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INTRODUCTION 

An Irrevocable Income-Only Trust (“IOT”), called also Medicaid Trust or Care Trust, is a trust 

where the settlor keeps a life estate, meaning that he has access to the income of the trust or 

enjoyment of trust property while the principal has already been irrevocably given to other 

beneficiaries. Before going into the details of this kind of trust, let’s review the different 

irrevocable trusts available to our clients.  

While revocable trusts have been used for probate avoidance and incapacity planning, irrevocable 

trusts have been typically used for transfer of wealth with reduced gift or estate tax liability and to 

provide asset protection for the next generation. Trusts serving this purpose are known as Credit 

Shelter Trusts, Marital Trusts or Dynasty Trusts; there also exist split interest trust such as CRTs 

(Charitable Remainder Trusts), GRATs (Grantor Retained Annuity Trusts), QPRTs (Qualified 

Personal Residence Trusts), and ILITs (Irrevocable Life Insurance Trusts). In these trusts, the 

primary beneficiary of the trust is not the settlor but a different person or group of persons. While 

tax planning at the federal level concerns less than 10% of the population (since the tax exemption 

is set at $5 million and indexed with inflation), tax planning may still be an issue in certain states 

that have decoupled from federal estate tax. Finally, the preservation of family assets for 

descendants may still justify the use of marital trusts.    

Irrevocable trusts are being increasingly used for the protection of assets during the life of the 

grantor. Several states, including the Commonwealth of Virginia, have adopted legislation 

allowing the use of DAPTs (Domestic Asset Protection Trusts). With this form of trust, the settlor 

is the beneficiary of the trust; however, creditors do not have access to the trust assets. In a classical 

revocable trust, creditors could ask the trustee to make distributions from the trust to the settlor, 

after which those creditors would have access to the assets. In a DAPT, if the transfer to the trust 

was not fraudulent, and after a certain waiting period which varies from one state to the other, 

creditors cannot ask the trustee to make distributions to the settlor if the DAPT has a spendthrift 

provision. With a DAPT, the settlor can ask the trustee for unlimited distribution. This trust should 



be considered for successful entrepreneurs and for individuals in high risk personal liability 

professions such as developers or surgeons who want to have assets sheltered from potential future 

creditors. However, this trust is unfit for Medicaid asset protection, because the assets are available 

to and can be reached by the settlor.   

Another popular irrevocable asset protection trust is the Special and Supplemental Needs Trust 

(“SNT”).  These trusts can be self-settled or third party trusts. They are designed to maximize 

government benefits for a person with disability. In order for a self-settled SNT to be approved by 

Medicaid, the trust needs to comply with the following three requirements: (1) the person needs to 

have a disability, (2) the trust needs to be created before the person with a disability reached the 

age of 65, and (3) the trust has to have a Medicaid pay-back provision. 

Income-Only Trusts (IOTs) have become popular among the senior community because, if created 

well in advance, the trusts are totally protected from Medicaid claims, the settlor has access to the 

income of the trust and there is no need to comply with the requirements of a self-settled SNT.   

IOTs are designed for middle-class Americans who were not able to purchase long term care 

insurance with sufficient coverage and are concerned with the cost of long-term care. Seniors may 

be concerned that the cost of long term care may render their spouses destitute or that they may 

not be able to afford a certain level of quality of care.  Perhaps they want to transfer a part of their 

wealth to the next generation as part of their American dream. 

According to Evan Farr in Planning and Defending Asset-Protection Trusts, nursing homes are 

the most likely and one of the most expensive creditors that the average American is likely to face 

in his or her lifetime.   

According to the 2015 Nursing Home Date Compendium, 2.6% of the over-65 population and 

9.5% of the over-85 population reside in nursing homes. Women constitute nearly two-thirds 

(65.6%) of the nursing home population.    

Medicaid planning is similar to tax planning in that it is based on carefully reading the rules and 

then applying them intelligently.   

 

 



A. What are Self-Settled Income Only Trusts? 

1. Purpose of Using IOTs 

The IOT separates the income from the principal as well as the administration of the income and 

the principal. The settlor and the settlor’s spouse may retain control and use of the income during 

their lives while the principal, which has already been irrevocably given to another group of 

beneficiaries, is being administered by a trustee other than the settlor. 

