
W
hich is the better estate planning tool, a will or a trust? That 
depends on you and your circumstances. Years ago, many 
young men seeking to make a fortune would sign up to board 

a sailing vessel to bring back gems, spices, and other items desired by 
the populace. At that time there was little law enforcement looking 
out for the rights of anyone other than the aristocracy. When men 
signed up for a voyage, they needed someone to look after their 
family and property. They needed someone they could trust. The Trust 
is a contract. The contract set forth that the man providing the money 
was the grantor. The person holding and managing the money was 
the trustee. And the trustee managed the money for the benefit of 
the beneficiaries, the family and loved ones of the grantor.  When the 
man returned home, the trust terminated. So, in summary, a trust is 
a contract with three parties: the person(s) who sets it up (grantor), 
the person(s) who manages the money and assets (trustee), and the 
person(s) who benefits from the trust (beneficiaries).

A trust is viewed as a legal entity. Trusts today can be living or 
testamentary, revocable or irrevocable. The most common is the 
revocable living trust. A revocable trust can be changed, amended, 
altered or eliminated by the grantor(s) at any time while the grantor 
is alive. An irrevocable trust cannot be changed, amended, altered or 

eliminated under most circumstances. However, an irrevocable trust 
can be changed, etc., if all parties, grantor, trustee, and all beneficiaries 
agree to the change.

A living trust is set up while the grantor is alive. A testamentary trust 
is a trust that is created when the grantor dies. The grantor states, in 
his or her Will, the terms and conditions of the trust and who will be 
the trustee and beneficiaries of the trust. All testamentary trusts are 
irrevocable, but they typically contain terms describing how and when 
the trust can end.

When the trust is established, it contains terms and as to when, how 
often, and under what terms and conditions the trustee is to provide 
funds for the beneficiary. After the choice of the person to be the 
trustee, the terms and conditions are the most important part of the 
trust agreement.

Today people use trusts for a variety of reasons. People with children 
who have drug or alcohol problems may establish a trust. Those with 
loved ones who were born with a disability, or are otherwise on the 
Social Security Supplemental Security Income (SSI) program will set 
up a Supplemental Needs Trust. Those who have loved ones who 
have money management issues may set up a trust whereby another 
person can be in charge of the money and give the money to the 
loved one as the trustee sees fit under the directions set forth in the 
trust.

Many people establish a revocable living trust for themselves. That 
person establishes a trust which makes the grantor the trustee and 
beneficiary. The revocable living trust then contains terms which 
provide who the successor trustee will be when the grantor/trustee 
becomes disabled and when the grantor/trustee passes away. Suze 
Orman and others espouse the use of the revocable living trust 
to avoid the strictures and delays of probate. While that is true in 
California and Florida, probate is not a difficult, arduous process in 
Pennsylvania.

The greatest use of a trust today is for long-term care asset 
protection. A person or couple can establish an irrevocable trust and 
place assets in the trust such as investments and real estate to protect 
these assets in the event of an expensive, extended long-term care 
stay. The grantor can continue to have an exclusive right to live in the 
home, and to receive all of the income from the investments. He/she/
they cannot sell the home nor have access to any of the underlying 
principal. After five years, these assets are protected and will not have 
to be sold in order to have access to Medicaid for long-term care costs.
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