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What’s so important about leaving a legacy?
I did a little experiment. I asked a few
people I know what they know about

Thinking ahead

trusts. I received a few blank stares,

What does it mean to leave a legacy? A legacy is more than just

and a couple of people wanted to

inheritance money after you die. The word legacy is generally

know if I was planning to leave them

defined as property, money or even something intangible that is

some money, but when we actually

handed down, so to speak, from a predecessor. However, a legacy

got to the topic, most people’s

general knowledge of trusts seemed
to be very similar. The consensus
seemed to be that trusts are kind of

involves much more than a simple inheritance. A legacy involves
the idea of financial security as well as a sense of family history.
Which one of us would not like for future generations to be grateful
to us for leaving behind a sense of purpose and belonging as well as
financial stability?

like wills, are used to leave money to
your children or grandchildren and

Your family is counting on you

generally are only for the very

You have spent years saving and investing diligently, and now

wealthy. Perhaps you have a similar

you’re thinking about what will happen with your estate after

understanding, or maybe you just

you’re gone. Or perhaps you are just embarking on a new career.

haven’t seen the need to delve any

You may be expecting your first child, or maybe your first

deeper into your knowledge of the
subject. We are going to explore this
topic to see how well my friends
really do and do not grasp what trusts
are all about. We will demystify the
different types of trusts available,
take a look at which ones you might

use and why, and see how
strategically using the right kind of
trust can help anyone leave a legacy.
You might be surprised at what you
learn.
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grandchild. It’s never too early or too late to think ahead when it
comes to your estate. Before you tune out, though, because you
think this paper is only directed to the super wealthy, take just a
minute to hear my family’s personal story.

My grandpa was a farmer in rural Southern Indiana. He and my grandma lived in a small two story
house on their farm for years when my mother was growing up. When my grandpa retired from
farming, they purchased an old lodge near the Ohio River, and earned income by renting out rooms
by the week. My grandparents shopped at Goodwill for their furniture and clothing, while they
were consistently very generous to those in need. My mom was a single mom for a good bit of my
childhood, and a hardworking school teacher. We were well taken care of and had our needs met
and then some, but were definitely not considered affluent.
My grandparents left a legacy of generosity and unbeknownst to me, a sizeable estate within a
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trust for my mom. My mom continued the legacy of careful saving, investing and generosity, and
thankfully was very generous with her advice on such matters. When my mom unexpectedly
passed away at the very young age of 55, my sister and I found that she had carefully and wisely
planned for just such an event, even though I’m sure she did not expect that the trust she created
for us would be used as soon as it actually was.
Even though my grandparents and mom were not thought of as affluent by those who knew them,
they were careful to save and invest wisely, as many people do. However, instead of putting it off,
they took the time to plan carefully by creating trusts in order to ensure a legacy for future
generations.
Their example demonstrates the fact that no matter your level of income, and no matter the size of
your estate, you and your future generations can still greatly benefit from a trust. Another lesson to

take from this is that it’s never too early to create a trust. My mom demonstrated great wisdom in
planning ahead. The day she sat down to begin creating the trust in her early fifties, I’m sure she
thought she would live many, many more years. Almost twenty years later, my family is still
benefiting from her wise choices.
Your future generations are counting on you to make wise choices as well.
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An ounce of prevention is worth a pound of cure
Another reason to plan ahead to leave a legacy is that you can save your children and/or
grandchildren a lot of headaches and expense when it comes to probate and taxes.

“Generally, the only two assets that don’t need to go through probate are life insurance proceeds
and qualified retirement plans (like IRA and 401(k) plans) with properly designated beneficiaries.
Homes, rental property, bank accounts or investment accounts not properly in Trust can take up to
12 months to move through a probate court and cost 4% of the asset value in legal fees, court costs
and appraisal fees.”
“After you are gone the last thing you want to do is leave your legacy up to the court system.”
- Dusty Farber, Certified Estate Specialist, the CEO and Founder of Centric Capital Advisors.
When receiving an inheritance through a will, estate taxes can place a burden on the beneficiary.
Placing your assets within the right kind of trust can help protect money from hefty estate taxes,
and can end up saving a lot of money in the long run for those you are passing your estate on to.