The purpose of the IOT is to allow a person to transfer assets to children via the trust while still 

being entitled to the income but, like a SNT, protecting the settlor’s entitlement to receive 

government benefits in the eventual need of long-term care.  

 

2. Structure of the IOTs 

a. Irrevocability 

In order for a trust to be irrevocable, the settlor cannot have access to any portion of the corpus or 

the income on the corpus1.  In order to ensure that the trust is completely irrevocable, the language 

of the trust needs to state that there is absolutely no access to the principal by either the settlor or 

the settlor’s spouse.   

For income tax planning, drafters often include a power for the settlor to substitute assets for 

equivalent value in the irrevocable trust2. This is one of the provisions that will make an irrevocable 

trust an “Intentionally Defective Grantor Trust.” With this qualification, the trust’s income can be 

reported on the grantor’s income tax return even if the income was not distributed to the grantor.  

This provision is unnecessary for the IOT, since the settlor is to receive the income of the trust.  In 

addition, such a provision may be viewed by an eligibility worker as the settlor having access to 

the principal, which risks disqualification from Medicaid for the settlor.   

Irrevocability means that the settlor cannot unilaterally revoke the trust.  Va. Code §64.2-729 (B) 

provides that a Court can reform or terminate a trust with the consent of all the beneficiaries if the 

court concludes that continuance of the trust is not necessary to achieve any material purpose of 

                                                           
1 42 U.S.C. § 1396p(d)(3)(B) 
2 IRC § 675(4)(C) 



the trust.  A non-charitable irrevocable trust can be terminated upon the consent of the settlor and 

all of the beneficiaries3. For this purpose, it is important that the drafter have beneficiaries that are 

both known to him and cooperative.  

b. Keeping Control 

If parents, instead of creating trusts, were to make direct gifts to children, their gifts would not be 

protected against their child’s creditors’ claims, a child’s potential divorces, bad habits, or need 

for financial aid. 

 Settlor Serving as Trustee.  One of the best way to for the settlor to keep control of the 

assets is to serve as trustee. In an irrevocable trust created for tax planning purposes, it is 

recommended that the settlor not serve as trustee because the IRS could determine that the 

settlor has kept control over his assets, meaning that the transfer was an incomplete transfer 

that would have the consequence of including the corpus of the trust into the estate of the 

settlor.  For Medicaid purposes, it is the right to have access to the principal that is under 

consideration.  According to Evan Farr, many elder law attorneys in private practice have 

taken the position that the settlor can serve as the trustee of the IOT.  If the settlor serves 

as trustee, it is crucial that the beneficiaries are immediately vested a right in the trust. 

It is essential to draft carefully when addressing the powers of the trustee if the settlor is to 

be the trustee, in order to avoid disqualifying him.  The trustee should not have the power 

to borrow without adequate interest or security, no general powers of administration 

exercisable in a non-fiduciary capacity such as right to vote or direct the voting of stock or 

other securities of a corporation in which the holdings of the grantor and the trust are 

significant from the viewpoint of voting control, or the power to reacquire the trust corpus 

by substituting other property of equivalent value.  

 

 Settlor Can Remove and Replace Trustees.  Another alternative in order for the settlor 

to keep control over the trust is to give him the right to remove and replace trustees.   

                                                           
3 See Ian Marsh and Michael Ben Jacob, Irrevocable Trusts Can (Sometimes) Be Revoked, Trusts and Estates 

Magazine (WG&L May 1, 2004).  



 Settlor Can Change the Beneficiary Distribution Percentage. The settlor should not 

retain a general power of appointment, as this would allow creditors to request payments. 

However, the settlor can have a limited power of appointment over the corpus of the trust. 

 

c. Administration and Distribution of the Income 

In this type of trust, the settlor has reserved his/her right to income, like a life estate.  The 

income of a trust means interest, ordinary dividends, rental income, royalties, and any other 

taxable income that does not qualify for capital gains treatment.  Capital gains should not 

be viewed as income allocated to principal. They will not be distributed to the settlor.  

