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Chapter 1: INTRODUCTION 

Welcome to the world of wealth protection trusts! If you're reading this 

book, chances are you've worked hard to build your assets and want to 

ensure they're protected for yourself and your loved ones. You're not alone. 

In today's litigious society, where lawsuits are common and the unexpected 

can happen at any moment, safeguarding your wealth has never been more 

important. 

 

But let's face it: the world of trusts can be confusing, filled with legal jargon 

and complex concepts that can make your head spin. It's like trying to 

navigate a maze blindfolded, with twists and turns at every corner. That's 

where this book comes in - think of it as your trusty compass, guiding you 

through the labyrinth of wealth protection strategies. 

In the pages ahead, we'll dive deep into the realm of trusts, exploring their 

many benefits and how they can help you protect your assets from 

potential threats like creditors, lawsuits, and even the dreaded estate tax.  
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We'll demystify the legal mumbo-jumbo and break down complex concepts 

into easy-to-understand language, so you can make informed decisions 

about your financial future. 

But this book isn't just about dry legal concepts and boring financial 

strategies. We believe that learning about trusts should be engaging, even 

fun! That's why we've filled these pages with colorful analogies, real-life 

examples, and a hearty dose of humor. We'll compare trusts to 

superheroes, fairy godmothers, and even a game of chess. By the end of 

this book, you'll not only understand how trusts work, but you'll be excited 

to put your new knowledge into action. 

Whether you're a high-net-worth individual looking to protect your empire 

or a hardworking professional trying to ensure a bright future for your 

family, this book has something for you. We'll explore the different types of 

trusts, from revocable and irrevocable to domestic and foreign, and help 

you determine which ones are right for your unique situation. 

But we won't stop there. We'll also delve into the various roles within a 

trust, like the grantor, trustee, and beneficiary, and explore the 

responsibilities and powers that come with each. We'll discuss the 

importance of trust funding, the intricacies of trust taxation, and the pros 

and cons of professional vs. non-professional trustees. 

By the time you finish this book, you'll have a comprehensive 

understanding of wealth protection trusts and how they can benefit you 

and your loved ones. You'll be armed with the knowledge and tools you 

need to take control of your financial destiny and create a lasting legacy 

that will endure for generations to come. 

So sit back, grab a cup of coffee (or a glass of wine, if that's more your 

style), and get ready to embark on a journey through the exciting world of 

wealth protection trusts. Your financial future starts now!  
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Chapter 2: TRUSTS EXPLAINED 

Alright, let's talk about trusts! If you're like most people, you've probably 

heard the term before but might not know exactly what it means. Don't 

worry; we've got you covered. 

A trust is a legal arrangement that allows one or more people (the trustees) 

to manage assets on behalf of others (the beneficiaries). The rules for how 

the trust should be managed are written down in a document called the 

trust agreement or indenture of trust. You can think of a trust as a separate 

legal entity, kind of like a company, that can own property, enter into 

contracts, and even pay taxes. 
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To help you understand, imagine a trust as a special box. The assets placed 

inside the box are managed according to the rules set out in the trust 

document. The person who creates the trust (the grantor or donor) gets to 

decide what those rules are. To put assets into the trust "box," they need to 

be retitled. For example, instead of a bank account being in the name of 

"John Doe," it would be titled "John Doe as trustee of The John Doe 

Revocable Trust." 

It's crucial to make sure assets are properly titled in the name of the trust. 

Otherwise, they might end up going to unintended people, even if the trust 

document says otherwise. 

Now, the trust document isn't the only thing that governs how trusts work. 

There are also laws that apply, which come from two main sources: court 

decisions (known as common law) and state statutes. The common law 

tradition dates back centuries to when British landowners would transfer 

their property to someone else to manage while they were off fighting in 

the Crusades. Even after the United States gained independence, American 

lawyers and judges continued to rely on British legal precedents. Over time, 

American court decisions have largely replaced the old British ones. 

In addition to common law, many states have adopted the Uniform Trust 

Code (UTC), a set of model laws created to standardize trust administration 

across the country. The UTC covers things like what kind of notice must be 

given to beneficiaries and other aspects of trust management. 

So, to sum it up, a trust is a legal entity that holds assets for the benefit of 

others, managed by trustees according to rules set out in the trust 

document and governed by a combination of common law and state 

statutes. It's a flexible tool that can be used for a wide variety of purposes, 

which we'll explore further in this book. 
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Chapter 3: A TRUST’S CAST OF 

CHARACTERS 

The Cast of Characters in a Trust 

Picture a trust as a grand play, with various actors taking on different roles 

to make the story come to life. In this legal drama, there are four main 

characters: the grantor, the trustee, the beneficiary, and the trust protector. 

Let's dive into each of these roles and see how they contribute to the plot. 

The Grantor: The Mastermind Behind the Curtain 

The grantor (also known as the donor or trustor) is like the playwright of 

the trust. They're the ones who create the script (the trust document) and 

decide how the story will unfold. They contribute the "props" (assets like 

real estate or bank accounts) to the trust and often keep some control over 

the plot, such as the ability to change the beneficiaries or even rewrite the 

entire script (in the case of a revocable trust). 

Think of it like this: if the trust were a restaurant, the grantor would be the 

chef who creates the menu, decides on the ingredients, and can change the 

recipes at any time. 

The Trustee: The Director of the Show 

The trustee is like the director of the play, responsible for managing the 

trust according to the script laid out by the grantor. They can be individuals 

or even corporations (like banks or trust companies). If there are multiple 

trustees, they're like co-directors who need to work together to make 

decisions, unless the script says otherwise. 

Imagine the trust as a ship: the trustee is the captain who navigates the 

vessel according to the map (the trust document) provided by the grantor. 
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Even if the captain delegates some responsibilities to the crew, they're still 

ultimately responsible for the ship's course. 

The Beneficiaries: The Stars of the Performance 

The beneficiaries are the main characters in the trust story – they're the 

ones who benefit from the trust. However, their roles can be complex, with 

different beneficiaries having separate or overlapping interests. Some might 

be on stage for the whole play (like a lifetime beneficiary who receives 

income from the trust), while others might only appear in the final act (like 

remainder beneficiaries who receive the principal after the income 

beneficiaries have exited the stage). 

Picture the trust as a pie: the beneficiaries each get a slice, but their slices 

might be different sizes or they might get them at different times. 

The Trust Protector: The Understudy Waiting in the Wings 

In some trusts, there's a fourth character: the trust protector. They're like 

the understudy who can step in and take over certain roles if needed. They 

might have the power to remove and appoint trustees, review accounts, or 

even rewrite parts of the script (by amending the trust). 

The trust protector is like a safety net for the grantor, especially in cases 

where the grantor has to give up control (like in offshore asset protection 

trusts or special needs trusts). They can make sure the play stays on track 

and the other actors are doing their jobs properly. 

So there you have it – the four main characters in the legal drama of a trust. 

Each plays a crucial role in ensuring that the grantor's vision comes to life 

and the beneficiaries get their moment in the spotlight. Understanding 

these roles is key to navigating the world of trusts and making sure your 

own trust story has a happy ending. 
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Chapter 4: THE THREE MUSKETEERS OF 

TRUSTS: REVOCABLE, IRREVOCABLE, 

AND TESTAMENTARY 

In the world of trusts, there are three main types that stand out like the 

legendary Three Musketeers: revocable, irrevocable, and testamentary 

trusts. Each has its own unique characteristics and purpose, but they all 

work together to protect and manage assets. Let's explore these three trust 

types and see how they differ. 

Revocable Trusts: The Shapeshifter 

Revocable trusts are like the chameleon of the trust world – they can 

change their colors (or terms) at any time. The grantor has the power to 

modify or even completely dissolve the trust, taking back the assets 

whenever they please. 

Think of a revocable trust as a magic box. The grantor can put their assets 

inside, but they always have the key to open the box and rearrange or 

remove the contents. However, once the grantor passes away, the magic 

wears off, and the box becomes permanently sealed (irrevocable). 

Irrevocable Trusts: The Unbreakable Vault 

Irrevocable trusts are like an unbreakable vault – once the assets are locked 

inside, even the grantor can't get them out or change the terms of the trust. 

This might seem like a drawback, but it's actually a superpower that can 

shield assets from taxes and help the grantor qualify for public benefits. 

Imagine an irrevocable trust as a time capsule. The grantor puts their assets 

inside and sets the terms, then buries it deep underground. They can't dig it 

up and change what's inside, but that's the point – the contents are 

protected from the outside world. 
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However, sometimes even an unbreakable vault needs a little flexibility. 

That's where the trust protector comes in, like a guardian angel who can 

make changes to the trust when necessary (like a secret backdoor to the 

vault). Special needs trusts are a perfect example of when this flexibility is 

crucial, as they must adapt to changes in public benefit program 

requirements. 

Testamentary Trusts: The Afterlife Adventure 

Testamentary trusts are like a postmortem adventure – they only come to 

life after the grantor has passed away, and they're created through the 

grantor's will. These trusts are a bit like a ghost that haunts the probate 

court, as the court often retains oversight, requiring annual check-ins 

(accounts) with the trustee. 

Picture a testamentary trust as a treasure map that only appears after the 

grantor has sailed to the great beyond. The trustee must follow the map 

(the will) and report their progress to the probate court, which can be a 

costly and time-consuming journey. 

To avoid this posthumous paperwork, many estate planning attorneys 

recommend using "pour-over" wills instead. These wills are like a funnel 

that directs any leftover assets into a separate, pre-existing trust, bypassing 

the need for a testamentary trust altogether. 

So there you have it – the Three Musketeers of Trusts, each with their own 

unique powers and purposes. Whether you choose a revocable trust (the 

shapeshifter), an irrevocable trust (the unbreakable vault), or a testamentary 

trust (the afterlife adventure), understanding these three trust types is 

essential in creating a comprehensive estate plan that protects your assets 

and ensures your wishes are carried out. 
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Chapter 5: THE SWISS ARMY KNIFE OF 

WEALTH PRESERVATION PLANNING 

Trusts are like the Swiss Army knife of wealth preservation planning – 

they're versatile tools that can serve a wide range of purposes. From 

protecting assets and reducing taxes to managing property for 

beneficiaries, trusts are the ultimate multitaskers. Let's explore some of the 

key reasons why people choose to create trusts. 

Avoiding Probate: The Estate Planning Ninja 

One of the most popular reasons for creating a trust is to avoid probate, 

the court-supervised process of distributing a deceased person's assets. 

Probate can be like a lengthy and expensive obstacle course, with court 

fees, attorney costs, and delays at every turn. 

Think of a trust as an estate planning ninja – it can swiftly and silently 

transfer assets to beneficiaries without alerting the probate court. By 

keeping assets out of probate, trusts can save time, money, and hassle for 

your loved ones. 

Managing Property for Beneficiaries: The Financial Babysitter 

Trusts can also act as a financial babysitter for beneficiaries who may not be 

ready or able to manage assets on their own. This could include minor 

children, individuals with special needs, or even adults who might be prone 

to overspending or making poor financial decisions. 

Picture a trust as a wise old owl, carefully watching over the assets and 

distributing them according to the grantor's instructions. The trustee can 

ensure that the beneficiaries' needs are met while also protecting the assets 

from being squandered or misused. 
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Reducing Estate and Gift Taxes: The Tax-Slashing Superhero 

For those with substantial assets, trusts can be a powerful tool for 

minimizing estate and gift taxes. By transferring assets into an irrevocable 

trust, the grantor can remove those assets from their taxable estate, 

potentially saving their beneficiaries a significant amount in taxes. 

