TRUSTS

§ 593 Private accounting and
settlement

A private accounting and settlement,
without any formal decree of the court, be-
tween the trustee and parties to the trust
who are of age, is binding on them in the
absence of fraud or undue advantage, and
is effective to relieve the trustee from the
duty to render an account in judicial pro-
ceedings, unless the trustee thereafter re-
ceives funds belonging to the trust.
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As a general rule, parties of full age may
settle and distribute an estate in which they
are interested among themselves without any
formal decree of the court, and such settle-
ment and arrangement, in the absence of
fraud or undue advantage, is binding.! The
binding effect of the settlement, and the estop-
pel arising therefrom, are mutual as to both
the trustees and beneficiaries,? but the rights
of one beneficiary as against another benefi-
ciary not a party to the settlement are not af-
fected thereby.® Such a settlement possesses
the same force as a decree of judicial settle-
ment and is impeachable only for reasons that
would warrant the vacatur of a decree.® As a
result the trustee may be relieved from the
duty to render an account,® unless the trustee
thereafter receives funds belonging to the

§ 594

trust estate.®

Settlements between a trustee and the ces-
tui que trust are narrowly watched in a court
of equity, and where there is the least suspi-
cion of unfairness, they will not relieve the
trustee from accounting.” However, this rule
does not apply where the beneficiary, refusing
to place confidence in the trustee, seeks
outside advice.®

B. WHO MAY REQUIRE
ACCOUNTING

§ 594 Generally

Any person possessing a sufficient inter-
est in the trust estate may call on the trustee
to account.
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A beneficiary has the right to inspection on
demand to see that the trust is properly
executed.' Any person possessing a sufficient
interest in the trust estate may call on the
trustee to account.? However, unless it ap-
pears clearly that such person is already fully
informed as to the management and condition
of the trust estate,® the right to require an ac-
counting is limited to those having some inter-
est in the trust or in the trust property.*
Persons who have no personal right or inter-
est in a trust cannot demand an accounting or
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any other relief against the trustee.®* However,
even though the trust instrument makes
entirely discretionary with the trustee the
time and manner of payments from the estate
or income to a beneficiary, the latter has a
sufficient interest to entitle him or her to an
accounting.® The right of a beneficiary to
maintain a bill for an accounting is not depen-
dent on the allowance or disallowance of any
particular item of credit claimed by the
beneficiary.’

Contingent or reversionary interest as basis of
right.

Under some statutes, the right to require
an accounting is expressly recognized as ap-
pertaining, more or less generally, to persons
possessing an interest contingent in nature.®
Apart from any statute, trustees may be
required to account at the instance not only of
the cestui que trust or of those having a vested
or even a contingent interest therein, but also,
in a proper case, by those having an estate in
reversion.” However, a person only contin-
gently interested has no standing to require
an accounting without showing some misman-
agement or other facts giving rise to an infer-
ence of waste or that a property right under
the trust is likely to be dissipated or wasted.'
Where the contingent interest comes to an end
or is destroyed without the occurrence of the
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contingency stipulated, one in whose favor
such a contingent interest existed theretofore
cannot make the trustee account."

Beneficiary to whom full disclosure has been
made.

Where the trustee has at all times kept re-
cords open for inspection and has furnished
accounts to a beneficiary for examination and
inspection, fully and freely affording every op-
portunity for information, a beneficiary receiv-
ing such full disclosures and opportunity to
investigate has no right to vex and harass the
trustee by demanding an accounting.'? This is
so particularly when it is not shown that a
definite or useful purpose will be served by an
accounting."

§ 595 Particular persons

Interested persons who may, in a proper
case, require a trustee to account include
heirs or distributees, remaindermen, receiv-
ers, and sureties.
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