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THE REALITY: { ;
% Poor planning or poor e

MOST ESTATE PLANS FAIL

; - . ; : A o most estate failure.
A well-intentioned plan is not enough. Execution, communication, and updates are critical

to ensuring your legacy is preserved.

THE STATISTIC IS STAGGERING

OUTDATED PLANS
Life changes, tax law changes, and outdated documents can
render a plan ineffective or create unintencled consequences.

of estate plans
FAIL to achieve their
intended goals.

LACK OF FAMILY COMMUNICATION
Surprizes lead to confusion, hurt feelings, and disputes that
can dastroy relationships and drain assets.

IMPROPER TRUSTEE SELECTION
The wrong trustee, or no successor plan, can lead to poor
decizions, family conflict, and mizsmanagement.

fail to deliver the desired results for families.
Source: Caringoom, “Estare Planning Statlstics,” 2083

@ According to a 2023 study by Caring.com, 70% of estates

POOR PLANM DESIGN OR DIY APPROACHES
Generic or DIY documents often fail to address cormplex

OTHER STATS TO CONSIDER

family, financial, and tax situations.

LACK OF PROFESSIONAL GUIDANCE
Failure to engage qualified estate planning, legal, tax, and
financial professionals leads to costly mictakes

©

64% 62% 33%

FAILURE TO FUND THE PLAN

© ®© 06 000
P @@ & O Q

of adults do not have an of estates ahove 45 million of estate plans are more than
estate plan, experience disputes. 10 years out of date, Assets not properly titled or transferred can bypass the plan
Seurce: WealthCounsel Source: AICPA, 202] Persanal entirely, causing delays and unnecesszary costs.
Sgurce; Cartng.com, 2023 F023 Libgotion Repart Financial Planning Sursay

PROTECT YOUR LEGACY

A successful estate plan is more than documents—

it is a process. Review regularly, communicate openly,
choose the right fiduciaries, and work with a team

of qualified professionals.

Unmecessary Family conflict it imvelvemant, Lo=s of privacy Assets may not go
taxes and and strained and publiz and controd to intended hairs Plan well. Communicate clearly. Review raguia_r[y.
fees relationships scruting ar cAlses Protect what matters most.

SDURCES
» Carlng.com, “Estate Planning Statistics.” 2023 These statistics highlight why thoughtful planning and ongoing stewardship A& PLAN TODAY.
PEACE OF MIND TOMORROW,

LEGACY FOREVER.

* WealthCaunsel, 2023 Estate Planning LAigation Report are essential to ensure your legacy is preserved for generations to come.
= AICIPA, 2021 Parsonal Financial Planning Survey
= WealthCounsel, “10 Reasons Estate Plans Fail ™ 3007 TTaih i

1 oy and o v consicnred begal, raw, ar fnanchal aance

(3 repacding vour Soeciffc 3
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BEYOND THE DOCUMENTS | s mmm:

They lose wealth because of poor

The 5 Areas That Matter Most for Families with $2-$5 Million e g el

weak governance, and inadequate

Inspired by the UHNW Institute’s Ten Domains of Family Wealth Framework : planning.

ESTATE PLANNING &
TRUSTEE SELECTION

Key Question: Will the plan actually
work when it's needed?

C_W Wills and trusts

RISK MANAGEMENT &
ASSET PROTECTION

Key Question:; Can the family’s wealth
survive life's challenges?

= |iability protection
= Umbrella insurance
= Long-term care planning
+ Divorce protection

Beneficiary designations

Trustee selection i Oy -4 FAMILY
Trust administration readiness N

Asset distribution strategies SAL(,:CRC';)ESS SS * Creditor protection trusts
+ Business risks

Advisor Discussion: \ GEN E RAT’ONS / 0 Adviseor Discussion;

Who will manage the assets after e®e What could unexpectedly derail

-

Mom and Dad are gona? \ & . B the family's financial future?

FAMILY COMMUNICATION & PREPARING HEIRS

EXPECTATIONS Key Question: Are the children
Key Question: Does everyone - il ready to inherit?
understand the plan? 9 LEADERSHIP & DECISION-MAKING & Fina icial Mragy
* Family meetings ) ¥ oo .
.ﬂ. » Distribution expectations Kay Question: Who takes over when the founders are gone? % ?rE:z:;d;:‘l:;araﬁ a
: ;I,:E::i?;’:;; g?slz:ussiuns -] * Family leadership = Govarnance structures * Wark ethic
L]
. .' » Conflict prevention x i * ‘Successor trustees « Decision-making authority * Decision-making skills
= Transparency strategies ‘- » Business succession + Conflict resalution * Understanding family values

.. ® Advisar Discussion: ® Advisor Discussion: @ Advisor Discussion:

i : ; Will the heirs be red for the
gfn /hatdothechildren bE‘iEVg will ”Q Who will guide the family when Mom and Dad opportunities anﬁff;mng-lbim.-gs
happen—and is it accurate? are no longer making the decisions? that come with wealth?

KEY TAKEAWAY Financial Capital Is Only Part of the Story a®, @ 2 C ¥
LT E ) ' Y k!z i
i Lack of
m 7 < 3 Unprapared Paar Family Trustee
The biggest threats to long-term family success often involve: heirs communication conflict failures :i‘ziz:r:ﬂ

For most families with $2-%5 million in assets, the greatest risks are not investment-related.

Families that address these issues proactively are far more likely to preserve both their weaith and their relationships across generations.
UHNW
INSTITUTE

TREE SOURCE FOE FAMILY WEALMT EDUCATION

SOURCES:  UHNW Institute — Ten Domains of Family Wealth | Roy Williams & Vic Preisser, Preparing Heirs | Jarmes E. Hughes Jr., Family Wealth: Keeping It in the Family i]"
Dennis laffe, Ph.0D., Borrowed From Your Grandchildren | James Grubman, Ph.D., Family Wealth Consulting
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Today’s
Agenda

Preparing Heirs

Risk Management (Covered in Previous Sessions

T

F

L

rustee Selection

amily Communications and EXPECTATIONS

eadership and Decision-Making

Best Practices

F

S

inancial Advisor Communications

ee the Addendum




Preparing Heirs

Financial Literacy, Stewardship & Family Values,

Trustee Preparation, Work Ethic and Decision-making skills
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PREPARING HEIRS FOR WEALTH:

5 THINGS EVERY FAMILY SHOULD KNOW OR DO

Build financial knowledge today. Strengthen decisions tomorrow. Protect the legacy for generations.

START EARLY AND MAKE IT ONGOING. ]
€& The goal is not to create

Financial literacy is a lifelong journey, not a one-time conversation. N i
heirs who are rich,

Start age-appropriate education early and keep building over time.
but heirs who are wise,

TALK OPENLY ABOUT MONEY AND VALUES. responsible, and

MNormalize money conversations. Discuss earning, spending,

giving, saving, and investing—along with the values that guide them. prepared to steward

what they inherit. 99§
TEACH BY DOING, NOT JUST TELLING.
Give heirs real-world experience through age-appropriate
respansibilities, decisions, and even mistakes. . '

Help heirs develop key skills: budgeting, investing, risk management,
tax awareness, and understanding advisors and financial statements.

BUILD CAPABILITY TO MANAGE WEALTH, NOT JUST RECEIVE IT. ’ '

ALIGN WEALTH WITH PURPOSE AND IMPACT.

Engage heirs in philanthropy and family mission to help them
understand that wealth is a toel to create meaning, not just comfort.

ADVISOR Financially literate heirs are more confident, make better decisions,
TAKEAWAY: and are more likely to preserve both wealth and family harmony.
James E. Hughes, Jr. Douglas T. Arner, PhD William J. Bennett, CFP® Kiplinger Charles D. Collier, CFP®
[!!j SOURCES: Family Wealth (4th Ed., 2022} The Reinventing Family Process The Ready to Be Rich Raising Financially Confident Kids Outcome Based Wealth
{3rd Ed., 2017) Warkbook (2016) (2023) (2021)
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PREPARING A FAMILY MEMBER
TO SERVE AS TRUSTEE

RESOURCES & SUGGESTIONS FROM TRUSTED EXPERTS

Being a trustee is an honor—and a serious responsibility. Use these expert-recommended
resources and steps to build knowledge, confidence, and the right support.

GET EDUCATED ON TRUST BASICS & DUTIES. Expert Sourco: ADDITIONAL RESOURCES & SUPPORT
o '!.J Build a strong foundation in fiduciary duties, trustee powers, :ﬁ;:::?:;;sfﬂ:ege ONLINE COURSES
impartiality, and the administration process. Counsel (ACTEC) ACTEC Trustee Acadermy
{actec.org/education)
REVIEW KEY DOCUMENTS & ASK QUESTIONS. Expeyt Soies i = G e b
= . WealthCounsal
::: Thoroughly review the trust decument and all related estate Tristow EIND A MENTOR
planning documents. Don’t hesitate to ask for clarification. Best Practices Carhec withen taptsdndyiscror
experienced trustee for guidance
e®e  UNDERSTAND THE FAMILY & THEIR VALUES. E;E;r::vljw ;
ore o
... Learn the grantor's intent, family dynamics, beneficiaries’ needs, Triret ,,nad ;:-:,J:,,e @ CHECKUSTS OV DEs
and the family’s mission and values. Practitioners) WealiiCounsel Tristen:Resource Cantar
(wealthcounsel.com/resources)
/ BUILD FINANCIAL & INVESTMENT LITERACY, E;P;j” 5."”"""' ONGOING PROFESSIONAL SUPPORT
al I Strengthen your understanding of investments, taxes, accounting, {Tmﬂ:né;fwm Engage a trust company or professional
and risk management—key to sound decision-making. for Non-Professionals) co-trustee for complex or large trusts.
CREATE A TEAM & PLAN FOR THE LONG TERM. EJ;T; -::;Tz; s @ FIDUCIARY INSURANCE
; e O
Work with experienced professionals and establish systems. Associnpian) Sackion of ;‘?.ﬂ::r-n:{ljieerdhd::tl:::i:ibilaty insurarce
Document decisions and consider successor trustee planning. Real Property. Trust & i ’
Estate Law

A prepared trustee makes better decisions, fulfills their duties with confidence,

TAKEAWAY:; and helps ensure the trust's success for generations to come.
. Wealthe | : CFA Institute ;
GORCmOH) S e0n Linioaepluc SAERBmast ot Tnat.and Trustee Education for ARA Section of Real EDUCAUSE for Trustees
SOURCES: Trust and Estate Counsel (ACTEC) rustee Best Practices Estate Practiieners) Non-Professionals PFGF.'.IF:‘FI‘)". Trust & Estate Law sckicaisamdy
actec.arg wealthcounsel.com staps. org americanbar.ong

cfainstitute.org
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IMPROVE THEIR DECISION-MAKING SKILLS
5 EXPERT-RECOMMENDED STRATEGIES

Strong decisions lead to strong cutcomes. Build the habits, mindset, and skills that drive
confident, values-aligned choices—today and for generations to come.

. HELPING FAMILY MEMBERS

CLARIFY VALUES AND DEFINE SUCCESS. Expert Source: TOOLS & HABITS TO PRACTICE

. . Harvard Business Review
Clear values are the foundation of better decisions.

("The Decision-Making Pracess,”
thedecisionlab.com)

and weigh short-term trade-offs against long-term impact. Define what matters most and

scare options against those criteria.

@ - ("Making Better Decisions,” DECISION JOURNAL
Encourage reflection on what truly matters and why. 2018) Sea e o ey
GATHER GOOD INFORMATION—THEN CHALLENGE IT. Bt S FHupmES. sk kmons [Haid:

Q Teach them to seek relevant data, consider multiple perspectives, Daniel Kahneman, (-9 PRE-MORTEM
and identify potential biases and blind spots. Thinking, Fast and Slow (2011) I3+ Before deciding, ask: “What could

go wrong—and why?”
1» THINK CRITICALLY AND CONSIDER TRADE-OFFS. Expert Source:

(.1") Help them evaluate options, understand consequences, The Decision Lab PROS, CONS & CRITERIA

ﬂ" MAKE DECISIONS, REVIEW, AND LEARN. Expert Source: SEEK WISE COUNSEL

a®e Encourage timely decisions, followed by reflection on outcomes. James Clear, Ericoinage civersssarspectvet from

2w Learning from results builds judgment and confidence. Atemic Habits (2018)

mentors, advisors, and peers.

BUILD EMOTIONAL INTELLIGENCE AND SELF-AWARENESS. Expert Source: KEEP LEARNING
Help them manage emotions, listen well, and understand how their Daniel Galeman, Read, listen, and stay curious about
biases and reactions influence decisions. Emotional intelligence (1995) people, markets, and the world.

900Q@

=

Better decision-makers don’t avoid mistakes—they learn from them.
TAKEAWAY: Intentional practice today builds wisdom, confidence, and better cutcomes tomorrow.

Harvard Business Raview Daniel Kahneman, The Decision Lab James Clear, Daniel Goleman,

SOURCES: hbr.org Thinking, Fast and Slow (2011) thedecisionlab.com Atomic Habits (2018) Emational Intelligence (1995)

Session 4: Estate Planning Masterclass FEN




Trustee
Individual, Corporate and more

Selection




Ay TRUSTEE RESPONSIBILITIES 3.

beneficiaries, not

5 THINGS EVERY ADVISOR SHOULD KNOW the family, and

FOLLOW THE TRUST

—@ The trust document is the instruction manual.
Trustees must act within the terms and purposes of the trust.

9 UNDERSTAND FIDUCIARY DUTIES
Trustees owe duties of loyalty, prudence, impartiality,

and disclosure—and must always act in the best interests of the beneficiaries.

e DOCUMENT EVERYTHING
i Keep clear records of all decisions, communications,

and transactions. Good documentation is your best protection.

o 7ax) DON'T IGNORE TAXES

— @ Trusts may require income tax, estate tax, gift tax,
and other filings. Work with tax professionals.

e Ora HIRE EXPERTS WHEN NEEDED

Q% Trustees aren’t expected to know everything.
Use qualified professionals—attorneys, CPAs, and investment advisors.

_"‘("}"_ ‘ ADVISOR A trustee serves the trust—not the beneficiaries,

TAKEAWAY: not the family, and not themselves.

.--"_"\-\
f -‘- Unifarm Trust Code Restatement (Third) ACTEC (American College of Trust Bogert's Trusts &
| SOURCES: ge g
"x/’ (UTC) of Trusts and Estate Counsel) Guidelines |  Trustees (Hornbook Series)
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| TRUSTEE SELECTION STRATEGY

- THE MOST IMPORTANT DECISION IN THE PLAN —
g&-
The trustee.

WHY THE TRUSTEE DECISION MATTERS WHY TRUSTEE FAILURES OCCUR

LACK OF EXPERTISE

Complex financial, legal, and tax responsibilities
require specialized knowledge and ongoing competence.

The trustee controls how, when,
and to whom assets are distributed.

FAMILY POLITICS

Perceived favoritism aor competing loyalties can lead
to resentment and breakdowns in trust.

® D@ A great trustee protects your legacy
&AR and strengthens family harmony.

GEOGRAPHIC CHALLENGES
Distance can make it difficult to oversee assets, communicate
effectively, and respond in a timely way.

' “‘ A poor trustee decision can create
L;,&

conflict, financial loss, and even litigation.

70%

of famillies experience conflict
or discord over an inheritance.

Source: Harris Poll, 2076
of Trust and Estate Counsel (ACTEC)

60% 30-50% $112,000+ 2.8x
BY TH E of trust & estate litigation of trusts are changed Average cost of trust litigation Farnilies with a professional
N U M BE RS invalves allegations or terminated due to {attorney fees, court costs, trustee report 2.8x higher

EMOTIONAL CONFLICTS

Personal relationships and unresolved emaotions can
cloud judgment and damage family relationships.

006

against trustees. trustes issues. expert fees). satisfaction.
Source: American College Source: STEP (Society of Trist and Source: NAEPC Foundation, Source: Marrington Starr,
of Trust and Estate Counsal (ACTEC) Estate Practitioners) Worldwide Study 2023 Estate Litigation Report Global Trustee Survey 2022

SOURCES: - = e

Hairis Poll, 2016 - “America’s Inheritance of Conflict” o N | H E E' O 11 O r"u"E L] i\.f E

ACTEC, 2023 — Trust Litigation Report - . -

STEP Worldwide Study, 2021 ey The right trustee protects your assets, honors your wishes,

Harrington Stan, Global Trustee Survey, 2022
NAEPC Foundation, 2023 Estate Ltigation Report

and preserves family unity. Take the time to choose wisely.




COMPETENCE & CAPABILITY

v —1
_— accounting, distributions,

v— @
: _w and all fiduciary
0 responsibilities?