Imagine a trust as a tax-slashing superhero, swooping in to rescue your 

assets from the clutches of Uncle Sam. With careful planning and the right 

type of trust, you can pass more of your wealth to your loved ones and less 

to the IRS. 

 

Protecting Assets from Creditors: The Legal Forcefield 

Trusts can also provide a legal forcefield around your assets, shielding them 

from creditors, lawsuits, and even ex-spouses. By placing assets in an 

irrevocable trust, the grantor can often protect those assets from being 

seized or attached by creditors. 
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Think of a trust as a secret hideout for your assets, like the Batcave for your 

wealth. With the right trust structure, you can keep your assets safe from 

financial villains and ensure they remain available for your beneficiaries. 

Charitable Giving: The Philanthropic Fairy Godmother 

Trusts can also be used to support charitable causes and organizations that 

are important to the grantor. By creating a charitable trust, the grantor can 

provide ongoing support to their favorite charities while also potentially 

receiving tax benefits. 

Picture a trust as a philanthropic fairy godmother, granting wishes and 

spreading generosity to the causes you care about most. With a charitable 

trust, you can leave a legacy of giving that continues long after you're gone. 

 

In conclusion, trusts are the ultimate multitaskers of estate planning, 

serving a wide range of purposes from avoiding probate and managing 

property to reducing taxes and protecting assets. Whether you're looking 

to be an estate planning ninja, a financial babysitter, a tax-slashing 

superhero, or a philanthropic fairy godmother, there's a trust out there that 

can help you achieve your goals. So go ahead and unleash the power of 

trusts in your estate plan – your beneficiaries (and your inner superhero) 

will thank you. 
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Chapter 6: TRUSTEE RESPONSIBILITIES & 

FIDUCIARY DUTIES: THE SUPERHERO 

CODE OF CONDUCT 

Being asked to serve as a trustee is like being handed a superhero cape – 

it's a great honor, but it comes with a lot of responsibility. Before you put 

on that cape and take on the role of trustee, it's important to understand 

the duties and obligations that come with the job. 

 

The Fiduciary Duty: Your Superhero Oath 

As a trustee, you'll be held to the highest standard of care known as the 

"fiduciary duty." This is like the superhero oath – it means you must always 

put the beneficiaries' interests ahead of your own, avoid conflicts of 

interest, and never use your powers for personal gain. 
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Think of it like this: if you were Superman, you wouldn't use your X-ray 

vision to peek at your neighbor's bank account balance or your super 

strength to steal their car. In the same way, as a trustee, you can't use trust 

funds to invest in your own business or borrow money from the trust for 

personal use. 

Trustee Responsibilities: Your Superhero Toolkit 

As a trustee, you'll have a variety of responsibilities that make up your 

superhero toolkit. These include: 

1. Investment: The Financial Fortress 

You'll be responsible for investing trust assets "prudently," which is like 

building a financial fortress to protect the beneficiaries' interests. This 

usually means creating a balanced portfolio of stocks and bonds, but 

sometimes unique assets like real estate or family businesses may require 

special consideration. 

2. Accounting: The Recordkeeping Radar 

Trustees must keep meticulous records of trust finances, like a superhero 

with a built-in recordkeeping radar. This includes tracking income, 

expenses, and disbursements, and providing regular accounts to 

beneficiaries. 

3. Taxes: The Tax-Slaying Sword 

Trusts come in two flavors for tax purposes: grantor trusts and non-grantor 

trusts. As a trustee, you'll need to understand the tax implications of each 

and wield your tax-slaying sword to minimize the trust's tax burden. 

4. Communication: The Empathy Earpiece 

Trustees must maintain open lines of communication with beneficiaries, like 

a superhero with an empathy earpiece. This means being responsive to 
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their needs, scheduling regular meetings, and keeping them informed 

about trust matters. 

5. Investigation: The Detective's Magnifying Glass 

Sometimes, trustees need to put on their detective hat and investigate 

beneficiaries' circumstances, like a superhero with a trusty magnifying glass. 

This might involve ensuring trust distributions aren't being exploited or 

making sure beneficiaries' housing and care needs are being met. 

Embrace Your Inner Superhero 

Serving as a trustee is a big responsibility, but it's also an opportunity to be 

a financial superhero for the beneficiaries. By understanding your fiduciary 

duties and embracing your trustee responsibilities, you can don your cape 

with confidence and make a real difference in the lives of those you serve. 

So go ahead – read through that trust document, sharpen your investment 

skills, and get ready to communicate and investigate like a pro. The 

beneficiaries are counting on you to be their trustee superhero. 

The Perils of Breaching Fiduciary Duties: A Trustee's Worst 

Nightmare 

As a trustee, you've been entrusted with the great responsibility of 

managing the trust's assets and acting in the best interests of the 

beneficiaries. It's like being given the keys to the kingdom, and with great 

power comes great responsibility (and potential consequences). 

When a trustee breaches their fiduciary duties, it's like a superhero going 

rogue and using their powers for personal gain. The legal system has its 

own version of the Justice League, ready to swoop in and hold the trustee 

accountable for their misdeeds. 
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Legal Liabilities: The Kryptonite of Trustee Misconduct 

One of the most significant consequences of breaching fiduciary duties is 

the potential for legal liabilities. If a trustee is found to have acted in their 

own self-interest, engaged in fraud, or grossly mismanaged the trust's 

assets, they can be sued by the beneficiaries or other interested parties. 

In such cases, the trustee may be required to pay damages to compensate 

for any losses incurred by the trust or the beneficiaries. It's like having to 

fork over a chunk of your superhero salary to pay for the damage caused 

by your reckless actions. 

But the financial penalties don't stop there. In some cases, the trustee may 

also be required to reimburse the trust for any profits they made through 

their misconduct. It's like having to give back the ill-gotten gains from your 

superhero side hustle. 

Removal from the Role: The Walk of Shame 

Another potential consequence of breaching fiduciary duties is removal 

from the role of trustee. If the court determines that the trustee has acted 

in bad faith or is no longer capable of fulfilling their duties, they can be 

removed from their position. 

This is like being stripped of your superhero status and forced to hang up 

your cape. It's a public acknowledgment that you've failed to live up to the 

high standards expected of a trustee, and it can be a significant blow to 

your reputation. 

Once removed, the trustee may be replaced by a successor trustee or a 

court-appointed trustee, depending on the terms of the trust document 

and the specific circumstances of the case. It's like passing the baton to a 

new superhero who will hopefully do a better job of protecting the trust's 

assets and serving the beneficiaries. 
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Criminal Charges: The Villains' Prison 

In extreme cases, a trustee who has breached their fiduciary duties may 

even face criminal charges. This is most likely to occur in situations 

involving fraud, embezzlement, or other serious financial crimes. 

If convicted, the trustee could face fines, restitution, and even 

imprisonment. It's like being sentenced to a stint in the villains' prison, 

where you'll have plenty of time to reflect on your misdeeds and plot your 

eventual comeback (just kidding, don't do that). 

The Bottom Line: With Great Power Comes Great 

Responsibility 

As a trustee, it's crucial to understand the gravity of your fiduciary duties 

and the potential consequences of breaching them. By acting in good faith, 

exercising reasonable care, and always putting the interests of the 

beneficiaries first, you can avoid the legal and reputational pitfalls that 

come with trustee misconduct. 

Remember, being a trustee is like being a superhero - you have the power 

to do a lot of good, but you also have the responsibility to use that power 

wisely. So put on your cape, grab your trustee utility belt, and go forth to 

protect and serve the trust and its beneficiaries. Just make sure to stay on 

the right side of the law, or you might end up trading in your cape for a 

prison jumpsuit. 
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Chapter 7: SPECIFIC TRUST TERMS: YOUR 

TRUST'S DNA 

Every trust is unique, like a person's DNA. While some provisions may be 

similar across trusts, there are key terms that must be tailored to the 

grantor's specific wishes and circumstances. These terms are like the 

genetic code that determines how the trust will function and what it will 

accomplish. Let's dive into some of these crucial trust provisions. 

Rights to Income and Principal: The Trust's Lifeblood 

The distribution of income (interest, dividends, rent) and principal is the 

lifeblood of the trust. The trust document must clearly outline the terms 

and conditions under which these distributions are made. 
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Think of it like a trust's circulatory system – the income and principal flow 

through the trust, nourishing the beneficiaries according to the grantor's 

instructions. These instructions may be mandatory (like a strong, steady 

heartbeat) or discretionary (like a flexible, adaptable blood flow). 

Distribution Standards: The Trust's Fitness Plan 

Many trusts limit the trustee's discretion by tying distributions to the 

beneficiary's health, education, maintenance, and support (HEMS). This is 

like the trust's fitness plan – it ensures the trust assets are used to keep the 

beneficiary healthy and thriving, but prevents them from being squandered 

on frivolous luxuries. 

The HEMS standard is like a balanced diet for the trust – it provides what 

the beneficiary needs to grow and prosper, but avoids the empty calories of 

unnecessary spending. Plus, it has the added bonus of tax benefits, like a 

vitamin supplement for the trust's overall health. 

Power of Appointment: The Trust's Escape Hatch 

A power of appointment is like an escape hatch for the trust – it allows 

someone (often the grantor) to change who will receive the trust property. 

This flexibility is crucial in case circumstances change or the original 

distribution plan no longer makes sense. 

Think of it like a trust's emergency exit – it's there just in case, but it's 

important to have it in place. The power of appointment can be like a 

lifeboat, ensuring the trust assets end up where they're needed most. 

Right to Change Trustees: The Trust's Immune System 

The ability to hire and fire trustees is like the trust's immune system – it 

helps protect the trust from harm and ensures it continues to function 

properly. Without this power, the trust may be stuck with an unresponsive 

or inappropriate trustee, like a body with a weakened immune system. 
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Imagine the right to change trustees as the trust's white blood cells – they 

seek out and remove harmful elements (like a bad trustee) and keep the 

trust running smoothly. It's an important safeguard to have in place. 

Power to Review Accounts: The Trust's Annual Checkup 

The power to review trust accounts is like the trust's annual checkup – it's a 

chance to make sure everything is functioning as it should be. By requiring 

the trustee to provide regular accounts, the trust ensures transparency and 

accountability. 

Think of it like a trust's yearly physical – it's an opportunity to catch any 

potential problems early and make sure the trust is on track to meet its 

goals. Just like with your own health, prevention and early detection are key 

to a trust's long-term well-being. 

In conclusion, these specific trust terms are like the DNA of your trust – 

they determine its unique characteristics and how it will function over time. 

By carefully crafting these provisions, you can ensure your trust is well-

equipped to navigate whatever challenges and changes life may bring, and 

ultimately achieve the goals you've set for it. 
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Chapter 8: CHOICE OF TRUSTEE: THE 

CAPTAIN OF YOUR TRUST SHIP 

Choosing a trustee is like selecting the captain of your trust ship – it's a 

crucial decision that can determine the success or failure of your trust's 

journey. The trustee is responsible for navigating the trust through the 

sometimes choppy waters of investments, distributions, and family 

dynamics, all while ensuring the trust stays on course to achieve your goals. 

Revocable vs. Irrevocable Trusts: Different Voyages, Different 

Captains 

When choosing a trustee, the first consideration is whether your trust is 

revocable or irrevocable. This is like deciding what type of voyage your trust 

ship will embark on. 
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If you have a revocable trust, it's like a short, coastal journey – you'll likely 

serve as the captain (trustee) yourself, at least initially. But you'll still need 

to choose a first mate (successor trustee) to take the helm if you become 

incapacitated or when the trust continues after your death. 

