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1 1 Section 1. Section 557.7, Code 1995, is amended to read as
1 2 follows:
1 3 557.7 CONTI NGENT REMAI NDERS.
1 4 A contingent remainder shall take effect, notw thstanding
1 5 any deternination of the particular estate, in the sane nanner
1 6 in which it would have taken effect if it had been an
1 7 executory devise or a springing or shifting use, and shall, as
1 8 well as such limtations, be subject to the rule

—raspecting
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contained in section 558.68 regarding renpteness in vesting
known as the rul e against perpetuities, exclusive of any other
supposed rule respecting limtations to successive generations
or double possibilities.

Sec. 2. Section 558.68, Code 1995, is amended by striking
the section and inserting in lieu thereof the foll ow ng:

558. 68 PERPETUI Tl ES.

1. STATUTORY RULE AGAI NST PERPETUI TI ES.

a. VALID TY OF NONVESTED PROPERTY | NTEREST. A nonvest ed
property interest is invalid unless either of the foll ow ng
applies:

(1) Wen the interest is created, it is certain to vest or
termnate no later than twenty-one years after the death of an
i ndi vi dual then alive

(2) The interest either vests or term nates within ninety
years after its creation.

b. VALID TY OF GENERAL POVER OF APPO NTMENT SUBJECT TO A
CONDI TI ON PRECEDENT. A general power of appointnent not
presently exercisabl e because of a condition precedent is
invalid unless either of the follow ng applies:

(1) Wen the power is created, the condition precedent is
certain to be satisfied or becones inpossible to satisfy no
|l ater than twenty-one years after the death of an individua
then alive.

(2) The condition precedent either is satisfied or becones
i mpossible to satisfy within ninety years after its creation

c. VALID TY OF NONGENERAL OR TESTAMENTARY PONER OF
APPO NTMENT. A nongeneral power of appointnent or a general
testamentary power of appointnment is invalid unless either of
the foll owing applies:

(1) Wen the power is created, it is certain to be
irrevocably exercised or otherwise to terninate no later than
twenty-one years after the death of an individual then alive.

(2) The power is irrevocably exercised or otherw se
termnates within ninety years after its creation

d. POSSIBILITY OF POST- DEATH CHI LD DI SREGARDED. In
determ ni ng whether a nonvested property interest or a power
of appointnent is valid under paragraph "a", subparagraph (1),
paragraph "b", subparagraph (1), or paragraph "c",
subparagraph (1), the possibility that a child will be born to
an individual after the individual's death is disregarded.

e. EFFECT OF CERTAIN "LATER- OF" TYPE LANGUAGE. The
| anguage in a governing instrunent is inoperative to the
extent it produces a period of tine that exceeds twenty-one
years after the death of the survivor of the specified lives,
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if, in neasuring a period fromthe creation of a trust or

ot her property arrangenent, the | anguage seeks to disallow the
vesting or termnation of any interest or trust beyond, or
seeks to postpone the vesting or term nation of any interest
or trust until, or seeks to operate in effect in any simlar
fashi on upon, the later of either of the follow ng

(1) The expiration of a period of time not exceeding
twenty-one years after the death of the survivor of specified
lives in being at the creation of the trust or other property
arrangenent .

(2) The expiration of a period of time that exceeds or
m ght exceed twenty-one years after the death of the survivor
of lives in being at the creation of the trust or other
property arrangenent.

2. WHEN NONVESTED PROPERTY | NTEREST OR POWNER OF
APPO NTMENT CREATED.

a. Except as provided in paragraphs "b" and "c" and in
subsection 5, paragraph "a", the tinme of creation of a
nonvested property interest or a power of appointnent is
det erm ned under general principles of property |aw.

b. For purposes of this section, if there is a person who
al one can exercise a power created by a governing instrunent
to beconme the unqualified beneficial owner of a nonvested
property interest or a property interest subject to a power of
appoi nt ment descri bed in subsection 1, paragraphs "b" and "c",
the nonvested property interest or power of appointnent is
created when the power to beconme the unqualified beneficial
owner term nates.

c. For purposes of this section, a nonvested property
interest or a power of appointnent arising froma transfer of
property to a previously funded trust or other existing
property arrangenent is created when the nonvested property
i nterest or power of appointnment in the original contribution
was created.

3. REFORMATION. Upon the petition of an interested
person, a court shall reforma disposition in the nanner that
nmost cl osely approximates the transferor's mani fested plan of
distribution and is within the ninety years all owed by
subsection 1, paragraph "a", subparagraph (2), paragraph "b",
subpar agraph (2), and paragraph "c", subparagraph (2), if any
of the follow ng applies:

a. A nonvested property interest or a power of appointnent
becones invalid under subsection 1.

b. Aclass gift is not but mght becone invalid under
subsection 1 and the tine has arrived when the share of any
class nenber is to take effect in possession or enjoynent.

c. A nonvested property interest that is not validated by
subsection 1, paragraph "a", subparagraph (1), can vest but
not within ninety years after its creation.

4. EXCLUSI ONS FROM RULE AGAI NST PERPETUI TI ES. Subsecti on
1 does not apply to any of the follow ng:

a. A nonvested property interest or a power of appointnent
arising out of a nondonative transfer, except a nonvested
property interest or a power of appointment arising out of any
of the follow ng

(1) A premarital or postmarital agreenent.

