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Hello, and thank you for reading Your Quick Guide to Trusts. It is my hope that you 

will gain a deeper understanding of how trusts may transform your estate plans.  

As you read further, you will discover basic information about trusts followed by 

detailed information about specific types of trusts. I have included hypothetical 

examples of how trusts might be used. 

I hope this information is helpful to you as you explore the options available for your 

estate plan. 

John J. Mangan, Jr., JD, MBA 

Board Certified Wills, Trusts & Estates Attorney 
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Your Quick Guide to Trusts 
Most people have a superficial knowledge of trusts. They’ve heard of them, but don’t 

know exactly what they do or how they are established. 

First, the Basics 

Before diving into specifics, let’s look at some fundamental parts of a trust: 
 

 The Settlor signs the document that establishes the trust and then funds the 

trust. The settlor may also be called the Trustor, Grantor, or Trust Maker. 

 A Trustee manages the trust assets. Trustees may be individuals or entities like 

financial institutions or even other trusts. 

 A Beneficiary receives a benefit from the trust. 

 Trust Assets consist of the property transferred to the trust.  

You may hear the following terms used to describe trusts: 
 

 Directed trusts are usually investment trusts in which trust participants ‘direct’ 

the trustee on certain aspects of trust management. 

 Discretionary Trusts, like spendthrift trusts, provide protection against 

creditors, judgments, ex-spouses, and your beneficiary’s reckless financial 

behavior. The trustee may pay an heir’s bills instead of making direct 

distributions to the heir. 

 Family Trusts are aptly named as they are created to benefit people who are 

related to each other. 

 Irrevocable Trusts are constructed to be difficult or impossible to change.  

 Living Trusts are established during the lifetime of the settlor and may end or 

continue at the settlor’s death. 

 Revocable Trusts are constructed so that they may be changed. 
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 Spendthrift Trusts, like discretionary trusts, may protect your heir by 

providing a layer of protection from most claims. Trust assets are generally 

protected until disbursed to the beneficiary. 

 Testamentary Trusts are created through the terms of the settlor’s Will. 

 Trust Administration refers to how the trustee manages the trust and its 

assets. 

A trust may offer the following benefits: 

 Asset protection 

 Tax reduction 

 Spendthrift protection 

 Wealth transfer with a reduced or eliminated tax burden 

 Probate avoidance 

 Funds to care for a loved one with special needs 

Now that we know a little more about trusts in general, let’s look at some specific trusts. 

Now, Some Specifics 

Not everyone will need a trust. However, many people benefit from the use of one or 

more trusts. Your estate size and estate planning goals play a big part in the type of trust 

you choose, if any. Some of the more common trusts are listed below: 

Charitable Remainder Trust 

Purpose: to provide an annuity to the settlor, while the charitable beneficiary 

receives the remaining trust assets upon the termination of the trust. 

Example:  William M. received payments from his charitable remainder trust 

throughout his retirement. The trust terminated upon William M.’s death, with the 

trust assets passing to XYZ Charity. 
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Dynasty Trust 

Purpose: to provide family members with income from this irrevocable trust for 

generations. (Sometimes called a generation-skipping trust.) 

Example: More than 50 years ago, Jack established The Biedermeier Family Trust. 

He and his children received benefits during their lifetimes. Because the trust assets 

were invested and managed well, his descendants still receive distributions. The 

trust may exist for hundreds of years (potentially up to 360 years in Florida) unless 

the assets are depleted. 

Florida Land Trust 

Purpose: to allow confidential ownership of real property while beneficiaries retain 

full control. Only the trustee’s name becomes public record. 

Example: Linda and four friends formed a real estate investment group. They plan 

to buy real estate but do not want their names to be associated with the transactions. 

They created a trust that purchased their property for them. The trust shoulders the 

liability while Linda and her friends manage and control the properties. 

Grantor-Retained Annuity Trust (“GRAT”) 

Purpose: to reduce taxes on large financial gifts made to family members through 

an irrevocable trust.  

Example: Jane wanted to give her son, Stephen, a large amount of money without 

burdening him with a big tax bill. She established a GRAT with a term of 15 years. 

Stephen was sole beneficiary, and Jane paid all taxes incurred at the time the trust 

was funded. She used her annuity payments to fund a very active retirement. When 

the trust terminated, the remaining trust assets passed to Stephen with little or no 

tax consequence.  

Grantor-Retained UniTrust (“GRUT”) 

Purpose: like the GRAT, to provide the settlor with annual payments from the trust 

for a set period of time. At termination, assets transfer tax-free to the beneficiaries. 
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However, if the settlor dies before the trust terminates, remaining assets return to 

the settlor’s estate. 

Example: Phil established a GRUT for his two children, Fred and Aimee. He needed 

the annual payments to supplement his other sources of retirement income. 

However, he also wanted to transfer as much of his wealth to his children as 

possible. Phil did not pass away during the 10-year term of the trust, so Fred and 

Aimee received the balance of the trust tax-free when the trust terminated. 

Gun Trusts 

Purpose: to provide a probate-free transfer of guns to heirs in a way that complies 

with federal laws. 

