SHOULD I USE A
REVOCABLE OR
IRREVOCABLE TRUST?
“Trusts can satisfy many different respective underlying
objectives, and you should understand all of the facts so
that you can protect your resources and provide for each
person that you love in the ideal manner.”

CAPRICE L. COLLINS

You have a number of different legal devices at your disposal when you are
engaged in your estate planning efforts. Trusts can satisfy many different
respective underlying objectives, and you should understand all of the facts so
that you can protect your resources and provide for each person that you love in
the ideal manner.

A major distinction between classes of trusts is the power of revocation. There
are some trusts that you can revoke, and there are also irrevocable trusts. Let's
look at some of the reasons why you may want to use a revocable living trust.
Control and Efficiency
If you were to create a revocable living trust, you would be referred to as the
grantor of the trust. The trustee is the individual who administers the trust, and
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the beneficiaries receive monetary distributions from the trust.

When you establish a
revocable living trust, you
can act as the trustee
throughout your life, and as
the grantor you can also act
as the initial beneficiary. This
ensures ongoing control of
the assets, and the power of
revocation is there if you
want to revoke the trust entirely and take back direct personal possession of the
property that you conveyed into it.

In the long run, the objective is to get the assets into the hands of your loved
ones after you pass away. To account for the future, you name a successor
trustee to manage the trust after you are gone. You could use someone that you
know personally, or you could alternately engage a professional fiduciary. Trust
companies and banks provide trust administration services.

You instruct the successor trustee with regard to the way that you want the
assets transferred to the beneficiaries after your passing when you create the
trust declaration. These instructions would be followed after your death, and the
probate process would not be a factor.

The avoidance of probate is a major benefit that you gain when you use a
revocable living trust instead of a last will. Probate is an expensive and timeconsuming legal process, and the heirs have to wait it out before they can
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receive their inheritances. Transfers that take place through the terms of a living
trust are not subject to probate.
Incidents of Ownership

From a legal perspective, you retain incidents of ownership when you create a
revocable living trust, because you still control the assets in the trust, and you
have the power of revocation.

This is positive on the one hand if you are concerned about a loss of control, but
there is another side to this coin. Assets in a revocable living trust would not be
protected from lawsuits, and they would be part of your estate for estate tax
purposes.
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Many people seek Medi-Cal eligibility as senior citizens, because Medicare
does not pay for long-term care. Medi-Cal will pay for living assistance, but it is
only available to people who can demonstrate a significant level of financial
need. Assets in a revocable living trust can prevent you from obtaining Medi-Cal
eligibility.

There are irrevocable trusts that can be established to satisfy these objectives.
You surrender incidents of ownership when you create an irrevocable trust. The
assets would not be part of your estate, and they would be protected from
lawsuits. Plus, you could convey assets into an irrevocable Medi-Cal trust to
qualify for Medi-Cal to pay for long-term care.
Summary
If you want to completely separate yourself from assets in a legal sense, you
could convey resources into an irrevocable trust. Since you surrender
ownership, you can gain certain benefits, including asset protection and estate
tax efficiency. An irrevocable trust can also be part of a Medi-Cal planning
strategy.

A revocable living trust can be useful if you do not have any of these concerns
and you want to be certain that you do not lose control of the assets. After your
passing, the assets would be transferred to the beneficiaries in accordance with
your wishes in a timely and efficient manner.

You should certainly understand all of your options when you are devising your
estate plan. If you schedule a consultation with a licensed estate planning
attorney, you can act in a fully informed manner and devise a custom crafted
plan that is ideal for you and your family.
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