Can the trustee properly
handle investments, taxes,

CONSIDER:

@ Investment management expertise

(] Understanding of trust administration
and applicable laws

@ Ability to handle complex situations

@ Adequate resources and staff

@ sufficient time to serve well

AUTHORITY:

Uniform Trust Code (UTC) §804
Prudent Administration
ACTEC Commentaries

SOURCES: & American College of Trust
and Estate Counsel (ACTEC)

* Uniform Trust Code (UTC)

§5 801, BOZ, 804 Commentaries

(2)™

INDEPENDENCE & OBJECTIVITY

Will the trustee make
decisions based on the

trust terms and the
beneficiaries’ best

@ &
. interests—rather than
- - - family pressure or

personal bias?

CONSIDER

& Impartiality and ability to avoid conflicts
€ Strong ethical standards and integrity
£ willingness to make tough decisions

& Independence from undue influence

€ Ability to manage family dynamics fairly

AUTHORITY:
Unifarm Trust Code (UTC) §802
Duty of Loyalry

Considerations

» ACTEC Foundation, ¢ Restateme
Trustes Selection of Trusts

3 THINGS FINANCIAL ADVISORS SHOULD
»  RECOMMEND CLIENTS CONSIDER

WHEN SELECTING A TRUSTEE

©,

LONG-TERM RELIABILITY & CONTINUITY

. Vil the trustee stil be able

] to serve effectively years
l 'n or decades from now?
e Is there a succession plan
e u if circumstances change?

CONSIDER:

@ Financial strength and stability

& Depth of leadership and organizational
continuity

€ Succession planning and transition process

& Ability to adapt to changes In laws,
taxes, and family needs

& Proven long-term track record

AUTHORITY:

40 Uniferm Trust Code (UTC) §801

Duty to Administer Trust
ACTEC guidance on trustee

selection and succession

The right tr s protects wealth,

preserves harmony, and ensures
your client's legacy.

Session 4: Estate Planning Masterclass FEN
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INDIVIDUAL TRUSTEE ANALYSIS

A Personal Role. A Serious Responsibility.

Choosing an individual trustee can provide familiarity, continuity, and a personal touch—
but it also requires judgment, competence, and the ability to act impartially.

|
KNOWS THE FAMILY ' BIAS

LInderstands family dynamics, values, Persn‘nal relatlc::n_sh!ps " ct:eate
c : perceived favoritism or conflicts.
history, and beneficiary needs.

INEXPERIENCE

Trust administration, investments,
taxes, and fiduciary duties can be complex.

LOWER COST

Often less expensive than a
corporate trustee or trust company.

BURNOUT

Serving as trustee can become
time-consuming and emotionally draining.

PERSONAL TOUCH A.trustee is a fiduciary
Provides familiarity, accessibility, | with a legal duty to act

and continuity across generations. in the best interests of &= LIABILITY

B o =

the beneficiaries. Trustees may be held personally liable
X ) . : : for breaches of fiduciary duty. )
- h A
EXPERT INSIGHT WHAT MAKES A GOOD ADVISOR TAKEAWAY
INDIVIDUAL TRUSTEE? The best trustee is not always the oldest child,

¥ Select someone who understands finances,
legal or accounting matters, or has strong

the closest child, or the most successful child.
F Y

business judgment. If that's not available, ﬁ Financial competence @ Organizational discipline The hﬂest trustee is the persen most f:apab!e n}‘
ok ; ik b ical ) Will carrying out the grantor's wishes while balancing
e et d s il e @ Sound judgment @ Willingness to serve fiduciary responsibilities, family relationships,

well and keeps family members informed. @ strong communication skills long-term and long-term stewardship. ‘
— Lorraine Cavataio, Esq., N o ) & Respect from the family If those qualities are lacking, consider a
Fellow, ACTEC @ Ability to remain impartial professional trustee, corporate fiduciary,

or co-trustee structure.

= SOURCES . Lorraine Cavataio, Esq., @ :mcnca; LF"f'H*:EECUf - Uniform Trust .l Restatement (Third)
gl Fellow. ACTEC Py ana RamE Lodnse "l" Code (UTC) L_I of Trusts

(ACTEC)
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CORPORATE TRUSTEE ANALYSIS

—& Professional Management. Permanent Continuity. Objective Decision-Making. #———
A corporate trustee provides professional trust management, bringing deep expertise, permanent continuity,
and strict objectivity to your estate. However, these benefits come with notable drawbacks, including higher

financial costs, potential administrative red tape, and a lack of personal familiarity with your family’s unique dynamics,

") ADUANTAGES O T ——

EXPERTISE COosT

Carporate trustees employ trust officers, tax specialists, Corporate trustees charge ongoing management or
and legal experts, They are highly equipped to navigate administrative fees, which are typically calculated as
complex tax laws, handle intricate asset distributions, a percentage of the trust's assets (often batween

and manage velatile investments. 1% and 2% annually),

CONTINUITY BUREAUCRACY
Unlike an individual trustee, a carparate entity docs ‘__
not get sick, age, or pass away. Your trust remains

might experience slower response times, stricter
adherence to “red tape,” and a less personalized
approach when requesting diserationary distributions.

OBJECTIVITY
Professional trustees act as nedtral, irmpartial decision- ﬁfrﬁn?afefiﬂﬁ?;f:?gl—iigti-uel)r bt lacks

makers. Thay are insulated from emotional conflicts and
family disputes, ensuring strict adherence to the trust PROFESSIONAL peraonal corttext. They do fiot have firsthand knewledge

. of your family’s history, nuanced values, or evolving
document and fiductary duties. FIDUCIARY OVERSIGHT personal mics, whieh can make ampathetie

decision-making difficult.

Institutional decision-making can be rigid. Beneficiaries
under continuous, uninterrupted management.

PROFESSIONAL ADMINISTRATION c
Recordkeeping, tax reporting, accounting, distributions, A COMMITMENT TO : LESS FLEXIBILITY
compliance, and investment oversight are handled by STEWARDSHIP AND INTEGRITY Some beneficiaries may perceive corporate trustees
dedicated professionals, | as rigid when making discretionary distribution
S . deecisions. P
WHEN A CORPORATE TRUSTEE j WHAT MAKES A GOOD ADVISOR TAKEAWAY
MAY BE MOST APPROPRIATE CORPORATE TRUSTEE? The best trustes is not abways the family member
wha knows everyane bast,
& Large or complex trusts & Beneficiaries with addiction issugs & Strong trust administration &) Investmant expertise
EXpEriance Sometimes the best trustee is the professional
& Significant investment assets & Beneficiaries with special needs % Experience with @ who can remain objective, navigate complexity,
= ) . 0 Dedicated trust departmant family governance and administer the trust consistently for decades.
O Hlondctiinis 9 Mus: R & Competitive fee structure % Ability to serve as For many affluent families, the ideal solution may
© Beneficiaries with creditor concerns @ Stustions Ivolving family conflict & Responsive communication sl o edins Ei:mh:?:zipmﬂ f'fr:-lr: grl:'::rna::!rpﬂrate

as co-trustees,

SOURCES = YnerEA t—ﬁ!:si;inm[ ATh Uniform Trust !!J Restatement (Third) ABA Real Praperty, (@) Heckerling Institute
11} AeTEG i Shorts = | = Code (UTC) 1] of Trusts Trust & Estate Law Section F@™ o Estate Planning

Session 4: Estate Planning Masterclass FEN
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CO-TRUSTEESHIP ADMINISTRATIVE TRUSTEE
(Individual + Corporate) + DISTRIBUTION TRUSTEE

LS

© O

A family member and a corporate trustee
share fiduciary responsibilities.

ﬂ' Combines personal ingight with professional
expertise
& Shared decision-making and oversight

& FProvides checks and balances

FAMILY PERSPECTIVE
Provides personal knowledge of
beneficiaries, family dynamics,
values, and unique circumstances.

¢ The Best of Both Worlds <

R A -

THE HYBRID APPROACH

TOGETHER, THEY CREATE
BALAMNCED, PRUDENT, AND EFFECTIVE TRUST ADMINISTRATION.

HYBRID STRUCTURE OPTIONS

@ 0

#DMINISTRMTU'E DISTRIBUTION
TRUSTEE

Separats administrative duties from
discretionary distribution decisions.

@ Administrative trustes handles investmants,
accounting, tax reporting, and compliance

@ Distribution trustee [often a family member)
makes discretionary distributions

| a Limits risk while preserving personal judgment

C .

Balances parsonal
@ knowledge with
professonal expartise

=

@ BEMEFITS OF A HYBRID STRUCTURE -

. Reduces risk of i

@ bias, confiict, and @ :::.::::-aﬁln.url::
burnout

The best structure depends on your family's goals, trust complexity, assets, and the dynamics of your beneficiaries.

0 O

INVESTMENT
TRUSTEE TRUSTEE

Separates investmeant management fram
beneficiary distribution decisions.

@ |nvestment trustes focuses on strategy,
research, and performance

neads and circumstances
Q |deal for families with complex assets

L
Enhances compliance Provides flagbility
and fiduciary to meet changing
protection family neds

Work with your advisor to design the right solution for your legacy.

INVESTMENT TRUSTEE
+ DISTRIBUTION TRUSTEE TRUST PROTECTOR

DISTRIBUTION

Distribution trustee focuses on beneficiary

HYBRID STRUCTURE: BALANCING THE OPTIONS

To mitigate the risks of using only an individual trustee or only a corporate trustee, many settlors choose a hybrid structure.
This setup combines the personal insight of family with the expertise, resources, and continuity of a professional trustee.

PROFESSIONAL EXPERTISE
Brings sxperience, efficiency,
investment management, compliance,
and long-term continuity.

An indepandent party with defined powers
te overses and adapt the trust,

& Modifies trust terms {if authorized)

& Removes or replaces trustees

@ Resolves deadlocks

@ Provides angaing oversight and flexibility

ADVISOR TAKEAWAY
No single trustee sclution is right for every family.
— &

A well-designed hybrid structure can provide the ideal
balance of personal insight, professional expertize,
and long-term stewardship.

Session 4: Estate Planning Masterclass FEN
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66 The trustee is the heart
of the trust. The wrong choice
can jeopardize everything
the trust is designed to achieve,

10 QUESTIONS TO ASSESS AN INDIVIDUAL'S
CAPABILITY TO SERVE AS TRU:!

Smart trustee selpcnon protects your legacy, vour fﬁ.m]ly, ancl the trust.

(ate judgment

A STRONG TRUSTEE IS MORE THAN WILLING—THEY ARE CAPABLE, OBJECTIVE, AND COMMITTED FOR THE LONG TERM.

& 53 (2 4 (3] 298 (4] @ (5 28s

ul
Are you comfortable werking

Have you ever managed
significant investments, business with attorneys, CPAs, financial
advisors, and investment

interests, or financial accounts?
managers?

- gu'md trustes knows how to
collaborate with experts and
make informed decisions.

How much time can you
realistically devote to trustee
responsibilities each year?

Do you understand that yeur
duty is to follow the trust
document, not family
preferences?

Can you maka difficult decisions
even when family members
disagree with you?

A trustee must be independent, Trustes duties include mersfght,
ohjective, and willing to do what

The trustee should have the financial
literacy and experience neaded to

A trusree's fiduciary duty is to the

trust and beneficiarias—not to the decizion-making, recordieeping,

tax filings, and working with advisors.

o ®m 0 2

grantor, spouse, or family pressure, oversee and protect trust assets. s right—not what is easy.

O [ 0 2 O 2

If the beneficiary spouse requests
a large distribution, how would
you evaluzte the request?

Your answer reveals your judgment
and understanding of fiduciary
duties and trust standards.

How would you handle a
situation where one beneficiary
believes another is recelving
preferential treatment?

Family conflict is a leading cause of
trust disputes. Fairness, transparency,
and communication are essantial.

If the grantor suggests 5 course
of action that conflicts with your
fiduciary duties, what would

you do?

The trustes must place fiduciary
duties above all informal pressura,
including from the grantor.

Are you likely to remain
capable and available to serve
for the next 10-20 years?

Consider age, health, location,
career demands, and other factors
that may affect long-term continuity.

Why do you want to serve
as trustee?

Your motivation matters, Look for
a commitment to stewardship,
not contral, status, or obligation.

EXPERT AUTHORITIES & SOURCES

Umiform Trust Code (UTC)

B8 BDY, BO2, BO4 - Duties of Leyakty,
Prudence, mpariiality, and &dministration
Restatamant (Third) of Trusts

58 77-72 - Trustes Duties and

Standard of Conduct

ACTEC Guidance & Commentaries
Trustes Sclection, Duties, and Best Practices

AICPA Personal Financial Planning

Section Dest Practices
Trust Adminlstration and Gowernanoe

Th srae |
& € Abllity to Handle Confliet 45-50  Strong Candidate e best trustee s

& Financial Literacy
nat just willing 1o sarwe—

& Understanding Fiduciasy Duty @ Availability they are equipped ta
serve well for the long
terrn, i the bestinberest

of the hensficlarles

35-44 Acceptable with Advisor Support

& Objactivity @ Willingness to Sack Advica

ﬂ- Judgrnent a Lang-Tecm Carfinuity 25-34 Conaider Co-Trustes Structure

@ Communicatian Skills © Cueral Trustea Readiness Below 25 Conslder Corporate Trustes

OO E E

Use these guestions in in wis, document your evaluaticn, and
revislt regularly. A well-chosen trustee today helps ensure the trust

achieve purpose for ge

Thés materal i for educatlonal purposes oely aod showid not be considered fegal, tay, or vesimend adviCe.  Consald gualifed profssionais reganding rour souchlic skuation
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Family
Communication

and Expectations

Does Everyone Understand the Plan?

Family Meetings

Distribution Expectations

Trust Education

Inheritance discussions

Conflict Prevention

Transparency strategies
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BENEFICIARY
READINESS & EDUCATION

PREPARING TODAY’S GENERATION TO BE RESPONSIBLE STEWARDS TOMORROW

FAMILY FINANCIAL
TRANSPARENCY MODELS

Well-prepared beneficiaries help preserve unity, reduce conflict,
and protect the long-term legacy of the family.

WHEN TO INTRODUCE PREPARING CHILDREN
HEIRS TO TRUST STRUCTURES FOR TRUSTEE ROLES
Ipmt,

Introduce concepts early, not @ Educate on fiduciary duties & Explain the purpose behind

& Decide what information
just the documents. and legal responsibilities. distribution standards. should be shared and why.
& Tailor conversations to age, & Involve them in financial € Clarify what will and will not & Use regular family meetings
maturity, and interest. discussions over time. be provided, to build trust and alignment.
@ Start with values and purpose @ Encourage outside experience @ Address potential concerns & Balance transparency with
before legal details. and professional development. before they arise. privacy and fairness.
@ Revisit regularly as life @ Use co-trustees or advisors @ Document expectations and @ Foster unity through openness,
and circumstances evolve. for support and guidance. communicate them clearly. not just dollars.

support each other, and honor the family’s values and vision for generations to come.

KEY TAKEAWAY: Educated and engaged beneficiaries are more likely to act responsibly, > i ﬁ -

ADVISOR TIP: @ AUTHORITATIVE ACTEC FAMILY WEALTHREPORT | \sMpsk MUGHES,JR. | CHARLES COLLIER
Proactive education today can prevent SOURCES American Colluge of Trust Inslghts on Family Office Family Wealth Wisalth in Eamilies
confusion, entitternent, and conflict tomorrow. and Estate Cauneel and| Waaltn Stewardain

Session 4: Estate Planning Masterclass FEN
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WHEN SHOULD CHILDREN
LEARN ABOUT TRUSTS?

AGE-APPROPRIATE GUIDANCE + BUILD KNOWLEDGE + CREATE CONFIDENCE <+ PRESERVE LEGACY

AGES 18-25 AGES 25-40 MATURE BENEFICIARIES
| aah e, |

oty

Basic concepts Trust structure
Introduce the fundamentals m Understand how the trust is

of trusts and how they work. designed and how [t operates.

Family values Trustee responsibilities
Share the family mission, Learn the role of trustees and

Full participation
Engage in decisions and contribute
to the family's vision and strategy.

Family meetings
Participate in regular meetings

values, and legacy. their fiduciary duties. and open communication,

Stewardship Long-term expectations Governance discussions
| X
By

Teach responsible money Dizcuss goals, timelines,
management and gratitude, and future generations.

Discuss policies, distributions,
and family governance.

@ ® Introduce the "why" behind @ Build understanding of roles,

® Engage as partners in preserving
@ =mily wealth and values. | =T responsibilities, and purpose.

legacy for future generations.

RESEARCH INSIGHT

Studies consistently suggest that wealth
transitions are more likely to succeed whean
heirs are prepared through communicatian,
sdusatian, shared values, and family

THE GOAL: Empower each generation with the knowledge, values, and

to be a responsible steward of the family legacy.