Don’t I have to be very wealthy to create a trust?
Like the previous example of my grandparents and my mom, the short answer is no – you do not
have to be super wealthy to benefit from the creation of a trust. It is true that there are some kinds
of trusts that really are only beneficial for those with a very large amount of assets. It is also true
that hiring a trust attorney to create a traditional trust can be expensive. However, even though
writing a will is generally less costly than creating a trust, in the long run if all you have is a will,
your property will probably be subject to more taxes than if you had used a trust, plus the terms of
a will can be contested in the probate process.
In addition, it isn't always necessary to fund a living trust at the time it’s created. A trust may be
funded with a very small amount or with every asset you own. You may also specify in your will
that your trust is to be funded only upon your death.
One way to set up a trust with very little money is by using a product called a Kiss Trust. This is a
living irrevocable trust (we’ll get to what this means shortly) that can be prepared according to
your wishes and held until disbursement conditions are met, such as when a grandchild attends
college or purchases a home. Talk to your financial advisor about whether or not a Kiss Trust might
be right for you. Even if it’s not, there are many other options available. Your trusted financial
advisor, who understands your situation and your goals, can help you understand the choices that
are available, and can help you make a decision you can feel good about.
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Probate is a legal process that takes place after someone dies. Probate involves proving the validity
of the will, if there is one, identifying and appraising property, paying debts and taxes and
distributing property. Because probate involves court appearances and paperwork, these fees are
usually paid from the estate, which is money that would otherwise go to your heirs. In some states,
probate costs can consume up to 5% of an estate’s value. Also, the probate process can take from a
few months up to a year, or even longer. Placing your money in a trust can ensure that your loved
ones are able to avoid many of the hassles, costs and lack of privacy concerns related to probate.

What is a trust?
A trust is a fiduciary relationship. The
term fiduciary refers to the person
who is responsible for managing the
assets of another person or of a group
of people.
In a trust, you (the trustor) give
another person (the trustee) the right

and responsibility to hold and manage
property and/or assets on behalf of a
beneficiary or beneficiaries. It is a legal
agreement in which particular assets
and/or property are held by the

More than a will
How is a trust different from a will?

trustee for the benefit of another

Wills and trusts are both effective means of distributing your estate

person or a group of people. In a

according to your wishes. Trusts can be more expensive to set up

sense, it’s similar to a mini corporation

than a will, but after you pass away, the probate process can be

in which property intended for the

lengthy, inconvenient and expensive for your beneficiaries. If out-of-

beneficiary is held by another person,

state property is involved, a trust can help avoid the cost of probate

the trustee.

proceedings in another state, while a will would require that a

Trusts can either be used to determine
how a person’s assets are managed
and distributed during that person’s
life, or after that person has passed
away. As we have already mentioned,
trusts can be advantageous since they
help avoid probate, can improve the
tax situation, and can protect assets
from creditors. Trusts can also spell
out the exact terms of an inheritance
for heirs.
Trusts are also a very effective way to
provide for an underage beneficiary or
for one who may have a disability that

second costly probate process take place. If there is a dispute, a will
provides court supervision for creditor disputes as well as
beneficiary challenges. With a trust, there is no automatic court
supervision provided in such instances. A will becomes public record
after you pass away, while the contents of a trust remain private. As
far as taxes are concerned, some tax savings are available in both a
will and a trust. Depending on what type of trust you create, more
provisions for tax savings may be available through a trust. There

are of course, other differences between a trust and a will, but these
are the major points.
Trusts allow your assets, possessions and property to skip the
lengthy process of probate court and go directly to the recipients
you have specified, saving time and money. Trusts can also be
specifically created to avoid various kinds of taxes by cooperating
with current laws.

