Multigenerational Wealth Planning with Trusts

By Kristi Mathisen and Carla C. Wigen

Many people with significant wealth have a trust (or two) in their estate plan.
More often than not, the trusts funded during life are “revocable” (see box
below) and for a special purpose or to hold specific assets. Generally, it is after
people pass away that the major pieces of their estate plan take effect. Upon
death is when the will or a revocable trust serves as the pass-through mechanism
to fund “irrevocable” trusts for the benefit of loved ones and charities.

Both Types of Trusts Are Useful

Revocable or Living Trusts —
Operate only during the lifetime of
the grantor (the person setting up
the trust). Assets in revocable trusts
remain in the grantor’s estate and
the terms can be changed at any

A lifetime irrevocable trust, by contrast,
is set up, funded, and starts to operate
for the benefit of loved ones and
charities while you are alive. Similar to a
trust that is funded at death, lifetime
irrevocable trusts can benefit multiple
generations within a family.
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Why establish a multigenerational
trust while you are alive instead of
making it part of your estate plan?

time by the grantor. Upon death of
the grantor, assets in revocable
trusts avoid probate (but not estate

taxes) and can be transferred to
irrevocable trusts.

on tax and wealth
planning strategies.

There are many good reasons. For one,
getting a trust up and running during
your lifetime can improve the odds that
it will operate as you intend and
achieve what you want to do for your
family and community. This allows you
to gain conviction in your overall estate
plan. Additionally, there is currently a
major estate tax incentive to fund a
multigenerational trust.

Irrevocable Trusts — Can operate
while the grantor is alive and/or
after the grantor passes away.
Assets in irrevocable trusts are out
of the grantor’s estate and
controlled by a trustee; trust terms
cannot be easily changed.

Below is a closer look at four key advantages of establishing and funding a multi-
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function over many decades are highly dependent on the capabilities of the
trustee, the person or entity that administers the trust. It is vital that the trustee
you choose know and understand your intent and be prepared and capable of
carrying out those wishes currently and in the future.
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If the trust is activated while you are alive, you can see how well the trustee is
managing the assets in the trust, interacting with your beneficiaries, and carrying
out your intent. If there are concerns or problems, you or someone you
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designate could change the trustee, assuming that is
specified in the terms when the trust is written. You can Why a Corporate Trustee

also consider a trust as a tool for training and educating

younger generations. Meeting with the trustee on a Especially for multigenerational
regular basis allows younger family members to become trusts, there are many reasons to
familiar with how the trust is managed and operates and choose a corporate trustee over
the role the trust can play in their lives. Adult children or an individual, no matter how trusted

and well-intended that individual is.
Few people have the expertise,
time, willingness and dedication to
serve as trustee over long periods

grandchildren can also become co-trustees for their own
trusts at appropriate ages, increasing their responsibility
for the trust's success.

Peace of mind. Having advised families of wealth over of time.
many generations, we find there is great peace of mind The benefits of a corporate
that comes from observing how your legacy is manifesting trustee include:

when you make lifetime gifts. With a gift in trust, you have
the assurance that your assets have been committed to
the purpose you intend and can see the gift in action.
Making sure that trust assets will go to people or
organizations you love can be extremely gratifying and ¢ Ir;}shtutonil k?ovx{lledge l""bO‘g
allow you to play a role in how the beneficiaries use those the trust, the family goals an

) . the beneficiaries
assets if you so desire.

e Experience
e Internal advisory committees
o Continuity of management

¢ Integrated experts and

Privacy. Using an irrevocable lifetime trust, you may have team support

options to keep the gift secret until a future date, while ¢ Unbiased

still completing an important part of your estate plan. ¢ Professional relationship
Trusts are set up as separate legal entities and operate * Aware of changing laws,
independently. Depending on which state the trust is best practices

located in, beneficiaries may not be required to be

notified about the gift and the existence of a trust for their benefit. Furthermore, a trust’s beneficial
owners are kept private, which means that the wealth you have set aside for future generations will
not be public information.

