Trusts Vs. Wills: 6 Reasons You Need Both
By Carla Wigen
New clients often ask me: “Carla, why would I consider setting up a trust,
if I already have a will?” My short answer: Because life happens.
By that, I mean there are six key things that a will cannot do (or not as well)
as a trust. The following are those key things, not in any order of preference.
The right type of trust for your situation can maximize all these benefits,
compounding the impact your wealth can have on your life now and for
generations to come.
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Wills are transactional: they transfer ownership and are only effective when
you pass away. After that, the assets are controlled by the new owners and
that ownership evolves as their life happens. Also, wills do not actually
control how certain key assets transfer (see box on next page).
TRUST SOLUTION: A trust allows for a more targeted, time-released
approach to wealth distribution. Within the trust document, you can specify
what assets go to whom and when. For instance, say you want your dear
old vacation home to stay in the family. You can transfer ownership to a
trust, with enough additional assets to provide for property maintenance
and upkeep over many generations. You can also add directions on how the
property might be used by the family or who must agree to actually sell it
down the road. (In Washington State, a trust can last as long as 150 years.)
Trusts are also protective. In case of marriage, divorce, remarriage, etc.,
ownership of trust assets stays with the beneficiaries you name. Also, assets
placed in certain types of trust are not usually accessible to future creditors if
transferred within prevailing guidelines.

2. Privacy
Wills are thought of as very private matters. However, wills must be filed with
the local court and even examined by the local probate court after you pass
away. Anyone can then ask for the court file and view the will (some courts
even offer online access), hence all the articles about famous people’s wills.
TRUST SOLUTION: Assets within a trust and the terms of the trust remain
private, even during the probate process. The trustee will continue to carry
out the terms of the trust as you have specified with only your beneficiaries
knowing what the trust provides. A trust can also become operative at the
time you pass away, with assets automatically transferred to it at that time.
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3. Taxes
A will is limited when it comes to tax planning. While the
amount you can exempt from federal estate tax has been
doubled — to roughly $11.4 million ($22.8 million for a married
couple) — this higher level will expire by the end of 2025
unless renewed by Congress. Given the politics of today, we
are working under the assumption that the current estate tax
exemption will not be renewed and could even be reduced
below prior levels. Also, many states, including Washington,
levy their own estate taxes.
TRUST SOLUTION: There are a variety of specialized trusts that
can hold greatly appreciated assets (a business, a copyright,
commercial real estate) and/or assets that are likely to
appreciate greatly, so they are out of your estate but can
still be used to support you and your spouse during your
lifetimes and your heirs and/or charities after you are gone.
Or a trust can hold a life insurance policy whose proceeds
will cover estate taxes.

4. Expediency
Probate is a legal process for settling your estate that can take
more than a year, costing your heirs time, money and potential
conflict. Keep in mind that in some states, such as California,
probate can take much longer than in others.

WILL NOT DO
Surprising to many people, certain
significant assets do not transfer
through a will. Instead, they will go
straight to the beneficiary named or
the joint owner, regardless of what
the will may say. These include:
• IRAs and other types of
retirement accounts
• The proceeds of life insurance
policies and annuities
• Stock options and other types
of equity compensation
• Bank and financial accounts
held jointly with someone else
• Real estate held in joint tenancy
Therefore, it’s important to plan
separately for these types of assets,
including keeping your beneficiary
and joint account designations up
to date.

TRUST SOLUTION: Assets placed in a trust, regardless of type
or location, bypass the probate process. This is especially
important if you have property in more than one state. In that
case, property, including a business in another state, would have to go through the probate
process in that other state. This can create costly delays in how your assets are managed and
missed opportunities.
One solution is to transfer ownership of the assets to a revocable trust, whose terms and beneficiaries
you can change at any time. After you pass away, the revocable trust becomes irrevocable, allowing
the assets to be managed according to your wishes.

5. A Plan B
As I mentioned earlier, a will applies only upon death. What happens to your assets during your
lifetime if you become disabled or incapacitated? A Power of Attorney and healthcare directives
(including what is known as a living will) are necessary. But they do not provide guidelines about how
your assets are to be managed long term.
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TRUST SOLUTION: For assets transferred to a trust, the
trustee can step in and manage the assets according to your
wishes. This is especially important if you have a business,
extensive real estate holdings or other assets that require
ongoing oversight and expertise. If you have assets that
require specialized expertise to manage, you can appoint
co-trustees.

6. Legacy
A will is one way to transfer assets to family members and
nonprofits. But again, when those assets change owners,
the intent or purpose for your giving is likely to dissipate
over time.