= InTE. = . . . . governance—not simply through [2gal
l::.._l NOTE: Readiness depends on maturity, f_am!ly dynamics, and nf'cumstances. decumanks:
- These age ranges are general guidelines rather than strict rules.
Furpaseful Plannin i
James E. Hughes, Jr. ; Bennis T. Jaffe @ g Family Frm institute (FF) et e R
RCES Chirtas W, Loles o gt} I Research on Wealth
sSou Family Wealth: Wealth in Eamilies Borrowed From Your ‘. Family Governance & Rendezvous Process & | Transition and FRII‘:II!!,'
Keeping It in the Family Grandchiidren Next Generation Research Family Communication ;
Far Preparedness

Session 4: Estate Planning Masterclass FEN
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| MANAGING INHERITANCE EXPECTATIONS

Clear communication today helps prevent conflict tomorrow.

ADVISOR FRAMEWORK

COMMON MISTAKES

Parents never discuss: Start the

et
Conversation
L Distribution timin TJ
o : 47 Ty
Trust restricti = v = Align Expectations
ﬁ PESE ressigHons * What do your *=|  With Reality

X

00 o _ " .
a@n Familyintentions cr_“Idre“ bellfve / Reduce Conflict
—e e S will happen? (O’ and Protect
RESULT: / Relationships
s Surprise
s Resentment @ Support a Smoother
s s Wealth Transition
» Litigation

THE BIG IDEA: Managing expeqtations is one of the most powerful ways
to preserve family harmony and protect your legacy.

SBURCES lames E Hughes, Jr. Charles W. Caollier Dennis T. laffe 1] ™ Family Firm Institute (FFI} mm:’::;mniﬂﬂ The Williams Group
) Family Weaith: Wealth in Families Borrowed From ‘- Family Govermance & s e iand III Research on Wealth
Keeping It in the Family Vour Grandehildren Next Generation Research IEFIS Frnce Transition and Family
Famity Communication Preparedness
Framework
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FAMILY FINANCIAL TRANSPARENCY MODELS

THREE APPROACHES SAME GOAL: A STRONGER FAMILY LEGACY

@ WHY IT MATTERS:
1. COMPLETE TRANSPARENCY 2. GRADUATED TRANSPARENCY

DIFFERENT LEVELS OF INFORMATION

The right level of transparency builds trust, prepares the next generation, and helps prevent conflict—
while respecting privacy, capacity, and family dynamics.

3. NEED-TO-KNOW APPROACH

Full access to financial
information, including assets,
liabilities, income, expenses,
and estate plans.

Q CONS

« Can overwhelm or .

c PROS

+ Builds maximum trust

and openness burden yaunger heirs

« Prepares heirs for « Risk of entitlement .
full responsibility or misuse of

» Reduces surprises information .

and misunderstandings = May create tension
if children are not

financially mature

+ Encourages collabaration
and shared decision-making

KEY CONSIDERATIONS FOR
CHOOSING THE RIGHT MODEL

iig

o PROS

Matchas information
with readiness

Information is shared over time
as heirs demonstrate maturity,
responsibility, and readiness.

0 CONS

= Requires ongoing
judgment and

Encourages growth communication

and responsibility + Inconsistent
information sharing .

can cause ennfusion

Builds trust over time

Reduces risk of

information misuse * May be viewed as

withholding if not
communicated well

= Protects privacy

« Useful for complex

Limited information is shared
only as needed for specific
roles, responsibilities, or

decisions.
o CONS

+ Can create feelings

0 PROS

and security of exclusion '
= Limits risk of misuse + May reduce

or conflict preparation for

Appropriate for future roles

children with little
interest or involvernent

+ Risk of mistrust or
assumptions if not
explained clearly

or high-risk situations

Heir maturity @ @ ramily culture Complexity Risk of conflict PUrpoIs ang
and capability and values of assets of misuse goals of
transparency

There is no one-size-fits-all approach. Choose the transparency model that best
aligns with your family’s values, goals, and the readiness of the next generation.

(3§) THE BIG IDEA:

James E. Hughes, Jr.
Famfly Wealth:
Keeping It 1n the Family

SOURCES:

Charles W, Callier
Wealth in Familfes

Dennis T, Jaffe ] @ Family Firm Institute (FFI)
Borrowed From W Family Governance &
Your Grandchitdran Next Gemaration Research

Session 4: Estate Planning Masterclass FEN
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Rendezvous Process &
Farrufy Communication
Framawork

@

The Willlams Group
Research an Weealth
Traneition and Family
Praparedness
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Expectations

Distribution
The Who and How
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TRUST DISTRIBUTION RULES

5 QUESTIONS EVERY ADVISOR SHOULD ASK

Ask these five questions to understand how a trust will distribute assets—and whether it aligns with your client's goals.

= (2 © & ©

WHO HOW MUCH WHEN UNDER WHAT WHO

A N CONDITIONS A
gets the assets? do they receive? do they receive it? ek distributiofns decides?
8 o

be made?
A ®
- P

gl m—

waw
=
Nt
eEﬂ'

Datermines which beneficiaries Dretermines the dollar amesunt Dretermines the timing and Dusterrrines the standards Detarmines whe has the autharity
are entitled to receive trust or percentage each beneficiary achedule of distributions or circumstances that must be te make distribution decisions
assets, now or in the future. for group) will roeceive. to beneficiaries. met befare distributions occur, and how that authority is used.
m EXAMPLES m m
Par Stirpes Fractional Formula + Immadiataly at Death HEMS Standard Trustee (Individual or
{by representation) :percentage of estate) « ‘Spedific Agee I:ﬁl:;ﬂg:;_ducatlm Maintenance, Corporate)
= Per Capita * Pecuniary Formula (e.g:, 25, 30, 35) S Dt » Co-Trustees
] 1 £ 3 : L Dtil: onary T hﬂtlﬂrl’l
[equally among living) (fixed dellar amount) « Staggered Distributions R + Trust Protector
= By Branch or Generation + Marital Deduction / QTIP Unin Aehieving Milcsnonis i Frd b s Lot « IndesendentDistibitic
Formulas s e * Incentive Provisions pe 4 2

= Contingent Beneficiaries {education, marriage, etc.)

= Blended Family Pravisions

X Committes
. i {education, emplayment,
Clayton Election Formulas « Lifetime / Per Stirpes charitable, ete.) = Beneficiary (in some cases)

* Formula Funding Clauses at Death + Spendthrift Protection

The best trust plans answer all five questions clearly. When any answer is vague or

'@ = ADVISOR TAKEAWAY:

outdated, the risk of conflict, confusion, and unintended consequences increases.

. [Im Jonathan G. Blattmachr, J0 i Seott and Ascher on Trusts | Bogert's Trusts Leimberg Estate American Collzge of Trust
m SOURCES f=d|  Trusts & Estates __11 [Restorative 4th) I & Trustees g Flanning Mewslattar and Estate Counsel (ACTEC]

[Hornboaok Series) Materials
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TRUSTEE DISCRETION & HEMS STANDARDS o,

HOW TRUSTS PROTECT BENEFICIARIES AND PROVIDE FLEXIBILITY o R

Most modern trusts give the trustee discretion te make distributions for the beneficiary's health, education, maintenance, and support (HEMS).
This flexibility allows the trustee to respond to the beneficiary’s needs while protecting trust assets.

HEMS STANDARDS EXPLAINED

Trustee discretion is the legal authority given to a trustee to decide HEMS is the mest commanly used standard for discretionary distributions
whether, when, and how much te distribute to a beneficiary. It stands for Health, Education, Maintenance, and Support:
The trustee is not required to make distributions, but must act

in good faith and in accordance with the trust's terms and
state law fiduciary duties. w

TRUSTEE DISCRETION EXPLAINED

WHY IT MATTERS HEALTH EDUCATION MAINTENANCE SUPPORT
v Allaws the trustee ta consider the beneficiary's actual needs Medical cars, insurance Tuition, books, fees, Basic needs for food, Expenses that support
and cireumstancas. premiums, prescriptions, reem and board, clothing, housing, the beneficlary In
therapy, lang-term wvocational training, transportation, maintaining their
v" Helps protect assets from creditors, divarce, and imprudent care, and ather health- continuing education, utilities, and ather customary stancard
spanding. rolated expanses. and other educaticnal day-to-day living of living,
" Provides long-term flexibility as life cireumstances change. b b TARER

The trustee may alse consicer other factars, such as the benaeficlary’s other resources,

smployment, marital status, dependents, and averall circumatances.

EXAMPLES OF TRUSTEE DISCRETION IN ACTION

. KEY BENEFITS OF DISCRETIONARY HEMS TRUSTS
. ﬁ
5 o 7 ASSET PROTECTION: Helps shield assets from creditors and lawsuits.
e ’ A trustees imay advance 2 ”
oo :“_"'? i AN M P (5% ot o i ernsi &_“u_l'mtmq w“_hhuld @ FAMILY HARMOMNY: Reduces conflict by allowing the trustee to treat beneficiaries
colege tultion ona year rahab or counsaling ' distributions during
arad not the next i the even I not specifically paymant on a home, divorce proceedings fairly based on need.
beneficiary is already listed in the trust, but deday additional to help protect trust - d .
ey Uiy i s i distributions f the Al =) FLEXIBILITY: Allows the trust to adapt to changing circumstances aver time,
harF el Helsaina. banchcinry 15 imprudent - 3 H o .
i Wt i, (v} TAX PLANNING: Supports long-term estate, gift, and generation-skipping tax strategies.
L6 “The discretion ta invade principal for the beneficiary’s health, education, maintenance, or support has become the standard Source: Bogert's Trusts and Trustees
for discretionary trusts and is broadly construed by the courts. 49 §6.2 (Hormbock Series®)

[Joseph L Sax, 3d ed. 2022)

g IMPORTANT MOTE: Trustees must abways act in good faith, for the benefit of the beneficiaries, and in accordance with the terms of the trust and applicable state law, Additional Sourca: Restatemant (Third) of Trusts 650 cme. d (2007)
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| DISTRIBUTION FORMULAS
5 THINGS EVERY ADVISOR SHOULD KNOW

THEY PUT YOUR CLIENT'S INTENTIONS INTO ACTION

Distribution formulas determine how and when beneficiaries
receive trust assets. Clarity today helps avoid conflict tomorrow.

THERE ARE DIFFERENT TYPES—CHOOSE CAREFULLY
Common formulas include per stirpes, per capita, fractional, pecuniary,
marital deduction, age-based, and support standard formulas.

Each produces different cutcomes.

FLEXIBILITY BUILT INTO THE FORMULA CAN BE POWERFUL

Well-drafted formulas can adapt to changing family situations,
blended families, or unequal gifts made during life.

PRECISION MATTERS

Ambiguous or outdated formulas can lead to unintended results,

00 0O
349 @

Clear distribution formulas
reduce conflict, provide
flexibility, and help ensure
your clients’ intentions

are followed. o

— Jonathan G, Blattmachr, JD

-
litigation, and fiduciary headaches for trustees.
™ DISTRIBUTION FORMULAS FALL INTO TWO CATEGORIES
CL ] WHO Gets the Assets HOW MUCH They Receive
{Determines the Beneficiaries) (Determines the Dollar Amount)
* Per Stirpes (By Representation) * Pecuniary Formula (Fixed Dollar Ameount) =
Example: Estate = $5,000,000 Example: “Fund the bypass trust with $2,000,000."
My three children share equally. If a child has The trust receives $2 000,000,
& 8 two children and is deceased, each grandchild and the remainder {$3,000,000) goes to other beneficiaries. e
receives 5833,333.
= Fractional Farmula (Percentage of Estate)
* Per Capita [Equal Shares) Example: "Give 40% of my estate to the bypas; trust.”
Example: Estate = 55,000,000 If estate = $5,000,000, the trust receives $2,000,000
My four grandchildren share equally. {40% of $5,000,000), and the remainder ($3,000,000)
Each granechild receives $1,250,000. goes to other beneficiaries.

A well-designed distribution formula is a readmap for the future—

ADVISOR TAKEAWAY:

clear, flexible, and aligned with your client’s goals.

Trusts & Estates (Restorative d4th) {Hornbook Series) MNewslettar

:m;l SOURCES: Jonathan G. Blattmachr, Scott and Ascher on Trusts Bogert's Trusts & Trustees Leimberg Estate Planning
s

Session 4: Estate Planning Masterclass FEN
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FIRST SFOUSE DIES

Assels pass undler the
Trust agreement.

The deceased spousa's
trust detarmings the
initinl distribution of

assuts

HOW THE CLAYTON ELECTION WORKS

A post-death planning technique that gives the executor flexibility to decide
how much property will qualify for the marital deduction.

ASSETS ARE DIRECTED
UNDER THE CLAYTON TRLUST
PROVISION

Unlike atraditional disclaimer plan,
the defzult assumption is that
azsets are allacated to the
non-rnarital share first

The trust agreement directs
assets to the bypass {credit
shelter/family] trust st the
first death.

The farmily can wait urti| after

EXECUTOR EVALUATES

THE FACTS

death to assess:

-

Estate size

Current estate tax lavws
Portability considerations
Surviving spouse'’s needs
Asset growth potential

FORM 704 IS FILED

The executor decides how much

praperty should receive the
marital deduction by making
elections on Schedule M of
Farm 704,

These alections determine

which assets qualify for the

mantal deduction,

5 (6

i EXECUTOR MAKES FINAL ALLOCATION OCCURS

THE CLAYTOM ELECTION
Based on the election mada,

assets are sllocated for tax
purposes as follows:

On Form 704, the executor
elects the amaunt (or assets)
0 ke treated as OTIP property
eligible for the marital f ?

b "._' Bscats slected for the MeritaliQITIR

daduction. ‘.:_..=,.'r,»'r rrmital devuction = Trust
Assets not elected for 5 Family/Bypass

the marital deduction Trust

KEY POINT: The Clayton Election allows the executor ta decide after the first spouse's death how much
property will gualify fer the marital deduction, providing valuable flexibility to respend to tax laws and family needs.

Estate of Clayton

I I I] v. Commissioner,
2746 F.2d 1486
[5th Cir, 1992)

P

E Internal Revenue Code

AUTHORITY & EXPERT SOURCES

J

Treasury Regulation

LD )

Recognizes and uphelds the validity
of the Claylon election as a proper

marital deduction planning technicue,

This graphic Is fer educational purposes only and is met legal o tax advice, Estate and tax laws are compiex and subect to change,

Allows a deduction for property
irterest passing 1o the surviving
spouse (marital deduction).

Specifically provides rules for
the so-called "Claytan election”

on timely filed Form 706,

Estate Planning
Commentary

IRS Form 706 ‘ e @
Discussed in leading treatises and

& Instructions "‘

Schedule M is used to make
the 2lection that determinas
tha portion of the estate

tpualifying for the marital ‘

professional guidance, incuding:
s BMA Estate Planning Portfalio
¢ |eimberg Estate Planning Newsleter

deduction * ACTEC Estate Planning Journal

Conpull your attamey of Tax acvisor regarding your specilic crrcumstances

Session 4: Estate Planning Masterclass FEN
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Leadership and

Decision-Making

Succession, Trust Protectors,
Governance Structures
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(ﬂ;ﬂ] | SOURCES:
e

TRUSTEE SUCCESSION:

BEST PRACTICES TO ENSURE A SMOOTH TRANSITION

A well-planned trustee succession protects the trust, honors the grantor's intent,
and provides centinuity for beneficiaries. Use these expert-recommended steps
to plan ahead and stay prepared.

COMSIDERATIONS WHEN SELECTING

SUCCESSOR TRUSTEES

KEY TAKEAWAY

PLAN AHEAD—DON'T WAIT FOR A CRISIS.
Discuss suceession early and document the process in the trust.
Review regularly as circumstances or family dynamics change.

NAME SUCCESSOR TRUSTEES AND ALTERNATES.
Mame at least one successor trustee and one or mare alternates.
Consider a mix of trusted family members and professionals.

PREPARE AND EDUCATE SUCCESSOR TRUSTEES.

Provide ongoing education about fiduciary duties, investments,
taxes, and the trust's geals. Invelve successors early.

ORGANIZE AND MAINTAIN KEY INFORMATION.
Keep trust documents, account info, policies, and instructions
arganized and up to date. Use a Trustee Information Binder.

ENSURE A COLLABORATIVE TRANSITION.
Facilitate introductions between current and future trustees.
Encourage open communication and shared decisien-making.

REVIEW AND UPDATE SUCCESSION PLANS REGULARLY.

Revisit trustee appointments, successor readiness, and trust terms
at least every 3-5 years—or after major life events.

Thoughtful planning, preparation, and communication

are the keys to a seamless trustee transition,

Expert Source:

The American College
of Trust and Estate
Counsel (ACTEC)

Expert Source:
WealthCounsel
Trustes

Best Practices

Expeart Source:
STEP {Saciety of
Trust and Estate
Praciitioners)

Expert Source:

MNatianal Association of
Estate Planners & Councils
(NAEPC)

Expert Saurce:

The American Callege
of Trust and Estate
Counsel (ACTEC)

Expert Source:
WealthCounsel
Trustee

Best Practices

FIDUCIARY CAPABILITY

@ Choose someons with integrity, sound
judgment, and the ability to manage
complex responsibilities

WILLINGMESS & AVAILABILITY
o®e a ;
'.‘ Ensure they have the willingness, time,

and resources to serve,

ALIGNMENT WITH VALUES
’ Saelect someone who understands and
shares the grantor's values and the

imtent of the trust.

