Trust class prepared and presented by chief Amarakhan Flying Eagle

Week 1: Introduction to Trusts
Lesson 1: What is a Trust?

Objective: By the end of this lesson, you will inner-stand the definition, historical context, and
fundamental principles of a trust.

Topics Covered:
1. Definition of a Trust

A legal arrangement where a party (grantor/settlor) transfers assets to another party (trustee) to hold for the
benefit of a third party (beneficiary).

Key components of a trust: Grantor, Trustee, Beneficiary, Trust Property, and Trust Agreement.

2. History & Evolution of Trusts

Origin in English Common Law (Medieval Era)

Development of modern trust structures (e.g., family trusts, corporate trusts)

Use of trusts in wealth preservation and asset protection

3. Basic Principles of Trust Law

Fiduciary duty of the trustee: A fiduciary duty of the trustee means the trustee must act in the best interests of
the trust’s beneficiaries, managing the assets responsibly, honestly, and with loyalty. They must avoid conflicts of

interest and follow the trust’s terms.

Separation of legal and equitable ownership: In simple terms, separation of legal and equitable ownership
means that one person (or entity) holds the title to an asset, but another person has the right to benefit from it.

Example: Imagine you own a house but place it in a trust: The trustee (legal owner) manages and controls the
house according to the trust's rules. The beneficiary (equitable owner) has the right to live in the house or receive
rental income from it. This separation is common in trusts because it allows for asset protection, tax benefits, and
controlled distribution.

Different types of trusts and their legal implications:

Type of Trust  Definition Key Benefits Legal Implications

Revocable Trust Can be changed or revoked Avoids probate, allows for No asset protection from creditors;
(Living Trust)  during the grantor’s lifetime. incapacity planning. becomes irrevocable at death.
Irrevocable Cannot be altered once Strong asset protection, Grantor gives up control over
Trust created. estate tax benefits. assets permanently.

Testamentary  Created by a will, takes effect Controls asset distribution Must go through probate, does not
Trust after death. after death. avoid it.

Must  comply  with  legal
restrictions to avoid fraudulent
transfer claims.

Asset Protection Shields assets from creditors Protects assets from legal
Trust and lawsuits. claims.

Charitable Trust Benefits a charitable cause or Provides tax deductions Must meet legal requirements for

organization. and estate tax benefits. charitable status.
. Supports a disabled Preserves Medicaid & SSI Must follow strict rules to ensure
Special Needs . . . S } .
Trust beneficiary without affecting eligibility for the compliance ~ with  government
government aid. beneficiary. programs.
Spendthrift Restricts a  beneficiary’s Prevents reckless spending, Beneficiary cannot sell or pledge
protects assets from
Trust access to trust funds. . trust assets.
creditors.
Dynasty Trust Designed to  pass wealth AVOl.dS estate taxes for Subject to generation-skipping tax
across generations. multiple generations. (GST) rules.
c A trust created under religious Can provide legal Must be properly structured to
Ecclesiastical - . .
Trust or spiritual law, often for protection for  church ensure recognition by courts and

faith-based or Indigenous assets, sovereignty, and authorities, may face legal



Type of Trust  Definition Key Benefits Legal Implications

governance purposes. exemption from certain challenges if not  properly
laws. established.

What Are GST Tax Rules?

The GST tax rules refer to the Generation-Skipping Transfer (GST) Tax, which is a federal tax in the U.S.
designed to prevent wealthy individuals from avoiding estate taxes by transferring wealth directly to their
grandchildren or future generations.

Key Points of the GST Tax Rules

1. Applies to "Skipped Generations" — This tax applies when assets are transferred to a grandchild (or
anyone at least 37.5 years younger than the giver), bypassing the giver’s children.

2. Flat 40% Tax Rate — The GST tax is separate from the estate and gift tax and has a flat rate of 40% on
transfers above the exemption limit.

3. Lifetime Exemption — As of 2024, the GST exemption is $13.61 million per individual. Transfers under
this amount are tax-free.

4. TIrrevocable Trusts & GST — If assets are placed in a dynasty trust, they can be protected from GST tax
for multiple generations if properly structured.

5. Direct Skips & Indirect Skips — The tax applies to both direct gifts to a grandchild and indirect
transfers through a trust benefiting a skipped generation.

Example of How GST Tax Works

o Example 1: A grandfather leaves $5 million directly to his grandchild. Sinee this is below the $13.61
million exemption, no GST tax applies.

o Example 2: A wealthy individual transfers $20 million to a trust for future generations. The first $13.61
million is exempt, but the remaining $6.39 million is taxed at 40%, resulting in a $2.56 million GST tax
liability.

How to Avoid or Minimize GST Tax

</ Use Dynasty Trusts — Properly structured irrevocable trusts can help shelter assets from GST tax for
multiple generations.

</ Leverage GST Exemptions - Make sure to utilize the lifetime GST exemption effectively when planning
large wealth transfers.

</ Annual Gift Exclusion~ Gifts under $18,000 per recipient (2024 limit) are exempt from GST tax.

</ Spousal Transfers — GST tax does not apply to transfers between spouses.

Last but not least: The GST tax rules primarily impact high-net-worth families looking to pass wealth
across multiple generations. Proper estate planning with trusts and exemptions can significantly reduce or
eliminate this tax burden.

Ecclesiastical Trusts: Legal Function & Use in Sovereignty Matters

An Ecclesiastical Trust is a trust established under religious, spiritual, or Indigenous law rather than statutory law.
These trusts often serve to protect assets, maintain sovereignty, and operate outside typical legal jurisdictions.
Below, we’ll break down their purpose, benefits, legal function, and challenges.

1. Purpose of an Ecclesiastical Trust

Faith-Based Asset Protection — Protects church, ministry, or Indigenous assets from government interference or
taxation.

Sovereignty & Self-Governance — Used by Indigenous nations or religious organizations to manage property
under spiritual law.

Non-Statutory Trust Structure — Operates outside traditional statutory trust laws, often governed by religious
doctrine or common law.

Ministry & Humanitarian Work — Allows a religious or Indigenous entity to provide services, housing, and
financial assistance within their community.