It is Evan Farr’s view4 that the trustee should be prohibited from exercising any powers to 

adjust between income and principal.  Accordingly, the trustee should not have the power 

to convert the trust to a total return unitrust nor the power to treat capital gains as income.       

d. Administration and Distribution of the Principal 

In order for this irrevocable trust not to be considered a resource for Medicaid eligibility 

purposes, neither the settlor nor the settlor’s spouse should have direct access to the principal.   

If the settlor is the trustee of the trust, then a third party should be designated to make 

distribution of the principal to the beneficiaries.  If the trustee is not the settlor, then the trustee 

could have the power to make distributions to the beneficiaries.  

Nothing prevents the beneficiaries to then make distributions of the principal back to the settlor 

or for the benefit of the settlor.  Please note, that the trustee shall not make distributions to the 

settlor directly from the trust as it would be viewed as collusion between the settlor and the 

trust beneficiaries.  Of course, if the settlor is a Medicaid recipient, any payment back to the 

settlor would be viewed as income on the first month and then resource the following month.  

If the trustee is also a beneficiary of the trust, any distribution made to himself or herself could 

be viewed as a general power of appointment held by the trustee.  This means that if the trustee 

were to die before the settlor, the trust corpus would be included in the estate of the trustee for 

estate tax purposes.  In order to avoid this, the interested trustee should not be allowed to make 

                                                           
4 See Trusts for Senior Citizens by Evan Farr, page 22 



distributions to himself without the consent of an independent third party trustee or trust 

protector to direct such distribution.   

 

B. Choosing the Assets for Funding the Trusts 

The Income Only Trust can be funded with any assets allowed for standard trusts.   

 

C. Key Provisions and Sample Trust Language 

I recommend the following provisions for IOT: 

a. Stating the Intent of the Settlor: 

I am creating this trust with the intent that assets transferred to the trust 

be held for the benefit of my trust beneficiaries on the terms and conditions 

set forth in this agreement.  My specific objectives in creating this trust 

include, but are not limited to the following:  

i. Consolidate the assets for investment purposes. 

ii. Protect the assets from probate upon my death. 

iii. Establish the respective rights and responsibilities of the 

Beneficiaries in the assets, after my death. 

iv. The assets in this trust shall not be subject to the claims of 

any beneficiary’s creditors.  

All provisions of this agreement shall be construed so as to accomplish 

these objectives. Any beneficiary has the right at any time to release, 

renounce or disclaim any right, power or interest that might be construed 

or deemed to defeat these objectives. 

b. Income Distribution During the Life of the Settlor 

Option 1: The trustee is not obligated to distribute all of the income: 

After deducting the expenses of administration of this trust, my trustee may 

distribute to or for me, the Settlor, some or all of the net ordinary income of this 



trust, in the trustee’s sole and absolute discretion.  Such distributions of income 

may be made monthly, quarterly, or annually.   

The term “ordinary income” means taxable income that does not qualify for 

capital gains treatment, such as interest, dividends, and rental income.    

My trustee may consider my other resources available but is not required to do 

so.  Any undistributed income in a given year shall be added to the principal. 

Option 2:  The trustee is obligated to distribute all of the income 

After deducting the expenses of the administration of this trust, my trustee shall 

distribute to or for me, the Settlor, all of the net ordinary income of this trust.  

Such distributions of income may be made monthly, quarterly, or annually.   

c. Principal Distribution During the Life of the Settlor 

The principal of this trust shall be at all times unavailable to me, the Settlor; 

however, I may substitute any asset owned by the trust for any other asset 

of equal value.  I shall not have any right to compel the trustee to distribute 

any principal or any gain (realized or unrealized) on principal to me or to 

any future spouse of mine; and the trustee shall not, at any time, distribute 

any principal of this trust to me or any future spouse of mine.   

The term “principal” shall mean any money or other asset except for 

interest, dividends, rental income, or other ordinary income that does not 

qualify for capital gains.   

In addition, my trustee shall not adjust between principal and income, 

convert principal to income, or convert principal or income to a unitrust 

amount.   