Consider location and abﬁity to access
assets, beneficiaries, and adviscrs.

9 GEOGRAPHY & ACCESS

KEY REMINDERS
0 A smaoeoth transition protects the trust and relationships.
o Decument yaur plan and communicate clearky.
o Prepare successors with knowledge and confidence

o Review regularly and adapt as circumstances change.

STEP (Society of Trust NAEFC The American College of
and Estate Practitioners) e Trust and Estate Counsel (ACTEC)
step.org Pe.0rd sctec,org

ACTEC WealthCounsel

actec.org wealthcounsel.com

Trustee Handboock (Fourth Edition)
Published by ACTEC Foundation
actec.org
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y TRUST PROTECTOR iz

the future—it's to

5 THINGS EVERY ADVISOR SHOULD KNOW help the trust

respond toit. 99

@\ FUTURE-PROOFS THE TRUST

A Allows the trust to adapt when laws change, tax rules evolve, or
circumstances of the beneficiaries or family change.

MAY MODIFY TRUST PROVISIONS

Depending on the trust document, can amend administrative provisions
and respond to tax law changes without court involvement.

i

&

MAY REMOVE AND REPLACE TRUSTEES

Provides oversight and accountability by appointing, removing,
or directing trustees to serve the best interests of the trust.

CAN PROTECT BENEFICIARIES

May add protections for beneficiaries, including spendthrift provisions,
creditor protection, special needs, or changing family dynamics.

NOT A TRUSTEE

The trust protector oversees the trust and has limited powers defined
in the document, but does not manage day-to-day trust administration.

®© ©6 ® 0 0
0

A trust protector’s job is not to predict the future—
it's to help the trust respond to it.

ADVISOR TAKEAWAY:

. !] "\ SOURCES: Jonathan G. Blattmachr, Trusts & Estates ACTEC (American College of Trust Uniform Trust Code
s 4 and Estate Counsel) Resources | Commentary
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GOVERNANCE STRUCTURES FOR FAMILIES
WITH $5 MILLION OR LESS

SMART, SIMPLE WAYS TO MANAGE WEALTH TRANSFER
AND HARMONY AMONG MULTIPLE CHILDREN

Strong governance doesn't require complex structures. These practical approaches can help REVOCABLE LIVING TRUST
familles promote fairness, clarity, and unity while transferring wealth across generations. g

SIMPLE STRUCTURES TO CONSIDER
(FOR $5 MILLION OR LESS)

Provides privacy, avoids probats,

KEY

SOURCES:

TAKEAWAY:

HAVE OPEN, ONGOING FAMILY COMNVERSATIONS.
Start early and keep communication ongeing about values, goals,
inheritances, and expectations. Transparency reduces surprises
and strengthens relationships.

CREATE AN ESTATE PLAN WITH CLEAR DOCUMENTS.
& well-drafted will or revocable trust, powers of attorney, and
healtheare directives provide elarity and minimize confusion
during an already difficult time.

PROMOTE PERCEPTIONS OF FAIRNESS.

Fair doesn’t always mean equal. Consider each child's needs,
cantributions, and circumstancas Communicate your reasoning
to reduce potential resentment.

USE LETTERS OF INTENT OR FAMILY GUIDELINES.
Share your wishas for asset distribution, values, and legacy.
While not legally binding, these documents provide context
and reduce uncertainty.

CONSIDER A TRUST FOR PRIVACY AND FLEXIEBILITY.
A revacable living trust can simplify transfers, avaid probate,
and allow for terms that encourage responsible stewardship
without unnecessary restrictions.

ESTABLISH A SIMPLE FAMILY GOVERNANCE FRAMEWORK.
Create a family charter or agreement that outlines communication

norms, decision-making processes, and how future wealth—
including inheritances—should be managed.

Expert Source:

The American College
of Trust and Estate
Counsal (ACTEC)

Expert Source;
National Association of

Estate Planners & Councils
{NAEPC)

Expert Source;

Dr. Janeen Sproull,
Family Wealth Advisor,
UBS (2022)

Expeort Source:
WaalthCounsel
Estate Planning
Best Practices

Expert Source:

The Amarican Collage
of Trust and Estate
Counsal (ACTEC)

Expart Source:
Family Enterprise USA
(FEUSA)

Best Practices

Good governance is about people, not just paperwork. With clear communication,

fair planning, and simple structures, families can protect both wealth and relationships.

and allows for clear distnbubion
Instructions.

1 OR 2 TRUSTEES (FAMILY OR PROFESSIOMAL)
s‘l Keep it simple. Co-trustees can balance

family invalverment and professional

oversight

Encourage responsible use of inheritances
while protecting assets from creditars,
divarce, ar mismanagement

SPEMDTHRIFT AND IMCENTIVE PROVISIOMS

FAMILY MEETINGS (ANNUAL OR BI-ANNUALY
:“ Review goals, share updates, and keep
the next generation Informed and engaged.

LEGACY BEY'OND MONEY

' Share stories, values, and life lessons,
A meaningful legacy lasts longer than
ary inheritance,

KEY REMINDERS

Start the conversation before there's a need.
Clarity today prevents conflict tamarrow.
Dacument your plan and keep it updatad.

Traat all children with respect and transparency.

Professional guidance is an investment in harmony,

The American College Maticnal Association of
of Trust and Estate Counsel [AMCTEC) Estate Plannars & Councils (NAEPC)
actec.org naepc arg

Dr. Jangan Sproull,
Family Wealth Adviser, UBS
whs.comyTamily-officedinsights

WealthCounsel
weaithcounsel com

Famﬁ:,- Enterprise USA [FELISA)
familyenterpriseusa.com

This information is for educational purposes only and not legal or tax adwice. Consult your attarney, CPA, and financial advisar
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NAVIGATING INHERITANCE CONFLICTS:
BEST PRACTICES FOR FAMILIES

Canflicts over maney and meaningful pessessions are common—but they don’t have to
damage relationships. Use these expert-recommended practices to promote fairness, SPECIAL CONSIDERATIONS

honor intentians, and preserve family harmony. . FINANCIAL ASSETS

D

OO0 000
Lo

KEY TAKEAWAY

SOURCES:

COMMUNICATE EARLY AND OPENLY.

Encourage honest conversations about values, wishes, and concerns
before and after the wealth transfer. Transparency reduces surprises
and builds trust.

FOCUS ON FAIRNESS, NOT EQUAL SHARES.
Fairness considers each family member’s needs, contributions,
and dircumstances. Explain the reasoning behind decisions.

ADDRESS SENTIMENTAL ITEMS THOUGHTFULLY.

Personal property often carries deep emotional value. Create a plan—
such as stories, letters, or a process for selection—to honor meaning
and minimize hurt.

USE A NEUTRAL THIRD PARTY WHEN NEEDED.
A trusted advisor, mediator, or facilitater can help manage difficult
conversations and keep discussions constructive.

CREATE CLEAR PLANS AND DOCUMENTATION.
A well-drafted estate plan, letter of intent, and inventory of personal
property can prevent confusion and reduce the potential for disputes.

KEEP THE BIG PICTURE IN MIND.,
Remind the family that the greatest inheritance is often love,
values, and legacy—not just assets or things.

ACTEC WealthCounsel
actec.org wealthcounsel.com

The Legacy Cockbook
by Karen Ann Quigley

Expart Source:

The American Callage
of Trust and Estate
Counsel (ACTEC)

Expert Source:
WealthCounsel
Best Practices

Expert Source:

The Legacy
Cookbook
by Karen Ann Quigley

Expert Source:
Institute for Conflict
Management (ICV])

Expert Source:

National Association of

Estate Planners & Councils

(NAEPC)
Expert Source:
Dr. Ren Deal,
Maving Your
Family Forward

Thoughtful planning, open communication, and a focus on relaticnships

are the best tools for navigating inheritance conflicts and preserving family harmony.

Institute for Conflict Management NAEPC
web.icmnet.org

‘ Be transparent about what exists and how it
will be distributed. Explain the "why" behind

major decisions.

PERSONAL PROPERTY

‘i‘ Recognize emotional attachment. Consider
rotating choice systems, auctions with play
money, or creating shared keepsakes,

BLENDED FAMILIES & COMPLEX DYNAMICS
h’é Acknowledge potential sensitivities and seek

guidance to address unique family structures
with care and fairness.
KEY REMINDERS
o Listen with empathy and validate feelings.
0 fAvoid comparisons between siblings or branches.

o Keep conversations ongoing, not one-time events,

0 Seak professional guidance before conflicts escalate.

Dr. Ron Deal

naepc.org rontdeal.com
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Tips for Counseling Clients on the Estate
Planning Process

Communication
Frameworks for Planners
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A ® Good estate planning

BUILD THE RIGHT PLANNIN(

The foundation of a successful trust and estate plan is
qualified, coordinated, and experienced professionals.

SPECIALIZED EXPERTISE. COORDINATED ADVICE. BETTER OUTCOMES.

Each professional brings a unigue and essential perspective to your client's plan.

ESTATE PLANNING @

ATTORNEY

Designs the legal structure of the
plan, ensures assets are titled
correctly, and documents your
client’s wishes in accordance

with state law. wealth.

“'I Protects intent, ‘__,}

:;: Provides legal I
cartainty. I I

Evaluates tax implications,
madels strategies, and helps
structure the plan to minimize
taxes and preserve after-tax

CPA [ TAX FINANCIAL
SPECIALIST ADVISOR

Aligns the estate plan with
vour client’s overall financial
plan, cash flow needs, risk
tolerance, and long-term
goals.

Optimizes outcomes.
Reduce= taxes
Preserves more,

WHY THE RIGHT TEAM MATTERS

TRUST OFFICER
(WHEN APPROPRIATE)

Provides institutional experience,
fiduciary oversight, and continuity
in.administration—especially for
complex or multigenerational
plans.

Provides continuity.
Adds fiduciary
oversight.

Poor planning and lack of coardination can have lasting and costly consequences.

of families say conflict
is their greatest worry
about wealth transfer.

g

Sowrce: Coring for the Frure

aff Family Wealth 2073, PWC

table Ealt:,',

view it regularly,

M

70%+ $7 BILLION+

of estates are not ‘; lost annually due to
updated after major poor planning, family
life ewemnts, conflict, and taxes.

Saurca; Caving for the Fintwns
of Furily Wealth 3023, 3

A ISKS OF GOING IT ALONE
OR USING UNDERSPECIALIZED ADVICE @

Documents that don't wark together

Increased Bamily conflict and confusion

Court invehameant and unnecessary costs
Unintendad bemeficiaries and pode sutcomes

20000

: | THE RIGHT TEAM TODAY. THE RIGHT LEGACY TOMQORROW.

rtise. Coordination. Steward:

hin. That's the difference: eat plan m

Source: Wealth Manogement.com, 2023

i
Missetl tax savings and planning opportunitiss m F

2 of trust and estate
g /3 litigation gtems from
N miscommunication

! \ and unclear intent.
—
—

Source: ACTEC Foundation,

Trust Litigation Report

AUTHORITIES THAT GUIDE BEST PRACTICES
= Unifarm Trust Code (UTC)

5§ BOZ, BO3, 804 — Doties of Loyalty, Prudenca,
and Impartiaity requir specalized knowladge
and faithful administration.

ACTEC Model Rules of Professional Conduct
Emphasize cempetence, collaboration, and
achbeyg in the best inberesis of the client

= AICPA Personal Financial Planning Section

Best Practices
Recommends a ieam-based, collabaratioe
planning approach,

Session 4: Estate Planning Masterclass FEN
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E RIGHT

A well-drafted trust with the wrong trustee can fail.
A simpler trust with the right trustee can succeed for generations.

TRUSTEE IS OFTEN MORE

SELECT THE RIGHT TRUSTEE

‘ ‘ The trustee is the
heart of the trust.
Choose wisely.

WHO CAN SERVE AS TRUSTEE?

| [}
! (1
q@u
Each option has strengths and considerations,

O O ©

INDIVIDUAL FAMILY CORPORATE
TRUSTEES TRLISTEES TRUSTEES
A trusted edividual tiay bring deep Professional sxpertise,

with tha skills, time,
and wilingness to
nErne

understanding and
commitrment, but can
create conflict or bias.

PERGUTEET, RYSTOME,
and continuity,

o The best choce dnpends an your fhmlly_ st Durnp[qxil’, and h:lng-h:rrn goals.

COMMON TRUSTEE FAILURES & FAMILY CONFLICT RISKS

0O 6 & ©

IMPORTANT THAN THE TRUST DESIGN.
ACTEC
THE 3 ESSENTIAL QUALITIES OF THE RIGHT TRUSTEE
Use these as your evaluation framework.

CO-TRUSTEE 3. LONG-TERM

STRUCTURES 1. COMPETENCE 2. OBJECTIVITY CONTINUITY
Carpleria stranjgths » Understands trust « fcts solely in the besy = Willing and able to sarve
{e.g., farmily insight adrministration, imvestmants, intarests of bonnficiaries for the long term
*+ Instituthonal taxes. and accounting « Mvoids favoritism and + Hes & susesssian plin
expertise] + Has relevant experience conflicts of mberesy if circumstances or

snd resoirces + Can make difficult generations change
« Can mahe informed, decisians imgartially = Provides stability across
prudent decisions time and transitions

FIDUCIARY RESPONSIBILITIES: THE TRUSTEE'S STANDARD OF CARE

Trustees have legal duties that cannot be delegatad.

©

DUTY OF PRUDENT

DUTY TO ADMIMIER ' DUTY OF LOYALTY N presialiiyady

LACK OF SHILL CONFLICTS FAVORITISM OR LACK OF TIME (uTC § 801) (UTC & 802) (UTE § B04)

OR EXPERIENCE OF INTEREST PERCEIVED EIAS OR RESOURCES CUMMHNH‘.‘ATIDN e # . .
Poor decigines, Saif-dealing or diwidod Linaoqund tresimreet Drvercoemmittied trosmees Silence and wurprises Mm'm‘.‘"”h.m“m At bakdy In tha .i|l$|'m’.l|! Aafrminister the trust @ o
moed apportunities,  |oyltes con boanch Inniks i resentiverd, mity fall behind or are the leaday couses I.O-ﬂd K el 31 iy i, of S o i i prusent perssn woald,
ardd unrceshany fielusiry distien el daputen, and gatian,  maks aveidalig of Tarmily conflict with the tistis. and purpiases swaild condlicts of Intarest carisidering the purposei,
et daimagn trust. it e of tha fiust. and self-doaling. 1ormms, and sveumtances

] Magrly T0% of trust and astote disputes imvolve sllagations of breach of fiduciary duty Theze duries are the foundation of svery trustes decision

aF poar CDmimen | cathar, Soudes ACTET Tl Litigation Rapasd

AUTHORITATIVE GUIDANCE
o Unform Trust Code §5 801, 202, 804

@ = Restatemnant (Third) of Trusts &S 77-79

( + ACTEC Commentiries on the hodal
Hules of Profadsionad Conduct

= ACTEC Foundation — Trustee Sebection
Considerations

This materfal i for educations parposas only and

Breach of these duties can result in removal, hability, and litigation

KEY QUESTIONS TO ASK WITH CLIENTS

Daoe thic parson or institusion have the right axpartise?
Can they be objective and avald conflicts?

Will they b willing and able te ssrve for decades?

Iz thene a successson plan if crcumstances change?

Hovw waill beneliciaries feel about this chaice?

should not be considesed legal, tox, oF investment advice. Consult quadified prefessionels regarding your specific situation.

Session 4: Estate Planning Masterclass FEN
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, PILLAR 3

| ENGAGE THE

EN ( AMUDP I

The strongest estate plans don't just transfer wealth—

they preserve family unity, values, and leg

i communication

THE 3 MOST IMPORTANT THINGS FAMILIES SHOULD KNOW

0 e ®@ TALK EARLY AND e
SR ALK OFTEN

Open, honest conversations create
clarity, alignment, and trust.

o Silence breeds assumptions, unmet expectations,
and future conflict.

# Share your values, intentions, and the purposa
behind your plan.

# include all Family members who may be impacted—
not just beneficiaries.

{3 KEY ACTIONS

ﬁ Schedule a dedicated family meeting:
a Encourage gquestions and listen.
g Rewvisit conversations as life and circumstances change

PREPARE YOUR FAMILY
AND CLARIFY ROLES

Prepared heirs and clear expectations
lead to better decisions and stronger outcomes,

s Help heirs understand their future roles, responsibilities,

and the importance of stewardship.
& Clarify the trustee's duties, decision-making process,
and haw communication will be handied.

