs. carried at $ 48.124.00
789 Main Straet, Media, PA
Awarded $ 10,000.00
Sold for purchase money morigage

of $15,000 and cash of $5.000 20,000.00
Less sertlement costs itemized

in principal account 1.200.00

Balance 18,800.00

Less Gain on Sale 8,800.00 10,000.03
No Longer Heid '

Mortgage on 789 Main Street, Media, PA
$15,000 mortgage received on

sile of said premises $ 15,000.00
250 principal received on account 250.00
$14,750 balance remaining $ 14,750.00

Ohlo Turnpike Commission Project One bonds,
3.25%, 6/1/2000

£20.000 face value awarded ) $ 18,025.00
£20.000 face value sold for $18,450.00

Less gain on sale 425.00 18,025.00

0 No Longer Held ] 0.00

32

0.00
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8/18/78
11/17/78

T-11

Southwest Rodeo 0il Co., common
5 shs. Awarded

Company Declared Bankrupt

0

U.S. Treasury bonds dus 11/19/1975
$70,000 face value bought at

$70,000 received at maturity, of which
principal is

0

33

$ 1.00
1.00
0.00

$ 68.000.00

$ 68,000.00
0.00
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Receipts of Income

Waiver of Income Accounting

An income accounting having been waived for the period February 11, 1967 to May 30, 1979, a limited schedule of
receipts of income follows:

6/1/79

6/8/79
6/15/79

6/1/19
6/15(79

6/1/79

6/15/79

6/1/79

6/15/79

6/15/79
6/1579

Balance per last income statement rendered $ 1,773.25

Dividend

A B C Corp. on 680 shs. 578.00

34 shs. A B C Corp. — 5% stock dividend @ $79.00 2.686.00

interest '

Indiana Toll Road Commission 350.00

A B C Corp.. demand note §20.00
Total Income Receipts $ 590725

Disbursements of income

Patrick Green. tax collector,

1979 personal property tax $ 155.56
Upstanding Trust Co.. — 5% commission
on income collected 3/30/79 — 5/31/79 72.40 $ 22796

Distributions of Income to Beneficiaries

TO: Upstanding Trust Co., executor
under the will of Mary W. Doe,
deceased, on income arising
before 1/1/1978

Cash $ 650.19
TO: XYZ Charity
Cash 750.00 $ 1.,400.19

Balance of Income on Hand

Fiduciary
Current Acgquisition

Value Value
Cash $ 159310 % 1.,593.10
34 shs. A B C Corp., common 2.987.75 2.686.00
5 3.580.85 § 4.279.10

34



el BN B AN T OB W B "

-yt N IS $ MERN AR W

T-13

P'HOPOSED DISTRIBUTIONS TO BENEFICIARIES

Per Article FIFTH of Will:
Mary W. Doe not having exercised her general power of
appointment granted to her over the assets of the Marital Trust,
the entire fund on hand is to be distributed pursuant to the terms
of Article FIFTH of the Will to XYZ charity.

PRINCIPAL

Fiduciary
Curremt Acquisition
Value Value
$20.000 face value, [ndiana Toll Road Commission
East/West Revenue Bonds, 3.5%, due 1/1/2002 $ 13,600.00 $ 17,275.00
1,260 shs. American Telephone & Telegraph Company,
capital 57.015.00 29,306.40
680 shs. ABC Corp.. common 56,355.00 48,124.00
Mortgage, 789 Main Street, Media, PA, face amount
$15.000 reduced 1o 14,750.00 14,750.00
$120,000 face value, ABC Corporation demand note 120,000.00 120,000.00
Checking account. Upstanding Trust Company 27,271.94 27.271.94
Total Principal ~ $288.,991.94 $256,727.34
INCOME
6/15/79 Cash $ L3910 $ 1.,593.10
&/15/719 34 shs. ABC Corp. 2.987.78 2,686.00
Total Income $ 4,580.85 £ 4.279.10
Combined Total - $293,572.79 $261,006.44
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WALTER TRUST. Vice President of Upstanding Trust Company, Surviving Trustee under the Wit of JOHN H.
DOE and Executor under the Will of Mary C. Doe, Deceased, Trustee under the Will of John H. Doe. hereby
declares under toath)* (penalties of perjury) that said Trustees have fully and faithfully discharged the duties of their
office; that the foregoing First and Final Account is true and correct, and fully discloses all significant transactions
occurring during the accounting period: that all known ¢laims against the trust have been paid in full: that. to his
knowledge, there are no claims now outstanding against the Trust Estate; and that all taxes presently due from the
trust have been paid.

WALTER TRUST

Subscribed and swom to
by WALTER TRUST before
methis ___ dayof | 1980.

Motary Public

*Execution under cath before a notary or under penaliies of perjury is optional. depending on rules of the local
jurisdiction.
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MACCARLEY, PHELPS & RCSEN

A PROFESSIONAL CORPORATIQHN

ATTORNEYS AT LAW
MARK MACCARLEY 3800 ALAMEDA AYENUE. SUITE 1150 TELEPHONES
EDWARD M. PHELPS {618) 841-2800
WALTER K. ROSEN BURBANK, CALIFORNIA 21505-4331 313) S84-12234

RUTH A. PHELFPS R
DEBORAH BALLINS SCHWARZ August 21, 1987
THOMAS J. MILHAUPT

California Law Revision Commission
4000 Middlefield Road

Suite D-2

Palo Alto, California 94303-4739

RE: Tentative Recommendation Relating to Probate
Law and Procedure Accounts

Dear Sir/Madame:

I have read the tentative reccommendation
relating to probate law and procedure on accounts. I
have two comments,

In the comment to proposed Section 10900 it
states that actual notice was given to known
creditors, 1 think this is a significant change and
needs to be highlighted. I also agree with it.

I have a2 question on proposed Section
11001(B). The last sentence states "the amount
awarded that remains unsatisfied is a charge against
any interest of the contestant in the estate."
Remains unsatisfied after what? 1Is the bulk of it to
be paid from the estate as a whole? Are the fees
only awarded against that contestants interest in the
estate? I think this should be clarified. I think

it should be stated as follows: "The amount awarded
is a charge against interest of the contestant in the
estate™,

I approve of this tentative recommendation.
Very truly yours,

MacCARLEY, PHELPS § ROSEN
A Professional Law Corporation

By: ii178
ut . Phelps

RAP :mx
1951m
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1604 FOURTH STREET
ROBERT K. MAIzE, JR. P04 FOURTEL STREET
A PROFESSIONAL LAW CORPORATION SANTA ROSA, CALIFORNIA 95406
{707) 544-4462

August 26, 1987

California Law Revision Commission
4000 Middlefield Road, Ste. D-2
Palo Alto, CA 94202-4739

Re: Probate Law and Procedures -- Accounts
Gentlemen:

I have reviewed your tentative recommendations in regards to
accounts. I have some thoughts in regards to accounts in general,
the legal purpose for having an account and their other uses.

Historically the form of the account has been an after-the-fact
report of property inventoried plus receipts less disbursements
and then an approval of that report., However, if the fiduciary
accounting is to be made more analogous to standard type of
financial statements some provisions should be included for long-
term liabilities (creditor's claims) that are not paid off during
the term of the administration because these items will effect
distributions being ordered by the court based upon the
accounting.

However, for the past year I have been considering organizing a
system (hopefully computer based) for maintaining an account that
would provide all the information needed for the account and
related matters, The related matters would include the estate
tax return including nonprobate assets, the fiduciary income tax
returns for the estate and testamentary trusts; tracing the
deduction of administration of expenses on the estate tax return
and the income tax return, providing a check on the receipt of
income including rents, interest on bonds and bank accounts and
dividends on stock, and providing a report to the personal
representative and interested persons as to the effectiveness of
the administration of the estate assets. Further, these same
considerations and others should be included in the system to
take into consideration the differences between revocable and
irrevocable inter wviveos  trusts, testamentary trusts  and
conservatorships.

In regards to preparing the accounting for the estate it is also
necessary on occasions to trace receipts and disbursements by
particular assets because some plans for testamentary disposition



August 2&, 1987
Page 2

of the assets include gifts of specific assets, which would
include the receipts from those assets after the date of death.

It is my opinion that the accounting needs to be viewed in the
context broader than the disclosure of information sufficient to
obtain a discharge of the personal representative and needs to be
also viewed from the prospective of the decisions that will be
made based upon the accounting. Therefore, I would recommend
that the contents of the accounting as provided in Probate Code
§10900 include the following items:

1. The fair market value of the remaining property -- So that
information would be available to evaluate the personal
representatives management of the estate and any in-kind
distribution proposed by the personal representative.

2. Unpaid liabilities and claims against the estate, and the
properties which are subject to those liabilities or
claims -- 8o that information would be available to
evaluate the personal representatives management of the
estate and any in-kind distribution proposed by the
personal representative.

3. A summary of receipts and disbursements relating to assets
that are the subject of specific gifts -- This would
provide the information needed when those assets are
distributed.

Very truly yours,

ROBERT K. MAIZE, JR.,
A Professional Law Corporation

REM:jas

RoserT K. MAIzZE, Jr.
A PROFESSIONAL LAW CORPORATION
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T HATN & HAHN

DAVIO K. ROBINSON *
LOREN H. AUSSELL *

A PARTNERBHIP INCLUDING PROFESSIQHAL CORPQRATHONS

LEONARD M. MARANGE % LAWYERS

WILLIAM 5. JOHNSTONE, JR.x SUITE 800

GECORGE R. BAFFA ® AQI EAST COLORADG BOULEVARD
DON MIKE ANTHONY * POST OFFICE BIN B
ROBERT W. AMDERSOM PASADENA, CALIFORNIA D109

WILLIAM K. HENLEY *
CLARK R. BYAM »
RICHARD L. HALL *
SUSAN T. HOUSE *
CARL J. WEST*
DIANHME H. BUKATA :

GENE E. GREGG, JR. August 28, 1987
R. SCOTT JENKINS

CHARLES J. GREAVES

DALE R. FELCH

WILLIAM S. GARR

#PROFESSIONAL CORPORATION

Study L-1027

BENJAMIN W, HAHN. 18681932
EDWIN F. HAMN, 1872-195]|
HERBERT L. HARM, 18292-1982

OF COLUNSEL
GEQRGE E. ZILLGITT

RETIRED PARTHERS
EDWIN F. HAHN, JR.
A.HALE DINSMOOR
RICHARD G. HAHN

TELEPHONES
(BiB) 796-9123
(212) 68i-6948

CABLE ADDRESS
HAHNLAW

TELECOPIER
(e18) 449-7357

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Alto, CA 94303-4739

Attention: Mr. John H. DeMoully

Re: CLRC Recommendation Re: Accouhts
Memorandum L-1027 :

Dear John:

On behalf of the Executive Committee of the Probate and
Trust Section of the Los Angeles County Bar, I would like to
make several comments regarding the Commission's Tentative
Recommendation regarding Accounts. They will be discussed by
code section.

Section 10900{b). I would suggest that the phrase in
the last line of that section "due date of the claim" be revised
to say "due date for the filing of the claim." The first few
times I read this section I was confused because I thought this
section related to "payment" of the claim rather than its filing
date.

I am delighted with the modifications to Section 10954
which have been made since the last CLRC meeting. I believe you
have successfully addressed the concern I expressed about not
requiring waivers from estate beneficiaries and creditors whose
interests are proposed to be satisfied in full in the account,

Section 11000(b). There is a typographical error in
the word "following,"

Section 11001(b). Do we want expressly to include
referee's fees amongst the fees, commissions, and costs incurred
to defend the account? Because there is specific provision for



California Law Revision Commission
Attention: Mr. John H. DeMoully
August 28, 1987

such referee fees under Section 11002, it may be wise to make
clear that such cost is intended to be included under Section
11001. Presumably this end could be accomplished either by
including the language under Subsection (b) or clarifying the
question in the comment.

With these few minor exceptions, this Recommendation
appears in excellent form for presentation to the Legislature.

