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The Crucial Cholee: Selecting a
Trustee forYour [rust

Key Takeaways:

e Choose a trustee with impeccable
integrity, as they will manage assets and
make crucial decisions on behalf of your
beneficiaries.

e For simple trusts, a trusted individual
might suffice. Complex trusts often
benefit from the expertise of a corporate
trustee.

e Name successor trustees to ensure
continuity and consider co-trustees to
blend individual understanding with
professional management.

A trust is a powerful tool for managing and
distributing assets, both during your lifetime
and after. But the success of a trust hinges on
one critical element. the trustee. This
individual or entity shoulders the
responsibility of managing trust assets and
carrying out your wishes as outlined in the
trust document. Choosing the right trustee is

a decision that deserves careful consideration
and thoughtful planning.

Before diving into the selection process, it's
crucial to understand the trustee's
responsibilities. The trustee acts as a
fiduciary, meaning they are legally obligated
to act in the best interests of the trust
beneficiaries. Their duties typically include:

e Managing and investing trust assets:
This includes making informed
decisions about investments, real estate,
and other assets held in the trust to
ensure they are preserved and grow
according to your instructions.

o Administering the trust: The trustee
handles all administrative tasks,
including record-keeping, tax filings,
and distributing funds to beneficiaries
according to the trust’s terms.




MCM

MCM BUSINESS EXITING | LEGACY PLANNING

WEALTH MANAGEMENT

e Maintaining impartiality: The trustee
must act impartially and fairly towards
all beneficiaries, even when personal
relationships are involved.

e Adhering to the trust document: The
trustee must strictly follow the
instructions and provisions outlined in
the trust document.

Given the significant responsibilities of a
trustee, selecting the right person or entity is
paramount. Here are key factors to consider:

Above all, the trustee must be someone you
implicitly trust. They will be handling your
assets and making decisions that impact your
loved ones, so integrity, honesty, and ethical
behavior are non-negotiable.

Depending on the complexity of the trust
assets, the trustee may need significant
financial  knowledge and investment
experience. They should be capable of
making sound financial decisions, managing
investments, and  understanding  tax
implications.

Trustees need to be organized and detail-
oriented to maintain accurate records,
manage paperwork, and meet deadlines for
tax filings and distributions.

The trustee must be able to make decisions
based on the trust's best interests and the
needs of the beneficiaries, even if it means
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making difficult choices that may not please
everyone.

Consider the trustee's long-term commitment
and capacity. They may need to serve for
many years, potentially dealing with complex
situations and changing beneficiary needs.
Choose someone who is likely to be available
and capable of fulfilling their duties for the
duration of the trust.

A good trustee needs to communicate
effectively with beneficiaries, keeping them
informed about the trust's status and
addressing their questions and concerns.

While not necessarily a legal expert, the
trustee should have a basic understanding of
trust law and fiduciary responsibilities.

There are two main types of trustees to
consider:

This could be a family member, friend, or
trusted advisor.

Pros:

e Personal knowledge: They likely
understand your values, wishes, and the
beneficiaries' needs.

o Strong personal relationship: This can
foster trust and open communication.

o Potential cost savings: They may be
willing to serve without charging a fee.
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Cons:

o Lack of expertise: They may not have
the necessary financial, legal, or
administrative expertise.

« Emotional involvement: Personal
relationships can cloud judgment and
create conflicts of interest.

e Time commitment: Managing a trust
can be time-consuming, and they may
not have the availability.

o Limited lifespan: An individual trustee
may not be able to serve for the entire
duration of the trust.

These are institutions like banks or trust
companies with specialized departments for
trust administration.

Pros:

o Expertise and experience: They have
dedicated professionals with extensive
knowledge of trust law, investment
management, and administration.

o Objectivity and impartiality: They can
make unbiased decisions without
personal conflicts.

« Continuity and longevity: Institutions
offer stability and are not affected by
individual circumstances.

e Resources and technology: They have
access to advanced resources and
technology for managing trust assets.

Cons:

e Cost: Corporate trustees charge fees for
their services.

e Less personal connection: The
relationship may lack the personal touch
of an individual trustee.

« Potential bureaucracy: Decision-
making processes within an institution
may be slower.
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The best choice for a trustee depends on your
specific circumstances, the complexity of the
trust, and your comfort level.

e For smaller, simpler trusts: An
individual trustee, especially a family
member or close friend with financial
knowledge, might be suitable.

e For larger, more complex trusts: A
corporate trustee or a combination of an
individual and a corporate trustee might
be a better choice.

Consider appointing co-trustees to combine
the strengths of both individual and corporate
trustees. This allows a family member to
provide personal insight while a corporate
trustee handles the technical aspects.

Always name successor trustees in your trust
document to ensure continuity if the original
trustee is unable or unwilling to serve.

« Have open and honest conversations:
Discuss your expectations and concerns
with potential trustees.

e Assess their qualifications: Evaluate
their financial knowledge,
organizational skills, and understanding
of fiduciary duties.

e Consider their personality and
temperament: Choose someone who is
responsible, level-headed, and capable
of handling stress.

e Review their experience: Ask about
their experience managing finances or
handling similar responsibilities.

o Don't be afraid to ask for references:
If considering a corporate trustee,
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inquire about their track record and
client satisfaction.

A well-drafted trust document is essential for
guiding the trustee and protecting your
wishes. It should clearly outline:

e The trustee's powers and limitations:
Specify the trustee's authority regarding
investments, distributions, and other
decisions.

o Distribution instructions: Detail how
and when assets should be distributed to
beneficiaries.

e Provisions for changing trustees:
Include instructions for removing and
replacing a trustee if necessary.

Selecting a trustee is a significant decision
with long-lasting implications. By carefully
considering the factors outlined in this article
and seeking professional advice when
needed, you can choose a trustee who will
manage your trust effectively and honor your
legacy.

Disclaimer: This article is intended for
informational purposes only and should not
be construed as legal or financial advice. It is
imperative to consult with qualified
professionals to address your specific needs
and circumstances.




