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In 1999 John Scroggin, a Georgia 
attorney, and Robert S. Littell, an Atlanta 
life insurance agent, published a book 
titled, The Family Incentive Trust 
Program, and began promoting the idea 
of provisions in trusts to influence 
beneficiary behaviors. In choosing 
whether and how to implement incentive 
trusts, there are at least five primary 
issues that need to be addressed.  

First, is the attempt to influence behavior 
an appropriate action? Second, the 
behavior being encouraged, and any behavior being discouraged must be clearly defined and there must 
be structures that accomplish these goals. Broad statements are of little help. For example, if a client 
wants to encourage descendants to work, does he match the earned income of all descendants? 

The third consideration is that the approach may need to include reasonable restrictions to avoid abuse. 
For example, if the plan provides extra spending money to encourage children to go to college, the plan 
might require any child must be in school on a full-time basis and maintain a B- average or be less than 
a certain age. 

Fourth, the plan must address the possibility of new conflicts or unintended results. For example, if the 
plan creates a trust to provide unlimited college funding for all descendants, what happens when a 
grandson is working on his fourth master’s degree in advanced basket weaving? 

Fifth, the plan must include counter-balancing influences and flexibility to assure that the heir is not 
totally at the mercy of an inflexible technique or domineering decision maker. An unchangeable 
approach is bound to create problems as the law, families and society change. 

Wage Matching 

A popular incentive provision is one that matches earned income. Although this encourages 
employment, it rewards beneficiaries according to the relative salary of the profession they have chosen, 
not the value to society or the family. This problem might be addressed by providing incentives to enter 
public service or offer extra financial support to beneficiaries who opt to follow paths that are personally 
and socially rewarding but generally less lucrative. Such paths would include those occupied caring for 
other family members such as children or disabled or elderly relatives. 
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Provisions to address the needs of those unable to work full-time for medical or other reasons not within 
his or her control should also be considered. 

Retirement Savings Matching 

A variation on the “earn a dollar, get a trust fund distribution” approach is an incentive clause that 
rewards retirement savings or investment funding. Parents can create a trust meant to supplement or 
provide for retirement savings. This approach could match each dollar the beneficiary saves or elects 
to defer from their distributions. Alternatively, the trust could simply make a contribution to a Roth IRA 
or some form of retirement fund based on a percentage of the beneficiary’s earned income. 

Contact MCF Private Trust to learn more about Incentive Trusts and if it makes sense for your financial 
plan. 

 

IMPORTANT DISCLOSURE INFORMATION 

Trust services provided by MCF Private Trust, a Trust Representative Office of National Advisors Trust Company, a federally 
chartered, advisor owned, and independent trust company. All investment services are provided by MCF Advisors, LLC, an SEC 
registered investment adviser. Registration as an investment advisor does not, by itself, imply or denote any level of skill or 
training. MCF may only transact business in those states in which it is registered, or qualifies for an exemption or exclusion 
from registration requirements. 
 
This publication contains general information only and should not be construed by any consumer and/or prospective client as 
MCF Private Trust a solicitation to effect, or attempt to effect transactions in securities, rendering accounting, financial, 
investment, legal, tax or other professional advice or services. For more information regarding individual or corporate trustees 
please consult with a legal professional.  A copy of MCF’s current written disclosure statement discussing our advisory services 
and fees is available here online. 

http://mcfadvisors.com/disclaimer

