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AN ACT inrelation to the investnent of trust assets.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 0.01. Short title. This Act may be cited as the

Uni f orm Prudent | nvestor Act.

Section 1. Prudent investor rule.

(a) Except as otherw se provided in subsection (b), a
trustee who invests and nanages trust assets owes a duty to
the beneficiaries of the trust to conply wth the prudent
investor rule set forth in this Act.

(b) The prudent investor rule, a default rule, may be
expanded, restricted, elimnated, or otherwi se altered by the
provisions of a trust. A trustee is not liable to a
beneficiary to the extent that the trustee acted in

reasonabl e reliance on the provisions of the trust.

Section 2. Standard of care; portfolio strategy; risk
and return objectives.

(a) A trustee shall invest and nanage trust assets as a
prudent investor would, by considering the purposes, terns,
distribution requirenents, and other circunstances of the
trust. In satisfying this standard, the trustee shal
exerci se reasonable care, skill, and caution

(b) A trustee's investnent and managenent deci sions
respecting i ndi vidual assets nust be evaluated not in
isolation but in the context of the trust portfolio as a
whole and as a part of an overall investnment strategy having
risk and return objectives reasonably suited to the trust.

(c) Among circunstances that a trustee shall consider in
i nvesting and managi ng trust assets are such of the foll ow ng

as are relevant to the trust or its beneficiaries:
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(1) general econom c conditions;

(2) the possible effect of inflation or deflation;

(3) the expected tax consequences of investnent
deci sions or strategies;

(4) the role that each investnent or course of
action plays within the overall trust portfolio, which
may include financial assets, interests in closely held
enterprises, tangi ble and intangi ble personal property,
and real property;

(5 the expected total return frominconme and the
appreci ation of capital;

(6) other resources of the beneficiaries;

(7) needs for liquidity, regularity of inconme, and
preservation or appreciation of capital; and

(8 an asset's special relationship or special
value, if any, to the purposes of the trust or to one or
nore of the beneficiaries.

(d) A trustee shall nmake a reasonable effort to verify
facts relevant to the investnent and managenent of trust
assets.

(e) A trustee may invest in any kind of property or type
of investnment consistent with the standards of this Act.

(f) A trustee who has special skills or expertise, or is
named trustee in reliance upon the trustee's representation
that the trustee has special skills or expertise, has a duty

to use those special skills or expertise.

Section 3. Diversification. A trustee shall diversify
the investnents of the trust unless the trustee reasonably
det er m nes that, because of special circunstances, the

pur poses of the trust are better served w thout diversifying.

Section 4. Duties at inception of trusteeship. Wthin a

reasonable time after accepting a trusteeship or receiving


SOLIMAR DFAULT BILLS NONE


D o~ W NP

10
11
12

13
14
15
16

17
18
19
20

21
22
23
24
25
26
27
28
29

- 3- LRB9200640ACt m

trust assets, a trustee shall review the trust assets and
make and i npl enent decisions concerning the retention and
di sposition of assets, in order to bring the trust portfolio
into conpliance wth the purposes, terns, di stribution
requi renents, and other circunstances of the trust, and with

the requirenents of this Act.

Section 5. Loyalty. A trustee shall invest and nmanage

the trust assets solely in the interest of the beneficiaries.

Section 6. I mpartiality. If a trust has two or nore
beneficiaries, the trustee shall act inpartially in investing
and managing the trust assets, taking into account any

differing interests of the beneficiaries.

Section 7. Investnent costs. In investing and managi ng
trust assets, a trustee my only incur costs that are
appropriate and reasonable in relation to the assets, the

pur poses of the trust, and the skills of the trustee.

Section 8. Review ng conpliance. Conmpliance wth the
prudent investor rule is determned in |light of the facts and
circunstances existing at the tine of a trustee's decision or

action and not by hindsight.

Section 9. Del egation of investnent and nanagenent
functions.

(a) A trustee nmay delegate investnent and managenent
functions that a prudent trustee of conparable skills could
properly del egate under the circunstances. The trustee shal
exerci se reasonable care, skill, and caution in:

(1) selecting an agent;
(2) est abl i shing the scope and ternms of the

del egation, consistent with the purposes and terns of the
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trust; and

(3) periodically reviewing the agent's actions in
order to nonitor the agent's perfornmance and conpliance
with the terms of the del egation.

(b) In performng a delegated function, an agent owes a
duty to the trust to exercise reasonable care to conply with
the terns of the del egation.

(c) A trustee who conplies wth the requirenents of
subsection (a) 1is not liable to the beneficiaries or to the
trust for the decisions or actions of the agent to whom the
function was del egat ed.

(d) By accepting the delegation of a trust function from
the trustee of a trust that is subject to the law of this
State, an agent submts to the jurisdiction of the courts of

this State.