®  Education today builds confidence and reduces the
risk of future conflict,

[0 KEY ACTIONS
ﬂ Educate beneficiaries about the plan and their roles.
ﬂ Discuss how decisions will be made

a Empower the next generation for success,

WHY IT MATTERS

70% 60%+ 3x

of families lose wealth or
refationships due to poor
cOmmuncation.

Sopveer Family Busimess inshitune, 2022

I
\

you help preserve unity, purpose, and their lasting

ARE BUILT O

of estate litigation iz coused
by family conflict, not unfairmess.

Source: ACTEC Trust Ligoteon Seport

Families who engage in-earfy,
open communication are 3x HOMOFrOW.
maori likaly to achieva a smoath
wealth transfer,

KEEP THE LEGACY
AT THE CENTER

A shared I.egar:y and purpose unite
families across generathons.

= Focus on mone than money—pass down values,
principles. and purpose,

= Align your estate plan with what matters most
to your family,

A mennm-gful lg;gzu:y strengthens reLnt-onshups
and enduras owver time,

@ KEY ACTIONS
G Define your family's values and legacy goals.

G Incorporate philanthoshic and purpose-driven planning.
€ colebrate and communicate the family story,

Strong conversations today
lead to stronger relationships

Srurce: Henand Business Beview
Analytic Sendees, “The Freily Facton® S0

Sewrcd; Frasell Reynodas Associaten, 2000

le

families preserve an wealth—

ACTEC Guidanca

£E600

AUTHORITATIVE GUIDANCE

Unifarm Trust Code §§ BO1, BO2, 504 The best estate plan
Crities of Lananlly, Prugenes, dnd Addvimsbetion

Restatomant (Third) of Trusts §& 77-79
Trwstee Dutiew and Stondard of Conduct

in the world cannot
heal a farmily that
vevar Bad the
chance to talk.

Family Communicotion and Trestes Salnchion BElr Proctices

Session 4: Estate Planning Masterclass FEN
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PILLAR 3

NGAGE THE FAMILY

The single greatest cause of
family conflict in estate matte
EN f h TODAY
ites arise not from the plan itself, but from surprises,
confusion, and unmet expectations.

is poor communication,

HOW TO ENGAGE THE FAMILY EFFECTIVELY

WHY FAMILY ENGAGEMENT MATTERS BY THE NUMBERS
Pranctive, thoughtful conversations create clarity and confidence

* 700
HOST A FAMILY MEETING m 70%
Arirg Koy family members togather (irtually oF in parson) of familius lose
wiealth or relationships

! Ei ii l o dhisouss goals, vatues, and the purpose af the plan
due o
REDUCES PRESERVES SURPORTS TRUSTEE PROTECTS LOWERS LITIGATION il S
FUTURE COMFLICT HARMONY SUCCESS THE LEGACY RISK & COST SHARE YOUR INTENT o S S —
\-._‘P Explam the “wrv” bahind your plan—your values, hopas, Mt be. OB
Oipar CofrworaSlion: Familias thal Truatiss mraka bettor Shimrad valiois and gondn | Trivwparency and and what you want the legacy to sccomplish,
clarify maarions, se1 Enrrimr il weil| pcidning whvm sl o g Eivi s Py & TR
Epubctations, and . Il’lp.b('"lrr g b SLay beneliciaie unll;rr‘dan.rl |r|—.i||-|"|1.|mlh wsalth thie strongr ;.‘l:l'i’lil:lﬁ—l. EDUCATE & PREPARE BENEFICIARIES ED%
reduce misunderstandings unitesd across the plan and thair roles and family purposs of lower sstate litigation, Help hairs snderstand their futurs rales, responsibilities, +
il v bment BT tion. and the impartance of stewardship of extatn litigation iz
cmsted by family
P x conflict, not undaimess
Families that talk about wealth, values, and legacy ara mare likely to keep both _l I l El‘::::f:-['::':iffu::i“:ﬁfrsif:ﬁiE’JF‘::I:_E‘TE' Source: ACTEC Trust
Saurree Hanuerd Business Review Analyte Sennees, “The Farmily Foctar,™ P0ZT f-2. ¥ 3 wrd el o Al e - Libigation Report
COMMON COMMUNICATION MISTAKES TO AVOID SO WAL TAN ONGOING CONVERSATION ~a 3%
.'-‘ Revisit the plan as life changes. new generations join, I e SR B o
arsd chreurnstanoes evolve . . — r;:-rrmun-::;x b %
—% Zu maowe Hkely £ achisne
. smooth wealth transfer.
Souwrcer Furasel] Moyl
KEEPING IT IGNORING FAMILY OVER-SHARING NOT LISTENING ONE-TIME iy
A SECRET DY NAMICS SEMSITIVE DETAILS CONYERSATIONS E.j" . o
Surpeises almost Lin aiche ress s Too miuch One - aay - carTLIR e e A ‘ ‘
abatogs lead 1o confliet, sibling wmformation toos CoMmeersationg should he ongning, FAMILY VALLIES ALY I OLES & TRUSTEE FLAWMGSTL !
Buspician and rivalry, or blsnded RO CAO G s concerms and wat & aingle & DURSOSE ISIRILITIES SELEL AL
canflict Tamily SaUea can anidty or create misaad R Ting event - " e et = s
B i L enibithament opportunities. Wehat marters Wit cio v hopa Wi will e Why e trastes A ben 14 prachern ar arsad
mast o our o v ith will wihat, and how and what de we togalaed o F atead 50 tonta
famiy? accomplish? walll dpcisinns expact from fhattor 64 Ak e goetcation,
o Intent without communication i just & decument. Communication brings intent to Life. be mada? them? acdre aloation

AUTHORITY & GUIDANCE

REMEMBER
@ 55801, 802,304 T 66 13-4 e i ' Lt i oy The best estate plan in the world
s % Tt - ety Coevras 4 by t just help them preserve wealth a3 i e
Duties of Layalty. Trustoe Duties e Trustes Saledt oo e e e cannot hisala family that never
Prudence, and and Standnrd Bamt Princtices PrEgst Ve Wikt ML T had the chance to talk
Administration of Conduct

SOLURCES: ACTEC Foundation {Trust Lit an Ropart) = Harvard B 3 Vi b Family Fa

stmeant a
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Source: Robert H. Sitkoff

'I}] Best
Practices

ROBERT H. SITKOFF

John L. Gray Professor of Law
Harvard Law School
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WHY COURTS, ATTORNEYS, AND FINANCIAL PROFESSIONALS

IME mm. HARVARD
\B®,/ LAw SCHOOL

WHY HIS PERSPECTIVE MATTERS

—— LISTEN TO PROFESSOR SITKOFF —

DISTINGUISHED CREDENTIALS

Reporter for the Restatement (Third) of Trusts

WESTATEMENT

[THIRD] oF

ROBERT H. SITKOFF

John L. Gray Professor of Law
— Harvard Law School

Professor Robart H. Sitkoff is widely
racognized as one of the natien's leading
autharities on trust and fiduciary law.

His scholarship, teaching, and legal
writing have influenced the development
and interpretation of trust law
throughout the United States.

Professar Sitkoff's scholarship
ﬁ has influenced courts, practitioners,
L
lawmakers, and students through
his leadership on the Rastatement
[Third) of Trusts and his authorship
s of some of the most respected

trust law authorities in the
United States.

TRUSTS One of the most authoritative legal sources courts

rely upon when trust law is unclear or evoving.

Co-Author of The Law of Trusts and
Trustees (Bogert)

One of the most respected and frequently cited
trust law treatises in the United States.

Co-Author of Wills, Trusts, and Estates

One of the leading law school casebooks used
to educate future attorneys and trust professionals.

Frequently Cited by Courts and Legal Scholars
His work is regularly referenced by state supreme
courts, appellate courts, and academic commentators
addressing complex trust and fiduciary issues.

Advisor to the Uniform Law Commission
Contributed expertise on trust law matters
affecting uniform legislation adopted

across multiple states.

Leading Voice in Modern Trust Law

Recognized nationally for his work on trust modification,
fiduciary duties, trust administration, and adapting
trusts to changing circumstances.

Session 4: Estate Planning Masterclass FEN

Professor Sitkeff's scholarship
has helped shape the modern
understanding of how trusts
should be administered,
interpreted, and modified when
circumstances change.

His work emphasizes balancing
fidelity to a settlor’s intent with
the flexibility necessary to address
evolving family, financial, tax,
and legal realities.

2O

5/ atl

R

AUTHORITATIVE SOURCES

@ Harvard Law School Faculty Profile

Amarican Law Institute,
Restatement {Third) of Trusts
(Reporter; Robert H. Sitkoff)

& Sitkoff & Ascher,

The Law of Trusts and Trustees (Bogert)

& Sitkoff & Dukeminier,

Wills, Trusts, and Estates

& Amaerican College of Trust

and Estate Counsel (ACTEC)
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5 Things

that can go
WRONG

FAILURE TO PROPERLY OVERLY BROAD FAILURE TO ADDRESS
FUND THE TRUST | DISTRIBUTION STANDARDS TRUSTEE SUCCESSION

MISTAKE: The trust is signed, but assets are l MISTAKE: T"’f trust ali:::n's dlistr ih“'ﬂ”“"‘]"‘r a8 i nN D REMG“AL
never retitled into the trust's name, beneticiary's "comfort,” “happiness,” or "hest interests MISTAKE: The trust names only one trustes or

without clear guidance. provides no practical mechanism for removal.
¢ wHaT nuEﬁj EE";".H;E;:E = EROBLENS. (;/H;a;;\
CK"HEST INTERESTS" TH.ﬁN ME’ i il I EASY WaY TO

WE HAVE
A& TRUST—

WERE REALLY mur o AGING REMOVE OR
AL SET! ] S  HEATHISSUES | . REPLACE HINI
STILLIN i ¥ AR s

MY NAME

PROBATE
§ REQUIRED 8

+" UNCOOPERATIVE

. SOLE TRUSTEE
WHY IT MATTERS:

Unfunded assets may be subject to probate
despite the existence of a trust.

WHY IT MATTERS:
Vague standards invite family disputes,
trustee liability. and costly court involvement.

WHY IT MATTERS:
Without a succession or removal mechanism,
beneficiaries may need expensive court proceedings,

IGNORING CHANGES ' FAILURE TO BUILD IN FLEXIBILITY ‘

IN TAX LAW FOR FUTURE CIRCUMSTANCES

MISTAKE: Trusts are drafted using formulas tied to MISTAKE: The trust assumes taday’s laws, famnily structure,

estate tax exernptions that later become outdated, and economic conditions will remain unchanged.
THE LAW TR

FEDERAL ESTATE CHANGED— ATRUST MAY ﬁ & "
TAX EXEMPTION BUT THE TRUST LAST FOR

$13.51M : 1 GENERATIONS— CHAMEES [N sn:-uums DIvORCE

- — BLALD IN TAX LAW =
FLEXIBILITY? X L_... 3
K G c 8
b, cias | peOvECTow | avomiek sare

g
WHY IT MATTERS:

Flexibility tools (bust protectors, decanting, powers of appeintment,
directed trostee provisions| allow the trust to adapt over time

fromr——

WHY IT MATTERS:
Outdated formulas can create unintended tax

results and disinherit family members.

Session 4: Estate Planning Masterclass FEN
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BEST PRACTICES FOR DISTRIBUTION STANDARDS AND LANGUAGE

Clear standards. Thoughtful language. Fewer disputes. Better outcomes.

WHY IT MATTERS BEST PRACTICES

1. USE ASCERTAINABLE STANDARDS
Define standards that can be measured by an
abjective person. Avoid purely subjective terms.

Vague distribution language is one of the leading
causes of trust litigation and inconsistant
administration among trustees.

@

DISPUTES

LITIGATION

TRUSTEE LIABILITY
CREDITOR RISK

“Comfort”
"Happiness”
“Best Interests”

4. REQUIRE GOOD FAITH AND DOCUMENTATION
Direct the trustee to act in good faith and
document the reasons for distributions.

Well-drafted standards provide guidance,
protect trustees, and carry out the settlor's intent.

The Trustes may distribute income and/er prinsipal to or for the banefit of any
beneficiary, in the Trustee's sole discretion, for that beneficiary's health, education,
maintenance, and suppart, including suppart in 8 manner consistant with the
beneficiany's accustomed standard of Kvirg, considering all relevant circumstances
In making distributions, the Trustes may consider, without Fmitation

@ The beneficiary’s age, health, occupation, skills, and education;

The beneficiary’s Fnancial resouress, including other assats and incame;

B Current and InI'u:l-pd!nd rweds,

& Any special needs of the benaficiary;

& The size and nature of the trust estate; and

2 Any other factor the Trustee considers refevant.

The Trustes shall act in good fsith and may rely on information reasonably
believed to be accurate. The Trustes is not required to make distributions to any
benefician.

ﬁ Authoritative Source: The Law of Trusts and Trustees (REV. 2023) by John H. Langbein
Widely regarded as the most respected and influential treatise on trust law in the United States.

2. INCLUDE EXAMPLES AND FACTORS
Provide non-exclusive factors to guide the trustee
in making distribution decisions.

Give the trustee flexibility, but set boundaries
{e.q., for health, education, maintenance, and
support).

5. CONSIDER TRUST DURATION AND BENEFICIARIES

Tailor standards to the beneficiaries” ages,
needs, and life stages over time.

o 6. REVIEW AND UPDATE PERIODICALLY

Ensure the language remains appropriate for
current laws, family circumstances, and settlor intent.

EXAMPLE OF WELL-DRAFTED DISTRIBUTION LANGUAGE

&
@
. o 3. BALANCE FLEXIBILITY WITH GUARDRAILS
&
@

WHAT TO AVOID

"Comfort, happiness, and best interests”
Too subjective and open-ended.

Unlimited discration with no guidance

Imvites inconsistent decisions and |tigatian.

Mo distinction between principal and income
May cause unintended deplation of trust assets.

MNo requirement to consider other resources

Could encourage over-distribution.

Mo standards for extraordinary requests
Large or unusual distributions need higher scrutiny.

WHAT THE EXPERTS SAY

€6 Vague standards of distribution are a fertile source
of litigation... The settlor can aveid much of this
trouble by expressing fiduciary discretion in tarms
that provide meaningful guidance to trustees,
- PROFESSOR JOHN H. LANGBEIN

Sterling Prafesser of Law Emeritus, Yale Low Sehoal
Authior, The Law of Trusts and Trustess frev. 2023}

Clear standards today.
Trust harmany tomerrow.
Protect your intent. Protect your family.

Session 4: Estate Planning Masterclass FEN
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BEST PRACTICES AND LANGUAGE T0
ADDRESS TRUSTEE SUCCESSION AND REMOVAL

Plan ahead. Provide options. Protect your trust and your beneficiaries.
BEST PRACTICES
NAME SUCCESSOR TRUSTEES SAMPLE LANGUAGE

*Mame at least one successor trustee, “Upen the resignation, removal, incapacity, or desth of a Trustes, the Successor Trustes
named in Article ___ shall serve. If no Successar Trustee is then able or willing to serve,
the remaining Trusteals) may appaint a qualified suceessar”

WHY IT MATTERS

Trusts often last for decades.
Circumstances change and trustees may:

@ Die or become incapacitated

e Move away or become unavailable

«Consider naming co-trustees or
a corporate trustee as a back-up.

GIVE A CLEAR APPODINTMENT POWER SAMPLE LANGUAGE

Ensure remaining trustess ar a trust “Any Trustee then serving may appeint an individual or corporate successor
@ Develop conflicts of intarest protectar can appoint a successor trustee who i not a beneficiary of the trust.”

if needed.
0 Recam Insfisctieics uncoopersive £9 PROVIDE A PRACTICAL REMOVAL MECHANISM SAMPLE LANGUAGE

_ e » Allow removal for cause and, if appropriate, "& Trustee may be removed for causs by the vote of a majority of the then<current

Without clear succession and removal provisions, ‘9 withaut causs, income beneficiaries who are nat subject te a substantial advarse interest. A Trustea
baneficiaries may be forced into expansive + Avaid requiring unanimaus beneficiary may be remeved without cause by the same vore”

court prul:eedlngs and duln‘y. consent,

DEFINE “CALSE" SAMPLE LANGUAGE
WHAT TO AVOID 0 m Include objective standards to guide “Cause shall include: {i) breach of fiduciary duty; (ii] gross negligenca or willful

decisions and reduion the ridk of diaputes: misconduct: (i) incapacity; (ivl conflict of interest; or {v] failure to administer the

g MNaming cnly one tristee with no successar trust in good faith.”

