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THE POWER OF DIRECTED TRUSTS: A Guide for Trustors

Creating a trust is a powerful way to manage and protect your assets for

the benefit of your loved ones. But what exactly is a trust, and why is it
important for it to be a directed trust? Let’s break it down.

What is a Trust?

A trust is a special relationship where someone called the trustor, who owns the assets, gives another
party, the trustee, the responsibility to hold and manage these assets. The trustee does this for the benefit
of the beneficiary, who will ultimately receive the assets. Think of the trustee as a manager who follows the
instructions laid out by the trustor in the trust agreement, which acts like a detailed instruction manual.

Choosing the Right Trustee

When selecting a trustee, many people consider family members, friends, or trusted advisors. However,
managing a trust requires more than just good intentions. It involves making financial decisions, handling
investments, as well as navigating tax and regulatory matters. Not everyone has the experience or
willingness to take on these responsibilities.

That’s where a corporate trustee can be a valuable option. A corporate trustee brings professional
expertise to the table, ensuring that the trust is managed efficiently and in accordance with your
intentions. However, sometimes trustors want to keep certain decisions with advisors or family members
whom they already have relationships.

The Role of Directed Trusts

This is where directed trusts come into play. A directed trust allows the trustor to appoint an adviser and
committees to make specific decisions instead of the corporate trustee. For example, if you have a trusted
financial advisor or money manager, you might want them to handle investment decisions. Or, you might
want someone else to decide when and how the beneficiaries receive distributions.

By creating a directed trust, it allows you more control and flexibility.
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Why South Dakota?

When it comes to managing and administering trusts, South Dakota has emerged as a national leader and
premier jurisdiction. The state is known for having some of the best directed trust statutes in the country.
These laws make it easy for the trustor to appoint experts, in addition to the corporate trustee, to oversee
the trust’s asset allocation, diversification, investment management, and distributions. Additionally, a
directed trust can provide a structure that involves family members and their advisors in the decision-
making process for your trust.

Choosing a Directed Trust

Directed trusts offer a unique balance of flexibility and control. They allow you to leverage the expertise of
professionals while still making personalized decisions about your assets. By considering a directed trust,
you ensure your legacy is managed according to your wishes, providing you peace of mind and security for
your beneficiaries. So, whether you’re planning for the future or managing your assets today, a directed
trust can be a valuable tool in your financial toolkit.
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For more information on how we can create a tailored Trust Services solution for you, please contact us

today.
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