Very truly vours,

A T ph

Susan T. House
of HAHN & HAHN

STH :mc
10275L

cc: Mr. Richard L. Stack
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OFFICES OF
ADRIAN KUYPER
THE COUNTY COUNSEL COUNTY COUNSEL
COUNTY OF ORANGE WILLIAM J. McCOURT
0 CIVIC CENTER PLAZA CHIEF ASSISTANT
t L.
MAILING ADDRESS: P.O. BDX 1379 ARTHUR.C. WAHLSTEDT, JR.
SANTA ANA, CALIFORNIA 927021379  LAURENCE M. WATSON
Writer's Direct Dial Numbar Tdi ASSISTANTS
R VICTOR T..BELLERUE SUSAN STROM
JOHN R. GRISET DAVID BEALES
a7 September 1, 19287 EOWARD N. DURAN TERAY C. ANDRUS
SEP 03U IRYNE C. BLACK CLALDIA L. COWAN
. RICHARD D. OVIEDO JAMES L. TURNER
. . O.M. MCGORE PETER L. COHOM
C E - BENJAMIN P. DE MAYO MICHCLAS §. CHRISOS
' HOWARD SERBIN DAVID G. EPSTEIN
DANIEL J. DIDIER THOMAS F. MOASE
GEME AXELROD WANDA 5. FLORENGE
3 : f ol . . ROBERT L. AUSTIN HOPE E. SNYDER
California State L.aw Revision Commission DONALD H. RUBIN THOMAS C. AGIN
: ; ; - DAVID A. CHAFFEE SHERIE A. CHRISTENSEN
4000 Mlddlefle}d Rogd, Suite D-2 DRI R e SHERIE & CHRIST
Palo Alto, California 94303-4739 BARBARA L STOCKER  SARA L. PARKER
: JAMES F_ MEADE SHARON LOWSEN
. STEFEN H. WEISS .
Ladies and Gentlemen: : DEPUTIES

Thank you for sending me your tentative recommendations relating
to accounts, abatement, rules of procedure in probate, and litigation
involving decedents.

My comments on matters of special interest follow. As with my
previous comments to you, please note that these are my individual
views. I do not write here as a representative of the Orange County

Counsel, the Orange County Public Administrator/Public Guardian, or
the County of Orange.

I. Recommendations Relating To Accounts:

A. Proposed Section 10900: I do not support the proposed
change., In the particular case of the Orange County Public
Administrator/Public Guardian, it would probably cost money
to change the form of accounts as allowed by the proposed
law, due to modifications that would be needed in the compu-
ter systen. Of more general interest, I do not think an
account which only summarizes categories of receipts, dis-
bursements, etc., generally gives interested persons suffi-
cient information about how an estate has been managed.  If
an account only lists, for example, the amount of rents
received, but not the specific payments, this will only
engender more calls and questions from interested persons.
While 10901 would provide a procedure to cobtain the suppor-
ting documentation, I believe it would be fairer to reguire
the party presenting the account to 1list all receipts
therein, rather than to regquire the recipient of the account
to pursue the information under 10901. After all, the pre-
parer had to have the individunal receipts available when
preparing the account, so as to provide the total.

This matter is perhaps most important where the recipient of
“an account will be the successor administrator. The Public
Administrator <fairly often succeeds a perscnal representa-
tive who has mismanaged an estate or absconded. The accoun-
ting by the former administrator or his attorney is- often
the starting point for determining a surcharge and for
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determining what needs to be done to close the estate. In
receiving such an account, I, as attorney for the successor,
would want to know, for example, not just the total of rents
received but exactly which months' rent the predecessor did
collect. This may be something I would need to Kknow
promptly, and it should be a part of the account.

Proposed Sections 10952 and 10953: I support these changes.
It will be helpful to have the sixty-day time limit. 1In the
past, it sometimes takes the predecessor representative too
long to present his account. This, of course, delays the
administration of the estate and collection of any sur-
charge.

Proposed Section 11000(c): I support this change. Perhaps
a note should clarify whether the exact amount of fees must
be set forth.

Proposed Secticn 11002: I support the discontinuance of a
jury trial being available in a contest of an allowed claim.

Proposed Section 11005(b): I support the proposed change.

Recommendations Relating to Abatement:

A.

Proposed Section 21402: The explicit preference for
specific gifts over general gifts makes the statute comply
with the case law as I understand it.

Proposed Section 21403: I support this, as it seems to be
the most 1likely way to carry out implied testamentary
intent.

Proposed Section 21405: I support the addition of (b).
This sets forth a solution that not only can help a
beneficiary, but can make the eventual distribution as much
as possible the way the testator wanted it.

Recommendations Relating To Rules Of Procedure In Probate:

A.
B.

C.

Proposed Section 7050(b): I support this provision.

Proposed Section 7200: I support this provision.

Proposed Section 7240(a}: I think it is helpful to have
this explicit provision that orders granting or revoking
letters of special administration are not appealable.

Proposed Section 7241(b): I support this addition.
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Iv.

Recommendations Relating To Litigation Involving Decedent:

A. Proposed Section 505: I am not certain of all the ramifica-
tions of the proposed change, but in general the proposal
appears to me to be a gocd one. Expanding the procedure to
estates that do not gualify under 13100 seems particularly
well-taken.

B. Proposed Section 2103(a): I support this addition.

General Comment:

The Commission may recall that I appeared at one of your
recent meetings and commented in opposition to one of your
proposals. I did not then also take the opportunity to indicate
that I have supported the vast majority of your proposals and
have found a number of them helpful in my work. Let me use this
occasion to thank you for your good work.

Very truly yoyrs,
YR
Ll AN

el ‘;f |
( _r_v- .
/Howard Serbin

Deputy County Counsel

HS :mm

William A. Baker, Public Administrator/Public Guardian
Carol Gandy, Asst. Public Administrator/Public Guardian
Dwight G. Tipping, Jr., Supv. Deputy Public Administrator
Laurence M, Watson, Assistant County Counsel

James F. Meade, Deputy County Counsel

Nicholas S. Chrisos, Deputy County Counsel
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The Superior Court

YENTURA, CALIFORNIA
ROBERT R. WILLARD, JupGE

September 1, 1987

California Lavaevision Commission
4000 Middlefield Rd4d., Suite D-2
Palo Alto, CA 94303-4738

Gentlemen:

I have reviewed the tentative recommendations dated July 1987
relating to the Probate Code. In my opinion they have sub-
stantial merit in both clarification and improvement of the
statutes inveolved.

Following are a few specific comments and questions.

1. Section 1043(b). I particularly like this provision.
Quite frequently interested parties appear in court without
attorneys and orally object to certain aspects of an account
or to the amount of requested fees. Almost as frequently the
petitioner's attorney asks that such oral and unverified
objections be disregarded. I have never refused to consider
such objections, and would welcome statutory justification for
a common sense approach.

2. Section 11002. When a hearing is called on a contested
account the parties frequently seek to have their opponents
qo forward and assume the burden of producing evidence. It
is my practice to require the objector to specify objections,
with the petitioner then having the burden of producing evi-
dence with regard to the specified items. It would be help-
ful to have a statutory uniform procedure, subject to modi-
fication in the discretion of the court.

3. Section 10,954. A problem frequently arises concerning

the base for statutory fees where accounting has been waived.
It has been my practice to limit the fee base to the referee's
appraisal, or in the alternative to require a detailed account-
ing of increases in the fee base and a specific representation
that there have been no losses.

4. Section 10,900. I like this section, particularly item

{a) (2). Many accounts presented to me group all money re-

ceived as receipts without distinguishing between income and
the collection or sale of inventoried items. It is not un-

common for petitions to duplicate such items in the base for
statutory fees.

Thank you for letting me review these tentative recommendations.

Sincerely,

AR, ///%wf

Robert R. Willard
Judge of the Superior Court

RRW sy ...
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LAW QFFICES OF

VAUGHAN, PAUL & LYONS
1418 MILLS TOWER
2E0 BuUusSH STREET

SAN FRANCISCO 94104
{ais] 392-1422

September 3, 1987

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Alto, CA 24303-4739

Re: #L-1027 .
" Tentative Recommendation relating
to Accounts

Gentlemen:

Thank you for providing me the opportunity to review
these recommended provisions.

Proposed Section 10900 Contents of account, will be
very helpful to improve accounts.

Proposed Section 10901 Production of supporting
documents, fails to cover some points covered by present
Section 925. How long should vouchers be retained? Can
we withdraw a voucher by substituting a certified copy?

Perhaps proposed Section 10901 is esasier to read if
we change it to read:

"On court order, or on request by an
interested person filed with the clerk
and a copy served on the personal repre-
sentative, the personal representative
shall submit for inspection or audit by
the court or interested person the docu-
ments specified in the order or request
that support on account."

In other respects, I believe the proposed changes
would be very helpful.

Very truly yours,
G - “Frra—
Jéhd G. Lyons

JGL:ea
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SHEA & GOULD

1A PARTHERSHIP {NCLUDING PROGFEISSIONAL CORPORAATIONS|

NEW YORK OFFICE ALBANY OFFICE
330 MADISON AVENLE tl WASHINGTON AVENUE
NEW YORK, NEW YORH [OGH? 1800 AVENUE OF THE STARS-SL“TE 500 ALBANY, NEW YORK 1220
L212) a70-8000 S10) 449-3220
TELEX! 423073 LOS ANGELES CALl FORNIA SOOS7 TELECOPICR (518) 4905812
CABLE: HOLMANG +
TELECOPIER (212) 8E(-2314
(213} 2771000 BRADENTON OFFICE
HO1 SIXTH AVEMUE WESY
WASHINGTOM, B.C. OFFICE TELEX 910 430-2597 BRADENTON, FLORIDA 33508
82T K STREET, N - (813] T47-3025
WASHINGTON, D.C. 2D006 CABLE “"SHEGOU™
[2O2] B33-9850
CABLE; MIRGO TELECOPIER {213) S53-4547 LOMBON
TELECOPIER {202] Ba3-ISBZ 37 PARK STREET
—_— LONDON WI¥ 3HG ENGLAND
CI4g3-8513
MIAMI OFFICE TELEX 289488
801 BRICKELL AVENUE
Miami, gl.omn.ﬂ. 333 A-ugust 2 5 I 19 8 7

1308) 372-2000

TELECORIER [QOS) 372-20%8

Mr. John H. DeMoully

Executive Secretary

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Alto, California 94303-473%

Re: Tentative Recommendation With
Respect to Accounts

Dear Mr. DeMoully:

I support the Tentative Recommendation with
respect to proposed Sections 10900 through 11052. 1In
particular, I feel that the waiver provisions in Section
10954 are significantly better than those in existing
Section 933. As the staff has pointed out, the bene-
ficiaries of an estate may presently waive an accounting
and thereby conceal the details of administration from the
decedent's legitimate creditors. Section 10954 would require
that such creditors join in any waiver unless their interests
will be satisfied in full. This is a much more equitable
approach.

I also find proposed Section 11002 to be prefer-
able to existing Section 928. There is absolutely noc need
to have a jury determine whether or not an account is proper;
the court is perfectly capable of making that determination
and doing so in a much more efficient and expeditious manner.
Particularly with the present congestion in the courts,
the expense and delay resulting from the empanelling of a
jury is unjustified for a matter such as a probate account-
ing.

Very truly vours,

SANDRA S. KASS

S8K:na
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RAWLINS COFFMAN

POST OFFICE BOX 188 ATTORMNEY AT LAW : TELEPHONE 527-202%
RED BLUFF, CALIFORMIA 96080 AREA COUOE 316

September 3, 1987

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Alto, CA 94303-4739 . R

Gentlemen:

Thank you for permitting me to review Tentative
Recommendatiqns #1.-1025, #L-1027, #H-408 and #L-1038.
- ' TR #L-1025 entitled "LITIGATION INVOLVING DECEDENT"
is excellent. Hopefully, the legislature will follow your re-
commendations.