Example:  George owned several firearms regulated by the National Firearms Act of 

1934 (NFA). He wants his guns to go to his grandson, Nick, after he passes away. If 

the guns pass through probate, Nick’s gun ownership becomes public record and he 

will have to wait to receive the guns. George also does not want Nick to get in trouble 

with the law. He established the George Z. Gun Trust as settlor and trustee, named 

Nick as beneficiary, and transferred ownership of his guns to the trust. 

Irrevocable Life Insurance Trust (“ILIT”) 

Purpose: to pass a life insurance policy payoff to beneficiaries, outside of the 

insured’s taxable estate, without going through probate using an irrevocable trust. 

The trust owns your life insurance policy and is the policy’s beneficiary.  

Example: Carl purchased a life insurance policy, then worried that his estate might 

have to pay estate taxes on it. He created an ILIT, funding it with his $5 million life 

insurance policy. Upon his death six years later, the insurance payout, which by then 

was worth $8 million, went to the beneficiary – the ILIT – and was held in trust for 

the trust beneficiaries. 

Medicaid Asset Protection Trust 

Purpose: to protect assets that may be needed for long-term care while providing 

an income stream through this irrevocable trust.  
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Example: As Richard and Laurie age, they became concerned that they will be 

unable to pay for long-term care and still live the way they want. They use some of 

their savings to fund a Medicaid Asset Protection Trust. If Rick moves to a nursing 

home, then Laurie still receives the trust income. At Laurie’s death, the trust 

terminates and passes to its beneficiaries. 

Miller Trust or Qualified Income Trust (“QIT”) 

Purpose: to allow Medicaid recipients to lower their income below Medicaid’s 

income caps. 

Example: Rosie’s family knew her income was slightly more than allowed under 

Medicaid regulations. However, her long-term care was too expensive to pay out-of-

pocket, so they really needed Medicaid benefits. They established a Miller trust, with 

Rosie’s granddaughter serving as trustee. Every month, Rosie’s excess income 

transferred to her Miller trust. Funds remaining in the trust at her death may be 

used to reimburse the state for the amount she received in Medicaid benefits. 

Pet Trusts 

Purpose: to provide for the care and maintenance of beloved pets upon the owner’s 

death. 

Example: Martin considered his two terriers, Jack and Russell, to be part of his 

family. Concerned that they might suffer after he passed away, he set up a pet trust. 

He named his best friend, Ron, as trustee and funded the trust with enough money 

to pay for care and maintenance for the dogs. Upon the death of the last surviving 

dog, funds remaining in the trust would pass to his two-legged beneficiaries. 

Qualified Personal Residence Trust (“QPRT”) 

Purpose: to allow the settlor to continue living at the property while providing tax 

breaks and avoiding gift tax penalties.  

Example: Manny and Miriam knew their children treasured the family home. 

However, they were concerned that the increasing value of the property might cause 

tax problems after their deaths. They hoped that establishing a QPRT for a term of 15 

years would provide some tax breaks to their heirs.  
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Qualified Terminable Interest Property Trust (“QTIP”) 

Purpose: to provide for a less-wealthy spouse, while still leaving an inheritance for 

children. Settlor retains some control and estate and gift taxes are reduced or 

eliminated. 

Example:  Marie’s net worth is higher than her husband’s. If she dies before he 

does, she wants to provide for him and for her two children from a previous 

marriage. She also loves reducing her tax burden. Marie and her attorney established 

a QTIP trust to achieve her goals. 

Special Needs Trust 

Purpose: to pay for the care of an individual with special needs. 

Example: Carol worried how her autistic son, Charles, would fare after she was 

gone. So, she established The Charles W. Special Needs Trust. Her son would benefit 

from the trust without affecting his eligibility for public benefits.  

Is a Trust Right for You? 

Now that you know a little more about trusts, think about the following questions: 

 Are you (personally, or on behalf of your beneficiaries) interested in protecting

assets from creditors, civil judgments, divorce, or a fiscally reckless heir?

 Do you want to transfer as much of your hard-earned wealth to your heirs as

possible?

 Would you appreciate paying the lowest tax required?

 Is confidentiality important to you?

 Does anyone in your family have any special needs?

 Are you concerned about paying for long-term care?

If you answered “yes” to any of these questions, consult with an attorney. A trust may 

become an important component in your estate plan. 
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Trusts Can Be Complicated. 

Establishing a trust is not always easy. Creating the wrong trust could lead to 

unintended consequences for you and your heirs.  

This ebook is a quick review of some of the trusts that you may find useful. However, 

there are advantages and disadvantages to every type of trust.  

To learn more about how trusts may transform your estate plans, contact Law Offices 

of John Mangan, P.A. at 772-324-9050 or go to palmcitylawyer.com. 

The information contained herein provides general information about trusts, does 
not constitute legal advice or establish an attorney-client relationship, and is 
intended for informational purposes only. 

Reproduction, distribution, republication and retransmission of material 
contained herein is prohibited without the express written consent of the Law 
Offices of John Mangan, P.A.

https://palmcitylawyer.com/
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