If the sale of a trust asset causes a taxable capital gain, my trustee shall pay 

the resulting taxes from such gain and, in connection therewith, may cause 

some or all of said taxes to be withheld from the sales proceeds and 

distributed to the Internal Revenue Service.   

During my lifetime, the trustee may distribute principal and/or gain on 

principal to one or more of the beneficiaries upon the written request of all 

beneficiaries. 

Alternative language:  …upon a written request from all of the 

primary beneficiaries, the Trust Protector may consent to 

distribution of the principal of the trust and may consent to the entire 

distribution of the principal of the trust.   

If the trustee shall distribute all of the principal, this trust shall terminate.   



D. Self-Settled Trusts and Their Impact on Eligibility 

Because the principal is not accessible, the Trust is not counted as resource for Medicaid 

eligibility. However, it is an uncompensated transfer subject to the 5-year look-back period 

rule and the transfer penalty.    

1. Medicaid Resource Definition 

a. General Principles 

The Medicaid manual deals with trusts under the “excluded assets by exception” 

starting at Subchapter Subject M1140.400 and divide trusts created before and after 

August 11, 1993.   

Not every asset an applicant owns is a resource for Medicaid purposes and not every 

resource counts against the applicable limit.  

A resource is cash or property (real or tangible) that an applicant (1) owns, (2) has the 

right, authority, or power to convert to cash (if not already cash), and (3) is not legally 

restricted from using for his or her support and maintenance.5 Any property that does 

not meet these criteria is NOT a resource for Medicaid purposes, although it is still an 

applicant’s asset.   

The value of an asset that meets the above criteria is irrelevant to the resource 

determination. Indeed, a property that meets the above criteria but has no current 

market value remains a resource for Medicaid purposes. If or when the property 

develops a market value, then there will be a corresponding increase in this particular 

resource. 

In addition, federal statutes require the exclusion of certain types and certain amounts 

of resources. As a general rule, the value of any asset that meets the definition of a 

resource counts against the applicable limit to the extent that the federal statutes do not 

specifically provide for its exclusion.   

                                                           
5  Virginia Medicaid Manual, § S1110.100 



b. Revocable Trusts 

Revocable trusts are a resource for the Medicaid applicant/recipient (and his or her 

spouse) when the individual, whether he is an applicant or the recipient of Medicaid, 

has the right to revoke the trust and then use the funds for his food, clothing, or shelter 

needs.6 In this case, the corpus of the trust is considered a resource available to the 

individual. Payments from the trust to or for the benefit of the individual (and his or 

her spouse) are considered income of the individual. Any other payments from the trust 

are assets disposed of by the individual.7 Generally, this means that a person cannot 

create his or her own trust, transfer his or her own assets into the trust, and still qualify 

for Medicaid. It is therefore an important part of the planning process to deny any rights 

to revoke a trust or to use the assets in any trust for the benefit of the applicant or 

recipient.  

 

Revocable trusts are usually considered a resource to the applicant/recipient. However, 

spouses can leave property in a supplemental special needs trust at their death to care 

for the surviving spouse and not have the trust property considered an asset available 

for Medicaid.8 

 

c. Irrevocable Trusts 

When an irrevocable trust is self-settled by the applicant/recipient (or his/her spouse) 

and is funded with the applicant/recipient assets (or his/her spouse), the following rules 

apply: 9  

 Payments from the trust corpus or income made to the applicant/recipient or for 

his benefit are considered income in the month they are received, 

 Income that could be paid to the individual, but is not, is considered a resource 

to the individual,  

                                                           
6  Virginia Medicaid Manual, §M1120.200 D 
7  Virginia Medicaid Manual, §M1140.404 B3 
8  42 U.S.C. § 1396p(d)(2)(A)(ii) 
9  Virginia Medicaid Manual, §M1140.404 B4 



 Portions of the corpus that could be paid to the individual are also considered a 

resource to the individual,  

 Payment from the trust not made to or for the benefit of the individual (applicant 

or recipient) shall be considered a transfer of assets by the individual.  