(NOTE: Reference is made in the footnote on page 8 to
"0laim covered by insurance §9354". At page 10
reference is made to §9354 in §554 (b). T have
trouble with these references. There is no §9354
in my Probate Code; there is no §9354 in AB 708
[Harris]; in your January 1987 Blue Book entitled
RECOMMENDATIONS relating to Probate Law {received
in my office July 13, 1987) I can find no §9354
in Part 4, Creditors Claims. To further compli-
cate this matter, the July 1986 TR Study L 1025
at page 23 contains a comment which reads as
follows: 'Comment §9354 continues formal Pro-
bate Code §732 without substantive change”. I
agree. On the other hand, §732 relates to "Con-

~ verting Attachment Lien to Judgement Lien"!1?
WHERE DO I GO FROM HERE?)

' TR #L-1027 entitled "ACCOUNTS" enbodies the proce-
dures followed in my office. May I offer two suggestions?

First: when I report the reasons for the delay in
distribufion of an estate as required by §1025.5 of the Pro-
bate Code, I include an interim account. In my opinion,
this should be mandatory;

Second: in almost every probate it is necessary,
after final distribution, to file a brief account supple-~
mental to the final account to pick up additional interest,
refunds, unused closing expenses, etc. which cannot be de-
termined until several weeks or months after actual dis-
tribution. I suggest this be required by statute. In the
absence of a request by an interested distributee, no hear-
ing need be held nor approval sought from the court with
respect to such supplemental account.
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With respect to TR #H-408 relating to "UNIFORM
DORMANT MINERAL INTERESTS ACT'", I have no comment. I have
never had occasion, in my practice, to get involved in this
problem. On the other hand I am happy to know that the Cali-
fornia statutes offer guidance.

With respect to TR #L- 1038 entitled "ABATEMENT",
locating the new provisions with the other rules of construc-
tion of wills, trusts, and other instruments is appropriate.

With respect to TR #L-1048 entitled "RULES OF PRO-

" CEDURE IN PROBATE", the new limitations on jury trials in the

probate court met w1th my approval. As a matter of fact I
would hope that §1081 could be amended to deny jury trials in
1080 proceedings.

I agree that contents of the judgment role should
be left to Judicial Council rule. This in turn should elim-

inate §1050.

Section 1020 requires the signature of all peti-
tioners; §1021 requires verification by conly one of several
petitioners. Why the inconsistency? . -

Please keep me on your mailing list.

truly yours,
Qb Bofpmen
SN

CTTTT T T T '"”““‘““ﬁf*"®'“”RAWLINS COFFMAN =~ R

P A,

RC:mm
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CEB

CALIFORNIA CONTINUING EDUCATION OF THE BAR]

2300 Shattuck Avenue, Berkeley, CA 94704
(415) 642-3973; Direct Phone: (415) 642-8317

September 3, 1987

John H. DeMoully, Esq.

Executive Director

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Altce, CA 94303-4739

Re: Study L-1027: Accounts

Dear John:

I approve the tentative recommendation. You
might consider deleting section 11002. It is absurdly
obvious that the personal representative may be. _examined
on cath, and saying so implies that other persons cannot
be examined.

Section 11004 (c), pertaining to a representa-
tive paying a debt of the decedent without presentation
of a claim should be modified to avoid the implication
that representative must pay the exact amount due in
order to be entitled to credit. If he overpays, he
should get partial credit to the extent of the amount
actually owed. If he is underpaid, he should still get
full credit.

eyer

JAD-S:dp

THE STATE BAR OF CALIFORNIA / University of California Extension
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Chair
LLOYD W HOMER, Camphelf
Vice-Chir
DO. KEITH BILTER. 5an Franzisco
Advisarr
HERMIONE K. BROWN, Los Angefer
THEOQODORE | CRANSTON, Le faila
JAMES D, DEVINE, Moy
IRWIN D GOLDRING, Beoerly Hutls
KEWNETH M. KLUG, Fresns
JAMES C, OPEL, Lar Angelrs
LEONARD W POLLARD (], San Dhzga
JAMES V. QUILLINAN. Mauntain ¥iew
JAMES F ROGERS, Lar Angeter
HUGH NEAL WELLS 11[, Jreene

Section Adminisirarer
PRES ZABLAN-SOBERON

EXHIBIT 14

ESTATE PLANNING, TRUST AND
PROBATE LAW SECTION

THE STATE BAR OF CALIFORNIA

555 FRANKLIN STREET
SAN FRANCISCO, CA 94102-4498
(415) 561-8200

September 9, 1987

Study L-1027

Exreative Commiller

KATHRYN A BALLSUN. Lor Angefer
D. KEITH BILTER, 5on Frercirce
OWEN C. FIORE, Sar_fasr

JOHN A. GROMALA, Eurka

ANNE K. HILKER, Los Angeles
WILLIAM HOISINGTON, San Francize
LLOYD W. HOMER, Camphedl

JAY ROSS MacMAHON, San Rafael
STERLING L. ROSS, JR., Mif Falley
WILLIAM V. SCHMIDT, Costa Mrz
CLARE H. SPRINGS, San Francisia
ANN E. STODDEN, Lar Argefes
JAMES A, WILLETT, Sacramento
JANET L. WRIGHT, Frome

DIANE C. YU, Qaklead

Mr. John H. DeMoully
Executive Director
California Law Revision Commission

4000 Middlefield Road, Room D-2 ¢4 L I, conen
Palo Alto, CA 94303 SEP 10 1987
Re: LRC TR’ A
e s re Abatement § Accounts RECEIVED

Dear John:

I have enclosed copies of Study Team 4's technical report on the
TR for Abatement and the TR for Accounts. The reports represent the
opinions of the team only. The reports have not been reviewed by
the Executive Committee. I am sending them to you for your
information and comment. They are intended to assist in the
technical review of those sections involved.

TN
{jjry truly yours, ———
\: i :
Mdl\,,) _____ L

JvQ/hl

Encls.

cc: Chuck Collier Jim Opel
Keith Bilter Jim Devine
Irv Goldring Lloyd Homer
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STANTON anp BALLSUN

A LAW CORPORATION

KATHRYN A. BALLEUN AVICO CENTER, SIXTH FLOOR ELECTRONIC MAIL VIA
PAUL L. STANTON 10850 WILSHIKE SOULEVARD . ABAMNET 1.D. § ABARTEO
LESLIE K. STUART - LOA ANQELES, CALIFORNIA QUO24-4318 PLEABE HEVER TO
@13 474-5257 FILE NoO.
TELEX/FAX (013) 474-1246 TEAM4002.03L

September 9, 1987

By Fax

James Quillinan, Esq.
444 Castro Street, #900
Mountain View, CA 94041

Re: Tentative Recommendation Relating to Accounts
Dear Jim:

On September 3, 1987, Team 4 (Harley Spitler, Jim wWillett and I)
discussed the Tentative Recommendaticn Relating to Accounts.
Team 4's comments about the above-referenced Tentative
Recommendation are as follows:

l. Section 10%00 - Contents of Account.

1.1 Team 4 beliaves that the words "but is not limited
to" (line 3, subparagraph (b)) could create confusion among
practitioners. As written, the statute only requires certain
information about creditor's claims. Practitioners night be
uncertain as te which additional allegations are reguired in a
report of administration., It would be helpful if the statute set
forth the exact allegations which must be contained in an
account. In the event that the Commission does not agree that
the statute should expressly set forth the requiread allegations,
then Team 4 suggests either:

(1) the words "but is not limited to” be deleted
altogether; or

(2) the phrase be modified by adding the word
"necessarily" as feollows: "but not necessarily limited to..."

1.2 - It is Team 4's understanding that the Commission
is not prohibiting a chronological form of account: however, it
could be implied from the Comment that a chronological form of
account is no longer acceptable, Thsrefore, the Comment should
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James Quillinan, Esd.
september 9, 1987
Page 2

state that the form of an account may be either chronological or
by category.

1.3 = Since the National Fiduclary Accounting Standards
would be difficult for the average practitioner to obtain, Tean 4
believes that the last sentence of paragraph 2 of the Comment to
Section 10%00 sheould be deleted. Perhaps a reference more
readily available to California practitioners could be
recommended.

2. Seaction 10954 - Waiver of Account. Team 4 wishes to express
its continuing concern about the new Section 10954 requirenment
that creditors executs a waiver of account. Team & believes that
this extension cof the law is unnecessary. In recent years,
crediter's rights have been greatly expanded. Creditors can
submit (as most now do} & request for spscial notice to insure
that notice will be given; and in any event, a creditor must be
given notice if hes/she/it have given notice of appearance in the
estate. The propecsed statute appears to unduly favor creditors,
Therefore, Team 4 believes that the reqguirement cof a creditor's
waiver should be deleted.

Thank you for your consideration.

cordially,

| 7/%/%/;1 /A, Ballsun

KATHRYN A.

A Membar of

STANTON AND BALLSUN
A Law Corpocration

KAB/rwm

~ec: Richard Polse, Esg.
Harley Spitler, Esq.
Janet Wright, Esqg.
clare Springs, Esq.
Wwilliam Hoisington, Esq.
Lloyd Homer, Esq.
James Willett, Esq.
Irv Goldring, Esg.
Jim Devine, Esd.
Jin Opel, Esdg.
Keith Bilter, Esqg.
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LAW COFFICES

[RVING KELLOGG

1IB80 CENTURY PARK EAST, I2Y™ FLOOR
L0OS ANGELES, CALIFORNIA 90057

. : ) (213155! 27 2 121302763415 A 2771226
- eptem mber 1% 68

Palo Alto, Ca 943034739 -

John De‘:l?‘foull‘_-gr S e el
California |Law Review Commission _ ) .
4000 Middlefield Roed, Suite D-2 e

Re' Probate Law and Procedure Recommendatlons - Accounts and

__sections that are numbered,

Litigation Involving Decedent T el

_ Dear John: VO N

I enclose the following that contain my oomments about those
recommendations:

1. A white sheet containing two columns of recommended redrafting of the

In doing this, I applied these principles of drafting:

(2)--Put-as much into active volce as possible, ~-w-—m—s= A

{b) Put conditions and exceptions at the beginning of the sentence so . .
~ that the reader proceeds with a knowledge of what is excepted and what is 7~
the condition, rather than read to the end of the sentence to be surprised by

~ the exception or the condition, Further, there is the danger that the reader

may, under anxiety, fail to reach the exception or condition, In statutes, .
that is undesirable,
. (c} Number or letter series so that the reader puts them together.

2. A number of the printed sheets contained in the recommendations. e e
" Those printed sheets contain my handwritten drafting corrections which 1 ,
~-hope are legible, I did not have the time to retype sll of them, and some —~~ - -~~~

- are not changes in drafting but in word clarification,

S I hope that these suggestions are helpful, .

By the way, I have written about financial statements in my book, How
To Find Negligence and Misrepresentations in Financial Statements, The book
contains a chapter on Flduclary Accounting and how to find neghgence in
fiduciary reports. Enclosed is & brochure about the book,

ery sincerely,

s .
rving Kellog

Enclosures,



PART 8. ACCOUNTS

CHAPTER 1. GENERAL PROVISIOHNS

Aok T et k|

§ 10900, Contents of account Ekg&iﬁi,j
10900. An account shall include all of the following:
{a) A sﬁmmary statement, together with supporting schedules, of:
{1) Property in all inventories. )
{2) Receipts, excluding property listed in an inventory,:**°&vzyuﬂ‘;1fm“**
(3) Gains on sales. fm“j:Zj:::;f;qug
{4) Other acquisitions of propertﬁ.
(5) Disbursements,
{(6) Losses on sales.
(7) Other dispositions of property.
(S) Property remaining.
(b) A report of administration that states all other matteré

-

necessary to show the condition of the estate. The report shall
include, but 1is not 1limited to, a statement whether notice to
creditors was given under Section 9050 [AB 708] and & statement of
creditor claims, including the name of each claimant, the nature and
due date of the claim, and the action taken on the claim.

Comment, Section 10900 supersedes former Section 920.3 [aB 708]
and the first sentence of former Section 921, .

