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Trusts and Estates lawyers talk about trusts as if everyone knows
what they’re talking about. Once you get some basic trust ideas
under your belt, it becomes much easier to understand the area
of trusts.

A trust is a private legal arrangement in which you change
ownership of some or all of your assets (ex., cash, securities,
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real property, life insurance, and any other type of asset) to
the trust’s name and direct the trustee (someone you choose)
to hold these assets “in trust” for the benefit of certain per-
sons you designate (the “beneficiaries”). The person who puts
the assets in the trust is called the “Grantor” or the “Settlor”.
Think of the trust as a separate person. In fact, generally, the
trust has its own tax identification number and files its own

income tax return.

There are many different types of trusts, but it's easiest to break
them down into a few basic types. An “inter vivos” trust is sim-
ply a trust that’s created by a written agreement between you and
the trustee during your life. A “testamentary” trust is a trust that
is created in your Will and does not become effective until your
death; there is no separate agreement, as all the trust terms are
in the Will. An inter vivos trust can be either a revocable trust
(one which can be revoked) or an irrevocable trust (you can’t get
back whatever you put in the trust’s name).

Trusts are created for many reasons, including to create an estate
plan to reduce estate taxes, to care for family members (includ-
ing special needs trusts), to protect assets from future creditors
(including in the event of a beneficiary’s divorce) and to manage
various business entities under a single umbrella for the benefit
of the beneficiaries. Trusts can be extremely flexible, even allow-
ing the grantor and, after the grantor’s death, the beneficiaries
the power to remove and replace the trustees.

If there is a trusts or estates topic that you would like to know
more about, please feel free to email me at pmarcin@farrellfritz.
com with your suggestion and I will do my best to coveritina
future column.
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