If your trust is irrevocable, it's more like a long, ocean-crossing voyage – 

you'll probably need a separate captain (trustee) from the very beginning. 

This trustee will need to be prepared for a longer, more complex journey. 

Family Member vs. Professional Trustee: The Familiar Face or 

the Seasoned Sailor 

The next big decision is whether to choose a family member (or friend) or a 

professional trustee to captain your trust ship. Each has their own strengths 

and potential weaknesses. 

A family member trustee is like having a familiar face at the helm – they 

know you well and understand your wishes. They may be more 

approachable and likely won't charge for their services. However, they may 

lack the navigation skills (investment knowledge, accounting, 

communication) to steer the trust ship smoothly. 

A professional trustee, like a bank or attorney, is like a seasoned sailor – 

they have the experience and expertise to handle the complex duties of 

captaining a trust ship. They provide stability and continuity, but may seem 

more distant and will charge for their services. 

Factors to Consider: Assembling Your Ideal Crew 

When choosing your trustee, consider the following factors to help you 

assemble your ideal trust ship crew: 

1. Reliability: Will your trustee be a steady presence, always ready to steer 

the ship and respond to the needs of the passengers (beneficiaries)? 
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2. Communication: Will your trustee keep the lines of communication open 

with you and the beneficiaries, ensuring everyone is informed about the 

trust ship's progress? 

3. Burden: If considering a family member trustee, will they be able to 

handle all the navigational duties (investments, accounting, taxes) of 

captaining the trust ship? 

4. Conflicts: Will your trustee be able to navigate any rough waters caused 

by conflicts of interest or disagreements among beneficiaries? 

5. Cost: While a professional trustee may seem like a more expensive 

choice, their expertise can help avoid costly mistakes and ensure the trust 

ship stays on course. 

Strategies for Success: Charting a Smooth Course 

Here are a few strategies to help ensure a smooth voyage for your trust 

ship: 

1. Testing: Name your potential trustee as a co-captain now, while you're 

still at the helm. This allows you to see them in action and make sure 

they're the right fit for the long haul. 

2. Trust Protector: Appoint a trust protector (or someone with similar 

powers) to serve as a lighthouse keeper, guiding the trust ship and making 

necessary course corrections, like changing trustees if needed. 

3. Co-Trustees: Consider having both a family member and a professional 

trustee as co-captains. This way, you have the familiarity of a loved one 

combined with the expertise of a seasoned professional. 

In conclusion, choosing a trustee is like selecting the captain of your trust 

ship. By carefully considering your options and making strategic choices, 

you can ensure your trust has the leadership it needs to navigate any 

challenges and reach its intended destination.  
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Chapter 9: TRUST FUNDING: THE 

LIFEBLOOD OF YOUR TRUST 

Creating a trust is like building a car – it's a marvel of legal engineering, but 

it won't get you anywhere without fuel. Trust funding is the process of 

transferring assets into your trust, and it's absolutely crucial to ensuring 

your trust functions as intended. Without proper funding, your trust is like a 

car without gas – it looks great, but it won't take you where you need to go. 

The Pour-Over Will: Your Trust's Safety Net 

A "pour-over" will is like a funnel that catches any assets not already in your 

trust and directs them into the trust upon your death. It's a safety net 

designed to ensure nothing falls through the cracks. 

Think of it like a seatbelt in your trust car – you hope you never need it, but 

it's there to protect you just in case. The goal is to have all your assets 

already in the trust, avoiding probate and the need for the pour-over will 

altogether. 

Funding Your Trust: Filling Up the Tank 

Funding your trust is like filling up your car's gas tank – it's what gives your 

trust the power to do its job. Here's how to fuel up your trust with different 

types of assets: 

Bank and Investment Accounts: The Premium Fuel 

To move your bank and investment accounts into your trust, you'll need to 

retitle them in the name of the trustees. This is like upgrading to premium 

fuel – it helps your trust run smoothly and efficiently. 

The process is like getting a new registration for your car – you'll need to 

provide the financial institution with a copy of the trust document and the 

trustees' signatures. If your trust is revocable, you can keep using your own 
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Social Security number, but if it's irrevocable, you'll need a new tax ID 

number for the trust. 

Real Estate: The High-Octane Boost 

Transferring real estate into your trust is like giving your trust car a high-

octane boost. You'll need to sign a new deed and a trustee's certificate, 

both of which must be notarized. 

It's like getting a new title for your car – it proves the trust owns the 

property now. Just be careful if you have a mortgage or plan to refinance – 

you may need to temporarily remove the property from the trust to satisfy 

the lender's requirements. 

Retirement Plans: The Tricky Terrain 

 

Retirement plans, like IRAs and 401(k)s, are like off-road terrain for your 

trust car. You can't retitle them in the name of the trust without triggering 

taxes and penalties, which is like getting stuck in a ditch. 
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Instead, you may want to name your trust as the beneficiary of your 

retirement accounts, but only if the trust is set up to handle these assets 

properly. It's like equipping your trust car with special tires to navigate this 

tricky terrain – you'll need the guidance of an estate planning professional 

to make sure you're on the right track. 

Vehicles: The Smooth Ride 

Depending on your state, you may or may not be able to title your vehicles 

in the name of your trust. If not, the pour-over will can catch them and 

direct them to the right beneficiaries. 

It's like taking your trust car for a smooth ride – even if you hit a bump in 

the road, the pour-over will is there to keep you on course. 

Beneficiary Designations: The GPS of Your Trust 

Finally, don't forget to update your beneficiary designations for insurance 

policies and other accounts to name your trust. This is like programming 

your trust car's GPS – it ensures all your assets are headed to the same 

destination. 

Inconsistent beneficiary designations can lead to confusion and conflict, like 

a GPS sending you in circles. Make sure your entire plan is coordinated and 

pointing in the same direction. 

In conclusion, trust funding is the lifeblood of your trust – it's what brings 

your carefully crafted estate plan to life. By properly fueling your trust with 

assets and ensuring all your beneficiary designations are in sync, you can 

ensure a smooth ride for your loved ones, avoiding the potholes of probate 

and the detours of inconsistent planning. So don't let your trust car sit idle 

– fill up the tank and get ready to hit the road with confidence.  
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Chapter 10: TRUSTEE COMPENSATION: 

PAYING THE CAPTAIN OF YOUR TRUST 

SHIP 

Just like a ship's captain deserves fair compensation for navigating the high 

seas, a trustee is entitled to reasonable compensation for steering your 

trust. Whether your trust explicitly mentions trustee fees or not, it's 

important to understand how these fees work and what's considered 

"reasonable." 

 

Professional Trustees: The Luxury Cruise Liners 

Professional trustees, like banks and trust companies, are the luxury cruise 

liners of the trust world. They offer a full suite of services and charge 

accordingly. 
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Typically, professional trustees charge between 1.0% and 1.5% of trust 

assets per year, with higher percentages for smaller trusts (under $1 million) 

and lower percentages for larger trusts (over $2 million). It's like paying for 

a deluxe cabin on a cruise ship – the amenities are top-notch, but the price 

tag reflects that. 

In the past, professional trustees would often charge a percentage of both 

the trust principal and income, like a cruise ship charging for both the cabin 

and the onboard activities. However, with interest rates (and trust income) 

at historic lows, most now charge solely based on the trust principal. 

For smaller trusts, percentage-based fees can be problematic. It's like 

booking a luxury cruise for a dinghy – the cost may outweigh the benefits. 

Some professional trustees charge minimum annual fees (around $5,000) or 

hourly rates plus a smaller percentage to ensure they're fairly compensated 

without sinking the trust. 

Non-Professional Trustees: The Sailboat Skippers 

Non-professional trustees, often family members or friends, are like the 

sailboat skippers of the trust world. They may not have all the bells and 

whistles of a professional trustee, but they can still get the job done. 

When a non-professional trustee works alongside a professional (the 

sailboat following the cruise ship's lead), they often don't charge a fee. It's 

like the professional trustee is covering the cost of the journey. 

However, when a non-professional trustee is at the helm alone, they can 

certainly charge a fee. The standard seems to be around 0.25% of trust 

assets per year, but this can vary based on the trust's other expenses (like 

investment management fees). 

The key is to be transparent and consistent. Non-professional trustees 

should discuss their fees with the grantor or beneficiaries upfront and put 
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the agreement in writing. It's like charting a clear course before setting sail 

– everyone knows what to expect and there are no surprises on the horizon. 

Avoiding the Perfect Storm: Tips for Smooth Sailing 

To keep your trust ship on course and avoid any fee-related storms, 

consider these tips: 

1. Discuss fees upfront: Whether you're the grantor, trustee, or beneficiary, 

make sure everyone is on the same page about trustee compensation from 

the start. It's like having a pre-cruise meeting to go over the itinerary and 

expenses. 

2. Put agreements in writing: Even a simple email confirmation can help 

prevent misunderstandings down the line. It's like having a written contract 

for your trust journey. 

3. Pay fees annually: Regular, predictable fee payments help keep everyone 

happy and the trust running smoothly. It's like having a steady supply of 

provisions on your trust ship. 

4. Be transparent about accruing fees: If fees can't be paid regularly (like 

when the trust holds non-income producing assets), make sure the 

beneficiaries are aware of what's accruing. It's like keeping the crew 

informed about any changes in course or weather. 

5. Remember, fees are taxable income: Trustees must report their fees on 

their personal tax returns. It's like keeping a log of all the ports visited and 

duties performed on the trust journey. 

In conclusion, trustee compensation is an important aspect of managing 

your trust ship. By understanding the norms for professional and non-

professional trustees, being transparent about fees, and keeping lines of 

communication open, you can ensure your trust sails smoothly and 

everyone on board is fairly compensated for their efforts. So hoist the 

anchor, set the sails, and bon voyage!  
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Chapter 11: REVOCABLE TRUSTS: THE 

SWISS ARMY KNIFE OF WEALTH 

PROTECTION PLANNING 

Revocable trusts are like the Swiss Army knife of estate planning – they're 

versatile, adaptable, and can help you tackle a variety of challenges. Just 

like a Swiss Army knife has multiple tools in one compact package, a 

revocable trust can serve multiple purposes, from avoiding probate to 

managing assets in case of incapacity. 

 

Creating Your Trust: Assembling the Knife 

Creating a revocable trust is like assembling your own custom Swiss Army 

knife. As the creator (or "grantor"/"donor"), you get to choose which tools 

(provisions) to include and how they'll function. 



33 

You're also a beneficiary of the trust, and you can serve as the sole trustee 

or co-trustee, or appoint others to manage the trust assets. It's like being 

able to use your Swiss Army knife while also allowing others to borrow it 

when needed. 

Probate Avoidance: The Trusty Can Opener 

One of the main reasons people choose revocable trusts is to avoid 

probate, just like one of the most common reasons people carry a Swiss 

Army knife is for the can opener. 

Probate can be like a stubborn can – it takes some effort to get through, 

and the process can be a bit messy. By placing assets in a revocable trust, 

you can "open the can" of your estate without the need for probate court 

involvement. 

However, just like a Swiss Army knife's can opener isn't the only tool you 

need to prepare a meal, a revocable trust doesn't eliminate all the work 

involved in settling an estate. The trustee still has to gather assets, pay 

debts, and file taxes – but at least they can skip the probate "can opening" 

step. 

Incapacity Planning: The Dependable Screwdriver 

Another key benefit of revocable trusts is their usefulness in case of 

incapacity, like how a Swiss Army knife's screwdriver is there when you 

need it for unexpected repairs. 