9 Requiring unanimeous beneficiary consent for remowal. ADDRESS INCAPACITY AND RESIGNATION SAMPLE LANGUAGE
« Allaw trustees to resi “# Trustea may resign upon 30 days’ written notice to the other Trustea(s), A Trustee
g No clear standard for removel. . Sp:‘:F],rrtnuﬁc:pr:n$s T P ——— shall be deemed incapacitated upon the written opinion of a physician that such
9 Mo process for incapacity or resignation. (e.g., written opinion of a physician). Trusteo is unable to manage his or her sffairs.”
€3 Silence on illing vacancies. PROVIDE FOR FILLING VACANCIES QUICKLY SAMPLE LANGUAGE
Empower remaining trustees or a trust “Any vacaney in tha effice of Trustes may be filled by the remaining Trusteas(s] or
protector to act promptly to avaid by the Trust Protector, and the person so appointed shall have all the powers of a
administrative gaps. Trustee hersunder™

WHAT THE EXPERTS SAY

TRUSTEE SUCCESSION & REMOVAL CHECKLIST

Authoritative Source:
Restatement (Third) of Trusts § 37, emt. e (2007)

The Restatement (Third) of Trusts, widely
regarded as the preeminent authority on LS,
trust law, emphasizes that trust instruments
should include flexible mechanisms far trustes
succossion and remeval te ensure offective
administration and te adapt to changed
circumstances over time.

@  Areatleast one sugcessor trustae (or meral named?

a Can trusteas appoint a successer if no succossor is available?

Is there a dear remioval mechanism for cause?

Can a trustea be removed without cauze by an chjective stendard?
I “causa” defined in the trust?

Can a trustes resign, and is the process specified?

Is incapacity addressed with a practical standard?

Is thara-a process to fill vacancies quickly?

Do provisions aveid requiring unanimous beneficary consent?

€6 A well-drafred trust anticipates change in trustees
and providas a flaxible set of tools to address i,
Clear succession and remoual pravisions are
essential to avoiding court involvement and
preserving settlor intent.”

-

(Il 'l-_':'% = PROFESSOR ROBERT M. SITKOFF
Harynee Law Sehosl

Author, The Law of Trusts frov. 20230 and
Rastatamand [Third) of Trrats: Boparter

Qe300 0
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and other regulations will change.
A rigid trust can create unintended
taxes, limit planning opportunities,
or defeat your intent.

A flexible trust
can adapt without
court involvernent.

9 Unintended tax consequences
when tax laws change.

Loss of asset protection
as laws evalve.

Inability to qualify for
planning opportunities
nat available today.

Outdated definitions or rules
conflict with new laws.

9 Court involvement and cost
to obtain modifications.

Tax laws, creditor laws, beneficiary laws,

COMMON RISKS OF A RIGID TRUST B ﬁ:

BEST PRACTICES AND LANGUAGE T0
. ADDRESS INEVITABLE CHANGES IN THE LAW WITHIN A TRUST

Build flexibility today. Protect your intent tomorrow.

4

1. INCLUDE A SAVINGS CLAUSE

= Ensures the trust is interpreted in a manner
that preserves its validity and intent if any
provision bacames invalid under future law.

2. GIVE BROAD TRUSTEE POWERS

= Grant trustoes the power to adapt the trust in
respanse to changes In law or circumstances.

3. ALLOW FOR MODIFICATIONS
WITHOUT COURT

& Allow maodifications that further the trust’s
purposes and are permitted under law.

4. AUTHORIZE DE-CANTING

» Permit the Trustee to transfer assets to 2
new trust {a "decanting trust”) to take
advantage of mera faverable laws.

5. USE FLEXIBLE DEFINITIONS

= Define key terms (e.g., income, principal,
descendants) by reference to applicable law
as it may exdst from tima to time,

6. INCLUDE A DISTRIBUTION STANDARD

THAT EVOLVES WITH THE LAW
= Tie cistribution authority te what is allowed
under applicable law.

AUTHORITATIVE SOURCE: The Restatement (Third) of Trusts § 66 c6 emt. e (2007)
The Restatament (Third) of Trusts recagnizes that trust terms should be sufficiently flexible to adapt to changes in law and circumstances to carry out the settlor's purposes.

SAMPLE LANGUAGE
"If any provision of this Trust is held invalid,
Pegal, or unenfarceable under future law,
the remaining provisions shall net be afected
and shall be interpreted to carry out the
Settlor's intent to the fullest extent permitted
by lawvar ™

SAMPLE LANGUAGE

“The Trustes shall have all powers necassary
or advisable ta administer the trust. including
the powesr 1o take any sction that the Trustes
determines. in good fith, to be appropnote
m light of changes in applicable law”

SAMPLE LANGUAGE
“The Trustee may modify the agminictrative
ar dispositve provisions of this Trust, without
the consent of any court, if the Trustee
determines in good faith that such madification
= consistent with the Settlor's intent and
permitied by applicable Law."

SAMPLE LANGUAGE
“The Trustee iz authorized to transfer all or
part of the trust property to ane or mare
decanting trists that the Trustes determines
n good faith will further the purpeses of this
Trust and are permitted by law.”

SAMPLE LANGUAGE
“&ll terms not otherwise defined in this Trust
shall be interpreted in accordance with the
laws of the state of the Settlor’s domxile
as-such laws may be amendsd or re-enacted.”

SAMPLE LANGUAGE
“Distributions may be made to a beneficary
ta the extent permitted by applicable Ew,
including any changes in that law.”

Session 4: Estate Planning Masterclass FEN

&£ Flexibility is the hallmark of good trust
drafting. & modern trust should be a
dynamie instrument—able to respand
to changes in tax law, family circumstances,
anrd societal needs without defzating
the settlor's intent.”

- PROFESSOR JOHN H. LANGBEIN
Sterfing Professcr of Lvw Emeritus, Yale Law School
Author, The Low of Trusts and Trustees (rev, 2023)

TRUST FLEXIBILITY CHECKLIST

o

Savings clause included?

e 0

Power to decant to a new trust?

Flaxible definitions tled to applicable kw
a3 amended?

O 00

Distribution standards that adjust to
law?

Authority to allecate among incoma,
principal, and other sources?

o

Q Regular review process in place?

Broad trustee powers to act despite changes in law?

Power to medify trust provisions without court approval?




Plan for today. Provide for tomorrow.
A flexible trust adapts to life's inevitable changes.

WHY IT MATTERS BEST PRACTICES AND MODEL LANGUAGE

Friuv-Camn: el i (1] USE BROAD, INCLUSIVE PURPOSES ., . o e tor
Relationships change. Circumstances ) FAEERD IR AL, PG TR E

+ tllow for a wide range of needs benefit of any beneficiary for health, education,
change. Thoughtful trust language malntinance, support, and general welfars,
ensures your plan continues to work

d circumst ;
e e Inclwding in the discration of the Trustes,
as life evolves.

“ A well-drafted trust anticipates change and
provides the fiduciary with the flexibility to
respond to it. The goal is not to predict the

» Bwoid narrow or avesly restrictive terms. for any other purposs the Trustee determings future, but to be prepared for it.”

to ba in the best intarests of the baneficiary.”
- PROFESSOR ROBERT H. SITHOFF

Harvard Law Schoal

E marital or community property.” @ Ao spocal needs and incapacity addressed?
FINANCIAL GIVE THE TRUSTEE FLEXIBILITY SAMPLE LANGUAGE @ 1 thee protectionn the event of divorce or remanioge
A “The Trustesa shall have all powers necessary -
SITUATIONS W™ TN or nchicghln iradkeleiy i s TN by @ Canthe stee ety or st provésios without curt?

COMMOMN RISKS OF INFLEXIBLE LANGUAGE
9 Di;hh-rl'l\'ng o unimwlﬂnnﬂy pam:luding lowed ones.
g Inability to provide far special needs or incapaerty.

'a Trust provigions that no longer reflact
your valuas or geals.

a Court involvement and expense 1o obtan modifications, é

0 Lozz of tax bonefits or sceot protection opporunithes.

ANTICIPATE SPECIAL NEEDS

* Provide authority to create or modify
trusts for disabled or incapacitated
beneficiaries.

ADDRESS DIVORCE AND REMARRIAGE
+ Protect assets from divorce,
+ Clarify treatment of new spouses,

+ Grant broad discretion to respand ta
urforasesn svents.
» Allow decisions in good faith

PERMIT MODIFICATIONS TO PROTECT

INTENT AND BENEFICIARIES

= Allow changes that do not defeat the
settlor's core intent

* Parmit decanting if afowed by low.

PLAN FOR CHANGES IN RESIDENCE

OR JURISDICTION

= Avaid language tied 1o one state's law,

= Allow governing law 1o follow the trustee
of situs of admanistration.

INCLUDE A REVIEW REMINDER

= Encourage periedic raview 1o keep the
frust curment.

= Mot a substitute for lagal advica,

SAMPLE LANGUAGE
“The Trustes may establish and fund one ar
mere supplemental needs trusts for the benefit
of any beneficiary who becomes dizabled,
without regard to age, and medify such trusts
s the Trustee deems sppropriate.”

SAMPLE LANGUABE
“In tha avent a benefidary divorces, that
baneficiary shall not be required to treat
any distribution received from this Trust as

respanse to changes in clroumstances,
including ary powers grented by law, and
may exercise such powers in good faith and

SAMPLE LANGUAGE
“The Trustes may modfy the sdrministrative
or dispaditive provisions of this Trust, witheut
the consent of any court, if the Trustes
determines in good faith that such modification
= eorsstert with the Setilor's intent and
permitted by applicable aw.”

SAMPLE LANGUAGE
“This Trust shall be governad by the lew of
the stata of the Trustes’s principal place of
administration at tha time of administration,
to the extent parmitted by law.”

SAMPLE LANGUAGE
“The Trustws and beneficiaries are oncouraged
1o reviaw this Trust perodicslly and consider
whether any pravisiens should be updoted
m light of changes i lew or dircumstances.”

Authar, The Law of Trusts frev. 2022)
and Restaternent (Thie] of Tasts: Roporter

@ Are ditribution purpsses broed and indusive?

Q Can the trustes respand torunioresesn svents?

@ Does the trust allow For decanting If beneficlal?
& s governing law flasibile to adast i ralocatian?

£ s there an encouwagement for periodic review?

KEY TAKEAWAY

The most effective trusts are
not the most rigid—they are
the most adaptable,

Flaxible language today helps protect your intent,
your assets, and the people you love—
for generations to come.

i, AUTHORITATIVE SOURCE:  Restatement (Third) of Trusts § 64 cit & (2007
I I I The Restatement {Third) of Trusts emphasizes that trusts should be drafted with sufficient Hexibility

Session 4: Estate Planning Masterclass FEN
to adapt to changed circumstances while remaining faithful to the settior’s intent.



Estate Plan Stress Testing
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THE BIGGEST EVENTS THAT STRESS ESTATE PLANS
FOR FAMILIES WORTH $5 MILLION OR LESS

LIFE CHANGES CAN CREATE CONFUSION, CONFLICT, AND COSTLY DELAYS.

These commaon events put the maost pressure on estate plans—and what families should do
to protect their loved ones and their legacy.

DEATH OF A DIVORCE OR e BLENDED FAMILIES INCAPACITY OR MAJOR FINANCIAL CHILD OR
SPOUSE OR SEPARATION OR NEW CHRONIC ILLNESS CHANGE GRANDCHILD
PRIMARY RELATIONSHIPS WITH SPECIAL
DECISION-MAKER NEEDS

[al;

The sudden loss of a partner
of key decision-maker can
croate emational turmeil and
leave a plan unworkable.

WHY IT STRESSES

» Decisions must be made
during grief

= Successor roles may
be undiear

= Family dynamics can
be strained

WHAT TO DO
Ersure successor trustees,
agents, and guardians are
clearly named and informed.

4

Divoree can invalidate
beneficiary designations,
change family dynamics,
and create unintended
mnheritances.

WHY IT STRESSES

¢ Cutdated documents may
bensfit an ex-spouse

» Childran and new partners
may be impacted

* Assels may be tled up
in legal disputes

WHAT TO DO
Review and update all
documents, benaficiaries,
and titles immediately.

New marriages, stepehildren,
ar leng-term partners can

craate confusion and risk
resantrment or disinheritance.

WHY IT STRESSES

* Unclear intent can lead to
family confilct

= Lnequal treatment may be
misunderstocd

* Legal challenges are more
likeely

WHAT TO DO

Communicate your wishes
and consider tools hke trusts,
prenups, and letters of intent.

©
(s

Mness or cognitive decline
can leave no one legally
authorizod to act or make
eritical decisions

WHY IT STRESSES

» Mo autherity to manage
finances or caro

= Bills and decisions may
be delayed

= Court involvement may
be required

WHAT TO DO
Establish powers of attomey,
realthcare directives, and
review regularky

AL
©

A sudden increase or
decrease in wealth, sale of
a business, or inheritance
can throw a plan off track.

WHY IT STRESSES

* Plan may neat reflect
currant roality

* Tax or creditor risks
may increases

+ Gifting or inheritance
strategias may be missed

WHAT TC DO

Q Reuisit your plan after any
major financial avent or
change in assets.

C

A diagnosis or change in
circumstances FEQUIres
special planning to protect
loved ones long-term.

WHY IT STRESSES

* Public benafits may be
jeepardized

* Long-term care costs
can be high

* Planning must be
highly coordinated

WHAT TO DO
Use a Special Neads Trust
and work with professionals
who understand benefits.

REVIEW YOUR PLAM:

Life changes happern—often unexpectedly. Proactive planning, reqular reviews, and open communication
E PP P 2 P 9 Te8 P - At least every 3-5 years or after

i’ ‘: KEY TAKEAWAY
L]

are the best ways to keep your estate plan strong and your family protected.

any major life event.

EXPERT SOURCES

Matienal Assaciation of
Estate Planners & Councils
(MNAEPC)

maspo.org

The American Collage
of Trust and Estate
Counsal (ACTEC)

actec org

WaalthCaunszel
wealthcounsel.com [FELEA)
Familyentevprissusa com

Family Enterprice UISA D, Janeen Sproull,
Family Waalth Advisor, UBS

ubs. comfamily-offica/innghts

Maormingstar
*Top Ectare Planning
Mstakes” Report

morm'rrgstar. com

This information is for educational purposes onfy and not legal or fax advice. Consult your attorney, CPA, and financial advisor.




WHEN THE MATH DOESN’T COMPUTE

The Trustee’s Most Difficult Calculations +

Complex trusts often create valuation, tax, and distribution challenges long after the documents are signed.

TRUSTEE ADMINISTRATION CHALLENGES CRITICAL TIME PERIOD: FIRST 12 MONTHS AFTER DEATH

“Can we determine a fair value, calculate the T 0 . . _ s
correct distribution, and satisfy beneficiaries SAle [ fan Sy bl (07 5 i LN

. . : o Valuatian - Reparting Distributions Planning Decision-Making
without harming the estate?

PRy,  CIRCULAR FORMULAS | ' INFLATION-INDEXED | | VALUATION CHALLENGES -.‘i ’ ILLIQUID ASSET
111 x;ﬁ the Tax S;p:ﬂgs ;n the DISTRIBUTIONS Assets Without Public DISTRIBUTIONS
R uction—and the Deduction When Yesterday's Dollars Market Prices

When the Estate Has
Depends an the Tax

Are Mot Today's Dullars i Value But Mo Cash
I G | THE PROBLEM O =
A\ THE PROBLEM A\ TvE PROBLEM 71\ oSt R A B O A\ THE PROBLEM
Same frusts e formaln clauses tied to: The trust requires infiation-adjusted payments., | ' Erampies: The trust requires equal distr butions.
= Marital deductions ‘

Exampla: $10,000 h The estate owns:
able deductio xample: $10,000 monthly payrment
e ot o e sl ' ﬂﬂﬂ ﬂ % I E'
= Estate tax allocations ar or

What should the payment be today? Commercial | Closely Held | Farms | Develapment
Result: An apparent mathematical loop

: Real Estate Businesses Property One Oine Fammily One farm
Tax affects deduction. Deduction affects tax. | commercial business
P
° TIRUSTEE RESPUNGE TRUSTEE QUESTIONS bullding
& TRUSTEE RESPONSE A ebsamlbiog I Mk x mit TRUSTEE CHALLENGE
a e at ton © = =
© Estate tay softwars = s e © Who datarmines the valus? Hew de beneficiaries receive their inheritance if
Q COMMON TOOLS @ Updats mquired distributions ) Which vaisation date applies? mast wealth is tied up 0 a single asser?
& CPa calculaticns g & Docuinerit met kagy
0TV ax .
& Estate attorney review . |
© Form 708 preperaicn | 1oy nen ) TRUSTEE RESPONSE - &) TRUSTEE SOLUTIONS
L Fesau FORMULA =] COMMON i + Y
imbecg Resouress COMMEN IHBEX 5 - © hdepandent appraisst o e @ in-Kind Distrbutions @ con
HT] [[;.:u;l'llm.uf;tr Price badex *A_ _. i‘;lﬂmrw:} & Business yalustion 5|:?c:i:|.|is! « Discounted Cash Flow [+ ﬁaﬂm;lj‘::::;r Interests ::nrc‘:lun
2 TIMELINE . i ple ﬁ;utmm“"u @ Date-of-death valuation « Capitalizathon of Enrrings © : ¥ licuidagion
- Form 706 due within 8 months of death | Pty abae i = Inflation Kate ([ G Alwenmte vmpation e | |y ot G Asset Sale that harms
{extensions may apphy) s n = MNumher of Pariods | @ Installment Distribution Planning beraficlaries,

" i Trustess frequently encounter valuation issues, liquidity shortages, The more complex the assets, the more
Most estate plans fail during AL : :
KEY TAKEAWAY

Inflation adjustments, and formula-based calculations that require * important it becomes to stress-test how
specialized expertise. the plan will actually work after death.

