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Trusts: Driving
Your Legacy

Trusts are powerful tools which can be used to help pass your wealth

• Exposed to claims of potential creditors. The reality of the
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a set of instructions for exactly how and when to pass assets to trust

category. Professionals have potential malpractice plaintiffs
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to think about. Any beneficiary that drives could one day be
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married (or could get married in the future) may one day be

choosing, and provides a means whereby your goals can be accom-
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there are plenty circumstances which call for planning with trusts
(and professional trustees) for families who are not ultra-wealthy.

DO I REALLY NEED A TRUST?
If probate is difficult, expensive and/or time consuming in your state,
or if you have property in multiple states, you may be well-advised to
do your estate planning with what is called a revocable living trust. If
executed properly, this technique avoids probate—the public process
by which a court oversees the administration of the will. Trust planning that avoids probate can save time, money, and preserve privacy.
Whether your plan is done with a Revocable Living or a Will, you

• Wealthy or on their way to becoming wealthy. Trusts can be a
great tax-management tool.
• Young, and need a trustee to manage their inheritance until
they’re grown and responsible.
• Receiving state benefits because of their special needs.
• Spendthrifts whose money always burns an immediate hole in
their pockets.
• Addicts, and need a trustee to protect them from themselves
• Elderly surviving spouses who can’t or don’t want to learn how
to deal with managing the bills, budget, taxes, and investments
following the death of a spouse.

may choose to create a trust inside your will, called a “testamentary
trust.” This may be appropriate if your beneficiaries are:
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In fact, several national experts on estate planning suggest that inheritances should always
be left in trust.

TRUSTS FOR Athletes
Ah Summer… The long hot days. Barbecues, pool parties, lightning bugs, watermelon, and sports. Summer is the season
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ASSET PROTECTION

you. At the end of the process, people have
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peace of mind knowing that when they pass
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away their trustee will take special care of
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their loved ones, and that they are leaving the
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legacy they always wished to leave.

trusts can be a good tool to shelter wealth
from the claims of these potential credi-
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ESTATE TAX
Trusts are a great tool to limit, or sometimes eliminate, estate taxes that would
be due upon the death of the athlete or
spouse in the absence of good planning.
For wealthy decedents, estate taxes can be
substantial, making planning to mitigate
their impact a great investment. Without
planning, taxes can significantly reduce the
size of the financial legacy that the athlete
had planned for family or philanthropy.

STATE INCOME TAX
Many athletes earn some (or a large portion) of their income in states with high
state income taxes. Incomplete NonGrantor trusts established in a state, like
South Dakota, with no income tax, can
serve to alleviate some of the state income
tax burden.

JD, CPA is the Senior

an ex-spouse.

INCOME TAX DEFERRAL

Trust Officer at First

LIFE INSURANCE

likely have investment income (from

Covenant.

He enjoys

teaching and speaking.
If you are interested in
having David speak to
your firm, clients, or an event, please contact us.
David has recently spoken at:
• A CLE conference on technical tax and trustrelated topics
• An accounting firm on grantor trusts and
generation skipping transfer taxes
• An estate planner’s lunch-and-learn group on
drafting IRA trusts
• A revival conference on the importance of
estate planning
• A group of non-profit organizations and their
donors on the legacy of planned giving.

Athletes may be well-advised to purchase
substantial life insurance policies—whether to cover estate taxes, provide income
protection, or simply provide liquidity for
their families in the event of an untimely
demise. In these situations, structuring the
policy to be trust-owned will almost always
be advantageous compared to the insured
owning the policy. With an Irrevocable Life
Insurance Trust (aka an “ILIT”), proceeds
can be free from estate tax in the insured’s
estate, but can be sheltered from estate tax
on the spouse’s death and for generations
to come. ILITs can also protect proceeds
from not only the insured’s creditors but
from the beneficiary’s creditors as well.

Athletes who have earned for some time
portfolios of marketable securities, rental
real estate, or other investment ventures)
that they aren’t using to fund their living
expenses (especially while they’re still playing and earning sports-related salaries).
Trust strategies can be implemented to
defer income tax on that income—as
if that income had been placed in a taxadvantaged retirement account.
First Covenant has experience helping
athletes and prominent wealthy families. If
you have clients who may benefit from one
or more of these strategies, we encourage
you to contact us.
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Outside of the office, Paul owns and operates RBI Tri-Cities, a baseball and softball

Fun FACT

training facility, which hosts a baseball and softball camp every summer. This year
was the 5th year and the camp continues to be a great success. We are proud of Paul
for all he accomplishes in and out of the office!
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NAMING FIRST COVENANT AS EXECUTOR/TRUSTEE
It is our goal to serve as a resource to the planning community. First Covenant’s advisors
assist other professionals with various aspects of client service. Examples include brainstorming estate plans for challenging fact patterns, discussing income taxation of retirement plans,
answering questions about existing trusts and duties of fiduciaries or income/gift/estate
tax preparation support. First Covenant is also available for presenting on various topics,
including estate planning, tax legislation and planning, trust planning and charitable giving.
Feel free to contact us for assistance with anything related to our services or to schedule a
presentation. To name First Covenant Trust in a document, please use: First Covenant Trust
and Advisors, LLC, currently located at 801 Sunset Dr., Johnson City, TN 37604.

UNITED WAY WEEK OF
CARING: FIRST COVENANT
AT THE ARC OF
WASHINGTON COUNTY
Recently, a group from First Covenant Trust
and BCS Wealth Management took part in the
United Way Week of Caring to volunteer at
the Arc of Washington County. They built two
benches, assembled a shelf unit, and helped the
kids at the respite center make crafts to sell in
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order to give back to the community. The Arc’s
mission is to enable persons of all ages with disabilities to live as contributing, valued members
of the community.