Section 10. Language invoking standard of Act. The
followng terns or conparabl e | anguage in the provisions of a

trust, unless otherwise limted or nodified, authorizes any

investnment or strategy permtted under this Act: "investnents
permssible by law for investnent of trust funds," "l egal
i nvestnents," "authorized investnents,"” "using the judgnent

and care under the circunstances then prevailing that persons
of prudence, discretion, and intelligence exercise in the
managenent of their own affairs, not in regard to specul ation

but in regard to the permanent disposition of their funds,

considering the probable incone as well as the probable
safety of their capital,” "prudent man rule," "prudent
trustee rule,” "prudent person rule,"” and "prudent investor
rule.”

Section 11. Application to existing trusts. This Act
applies to trusts existing on and created after its effective

date. As applied to trusts existing on its effective date,
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this Act governs only decisions or actions occurring after

t hat dat e.

Section 12. Uniformty of application and construction.
This Act shall be applied and construed to effectuate its
general purpose to nake uniformthe law with respect to the

subject of this Act anong the States enacting it.

Section 13. Short title. (See Section 0.01 for short

title.)

Section 14. Severability. |If any provision of this Act
or its application to any person or circunstance is held
invalid, the invalidity does not affect other provisions or
applications of this Act which can be given effect wthout
the invalid provision or application, and to this end the

provi sions of this Act are severable.

Section 14.1. The Trusts and Trustees Act is anended by

changi ng Sections 5, 5.1, and 5.2 as foll ows:

(760 ILCS 5/5) (from Ch. 17, par. 1675)
Sec. 5. Investnents. (a) Prudent Investor Rule. A
trustee admnistering a trust has a duty to invest and manage

the trust assets in accordance wth the Uniform Prudent

| nvestor Act. as-foll ows:

(1)--The-trustee-has-a-duty--te--invest--and--ranage
trust--assets-as- a- prudent - t nvest of - woul d- eonst dert ng-t he
pur poses; -ternb; - - di stfi but t on- - F equt F enent s; - - and- - ot her
€t reunst anees--of - -the--trust:-Thi s- st andar d- requi res-t he
exer et se- of - reasonabl e-eare; -skitl;-and-cauti on-and-is-te
be-applited-to-tnvestrents-not-in-iselation;--but--tn--the
context--of--the-trust-portfolio-as-a-whoele-and-as-a-part

of - an-overal | -t nvest rent - str at egy- t hat - shoul d-+ heor porate
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Fi sk-and- ret urn- obj ecti ves--reasonably--suitable--to--the
tFust-
(2)--No--speetfie-tnvest nent - or- course- of - actt on- i s;
t aken- al one; - prudent - or - + Aprudent - - The- t rust ee- may- t nvest
b A- every- ki nd- of - pr operty- and- t ype- of - t Avest nent ; - subt ect
to-this-Seetton:-The-trusteets-iAvest pent - - deet st ons- - and
acttons--are--to--be--fudged--in--terns--of-the-trusteets
F easonabl e- bust ness-j udgnent - - r egar di ng- -t he- - ant t €t pat ed
effect--on-the-trust-portfolto-as-a-whele-under-the-faets
and- €t Feunst ances- prevat tt ng-at-the-ti ne- of -t he- - deet st on
or - act t on: - The- prudent - nvestor-rul e-+ s- a- t est - of - conduet
and- noet - of - resul t t ng- perf or mance:
(3)--The---trustee--has--a--duty--to--diversify--the
tAvest rent s- of - t he- t rust - unl ess; - under - t he- et r eunst anees;
the-trustee-reasonably-belteves-tt-is-in-the-tnterests-of
the- benefietartes-and-furt hers-the- purposes-of-the--trust
not-to-diversify:
(4)--The--trustee--has--a--duty;-wthin-a-reasonable
tie-after-the-acceptance-of-the-trusteeship;--to--review
trust---assets---and--to--nake--and--inplenent--dect st ons
coneerni ng-the--retenti on--and--dispesttion--of--ortgtnal
pre-extsting--tnvestrents--in--order--to--conform-to-the
provi st ons- of -t hi s- Seett on: - -The--trustee:s--deetston--to
Fetat n- - of - di spose- of - an- asset - ray- pr oper t y- be-t nfl uenced
by-the-asset-s--spectal--relationship--or--value--to--the
pur poses---of--the--trust--or--to--sone--or--all--of--the
beneftetartes;-conststent--wth--the--trustee-s--duty--of
tapartiality-
{5)--The--trustee- has- a- duty-te- pursue- an- t Avest aent
strat egy-that - eonst ders- bot h-t he- reasonabl e- produet i on- of
t neone- - and- -safety--of--capttal;--consistent--wth---the
trustee-s--duty--of--tnpartiality-and-the- purposes-of-the
trust:--Wiet her- -t nvest pent s- - - ar e- - - under pr oduct i ve- - - oF