impairs the ability to manage finances.
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What are the different types of trusts?
The basics
When professionals talk about trusts, you’ll hear them eloquently use terms such as testamentary,
revocable, irrevocable, living, inter vivos, trustor, trustee, grantor and settlor. To complicate
matters even more, sometimes these terms are combined like in “revocable living trust” or
“irrevocable life insurance trust.” I realize it all sounds very confusing, but hopefully after breaking
it down here, you will be pleasantly surprised to find that the basics of trusts aren’t that difficult to
grasp after all.
Here’s the first thing to understand. All trusts fall into one of two basic categories: living trusts and
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testamentary trusts. All trusts are set up by you during your life. However, some trusts go into
effect immediately after you create them, and some do not go into effect until after you pass away.
Depending on when the trust becomes effective, it is either a living trust or a testamentary trust.

Living trusts
First, living trusts are simply trusts that someone sets up while they are still living. This should make
the definition easy to remember. One thing to understand is that with all of the trust vocabulary

being tossed around, many of these words are actually synonyms. When you discover which words
actually define the same exact concept, this will also simplify matters. Another way that people
may refer to a living trust is as an inter vivos trust. Inter vivos means “between the living” in Latin.
So a living trust and an inter vivos trust are the same thing.
In this paper, I will use the term “living trust.” A living trust is set up and is also established or
becomes effective during the person’s lifetime. We will get back to living trusts in just a minute,
and break the category down even further. But first, the other basic category of trusts.

Testamentary trusts
Most people have heard of a will being referred to as a last will and testament. Well, this can help
you remember that a testamentary trust is commonly created by the terms of a will and is only
established after the person's death, when the will goes into effect. A testamentary trust is simply
one that does not go into effect until after you die.
Testamentary trusts can technically be established three ways: a will, a revocable living trust or an
irrevocable life insurance trust.
CENTRIC CAPITAL ADVISORS

Revocable and Irrevocable
Now that we understand that all trusts are either living or testamentary,
let’s go a bit further. Two words you will hear when trusts are being
discussed are revocable and irrevocable. Trusts that are revocable can
be revoked, or changed by the person who established the trust, known
as the settlor, and trusts that are irrevocable cannot be revoked or
changed.
Revocable trusts allow the person who set up the trust to retain control

of the assets that have been placed in the trust, plus, at any time they
are free to change or revoke the terms of the trust. This means that he
or she is free to change the instructions in the trust, or even take assets
out of the trust and terminate it.
A living trust can be either revocable or irrevocable. Remember, a living

Who is involved in a trust?

trust is created by someone while they are living, so it makes sense that
someone who is still alive (stay with me) is able to change the terms of a
trust that they set up.

Keeping in mind that a testamentary trust only goes into effect after the
person who created it has passed away, does it make sense that a
testamentary trust could be revocable? Of course, the answer is no.
After the person has passed away, they obviously are unable to revoke,
or change the terms of a trust. Assets that are placed inside an

Three Parties
Legal agreements known as trusts

generally involve three parties: the
creator, the manager, and the
receiver.

Creator

irrevocable trust cannot be removed by anyone for any reason. The
instructions that are written into them likewise cannot be changed.

The person who creates the trust is
usually referred to as the grantor,

Therefore, all testamentary trusts are irrevocable and can't be changed.

the trustor, the settlor, or the

One more thing about irrevocable trusts. Today, there are irrevocable

trustmaker. All four terms simply

trusts available that come with provisions not found in older versions.

refer to whoever originally created

These provisions allow for more flexibility in the management and

the trust. This person pays an

distribution of the trust. There is even a term called decanting, which
allows for an irrevocable trust to be moved into a newer trust that has
more advantageous features. Talk to your financial advisor for more
information about irrevocable trusts if this is of interest to you.
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attorney to draft the trust, and then
funds the trust by depositing assets
into the trust account.