2. Legal Functions of an Ecclesiastical Trust



Operates under Canon, Ecclesiastical, or Natural Law — May be structured based on church doctrine, Indigenous
governance, or private trust law.

Trustees Act as Stewards, Not Owners — The trustees manage assets but do not own them personally, preserving
the trust’s sovereignty.

Can Be Private & Unregistered — Some ecclesiastical trusts avoid state registration to maintain privacy and
autonomy.

Recognized by International Law & Indigenous Rights — If properly structured, it may gain recognition under
religious freedom protections or treaties.

3. Benefits of an Ecclesiastical Trust
< Tax-Exempt Status — In some cases, assets held in an ecclesiastical trust may qualify for tax-exempt treatment.

</ Asset Protection — Assets are separated from individual ownership and protected from lawsuits, liens, and
government seizure.

</ Spiritual & Indigenous Sovereignty — Used by religious organizations or Indigenous nations to govern
independently from civil law.

</ Long-Term Wealth Preservation — Can safeguard assets for future generations, similar to a dynasty trust.
4. Legal Challenges & Considerations
Must Be Properly Structured — If not legally sound, courts may refuse to recognize'the trust.

Government & Court Recognition Varies — Some jurisdictions do not acknowledge ecclesiastical or sovereign
trusts as separate from statutory trusts.

Cannot Be Used for Fraudulent Purposes — Misuse (e.g., tax evasion-or fraudulent claims of sovereignty) can lead
to legal action.

May Require International or Tribal. Recognition — If tied to Indigenous governance, additional legal steps may
be needed for full protection.

5. Ecclesiastical Trusts & Sovereignty Movements
Ecclesiastical trusts are oftenused by:

Churches & Ministries —To protect religious assets, establish private membership associations, and operate under
spiritual law.

Indigenous Nations & Tribes. — To assert sovereignty, manage land, and create financial independence from state
control.

Private [Families & Organizations — To secure multi-generational wealth under religious or common law
jurisdiction.

Discussion Questions:
How do trusts differ from wills and other estate planning tools?
Answer: Trusts differ from wills and other estate planning tools in several key ways:

Here’s a simple comparison chart highlighting the key differences between Trusts, Wills, and Other Estate
Planning Tools:

Other Estate Planning Tools (e.g.,

Feature Trusts Wills Power of Attorney, Joint Ownership)
Probate . Varies (POA ends at death; Joint
Process Avoids probate Must go through probate ownership may avoid probate)

Privacy Private Becomes public record  Depends on the tool used

Control Over Can specify how and when Distributes assets in a Varies (POA allows control while alive;
Assets assets are distributed lump sum joint accounts give control to co-owner)



Other Estate Planning Tools (e.g.,

Feature Trusts Wills Power of Attorney, Joint Ownership)

Incapacity Provides management if Does not provide Power of Attorney can manage assets

Planning grantor is incapacitated incapacity planning during incapacity

Tax Benefits Some trusts offer  fax No direct tax benefits Depends on the strategy used

advantages

Flexibilit Revocable (changeable) or Can be changed until Varies (POA is changeable; Joint
y irrevocable (permanent) death ownership is harder to alter)

Legal Costs Higher initial setup costs but Lower upfront cost but Varies based on type of tool used

saves probate fees probate can be expensive

Why have trusts been historically used to protect wealth?
Trusts have been used for centuries as legal tools to protect and manage wealth across generations. Here’s why:

1. Asset Protection — Trusts shield assets from creditors, lawsuits, and financial risks.
Tax Efficiency — Many trusts help minimize estate taxes, capital gains taxes, and generation-skipping
transfer (GST) taxes.

3. Wealth Preservation — Trusts ensure that wealth is managed and distributed according to specific
terms, preventing reckless spending.

4. Avoiding Probate — Assets in a trust bypass probate, providing faster distribution and privacy compared
to a will.

5. Control Over Inheritance — Trusts allow customized distribution rules, such as age-based payouts or
incentives for beneficiaries.

6. Generational Wealth Transfer — Dynasty and irrevocable trusts allow families to pass wealth tax-free
for multiple generations.

7. Protection From Government Seizure — Certain trusts safeguard assets from government claims,
lawsuits, and divorce settlements.

Historically, royal families, aristocrats, and wealthy individuals have used trusts to maintain control over their
fortunes and ensure long-term financial security for their heirs.

Exercise: Research and summarize one historical case involving a trust and its legal impact.
Why Create a Trust?

e Asset Protection

o Estate Planning & Wealth Transfer

e Privacy & Confidentiality

o Tax Benefits

e Avoiding Probate- & Court Interference

Domestic vs. Offshore Trusts: U.S. Trusts vs. International Jurisdictions

Trusts can be established domestically (within the U.S.) or offshore (outside the U.S.), each with distinct legal,
financial, and tax implications.

1. Domestic Trusts (U.S. Trusts)

A domestic trust is one that is governed by U.S. law and is subject to U.S. regulations, taxation, and court
jurisdiction.

Key Benefits:

</ Familiar Legal System — Easier to enforce under U.S. laws.

</ Tax Reporting Simplicity — No need for foreign asset disclosures (unlike offshore trusts).

7 State-Specific Benefits — Certain states (e.g., Delaware, Nevada, South Dakota, and Alaska) offer strong
asset protection and privacy laws.

Downsides:

X Less Asset Protection — U.S. trusts can be subject to lawsuits, creditors, and judgments.
X No Tax Shelter Benefits — Income from U.S. trusts is still subject to U.S. taxation.



2. Offshore Trusts (International Trusts)

An offshore trust is established in a foreign jurisdiction, often in tax-friendly or asset-protection havens such as
Cayman Islands, Belize, Cook Islands, or Switzerland.

Key Benefits:

< Superior Asset Protection — Offshore trusts provide stronger legal protection against lawsuits, creditors,
and government claims.

</ Tax Advantages — Some jurisdictions impose low or no taxes on trust assets.

</ Increased Privacy — Offshore trusts often shield assets from public records.

Downsides:

X Complex Tax Compliance — U.S. citizens with offshore trusts must comply with IRS reporting (e.g.,
FATCA & FBAR filings).