If you become incapacitated, your co-trustee or successor trustee can step 

in and manage the trust assets seamlessly, without having to prove your 

incapacity to a court. It's like having a dependable tool ready to tighten the 

loose screws of your estate plan. 

This is especially valuable for seniors, who may be more vulnerable to 

scams or cognitive decline.  
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Having a co-trustee is like adding an extra layer of protection to your Swiss 

Army knife – it's there to help keep things running smoothly. 

Post-Death Planning: The Versatile Blade 

Revocable trusts can also continue after your death, serving a variety of 

purposes like a Swiss Army knife's versatile main blade. 

Your trust can help shelter assets from estate taxes, creditors, and divorce; 

ensure they stay in the family; provide for minor children or grandchildren; 

or allow a beneficiary with special needs to maintain public benefits. It's like 

using your Swiss Army knife to carve out a secure future for your loved 

ones. 

Just remember, once you pass away, your revocable trust becomes 

irrevocable – like locking your Swiss Army knife's blade in place. Your 

beneficiaries will need to follow the terms you've set, so it's important to 

choose them carefully. 

The Trustee: Your Estate Planning MacGyver 

In many ways, the trustee of your revocable trust is like MacGyver with a 

Swiss Army knife – they have the tools to tackle a wide range of estate 

planning challenges, from managing assets to distributing property to 

beneficiaries. 

By choosing the right trustee (or trustees) and equipping them with a well-

crafted trust document, you can ensure your estate plan is ready for 

whatever twists and turns life may bring. 

So, as you embark on your estate planning journey, think of a revocable 

trust as your personal Swiss Army knife – a versatile, adaptable tool that can 

help you and your loved ones navigate the ups and downs of life and 

beyond. With the right provisions and the right trustee, you'll be ready for 

anything – just like MacGyver with his trusty knife.  
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Chapter 12: ESTATE TAX PLANNING: THE 

TRUSTY SHIELD AGAINST THE TAX 

DRAGON 

Estate tax planning is like a quest to protect your kingdom's treasure from 

the fearsome tax dragon. Trusts are your trusty shields in this battle, 

helping you safeguard your wealth for future generations. Let's explore how 

different types of trusts can help you vanquish the estate tax dragon. 

Revocable Trusts & Spousal Planning: The Dynamic Duo 

Revocable trusts are like the dynamic duo of estate tax planning for married 

couples. By creating separate trusts and dividing their assets between them, 

each spouse can protect their share of the kingdom's treasure from the 

estate tax dragon when the other spouse passes away. 

Think of it like this: if the king and queen each have their own treasure vault 

(revocable trust), when one of them dies, their vault remains sealed and 

protected, even as the other's wealth grows. This way, when the surviving 

spouse finally joins their beloved in the great beyond, the tax dragon can't 

touch the treasure in the first spouse's vault. 

Credit Shelter Trusts: The Impenetrable Fortress 

Credit shelter trusts are like an impenetrable fortress within the revocable 

trust. They protect the "tax-free" amount (the estate tax credit) by locking it 

away in a separate chamber, while the excess treasure goes into the 

"marital trust" chamber or directly to the surviving spouse. 

The surviving spouse can still access the treasure in the credit shelter trust, 

but with some limitations (like the "HEMS" standard - health, education, 

maintenance, and support). It's like having a trusted guardian who makes 
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sure the treasure is used wisely, not squandered on frivolous things like 

golden toilets or diamond-encrusted dog collars. 

QTIP Trusts: The Shapeshifting Shield 

QTIP (Qualified Terminable Interest Property) trusts are like shapeshifting 

shields that can adapt to the surviving spouse's needs. They allow the 

surviving spouse to choose how the trust's treasure will be treated for tax 

purposes, kind of like deciding which magic potion to drink before battle. 

The key to the QTIP trust's power is that it must distribute all its income to 

the surviving spouse, but limits their access to the principal (the main 

treasure hoard). This way, the treasure can provide for the surviving 

spouse's needs while still being protected from the estate tax dragon when 

they pass. 

Portability: The Backup Plan Scroll 

Portability is like a backup plan scroll that allows the surviving spouse to 

inherit their deceased partner's unused estate tax exemption (the "treasure 

shield") without the need for fancy trust work. It's like having a magic spell 

that doubles the surviving spouse's protective power, as long as they 

remember to cast it (file an estate tax return) when their beloved dies. 

Powers of Appointment: The Key to Flexibility 

Powers of appointment are like the keys to the treasure room - they give 

the surviving spouse the flexibility to redirect where the trust's wealth goes 

after their death. This can be important if circumstances change, like if a 

wayward prince or princess needs to be cut off from the family fortune. 

But be careful - in the hands of a wicked stepparent, a power of 

appointment can be used to disinherit the rightful heirs. It's important to 

choose wisely when granting this power, maybe limiting it to only blood 

relatives or trusted advisors. 
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Generation-Skipping Trusts: The Legacy Protector 

Generation-skipping trusts are like a magical legacy protector that can 

shield your wealth from the estate tax dragon for multiple generations. By 

locking the treasure away in a trust with special provisions (like the "HEMS" 

standard), you can ensure your children and grandchildren benefit from 

your wealth without it being taxed every time a generation passes. 

Just be aware of the generation-skipping tax, which is like a special dragon 

that guards against too much wealth being passed down tax-free. Only the 

wealthiest kingdoms need to worry about this beast, but it's good to know 

it's there. 

Life Insurance Trusts: The Wealth Multiplier 

Life insurance trusts are like a secret wealth multiplier that can create a 

large treasure trove for your family, free from the estate tax dragon's 

clutches. By having an irrevocable trust own your life insurance policy and 

using special gift tax magic (like the "Crummey" power), you can turn 

annual gifts into a tax-free fortune for your loved ones. 

It's like planting a magic bean that grows into a giant beanstalk of wealth, 

but without the pesky giant at the top trying to eat you. 

In conclusion, estate tax planning is a noble quest to protect your hard-

earned treasure from the dreaded tax dragon. By wielding the power of 

trusts like a skilled knight, you can shield your wealth and ensure your 

legacy lives on for generations to come. So sharpen your sword, polish your 

armor, and charge forth into the battle for your family's financial future! 
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Chapter 13: ASSET PROTECTION TRUSTS: 

YOUR LEGAL BODYGUARDS 

Asset protection trusts are like your personal team of legal bodyguards, 

shielding your wealth from the threats of bankruptcy, lawsuits, and divorce. 

They stand tall and strong, ready to defend your assets from anyone who 

tries to take them away. 

The Common Law Conundrum: No Self-Defense Allowed 

Under traditional "common law" trust rules, creating a trust to protect your 

own assets is like trying to be your own bodyguard - it just doesn't work. If 

you can access the wealth in your self-settled trust, so can your creditors. 

It's like having a bodyguard who lets anyone through the door as long as 

they know the secret handshake. 

But fear not! There are ways around this pesky common law rule, like legal 

loopholes that allow you to become judgment-proof. 

Third-Party Trusts: Hiring Bodyguards for Your Loved Ones 

While you can't be your own trust bodyguard, you can hire them for 

someone else, like your children or grandchildren. These "third-party" trusts 

are like giving your loved ones their own personal security detail. 

You get to write the rules for these trusts, dictating how and when the 

assets can be used. It's like giving your bodyguards a strict set of 

instructions: "Only let little Timmy access the funds for college tuition and 

medical emergencies. And if any creditors come knocking, show them to 

the door!" 
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The Three Musketeers of Self-Settled Asset Protection 

But what if you want to protect your own assets without relying on 

someone else? Enter the three musketeers of self-settled asset protection 

trusts: 

1. Irrevocable Trusts: The Impenetrable Fortress 

Irrevocable trusts are like an impenetrable fortress for your assets. Once 

you transfer your wealth into this type of trust, it's like locking it away in a 

high-security vault. You give up control and access to the assets, but in 

return, they're shielded from creditors and lawsuits. 

It's like telling your bodyguards, "Take my money and hide it somewhere 

safe. I don't need to know where it is, as long as it's protected." 

2. Hybrid Trusts: The Best of Both Worlds 

Hybrid trusts are like having your cake and eating it too. They blend 

elements of irrevocable and third-party trusts, allowing you to maintain 

some access to the assets while still enjoying asset protection. 

Imagine creating a trust that pays you the income from your investments, 

but leaves the principal untouchable. It's like having a bodyguard who lets 

you peek inside the vault, but won't let you (or your creditors) take 

anything out. 

3. Domestic Asset Protection Trusts (DAPTs): The Home-Field 

Advantage 

DAPTs are like having your own personal team of bodyguards stationed in 

a state with favorable asset protection laws. These 17 states (like Alaska, 

Delaware, and Nevada) have given the common law conundrum the boot, 

allowing you to create self-settled trusts that shield your assets from 

creditors. 
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It's like sending your wealth on a vacation to a state with a "No Creditors 

Allowed" sign on the door. As long as you follow the rules (like appointing 

an in-state trustee), your assets can enjoy the ultimate staycation, safe from 

the prying eyes of creditors. 

The Limitations of Asset Protection Trusts: When the Armor 

Cracks 

Asset protection trusts can be powerful tools for safeguarding your wealth 

from creditors and lawsuits, but they're not invincible. Just like any suit of 

armor, there are chinks and weaknesses that can be exploited by 

determined adversaries. 

Before you go all-in on an asset protection trust, it's important to 

understand the situations in which they may not be as effective as you'd 

hope. Think of it like assessing the limitations of your trusty shield before 

charging into battle. 

Fraudulent Transfers: The Achilles Heel of Asset Protection 

One of the biggest limitations of asset protection trusts is that they cannot 

be used to shield assets from existing creditors or lawsuits. If you transfer 

assets into a trust after a claim has arisen or when you're already in financial 

trouble, it may be considered a fraudulent transfer. 

Fraudulent transfers are like the Achilles heel of asset protection - they're a 

weakness that can be exploited to bring down the entire strategy. If a court 

determines that a transfer was made with the intent to hinder, delay, or 

defraud creditors, the assets in the trust can be clawed back and used to 

satisfy the claims against you. 

It's like trying to hide behind a shield after the enemy has already launched 

their attack - it's too little, too late, and you're likely to get whacked 

anyway. 
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Statute of Limitations: The Ticking Clock 

Another limitation of asset protection trusts is that they're subject to the 

statute of limitations for fraudulent transfers. Even if you transfer assets into 

a trust before a claim arises, if the transfer is later deemed fraudulent, 

creditors may have a certain amount of time to challenge it and come after 

the assets. 

The statute of limitations varies by state and can range from a few years to 

a decade or more. It's like a ticking clock that starts the moment you 

transfer assets into the trust, and if creditors beat the buzzer, your 

protection may be null and void. 

To minimize this risk, it's important to create an asset protection trust well 

before any potential claims arise and to make sure the transfer is not made 

with the intent to defraud creditors. It's like fortifying your castle before the 

enemy army is even on the horizon. 

Court Orders: The Battering Ram 

In some cases, courts may have the power to order the trustee to distribute 

assets from an asset protection trust to satisfy a judgment or settlement. 

This is more likely to happen if the trust is located in the same jurisdiction 

as the court, or if the court has personal jurisdiction over the trustee. 

Think of it like a battering ram that can break through the walls of your 

trust's defenses. If a court determines that the assets in the trust should be 

used to pay a creditor, the trustee may have no choice but to comply. 

To reduce this risk, some people choose to create asset protection trusts in 

foreign jurisdictions with more favorable laws and legal systems. It's like 

building your castle on a remote island, where the enemy army will have a 

harder time reaching you. 
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Divorce: The Trojan Horse 

While asset protection trusts can be effective in shielding assets from most 

creditors and lawsuits, they may not provide the same level of protection in 

the event of a divorce. In many states, assets transferred into a trust during 

marriage may still be considered marital property and subject to division in 

a divorce. 