Manager
The person or entity who has the responsibility of managing the assets and/or property that have
been placed inside the trust is commonly referred to as the trustee. This is not a responsibility to
take lightly, as this person is required to oversee and manage the assets in the trust for the benefit
of those who will receive it. The trustee is to follow any instructions that the grantor has written in
the trust.
Choosing a trustee should be a decision that is considered very carefully by anyone who is setting
up the terms of a trust.

are living. In the event that you become unable to manage your property due to illness or disability,
your co-trustee or the successor trustee that you have specified will do this on your behalf. Some
people choose to name their children as successor trustees. If children are still underage, or if the
parents are unsure that their children would distribute assets according to instructions, they will
name another relative or a professional fiduciary, such as the trust department of a bank.

Receiver
The person, persons, or entity that is to receive the contents of the trust is called the beneficiary. A
beneficiary is anyone who benefits and/or profits from something. In the context of trusts, a
beneficiary refers to someone who is eligible to receive distributions from a trust. Beneficiaries may
either be named specifically in a trust or they can become eligible for whatever distribution is
specified because they have met the requirements of the trust.
The trustee and the beneficiary can
also be the very same person.

Sometimes there are many
beneficiaries, and sometimes there
are many trustees.
In some instances, the grantor,
trustee and beneficiary can all be the
same person.
CENTRIC CAPITAL ADVISORS
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Most people name themselves and their spouse as trustees, since they want full control while they

What kind of trust do I need?
Possible scenarios
Scenario One: You want to be prepared should you become physically or mentally incapable of
managing your own affairs. The best way to ensure that your assets will remain available to be used
for your benefit is to create a revocable trust. Having a revocable trust in place also means that
uninterrupted investment management will be provided should you become disabled, as well as
after you pass away.
Scenario Two: You want to avoid probate of your assets. Perhaps you own real estate in more
than one state and want to save the expense of multiple probate proceedings. One well-known
benefit of a revocable trust is the avoidance of the costly and time consuming probate process. You
will want to discuss this with your financial advisor to determine which probate disadvantages
apply to you since each jurisdiction's process is different.
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Scenario Three: You have children from a previous marriage but you’d like to name your current
spouse as the beneficiary of your trust and allow him or her to remain in your home as long as he
or she lives. After the death of this spouse, you can specify that the property will be distributed to
your children from the previous marriage or to the beneficiaries you name. The long name for this
kind of irrevocable testamentary trust is a qualified terminable interest property trust, or QTIP
trust.
Scenario Four: If you want to move assets out of your name down to the next generation for
their use, and if you’d like to reduce the value of your estate to save on costly estate taxes, you
should consider an irrevocable trust. An irrevocable life insurance trust (ILIT) is commonly used in a
scenario such as this. In an ILIT, your life insurance is removed from your taxable estate to help pay
estate costs after you pass away, and to provide tax-free income for your beneficiaries.
Scenario Five: You want to transfer a substantial amount of assets to your grandchildren but you
don’t want them to have to pay estate taxes. One popular type of trust that will accomplish this is
known as a dynasty trust, which is a type of generation-skipping trust. This is created as a long-term
solution to pass wealth down from generation to generation. Each generation of beneficiaries
receives income from the trust, while the principal remains intact and untouched by estate taxes.
Scenario Six: You want to make sure the money you place into a trust is only used when or how
you specify. For instance, you may only want the assets in the trust to fund the college education of
your grandchildren. You can set up a trust in this way so it cannot be used for any other purpose.
Another option is to create a trust with conditions. One possibility among many would be to specify
that your children may receive money from the trust on a certain timetable, such as increasing
amounts every 5 years for the next 20 years.
In relation to this scenario, you may want your beneficiaries to receive income from a trust, but you
don’t want them to have any knowledge of the holdings of the trust. If you have reason to keep a
beneficiary unaware of specific assets in a trust, such as to avoid conflict of interest, you may want
to consider a blind trust, in which the executors have full discretion over assets while the
beneficiaries do not have access to knowledge of those assets. These are just examples, but
obviously there are lots of possibilities depending on your circumstances.
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In case your situation doesn’t fit neatly into any of these scenarios,
this doesn’t necessarily mean that a trust isn’t right for you. Talk
with your trusted financial advisor about your specific situation. He
or she will take your circumstances, priorities and financial situation
into consideration, and should be able to help you choose the type
of trust that will be the best fit for you.