X Costly Setup & Maintenance — Offshore trusts require higher legal fees and annual costs.

X Potential Legal Challenges — U.S. courts may still enforce judgments against trust assets under certain
conditions.

3. Tax Implications & Legal Considerations
U.S. Trusts:

Taxed on worldwide income (grantor trusts are taxed to the grantor; non-grantor trusts are taxed separately).
Subject to estate tax (up to 40%) if the trustor is a U.S. citizen.
Certain states (e.g., Nevada, Delaware) allow asset protection trusts with favorable tax treatment.

Offshore Trusts:

Must comply with IRS reporting (Forms 3520 & 3520-A, FBAR, FATCA, etc.).
Offshore trusts don’t eliminate U.S. tax liability if the grantor or beneficiary is a U.S. citizen.
Can reduce estate and income tax burdens if structured correctly (e.g., using foreign non-grantor trusts).

My final thoughts: Which Trust Is Best?

e Use a domestic trust if you want simplicity, U.S. legal protection, and easier tax compliance.
o Use an offshore trust if you need maximum asset protection, privacy, and potential tax advantages
(while ensuring compliance with IRS rules).

Week 2 Lesson 3: Key Components of a Trust
The Five Essential Elements of a Trust

Grantor (Settlor) — Who creates the trust

Trustee — Who manages the trust

Beneficiary — Who benefits from the trust

Trust Res (Corpus) — The assets held in the trust

Trust Agreement (Deed/Declaration/Certification/) — The governing document
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Understanding Trustee Roles & Responsibilities
A trustee is the individual or entity responsible for managing the assets within a trust on behalf of the

beneficiaries, according to the terms set by the grantor (trust creator). Trustees have legal, financial, and
ethical responsibilities that require careful management and decision-making.

1. Fiduciary Duties of a Trustee

A trustee owes a fiduciary duty to the beneficiaries, meaning they must act in the best interest of the trust and its
beneficiaries. This duty includes:

A. Duty of Loyalty



e The trustee must act in the best interest of the beneficiaries, avoiding conflicts of interest.
e They cannot use trust assets for personal gain or favor one beneficiary over another (unless authorized
by the trust).
B. Duty of Prudence

e The trustee must manage assets responsibly as a prudent investor, making sound financial decisions.
o Investments must be diversified to minimize risks.

C. Duty to Follow the Trust Terms

e The trustee must adhere to the trust document, ensuring assets are distributed correctly.
e They cannot change the trust’s terms unless explicitly authorized.

D. Duty of Impartiality

e The trustee must treat all beneficiaries fairly, balancing their interests.
e They cannot favor one beneficiary over another unless the trust dictates otherwise.

E. Duty to Keep Records & Provide Accounting

e Trustees must maintain clear financial records of all transactions.
o They may be required to provide an annual report or accounting to beneficiaries or the court.

2. Legal Liabilities of a Trustee
A trustee can be held personally liable if they fail to fulfill their fiduciary duties. Common legal risks include:
A. Breach of Fiduciary Duty
o If a trustee mismanages funds, engages in fraud, or fails to follow the trust terms, they can be sued by
beneficiaries.
o Example: If a trustee improperly invests trust assets and causes losses, they could be held personally
responsible.

B. Failure to Pay Taxes

e Trustees must ensure trust taxes are paid (e.g., income taxes, estate taxes).
o Failure to file tax returns or misreporting can result in IRS penalties.

C. Conflict of Interest & Self-Dealing

e A trustee cannot engage in transactions where they personally benefit at the expense of the trust.
o Example: If a trustee sells trust assets to themselves below market value, it is a breach of duty.

D. Improper Distribution of Assets

o Ifatrustee distributes funds incorrectly or before debts/taxes are settled, they may be personally liable
for losses.

3. Trustee Selection Process

Choosing the right trustee is crucial for proper trust administration. Trustees can be individuals or
institutions (such as banks or trust companies).

A. Individual Trustees

</ Pros:
e Often more personally familiar with beneficiaries.
e May charge lower fees than corporate trustees.
e More flexibility in handling trust matters.

X Cons:

o Risk of mismanagement if they lack financial expertise.



e Could become biased in family disputes.
e May face conflicts of interest (e.g., if they are also a beneficiary).

B. Corporate Trustees (Banks, Trust Companies, Law Firms)
<« Pros:

o Professional experience in trust administration and investments.
o Impartial decision-making, avoiding family conflicts.
o Provides continuity (institutional trustees don’t die or become incapacitated).

X Cons:

o Higher fees than individual trustees.
e May be less flexible in handling unique family needs.
e Can be slow in decision-making due to corporate policies.

C. Co-Trustees
A trust can have multiple trustees to balance responsibilities. Example:

e One family member trustee (for personal understanding).
e One professional trustee (for financial expertise).

Final Thoughts: Choosing the Right Trustee

When selecting a trustee, consider:

v’ Financial & legal knowledge (for trust management).

v Impartiality (to avoid conflicts).

v’ Longevity & reliability (for long-term trust administration).

v’ Willingness to serve (being a trustee is a serious responsibility).

Here’s a comparison table to help with trustee selection:

Criteria Individual Trustee Corporate Trustee Co-Trustees
May lack financial/legal . . . Combines personal
. Professional experience in e . .
Expertise knowledge unless familiarity with professional
. trust & asset management .
experienced expertise
Impartialit May be biased, especially if a Impartial ~ decision-making, Balanced  approach,  but
P y family member avoids family conflicts conflicts can still arise
Cost Usuglly lower or no fee if a ngher. fees for management Costs vary based on structure
family member & administration
Continuit Trustee may pass away or Continues indefinitely, Provides some stability if
y become incapacitated providing long-term stability corporate trustee is involved
Flexibility More flexible in handling Follows strict policies & More flexibility than a

unique family needs procedures corporate trustee alone

Can be efficient if
responsibilities are clearly
defined

Speed of Decision- Can act quickly, but may lack May have delays due to
Making legal knowledge corporate bureaucracy

o Higher risk if trustee lacks
knowledge  or  financial
discipline

Risk
Mismanagement

Lower risk due to professional Lower risk with professional
oversight involvement

. Potential for favoritism or No_personal C(.)nﬂwts’ l?ut Can mitigate conflict with
Conflict of Interest may not consider family .. .
balanced decision-making

personal gain dynamics

Best Trustee Choice Based on Situation

e </ For Small, Simple Trusts — Individual trustee (e.g., a responsible family member).

e < For Large or Complex Trusts — Corporate trustee (for professional management).

e < For Family Trusts with Wealth Management Needs — Co-trustees (balance between family
understanding and professional expertise).

