
Reprinted from THE WALL STREET JOURNAL
. Wednesdav. Februarv.;1.. 1987- .

Revocable Living Trusts Become
Popular Option in Estate Planning

say. A testamentary u"us1. crC3ted after dC3th,
must go through probate.

"(Revocable) living U"USts have become
th~ preeminent m<xiem estate-planning tOOL ., says

Lynn HopewelL a F:ills Church, Va., fmanc:,al

planner.
Disadvantages of rev0C3ble living U"USts

are relatively few, estate planners say. But thc:-e
are some. including the hassles of aansfening the
titles to homes and other property. bank accountS,
securities, businesses and other investmentS Into
the name of the U"USt. Legal fees for setting up a
trust range from $700 10 SI,800,

For a home refinancing, some lende:s
demand that the house title be taken out of a. living
trust. Lawyers say some insliwtions that buy
mmtgage.s in the secondary market from thriftS
and banks won't buy ItX)rtpges in the name of a.
trust. because they fcar that some UrevOC:1ble
trustS may have stipulations preventing a trustee
from selling the property. After the rcfinancin g is
completed. the home can be aansfcncd back to
the trust.

The li~ing trust business is booming-
especially in California. where severa11aw fimIS
have sprung up specializing in living ttUsts:
Targeting ~le age 55 and over, they give
seminal1 at retirement clubs of corporations,
Bezaire, Belaire. Bez.aire It; Bel.aire, San Marino,
Calif., say. it bas set op 4,(XX) living trustS in the
past four YeaI1. Robert Amulrong, a San Diego
a ttorn e y , says his r Inn bas "'fnP Ieted 2. (XX) living
trustS in the past five yem. A Glendale. Calif.,
investment club even offas seminars at which
members, aided by a trust attorney, fill out trus[
documentS for S325 each.

Bu[ many lawyers don't go oU[ of their
way to tell clientS about living U"USrs. says Maria
B e1.aire, a partner in th e Bezaire law f mn.u wy crs
would rather write wills for S6O and then make :1
bundle when the will is probated. she says.

Probace court fees, as mandated by
C;ili[omia law, average 4% to 7% of the gross
value of an estate-S6,300 Cor a SI00,(XX) e.state
and ~2,300 foraSl million estate. (Average fees
in other states xangc from J.8% in Utah to 11 % in
Alaska.) In addition. SpeGial (ees are granted bY:1
court (or sales of assecs durin g probate, prcpar;Uion
of estate-taX rCDlmS and litigation COSCS. The
avcragc probate takes cwo ye.ars to complete in
c.1lif om ia.

In contr3St. BC:Z3ire & BeZ3ire charge.s
0.5% of the De[ value-or value of the estate 3J"ter

dcbcs~paid-(ortenninating~ living !ruSLPeople
wi1ljng to settle a lrust with a. notary or accounun[
need no[ pay evcn tha[ much. and the process Qfi

YOUR MONEY MATTERS
By wi C. Gottschalk Jr.

When John Tapp's father died four years

:0, he lefta w"ill and campliC3ted business affairs
at went through probate. NIt was a mess, " Mr.

lpp says. Estate taxes and probate fees were

:'-ty.
After that. My. Tapp and his wife. Linda.

lib 42 - Ye3r ~ki accountan ts in San Gabriel. Calif~

aced all their assets in a revocable living trust.

IYs Mr. Tapp. NOur tWo children will end up

lib more money and fewer headaches."

More and more Amcricans~ doing what

~ Tapps did-puaing Ibeir assets in revocable

inS ttUSts. In such a plan. titles to real estate,

:uritics and other assets ~ placed in a /rust
Iile the owner is still alivc. The trust document
tlincs insD'UCtions for managing the assets and

:tributing them aftrc the individual's death. The
Jple who cre:lte the trust can act as their own

s~c:s. so there ~ no management fees or loss

cantrol. They can change the trust at any time.