Subdivision {a)} is based on concepts developed in Note, California
Probate Accounting Procedures, 39 S5, Cal. L. Rev. 316 (1966). In the
account, each schedule should contain. a breakdown of the summary item
inte its component parts, For instange, the summary item of receipts
might be broken down into the totals of interest income, dividend
_income, royalties TTéceived, and” miscellaneous receipts_"__fﬁéuﬁEkact
“breakdown would vary, depend1ng on the nature of the estate. It would
be unnecessary teo show in the summary more than the total amount of
each component part making up the total, For illustrative material,
see American College of Probate Councel National F1duc1ary Accounting
Standards (1980). T T T T
~"""The report of administration (subdivision (b)) should include,
ameng other relevant matters, that actual notice was given to known
creditors (Section 9050 [AB 708]) ,and that cash was invested in
interest-bearing accounts or other proper investments (Section 9652 [ASB
7087). In the case of a final accéunt, the report of administration
must include the amount of fees anq'commissions paid or payable to the
personal representative and to the attorney and must set forth the

basis for determining the amount. Section 10954(c) (waiver of account).

n b i ————— 1471 = e e ey -~ VR



CROSS-REFERENCES : '
Definitions
Personal representative § 58
Property § 62
Verification required § 1284

P S N N
o
§ 10901, Production of supporting documents

19901, On court order, or on :"request by - an--interested-—person ._
filed with the clerk and a copy served on the personal representative,

the personal representative shall éhbmit . the documents specified in

——— iR e P

——— e

] T e L...-r*-rf‘ “\\

the order or request. that support an accoung;for inspection and audit
- *‘“*r*———-—————mu m—

\\ﬁ?y the court or interested person._dmim h —
' Comﬁgﬁg: Section 10901 supersedes former Section 925, extending

the voucher procedure to supporting documents generally.

CROSS-REFERENCES
Definitions
Interested person § 48
Personal representative § 58

CHAPTER 2. WHEN ACCOUNT REQUIRED

§ 10950. Court-ordered account . WY Y] 4

10950. (a) On 1its own motion or on ,petition of-an-interested

rson, the court may order an account at any time. .
PEESOn, ¥ ¥ et e

(b} The court'shall order an account onApetition of-aminterested:
. persen made more than one year after the last account was filed or, if
no previous account has been filed, made more than one year after
issuance of letters to the personal representative.

{e) The court order shall specify the time within which the/ffftf
aceeunt must .be filed,d ™ Aspnt !

Comment . Section 10950 supersedes portlons of the Ffirst
sentences of former Sections 921 and 922. The section is subject to
Section 10954 (waiver of account}.

CROSS-REFERENCES .
“Actions in chambers, Code Civ. Proc. § 166
Defined terms
Interested person § 48
Letters § 52
Personal representative § 58

o g e B v —-



§ 10951, Final account
. 10951, The personal representative shall file a final account

and petition for an order for final distribution of the estate when
the estate is in a condition to be closed.

Comment, Section 10951 supersedes the second sentence of former
Section 922 and 1s consistent with Section 11640 (petition and order
for final distribution) [to be drafted]. The section is subject to
Section 10954 (waiver of account).

;/ CROSS-REFERENGES
DPefinitions
Personal representative § 58

2. _Account after authority terminated
10952, A personal representative who resigns, is removed from

office, or whose authority is otherwise terminated, shall#file an

S

a® LT T AL Py e BT A TS wle,

account withim 60 days thereafter unless the time.is_.extended.by_the-
" . Lo

court. If the personal representative fails to so file the account,
the court may compel the account pursuant to Chapter 4 (commencing
with Section 11050).

Comment, Section 10952 supersedes former Section 923, The
section is subject to Section 10954 (waiver of account). For an
account where the personal representative dies or becomes incompetent,
see Section 10953.

CROSS—-REFERENCES
Definitions
Personal representative § 58

0953, Account where personal representative dies or becomes
incompetent

10953. (a) As used in this section, "legal representative" means
the perscnal representative of a deceased personal representative or
the conservator of - the estate of an ;ncompetent personal
representative.

{(b) If a personal representative dies or becomes incompetent and

a legal representative 1is appointed for the deceased or incompetent
..Jff...o-w_ ."“-9?:& PR C TN —,J':,{ RS

personal representative,, within 60 days after ,appointment the legal
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(c) If a personal representative dies or becomes incompetent and-
no legal representative is appointed for the deceased or incompetént
personal representative, or if the personal representative absconds,

' /fzhfthe court may compel the attorney for the absconding, deceased, or
Incompetent personal representative or attorney of record d4n the
estate proceeding to file an account of the administration of the
‘absconding, deceased, or incompetent personal representativﬁ:ﬁ;m-uﬁw——#v~ﬂ*¥l

{(d) The legal representative or attorney shalli exercise
reasonable diligence in preparing an account under this section. The
court shall settle the account as in other cases. The court shall
allow a fee to the legal representative or the attorney for preparing
the account; the fee shall be a charge against the estate that was
being administered by the deceased, 1incompetent, or absconding
perscnal representative,

Comment. Section 10953 restates former Section 932 with changes
for internal consistency. The court referred to in this section is
the ccurt in which the estate of the original decedent is being
administered. :

CROSS-REFERENGES
Definitions
Personal representative § 58
Verification required § 1284

§ 10954, Walver of acecount

' 10954. (a) Notwithstanding any other provision of this part, the
personal representative is not required to file an account if any of
the following conditions 1s satjisfied as to each person entitled teo
payment or distribution from the estatenr*?ﬁcaﬁbﬂ-?“nghjri‘ AT,

(1) The perscen has executed and filed a written waiver of account
or a written acknowledgment that the person's interest has been
satisfled,

{2) Adequate provislon has been made for safisfaction in full of
the person's iInterest. This paragraph does not apply to afresiduary
devisee or a devisee whose Interest in the estate 1s 'Eubject to
abatement, payment of expenses, oOT accrual of interest or income.

{b} A waiver or acknowledgment under subdivision {(a) shall be
executed by the following persons:

(1) If the person entitled to payment or distribution is an adult
and competent, by the person entitled to payment or distribution,




(2) If the person entitled to payment or distribution is a minor,
by a person authorized to receive money or property belonging to the
minor. If the walver 1s executed by a guardian of the estate of the
minor, the waiver may be executed without the need to obtain approval
of the court in which the guardianship proceeding is pending.

(3) If the person entitled to payment or distribution is a
conservatee,'hy the conservator of the estate of the conservatee. The
walver may be executed without the need to obtain approval of the
court in which the conservatorship proceeding is pending.

{4) If the person entitled to paymént or distribution is a trust,
by the trustee, but only If the named trustee’s written acceptance of
the trust is filed with the court.

{5) If the person entitled to payment or distribution is an
estate, by the personal representative of the estate,

(6) If the person entitled to payment or distribution is
incapacitated, unborn, unascertained, or is a person whose identity or
address is unknown,;or ig.a designated class of persons who are not
ascertained or are not in being, and there is a guardian ad litem
appointed to represent the person entitled to payment or distribution,
by the guardian ad litem.

{¢) Fotwithstanding subdivision (a), the personal representative
shall file a final report of administration at the time the final
account would otherwise have been required. The final report shall
include the amount of fees and commissions paid or payable to the
personal representative and to the attorney and shall set forth the
basis for determining the amount.

Comment., Section 10954 restates former Section 933, with the
addition of unpaid creditors (persons entitled to payment) to those
whose waliver is required and the elimination of beneficiaries whose
Interest will be satisfied in full, The reference to a trustee's
consent to act in subdivision (b)(4) has been replaced by a reference
to the trustee's written acceptance of the trust. See Section 15600
(acceptance of trust by trustee). Subdivision (b)(6) is substituted
for the former provision precluding waiver if a person entitled to
distribution is unascertained.

CROSS-REFERENCES
Definitions
Person § 56
Personal representative § 58
Trust § 82
Trustee § 84

Note. Further review of subdivision {a) is pending.
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CHAPTER 3. SETTLEMENT OF ACCOUNT

§ 11000, WNotice of hearing

11000. <{a) The personal representative shall give notice of the
hearing as provided in Section 1220 [AB 708].

(b) In addition to the notice required by subdivision (a), notice
of the hearing: shall be given as provided in Section 1220 to all of
the fofowing persons:

(1) Each known heir whose interest in the estate is affected by

A the account,

(2) Each known devisee whose interest in the estate is affected
by the account,

{3) The State of California, if any portion of the estate is to
escheat to it and its interest is affected by the account,

(c) If the petition for approval of the account requests fees,
the notice of hearing shall so state,

(d) If the account is a final account and is filed together with
a petition for an order for final distribution of the estate, the
notice of hearing shall so state.

Comment., Subdivisions {(a) and (b) of Section 11000 restate the
third sentence of former Section 926 [AR 708] without substantive
change, Subdivision (c¢) is new. Subdivision {(d)} restates the first
portion of the second sentence of former Section 926(a) [AB 708]
without substantive change. Notice must also be given to persons who
have requested special notice. See Sections 1220(e), 1250, 1252 [AB
7087, .

CROSS-REFERENCES

Clerk to set matter for hearing § 1285
Definitions

Devisee § 34

Heirs § 44

Person § 56

Personal representative § 58

§ 11001. Contest of account

11001. (a) All matters may be contested for cause shown,
including but not limited to:
{1) The validity of an allowed or approved clalm not reported in

a previous account and not established by judgment.

-10-



Comment. Section 11005 restates former Section 931, making clear
that the exception in subdivision (b} applies only until entry of the
order and not until physical distribution, As to the effect of fraud
on the conclusiveness of the order, cf, Lazzarone v. Bank of America,
181 Cal. App. 3d 581, 226 Cal. Rptr. 855 {(1986) (trust account), and
Bank of America v. Superior Court, 181 Cal. App. 3d 705, 226 Cal,
Rptr. 685 {1986) (guardianship account). :

- CROSS-REFERENCES
Definitions
Interes}ed person § 48

/
| CHAPTER 4. COMPELLING ACCOUNT

§ 11050, Sanction for failure to account
11050. Subject to the provisions of this chapter, if the

personal representative does not file a required account, the coﬁrt
shall compel the account by punishment for contempt.

Comment. Section 11050 restates the third sentence of former
Section 922 without substantive change. This chapter may also be used
to compel an account by a personal representative whose authority is
terminated. Section 10952. '

CROSS-REFERENCES
DPefinitions
Personal representative § 58

§ 11051, Citation .
11051. (a) A citation shall be issued, served, and }eturned,

requiring a personal representative who does not file a required
account to appear and show cause why the personal representative
should not be punished for contempt.

{b) If the personal representative purposefully evades personal
gervice of the citation, the personal representative shall be removed
from coffice. |

Comment . Subdivision {(a) of 8Section 11051 restates the last
sentence of former Section 922 without substantive change.
Subdivisioen (b) restates a portion of former Section 924 without
substantive change.

CROSS—-REFERENCES
Definitions
Personal representative § 58

-]13-



§ 11052. Punishment for contempt ,é;aﬂxg?“
11052, 1If the personal representative does not appear andAfilé a

fequired account, after having been duly cited, the personal
representative may be punished for contempt or removed from office, or
both, in the discretion of the court.

Comment, Section 11052 restates the last sentence of former
Section 921 and restates a portion of former Section 924 without
substantive change. See also Section 8505 (removal from office for
contempt) [to be drafted].

CROSS-REFERENCES
Definitions
Personal representative § 58
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CLYDE E. HOLLEY (1891-1980)
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September 14, 1987 CA 1AW REV. COMM'N

SEP 16 1987

TECRIYED

California Law Revision Commission
4000 Middlefield Road, Suite D-2
Palo Alto, CA 94303-4739

Re: Tentative Recommendations Relating to
Probate Law and Procedure

Dear Chairman:

I have reviewed the July 1987 Tentative
Recommendations Relating to Probate Law and specifically
ACCOUNTS, and agree with them. However, I foresee possible
problems with the tentative draft of Section 10954 concerning
waiver of accounts. The specific language of that section does
not appear to cover the situation where a distribution has been
made to a beneficiary, but the beneficiary refuses to sign a
receipt or to acknowledge satisfaction of the bequest. [ have
had this situation to occur usually in the context of contested
probate litigation. In some cases it does not pose a substan-
tial problem, such as in the case of a specific bequest of cash
where the check can be filed with the court to prove distri-
bution. However, in non-cash bequests, where the person
refuses to sign a receipt, the existing draft for Section 10954
would seem to prevent the other interested persons of the
estate from waiving an accounting,

In addition, one further situation does not seem to be
adequately covered, that is the case of a preliminary distri-
bution to a person that dies prior to signing a receipt. I
assume that in such a case that the personal representative of
the estate of the deceased beneficiary would be entitled to
waiver the accounting as was contemplated under subparagraph
(5), but T am not sure of what the results would be if the
deceased beneficiary died under circumstances where no probate
administration was conducted.