It's like the trust is a Trojan horse that you thought was protecting your 

assets, but in reality, it's hiding a bunch of angry ex-spouses who are ready 

to storm the gates and claim their share. 

If protecting assets from a potential divorce is a primary concern, it's 

important to work with an attorney who specializes in both asset protection 

and family law to create a trust that is tailored to your specific needs and 

circumstances. 

The Bottom Line: Know the Limits of Your Shield 

While asset protection trusts can be powerful tools for safeguarding your 

wealth, they're not a magic bullet. By understanding the limitations and 

potential weaknesses of these trusts, you can make informed decisions 

about whether they're the right strategy for your specific situation. 

Remember, even the strongest shield has its limits, and the key to effective 

asset protection is to plan ahead, work with experienced professionals, and 

stay one step ahead of potential threats. With the right strategy and a 

realistic understanding of the risks and limitations, you can create a fortress 

around your assets that will weather even the most determined attacks. 

The Offshore Option: International Intrigue 

For the adventurous (and extremely wealthy), there's always the option of 

offshore trusts. It's like sending your assets on a secret mission to a far-off 

land, where they'll be protected by the laws of a foreign country. 
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But be warned - this is not for the faint of heart (or the law-abiding citizen). 

Offshore trusts can be complex, expensive, and may raise eyebrows at the 

IRS. It's like having a team of international super spies guarding your 

wealth. 

A Deep Dive into the Offshore Option 

Picture this: you're a wealthy billionaire with a taste for adventure and a 

need for the ultimate in asset protection. You've heard whispers of far-off 

lands where the laws are favorable, the beaches are pristine, and your 

wealth can be tucked away, safe from the grasp of even the most 

determined creditors. Welcome to the world of offshore asset protection 

trusts. 

The Allure of the Offshore Haven 

Offshore trusts are like the secret hideouts of the asset protection world. 

They're often located in exotic, sun-drenched locales with names that evoke 

images of palm trees and umbrella drinks - places like the Cook Islands, 

Belize, and the Cayman Islands. 

But don't let the picturesque settings fool you. These jurisdictions have built 

their reputations on more than just tourism. They've crafted trust laws that 

are so protective of assets, they make even the most iron-clad domestic 

trusts look like a piggy bank with a hole in the bottom. 

Imagine your wealth as a precious treasure, buried deep beneath the sands 

of a Caribbean island. The only way to access it is with a complex series of 

clues, each one held by a different trustee scattered across the globe. And 

even if a creditor manages to piece together the clues, they'll find 

themselves standing before an impenetrable fortress, guarded by the 

unyielding laws of the offshore jurisdiction. 
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The Price of Paradise 

But before you start packing your bags and booking your one-way ticket to 

the Cook Islands, it's important to understand that offshore trusts come 

with a hefty price tag - and we're not just talking about the airfare. 

Setting up an offshore trust is like planning a destination wedding on 

steroids. You'll need a team of specialized attorneys, both in your home 

country and in the offshore jurisdiction, to navigate the complex web of 

international laws and ensure your trust is properly established. 

And then there are the ongoing maintenance costs. Offshore trustees, often 

licensed trust companies in the jurisdiction, charge a premium for their 

services. It's like paying for a five-star resort, complete with 24-hour 

concierge service and a private butler for your assets. 

But for the ultra-wealthy, these costs are a small price to pay for the 

ultimate in asset protection. It's like having a team of secret agents 

guarding your wealth around the clock, ready to whisk it away to a new 

hiding spot at the first sign of trouble. 

The Cat-and-Mouse Game 

Of course, no fortress is completely impenetrable, and offshore trusts are 

no exception. Determined creditors, especially those with deep pockets and 

a thirst for justice, may still try to pierce the veil of secrecy and get their 

hands on your assets. 

This is where the real game of cat-and-mouse begins. Offshore jurisdictions 

are notorious for their lack of cooperation with foreign courts and their 

refusal to recognize foreign judgments. It's like trying to enforce a parking 

ticket from New York City in the middle of the Amazon rainforest. 

Creditors may try to bring lawsuits in the offshore jurisdiction itself, but 

they'll find themselves playing by a whole new set of rules. Many offshore 
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jurisdictions require plaintiffs to post substantial bonds before proceeding 

with a case, and even if they manage to obtain a judgment, they may find it 

nearly impossible to collect. 

It's like trying to win a game of chess where your opponent gets to make 

up the rules as they go along. And even if you manage to checkmate them, 

they can simply sweep the pieces off the board and declare themselves the 

winner. 

The Ethics of Offshore Asset Protection 

But before you start feeling too smug about your offshore fortress, it's 

important to consider the ethical implications of hiding your assets in a far-

off land. 

Critics of offshore trusts argue that they're nothing more than a tool for the 

wealthy to evade taxes and shield their assets from legitimate creditors. 

They paint a picture of greedy millionaires and billionaires, lounging on 

their yachts in the Caribbean while their creditors are left holding the bag. 

And there's no denying that offshore trusts have been used for some pretty 

nefarious purposes over the years. From money laundering to tax evasion 

to outright fraud, the world of offshore finance has seen its fair share of 

scandals. 

But proponents of offshore trusts argue that they serve a legitimate 

purpose - protecting hard-earned wealth from frivolous lawsuits and unjust 

government seizures. They point to cases where innocent business owners 

have been targeted by unscrupulous plaintiffs, or where oppressive regimes 

have tried to nationalize private assets. 

In the end, the ethics of offshore asset protection may depend on the 

individual circumstances. If you're using an offshore trust to shield your 

assets from a legitimate judgment or to evade taxes, then you're probably 

on the wrong side of the moral equation. But if you're simply trying to 
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protect your wealth from unjust attacks, then an offshore trust may be a 

valid tool in your asset protection arsenal. 

The Future of Offshore Asset Protection 

As the world becomes increasingly interconnected and the lines between 

nations blur, the future of offshore asset protection is uncertain. Some 

experts predict that the days of the offshore haven are numbered, as 

governments crack down on tax evasion and money laundering and 

pressure offshore jurisdictions to cooperate with foreign courts. 

Others believe that offshore trusts will simply evolve to stay one step ahead 

of the authorities, finding new ways to protect assets and maintain secrecy 

in an increasingly transparent world. 

One thing is certain - as long as there is wealth to be protected, there will 

be those who seek to shield it from prying eyes and grasping hands. And as 

long as there are exotic locales with favorable laws and a taste for foreign 

capital, there will be offshore havens waiting to welcome them with open 

arms. 

So if you're a high-net-worth individual with a taste for adventure and a 

need for the ultimate in asset protection, an offshore trust may be the 

secret weapon you've been looking for. Just be prepared to navigate a 

complex web of international laws, pay a premium for the privilege, and 

perhaps confront some ethical quandaries along the way. 

But if you're willing to take the plunge, you may just find yourself sipping a 

cocktail on a white sand beach, secure in the knowledge that your wealth is 

safe and sound, far from the reach of any would-be creditor or claimant. It's 

the ultimate in financial freedom - but it comes at a price. 
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The Judgment-Proof Journey: Becoming Untouchable 

Creating an asset protection trust is like embarking on a journey to become 

judgment-proof, untouchable by creditors and lawsuits. It's a path fraught 

with legal complexities and potential pitfalls, but with the right guides (your 

trusted attorneys and advisors), you can navigate the twists and turns with 

confidence. 

Think of it like a secret mission to secure your wealth, complete with 

clandestine meetings, coded language, and a team of dedicated 

professionals working tirelessly to keep your assets safe. 

The Ethics of Asset Protection: Playing by the Rules 

Of course, with great power comes great responsibility. Asset protection 

trusts are not a license to avoid paying legitimate debts or obligations. 

They're designed to shield your wealth from unjust attacks, not to help you 

evade the law. 

It's like having a team of bodyguards who are trained to use force only 

when necessary, not to bully innocent bystanders. As long as you play by 

the rules and use these trusts for their intended purpose, you can rest easy 

knowing your assets are in good hands. 

In conclusion, asset protection trusts are your legal bodyguards, standing 

ready to defend your wealth from the slings and arrows of outrageous 

fortune. By understanding the common law conundrum, hiring bodyguards 

for your loved ones, and exploring the three musketeers of self-settled 

asset protection, you can embark on the judgment-proof journey with 

confidence. Just remember to play by the rules, and your assets will be safe 

and sound. 
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Chapter 14: FAMILY PROTECTION 

TRUSTS: THE SUPERHERO CAPES OF 

ESTATE PLANNING 

Picture this: you're a loving parent or grandparent, and you want to pass on 

your hard-earned wealth to your descendants. But you're not just handing 

over a piggy bank - you're giving them a superhero cape in the form of a 

family protection trust. These trusts are like the Batman utility belt of estate 

planning, packed with tools to safeguard your legacy from creditors, 

divorce, and even the dreaded estate tax. 

Spendthrift Trusts: The Trustee as a Frugal Fashion Critic 

Spendthrift trusts are like the strict, old-fashioned grandparents of the trust 

world. They're designed to protect beneficiaries from their own bad 

decisions, like buying too many avocado toasts or investing in a startup 

that sells artisanal paper clips. 

Here's a classic tale: a young Harvard student asks his trustee for money to 

buy a new suit. The trustee, a gray-haired gentleman who probably 

remembers the invention of the steam engine, replies, "When I was at 

Harvard, I had one suit that lasted me all four years." He pauses to pick 

some lint off his sleeve, adding, "In fact, it's still standing up pretty well 

today." 

The moral of the story? The more protective a trust is, the more restrictive it 

can be. It's like having a superhero cape that comes with a curfew and a 

strict dress code. 
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Family Protection Trusts: The Goldilocks of Asset Protection 

At our practice, we've created the "family protection trust" - it's like the 

Goldilocks of asset protection, striking a balance between safeguarding 

your legacy and giving your beneficiaries some control. 

Here's how it works: 

1. Each beneficiary (usually a child) gets their own trust, like a personalized 

superhero cape. 

2. The beneficiary can be their own trustee, managing the trust funds like a 

superhero managing their secret lair. 

3. But there's a catch - the beneficiary can only distribute income to 

themselves, not the principal. It's like having a cape that only lets you fly at 

a certain altitude. 

4. If the beneficiary needs to dip into the principal, they have to appoint an 

independent trustee - think of it like calling in a sidekick to help with a 

tricky mission. 

This trust design is meant to be practical while still offering protection. It's 

like having a superhero cape that's machine washable and wrinkle-resistant. 

The Kryptonite of Family Protection Trusts 

Of course, every superhero has a weakness, and for family protection trusts, 

it's the beneficiary's access to the trust property. If the beneficiary decides 

to go rogue and drain the trust, they'll be violating the trust terms and 

leaving the remaining funds vulnerable to lawsuits, divorce, and bankruptcy. 

It's like Superman deciding to use his powers to rob a bank - it kind of 

defeats the purpose of being a superhero. 

That's why it's crucial to choose your trustee wisely and provide them with 

clear instructions. You don't want your family protection trust to end up like 

a superhero cape with a malfunctioning jetpack. 
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Tax Protections: The Generation-Skipping Superpower 

Family protection trusts come with a bonus superpower: tax protection. The 

funds in the trust won't be included in the child's taxable estate, which 

means they can skip a generation of estate taxes. It's like having a cape that 

lets you leap tall tax bills in a single bound. 