The CRT

William Rassman, CFP®, of Centric Capital Advisors, explains why it’s
vital to work with your financial advisor to become educated on
trusts. “Structuring wealth through trusts is especially important in
today’s world because of how remarkably complex the financial
system is,” explains Rassman, “Between minimizing taxes, avoiding
court fees and preventing family feuds, there’s a long list of reasons
why investors should be sitting down with a planner.”

support a charitable cause. If you are one

How does having a trust affect me financially?

trust, or CRT.

Smart strategies

Your cash, investments or property

Hopefully, having a trust will be beneficial for you financially.
Gaining some general knowledge on how to strategize your use of
trusts can only help you make better decisions when it comes to
creating a trust. Here are just a few examples of how specific types
of trusts can be utilized to meet specific goals.

contributions to this irrevocable trust are

The QPRT

beneficiaries with taxable income for a

Have you ever considered who your home will go to after you’re
gone? While you are still living in your valuable home, you can
actually utilize a trust to capitalize on its value. It is possible to
transfer your residence into a trust in order to gift it, while saving
significantly on gift taxes.

prescribed number of years, or even for

The qualified personal residence trust, referred to as a QPRT, is an
irrevocable trust, and will allow you to remain living in your home
for a certain period of years after you have transferred ownership
into the QPRT. At the end of that time, your beneficiary would
receive the house. You may make arrangements to pay rent to stay
there after that period.

free to the charity organization of your

Here’s one of the reasons why this type of trust works well for some
people. The fact that you have been living in the home has value.
The great thing is that the calculated amount of that value is
deducted from the total amount of the gift. Also, if your home has
appreciated in value since it was transferred to the trust, that
additional value is not added on to the gift amount either. All of this
will cause the value of the home that is subject to gift taxes to be
lowered, causing the gift tax savings to be significant.
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For some people, philanthropy is more
than periodically donating household
items and writing a check once a year to

of these people, then making your
philanthropic goals part of your total
financial picture is a top priority. You may

want to consider a charitable remainder

tax-deductible, based on the amount of
money that is set to go to charity. A CRT
will provide you or your chosen

life. After that time period is over, the
“remainder” (hence the name “charitable
remainder trust”) will be transferred tax-

choice.

The A-B Trust
If you are married, you may have concerns about estate
taxes for your spouse if you pass away first. You may
also want to make sure you don’t burden your heirs
with huge estate taxes when they inherit your assets.
The first thing you need to consider is taking advantage
of the unlimited marital deduction, which is a tax law
that allows you to leave all or part of your estate to