(2) A separation or divorce settlenent

(3) A spouse's election.

(4) A simlar arrangenment arising out of a prospective,
existing, or previous marital relationship between the
parties.

(5) A contract to nake or not to revoke a will or trust.

(6) A contract to exercise or not to exercise a power of
appoi nt nent .

(7) Atransfer in satisfaction of a duty of support.

(8) A reciprocal transfer.

b. A fiduciary's power relating to the admnistration or
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managenent of assets, including the power of a fiduciary to
sell, lease, or nortgage property, and the power of a
fiduciary to determ ne principal and incone.

c. A power to appoint a fiduciary.

d. A discretionary power of a trustee to distribute
principal before termnation of a trust to a beneficiary
havi ng an i ndefeasibly vested interest in the incone and
princi pal .

e. A nonvested property interest held by a charity,
government, or governnental agency or subdivision, if the
nonvested property interest is preceded by an interest held by
anot her charity, government, or governnental agency or
subdi vi si on.

f. A nonvested property interest in or a power of ap-
poi ntnment with respect to a trust or other property
arrangenent formng part of a pension, profit-sharing, stock
bonus, health, disability, death benefit, incone deferral, or
other current or deferred benefit plan for one or nore
enpl oyees, independent contractors, or their beneficiaries or
spouses, to which contributions are made for the purpose of
distributing to or for the benefit of the participants or
their beneficiaries or spouses the property, income, or
principal in the trust or other property arrangenment, except a
nonvested property interest or a power of appointnment that is
created by an el ection of a participant or a beneficiary or
spouse

g. A property interest, power of appointnment, or ar-
rangenent that was not subject to the comon-I|aw rul e agai nst
perpetuities or is excluded by another statute.

5.  PROSPECTI VE APPLI CATI ON

a. Except as extended by paragraph "b", this section
applies to a nonvested property interest or a power of
appointnent that is created on or after the effective date of
this section. For purposes of this subsection, a nonvested
property interest or a power of appointment created by the
exerci se of a power of appointnment is created when the power
is irrevocably exercised or when a revocabl e exerci se becones
i rrevocabl e.

b. If a nonvested property interest or a power of ap-
poi nt ment was created before the effective date of this
section and is determined in a judicial proceeding, comenced
on or after the effective date of this section, to violate
this state's rule against perpetuities as that rule existed
before the effective date of this section, a court upon the
petition of an interested person nay reformthe disposition in
the manner that nost closely approxi mates the transferor's
mani fested plan of distribution and is within the limts of
the rul e agai nst perpetuities applicable when the nonvested
property interest or power of appointnment was created.

6. SHORT TITLE. This section may be cited as the "Uniform
Statutory Rule Against Perpetuities”.

7. UNIFORM TY OF APPLI CATI ON AND CONSTRUCTI ON. This
section shall be applied and construed to effectuate its
general purpose to make uniformthe law with respect to the
subj ect of this section anong states enacting the uniform
statutory rul e against perpetuities.

EXPLANATI ON

This bill provides for the enactnent of the uniform
statutory rul e against perpetuities. The uniformrule has
been adopted in 25 states as of Decenber 1995, and is intended
to pronote uniformty in application and predictability in
outconme regarding the validity or invalidity of future
interests in property.

The common-law rul e agai nst perpetuities is ained at
invalidating interests in property that are intended to bel ong
to an individual at sonme point in the future, but for which
the actual determ nation of ownership cannot be or will not be
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acconplished within a specified tinme period. The basic rule
states that a nonvested interest in property is invalid unless
it must vest, if at all, within 21 years after one or nore
lives in being at the creation of the interest and any

rel evant period of gestation. |owa Code section 558.68
contains a version of this common-law rule which states that
the rule shall be measured by actual events rather than by
possi bl e events in situations which would provide validation,
and further provides for judicial reformation of a nonvested
interest violating the rule to nost closely approximte the
intention of the creator of the interest and provide for
vesting.

The uniformrule builds upon this enphasis on actual rather
than theoretical events, and judicial reformation. The
uniformrul e provides that a nonvested interest is invalid
unl ess either the interest when created is certain to vest or
termnate within the lifetine of an individual then alive or
within 21 years after the death of that individual, or the
interest either vests or termnates within 90 years after its
creation. A 90-year interval is regarded in the rule as a
sufficient length of time for a nonvested future interest to
vest. |If vesting does not occur within that time frane, the
interest is invalidated. This applies to powers of
appointnent in addition to traditional, nondel egated
i nterests.

The rule also provides for a reformation function simlar
in spirit to Code section 558.68. A court can reform an
i nterest which would otherw se be considered invalid by vest-
ing it within the 90-year tinme period. Certain nonvested
property interests or powers of appointnment to which the rule
does not apply are set out.

The bill provides that the uniformrule will apply
prospectively to a nonvested property interest or a power of
appoi ntnent created on or after the effective date of this
section. For nonvested property interests or powers of
appoi ntnent created before the effective date, deternined in a
judicial proceeding conmenced on or after the effective date
of this section to violate the then-applicable rule against
perpetuities, judicial reformation to conformto the
transferor's manifested plan of distribution may be avail abl e
upon petition.
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