But be warned - the IRS has a secret weapon called the "generation-

skipping tax," designed to limit how much wealth can pass tax-free from 

generation to generation. It's like the supervillain of the trust world, always 

trying to foil the plans of wealthy families. 

Keeping It in the Family: The Legacy-Preserving Lasso 

Finally, family protection trusts can help keep assets in the family, even if a 

child passes away prematurely. Without a trust, the assets might pass to the 

child's spouse, who could remarry, have more children, and potentially 

leave the original grandchildren with nothing. It's like a superhero's sidekick 

inheriting their cape, only to give it to their new partner and forget about 

the original hero's legacy. 

With a family protection trust, the assets remain in trust for the 

grandchildren, ensuring that the family legacy stays intact. It's like having a 

lasso that always brings the inheritance back to the rightful heirs. 

So, if you want to give your descendants a superhero cape to protect their 

inheritance, consider a family protection trust. Just remember to choose 

your trustee carefully, provide clear instructions, and watch out for the 

generation-skipping tax supervillain. With the right planning, your family's 

legacy can have the power to endure through the generations, like a 

superhero's legend living on through the ages. 
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Chapter 15: TRUSTS FOR MINOR 

CHILDREN: THE FINANCIAL FAIRY 

GODMOTHERS 

Once upon a time, in a land of responsible estate planning, loving parents 

and grandparents sought to leave a legacy for their young descendants. But 

they knew that leaving a pile of gold to a child was like giving a magic 

wand to a toddler - it could lead to some serious mischief. Enter the 

financial fairy godmothers: trusts for minor children. 

 

The Enchanted Age: When the Spell Breaks 

In most estate plans, the magic number is 25. That's when the trust's spell is 

usually broken, and the young beneficiary is deemed mature enough to 

handle their inheritance. But just like in any good fairy tale, there are twists 

and turns along the way. 
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The Pot Trust: Sharing the Magic 

One option is to create a "pot" trust, where all the children share a single 

cauldron of wealth. It's like a magical communal piggy bank, managed by 

the trustee. This can be easier for the trustee to handle, but it might lead to 

some sibling rivalry if one child's educational expenses drain the pot faster 

than others. 

Splitting the Spell: Separate Shares 

Alternatively, the trust can be divided into separate shares for each child, 

like giving each young wizard their own wand. This ensures that one child's 

magical misadventures don't affect the others' inheritances. The spell can 

be split at different ages, depending on the family's needs and the age 

gaps between the children. 

The Coming-of-Age Ceremony: Distributing the Treasure 

Just like in a coming-of-age ceremony, the trust can be designed to release 

the inheritance to the beneficiary at a certain age. While 25 is a common 

choice, it's not set in stone. The older the beneficiary, the more likely they 

are to have the wisdom to handle their newfound wealth. 

For larger inheritances, the distribution can be staggered, like a series of 

magical trials the beneficiary must pass. For example, they might receive a 

third of the trust at 25, another third at 30, and the final portion at 35. This 

gives them a chance to gain experience managing smaller sums before 

taking on the full responsibility. 

The Sorcerer's Apprentice: Guiding the Trust’s Purpose 

Like a wise old wizard guiding their apprentice, the trust creator can specify 

how the funds should be used for the beneficiary's benefit.  
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This can include paying for magical summer camps, educational quests, or 

even a down payment on a first enchanted cottage. The possibilities are as 

endless as a sorcerer's spell book. 

The Unexpected Plot Twist: When a Beneficiary Passes Away 

In the unlikely event that a young beneficiary passes away before the trust 

is fully distributed, the story must go on. The trust should have a plan for 

where the remaining funds will go, like a magical failsafe. Usually, the 

inheritance passes to the beneficiary's children (if any), or to their siblings. 

The trust may also give each beneficiary a "power of appointment," which is 

like a magical wish they can use to direct where their share goes. This 

power can be broad, allowing them to choose any recipient, or narrower, 

limited to family members, spouses, or even magical creatures (or charities, 

in the non-magical world). 

The Moral of the Story 

In the end, trusts for minor children are like financial fairy godmothers, 

watching over the inheritance until the young beneficiaries are ready to 

claim their treasure. By choosing the right magical elements - like the age 

of distribution, the trust's purpose, and the plan for unexpected plot twists 

- parents and grandparents can ensure that their legacy becomes a true 

happily ever after for their descendants. 

So, if you want to be the fairy godparent of your family’s financial future, 

consider creating a trust for your minor children or grandchildren. With a 

little bit of magic (and a lot of careful planning), you can turn your estate 

into a fairy tale ending that will be told for generations to come. 
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Chapter 16: TRUSTS FOR RETIREMENT 

PLANS: NAVIGATING THE SECURE ACT 

MAZE 

Picture this: you've spent your entire working life diligently saving for 

retirement, like a squirrel hoarding acorns for the winter. But now, as you 

plan your estate, you realize that passing on your retirement plan assets to 

your heirs is like sending them into a maze filled with tax traps and 

distribution deadlines. Enter the trusty guide: trusts for retirement plans. 

The Quest for the Perfect Beneficiary 

Before the SECURE Act of 2019, passing on your retirement plan to a 

designated beneficiary was like giving them a golden ticket to a lifetime of 

stretched-out distributions. But now, most beneficiaries must navigate the 

maze within 10 years, unless they're one of the chosen few: 

1. Spouses: The ultimate VIPs, they still get the lifetime pass. 

2. Minor Children: They get a temporary map until they reach the age of 

majority. 

3. Disabled or Chronically Ill Individuals: They receive a special key to the 

lifetime distribution path. 

4. Not-So-Young Beneficiaries: If they're less than 10 years younger than 

you, they can still take the scenic route. 

The Trust as Your Beneficiary's Compass 

When you name a trust as the beneficiary of your retirement plan, it's like 

handing your heirs a compass to navigate the SECURE Act maze. But to 

qualify as a designated beneficiary, the trust must be like a well-crafted 

puzzle: 
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- Valid under state law (all the pieces must fit) 

- Irrevocable upon your death (no changing the picture halfway through) 

- Identifiable beneficiaries (each piece has a clear place) 

- No charity pieces (they don't belong in this puzzle) 

- Assembled and presented to the IRA custodian by October 31st after your 

death (the final reveal) 

 

Conduit Trusts: The Express Lane 

Conduit trusts are like the express lane through the SECURE Act maze. They 

require all the required minimum distributions (RMDs) to be paid out 

directly to the beneficiaries each year, like a guided tour through the maze. 
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If the trust has a single beneficiary, like your spouse, they get to enjoy the 

lifetime distribution path. But if there are multiple beneficiaries, they might 

get stuck with the 10-year deadline, like a group tour that has to stick to a 

strict schedule. 

Accumulation Trusts: The Scenic Route 

Accumulation trusts are like the scenic route through the SECURE Act maze. 

The trustee can choose to hold onto the RMDs, like a backpack full of 

supplies, rather than distributing them immediately to the beneficiaries. 

This can be useful if you want to protect the assets from creditors, keep 

them in the family, or preserve eligibility for public benefits. But be careful - 

if any of the beneficiaries don't qualify as designated or eligible, the trust 

might get lost in the maze and have to evacuate within 5 years. 

Tax Traps and Other Obstacles 

Accumulation trusts can also trigger tax traps in the SECURE Act maze. 

When the RMDs are held in the trust, they're taxed at the higher trust rates, 

like paying a toll for taking the scenic route. And the accelerated 

withdrawals under the 10-year rule can push the trust into even higher tax 

brackets, like a speed trap hidden around the corner. 

Alternative Routes: Dividing the Map 

If navigating the accumulation trust maze seems too daunting, you might 

consider dividing the map among your beneficiaries. For example, if you 

have one child with special needs and two without, you could give the 

retirement plan assets to the two and use other assets to fund the special 

needs trust. 

This can help avoid the complexities of accumulation trusts, but it might 

make it harder to ensure everyone gets an equal share of the estate. It's like 

trying to split a pie evenly when one slice has to be gluten-free. 
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More Pitfalls: Naming a Trust as Your Retirement Plan 

Beneficiary 

Trusts can be powerful tools for protecting and preserving your retirement 

savings for future generations, but they're not without their drawbacks. 

Naming a trust as the beneficiary of your IRA, 401(k), or other retirement 

accounts can be like navigating a maze filled with tax traps and 

administrative hurdles. 

Before you take the plunge and name a trust as your retirement plan 

beneficiary, it's important to understand the potential downsides. Think of 

it like reading the fine print before signing up for a lifetime supply of prune 

juice - sure, it might be good for you in the long run, but there are some 

things you need to know first. 

Increased Complexity: The Labyrinth of Trust Administration 

One of the biggest drawbacks of naming a trust as your retirement plan 

beneficiary is the increased complexity it brings to the table. Administering 

a trust that holds retirement assets is like trying to solve a Rubik's Cube 

while riding a unicycle - it's not impossible, but it's definitely not easy. 

For starters, the trust must meet certain requirements to be considered a 

"see-through" or "conduit" trust, which allows the beneficiaries to stretch 

out the required minimum distributions (RMDs) over their lifetimes. If the 

trust doesn't meet these requirements, the retirement assets may have to 

be distributed (and taxed) much more quickly, which can be a major 

headache for the trustee and the beneficiaries alike. 

Even if the trust does qualify as a see-through trust, the trustee will have to 

navigate a complex web of rules and regulations to ensure that the RMDs 

are calculated and distributed correctly. It's like trying to decipher an 

ancient treasure map written in a foreign language - one wrong move and 

you could end up paying a fortune in penalties and taxes. 
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Potentially Higher Taxes: The Tax Trap of Trust Distributions 

Another potential drawback of naming a trust as your retirement plan 

beneficiary is the possibility of higher taxes. When retirement assets are 

distributed from a trust, they're typically taxed at the trust's tax rate, which 

can be significantly higher than the individual tax rates of the beneficiaries. 

For example, let's say you have an IRA worth $1 million that you leave to a 

trust for the benefit of your three children. If the trust distributes $100,000 

to each child in a given year, that income will be taxed at the trust's rate, 

which could be as high as 37% (as of 2021). If, on the other hand, the IRA 

had been left directly to the children, they would each pay taxes on their 

$100,000 distribution at their individual tax rates, which could be much 

lower. 

It's like the trust is a giant tax sponge, soaking up all the extra taxes and 

leaving the beneficiaries with a smaller slice of the retirement pie. Of 

course, this isn't always the case, and there are strategies that can be used 

to minimize the tax impact of trust distributions, but it's definitely 

something to be aware of. 

The Alternative: Leaving Retirement Assets Directly to 

Beneficiaries 

So, if naming a trust as your retirement plan beneficiary can be such a 

headache, what's the alternative? For many people, the simplest and most 

tax-efficient option is to leave their retirement assets directly to their 

beneficiaries, either through a beneficiary designation form or a will. 

By leaving retirement assets directly to individuals, you can avoid the 

complexity and potential tax pitfalls of a trust. Your beneficiaries will be 

able to stretch out the RMDs over their lifetimes (if they qualify as eligible 

designated beneficiaries under the SECURE Act) and pay taxes on the 

distributions at their individual tax rates. 
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Of course, this approach isn't right for everyone, and there are still plenty of 

situations where naming a trust as the beneficiary of a retirement plan can 

make sense. For example, if you have minor children or beneficiaries with 

special needs, a trust can provide important protections and ensure that 

the assets are managed responsibly. 

The Bottom Line: Weigh the Pros and Cons 

At the end of the day, the decision to name a trust as your retirement plan 

beneficiary is a personal one that depends on your unique circumstances 

and goals. Before you make the call, it's important to weigh the potential 

benefits against the drawbacks and consult with a qualified estate planning 

attorney and financial advisor. 