LAW OFFICES
HOLLEY & GALEN

California Law Revision Commission
September 14, 1987
Page Two

The other recommendations concerning accounts,
litigation involving the decedent, abatement and rules of
procedure appear to be workable.

Very 73 ly yours,

£ Z

Richard E. Llewel&yn 1I
of

HOLLEY & GALEN
REL: jgp
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September 15, 1987

California Law Revision Commission
4000 Middlefield Road

Suite D-2

Palo Alto, CA 94303-4739

Re: Tentative Recommendations Relating to Probate

I was the Presiding Judge of Probate in Orange County for
two years during the years 1985 and 1986.

I have reviewed the tentative recommendation relating to
accounts and have a couple of recommendaticns.

In connection with notice of hearings on accounts, I would
recommend that where an estate is insclvent, it be required that
notice must be given to all creditors who have filed claims in
the estate. For all practical purposes, when an estate is
insolvent, the creditors are the beneficiaries of the estate.
Notwithstanding this, it has been my experience that few
attorneys give these creditors notice of hearings of settlements
of accounts.

In connection with the proposed section 11004, and the
settlement of claims not properly made or allowed within the time
prescribed by law, a frequent trap for wunwary personal
representatives as well as their attorneys is the reguirement
that all creditor claims of a personal representative must be
filed and approved by the court, even if there is an independent
administration of the estate. This results many times in
hardships to the personal representatives and perhaps malpractice
claims against the attorneys. I believe the law should provide
that the Court may, in its discretion, approve the claim of the
persconal representative for funeral expenses and last illness
expenses only as part of a final accounting even if the claim or
debt has not been paid within the time prescribed and even though
a claim was not filed within the time to file. Notice should be
given to all heirs and beneficiaries of the fact that such a
request is being made.




Buperior Gourt of the State of California

Yoty of @Orangs
California Law Revision Commission

September 15, 1987
Page Two

The present law permits an undue windfall for heirs and
beneficiaries where a personal representative has paid a funeral
bill but has not gotten reimbursement and did not file a
creditor's claim in time and where there is no doubt the bill was
properly owing and fair in amount.

Very iruly yours,
f\)

Judge of theg/Superior Court

HTM:gl
87-017
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John H. DeMoully (202)785-2288
Executive Secretary

California Law Revision Commission

4000 Middlefield Road, Suite D-2

Palo Alto, CA 94303-4739

Re: Tentative Recommendation Relating to
Probate Law and Procedure: Accounts

Dear Mr. DeMoully:

I wish to make a partial response to the Tentative Recommen-
dation Relating to Probate Law and Procedure regarding Accounts.
My response is directed to proposed Probate Code sections 11001
and 11002 regarding contest of accounts, presently addressed
in Probate Code section 927. These sections allow the court
to award fees, commissions and costs against a ccntestant if
it is determined by the court that the contest was made without
reasonable cause and good faith.

I have been retained by disgruntled beneficiaries in several
improperly administered estates over the past few years. 1In
these estates, the personal representative (who was also a benefi-
ciary) willfully or negligently misadministered the estates,
refused to respond to reasonable communication to remedy the
problems, forced the beneficiaries to retain legal counsel, even-
tually settled the matter for an amount equivalent to, or even
less than, the original gift under the will and left the benefi-
ciaries seriously harmed due to the inability to recover attorneys
fees and costs.

I believe it would serve the best interests of all parties
to the administration of estates to include in Probate Code section
11001 a subsection (¢} which would provide as follows:

{(c) 1If, upon the hearing, the court determines that
the personal representative resisted the contest without reasonable
cause and good faith, and the personal representative is not
a beneficiary, the court may award against the personal represen-
tative the fees, commissions and costs of the beneficiaries and
their attorneys which are incurred to protect the interests of



John H. DeMoully
September 18, 1987
Page 2

the beneficiaries, and the personal representative shall be person-
ally liable therefor. If the personal representative is a benefi-
ciary, the court shall award against the personal representative
such fees, commissions and costs, and the personal representative
shall be personally liable therefor. The amount awarded that
remains unsatisfied is a charge against any interest of the personal
representative in the estate.

In keeping with the spirit of my suggested additions to
section 11001, section 11002(b) should be expanded as follows:

(b) The court may appeoint one or more referees to
examine the account and make a report on the account, subject
to confirmation by the court. The court may allow a reasonable
compensation to the referee to be paid out of the estate if it
is determined that the contest was made without reasonable cause
and good faith. If the court determines that the personal represen-
tative resisted the contest without reasonable cause and good
faith, the court may allow a reasonable compensation to the referee
to be paid by the personal representative who shall be personally
liable therefor and such amount that remains unsatisfied is a
charge against any interest of the perscnal representative in
the estate.

I have also found that especially in small estates (under
$600,000), delays of more than a few weeks after statutory deadlines
for such things as filing an accounting, filing a petition for
final distribution, filing an inventory and appraisement and
filing a supplemental inventory and appraisement for after discovered
property, often occur when the personal representative is also
a beneficiary of the estate and has interests adverse to the
interests of the other beneficiaries of the estate. After lengthy
delays, sometimes amounting to several years, and after numerous
attempts (including court hearings, formal settlement conferences,
informal settlement negotiations and finally, discovery procedures
which should not have been required) to obtain the rightful interest
of the beneficiaries, eventually a settlement is reached so that
the beneficiaries may obtain property or assets of the estate
equivalent or almost eguivalent to what they would have received
if the administration of the estate had proceeded in an orderly
fashion. Unfortunately, by that time, the beneficiaries have
incurred thousands of dollars in attorneys fees and costs which
are not recoverable in the probate proceeding and in addition
they are asked to execute a full release and settlement of all
claims relating to the estate. It is for this reason that I
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believe fees and costs by such beneficiaries should be considered
with regard to these other aspects of the administration of estates.

I am sufficiently concerned about these issues to be willing
to meet with members of the Commission to attempt to come to
a reascnable and workable proposal to deal with them. Please
feel free to contact me at your convenience if I may be of further
assistance. Thank you.

Very truly yours,

. LILLICK McHOSE & CHARLES

’ - W

175:039:92000: PDPRPL
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Tentative Recommendation

relating to
AGCCOUNTS

The provisions of existing law governing accountsl are generally
restated in the proposed law without substantive change. There are a
few specific changes worthy of note:

Contents of account. The existing probate account includes a
number of items that are of limited value and fails to require some
information that would make the account a more descriptive and useful
document. The proposed law revises the account contents somewhat to
make the probate account more analogous to a standard type of balance
sheet .2

The account will include a summary statement of the significant
aspects of the administration.? The summary will be supported by
schedules that break down each summary item into its component parts,
For instance, the summary item of receipts might be broken down into
the totals of interest Income, dividend income, royalties received, and
miscellaneous receipts. The exact breakdown will vary, depending on

the nature cof the estate. It will be unnecessary to show in the

1. Prob. Code §§ 920-933,

2. The concepts are derived from Craig, California Probate Accounting
Procedures, 39 S. Cal. L. Rev. 316 (1965).

3. The summary includes, in addition to a report of administration, a
statement of property in the estate, receipts, gains and losses on
gales, and other acquisitions and dispositions of property.



summary more than the total amount of each component part making up
the total.%

This scheme encourages the use of gound bookkeeping practices.
It will alsc save the time and expense of a narrative report of the
details of each tramsacticn. In case greater detail is required by =&
beneficiary or other interested person, the court is authorized by the
proposed law to require the personal representative to submit
documents supporting the account for inspection and audit,

When interim account required, Interim accounts in estate
administration are not required as a matter of course but only on
petition of an interested person or on the court's own motion.J
Where there is a turnover or change in administration, either because
the personal representative dies or becomes incompetent, or because
the personal representative resigns or absconds or the authority is
otherwise terminated, an account should be required automatically
without an interested person having to petition for one. The proposed
law requires this in the interest of procedural efficiency. The
automatic account requirement 1s subject to waiver by the Interested
parties.

Waiver of account., Existing law permits a waiver of an account
by distributees of the estate.® This provision could effectively
enable beneficiaries to hide detalls of the administration from
interested creditors who would otherwise be entitled to an account.’
The proposed law remedies this defect by making clear that persons
entitled to payment from the estate must be joined in any waiver of

accounts, unless their interests will be satisfied under the account,

4, For illustrative material, see American College of Probate Counsel,
National Fiduclary Accounting Standards {1980).

5. Prob. Code §§ 920, 921, 923, 932, A final account is required as a
matter of course. Prob. Code § 921,

6. Prob. Code § 933.

7. Prob., Code §§ 921, 922 {(account on petition of person interested in
estate).



Contest of account, In a contest of an account an interested

person may except to settlement of an allowed claim. Existing law
permits a jury trial on lssues of fact in the contest.8 The proposed
law eliminates the Jjury trial provision. A jury trial on such a
matter is an unnecessary imposition on the parties, the courts, and
the persons required to serve as Jurors, as well as an unwarranted
expense. Accounts 1n other areas are considered to be matters
appropriate for court review rather than review by a lay jury.9

The proposed law also makes clear that in addition to other
appropriate proceedings, an interested person may obtain court review
of actions by the personal representative through a contest of an

account, in the interest of procedural efficiency.

8. Prob. Code § 928,

9. Bee, e.g., Prob. Code §§ 1452 (no jury trial of guardianship or
conservatorship aceount), 17006 (no jury trial of trust account),
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PART 8. AGCOUNTS

CHAPTER 1. GENERAL PROVISIONS

10900. Contents of account

10900. An account shall include all of the following:

(a) A summary statement, together with supporting schedules, of:

{1) Property in all inventories.

(2) Receipts, excluding property listed in an inventory.

{3) Gains on sales.

(4) Other acquisitions of property.

(5) Disbursements,

{6) Losses on sales.

{7) Other dispositions of property.

(8) Property remaining.

(b) A report of administration that states all other matters
necessary to show the condition of the estate. The report shall
include, but is not limited to, a statement whether notice to
creditors was given under Section 9050 faB 708] and a statement of
creditor claims, Inecluding the name of each claimant, the nature and
due date of the claim, and the action taken on the claim.

Comment, Section 10900 supersedes former Section 920.3 [a5 7087
and the first sentence of former Section 921,

Subdivision (a) 1s based on concepts developed in Rote, California
Probate Accounti Procedures, 39 5. Cal. L. Rev. 316 (1966). In the
account, each schedule should contain a breakdown of the summary item
inte its component parts. For instance, the summary item of receipts
might be broken down into the totals of interest income, dividend
income, royalties received, and miscellanecus receipts. The exact
breakdown would vary, depending on the nature of the estate. It would
be unnecessary to show in the summary more than the total amount of
each component part making up the total. For illustrative material,
see American College of Probate Counsel, National Fiduciary Accounting
Standards (1980).

The report of administration (subdivision (b)) should include,
among other relevant matters, that actual notice was given to known
creditors (Section 9050 [faB 708]) and that cash was invested in
interest-bearing accounts or other proper investments (Section 9652 [AB
7087). In the case of a final account, the report of administration
nust Iinclude the amount of fees and commissions paid or payable to the
personal representative and to the attorney and must set forth the
basis for determining the amount. Section 10954(c) (waiver of account).




