What is a Trust? Exploring the Blooming Benefits of a
Trust in Estate Planning

As the warmth of spring fills the
air and nature awakens from its
winter slumber, it's an opportune
time to reflect on the growth and
renewal that surrounds us.
Similar to how April showers
nourish the earth and encourage
new life to bloom, the
establishment of trusts can
nurture and safeguard your
legacy for future generations. This article eXplores the fundamental concepts of
trusts and their versatile uses in estate planning, tailored specifically to the needs
of our clients in Texas. And, spoiler alert, trusts aren’t just for the wealthy.

The Basics of a Trust — The Seeds of Estate Planning

Trusts serve as the foundation of many estate plans for people, providing a
versatile tool for managing and distributing assets according to your wishes.

Technically, a trust is a legal arrangement in which one party (the grantor/trustor)
transfers assets to another party (the trustee) to hold and manage for the benefit of
designated individuals or organizations (the beneficiaries). Unlike a will, which
only takes effect upon the grantor's death, a trust can become -effective
immediately upon creation or at a specified future date.

Now, if your eyes just glazed over I don’t blame you. Mine did, too! A trust
sounds really complicated, but I think about it in a simpler way:

[ look at a trust like a cardboard box that is treated like a person (it even has it’s
own name and tax id number). The neat thing about this box is that it can “own”
property. There are three people—or groups—involved with a trust. The first is
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the person who put’s stuff into the box. Lawyers like to call this person the
“grantor” or “trustor.” The second is the person who benefits from the stuff. We
call that person the “beneficiary.” The third person is the manager of the box and
its contents. We call that person the “trustee.”

By putting our property into a box (trust) there is no need to change over a title or
distribute assets when we die or become incapacitated because the trust is holding
it all. And, when we create this trust, we are allowed to write the rules on how it
operates, giving us several benefits for estate planning,

Cultivating Your Legacy — The Benefits of Trusts

Trusts offer a wide range of benefits that can enhance your estate plan and provide
peace of mind for you and your loved ones. Here are some of the primary
advantages of incorporating trusts into your estate planning strategy:

® Probate Avoidance: Assets held in a trust typically bypass the
probate process, resulting in faster and more private distribution to
beneficiaries.

e Asset Protection: Certain types of trusts, such as irrevocable trusts,
can shield assets from creditors, lawsuits, and other claims.

e Tax Efficiency: Trusts can be structured to minimize estate taxes,
gift taxes, and generation-skipping transfer taxes, potentially
preserving more of your wealth for future generations.

e Privacy: Unlike wills, which become public record during probate,
trusts offer greater privacy by keeping asset distribution details out of
the public eye.

e Control: Trusts allow the grantor to set restrictions on how the
beneficiary can use an inheritance. In short, trusts can accommodate
specific family dynamics, charitable intentions, and asset
management preferences, providing greater control over the
distribution of your assets.
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e Special Needs Planning: Special needs trusts allow you to provide
for a loved one with disabilities without jeopardizing their eligibility
for government benefits.

e Fasy to Update: Unlike some other estate planning tools, trusts are
often easy to update and modify as your circumstances change.

By leveraging these benefits, you can cultivate a legacy that not only provides for
your loved ones' financial security but also protects and preserves your hard-
earned assets for future generations.

Navigating Trust Options — Choosing the Right Trust for You

Various types of trusts are available under Texas law, and selecting the right trust
structure requires careful consideration of your unique circumstances and
objectives. Here's an overview of some common types of trusts and their uses:

e Revocable Living Trust: Allows you to retain control over trust
assets during your lifetime and provides for the seamless transfer of
assets to beneficiaries upon your death, avoiding probate.

e Irrevocable Trust: Provides asset protection and tax benefits but
typically cannot be modified or revoked once established.

e Testamentary Trust: Created within a will and becomes effective
upon the grantor's death, allowing for more flexibility in distributing
assets to beneficiaries.

e Special Needs Trust: Designed to provide for a beneficiary with
disabilities without disqualifying them from government benefits
such as Medicaid and Supplemental Security Income (SSI).

e Charitable Trust: Supports charitable causes while providing tax
benefits for the grantor and potential income for beneficiaries.

In our office, we consider the available trust options to determine which
best aligns with your goals and preferences. In this way, each client gets a
trust that is personalized to his or her family dynamics, estate planning
goals, and personal wishes.
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Planting the Seeds of Success — Implementing Your Trust Strategy

Once you've selected the right trust for your estate plan, it's time to take practical
steps to establish and fund the trust. It is never a good idea to try to do this alone.
Work with an attorney who has experience in this area so that the trust operates
as intended and does not fail over a technical mistake.

First, draft the trust document. This legally binding trust document clearly
outlines the trust's purpose, terms, and instructions for asset management and
distribution.

Next, select a trustee. In most cases, that will be you. But, you will create a series
of backup trustees to take over when you are unable to manage the trust. Look for
backup trustees who are trustworthy, reliable, and capable of managing the trust
assets according to your wishes. This could be a family member, friend,
professional advisor, or corporate trustee (company that manages trusts).

Then, transfer assets into the trust by changing titles and beneficiary designations
on bank accounts, investment accounts, real estate, and other property.

And, finally, set up a system for maintaining detailed records of all trust-related
transactions, including asset transfers, income, expenses, and distributions.

Tending to Your Trust Garden — Maintaining and Updating Your Trust

Just as a garden requires ongoing care and attention, so too does your trust. To
ensure that your trust remains effective and relevant, it's essential to periodically
review and update it as needed.

I recommend scheduling regular reviews of your trust with your attorney to assess
its performance, review changes in your family or financial circumstances, and
address any new legal or tax developments that may affect your trust. The
frequency at which you need to do this depends on your individual situation. I try
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to recommend to my clients how often this should be needed, but your trust may
need to evolve with changes in your life and the legal landscape:

e Life events such as births, deaths, marriages, divorces, and estrangements
may necessitate updates to your trust beneficiaries, trustees, or distribution
provisions.

e Significant changes in your financial situation, such as inheritances,
windfalls, or business transactions, may also warrant adjustments to your
trust's asset allocation or distribution plan.

e Changes in state and federal laws that may impact your trust, such as
changes to estate tax thresholds or trust-related regulations. In our office
we stay on top of these changes and do our best to update clients if a change
will impact them.

By tending to your trust with diligence and care, you can cultivate a lasting legacy
that withstands the test of time.

Embrace the Growth Potential of Trust-Based Estate
Planning

As we embrace the season of growth and renewal, let us harness the power of
trusts to cultivate a legacy that blossoms for generations to come. By
understanding the fundamentals of trusts, exploring their versatile uses, and
implementing a tailored trust strategy, you can lay the groundwork for a
successful estate plan that withstands the test of time. If you have any questions or
would like to explore how trusts can benefit your estate plan further, please don't
hesitate to call me at 281-425-1300 to schedule an estate planning session.
Together, let's plant the seeds of success and watch your legacy flourish.

—By Marc Pinney
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