Remember, your retirement savings are like a pot of gold at the end of the 

rainbow - you want to make sure they're protected and preserved for the 

people and causes you care about most. Whether you choose to leave 

them to a trust or directly to your beneficiaries, the key is to have a plan in 

place that reflects your values and ensures that your legacy lives on long 

after you're gone. 

The Moral of the Story 

Trusts for retirement plans can be a powerful tool for protecting and 

preserving your hard-earned savings for your beneficiaries. But navigating 

the SECURE Act maze requires careful planning and a trusty guide. 

By understanding the different types of beneficiaries, the requirements for 

trusts, and the potential tax traps, you can create a trust that leads your 

heirs safely through the maze and helps them make the most of your 

retirement legacy. So, as you plan your estate, think of your retirement plan 

assets as the treasure at the heart of the maze. With the right trust as your 

beneficiary's compass, you can ensure they'll navigate the twists and turns 

with confidence, and emerge victorious on the other side.  
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Chapter 17: TRUSTS FOR 

GRANDCHILDREN: THE CHERRY ON TOP 

OF YOUR ESTATE PLAN 

Picture this: you're a doting grandparent, eager to shower your 

grandchildren with love, affection, and of course, a generous helping of 

financial support. But you don't want to wait until you're gone and your 

children have had their turn to pass on your legacy. Enter the 

grandchildren's trust - the cherry on top of your estate planning sundae. 

The Grandparent's Pot of Gold 

Grandchildren's trusts are often set up as "pot" trusts, like a big cauldron of 

love and generosity. The funds are available to all the grandchildren, and 

the trustee can ladle out the goodies evenly or according to each 

grandchild's needs and desires. 

Imagine the trustee as a fairy godparent, waving their magic wand to grant 

the grandchildren's wishes. "You get a trip to Disney World, and you get a 

summer at space camp, and you get a down payment on your first castle!" 

The Extras That Make Life Sweet 

Unlike other trusts that focus on the boring stuff like paying bills and 

putting food on the table, grandchildren's trusts are all about the extras 

that make life sweet. They're the sprinkles on the ice cream cone of life. 

Want to send your grandkids to that fancy summer camp all their friends 

are talking about? The grandchildren's trust has got you covered. Want to 

help them backpack through Europe before they settle down? The trust is 

like a magic carpet ride, whisking them away to new adventures. 
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The One-Third Rule: Treating Your Grandkids Like an Extra 

Kid 

When it comes to funding your grandchildren's trust, you could just throw 

in a specific amount and call it a day. But where's the fun in that? Instead, 

consider treating the trust like an extra child in your estate plan. 

If you have two children, slice your estate pie into three equal pieces - one 

for each child and one for the grandchildren's trust. If you have three 

children, make it four slices. It's like adding an extra seat at the family table, 

just for your grandkids. 

Skipping a Generation Without Skipping a Beat 

One of the perks of a grandchildren's trust is that it lets you pass on your 

wealth to the next generation without making them wait for their parents 

to pass the baton. It's like giving them a head start in the race of life. 

Plus, by setting aside some funds specifically for your grandkids, you can 

ensure that your legacy lives on, even if their parents hit a few bumps in the 

road. It's like a financial safety net, catching them if they fall. 

The Trust That Keeps on Giving 

Another benefit of grandchildren's trusts is that they can keep on giving 

long after you're gone. By setting up the trust with specific purposes in 

mind, like education or travel, you can ensure that your grandkids are using 

the funds to enrich their lives, not just pay the bills. 

It's like leaving them a treasure map, with each X marking a new experience 

or opportunity. And the best part? You get to be the one who buried the 

treasure in the first place. 



62 

The Moral of the Story 

Grandchildren's trusts are the ultimate expression of a grandparent's love 

and generosity. They let you skip a generation and give your grandkids a 

taste of your legacy while you're still around to see them enjoy it. 

By treating the trust like an extra child in your estate plan and focusing on 

the extras that make life sweet, you can create a lasting impact on your 

grandchildren's lives. It's like leaving them a piece of your heart, wrapped 

up in a big, shiny bow. 

 

So, if you want to be the coolest grandparent on the block (and really, who 

doesn't?), consider adding a grandchildren's trust to your estate planning 

menu. Your grandkids (and their future therapists) will thank you. 
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Chapter 18: PURPOSE TRUSTS: THE 

GRANTOR'S GUIDE TO SHAPING YOUR 

LEGACY 

Imagine you're a grantor, the mastermind behind your estate plan. You've 

worked hard to build your wealth, and now you want to make sure it's used 

to support your values and shape your legacy. Enter the purpose trust - 

your secret weapon for guiding your beneficiaries down the path you've 

chosen. 

 

The Carrot on a Stick: Incentivizing Good Behavior 

Purpose trusts are like a carrot on a stick, dangling incentives in front of 

your beneficiaries to encourage them to live up to your expectations.  
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Want your grandkids to focus on their education? Create a trust that pays 

out for tuition, books, and that fancy graphing calculator they've been 

eyeing. 

Want to motivate your ne'er-do-well offspring to get a job? Set up a trust 

that matches their earnings, like a cosmic game of "I'll pay you a dollar if 

you mow the lawn." It's like using your wealth to create a giant behavior 

chart for your adult children. 

The Custom-Tailored Legacy 

One of the best things about purpose trusts is that they can be tailored to 

your specific values and goals. If you're a globe-trotter, you might create a 

trust that pays for your beneficiaries to travel the world, broadening their 

horizons (and maybe even sending you a postcard or two). 

If you believe in the power of homeownership, you could set up a trust that 

provides a down payment for your beneficiaries' first homes. It's like giving 

them a piggy bank that can only be smashed open when they're ready to 

put down roots. 

The Public Policy Police 

But be careful - not every purpose you dream up will pass muster with the 

legal powers that be. Some purposes have been deemed against public 

policy, like trying to control your beneficiaries' love lives from beyond the 

grave. 

For example, you can't create a trust that only pays out if your beneficiaries 

marry someone of the same race (or, these days, the opposite sex). The 

courts will give that trust a big ol' "nope" and send it packing. 

The Trust That Launched a Thousand Ships 

On the other hand, if you keep your purposes within the bounds of public 

policy, the sky's the limit.  
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You could create a trust that pays for your beneficiaries to start their own 

businesses, like a fairy godparent granting wishes for entrepreneurial 

success. 

You could even set up a trust that funds your beneficiaries' wildest dreams, 

like building a replica of the Millennium Falcon in their backyard (just make 

sure to include a clause about not using it for intergalactic smuggling). 

The Moral of the Story 

Purpose trusts are a powerful tool for shaping your legacy and guiding your 

beneficiaries down the path you've chosen. By using your wealth to 

incentivize good behavior, support your values, and fuel your beneficiaries' 

dreams, you can create a lasting impact that echoes through the 

generations. 

But like any powerful tool, purpose trusts must be wielded with care. Stick 

to purposes that align with public policy, and avoid the temptation to 

control your beneficiaries' lives from beyond the grave (no matter how 

much you want to matchmake for your grandkids). 

If you use your purpose trust powers for good, you can be the grantor who 

launched a thousand ships - or at least a few well-educated, homeowner, 

world-traveling entrepreneurs. And really, what more could a grantor ask 

for? 
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Chapter 19: LIFE INSURANCE TRUSTS: 

THE ESTATE PLANNING NINJA 

Picture this: you're a wealthy individual, and you've got a life insurance 

policy that's so big, it could make even the most stoic estate planner's jaw 

drop. But you're not about to let the taxman get his grubby hands on those 

precious proceeds. Enter the life insurance trust - your secret weapon for 

sneaking your policy past the estate tax ninja. 

The Tax-Free Treasure Chest 

Life insurance proceeds are like a treasure chest full of tax-free goodies. But 

if you're the one holding the key (i.e., you own the policy), the estate tax 

ninja will swoop in and demand his cut as soon as you kick the bucket. 

That's where the life insurance trust comes in. It's like a secret hiding place 

for your policy, where the tax ninja can't find it. As long as someone else 

(like your kids or a trust) owns the policy, your estate can keep its grubby 

hands off the proceeds. 

The Crummey Letter: Your Secret Code 

But wait, there's a catch. If you're going to be the one funding the 

premiums for the policy in the trust, you can't just hand over the cash like 

it's a birthday present. That would be too easy, and the IRS doesn't do easy. 

Instead, you've got to use a secret code known as the "Crummey letter" 

(named after a court case, not because it's a crummy idea). It's like a spy 

memo that goes out to the trust beneficiaries every time you make a 

premium payment. 

The letter basically says, "Hey, Uncle Moneybags just dropped some cash 

into the trust. If you want a piece of the action, you've got 30 days to claim 
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your share. If not, it's going towards the life insurance premiums. Your 

move, hotshot." 

The Trust Ninja: Stealthy and Sneaky 

Of course, the whole point of the Crummey letter is that the beneficiaries 

won't actually take the money and run. They'll let it slide, and the trustee 

(the trust ninja) will use it to keep the life insurance policy in fighting shape. 

It's like a game of reverse psychology. You're basically daring the 

beneficiaries to take the money, knowing full well they won't (or at least, 

they better not, if they know what's good for them). 

The Premium Payment Shuffle 

Now, here's where things get a little tricky. In theory, you're supposed to 

funnel the premium payments through the trust, like a secret agent 

smuggling microfilm. The trustee sends out the Crummey letters, waits for 

the 30-day window to close, and then pays the premiums. 

But in practice, a lot of folks just skip the middleman and pay the premiums 

directly. It's like the trust is just there for show, a decoy to distract the tax 

ninja while you do your thing. 

The problem is, if you get caught paying the premiums directly, you might 

have some explaining to do when the estate tax ninja comes knocking. It's 

like trying to sneak past airport security with a water bottle - you might get 

away with it, but is it really worth the risk? 

The Trustee's Dilemma 

And let's not forget about the poor sap who gets roped into being the 

trustee for one of these things. It's like being the designated driver at a frat 

party - you're the one making sure everything goes according to plan, while 

everyone else is having all the fun. 
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The trustee has to keep track of the premium payments, send out the 

Crummey letters, and make sure the beneficiaries don't actually take the 

money and blow it on a new car or something. It's a thankless job, and 

most folks wouldn't touch it with a ten-foot pole. 

That's why a lot of estate planning attorneys and accounting firms end up 

being the trustee for their clients' life insurance trusts. They've got the staff 

and the systems in place to handle all the paperwork and keep everything 

on the up-and-up. 

The Moral of the Story 

So, is a life insurance trust right for you? It depends. If you've got a massive 

estate and you're staring down the barrel of a hefty estate tax bill, it might 

be worth the hassle. But if you're just an average Joe with a regular-sized 

policy, you might want to think twice before diving into the world of 

Crummey letters and trust ninjas. 

At the end of the day, life insurance trusts are like a secret agent's toolkit - 

they're not for everyone, but in the right hands, they can be a powerful 

weapon in the fight against the estate tax ninja. Just make sure you know 

what you're getting into before you sign up for the mission. 
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Chapter 20: PET TRUSTS: ENSURING 

YOUR FURRY FRIENDS ARE PURR-FECTLY 

PROVIDED FOR 

Picture this: you're a devoted pet parent, and your furry, feathered, or even 

scaly friends are like family to you. But what happens to them when you're 

no longer around to fill their bowls, scratch their ears, or clean their cages? 

Enter the pet trust - your secret weapon for ensuring your beloved 

companions are taken care of, even when you can't be there to do it 

yourself. 