over produet t ve- of - t ncone-shal | - be-f udged- by-t he-portfolio
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as- a- whel e- and- net - as-t o- any- partteul ar- asset -
(6)--The-ctreunst ances-t hat -t he-t rust ee- ray- const der
b n- - - maki ng- - -t Avest Aent - - - deet st ons- - -+ el ude; - - - wk t hout
limtation; -the-general - econont e- condi tt ons; -t he- possi bl e
effect--of--inflation;--the--expected-tax-econsequences- of
t Avest Arent - - dect st ons--oF--strategites; --the---rol e---eaeh
l Avest rent - - oF - - eour se- of - act t on- pl ays-wk t hi n-t he- overal t
portfolio;-the--expected--total--return--(ineluding--both
t ncone- -yt el d- - and- appr ect att on- of -capi tal ) ; - and-t he-dut y
to-tneur--only--reasonabl e- - and- - appropri ate--costs:--The
trust ee- - ray- but - need- not - consi der-rel at ed-t rust s- and- t he
asset s- of - benef t et art es- when- raki ng- + nvest rent - deet st ons:
{b)--The- provistons-of --t hi s- - Sectt on- - ray- - be- - expanded;
Festrieted;--eltnt nated;--of--otherwt se--altered--by--express
provistons--of--the--trust--instrupent----The--trustee-is-not
ltable-to-a-benefiectary-for-the-trustee's-reasonabl e-and- good
fatth-relt ance- on-t hose- expr ess- pr ovi St OAS:
{e)--Nothing-tn-this-Seetton-abrogates-or--restriets--the
pewer - - of - - an- appropri ate- court -+ - pr oper-cases- () -t o-direct
or-permt-the-trustee-to-deviate-fromthe-terns-of-the--trust
tAstrument--ofF--(tt)-to-direct-or-pernmt-the-trustee-to-take;
or-to-restrain-the-trustee-fromtaki ng; - any-acti on--regardi ng
t he- maki ng- or - ret ent t on- of - i pvest rent s-
(d)--The--followt ng--terns--or-conpar abl e- | anguage-t n-the
t Avest Aent - - power s- - and- - r el at ed- - provi st ons---of ---a- - -t Fust
tAst ruent ; - - unl ess- - ot herwt se-- i pt ted- - of - - podi f + ed- by- t hat

t Ast rurent ; - shal | - be- eonst rued- as- aut hort zt ng- any- - t Avest Aent

or--strategy--pernttted--under--this--Seetion:---"tAvest pents
pernissible--by--law -for--tnvestrent-of-trust-funds®;--|egal
tAvest rent s*; - “aut hort zed- t Avest nent s*; - " ust ng- - t he- - } udgrent

and- - ear e- under - t he- €t r eunst ances- t hen- prevat | t ng-t hat - ren- of
prudence; - - di seretton; --and--intelli gence--exeretse--tn---the
managenent --of--thetr--own--affairs;--not--in--regard--to-the

speecul att on- but -t n-regard-to--the- - permanent - - di spost tt on- - of
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thetr--funds; --constderi ng-the- probabl e-t necone-as-well-as-the
probabl e-satety-of-their-capital®;--prudent--pman--rule’;--and
“prudent - person-rule-:

(e)--On--and--after-the-effective-date-of-this-anendatory
Aect - 0f -1991; -t hi s- Seett on- appltes-to-al |l -exi sting-and--future
trusts;--but--only-as-to-actions-of-inactions-occurring-after
that -effective-date:-

(Source: P.A 87-715.)

(760 ILCS 5/5.1) (fromCh. 17, par. 1675.1)

Sec. 5.1. Duty not to delegate. (a) The trustee has a
duty not to delegate to others the performance of any acts
involving the exercise of judgnent and discretion, except

that acts constituting investnment functions nay be del egat ed

in accordance with the Uni form Prudent |Investor Act. that--a

prudent - - t pvest of - - of - - eonpar abl e- skt | | s- nt ght - del egat e- under
t he- et reunst ances: - - The-trust ee- may- del egat e- t hose- t Avest nent
funeti ons-to-an- i nvest nent - agent - as- - pr ovi ded- - | n- - subseet i on
¢b)-
(b)--For---a--trustee--to--properly--del egate--tnvest ment
fupnct t ons- - under - - subseetiton--{a);--att--of---the---foll owt ng
Feqgut fFerent s- apply:
(1)--The--trustee--npust--exeretse--reasonabl e--care;
skitl;--and-cautton-in-seleeting-the-tnvest pent-agent;-in
est abl t shi ng- -t he- -seope--and--speetfie--terns---of---any
del egatt on; - -and- -+ n--pertodically--revi ewt ng-t he-agent-s
acttons-tn--order--to--ponitor--overall--perfornmance--and
conpttance--wth--the--secope--and--specifie--terns-of-the
del egat t on-
(2)--The-trust ee- nust - eonduet-an- -t nquiry--tnAto--the
expert ence; - - perf of manee- - hi st ory; - pr of essi onal - I t eensi ng
or-registration;-+f-any;-and-financial-stability--of--the
I Avest aent - agent -