Week 3: Lesson 4



Rights of Beneficiaries in a Trust

Beneficiaries are individuals or entities named in a trust to receive benefits from the assets held by the trust. Their
rights depend on the type of trust, the governing legal jurisdiction, and the specific terms set by the grantor.
Below are key aspects of beneficiaries' rights:

1. Distributions & Rights to Information
Distributions from the Trust

e Mandatory Distributions: Some trusts require the trustee to distribute income or principal to
beneficiaries at set intervals or upon reaching certain conditions (e.g., age 30).

o Discretionary Distributions: The trustee has the power to decide how and when distributions are made,
often based on the beneficiary's needs, health, education, or maintenance.

e Spendthrift Protection: Some trusts prevent creditors from accessing a beneficiary’s inheritance,
limiting their control over the funds.

Right to Information

e Beneficiaries typically have the right to receive a copy of the trust document (unless stated otherwise in
certain jurisdictions).
o They may also be entitled to accounting records, including:

Assets held by the trust
Income earned
Distributions made
Expenses paid

O O O O

o Exceptions: In some irrevocable trusts, trustees are not required to disclose certain details if the trust
document restricts access to information.

2. Can Beneficiaries Challenge a Trust?

Beneficiaries may challenge a trust under specific legal grounds. However, courts generally uphold trusts unless
clear evidence is presented. Common grounds for a legal challenge include:

A. Lack of Capacity

o If the grantor (the person who created the trust) was mentally incapacitated at the time of signing, the trust
may be deemed invalid:

B. Undue Influence or Fraud

o If someonepressured or manipulated the grantor into creating or modifying the trust against their free will,
the trust can be contested.

C. Improper Execution

e Trusts must comply with legal formalities (e.g., properly signed, notarized, and witnessed). A trust that
lacks these elements may be declared void.

D. Breach of Fiduciary Duty by Trustee

o If the trustee mismanages funds, engages in fraud, or fails to act in the best interests of the beneficiaries,
legal action can be taken to remove the trustee and recover damages.

E. Ambiguities in the Trust Document
o If the wording of the trust is unclear, beneficiaries may challenge it in court to clarify their rights.
F. Unlawful or Unenforceable Provisions
o If a trust contains illegal terms or violates public policy, a court may modify or invalidate those sections.

3. What Happens If a Trust Is Successfully Challenged?



e The court may invalidate the trust entirely or reform (modify) the trust’s terms.
e Assets may revert to the original estate, where they could be distributed under intestacy laws or a will.
o If atrustee is found at fault, they may be removed and replaced, and financial restitution may be ordered.

Lesson 5: Drafting & Structuring a Trust - Key Clauses in a Trust Document

e Purpose & Objectives
o Powers of the Trustee
e Discretionary vs. Mandatory Distributions

When drafting a trust, certain key clauses define how it operates, the roles of the trustee, and the rights of
beneficiaries. Below is a breakdown of essential clauses in a trust document:

1. Purpose & Objectives Clause
What It Is:

o This clause defines why the trust is being created and what it is meant to accomplish.
o It sets the guidelines for how the trust assets should be managed and used.

Examples of Purpose & Objectives:

7 Protecting family wealth for future generations.
7 Providing for a child’s education.

7 Caring for a special needs family member.

7 Charitable giving.

Why It’s Important:

e Helps courts and trustees interpret the grantor’s intent.
e Guides the trustee when making discretionary decisions.

2. Powers of the Trustee Clause
What It Is:

o Defines what actions the trustee is allowed to take in managing the trust.
e Specifies limitations to prevent abuse of power.

Common Trustee Powers Include:

</ Investing Trust Assets — Choosing how funds are invested (stocks, bonds, real estate).
</ Making Distributions —Deciding how money is given to beneficiaries.

</ Managing Expenses —Paying trust administration fees, taxes, or legal costs.

</ Hiring Advisors — Working with financial planners, lawyers, or accountants.

¥ Amending Terms — In some cases, the trustee may modify the trust if laws change.

Why It’s Important:

e Clearly defines the trustee’s authority, preventing mismanagement.
o Helps beneficiaries understand what the trustee can and cannot do.

3. Discretionary vs. Mandatory Distributions Clause
What It Is:
e Defines how and when beneficiaries receive assets from the trust.
Mandatory Distributions:
</ The trustee must distribute income or assets based on specific conditions.
</ Examples:
e “The beneficiary shall receive $50,000 per year for living expenses.”
e “The trustee must distribute 5% of the trust’s assets annually.”

</ Pros: Ensures beneficiaries receive consistent support.
<« Cons: Less flexibility; could lead to poor financial decisions by beneficiaries.



Discretionary Distributions:
7 The trustee decides when and how much to distribute.
</ Examples:

e “The trustee may distribute funds as needed for the beneficiary’s education, healthcare, and general well-
being.”

e “The trustee has full discretion to determine whether a beneficiary should receive funds.”
7 Pros: Allows flexibility based on the beneficiary’s needs.
< Cons: Could lead to disputes if beneficiaries feel unfairly treated.

Why This Clause Matters:

e Helps control wealth and prevent irresponsible spending.
e Provides flexibility for changing life circumstances.
e (Can protect beneficiaries from creditors, lawsuits, or divorce claims.

Last but not least

A well-drafted trust document should be clear, detailed, and legally sound to prevent mismanagement or legal
challenges. These key clauses define who controls the trust, how it operates, and how assets are distributed.

Week 4: Lesson 5: Breaking Down: Funding the Trust

Funding a trust is the process of transferring assets into the trust so that it becomes legally effective. Without
proper funding, a trust is just an empty legal document with no control over any assets. Here are the key aspects
of funding a trust:

1. Transferring Property into the Trust
What It Is:

o This involves legally changing the ownership of assets from the individual (grantor) to the trust.
e Once transferred, the trust—not the individual-—owns the assets.