CROSS-REFERENCES
Definitions
Personal representative § 58
Property § 62
Verification required § 1284

Noie. Section 10900 revises the contents of the account in a form
more analogous to standard financial statements than to a narrative
chronological recitation of the actions of the personal
representative, This «change was generally approved by the
commentators. John G. Lyons, San Francisco (Exhibit 10), for example,
believes the proposed section *"will be very heipful to improve
accounts,”

However, one commentator, Howard Serbin, Orange County Counsel
(Exhibit 8), opposes any change in the character of the account. He
thinks that more than an account summary is required--a person
interested should be able to ascertain what particular receipts and
expenditures were made in the administration. The staff believes Mr.
Serbin has overlooked the requirement of Section 10900 that the account
include & summary statement "“together with supporting schedules.” The
supporting schedules should provide what he is looking for. Perhaps it
would be worthwhile to give illustrative material concerning supporting
schedules in the Comment.

In this connection, State Bar Study Team 4 (Exhibit 14) states its
understanding that a chronological form of account would not be
prohibited; but it could be implied Ffrom the Comment that a
chronological account is no longer acceptable. They suggest that the
Comment make clear that the account may be either chronclogical or by

category. Certainly that was the concept at some point in the
development of this proposal, but it appears the proposal may have
evolved beyond ¢this. The Commission should make an affirmative

decision at this point whether to retain the chronological account as
an option.

Mr. Serbin also gives as a reason for opposing change in the form
of the account that “it would probably cost money to change the form of
accounts as allowed by the proposed law, due to modifications ihat
would be needed in the computer system.” Interestingly enough,
efficiency of accounting through computerization is one of the
arguments made by a number of commentators for Ffurther change in the
law governing accounts. In particular, a number of commentators have
suggested adoption of the National Fiduciary Accounting Standards, for
which computer programs are available. See, e.g., Luther J. Avery, San
Francisco (Exhibit 4) and Irving Kellogg, Los Angeles (Exhibit 15).
Mr. Avery states:

Computer sofiware has been develcped for the use of
probate practitioners based upon the Fiduciary Accounting
Project. In my opinicn, the statutes of California should
prescribe that the accounts described in Part B conform to
the standards of the Fiduciary Accouniing Project. It would
be perticularly importanit to impose upon all the probate
courls of the state a requirement of uniformity in the form
of accounting so that costs of probate can be lowered by
permitting lawyers to use a standard format that can be
produced by existing compuier prograns.



The Fiduciary Accounting Froject has been adopted as the
standard by many other states and there is a movement to try

to persuade all states to adopt the format of the Fiduciary

Accounting Project.

In my opinion, the format of the Fiduciary Accounting

Project accomplishes everything in the July 23, 1987

Tentative Recommendation relating to accounts.

Mr. Rellogg attachaes a copy of the Uniform Fiduciary Accounting
Principles and Model Account Formats.

On the oiher hand, State Bar Study Team 4 (Exhibit 14) would
delete all reference to these standards from the Comment, which points
the practitioner to the standards as illustrative. The Bar Teanm says
that a copy of these would be difficult for the average practitioner to
obtain. "Perhaps a reference more readily available to California
practitioners could be recommended.”

When the Commission studied this matter in the past it declined to
adopt the National Fiduciary Accounting Standards both because of the
problem of availability and because there is not unqualified acceptance
of these standards by many groups within the accounting profession.
Subdivision (a).

There were a few comments addressed to the specifics of the
financial statement type of account. In connection with subdivision
a){2 listing r ipts b excludin roperty listed in an inventory,
Judge Robert R. Willard, Ventura (Exhibit 9), remarks, "I 1ike Gthis
section, particularly item (a)(2). Many accounts presented to me group
all money received as receipts without distinguishing between income
and the collection or sale of inventoried items. It is not uncommon
for petitions to duplicate such items in the base for statutory fees.”

Subdivision 8) reguires a atement of th roperty remainin
at the time of the account. Robert K. Maize, Jr., Santa Rosa (Exhibit
6) would add to this a statement of the fair market value of the
property, "so that information would be available to evaluate the
personal representative’s management of the estate and any in-kind
distribution proposed by the personal representative.” The staff does
not believe this would be practical, except as to stock. Moreover, it
is not the value af the time of the account that is important at
distribution, but value at the time of death, i.e., inventory value.
Perhaps the account could list inventory values. We do note, however,
that the National Fiduciary Accounting Standards does require current
property values.

Mr. Maize would also require a separate statement of receipts ap
dishursements relating to assets that are the subject of Sspecific
gifts. He notes that specific gifts carry receipts from the date of
death, so that a specific account ‘“would provide the information needed
when those assels are distributed.” This makes some sense to the staff,

Frank M. Swirles, Rancho Santa Fe (Exhibit 3), and Irving Rellogg,
Los Angeles (Exhibit 15), would go further and require the account to
indicate__alliocation of receipts and disbursements to income and
principal. Mr. Swirles states, "An accounting should clearly indicate
what the fiduciary has done as to allocations of principal and income
and the result. Only by doing that is it possible to determine the
value of the corpus.” This result would be achieved to a great extent
by the separate statement of specific gifts, suggested above. However,
in cases where estate administration had continued beyond a year and




interest had accrued on general devises, or where a devise was made in
the form of future interest not subject to a trust, Mr. Swirles’ and
Mr, Kellogg's suggestion would require allocation of estate assets to
the various devises. Such an allocation would clearly be appropriate
if done voluntarily; whether it would be advisable to regquire it in all
cases is wmore problematical. The final account and distéribution would
show these allocations, and this may be all that is really needed in
the usual case.

Mr. Swirles also suggests that the account should show taxable
income and distributeble net income. Inclusion of such items *“would
take some of the mystery out of accounts, and be the basis for
fiduciary income tax returns so that the whole thing would hang
together.” He doesn’t have a concrete suggestion For the Fformat for
such an account, but volunteers Professor Kasner of University of Santa
Clara Law School, who he's sure would be glad to make suggestions.
Subdivisicon (b}.

Ruth A. Phelps, Burbank (Exhibit 5), supports the requirement in
subdivision (b) that the report of administration include a statement
whether notice %o creditors was given. "I think this is a significant
change and needs to be highlighted. I also agree with it.”

The Executive Committee of the Probate and Trust Section of the
Los Angeles County Bar (Exhibit 7) suggests that the statement of the
nature and due date of claims should refer instead to the due date “for
the filing” of claims. While this would be marginally useful, the
staff believes we really do want the due date of claims thet are not
yet due; this will enable the court tc know the extent of Iliabilities
against the estate. This point is also made by Robert K. Maize, Jr.,
Santa Rosa (Exhibit 6), who believes the account should state
specifically the unpaid liabilities and claims against the estate, and
the properties that are subject to those liabilities or claims, *“So
that information would be available to evaluate the personal
representative’s management of the estate and any in-kind distribution
proposed by the perscnal representative.” In response to these
suggestions, the staff would ¢treat creditor claims in more detail,
perhaps making a separate subdivision, thus:

The account shall include a statement of liabilities of
the estate. The statement shall include the following
information concerning creditor claims:

(1) Whether notice to creditors was given under Section
2050.

{(2) A statement of creditor claims filed, including the
date of £iling the claim, the name of each claimant, the
nature of the claim, and the action taken on the claim.

(3) Any claim not paid, the due date of the claim and
the reason for nonpayment, and any property that is security
for the claim by mortgage, deed of trust, or other lien,

This would also resolve ilhe concern expressed by State Bar Study Team 4
(Exhibit 14) that the meaning "include, but not limited to” is not
clear as applied to the creditor claim material in the report of
administration.




§ 10901, Production of supporting documents

10901. On court order, or on request by an iInterested person
filed with the clerk and a copy served on the personal representative,
the personal representative shall produce for inspection and audit by
the court or interested person the documents specified in the order or
request that support an account.

Comment, Section 10901 supersedes former Section 925, extending
the voucher procedure to supporting documents generally.

CROSS—REFERENCES
Definitions
Interested person § 48
Personal representative § 58

Noie. John G. Lyons, San Francisco (Exhibit 10}, notes that this
section onmits much of the detail of the former voucher provisions.
"“How long should vouchers be retained? C(Can we withdraw a voucher by
substituting a certified copy?” The (Commission replaced the voucher
procedure with the court order for production of documents under this
section in order to avoid all this detail and because the voucher
procedure is not used in many counties. Under this section any
supporting documentation should be retained by the personal
representative until an order for final distribution becomes final,
since the order settling an account could possibly be challenged at any
time until then.

The staff has incorporated drafting changes suggested by Mr. Lyons
and by Irving Rellogg, Los Angeles (Exhibit 15).

CHAPTER 2. WHEN ACCOURT REQUIRED

10950. Court—ordered account

10950. (a) On its own motion or on petition of an interested
person, the court may order an account at any time.

{b) The court shall order an account on petition of an interested
perscn made more than one year after the last account was filed or, if
no previous account has been filed, made more than one year after
issuance of letters to the personal representative,

{c) The court order shall specify the time within which the
personal representative must file an account.

Comment. Section 10950 supersedes portions of the first
sentences of former Sections 921 and 922, The section is subject to
Section 10954 (walver of account).



CROSS-REFERENCES
Actions in chambers, Code Civ. Proc., § 166
Defined terms
Interested person § 48
Letters § 52
Personal representative § 58

Note. Rawlins Coffman, Red BIluff (Exhibit 12), suggests that in
addition to the other situations in which an interim account is
reqguired, one should be required when reporting the reasons for delay
in distribution under Section 1025.5. We do require the report of
status of administration to “show the condition of the estate.”
Perhaps, as Mr. Coffman suggests, an account is a more precise way to
“show the condition” of the estate.

§ 10951, Final account

10951. The personal representative shall file a final account
and petition for an order for final distribution of the estate when
the estate is in a condition to be closed.

Comment. Section 10951 supersedes the second sentence of former
Section 922 and 1s consistent with Section 11640 (petition and order
for final distribution) [to be drafted]. The section is subject to
Section 10954 (walver of account).

CROSS—-REFERENCES
Definitions
Personal representative § 58

Nofe, Rawlins Coffman, Red Bluff (Exhibit 12), observes that a
supplemental account is necessary in almost every probate after final
distribution, and suggests that this be required by statute. No
approval by the court or hearing would occur for the supplemental
account unless requested by an interested distributee.

The Commission has developed a scheme in connection with
distribution and discharge that takes care of after-acquired property
by sending it in accordance with an omnibus clause in the order for
distribution or on a petition for instructions. The omnibus clause
method is supplemented by the authority of the court, in an
appropriate case, to require a supplemental account.

§ 10952, Account after authority terminated

10952, A personal representative who resigns, is removed from
office, or whose authority is otherwise terminated, shall unless court
extends the time, file an account mnot 1later than 60 days after
termination of authority. If the personal representative fails to so
file the account, the court may compel the account pursuant to Chapter

4 {(commencing with Section 11050).
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Comment. Section 10952 supersedes former Section 923. The
section is subject to Section 10954 (waiver of account). For an
account where the personal representative dies or becomes incompetent,
see Section 10953,

GCROSS—-REFERENCES
Definitions
Perscnal representative § 58

Nole. Howard Serbin, Orange County Counsel (Exhibit 8), supports
this seciion, *It will be helpful to have the sixty-day limit., In
the past, it sometimes takes the predecessor representative too long
to present his account. This, of course, delays the adwinisération of
the estate and collection of any surcharge.”

§ 10953, Account where personal representative dies or becomes

incompetent

10953. (a) As used in this section, "legal representative” means
the personal representative of a deceased personal representative or
the conservator of the estate of an incompetent personal
representative.

(b) If a personal representative dies or becomes incompetent and
a legal representative is appointed for the deceased or incompetent
personal representative, the legal representative shall not later than
60 days after appointment file an account of the administration of the
deceased or incompetent perscnal representative,

(c} If a personai representative dies or becomes incompetent and
no legal representativg is appointed for the deceased or incompetent
personal representative, or if the perscnal representative absconds,
the court may compel the attorney for the absconding, deceased, or
incompetent personal representative or attorney of reccrd in the
estate proceeding to file an account of the administration of the
absconding, deceased, or incompetent persocnal representative.