{3)--The- -t nvest nent - - agent - - shal | - be- subj ect -t o-t he
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furtsdietion-of-the-courts-of-the-State-of-+t1inois-
(4)--The-t nvest nent - agent - shal | - be- -subjeet--to--the
sane- st andar ds- t hat - ar e- appl t cabl e-to-t he-trust ee-
(5)--The--tnAvest nent - - agent--shall--be-ltable-to-the
beneftetartes-of-the-trust-and-to-the-destgnated--trustee
to--the--sane--extent--as--tf-the-invest prent - agent - were-a
destghnated--trustee--in--relatton--to--the--exeretse---or
nenexer et se- of -t he-t Avest pent - f unet t on-
(6)--The--trustee--shall--send-witten-notice-of-its
At ent t on-t o- begt n- del egat t hg-+ Avest pent - f unet t ons- - under
this--Seetion--to--the--benefictaries-eligible-to-reecetve
tncone-fromthe-trust-on-the-date-of--inittal--delegattion
at - } east - 30- days- bef ore-t he- del egat t on: - Thi s- nett ee-shal |
thereafter;-until-or-unless-the-beneficiartes-eligible-to
Fecetve-tncone-fromthe-trust-at-the-tine-are-notified-to
the---contrary;---authorize---the---trustee--to--delegate
tAvest rent - funet t ons- pursuant -t o-t hi s- Seet t on-
fe)--tf-alt-requirenents- of -subsectton-{b)-are-sattstted;
the-trustee--shall--not--otherwt se--be--responsible--for--the
t Avest Aent - - dect st ons- - oF - - act t ons- of -t he- t Avest rent - agent -t o
whi €h-t he-t Avest rent - f unet t ons- ar e- del egat ed-
(d)--On-and-after-July-1;-1992; -t hi s- Seetton--applties--to
all--existing--and--future--trusts;-but-only-as-te-actions-or
tnaectt ons- oeccurrt ng-after-that-date-

(Source: P.A 87-715; 87-895.)

(760 ILCS 5/5.2) (fromCh. 17, par. 1675.2)

Sec. 5.2. | nvestnents in nutual funds. A trustee,
including a trustee of a common trust fund, my invest and
reinvest the trust estate in interests in any open-end or
cl osed-end nmanagenent type investnent conpany or unit
i nvestnment trust registered under the Investnent Conpany Act
of 1940 or any investnent fund exenpt fromregistration under

t he I nvestnent Conpany Act of 1940, any of these investnent
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conpanies, unit investnent trusts, or investnent funds being
a "nmutual fund" for purposes of this Section, or may retain,
sel |, or exchange those interests, provided that the
portfolio of the mutual fund, as an entity, 1is appropriate

under the provisions of this Act and the Uniform Prudent

| nvestor _Act. A--trustee--shall--not--be--prohibited--from

tAvestt ng; - -ret nvesti ng; - - - r et ak ik ng; - - - 0F - - - exehangt ng- - - any
tnterests--held--by--the--trust-estate-tn-any-nutual-fund-for
whi eh-the-trustee-or-an-affiltate-aets-as-advi sor- or--panager
of -+ A- any- ot her-r ol e- sol el y- on-t he- bast s-t hat -t he-t rust ee- { or
tts--afftliate)--provides--serviees--to--the--nutual-fund-and
Feecetves-reasonabl e-renunerati on-for-those-serviees:--Netther
a--trustee--nor--tts-affitiate-shall-be-required-to-reduece-or
wak ve-tts- eonpensati on-for-serviees- - provi ded- -t n- - connectt on
wkth--the--tnAvest pent; - - managenent ; - and- adnt ni stratt on- of -t he
trust-estate--because--the--trustee--tnvests;--fretnvests;--of
Fetatns--the--trust--estate--tn-a-nutual-fund;-se-|eng-as-the
total - conpensat i on- pat d-by-the-trust-estate-as-trustee-s-fees
and- rut wal - f und- f ees; - t nel udi ng- any- - advi sery- - or - - rANagenent
fees;--itn-connection-wth-the-tnvesthent-of-a-trust-estate-tn
a- nut ual - - fund- -+ s- - reasonabl e: - - pr ovi ded; - - however;--that--a
trustee--rmay--reeetve--Rul e-12b-1-fees-equal -t o-t he- anpbunt - of
t hose-fees-that - woul d- be- pat d-t o- any- ot her - party:-

(Source: P.A 90-297, eff. 8-1-97.)

Section 15. (Bl ank)

Section 16. (Bl ank)
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