Types of Property That Can Be Transferred:

</ Real Estate — A new deed must be recorded in the trust’s name.

</ Bank Accounts — The trust becomes the account owner, or a new account is created.

7 Stocks & Investments — Ownership must be updated with the financial institution.

</ Personal Property (Jewelry, Art, Collectibles, etc.) — An assignment of ownership is needed.
</ Business Interests — Shares or membership interests can be transferred to the trust.

</ Life Insurance — The trust can be named as the beneficiary of a policy.

Why It Matters:

o If assets aren’t properly transferred, they may not be protected under the trust.
o Unfunded trusts often require probate (defeating one of the main purposes of creating a trust).

2. Tax Implications of Funding a Trust
What It Is:
e Depending on the type of trust, there may be income tax, gift tax, or estate tax consequences.

Tax Considerations by Trust Type:

</ Revocable Living Trust — No immediate tax consequences; assets remain part of the grantor’s taxable estate.
</ Irrevocable Trust — Assets are removed from the grantor’s estate, potentially reducing estate taxes, but may
trigger gift tax.

7 Grantor Trust — The grantor is responsible for taxes on trust income.

</ Charitable Trust — May provide tax deductions for charitable giving.

Why It Matters:
o Improper transfers could trigger gift tax liability.

e Some trusts provide estate tax advantages if structured correctly.
e Tax planning ensures the best strategy for wealth preservation.



3. Protecting Assets from Creditors
What It Is:
o Certain types of trusts can shield assets from lawsuits, creditors, or financial judgments.

Which Trusts Offer Protection?

</ Irrevocable Trusts — Assets in these trusts are no longer the grantor’s property, making them hard for
creditors to access.

</ Domestic Asset Protection Trusts (DAPTSs) — Available in some U.S. states, these trusts protect assets while
allowing some access.

7 Offshore Trusts — Held in foreign jurisdictions with strong asset protection laws.

What Doesn’t Work?
Revocable Trusts — Offer no protection because the grantor retains control.
Fraudulent Transfers — Moving assets into a trust to avoid existing creditors can be reversed by courts.

Why It Matters:

e Asset protection strategies help safeguard wealth from lawsuits or claims.
o Trusts can provide financial security for future generations.

Last but not least

Funding a trust is a crucial step in making sure it serves its intended: purpose. It requires proper legal
documentation, tax planning, and asset protection strategies to be effective.

Week 5: lesson 6: Breaking Down: Trust Administration & Compliance

Once a trust is established and funded, it mustbe properly managed to ensure legal compliance and fulfillment of
its intended purpose. Trust administration involves the trustee’s duties, financial oversight, asset distributions,
and potential modifications or termination of the trust.

1. Managing a Trust
What It Is:

e The trustee is responsible for managing assets, following the trust terms, and acting in the best
interest of beneficiaries.
e This includes investing assets prudently, handling tax filings, and ensuring legal compliance.

Key Responsibilities of a Trustee:

< Asset Management — Investing or maintaining trust property according to the trust’s terms.
7 Legal Compliance — Following state and federal laws regarding trust administration.

</ Communicating with Beneficiaries — Keeping beneficiaries informed about trust matters.
</ TaxFilings — Ensuring the trust complies with tax laws and filings.

Why It Matters:

e Proper management ensures the trust operates efficiently and legally.
o Mismanagement can lead to legal disputes, financial losses, or removal of the trustee.

2. Record-Keeping & Accounting
What It Is:
e Trustees must keep detailed records of all trust activities, including income, expenses, investments, and
distributions.
e Beneficiaries have a right to request accounting records in many cases.
Key Record-Keeping Responsibilities:

</ Bank Statements & Financial Records — Documenting all transactions.
</ Tax Returns & Filings — Keeping accurate records for IRS compliance.



< Investment Reports — Monitoring and reporting asset performance.
</ Distribution Logs — Tracking payments made to beneficiaries.

Why It Matters:

o Ensures transparency and accountability in trust management.
e Helps protect the trustee from legal claims of mismanagement.

3. Distribution of Assets
What It Is:

o The trustee follows the trust’s instructions on when and how beneficiaries receive assets.
e Distributions can be mandatory (fixed payments) or discretionary (trustee decides based on
conditions).

Types of Distributions:

</ Lump-Sum Payments — Entire inheritance is given at once.

</ Staggered Payments — Distributions occur at certain ages or milestones.

</ Discretionary Distributions — The trustee controls when and how much is given based on need or behavior.
</ Income vs. Principal Distributions — Some trusts allow beneficiaries to receive only investment income,
while the principal remains protected.

Why It Matters:

e Proper distribution ensures fairness, financial security, and legal compliance:
e Discretionary distributions allow flexibility in supporting beneficiaries without enabling reckless
spending.

4. Modifying or Terminating a Trust
What It Is:
e A trust can be modified or terminated under certain legal conditions, depending on its type and terms.

Reasons for Modifying a Trust:

</ Change in Laws — Tax laws or regulations may require adjustments.

</ Change in Beneficiaries’ Needs — If circumstances change, modifications may be necessary.

</ Error or Ambiguity in the Trust Document — If the wording is unclear, a court may allow corrections.

Reasons for Terminating a Trust:

< All Assets Have Been Distributed — The trust has fulfilled its purpose.

</ Trust Purpose No Longer Exists — If the reason for the trust is no longer relevant, it may be dissolved.
</ Court Order — A judge may terminate a trust if it is impractical or unfair to continue it.

Methods of Modification or Termination:

e Revocable Trusts — The grantor can modify or terminate at any time.
e Irrevocable Trusts — Usually require court approval or unanimous consent from beneficiaries.

Why It Matters:

e Trusts must remain flexible to adapt to changing financial, legal, or personal circumstances.
e Understanding modification rules ensures proper compliance and protection of assets.

Last but not least
Trust administration is a complex but essential process that ensures a trust operates legally, ethically, and

effectively. Trustees must carefully manage assets, maintain records, distribute funds properly, and adapt
the trust when necessary.