(d) The 1legal representative or attorney shall exercise
reasonable diligence in preparing an account under this section. The
court shall settle the account as in other cases. The court shall
allow a fee to the legal representative or the attorney for preparing
the account; the fee shall be a charge against the estate that was
being administered by the deceased, incompetent, or absconding

perscnal representative.
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Comment. Section 10953 restates former Section 932 with changes
for internal consistency. The court referred to in this section is
the court in which the estate of the original decedent is being
administered.

CROSS-REFERENCES
Definitions
Personal representative § 58
Yerification required § 1284

Note. Howard Serbin, Orange County Counsel (Exhibit 8) supports
this section. Jee discussion above in Note to Section I0952.

§ 10954, Waiver of account

10954. (a) Notwithstanding any other provision of this part, the
personal representative is not required to file an account if any of
the following conditions i1s satisfied as to each person entitled to
payment or distribution from the estate:

(1) The person has executed and filed a written waiver of account
or a written acknowledgment that the person's interest has been
satisfied,

(2) Adequate provision has been made for satisfaction in full of
the person's interest; This paragraph does not apply to a residuary
devisee or a devisee whose interest in the estate is subject to
abatement, payment of expenses, or accrual of interest or income.

(b) A waiver or acknowledgment under subdivision {a) shall be
executed by the following persons:

(1) If the person entitled to payment or distribution is an adult
and competent, by the person entitled to payment or distribution.

{2) If the person entitled to payment or distribution is a minor,
by a person authorized to receive money or property belonging to the
minor. If the waiver is executed by a guardian of the estate of the
minor, the waiver may‘be executed without the need to obtain approval
of the court in which the guardianship proceeding is pending.

(3) If the person entitled to payment or distribution is a
conservatee, by the conservator of the estate of the conservatee. The
waiver may be executed without the need tec obtain approval of the
court in which the conservatorship proceeding is pending.

{4) If the person entitled to payment or distribution is a trust,
by the trustee, but only 1f the named trustee's written acceptance of

the trust is filed with the court.
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(5) If the person entitled to payment or distribution is an
estate, by the personal representative of the estate.

(6) If the person entitled tc payment or distribution is
incapacitated, unborn, unascertained, or is a person whose identity or
address is unknown, or is a designated class of persons who are not
ascertained or are not in being, and there is =a guardian ad litem
appointed to represent the person entitled to payment or distribution,
by the guardian ad litem.

(c) Notwithstanding subdivision (a), the personal representative
shall file a final report of administration at the time the final
account would otherwise have been required., The final report shall
include the amount of fees and commissions paid or payable to the
personal representative and to the attorney and shall set forth the
basis for determining the amount,

Comment, Section 10954 restates former Section 933, with the
addition of unpaid creditors (persons entitled to payment} to those
whose waiver is required and the elimination of beneficiaries whose
interest will be satisfied in full. The reference to a trustee's
consent to act in subdivision (b){4) has been replaced by a reference
to the trustee's written acceptance of the trust. See Section 15600
(acceptance of trust by trustee). Subdivision (b)(6) is substituted
for the former provision precluding waiver iIf a person entitled to
distribution is unascertained.

CROSS-REFERENGES
Definitions
Person § 56
Pergonal representative § 58
Trust § 82
Trustee § 84

Note. Subdivision (8) excuses the filing of an account if waiver
is made by ‘each person entitled to payment or distribution.” The
effect of this provision is to reguire waiver by creditors as well as
beneficiaries. The protection of creditors by this draft is new;
existing law requires only beneficiaries for a valid waiver.

This change Iin law received substantial comment. It was opposed
by Luther J. Avery, San Francisco (Exhibit 4), and by State Bar Study
Team 4 (Exhibit¢ 14). Everett Houser, Long Beach (Exhibit 2), thinks
the provision should be narrowed to apply only to unpaid creditors who
have demanded special notice. The Bar Team thinks even this is
unnecessary--creditors' are adeguately protected by the ability to
appear and receive notices or to request special notice. (Presumably,
they are referring to notice of an order for distribution, since there
settlement of an account to notice.) The Bar Team sees the proposed
Statute as unduly favoring creditors. This is also Mr. Avery's point,
who says that the proposal creates a bargaining position for doubtful
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claimants and small creditors. He thinks creditor waiver shouldn’t be
required unless it's a large claim. "It would be far better if the
fiduciary can attest that all known claimants have been paid or
provided for." The staff believes this may offer a good solution if
there is a bond in the estate.

On the other hand, Sandra Kass, Los Angeles (Exhibit 11), and the
Executive Committee of the Probate and ZITrust Section of the Los
Angeles County Bar (Exhibit 7), both support the creditor claim
provision. Ms. Rass believes the waiver provisions are significantly
better than existing law. "The beneficiaries of an estate may
presently waive an accounting and thereby conceal the details of
administration from the decedent’'s legitimate creditors. Section
10954 would reguire that such creditors join in any waiver unless
their interests will be satisfied in Ffull. This is a much mnore
equitable approach.”

And, Myron W. Curzon, Los Angeles (Exhibit 1), would go even
further and require & waiver from perscns who make claims on the
estale, whether or not the claim is eventually successful!

Mr, Curzon also believes the requirement of waiver by
distribuftees is inadequate. Where the distributee is the trustee of a
trust, he would reguire waiver by the trust beneficiaries. The staff
fails to see the virtue of either of Mr. Curzon's suggestions.

Richard E. Llewellyn II, Los Angeles (Exhibit 16), also notes a
problem with waiver by distributees. If one distributee has already
received all he or she is entitled to, that distributee c¢an
nonetheless require accounts even though all other distributees may
have executed waivers by either refusing to sign a waiver or receipt
or by dying without subsequent appointment of & personal
representative. The staff believes these situations are adequately
covered by subdivision (a)({2)--adeguate provision has been made for
satisfaction in full of the person’s interest.

Under subdivision (c), even if there is a waiver of accounts, the
personal representative must file a final report of administration.
Mr. Curzon suggests adding to this an itemized specification of the
assets on hand (o be distributed, whether or not there is a waiver of
accounts. He does not elaborate reasons, or indicate why the petition
for final distribution would not contain this information.

Judge Robert R. ﬁillard, Ventura (Exhibit 9}, is also concerned
about a problem that can arise if there is a waiver of accounts--how
to ascertain the value of the estate for purpose of applying statutory
fees. His practice is to Iimit the fee base to the referee's
appraisal, or in the alternative to require a detailed account of
increases in the fee base and a specific representation that there
have been no losses. The staff notes that this matier is often
covered by court rules. We will look into this problem more closely
in connection with the commission of the perscnal representative and
attorney's fees.

—14—-
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CHAPTER 3. SETTLEMENT OF ACCOUNT

§ 11000, Notice of hearing

11000. {a) The personal representative shall give notice of the
hearing as provided in Section 1220 [am 708].

(b) In addition to the notice required by subdivision (a), notice
of the hearing shall be given as provided in Section 1220 to all of
the followlng persons:

(1) Each known heir whose interest in the estate is affected by
the account,

{2) Bach known devisee whose interest in the estate is affected
by the account,

(3) The State of California, if any portion of the estate iz to
escheat to 1t and its interest is affected by the account.

(c) If the petition for approval of the account requests fees,
the notice of hearing shall so state,

(d) If the account is a final account and is filed together with
a petition for an order for final distribution of the estate, the
notice of hearing shall so state.

Comment, Subdivisions (a) and (b) of Section 11000 restate the
third sentence of former Section 926 fAaB 708] without substantive
change. Subdivision (c¢) is new. Subdivision (d) restates the first
portion of the second sentence of former Section 926(a) [AB 708]
without substantive change. Notice must also be given to persons who
have requested speclal notice. See Sections 1220(e), 1250, 1252 [aB
7087,

CROS5-REFERENCES

Clerk to set matter for hearing § 1285
Definitions

Devisee § 34

Heirs § 44

Person § 56 '

Personal representative § 58

Note. Judge Henry T, Moore Jr., Orange County (Exhibit 17),
would add to the list in subdivision (b) of persons to be given nctice
of hearing, in a case where the estate is insolvent, creditors who
have filed claims. *"For all practical purposes, when an estate is
insolvent, the creditors are the beneficiaries of the estate,
Notwithstanding this, it has been my experience that few attorneys
give these creditors notice of hearings of settlements of accounts.”
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The requirement of subdivision (¢} that the notice of hearing on
an account state whether fees are regquested was supported by Howard
Serbin, Orange County Counsel (Exhibi¢ 8). Mr., Serbin also wonders
whether the exact amount of fees should be stated in the notice. The
staff does not believe this is necessary.

§ 11001. Contest of account

11001. (a) All matters may be contested for cause shown,
including but not limited to:

(1) The validity of an allowed or approved claim not reported in
a previcus account and not established by judgment,

(2) The value of property for purposes of distribution.

(3) Actions taken by the personal representative not previously
authorized or approved by the court, subject to Section 10590
(Independent Administration of Estates Act) faB 708].

(b) If, upon the hearing, the court determines that the contest
was made without reasonable cause and good faith, the court may award
against the contestant the fees, commissions, and costs of the
personal representative and attorney incurred to defend the account.
The amount awarded that remains unsatisfied is a charge against any
interest of the contestant in the estate.

Comment. Section 11001 restates the first, second, and fourth
sentences of former Section 927, with the addition of a provision
making clear the right of an interested person to obtain court review
of actions by the personal representative through a contest of an
account. See also Section 1043 (response or objection) [to be
draftedj. Subdivision (a)(2) permits a contest of the value of
property for purposes of distribution only, and not of the inventory
and appraisal; a separate procedure is provided for a direct contest
of appraisal values. See Section 8804 (objection to appralsal) [to be
drafted].

CRCGSS-REFERENCES
Definitions
Personal representative § 58

Note. Everett Houser, Long Beach {(Exhibit 2}, objects to the
provision of subdivision (a){l)} for challenging the validity of
allowed and approved creditor c¢laims. ‘'They have been examined Ffor
validity and propriety once, presumably by the Judge himself. Yet all
the fuss and bother is fo no avail when the account is filed. Here is
a duplication of effort.” The problem is, as we have seen, that the
judge does not really review approved claims in most cases, but simply
accepts the personal representative’s report. The only opportunity a
beneficiary would have to object would be on approval of the account.
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Subdivision (b) allows the gourt to award litigation expenses in
the case of an unreasonable contest. The Executive Commitiee of the
Probate and Trust Section of the Los Angeles County Bar (Exhibit 7)
suggests that the statute should make clear that referee fees are
included emong the expenses that may be awarded (see Section 11002).
The staff believes this is a good point. We would deal with it in a
general way, providing that "the court may award against the
contestant the fees, commissions, and «costs of the personal
representative and attorney and other expenses and costs of litigation
incurred to defend the account.” The Comment could mention referee
compensation specifically.

When litigation expenses are awarded, subdivision (b)) also
provides that "The amount awarded that remains unsatisfied is a charge
against any interest of the contestant in the estate.” Ruth A.
Phelps, Burbank (Exhibit 5), believes that the underscored words don't
add anything and simply confuse the issue. Although the staff does
not agree that the words cause any problem, we do believe they could
be deleted without loss. Obviously, under general principles of law,
the award would not be a charge against a share of the distributee if
the distributee had already paid the award at the time of distribution.

Nancy L. Powers, San Francisco (Exhibit IB8), makes a case for
awarding litigation expenses against the personal representative where
the personal representative unreasonably resists the contest of
account:

If, upon the hearing, the court determines that the
personal representative resisted the contest  without
reascnable cause and good faith, and the personal
representative is not a beneficiary, the court may award
against the personal representative the fees, commissions and
costs of the beneficiaries and their attorneys which are
incurred to protect the iInterests of the beneficiaries, and
the personal representative shall be personally 1liable
therefor. If the personal representative is a beneficiary,
the court gshall award against the perscnal representative
such fees, commissions and costs, and the personal
representative shall be personally 1liable therefor. The
amount awarded that remains unsatisfied is a charge against
any interest of the personal representative in the estate.