Timely tax-efficiency. Families with significant wealth have a unique (but time-limited) opportunity to
fund multigenerational trusts. Currently, an individual can transfer up to $12.92 million to
beneficiaries (more than $25 million for a married couple) without paying federal estate, gift, or
generation skipping tax; this is double the amount allowed prior to 2018. This expanded tax
exclusion is temporary; it is due to expire at the end of 2025 if not renewed by Congress.

Transferring assets to a trust now takes advantage of that opportunity. A 2019 determination from
the IRS preserves the higher exclusion for those who use it before the law changes it, in essence
locking it in. This has created a use it or lose it situation. The “use” means giving assets

away — directly to beneficiaries or to a trust — up to the full exclusion ($12.92 million per person),
which is enough to fund a trust that can benefit children, grandchildren and/or charities over a long
period of time. Furthermore, a gift now freezes the value of the property for estate tax, removing its
appreciation from the estate.
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Estate Tax Savings: An Example

John, age 75, has an estate valued at $18 million that he wants to go to his daughter (67%) and
the university he attended (33%). If in 2024 he transfers a gift of $12 million to a trust for those
two beneficiaries, his estate will save $940,000 in taxes upon his passing (say in 2027), allowing
significantly more to go to the university and to his daughter.

2024 Transfer to Trust
Gift to trust: $12 million

Beneficiary: Daughter ($8 million) | Beneficiary: University ($4 million)
Tax Due: None
Remaining estate: $6 million

W'th. $12 million Without a Trust
in Trust

Estate at death (2027) $6 million $18 million
Estate tax due $1.62 million* $2.56 million**
END RESULT
Estate tax savings $940,000 None
Total to daughter $10.42 million $10.30 million
Total to university (nonprofit) $5.95 million $5.15 million

*Reflects 2023 tax credit of $3.15 million for gift transferred to trust (vs. post-2025 credit of $2.53 million).
**Assumes federal estate tax exclusion reverts to pre-2018 levels adjusted for inflation.
NOTE: Totals shown reflect rounding.

In Sum

All trusts — and especially multigenerational ones — must be carefully planned. They must accurately
reflect your current needs, future goals, your entire asset base, and the interests and capabilities of
family members. As a trust company and investment advisor, we are able to work with you and your
family to arrive at trust solutions that will work best for you, your beneficiaries, and the legacy you
want to create.
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DISCLOSURE

All investments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and
the income derived from them can go down as well as up. Future returns are not guaranteed, and a loss of principal may occur. All
investment performance can be affected by general economic conditions and the extent and timing of investor participation in both the
equity and fixed income markets. Asset allocation, due diligence, and diversification do not guarantee a profit or protect against a loss.
International investments may involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally
accepted accounting principles, or from economic or political instability in other nations.

This presentation is not intended as investment advice; we offer investment advice only on a personalized basis after understanding the
client’s individual needs, objectives, and circumstances. The information presented herein does not constitute and should not be
construed as legal advice or as an offer to buy or sell any investment product or service. Any accounting, business or tax advice contained
in this presentation is not intended as a thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it
sufficient to avoid tax-related penalties. Any opinions or investment planning solutions herein described may not be suitable for all
investors nor apply to all situations. All opinions expressed are those of Laird Norton Wealth Management and are current only as of the
date appearing on this material.

A benchmark or index is an unmanaged statistical combination of securities designed to be representative of the performance of an asset
class, sector or investment style. Indices are shown for informational purposes only and it is not possible to invest directly in an index.
Indices are not subject to management fees. Comparisons between a composite or a portfolio and an index or benchmark are unreliable
as performance indicators and should not be considered indicative of the performance that may be experienced in a particular managed
portfolio.

Certain information herein has been obtained from public third-party data sources, outside funds and investment managers. All data
presented is current only as of the date shown. Although we believe this information to be reliable, no representation or warranty,
expressed or implied, is made, and no liability is accepted by Laird Norton Wealth Management or any of its officers, agents or affiliates as
to the accuracy, completeness or correctness of the information herein contained.

The information contained in this document is the confidential and the proprietary property of Laird Norton Wealth Management. It is
intended only for those to whom it is presented by the company and may not be copied or otherwise distributed without its express
prior written permission.
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