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What is a Trust?

A Trust is a legal arrangement (basically a contract) where one person (called a trustee) holds
property for the benefit of other persons (called beneficiaries). There are many different types of
trusts.

The personal trust is the most common form of trust, created for non-business reasons for the
benefit and protection of individuals. The trustee in a personal trust acts in accordance with the
law and the instructions set forth in the governing instrument by the person who created the trust
(called Grantor or Settlor). The primary responsibilities of the trustee are to manage and protect
the assets in the trust for the best interest of the beneficiaries. The management and protection
responsibilities include proper investment of assets, collection of income, maintenance of
accurate books and records, filing of tax returns and other reports, and the payment of income
and trust property to the beneficiaries in accordance with the terms of the trust.

Trusts are used throughout the United States to accomplish many different objectives such as;
¢ Protecting interest of minors

Preserve assets for the family

Accomplish the desires of the family

Improve quality of life by allowing use of trust assets by beneficiaries

Provide asset protection

Reduce and in some cases eliminate gift, estate and income taxes

A self-settled trust is a trust where the grantor is also a beneficiary with other family members.
This allows the assets in the trust to appreciate in value and the trust assets will not be in the
Grantors taxable estate for federal estate tax purposes. The IRS has recently issued a private
letter ruling acknowledging that these trusts can accomplish this objective.

From the information we have received from Alaska estate planning attorneys over ten thousand
Alaskans have taken advantage of Alaska’s favorable trust laws, non-residents of Alaska have
also used Alaska’s trust laws to accomplish their family financial goals.



What is a Trust?

The Five Elements of a Trust

GRANTOR
Individual who
creates (sets up)
the trust

TRUST PROVISIONS TRUSTEE
(Purpose) Has contr'oll gnd
Spell out how trust fund responsibility

should be used for

beneficiaries

TRUST FUND
Holds, invests, and
distributes assets

BENEFICIARIES
Receive distributions of
income and principal
according to the trust
provisions