ACCESS TO DIGITAL ASSETS
In the past few years, most states,
including Washington State,
have passed the Revised Uniform
Fiduciary Access to Digital Assets
Act (RUFADAA). This allows
wills, trusts, powers of attorney
and other documents to include
written instructions that give
your designated fiduciaries (the
executor of your will, your trustee,
etc.) access to your digital assets,
such as websites, social media
accounts, etc. Without such written
persmissions, access to digital
assets could be denied.

TRUST SOLUTION: By defining and carrying out your intent
over time, a trust can create legacy. As you specify the terms
of the trust, you are aligning what you know and what you
value with your asset base. In that alignment, people tend
to gain a strong sense of conviction about what is most
important to them. And then, after the trust is set up, there is often a sense of exhilaration combined
with relief. Another positive is that discussions and interactions around the terms of the trust can
bring a family closer together, and an example of that is a multi-generational trust with a charitable
component.
Say you transfer a high-value real estate property to a Charitable Remainder Trust (CRT). The trustee
could then sell the building, invest the proceeds and make annual payments to you (and your spouse)
for your lifetimes. After that, the trust payments can continue to your heirs and then to a nonprofit
you want to support, or go straight to the nonprofit.

What, When and How
The six key benefits described above are possible only if a trust(s) is properly set up and managed.
And for that to happen, you need to know: Which type of trust would be best for your situation? What
assets should you transfer to the trust and when? How should those assets be managed/invested?
Whether you want to explore trusts in general, or talk about specifics, we are here to help and answer
these and other questions.

A Plan for Your Wealth and Life
Effective wealth planning is built on conversations that matter, as well
as numbers.
Find out more
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DISCLOSURE
All investments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and the income
derived from them can go down as well as up. Future returns are not guaranteed and a loss of principal may occur. All investment performance can
be affected by general economic conditions and the extent and timing of investor participation in both the equity and fixed income markets. Fees
charged by LNWM will reduce the net performance of the investment portfolio.
The information presented herein does not constitute and should not be construed as legal advice or as an offer to buy or sell any investment product
or service. Any opinions or investment planning solutions herein described may not be suitable for all investors nor apply to all situations. All opinions
expressed are those of Laird Norton Wealth Management and are current only as of the date appearing on this material.
Any accounting, business or tax advice contained in this presentation (or communication, including attachments and enclosures) is not intended as a
thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related penalties.
Some investments may not be publicly traded and they may only allow redemptions at certain times conditioned on various notice provisions and
other factors as more fully described in the related offering and subscription documents provided at the time of the investment. Due to the nature of
these types of investment funds, hedge funds, fund of funds, and similar partnership-like investment vehicles, they should be considered illiquid. In
addition to restrictions on redemption, they often include holdback provisions that may delay a full redemption for several months or longer. There is
no guarantee that the amount of the initial investment can be received upon redemption. Due to the nature of the tax reporting that may be available
from these types of investments, clients should expect to extend the filing of their tax returns.
A benchmark is an unmanaged index, and its performance does not include any advisory fees, transaction costs or other charges that may be incurred
in connection with your investments. Indices are statistical composites and are shown for informational purposes only. It is not possible to invest
directly in an index. Indices are unmanaged and are not subject to management fees. Any benchmark whose return is shown for comparison purposes
may include different holdings, a different number of holdings, and a different degree of investment in individual securities, industries or economic
sectors than the investments and/or investment accounts to which it is compared. Comparisons of individual account or portfolio performance to an
index or benchmark composed of indices are unreliable as indicators of future performance of an actual account or portfolio. Actual performance
presented represents past performance net of investment management fees unless otherwise noted. Other fees, such as custodial fees or transaction
related fees may not be reflected in the actual performance results shown.
Certain information herein has been obtained from public third party data sources, outside funds and investment managers. Although we believe
this information to be reliable, no representation or warranty, expressed or implied, is made, and no liability is accepted by Laird Norton Wealth
Management or any of its officers, agents or affiliates as to the accuracy, completeness or correctness of the information herein contained. In
addition, due to the nature of an investment or the date of the creation of the attached presentation, some values shown or used in the calculation of
performance may be based on estimates that are subject to change.
All data presented is current only as of the date thereon shown. Laird Norton Wealth Management is comprised of two distinct entities that may offer
similar services to clients and both operate under the name of Laird Norton Wealth Management. Laird Norton Trust Company, LLC is a State of
Washington chartered trust company. Its wholly owned subsidiary, Laird Norton Wealth Management, LLC, is an investment advisor registered with the
Securities and Exchange Commission. Such registration does not imply any level of skill or expertise.
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