SDURCES ACTEC Lo RS Form 706 Treasury Regutation Unafesin Bloombarg Tax | Heckedding Instituls | PR Furrdican Soclity
[Amesican College of * byt §20.2032 | T Code ull Estare Planning ‘ or Estate Planring H of Apprasiers
Trust ang E:t.ah:ﬂam'ts-!ﬂ (Ultheriate Vahurtion Date) | Frescurcas | [as&)

administration—not drafting.

Satistics
ICA-11)

Buruaw of Lakai
il
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Ny THE TRUSTEE’S VALUATION & LIQUIDITY CHALLENGE

+ Valuation is Not Just a Number. Liguidity is Not Always Available. «

The greatest challenges trustees face often occur after the first year—when asset values must be determined and distributions are due,

yet the estate lacks the cash to make it happen.

1. BUSINESS VALUATIONS

Determining What the Business s Truly Worth

2. ILLIQUID ASSET DISTRIBUTIONS

When the Estate Has Value, But Not Cash

THE ISSUE
Closely hald businetses do not have public maret prioes
Values can Aucbuste dus 1o market conditions, . .I

eConomic cycles, or the loas of & ey person

TRUSTEE ACTIONS

@ Commission a formsl, dste-of-cdesth retrospoectiee sgaprasal

& Consader the alternate valuation date (B months poat-death)
# it resulls N A ke eetate Tax

@ Engage valuation specislata sxpermnced in clossdy held
Bttt

@ Docwment muthodsiogy and assumptions thoroughly

COMMON VALUATION METHODS

CAPTTALITATION
E OF EARMINGS
Waluers the busersres
b o it abdity

o perwrate Tubure
AT

MARKET
COMPARABLES

DISCOUNTED
CASH FLOW

Projects future cash
Paosars s dhvpoounits bt is b vl
Hrepem 10 presei Clarrapmriees That
wili e Bessery sk

Compares the

KEY CONSIDERATION

Ther choen vl ioe merthod ol date can wupnefeantly ropest G
bermficiary distribution, e Sutire diaputes

@) ADVISOR TAKEAWAY

Valuation and Bauadity planning shouwld be stress-tested before death ooturs

challenges with their trustee, appraisers, and advisors now-—so the plan w

o THE ISSUE
Tha trual mnay Fesguire sgencific dollar AmMountt oF PeftenLDrs

o b dstributed, bt the estate consists of auid acets swch
ko real sttate, private Dusinessirt, of Concantrated hokdogs

TRUSTEE CHALLENGE

How do you satisly benaficiaries fairty without
forcing a premature sale that may harm the estate™

POTENTIAL SOLUTIONS

IN-KIND DISTRIBUTIONS
Distritsute the ssset itiell rtesd of canh, presecvirg value
for all berwficiaries

FRACTIOMAL OWNERSHIP INTERESTS

Dood partial owwreership interests in resl sstate oF Dusansss
atsarts o betrwrhcinries

COMMERCIAL FINANCING
Obtain a loan againe] the saset to provicke Ligukdity for
cath distributions

PLANMED SALE OF ASSETS

Lall the asset when rmuarbopt conddids are Taevorabide arsd
Uity s rsesched .

INSTALLMENT DISTRIBUTIONS

Pay bereficiares over time Bated on a plan alkowed

by Une trunt termrs

®©0000

OVERARCHING GOAL
Proserve long-term value wihile meeting Fduaciary
dutses and beneficlaries” needs.

Encourage clients to discuss potential

8 when it matters most

ACTEC T Trrazury Beguiaton
=1 Form T8 ET A
SOURCES [Amwerica Collegn of Snact - | 003
——— | Trunit amd Extate Comeel) ket Valastos Duds|

T
" "uil Bty - aving nssiute Beorminy o b Areican Tty
Pust G =il Entate Planning on " .I SEpatcy of &jgranery
Reumrcey d i BT LAt
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CASE STUDY: THE $6 MILLION FAMILY BUSINESS

+ A Real-World Liquidity Challenge for Trustees -

Even a well-drafted trust can create a difficult situation when the estate lacks liquidity.
This case study illustrates how a trustee can navigate a complex distribution challenge.

THE SITUATION THE TRUSTEE'S DILEMMA

e Family Manufacturing Company Hﬂw d() }"011 (ﬁstribute 0 Tt v sus] detriections
* Value: $6,000,000 $2 million to each child... Q No cash is available.

* Cash Available: $100,000 e |

o il ...when almost all of the family’s @ T I———

+ Each entitled to: $2,000,000 wealth is trapped inside one business?

@ Beneficiaries may have different goals

i and risk tolerances.
8®p Virtually all of the estate’s wealth m ﬁ ; - ' Adtting within the 12-month
Tln s trapped inside one business, @

administration window.

FAIRNESS TO PRESERVE THE FOLLOW THE
BENEFICIARIES BUSIMESS TRUST TERMS _
POSSIBLE SOLUTIONS FOR THE TRUSTEE A TRUSTEE'S DECISION PATH (44
£6 MILLION FAMILY BUSINESS |
(Primarity Hliquid Assst) , Equal
| - - treatment
| NEED LIQUIDITY? does not
OWNEREHIP BUYOUT INSTALLMENT BUSINESS PARTIAL SALE / | a.fwﬂys
INTERESTS FINANCING DISTRIBUTIONS RECAPITALIZATION LIQUIDATION require
Distribute equal Obtain 2 commercial | Distribute proceeds Restructure the Sell a portion of the {Can Accept Gwmership) equa!
ownership interests loan or outside over time as the business, possibly business or specific assets.
in the business to capital to buy out business genarates bringimg in naw assets if other z = T f PR = P 0 5a I -
: xplare Implemant | eve Falr Use Ownership Implament in- |
each child, Future beneficiaries who cash flow, based an equity or debt to cptions are not Finsncing |- ment |-+ | Distibution inate ~ Distribition ACTEC
liquidity can be do not wich to a plan allowad by craate lquidity feagible or desived Options Plan | overTime Plaa
ereatod over tima. Femain owners, th trust tanms. without a sale, by beneficiaries. I " I file I ——— T — Fiduciary
I Administration

ACHIEVE FAIR, PRUDENT, AND TRUST-COMPLIANT DISTRIEUTION Prieipin

The trustee’s job is not simply to divide assets. (A FAIRNESS (A LIQUIDITY FAMILY HARMONY PRESERVATION FIDUCIARY
Ll . — OF WEALTH — RESPONSIBILITY

KE? T‘&HEAWAY The trustee's job is to balance:

+ A successful distribution often requires creativity—not liguidation. -

Session 4: Estate Planning Masterclass FEN



Case Studies

Trustees to Beneficiaries and more
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CASE STUDY:
). WHEN SIBLING DISPUTES GO TO COURT

A AL The Scenario: Trustee Fails to Uphold His Duty

Two brothers and one sister are equal @ Delays distributions
beneficiaries of their parents’ trust.

The oldest brother is named successor trustee. N, .
Refuses to provide financial records

After their father dies, he delays distributing

assets, refuses to share financial records, and @ Lives in the family home rent-free
moves into the family home without paying rent.

The other siblings grow frustrated and @ Siblings suspect self-dealing
suspect self-dealing.

~

THE OUTCOME

The court finds the trustee failed to
uphold his duties and orders his removal.

THE LEGAL STRATEGY

The beneficiaries hire a lawyer to
petition the probate court for:

An order compelling the trustee to
provide a full accounting

A neutral third-party professional trustee
is appointed.

Suspension and removal of the trustee
for breach of fiduciary duty

3 The trust assets are eventually
e Surcharge for losses due to unpaid rent o ALt e I 66 Al Banahciai
and missed investment opportunities ERRIRMERIE TRty Al HERE A

KEY TAKEAWAY: Trustees must act with loyalty, transparency, and impartiality.

When they don't, the court can—and will—step in to protect beneficiaries anc uphold the trust.

@ AUTHORITATIVE ‘ ACTEC RESTA‘;'!:EI‘{IBEE t{ﬁTHlRD} SCOE[; AE.I;D Asg HER | oeoevonTrUsTs | AMERICAN BAR ASSOCIATION
American College of TUtSas5ion 4G anmn Master ysT il Section of Real Property, Trust 50
SOURCES and Estate Counsel 7. g 5th Edition ZEipkaion . andl Estate Law




ESTATE PLANMING CASE STUDY

The “Equal Isn’t Always Fair”

Estate Plan

€ CLIENT FACTS

THE ANDERSON FAMILY

Parents Met Warth
John (78) & Susan (75) £4.2 Million

CHILDREN
Michael (50) Jennifer (48} Diavid (45)
Worked in the Teacher Physician,
family business lives in another
for 25 years state

€6 “We want everything divided equally
among our three children.”

ASSETS VALUE
A Residence $900,000
ﬁi Investmaent Accounts $1,800,000
whis  Family Business $1,200,000
BN Cash 300,000

TOTAL ESTATE

A revocable trust was created.
Instruction: Leave the estate in equal shares ta our children

© FRAMING THE ISSUE

THE HIDDEN PROBLEM

Although the trust said "equal shares to my children ”
there was no discussion regarding: % ?¥

9 Who would own the family business

a Whether the business should be sold
Whether Michael should continue operating it

i Hew the ather siblings would be compensated "_

THE REAL PROBLEM WASN'T TAXES.

IT WAS AMBIGUITY.
@
l.lg

The family never discussed what
“equal” really meant,

PLANNING LESSON

There are twa different concepts:
EQUAL FAIR

515

Every child receaves
the same amaurnt.

Children receive outsomes
that reflect family circumstancas,
contributions, needs, and
parental intent.

Those cancepts are not always the same.

WHAT ADVISORS COULD HAVE DONE

Facilitate a Family Meeating

[ ]
0 i3;
ﬁ Disouss sxprctations, succession pl:in';, rusTne

salaction, and business cwnership before the parents” deathe.

Ask Better Questions
\What happens to the f&mll'y business? Should all
children inherit eswnership? What il ene child waniz ow?

Cremte a Busziness Transition Flan
Consider a buy-sell agreamant, life msurance funding,
redemption plan, or business to Micheel; other assets 16 siblings,

Use a Latter of Intent
Parents could explain thelr wishes, raasening,

and vision for family harmony.

. John died, Susan died i
@ b
' . . three years later. ) 2 ecameh,e
rrevocal e

IMMEDIATELY, DISAGREEMENTS EMERGED.

® 9

Michasl's Position Jennifer's Pasition David's Position

“Diad wanted me to “If Michael gets the “Let's sell everything

continue the business.” business, | should and divide it
receive additional equally.”
assets.”
THE RESULT
i}": The business lost value, COSTLY &
EMOTIOMNAL
sis Siblings stapped communicating. -
o=
¢\ Lawyers became invelved. ==
Legal and
E’ Trustee decisions ware challanged. accounting fees
) excoaded
E Distributicn of the estate was delayed. £125,000.

ADVISOR TAKEAWAY

Estate plans fall most often because of
ambiguity, not taxes,

The question advisors should ask is:
“Have we prepared the family for the plan,
or have we only prepared the documents?”

TEACHING CONCEPT
FAMILY GOVERNAMNCE & COMMUNICATION

Families often lose wealth because expectations

were never clarified before wealth was transferred,
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Addendum
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Best Practice

THE UHNW INSTITUTE’S TEN DOMAINS OF FAMILY WEALTH™

A Comprehensive Framework for Multi-Generational Success

The Ten Demains of Family Wealth™ identifies ten distinct areas that determine whether a family thrives across generations.
Financial capital is one domain out of ten. The other nine are all dimensions of human capital.

THE TEN DOMAINS OF FAMILY WEALTH™ FRAMEWORK

Howe tha famity builds and
aligns a trusted team of
advisers o halp achieve
s wislon.

Hewy wesalth |s struetired
and transferrod efficloniy
ardd in aligrenent with
family values

ESTATE
PLANNING

FAMILY-ADVISORY
RELATIONSHIPS

Ittt hrnif'f buids
Haw the family ghves

strong ralationships.
mm:ml:ales — B STAINING back and creates
effactively, and HAMILY WEALTH A pasitive mpact on
navigates conflict, DYNAMICS the warld.
- a
Hew the next genaration 7
s prepared o be capable, . ) )
confident, and cammiited — RISK H';""ﬂ.'@ 'mldmtfﬂ?‘i
stewards of the waalth DEVELOPMENT MANAGEMENT and mitigwies riss to
f— protect peaple, ssets
and reputation.

GOVERMANCE &
DECISION-MAKING

How the family makes
derisions and sets
guidelines far ownership.
managemant, nd input

Sources: UHNW Institite | Roy Williams & Vic Preisser, Preparing Heirs® |  James E Hughes JIr, Family Weaith; Kesping It in the Family |

N

1
UHNW

INSTITUTE

KMOWLEDGE. NETWORK, IMPACT.

FAMILY NEEDS ASSESSMENT™

A diagnestic tool to help advisors and families map needs across all ten domains
before moving into solutions.

(1 2]

9 & o 5]
® - [ (A o - #ah

DISCOVER ASSESS PRIORITIZE MaP PLAN
Explore the family’s Evaluate needs Identify strengths, Create a roadmap Move Into solutions
goals, values. and across all ten gaps, and aligned to the family's  with darity, alignment.
current situation. domaing. oppartunities. prierities and values. and confidence.

SAMPLE MEEDS ASSESSMENT SNAPSHOT

Rate sach domain: 1= Low Need 3 = Moderate Need 5 = High Need

CCEAIN MEED {1-5) DRI NEED (1-5)

0 - Finoncial & invesiment Monagement @ @ eﬂ Lendership & Tranzition Manning eee 0
B = Estate Planning e e = Rising Generation Develeprent LR N N e
€ - socis impact & Philsathvopy @) - Family Dynamics es8eC
G - Fiek Mnnagamant eee a « Hasith & Wallbaing eeC
e - fiowwmance & Decision-Making 8 @ @ = Family-Advisory Relationships XY =

TAKEAWAY R

The UHMNW Institute’s Ten Domains of Family Wealth™ and CAPITAL

Family Needs Assessment™ help families and advisors

shift the focus from only managing money to building

the human, relational, and organizational capital that cm' ut mT.l.'L

sustaing wealth across generations.

Dennis Jaffe, Borrowed From Your Grandchildren
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PORT ABILITY: PRESERVE 6& Portability is one of the

greatest gifts Congress

' THE UNUSED EXEMPTION. it

- Jonathan G. Blattmachr, JD ‘?‘ {ﬂ

PI’OTE Ct YO ur C ] ie nts ’ Fu ture . Trusts & Estates Magazine, May/June 2011

. FILE FORM 706 AT THE FIRST DEATH

File a timely Form 706 (even if no tax is due) and make the portability election
to preserve the deceased spouse’s unused exemption (DSUE).

. PRESERVES MILLIONS IN FUTURE FLEXIBILITY

Allows the surviving spouse to use their own exemption PLUS the DSUE,
which may save millions in estate taxes.

SMART PLANNING—NOT JUST ABOUT TODAY'S LAW

Estates grow, and tax laws can change. Portability preserves options
for whatever the future may bring.

. LOW COST, HIGH VALUE

The cost of filing Form 706 is small compared to the potential tax savings.

IMPORTANT LIMITATION

Portability preserves the estate and gift tax exemption,
but it does NOT preserve the GST exemption or state estate tax issues.

SOURCES: IRC §2010(c) « Treasury Reg. §20.2010-2 + IRS Form 706 Instructions
IRS Publication 559 = Jonathan G. Blattmachr, Trusts & Estates Magazine, May/June 2011



BEST PRACTICES FOR ENSURING PORTABILITY EXEMPTIO

/- Maximize the Unused Exempt:on Protect Your Legacy.