In 2011, the federal estate tax exemption was made transferable between married couples. What
this means is that if one spouse dies and the entire federal estate tax exemption that is his or hers
is not needed, then the unused amount of that exemption can be added on to the surviving
spouse’s tax exemption. What makes the portability of the estate tax exemption so important?
Well, for one thing, this means that in 2016, a married couple will be able to pass on up to
$10,900,000 to their heirs free of estate taxes, since the current federal exemption is $5,450,000.
Before this exemption was made transferable, many married couples chose A-B trusts in order to
minimize estate taxes. The A-B trust is a trust that essentially divides into two parts when the first
spouse dies. Trust A would be the survivor’s trust, and trust B would be the decedent’s (the spouse
who is no longer living) trust. Since the law was changed and the exemption is now transferable,
many couples have no need for an AB trust.
Perhaps you have an older A-B or bypass trust that was written before the federal tax law changes
in 2011. If so, you may want to have it redrafted since it may contain restrictions that are no longer
necessary. It’s possible that the surviving spouse may be too limited in their access to assets in the
estate.
This doesn’t mean, though, that an AB trust may not be right for you. There are still many instances
when it can prove very useful. One common example is if a couple has different sets of final
beneficiaries, such as in second marriages where each spouse has children from a previous
marriage. They may want to create an AB trust to ensure that their separate beneficiaries inherit
what they intend them to. Discuss AB trusts with your financial advisor to see if this might be the
right strategy for you.
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your surviving spouse, free of estate tax.

What should I do if I’m ready to leave
a legacy through a trust?
Think backwards
One strategy that might be helpful is to think

backwards. What I mean by this is that you should
think carefully about what you envision as the end
result of the trust you’d like to create. How do you
want to benefit from this trust? How do you want
your beneficiaries to benefit? How does this trust fit
in to your total financial picture? Does the trust help
you move towards where you want to be financially?
Once you have thought through the results you’d
like to see from a trust, then you can work your way
backwards to the type of trust that can get you those
results.

Get feedback
If you plan to involve your spouse, your children, or your
grandchildren in your trust, you might want to get
feedback from them about how you plan to involve

An activity that can prove very useful as you’re

them. For instance, if you are planning to make one of

thinking through all these things is to make a list of

your adult children the trustee for a trust fund you’re

where you’d like to be financially 5, 10 or 20 years

creating for your grandchildren, you may to make sure

from now. Be specific about your financial goals, not

only for you, but for the legacy you’d like to leave.
Go back through that list and prioritize it from the
most important to the least important. An exercise
like this can help you be prepared to take action.

he or she is willing to take on that responsibility. It also
might prove helpful to talk with your spouse or a trusted
friend about all the possible scenarios and outcomes of
the trust you’re considering. He or she may be able to
offer a fresh perspective or come up with additional
options that hadn’t occurred to you.
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Consult a trusted financial advisor

INTERNATIONAL & GLOBAL INVESTING: THE WORLD IS AT YOUR DOORSTEP

Now that you have a good grasp on the basics of trusts, don’t forget to
take the time to do the most important thing. Take action. All of your
financial goals, no matter how organized or well thought out, won’t
become a reality unless you take action to implement them. Make an
appointment to sit down with your financial advisor to discuss trusts.
Don’t think that you need to know everything there is to know about
trusts before you make that appointment, either.
“Clients’ needs are diverse, to say the least. We have an aging population
of baby boomers who are living longer due to improved medical
advances and they face the fear of outliving their incomes. We have
couples getting married later in life, thus facing college expenses for their
children at the same time they are planning to retire. There is the
blended family as well as second and third marriages with new children
in addition to children from prior marriages. There are civil unions with
same-sex couples and the sandwich generation taking care of their
young children and aging parents simultaneously,” explains William Rassman, CFP® at Centric Capital Advisors.
“It’s safe to say that there is no “cookie cutter” planning technique – clients need individualized advice.”
Your financial advisor is available to help you make informed decisions concerning your assets and will explain
the advantages and disadvantages of the different types of trusts you may be considering. Your advisor also has
the advantage of being up-to-date on all the constantly changing laws that can have a great effect on the type
of trust you choose to create. In addition, your financial advisor is familiar with your situation and can help you
take a step back and look at your total financial picture, and advise you on the best way to implement a trust to
help you meet your goals. He or she can also refer you to a reliable trust and estate attorney to help you draft
your trust documents when you are ready.
Now that you understand more about the types and terminology of trusts, and are familiar with how and why
you might want to strategize your use of trusts to help meet your financial goals, you should be ready, willing
and able to leave a legacy.
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