Th c ad van ta g es of Ii vin I ttuSIS over wills

: considezablc. Under a will, an estate must be
tlcd in probate court. Lawyers' fees and COUIt
its often arc substUtial; there may be

ISpcrating delays. and the proceedings are a

tter ofpublic record. fu conllUt, alivinK trust

cttIcd without a court proce«1iDi: a successor

;tec simply distributes assets according to dIe

.t's instructions, with an accountant, DOtary
,lic or lawyer certifying any transfer of titles.
: process is much quicker, cheaper and more

'ate than settling a will. and it may save on
.Ie taxes.

Trusts C:in be contested. but not a.s ca.sily
:ontesting a will. When an estate goes to

)ate in C.1lifomia. the court freezes its assets

:our months and ash anyone to come forward

contest the will if they please. Someone
:csting ~ will doesn't even need to hire a

(cr.
But to contest a ttUSt. a disgruntled heir

is to hire a i.1wyer and rue a civil suit. The
ts of a living ttUSt arm 't noun. however. and

rustec C:1n distribute them to the beneficiaries
:ediately. The disgruntled heir then would
, to sue ClC!l beneficiary.

ibiIity and Savings
Many other kinds of trUStS uc used for

c p~ning. but the revoc:lble living trUSt is

'ing in popul.1ricy, An iJTevOC:ible living [lUSt

s Ibe same ;ldvantagcs of avoiding probate
perhaps saving on esule taXes. but. C3USCS

lems b=usc it Qn't be ;:h:inged. lawyers

be comple~ in a matter of dA,!s.

~ost married couples hold title to their

house as joint tenants. Upon the death of the fIrSt
STX>use. the house doesn't have to pass through

probate. But when the second spouse dies. unless

heorshe has placed the home in joint tenancy with

anotherperson. the property will be probated. The

same is trUe of bank accounts. stocks and other

assets. A living D'Ust is one way to avoid that

problem.
It can 3.lso save on federal estate ta.~es.1f

a couple has :1 so-c:1lIed A-B living trUSt, with
separate trusts for the husband and wife. they C;In

passon up 1051.2 million taX-freetotheirchildren.
trUSt attDmeys say. Under this method. ~ch trust

can use the S6OO.(XXJ federal estare-taXcxemption.
even if one STX>use dies before the other: in that
case the surviving STX>use C3n dr3won the other's
trUSt, with certain restrictions; when the second

dies. both trUSts go 10 the children.. Without the A-
B plan. the children wouldpaySZ35.(XXJin fedCt:11

la.x.es on a 51.2 million estate. Ms. Bezaire says.

'The Groucho Marx Problem'
A growing number of older Amenc:ms

are putting their assets infO living trUSts because

hey want to avoid being placed under a court-

Lppointed guardian if they become unable 10

nanage their affairs. If a borne or stOCk is in joint
enancy, a wife can't sell it if her husband has a

troke and isn 't compe~nc. 50 she must get the

~un 10 appoint her as conservalOr and chen must

:eep scxupulous ~.
A living trUSt "avoids the Groucho Marx

roblem, "saysW. Bailey 5mith..1 NewponBeac.i.
:alif.. lawyer who specializes in ~state-tax
lanning. In his 80's, conu-ary to his desire. Mr.

,farx was declared incompe~nt bY:1 Los Angeles
ourt. At the time. he was living with a woman
amed Erin Fteming, who said he preferred her as

is glWdian. After a messy coun battle. though. a
:larive was appoin~d as his guardian. "With :1

ving trust. he could have specified in advance
hom he wanted to manage his affairs if he ever
~e incompe~nt." Mr. Smith says. A will

m't be used for chis kind of contingency,

Privacy is another argument for a living
liSt. YAnyoneC:ln go down to Los AngelesprobaIC
lurt and find out that Natalie Wood had a 56
iltion esta~ that included 19 fur coatS." Mr.

nichsays. Ifa living O"Ustis contestcd,:he barrier

'privacy may be breach cd; otherwise. no de13ils
out beneficIaries or l.'Ie ::513[e emer :he public

::ord. Bing Crosby. for o:xample. set up a living
LSt before he died in 1977. :md "you on't tInd

y public details" about his ~suu:. .\1r. Smith

~s.