Week 5: Lesson 7: Breaking Down: Taxation & Legal Considerations



Inner-standing the taxation of trusts is crucial for both trustees and beneficiaries. Trusts are treated differently
from individuals and businesses under federal and state tax laws, and improper tax handling can lead to legal
complications.

1. Federal & State Tax Laws

What It Is:

e  Trusts must comply with both federal and state tax laws.
e Depending on the trust type, it may be taxed at the trust level or the beneficiary level (pass-through taxation).

Key Taxation Rules for Trusts:

< Revocable Trusts — Treated as part of the grantor’s personal taxes (not separate entities).

<« Irrevocable Trusts — Considered separate taxable entities and must file their own tax returns.
</ State Taxes — Some states impose income tax on trusts, while others do not.

7 Capital Gains Taxes — Trusts may be subject to capital gains tax if assets are sold.

Why It Matters:

o Failing to follow state and federal tax laws can result in penalties, audits, or legal disputes.
e Understanding tax rules helps minimize tax burdens and maximize trust benefits.

2. Tax Identification Numbers for Trusts (EINs)
What It Is:

e Revocable Trusts (Grantor Trusts) — Do not require a separate Employer Identification Number
(EIN). The grantor’s Social Security Number (SSN) is used for tax purposes.
e Irrevocable Trusts — Require a separate EIN because they are treated as independent tax entities.

How to Obtain an EIN for a Trust:

7 Apply online through the IRS website.

</ Submit Form SS-4 to the IRS.

7 Use the EIN for tax filings, banking, and trust administration.

Why It Matters:

o EINs ensure that the IRS correctly tracks the trust’s income and tax obligations.
o Failure to obtain an EIN can lead to tax confusion, delays, or penalties.

3. Trust Taxation vs. Personal Taxation
What It Is:

e Trusts are taxed differently than individuals. Some trusts pass tax obligations to beneficiaries, while
others pay taxes at the trust level.

Key Differences:

Aspect Trust Taxation Personal Taxation

Who Pays Taxes? The trust (or beneficiaries if distributed) The individual

Tax Rates Trusts have higher tax rates on lower income Progressive tax rates for individuals

brackets

Deductions Limited deductions Stapdard and itemized  deductions
available

Pass-Through Some trusts pass income tax liability to All income is taxed directly to the

Taxation beneficiaries individual

Example:

e A trust earns $20,000 in income in a year.
o If the income stays in the trust, it is taxed at trust tax rates (which can be high).



o If the income is distributed to beneficiaries, they report it on their personal tax returns at individual tax
rates (often lower).

Why It Matters:

e Strategic tax planning can help reduce tax burdens by properly structuring distributions.
e Trusts must carefully follow tax laws to avoid penalties and ensure compliance.

Last but not least

Taxation is one of the most complex but important aspects of trust management. Trustees must ensure proper
tax reporting, compliance with federal and state laws, and strategic distributions to minimize tax liabilities.

Week 6: Lesson 8: Breakdown: Court Jurisdiction & Legal Challenges

Trusts can be powerful legal tools for asset protection, but they are not immune to legal disputes. Inner-standing
how trusts can be challenged, how to defend them, and how jurisdictional strategies (such as Ecclesiastical
Deed Polls) can be used is crucial for trustees and beneficiaries.

1. How Trusts Can Be Challenged

What It Is:
Trusts may face legal challenges from beneficiaries, creditors, or outside parties who claim the trust is invalid,
unfair, or improperly managed.

Common Grounds for Challenging a Trust:

7 Lack of Capacity — Claiming the grantor (creator of the trust) was mentally incompetent when creating the
trust.

</ Undue Influence — Alleging the grantor was pressured or coereed. into making changes to the trust.

</ Fraud or Forgery — Arguing that signatures were forged or the trust document was manipulated.

</ Failure to Follow Legal Formalities — If the trust wasn’t properly drafted, signed, or executed according to
state laws.

</ Breach of Fiduciary Duty — If a trustec. mismanages funds, fails to act in the best interest of beneficiaries,
or engages in self-dealing.

</ Improper Asset Transfers — If assets were not legally transferred into the trust, they might be subject to
probate or creditor claims.

Why It Matters:

o Ifatrustis successfully challenged, it can be partially or fully invalidated, leaving assets vulnerable.
e Trustees and beneficiaries must be prepared to defend the trust’s legitimacy in court.

2. Defending a Trust Against Lawsuits

What It Is:
A well-structured trust should include legal safeguards that make it difficult to challenge. If a lawsuit arises, the
trustee and beneficiaries need a strong defense strategy.

Strategies to Defend a Trust:

</ Proper Documentation — Keeping detailed records of the trust’s creation, including medical evaluations (for
capacity) and witness testimonies.

</ Trustee Compliance — Ensuring the trustee follows fiduciary duties and keeps accurate financial records.

¥ No-Contest Clause — Some trusts include a "no-contest clause", which disinherits beneficiaries who
challenge the trust without valid legal grounds.

</ Legal Representation — Trustees should work with experienced trust and estate attorneys to defend against
challenges.

</ Proof of Intent — If allegations of undue influence or fraud arise, evidence like video recordings, signed
statements, or historical financial records can help prove the grantor’s true intentions.

7 Jurisdictional Strategies — Placing the trust in a jurisdiction with strong asset protection laws can help
shield it from legal attacks.

Why It Matters:



e A poorly defended trust can be dissolved, allowing assets to be seized by creditors, contested by
family members, or subject to estate taxes.
e A strong legal defense ensures the trust’s intent is honored and assets are protected.

3. Using an Ecclesiastical Deed Poll for Jurisdictional Challenges

What It Is:

An Ecclesiastical Deed Poll (EDP) is a document of self-declaration used in some legal theories to challenge
jurisdiction, particularly in courts that operate under statutory or admiralty law. Some believe it can be used to
assert sovereignty or challenge legal authority over certain matters.

How It’s Used in Trust Challenges:

</ Challenging Court Jurisdiction — Some legal theorists argue that an EDP can be used to remove a case
from statutory jurisdiction into common law, ecclesiastical, or private jurisdiction.