DRAFT WITH ELECT PORTABILITY MAKE A PROPER ALLOCATE DSUE ENSURE SURVIVOR'S

PORTABILITY IN MIND TIMELY Pﬂ;;gm; %ﬁflﬂ“ TO PORTABILITY FILING COMPLIANCE

IRS Publication 97&
— Yol o
—_ IRS Chapter 4: Portability
— of the Exclusion Amaunt
—_— @ irsgow pubirs-pdt/p@76. pdi

FORM 706

=

IRS Form 706 and
* Use clear, flaxible language * File Farm 706 within @ manthe ~ * File 8 complete and accurate * Ensure the deceased spouse’s » The surviving spause must file T Instructions (2024)
that comtemplates portability of the first spouse’s death Form 704. unused exemption (DSUE) is a timely estate tax return (Form 6D; i s babBol s
{e.g., "surviving spouse”) and {including extensions). = Chaek the partabliity election allocated ta the survving spouse 706} for partabality to be valid. il
avoids unnecessary limitations * Portability & lost if the estate box (and attach statemants en the return. * Mo estate tax is due—but filing .
. ; ¥ 3 s : 2 Treasury Regulations
on the survivor, tax return Is not filed, if required). + Review calculations carefully. ts required.
§ 20.2010-2
Election to Treat Deceased
Spouse’s Unused Exclusion
KEEP EXCELLENT ALIGN TRUST TERMS REVIEW STATE COORDIMATE WITH REVISIT AND UPDATE Amount as Deceased
RECORDS WITH TAX GOALS ESTATE TAX RULES ADVISORS REGULARLY Spouse’s Applicable

Exclusion Amount

etfrgovicurentititha-26/
section-20 2010-2

ABA Section of Real
% Property, Trust and

— -

r——
—m———
i Estate Law
= Retain certified death + Ensure trust provisions allow + Some states decoupls from + Engage experienced estate + Review your plan after major E:t '1:”" :;;1 :edijral
certificate(s), filed Farm 704, the survivar to use both their the federal exemption ar da planning counsel and tax life events, law changes, ar E; 2 :’nm ) o
DSUE allocation, and related own exemption and the not recognize portability. professianals. increases in exempticn PR !
workpapers permanently. DSUE efficiently, = Review state-specific + Coardinate planning across amounts, g
= These may be needed ta + Avoid restrictive “trap” requirements. legal, tax, and financial teams, . Llpdaleduaumants and AICPA Estate Ptar-ning
substantiate the DSUE. clauses, strategy accordingly. @AICPA Guide
Chapter 24: Portability of
i the Deceased Spousal
Unused Exclusion Amount
PRO TIP THE TAKEAWAY Mo
S ; ; slcpa.org/estateplanningaguide
Portability is not automatic. It requires 0 Follow these best practices to preserve the DSUE and
planning, filing, and documentation. maximize wealth transfer to the next generation—tax efficiently.
.
Thils informatien is for general educational purpeses anly and does not constitute legal, tak. or accounting advice. Consult with qualilied professionals regarding your specific situation. Current as of May 2024
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PORTABILITY: 66 Portability is one of the

greatast gifts Congreas

Preserve the Unused Exemption. Prot lient: aver gave married couples,

: — Jonathan 0. Blattmachs 1O 29
Trusts & Fssaas Magarive.
Py iharg 2001

Paortability allows a surviving spouse to use any unused portion of the deceased spouse’s federal estate ta

STILL MATTERS HOW TO MAKE SURE PORTABILITY

IS TRANSFERRED: THE & KEY STEPS

UNDER 55 M

The Gne Big Boautiful B Act [DBRBA) permanantly

incruased the federal estate, gift. and G5T tax / 1. ASSET GROWTH . o FILE A TIMELY Fim @ toceral entate tax Disidi
exnrmptions beginning in 2026 ‘lll FobY e axfabl ol iy Batum e FOAM T8 rafumn (Form 7041 farthe g o
510 million, $15 milkon, $30 millien+ —» — I e 5
vl a oy ruthement ot - A s L ey
Senrting in 2026 [and indexed far inflation) wven i oo ben ln g xtertad up 10
Married coupha et waorthe Ad fiest doathn 15 wguihs)
$15 MILLION ,@. B FTURE TR LA CHANG R Agesd $5 MILLION Moo fardral astate tas =¥
ﬂ Per Person Examption RILILY Congress can ahways tharge wsiats tax i ke i
e MU M O, mapitians E454 sxmmprtian) o MAKE THE Check the portability
530"‘ MILLION PORTRABILITY whectlon bax on 1 ohoa boaia it
Potantial Combined Exssmption for L X ] N Y M ELECTION Form 708 [Scheduls A vt bl
Marriad Couplas with Portabi Phrtibiy puieries tha siceimer! sposes Part 5] ta trassler i by e
=) A= f@h avasaioed mamergeton (CISUARL, ey Lo arwiheloiy i The execultor must decide: "::md :“::m"'"' peetinicdtonck
spausn mammum flchilig, "T Film Fanm T and maks the partabelity -
The feared TCIA “sunset” = gone. nlection—ar |ore the opportanity
Tha nxmmptian @ aow 515 millias par parsan -'|..LCIW COST, HIGH BENEFIT foruyer. o ACCURATELY Pravide complets and
and will eantinue ta grew with inflstion. PN T O S 0 A SR steurate infermtion
a lowecost step that can e millons. ESTATE socuet i e vt T ISl kbt
oy daductions, and Wit R ettt
TWOQ PATHS, VERY DIFFERENT OUTCOMES. o= y  tromgtion used.
PATH 1= NG PORTABILITY ELECTION PATH 2: PORTABILITY ELECTION MADE
Form M& not fited or portabdity not elected Form 706 filed and partabdity eloction made o CHTAIN RS Tha IRS wll s cass in L b ot
ACCEPTANLE :
TODAY FOYEARS LATER BESLLT TOIOAY 0 YEARS LATER WESLILT that rertiprn snd araap WPYETEC IS bt
thn pertablity nlaction oo the filpd retian
‘ e i b ] el iy S st

e KEEP DOCUMENTS  The sirvwing spouss o

Rt ot Ertats grows 1o LOST DSUE Mt warth Ensate grows in DSUE PRESERVED
55 MILLION $12 MILLION FOREVER 55 MILLION $12 MILLIOMNs & COMBINED -— ey | ThHen oy by readed
3 retaie thve filod Form T8 b by gubriweilste
Pl Satats 1hs dusl fewarmpla) Highes patabe Tas Ma ae1ahs 185 dan fammple] Suirvhi hg A e hi andl Lupporting e DEUL memasumd
al firgt daath Engmption may be the may s dun a% firyt duath Exmempstion may e the lboth mwmmptions —s  documonts permanantly
same, highes, ar bee— s highese, o lower waRabie
m- o Kafues REPORT CHLE BN ‘Whan tha wursiving spouss
SLAOIFE FOAM 04 pasasd iway, repsrl the
A Circes st the dacasand spouss's umred sxemptan (DEUE] canmnt be The sirviving spauss can Lse BOTH axsmplions, DSUE en thisir Rorm 708 Thile: sliaivss ot
potantially saving milllone in ectats tawes. Sehuchie &, Part 4, coaslsinnd mrnptant
— z
Linin 181

COMMON MISTAK

ADVISOR TAKEAWAY

ﬂ Fallireg va file Farm 704 bacause o tax is dud, Pertabiiity prossrven the FEDERAL ESTATE Yo cdon't fils Farm TO& bacauss

G Kor ehocking the pertability slection bex. And GIFT TAX asxan ptian, but @ dass NOT tha clisnt owoes estate Tax today,

£ Mising tha Sumamh deadiine (no L pertabding proserve the G5T sxemption. You flle It because you den’t know

wlectlan allewed]. Portability doss WOT sohvn STATE ESTATE what the sstate tax landwcaps will ba

D) Filing an incamplats ar LnAccuraha raturn, TAG ibaLiik. SERTS portalility Fuln vicy marrew—or haw much waalth

o ;‘;‘;Elﬁj?::::mlinn of thas Do senurm-and widkaly. gt clipnty prill s in the Future
e KEY POINT: Pertobility is an *all o nothisg” election Portability | a planning tool File once. Preserve millions.
W ivanot propacly made an a timoly Farm 704, nat 4 substitute for & comprabamsive

= thaappartunhy I8 iss toraver, etthte plan, Give your clients options.

e
Tiiis1 il EFLH
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THE CLAYTON ELECTION

A "WAIT-AND-SEE" APPROACH T
MARITAL & BYPASS TRUSTS

FUNDING

FIRST SPOUSE DIES ASSETS INITIALLY FLOW

X TO THE FAMILY/BYPASS TRUST
Azsers pass under the

Il Agre s ant Unl ke a traditional disclaimar
plan, the dalailt assumptian
b that assers soe allocaied G

the nan-rarital thare firse

The deconsed spouse’s The trust agresment directs
irust detarmines the asaera to the byjpass forscit
infilal d shelterTamily] trust at the

nssats. first death.

butian of

S ® O

£ masosause FLxmLTY £} more TiME TO DECIOE (E]) ESTATE TAX GFTIMIZATION

Thar decizinn |z mnde nifter & qual fied disclemer gonanally Adlos the peecaton 10

dianth when actunl volues nnd st accur within 9 months detarmine how miuch suempticn

taw laves ame known, rather of dmath, while Form T4 to wee warsus how moch to

1han yoars eardier when the wlecuans may provide preserve throwgh the

trust wns drahied, signilicantly maro time, martial dadisctisn

ilows estate tax
docisiaim allod assel
il wred tw lawes
ey R

- Croates post-death
E faxibé ity for marrigd
couples.

HORITY
Estate of Clayten v. Commissioner,

@

m
turn {F

at that 1

976 F.2d 1486 (S5th Cir. 1992)
licdity of the €

n ’-fqu—t sy

WHY ADVISORS USE THE CLAYTON ELECTION

HOW THE CLAYTON ELECTION WORKS

EXECUTOR EVALUATES

12 THE FACTS

The Tamily can wadt umtll after
daath 1o tssessc

= Exlale Lure

= Clsrrent estate Tas lnwe

= Fortability consigerations
* Surviving spouse’s naeds

= Bopat grenwth petec tial

©

£} CREDITOR PROTECTION
: BEMEFITS

.|.§.

Becauss axsat dedault inta the

- Mt frust sructue, the

Lupiieg igstue may

additienal asset proiection
v i ik

A ©

CLAYTON ELECTION V5. DISCLAIMER TRUST

IMIT AL FUNDRNG

DECEMNOMN MAKER

MAIN TOOL

TiMAIMO PRESSURE

POST.OEATH
FLEX | BILITY

KEY TAKEAWAYS

Unes Farm 5
elections (Schedule A)
1o determire marital

o
—b
—

FORM 704 FILED

The executor decedes how much

propecty should rocoive the

miarital deduction

¥ raking

a M

wlections on S¢
of Form 706

Thi s alections datarmans
which assats qualify for the
rmarivael docuctbon.

CLAYTOM ELECTION

Flnrenl Trass

Surviving Spousa

1RS 52518 Disclaivier

Fighar

v manth daciemer

High

R caonnsd by the courls

At i walid plirming

technigua whan praparly

irplamentgd,

This mare

Flaaae N
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BypaseFamily Trust

EsscutonTrunss

Faoamm 704 Wiarttal Deuct o [ lnction

Fesrrn 18 g qutereasd prad paisnnaacs,

A proven estate planning
strategy that creates

post-death flexibility.

FINAL ALLOCATION OCCURS

Based on the elections made,
sEsety sre alloccated Tor tax
prposns os foll v

Azzats slectad for the Maritsl/CTIP
marftal deduction Trust

Asswts not elected Family/Bypass
far tha mariial e Trust
deduction

=il TRUST AGREEMENTS

Il & accouns

To use the Clayton Election, the trust
agreement typically directs that, upon
tha ferdl dpoaske's laath, aiseti prd
allseatad te the bypassfarmily trusn,
with the marital share passing only to
tho gxutent aloctod on the ostato tax
Fetun,

Schamue MY

Laway Trust accounts should be titlod in
secardanca with the trust agreement.
The sxpcuter's olection on Form 048
High detarmines how much of those
trust assets qualify for the marital
deductian for federnl estate 1ax
[

Partic

i

el v latsle

i tate tan lnwe

e family

LTSt ENCe

iy Chonge

fs feor informationa purposes enly and does mot constibuie legal or e addce

S

Tiey Snd Las aceisor res

Source: Estate of Clayton w. Commissiongs
¥4 F.2d 1488 (Sth Cir. 1982

L ORC 3054 Treas. Reg. $30.2054(0)-7
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WHO Gets the Assets

(Determines the Beneficiaries)

9 e Per Stirpes (By Representation)

A &

Example: Estate = $5,000,000

My three children share equally. If a child has
two children and is deceased, each grandchild
receives $833,333.

288

Per Capita (Equal Shares)
Example: Estate = $5,000,000

My four grandchildren share equally.
Each grandchild receives $1,250,000.
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HOW MUCH They Receive

(Determines the Dollar Amount)

® Pecuniary Formula (Fixed Dollar Amount)

Example: “Fund the bypass trust with $2,000,000.”

The trust receives $2,000,000,
and the remainder ($3,000,000) goes to other beneficiaries.

e Fractional Formula (Percentage of Estate)

Example: “Give 40% of my estate to the bypass trust.”

If estate = $5,000,000, the trust receives $2,000,000
(40% of $5,000,000), and the remainder ($3,000,000)
goes to other beneficiaries.
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PECUNIARY FORMULA

5 THINGS EVERY ADVISOR SHOULD KNOW

IT CREATES A FIXED DOLLAR GIFT
A pecuniary formula directs a specific dollar amount—
not a percentage—to a person or trust.

OFTEN TIED TO THE ESTATE TAX EXEMPTION

Commonly used in credit shelter (bypass) trust planning to
fund the trust up to the applicable exclusion amount.

Ii;

DIFFERENT FROM A FRACTIONAL FORMULA
* Pecuniary Fermula = Dollar Amount (e.g., "$5,000,000")
* Fractional Formula = Percentage of Estate (e.g., "1/2 of my estate”) ‘"‘

APPRECIATION MATTERS
Asset values may change between death and distribution,
affecting the value needed to satisfy the dollar amount.

CAN CREATE INCOME TAX CONSEQUENCES

If appreciated assets are used to satisfy a pecuniary bequest,
beneficiaries may recognize capital gain.

ADVISOR Pecuniary formulas give someone a dollar amount.

TAKEAWAY:

Pecuniary formulas
give someone a
dollar amount.
Fractional formulas
give someone a
percentage.

1. ASSET VALUE RISK

If the estate is less valuable than expected, the fixed
dollar amount may not be available, potentially
requiring liquidation of other assets or creating
inequity among beneficiaries.

2. INFLEXIBILITY

Pecuniary formulas do not adjust for changes in
family size, needs, or circumstances, which can
lead to unintentional unfairness or outdated results.

3. TAX AND LIQUIDITY CONCERNS

Funding a pecuniary amount with appreciated
assets can trigger capital gains tax, reduce liquidity,
and create administrative complexity.

A GOTCHAS TO WATCH FOR

~N

S

Fractional formulas give someone a percentage.

Jonathan G. Blattmachr &
Marshall B. Kapp, Jr., Estate
Flanning—Principles & Strategies

Treasury Regulations

§20.2053-1(b){1)

L]]) sources:

Leimberg Estate Planning
Mewsletter
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5 THINGS ADVISORS
SHOULD KNOW

About Fractional Formulas in Trusts

o
°©
°@

° &
6 i

THEY CREATE FAIRNESS AND FLEXIBILITY.

Fractional formulas allow trustees to make proportional distributions
based on a standard (e.q., per stirpes) rather than fixed dollar
amounts—helping ensure fairness as values and family
circumstances change.

THEY HELP TRUSTS ADAPT OVER TIME.

Thay provide built-in flexibility to adjust for changes in family
size, needs, or situations without requiring trust amendments
or court involvement.

THEY SUPPORT TRUST PURPOSES AND INTENT.
Fractional formulas help align distributions with the grantor's
goals—balancing care, incentive, protection, and long-term
stewardship.

THEY REQUIRE CLEAR DRAFTING AND DISCIPLINE.
Effactive use depends on precise languaga, thaughtful dasign,
and careful administration to avoid ambiguity and

unintended outcomes.

THEY BENEFIT FROM HOLISTIC PLANNING.
Fractional formulas work best when integrated with overall estate,
tax, and family gevernance strategies.

“Fractional formulas are one of the most powerful and underused tools
a drafter can employ to ensure fairness, flexibility, and fidelity to intent
in trust distributions."”

UNINTENDED INEQUALITY OR OUTCOMES.
If not carefully designed, fractional formulas can
produce results the grantor didn't anticipate,
especially when family circumstances change
dramatically (e.g., blended families, estrangement,
special needs).

COMPLEXITY IN ADMINISTRATION.
Trustees must value assets accurately and apply

formulas consistently—across different asset types,

timing, and market conditions—which can be
administratively complex and costly.

POTENTIAL FOR DISPUTES.
Beneficiaries may not understand how the formula

works or why outcomes differ, which can lead 1o
perceived unfairness and family conflict—or even
litigation.

— Robert 5. Keebler, J.D., LL.M.
The Definitive Guide to Trusts
{Z2nd Ed., 2023)
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