The Legal Lowdown: Pets as Property 

First things first: in the eyes of the law, your pets are considered property, 

just like your car or your collection of vintage Star Wars action figures. That 

means you can use your will to leave them to whoever you choose, like 

passing on a treasured family heirloom. 

But before you go naming your great-aunt Gertrude as your iguana's 

guardian, make sure you've had the talk with her first. You don't want to 

surprise her with a new scaly roommate without warning. 

The Money Matters: Leaving a Legacy for Your Loyal 

Companions 

Now, here's where things get a little tricky. You can't just leave a wad of 

cash to your pets and expect them to use it wisely. Can you imagine your 

golden retriever trying to pay the vet bill with a paw-printed check? 

That's where the pet trust comes in. It's like a special piggy bank for your 

pets, with a designated human (the trustee) in charge of making sure the 

funds are used for your furry friend's care and feeding. 
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You can set up the trust to kick in after you're gone, or even while you're 

still alive if you become incapacitated. It's like a safety net for your pets, 

catching them if you fall. 

The Tail-ored Approach: Customizing Your Pet Trust 

One of the best things about pet trusts is that you can customize them to 

fit your pet's unique needs. If your parrot requires a special diet of organic, 

hand-picked berries from the foothills of the Andes, you can make sure 

there's a fund set aside just for that. 

You can also use the trust to leave specific instructions for your pet's care, 

like daily walks in the park for your dog or weekly manicures for your cat 

(hey, some felines are fancy like that). 

It's like leaving a detailed instruction manual for your pet's new caregiver, 

so they know exactly how to keep your furry friend happy and healthy. 

The Statutory Shortcut: One-Size-Fits-All Pet Trusts 

If the thought of creating a custom pet trust has you chasing your tail, fear 

not. Some states offer statutory pet trusts, which are like the ready-to-wear 

version of pet estate planning. 

These trusts come with pre-written provisions, so all you have to do is fill in 

the blanks with your pet's name and your chosen caregiver. It's like buying 

a suit off the rack instead of getting one tailor-made. 

Of course, if you have a more exotic pet or specific needs, you might want 

to spring for the bespoke option and hire an attorney to draft a trust that's 

just right for you and your companion. 

The Trouble with Trouble: A Cautionary Tail 

No discussion of pet trusts would be complete without mentioning the 

most famous (or infamous) example: the trust created by hotel heiress 

Leona Helmsley for her beloved Maltese, Trouble. 
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When Helmsley passed away in 2007, she left a whopping $12 million to 

Trouble's trust, while snubbing two of her own grandchildren. The courts 

eventually reduced the trust to a more reasonable $2 million, but that still 

left Trouble living a life of luxury that most humans can only dream of. 

The moral of the story? While it's admirable to want to provide for your 

pets, it's important to keep things in perspective. Your goldfish probably 

doesn't need a million-dollar aquarium, no matter how much you love 

them. 

The Paw-some Bottom Line 

At the end of the day, pet trusts are a wonderful way to show your love for 

your furry, feathered, or scaly family members and ensure they're well cared 

for, even when you're not there to do it yourself. 

Whether you opt for a custom-crafted trust or a statutory shortcut, the 

peace of mind that comes with knowing your pets will be purr-fectly 

provided for is worth its weight in catnip (or dog biscuits, or whatever treats 

your companion prefers). 

So go ahead and add "create a pet trust" to your to-do list, right after "buy 

more lint rollers" and "schedule a playdate with the neighbor's pug." Your 

pets will thank you for it (in their own special way, of course). 
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Chapter 21: Easy Break-Down of Wealth 

Protection Trusts 

In this ending chapter, I give you answers to “Frequently Asked Questions" 

about common concerns and misconceptions about wealth protection 

trusts. 

1. What is Asset Protection? 

Asset protection is a legal strategy to safeguard assets from potential future 

creditors, lawsuits, or judgments, ensuring wealth preservation for the 

owner and their heirs. 

 

2. Why is Asset Protection Necessary? 

With an increasing number of lawsuits and rising jury verdicts, asset 

protection planning has become essential for businesses, professionals, and 

individuals to mitigate risks. 



73 

3. What is an Asset Protection Trust (APT)? 

An APT is a type of trust designed to protect assets from creditors. It 

operates by legally distancing the ownership of assets from the individual, 

making it harder for creditors to claim those assets. 

4. Are Asset Protection Trusts Legal? 

Yes, when structured correctly and ethically, using legal tools like trusts, 

business entities, and insurance policies. 

5. What Are Common Asset Protection Strategies? 

Strategies include establishing trusts (e.g., asset protection or irrevocable 

trusts), forming LLCs or corporations, using retirement accounts with built-

in protections, acquiring insurance policies, and titling assets to exploit 

legal protections. 

6. Can Asset Protection Be Implemented After a Lawsuit Is Filed? 

While it's possible, doing so can be seen as fraudulent conveyance. 

Preemptive asset protection is more effective. 

7. Does Asset Protection Work Against All Creditors? 

It's effective but not foolproof, especially against government tax debts or 

in cases of fraud. 

8. How Do I Start with Asset Protection? 

Begin by consulting a financial advisor or attorney specializing in asset 

protection to evaluate your situation and recommend strategies. 

9. Are Retirement Accounts Protected? 

Many retirement accounts, like 401(k)s and IRAs, offer some level of asset 

protection under federal and state laws, but the extent varies. 

10. What Role Does Insurance Play in Asset Protection? 

Insurance, such as liability insurance, serves as a primary line of defense 

against lawsuits and claims. 
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11. Is Offshore Asset Protection Safe? 

Offshore asset protection is effective but is complex and should be carefully 

considered with an offshore asset protection lawyer. 

12. Is Asset Protection Only for the Wealthy? 

No, individuals at various wealth levels, especially those in high-risk 

professions or business owners, can benefit from asset protection. 

13. What are the Types of Asset Protection Trusts? 

Types include Domestic APTs (established within the U.S.), Foreign APTs 

(established outside the U.S.), and Medicaid Asset Protection Trusts 

(designed to protect eligibility for Medicaid). 

14. What is the Difference Between Revocable and Irrevocable Trusts? 

Revocable trusts can be changed at will, while irrevocable trusts cannot be 

easily altered. For true asset protection, a trust must be irrevocable. 

15. Which States Allow Domestic Asset Protection Trusts? 

States allowing them include Alaska, Delaware, Nevada, and others. The list 

is evolving as APTs gain popularity. 

16. How Much Does an Asset Protection Trust Cost? 

Costs vary, with simple domestic trusts ranging from $2,000 to $5,000, and 

offshore trusts ranging from $20,000 to $50,000 plus ongoing fees. 

17. Who Needs an Asset Protection Trust? 

Anyone concerned about protecting their financial future from judgments, 

lawsuits, or creditors might consider an APT. 

18. What Are the Pros and Cons of Asset Protection Trusts? 

Pros include strong protection and, for domestic APTs, ease of setup. Cons 

include high costs and being irrevocable. 
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19. What Are the Pros and Cons of Foreign Asset Protection Trusts? 

Advantages of Foreign APTs 

Enhanced Asset Protection: Foreign jurisdictions often have laws that make 

it significantly harder for creditors to reach the assets held within the trust. 

● Deterrence of Litigation: The complexity and cost of pursuing assets 

in a foreign jurisdiction can deter potential litigants. 

● Favorable Legal Environment: Many foreign jurisdictions offer asset 

protection-friendly laws, including reduced statutes of limitations and 

high burdens of proof for creditors. 

● Privacy and Confidentiality: Foreign trusts can provide a higher 

degree of privacy for individuals looking to maintain a lower profile 

regarding their financial matters. 

● Estate Planning Benefits: Can be an effective tool in a broader estate 

planning strategy, potentially avoiding probate and consolidating 

global assets. 

● Access to International Investments: Foreign APTs might offer easier 

access to international investment opportunities, potentially leading 

to a diversified investment portfolio. 

Disadvantages and Considerations 

● Cost: Establishing and maintaining a Foreign APT can be expensive, 

with costs ranging between $10,000 and $50,000, plus ongoing 

management fees. 

● Perception Issues: Offshore asset protection may carry perceptions of 

secrecy or tax evasion, which could potentially harm an individual's 

reputation. 

● Political and Economic Stability: The stability of the jurisdiction where 

the trust is established can impact access to and safety of the assets. 

● Bankruptcy: In bankruptcy situations, offshore planning might be less 

effective as bankruptcy courts have jurisdiction over worldwide assets. 
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● Tax Obligations: U.S. citizens must report income from foreign trusts 

to the IRS, and offshore asset protection does not reduce tax 

obligations. 

● Divorce Proceedings: Assets held in foreign trusts must be disclosed 

in divorce proceedings and will be considered in the division of 

marital assets. 

● IRS Reporting Requirements: Owners of foreign trusts must comply 

with IRS reporting requirements, and failure to do so can result in 

severe penalties. 

20. Where are the best locations to establish a Foreign APT? 

● The Cook Islands: Known for its strong asset protection laws and has 

a long history of protecting trust assets from foreign judgments. 

● Belize: Offers flexible trust laws, strong privacy protections, and asset 

protection without a minimum waiting period. 

● St. Kitts and Nevis: Provides comprehensive offshore asset protection 

with significant barriers for creditors seeking to access trust assets. 
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Chapter 22: CONCLUDING THOUGHTS 

Congratulations! You've made it through the wealth protection trust 

journey. By now, you should have a solid understanding of the various 

types of trusts, their benefits, and how they can help you safeguard your 

assets for yourself and your loved ones. 

We've covered a lot of ground in this book, from the basics of trust creation 

and funding to more advanced strategies like asset protection trusts and 

trusts for retirement plans. We've explored the roles and responsibilities of 

grantors, trustees, and beneficiaries, and discussed the importance of 

choosing the right trustee for your unique situation. 

But perhaps most importantly, we've demystified the world of trusts and 

made it accessible to everyone. Through colorful analogies, real-life 

examples, and a touch of humor, we've shown that understanding trusts 

doesn't have to be a daunting task. In fact, it can even be fun! 

As we wrap up this book, it's important to remember that creating a trust is 

just the first step in the wealth protection process. To truly reap the benefits 

of your trust, you must be diligent in funding it, communicating with your 

trustee and beneficiaries, and staying up-to-date with changes in the legal 

and financial landscape. 

But don't let that intimidate you. With the knowledge you've gained from 

this book, you're well-equipped to take control of your financial future and 

create a lasting legacy for generations to come. Whether you're setting up 

a simple revocable trust or exploring more advanced strategies like foreign 

asset protection trusts, you now have the tools and understanding to make 

informed decisions about your wealth. 

Remember, a trust is like a superhero cape - it can give you the power to 

protect what matters most to you. But just like any superhero, you must use 
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your powers wisely and responsibly. Always work with qualified legal and 

financial professionals, stay within the bounds of the law, and never use 

your trust powers for evil (like trying to evade taxes or creditors). 

As we close this book, I want to leave you with a final thought. Building and 

protecting wealth is important, but it's not the only thing that matters in 

life. At the end of the day, the most valuable assets we have are the people 

we love and the experiences we share with them. So as you go forth and 

conquer the world of wealth protection trusts, don't forget to cherish the 

moments that make life truly rich. 

Thank you for joining me on this journey through the world of trusts. I hope 

this book has not only educated and empowered you but also entertained 

and inspired you. Here's to your financial success, your peace of mind, and 

your lasting legacy! 

 

Now, go forth and be the wealth protection superhero you were 

always meant to be. The world (and your bank account) is waiting for 

you. 