</ Declaring Sovereignty — A trustee or beneficiary may issue an EDP to declare their standing outside the
statutory system.

</ Demanding a Fair Hearing — An EDP may be presented in court to argue for higher jurisdictional
authority over the trust and its administration.

Potential Legal Considerations:

e U.S. courts do not universally recognize EDPs, and their effectiveness depends on how the court
interprets jurisdictional claims.

o Challenging jurisdiction using an EDP requires a strong inner-standing of trust law, ecclesiastical law,
and legal precedent.

o If not used properly, it could be dismissed, and the trust could remain under standard court jurisdiction.

Why It Matters:

e If successful, an EDP could remove the trust from certain legal challenges or prevent government
interference.
o However, it must be carefully structured and aligned with existing legal protections to be effective.

Last but not least
Legal challenges to trusts can come from multiple directions—whether from family disputes, creditor claims, or

jurisdictional battles. A well-drafted trust with strong legal defenses and a jurisdictional strategy (including
potential use of an EDP) can ensure that assets remain protected and legal challenges are minimized.

Week 7: Lesson 9: Breakdown: Advanced Trust Strategies

In high-level trust planning, offshore trusts and jurisdictional strategies play a key role in asset protection,
privacy, and tax efficiency. Inner-standing the difference between legal asset protection and illegal tax
avoidance is crucial when structuring a trust.

1. Offshore Trusts & Jurisdictional Strategies

What It Is:
An offshore trust is a trust established in a foreign jurisdiction (outside the grantor’s home country) to
enhance asset protection, estate planning, and financial privacy.

Why Use Offshore Trusts?

< Greater Asset Protection — Some jurisdictions have strong legal protections that make it difficult for
creditors or lawsuits to seize trust assets.

< Privacy & Confidentiality — Many offshore trust jurisdictions do not publicly disclose trust ownership or
beneficiaries.

</ Tax Benefits (Legal Structuring) — Depending on the country, offshore trusts may provide lower taxes on
capital gains, inheritance, or income.

</ Diversification of Assets — Holding assets internationally reduces reliance on a single country’s economy or
banking system.

Common Jurisdictional Strategies for Offshore Trusts:
7 Selecting the Right Jurisdiction — Some countries offer stronger protections against court orders from the
U.S. or other foreign nations.



7 Using a Foreign Trustee — Ensuring the trustee is based outside of your home country can add legal barriers
for creditors.

</ Combining with LLCs or Foundations — Pairing an offshore trust with a foreign LLC or private
foundation can add extra layers of protection.

7 Irrevocability & Spendthrift Clauses — Ensuring assets cannot be accessed by creditors or reckless
beneficiaries.

Potential Risks & Considerations:

Regulatory Scrutiny — Offshore trusts are often monitored for potential tax evasion.

Legal Complexity — Requires skilled legal and financial advisors to ensure compliance with both domestic and
foreign laws.

Costs — Offshore trusts can be expensive to set up and maintain compared to domestic trusts.

2. Best Countries for Offshore Trusts

What It Is:
Certain countries specialize in offshore trust services, offering legal protections that make it difficult for courts,
creditors, or governments to seize assets.

Top Offshore Trust Jurisdictions & Their Benefits:

/ Cook Islands — One of the strongest asset protection jurisdictions, trusts here/are almost impossible to
penetrate under U.S. law.

7 Nevis — Offers strong creditor protection, making it difficult to challenge or break a trust in court.

</ Belize — Known for strict privacy laws and quick trust setup.

/ Cayman Islands — A top financial hub with zero direct taxes on trusts:

</ Switzerland — A long-standing leader in banking secrecy and trust protections.

</ Isle of Man — Well-regulated, providing solid protection against foreign judgments.

Factors to Consider When Choosing a Jurisdiction:

Legal System — Does the country recognize and enforce strong trust protections?

Privacy Laws — Will the trust structure remain confidential?

Asset Protection Strength — Are there strong barriers against foreign creditors and lawsuits?
Tax Policies — Will the trust be taxed under local or foreign laws?

Cost & Maintenance — Are setup and maintenance fees reasonable?

3. Asset Protection vs. Tax Avoidance

What It Is:
There is a major legal distinction between asset protection (which is legal) and tax evasion/avoidance (which
can be illegal).

Legal Asset Protection:

</ Moving assets into a properly structured trust to shield them from lawsuits and creditors.
</ Using a discretionary trust where assets are owned by the trust, not the individual.

7 Using offshore jurisdictions to protect privacy and wealth from political instability.

Illegal Tax Avoidance (Tax Evasion):

Failing to report offshore trust assets to tax authorities (IRS, HMRC, etc.).
Using offshore trusts to launder money or hide illicit funds.

Creating a sham trust where the grantor still controls the assets completely.
Using offshore trusts solely to avoid taxes without a legitimate purpose.

Ensuring Legal Compliance:

Proper Reporting — In the U.S., offshore trusts must comply with FATCA (Foreign Account Tax Compliance
Act) and IRS reporting requirements.

Legitimate Estate Planning Purpose — The trust must serve a valid asset protection or inheritance planning
function beyond just tax benefits.

Use of Trust Experts — Work with attorneys and financial planners to structure the trust correctly.

Last but not least
Advanced trust strategies, including offshore trusts, can offer powerful asset protection and estate planning

benefits, but they must be structured legally and carefully. Choosing the right jurisdiction and ensuring
compliance with tax laws is key to avoiding legal risks.




Week 7: Lesson 10: Breakdown: Sovereign & Private Trust Structures

Sovereign and private trust structures are advanced legal instruments used to protect assets, maintain privacy,
and establish self-governance for nations, tribes, and private estates. These trusts operate outside the
traditional statutory frameworks and can be powerful tools for economic independence and wealth
preservation.

1. Establishing a Private Trust for a Nation or Tribe

What It Is:

A sovereign or private trust is a non-statutory, common law-based trust established for a sovereign entity,
such as a tribe, indigenous nation, or private family estate. This structure allows for the management of
resources, land, and wealth outside of external governmental control.

Key Characteristics of a Sovereign or Private Trust:

</ Operates under Natural/Common Law — Not bound by corporate or statutory laws unless voluntarily
contracted.