In support of this proposal Ms. Powers notes that she has been retained
by disgruntied beneficiaries in several improperly administered estates
over the past few years, where the personal representative *“willfully
or negligently misadministered the estates, refused tc respond to
reasonable communication to remedy the problems, forced the
beneficiaries to retain legal counsel, eventually settled the matter
for an amount equivalent to, or even less than, the original gift under
the will and lIeft the beneficiaries sericusly harmed due to the
inability to recover attorneys fees and costs.” Ms. Powers elaborates
on this situvation in her letter, noting that problems seem especially
to occur in estates under $600,000, where the personal representative
is alsc a beneficiary.

Similar concerns are also raised by Luther J. Avery, San Francisco
(Exhibit 4), who asks whether the contestant can be obtain fees from
the estate to assist a contest where the contestant has a substantial
interest in the estate. Mr. Avery is also concerned about what limits
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should be imposed on the fees of the fiduciary or the Ffiduciary’s
attornmey. “For example, are fees recoverable if the fiduciary has
failed to account in & timely fashion or has Ffailed to provide a
correct or adequate accounting or failed to give notice.” This latter
matter should be dealt with in connection with compensation for the
personal representative and atiorney, but it does reveal the sort of
problem that could justify an award of expenses to contest an account.

§ 11002, Hearing on account
11002. (a) At the hearing, the personal representative may be

examined on cath.

{(b) The court may appoint one or more referees toc examine the
account and make a report on the account, subject to confirmation by
the court. The court may allow a reasonable compensation to the
referee to be pald out of the estate,

(c) The court may make such orders as the court deems necessary
to effectuate the provisions of this section.

Comment., Section 11002 restates the third and fifth sentences of
former Section 927 without substantive change. The provision of
former Section 928 for jury trial of a contest of an allowed claim is
not continued. See Section 7200 {trial by jury).

CROSS-REFERENCES
Definitions
Personal representative § 58
Property § 62

Note., Jeffrey A. Dennis-Strathmeyer, California Continuing
Education of the Bar (Exhibit 13), suggests that subdivision (&) be
deleted. "It is absurdly obvious that the personal representative may
be examined on oath, and saying so implies that other persons cannct
be examined."

Consistent with her position on awarding litigation expenses to &
contestant where the personal represeniative unreasonably resists,
Nancy L. Powers, San Francisco (Exhibit 18}, would adjust the portion

£ subdivision (b hat governs who pays the costs of the referees.
Specifically, she suggests the following:
The court may allow & reasonable compensation to the
referee to be paia out of the estate if it is determined that

the contest was made without reasonable cause and good

faith. If the court determines that the personal

representative resisted the contest without reasconable cause
and good faith, the court may allow a reasonable compensation

to the referee to be paid by the personal representative who

shall be personally 1liable therefor and such amount that

remains unsatisfied iy a charge against any interest of the
personal representative in the estate.

-18-



Subdivigsion (c) eliminates jury trial in a contest of an account.
This change is approved by Howard Serbin, Orange County Counsel
(Exhibit 8) and by Sandra Kass, Los Angeles (Exhibit 7). Ms. Kass
states that, "There is absolutely no need to have a jury determine
whether or not an account is proper; the court is perfectly capable of
making that determination and deing so in a much more efficient and
expeditious manner. Particularly with the present congestion in the
courts, the expense and delay resulting from the empanelling of a jury
igs unjustified for a matter such as a probate accounting."

At the hearing on the account, Judge Robert R. Willard, Ventura
(Exhibit 9), notes that the parties frequently seek to have their
opponents go forward and assume the burden of producing evidence. It
is his practice to reguire the contestant to specify objections, with
the petitioner then having the burden of producing evidence with regard
to the specified items. "It would be helpful to have a statutory
uniform procedure, subject to modification in the discretion of the
court.” We have statuvtorily specified burdens for will contests in our
draft of those provisions, and we could do a similar job here, along
the lines suggested by Judge Willard, if the Commission believes this
would be useful.

§ 11003. Settlement of claim not paid in full

11003. If in an account It appears that the personal
representative has settled and paid a claim for less than 1ts full
amount, the personal representative shall have credit in the account
only for the amount actually paid.

Comment Section 11003 restates the last portion of the first
sentence of former Section 583 without substantive change.

CROSS-REFERENCES
Definitions
Personal representative § 58

§ 11004, Settlement of claim not properly made or allowed

11004, If in an account 1t appears that a debt has been paid
within the time prescribed in Section 9154 [fas 708} but without a
claim having been filed and established in the manner prescribed by
statute, the court in settling the account shall allow the amount paid
if all of the following are proven:

{a) The debt was justly due,.

(b) The debt was paid in good faith.

{c) The amount paid was the true amount of the indebtedness over
and above all payments and set—offs,

{d) The estate 1s solvent.
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Comment. Section 11004 restates former Section 929 without
substantive change. The addition of the limitation that the debt
shall have been paid within the time prescribed in Section 9154 {claim
filing period plus 30 days) fAB 708] codifies the effect of existing
case law. C(f. Estate of Erwin, 117 Cal.App.2d 203, 255 P.2d 97 (1953)
{claim not made within claim filing peried).

Nole. Jeffrey A, Dennis-Strathmeyer, California Continuing
Education of the Bar (Exhibit 13), notes that iIf read literally,
subdivision {¢} would preclude allowance of an informally paid debt if
anything other than the exact gmount of the debt was paid. The
personal representative would not get credit if a penny more or less
was paid. Mr. Strathmeyer believes that if the debt is satisfied, the
personal representative should get credit for the actual amount of the
debt regardless of the overpayment or underpayment.

Judge Henry T. Moore Jr.., Orange County (Exhibit 17), notes an
area where he believes an informsll aid b houzl 11 ven
if payment is not made within the creditor claim period as required by
this section. This is where the personal representative is seeking to
reimburse himself or herself for last illness and funeral expenses of
the decedent. He believes the court should have discretion to approve
the reimbursement as part of a final accounting, on notice to heirs
and beneficiaries, even though no claim or reimbursement was timely
made ., #The present law permits an undue windfall for heirs and
beneficiaries where a personal representative has paid a& funeral bill
but has not gotten reimbursement and did not file a creditor’s claim
in time and where there iIs no doubt the bill was properly owing and
fair in amount.” He ¢thinks existing law results many times in
hardships to personal representatives and perhaps malpractice clains
against the attorneys.

§ 11005, Effect of order settling account

11005. ({a) Except as provided iIn subdivision (b), the order
settling an account is conclusive against all interested persons.

(b) A person under legal disability has the right, at any time
before entry of an order for final distribution of the estate, to move
for cause to reopen and examine the account or to proceed by action
against the personal representative or the sureties on the bond. In
the action the order settling the account is prima facle evidence of
the correctness of the aceount.

Comment. Sectlon 11005 restates former Section 931, making clear
that the exception in subdivision (b) applies only until entry of the
order and not until physical distribution. As to the effect of fraud
on the conclusiveness of the order, cf. Lazzarone v. Bank of America,
181 Cal. App. 3d 581, 226 Cal. Eptr, 855 (1986) (trust account), and
Bank of America v. Superior Court, 181 Cal. App. 3d 705, 226 Cal.
Bptr. 685 (1986) (guardianship account).
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CROSS-REFERENCES
Definitions
Interested person § 48

Note Howard Serbin, Orange County Counsel (Exhibit 8), supports
the limitation in subdivision (b) on recpening a settled account on
entry of an order for final distribution.

CHAPTER 4. COMPELLING ACCOUNT

5§ 11050, Sanction for failure to account

11050. Subject to the provisions of this chapter, if the
personal representative does not file a required account, the court
shall compel the account by punishment for contempt.

Comment. Section 11050 restates the third sentence of former
Section 922 without substantive change. This chapter may also be used
to compel an account by a personal representative whose authority is
terminated. Section 10952,

CROSS-REFERENCES
Definitions
Personal representative § 58

§ 11051, Citation
11051. (a) A citation shall be issued, served, and returned,

requiring a personal representative who does mnot file a required
account to appear and show cause why the personal representative
should not be punished for contempt.

{b) If the personal representative purposefully evades personal
service of the citation, the personal representative shall be removed
from office,

Comment, Subdivision {a) of Section 11051 restates the last
sentence of former Section 922 without substantive change.
Subdivision (b) restates a portion of former Section 924 without
substantive change.

GCROSS-REFERENCES
Definitions .
Personal representative § 58
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§ 11052. Punishment for contempt

11052. If the personal representative does not appear and file a
required account, after having been duly cited, the personal
representative may be punished for contempt or removed from office, or
both, in the discretion of the court.

Comment, Section 11052 restates the 1last sentence of former
Section 921 and restates a portlon of former Section 924 without
substantive change. See also Section 8505 (removal from office for
contempt) fto be drafted].

CROSS-REFERENCES

Definitions
Personal representative § 58
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COMMENTS TO REPEALED SECTIORS
ARTICLE 3. RENDERIRG OF EXHIBITS AND ACCOUNTS

Probate Code 20 (repealed

Comment. Former Section 920 {aB 708] is a general provision that
is omitted as unnecessary; the duty to account, the contents of
accounts, and the settlement of accounts are governed by specific
statutory provisions.

Procbhate Code 20.3 (repealed
Comment, Former Section 920.3 [AB 708] is superseded by Section
10900 (contents of account). See the Comment to Section 10900.

Probate Code 21 (repealed

Comment. The first sentence of former Section 921 is restated in
Sections 10950 (court ordered account) and 10900 (contents of
account), and in Code of Civil Procedure Section 166 (actions in
chambers)., The last sentence is restated in Section 11052 {punishment
for contempt) without substantive change.

Probate Gode 22 (repealed

Gomment. The first sentence of former Section 922 is restated in
Sections 10950 (court ordered account) and 10900 (contents of
account). The second sentence is superseded by Section 10951 (final
account)., The third sentence is restated in Section 11050 (sanction
for fallure to aceount) without substantive change. The last sentence
is restated in Section 11051(a) (citation) without substantive change.

Probate Code § 923 (repealed)
Comment . Former Section 923 is superseded by Section 10952
{account after authority terminated).

Probate Code 924 {repealed

Comment. Former Section 924 1sg restated in Sections 11051(b)
{citation) and 11052 (punishment for contempt) without substantive
change.

Probate Gode 925 (repealed

Comment . Former Section 925 is superseded by Section 10901
{production of supporting documents), vwhich extends the voucher
procedure to supporting documents generally.

Probate Code § 926 (repealed)

Comment. The first sentence of subdivision (a) of former Section
926 [AB 708] 1s restated in Section 1285 {clerk to set matter for
hearing). The second &entence is restated in Sections 11000{c)
{notice of hearing), 11641 (distribution wumder) [¢o be drafted].
Subdivisions (b) and (c¢) are restated in Section 11000 (notice of
hearing) without substantive change.

—-23-



Probate Code 927 (repealed

Comment, The first and second sentences of former Section 927
are restated in Sections 11000 (contest of account) and 1043 (response
or objection) [to be drafted] without substantive change. The third
and fifth sentences are restated in Section 11002(a) (hearing on
account) without substantive change. The fourth sentence 1s restated
in Section 11001 {contest of account) without substantive change. The
last sentence is not continued because it is no longer necessary.

Probate Code § 92 repealed
Comment. Secticon 928 is not continued. See Section 7200 (trial
by jury) [to be drafted].

Prochate Code § 929 (repealed)

Comment ., Former Section 929 is restated in Section 11004
{settlement of claim not properly made or allowed) without substantive
change.

Probate Code 93 repealed
Comment ., Former Section 930 is not continued. The voucher
procedure was generally not used.

Probate Code § 931 (repealed}

Comment, Former Section 931 is restated in Section 11005 {(effect
of order settling account) without substantive change.

Probate Code § 932 (repealed)

Comment. Former Section 932 is restated in Section 10953
(account where personal representative dies or hecomes incompetent)
with changes for internal consistency.

Probate Code § 933 (repealed)

Comment., Former Section 933 is restated in Section 10954 {walver
of accounting) without substantive change.
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