</ Self-Governance — Provides autonomy for tribes, sovereign nations, or private estates to manage their own
affairs.

7 Asset Protection — Shields assets from government overreach, taxation, and legal claifas.

</ Privacy & Confidentiality — Unlike corporations or statutory trusts, these trusts are not subject to public
records.

</ Perpetual Existence — The trust can continue indefinitely, allowing for multi-generational wealth transfer.

Steps to Establish a Private Trust for a Nation or Tribe:

1. Declare the Trust — The sovereign entity (tribe, nation, or estate) declares the creation of a private trust
via a trust indenture or covenant.

2. Appoint Trustees — Trustees manage the trust’s assets on behalf of the beneficiaries (e.g., tribal
members or future generations).

3. Define the Purpose — The trust should outline its mission, such as land stewardship, economic
development, or wealth preservation.

4. Transfer Assets — Tribal land, businesses, gold, curreney, or other assets are placed into the trust to be
managed under its authority.

5. Operate Under a Governing Law — The trust should specify whether it follows ecclesiastical,
indigenous, or common law principles.

6. Protect Against External Interference — The trust should include legal mechanisms to resist foreign
claims, lawsuits, or taxation.

Example Use Cases:

Indigenous Sovereignty Trusts — Used by Native American, First Nations, and Aboriginal groups to protect
land and resources from government seizure.

Tribal Economic Development Trusts — Used to manage businesses, casinos, agriculture, and trade
enterprises while avoiding federal taxation.

Ecclesiastical Trusts — Used by religious or spiritual communities to hold sacred lands, temples, or assets in
perpetual trust.

Private Family Trusts — Wealthy families use private trusts to maintain control of their assets across
generations without government interference.

2. Holding Property & Business Interests in Trust

What It Is:
A trust can own property, businesses, and other financial interests, ensuring that assets remain protected,
tax-advantaged, and immune from lawsuits or government claims.

Benefits of Holding Property & Businesses in a Trust:

</ Lawsuit Protection — Assets held in trust cannot be directly seized by creditors or courts.

<« Tax Efficiency — Depending on the jurisdiction, trusts can reduce or eliminate certain taxes on income and
property.

7 Privacy & Anonymity — The trust, not an individual, owns the assets, shielding the true owner from public
records.

</ Generational Wealth Transfer — Prevents family wealth from being lost due to probate, inheritance tax, or
government intervention.

< Business Continuity — Businesses held in trust can operate indefinitely, even after the founder's death.

How Property & Businesses Are Placed in a Trust:



1. Title Transfer — Real estate, land, and business ownership documents are transferred into the trust’s
name.

2. Trustee Management — The trustee oversees the use, leasing, or sale of property as per the trust
agreement.

3. Beneficiary Use — The trust can allow beneficiaries (e.g., tribal members, family heirs) to use land,
collect income, or reside on the property.

4. Income & Business Revenue — Business profits are directed into the trust, where they may be
reinvested, distributed, or used for trust purposes.

5. Tax Planning — Strategic structuring ensures the trust pays minimal or no taxes depending on its legal
jurisdiction.

Example Use Cases:

Real Estate Trusts — Wealthy families and tribes hold large amounts of land in trust to prevent forced
government seizure.

Business Trusts — Corporations are placed inside trusts to avoid probate, lawsuits, or foreign taxation.

Gold & Cryptocurrency Trusts — Holding precious metals or digital assets in trust protects wealth from
financial system collapse.

Intellectual Property Trusts — Royalties from books, music, inventions, or patents are collected and protected
in a private trust.

Last but not least
Sovereign and private trust structures are some of the most powerful legal tools for wealth preservation,

sovereignty, and economic independence. They allow nations, tribes, and individuals to operate outside of
traditional government systems while safeguarding assets for future generations.

Week 8: Lesson 11: Breakdown: Practical Applications & Case Studies
1. Real-Life Case Studies

o Examination of notable trust structures used historically and in modern times.

e Analysis of high-profile cases where trusts were successfully used for asset protection, tax planning, or
estate transfer.

e Lessons learned from trustdisputes‘and legal battles.

2. Trusts in Business & Investment

o How businesses use trusts for liability protection and tax efficiency.
e The role of trusts in venture capital, real estate holdings, and stock portfolios.
o Case examples of entrepreneurs and investors leveraging trusts to safeguard assets.

3. Wealthy Families & Multi-Generational Trusts

o Strategies used by affluent families to preserve and grow wealth across generations.

o The Rockefeller, Rothschild, and Walton family trusts: how they are structured and their long-term
benefits.

e Structuring dynasty trusts for wealth preservation and philanthropic purposes.

4. Sovereign Entities & Ecclesiastical Trusts
o How nations, tribes, and sovereign entities establish trusts to manage communal wealth.

e The role of ecclesiastical trusts in religious organizations and their legal standing.
o Case studies of successful sovereign and ecclesiastical trust structures in history.

Week 8: Lesson 12: Final Part of the Course: Setting Up a Trust — Workshop & Q&A
At this point you must learn to apply what we have learned throughout the course.
1. Walk through of Drafting a Trust Document

o Step-by-step guide on structuring a trust document.
o Key clauses:



Declaration of Trust — Establishing intent and purpose.

Grantor & Beneficiaries — Defining roles and rights.

Trustee Powers & Duties — Scope of authority and fiduciary obligations.
Distribution Terms — Discretionary vs. mandatory payouts.

Asset Protection Measures — Shielding assets from creditors and legal claims.
Dissolution & Amendments — Rules for modifying or terminating the trust.

o O O O O O

2. Exercises: Creating a Sample Trust

o [ want Each you to draft a basic trust document based on your specific goals (personal wealth, business,
tribal, or ecclesiastical trust).

e Review and feedback on structure, language, and compliance.

e We will have a group discussions on real-world applications of your drafted trusts.

3. Open Q&A and Final Discussion
e Addressing common concerns and challenges in trust creation.
o How to seek legal and financial advice for real-world implementation.
o Final insights on maximizing the effectiveness of a trust for asset protection, tax strategy, and legacy
planning.

Chief Amarakhan Flying Eagle

Email: chiefflyingeagle@proton.me
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