When all or any portion of the corpus of the trust cannot be paid under any 

circumstances to the individual, all or any such portion of the trust corpus shall be 

considered a transfer of assets.  The effective date of the transfer of assets is the date 

the trust was established.10 Any unearned income by the corpus of the trust from which 

no payment could be made to the individual, is considered a transfer of income.  

2. Look-back Period 

The look-back period is set by 42 USC 13960 for a period of 60 months (5 years) prior to 

the first date on which the individual was both an institutionalized individual and a 

Medicaid applicant. It applies to transfers that are made for compensation that is less than 

the fair market value of the asset. The scope of transfer covers both the institutionalized 

individual and his or her spouse.11  

 

For an irrevocable trust, transfers to the trust are considered transfers for less than fair 

market value if the trust does not allow payments to or for the benefit of the individual and 

fall under the look-back screening category. Payments from income or from the trust 

principal which are made to or for the benefit of the individual are counted as income the 

month they are received, then resource the following month for Medicaid purpose.   

 

Each new transfer of assets to the trust triggers a new look-back period.  These transfers 

will be evaluated separately. 

 

If the income is not distributed but reinvested, the reinvestment, called “foreclose” is still 

considered a transfer of assets triggering a look-back period.  

 

                                                           
10  Virginia Medicaid Manual, §1140.404 B4b 
11 Medicaid Manual M1450.200 



a) Transfer Exception Categories. Certain transfers are exempt, such as: 

 as personal effects and household items,  

 automobiles for a maximum trade-in value of $4,5000 or automobiles with 

no maximum trade-in value,12 if used for employment or treatment 

transportation, or which are specifically equipped for disabled persons,  

 life insurance policies for term life policies with no limitation on the 

transfer amount or other policies with up to $1,500 face value,  

 property essential to self-support13 (business use property),  

 burial plots and spaces,  

 burial funds up to $1,500,  

 cash to purchase medical/social services.  

b) Transfers that Do Not Affect Eligibility (this topic is discussed in detail by another 

speaker) 

 

Medicaid Manual M1450.550 deals with transfers involving trusts.  While a transfer to a 

revocable trust does not affect eligibility because the revocable trust is considered an 

available resource, payments made from a revocable trust to persons other than the 

applicant are viewed as assets transferred for less than the market value.  

 

3. Transfer Penalty 

The penalty calculation for long term care services is divided by gifts or by each transfers 

for less than the fair market value14.   

a) Starting Calculation Date.  Penalty period for individuals who are not receiving 

long term care services at the time of the transfer begins the first day of the 

month in which the individual would otherwise be eligible for Medicaid 

payment.  This includes the application’s retroactive period for nursing facility 

patients who have been in the facility during the retroactive period.  

                                                           
12 Medicaid Manual M1450.300C 
13 Medicaid Manual M1450.300D 
14 Medicaid Manual M1450.630 



b) Penalty Period Calculation.  The Medicaid Manual15 provides the following 

basis for calculation: The penalty period is the number of months, including any 

fractional portion of a month, that an individual will be ineligible.  The period 

is calculated by taking the uncompensated value of the transfer divided by the 

average monthly cost of nursing facility services to a private-pay patient in his 

locality at the time of the application for Medicaid.  The remainder is divided 

by the daily rate (the monthly rate divided by 31).   

 

For transfers after January 1, 2015, the average monthly private nursing facility 

cost is $8,367 in Northern Virginia and $5,933 for all other localities in the state 

of Virginia.  

Northern Virginia localities are: Alexandria, Arlington, Fairfax, Fairfax 

County, Falls Church, Loudoun County, Manassas, Manassas Park and Prince 

William County.  

The Medicaid Manual gives the following example for calculation:   

An individual makes an uncompensated asset transfer of $30,534 in April 

2006, the same month he applies for Medicaid. The uncompensated value 

of $30,534 is divided by the average monthly rate of $4,060 and equals 7.52 

months. The full 7-month penalty period runs from April 2006, the month of 

the transfer, through October 2006, with a partial penalty calculated for 

November 2006. The partial month penalty is calculated by dividing the 

partial month penalty amount ($2,114) by the daily rate. The calculations 

are as follows:  

Step #1 $30,534.00 uncompensated value of transferred asset ÷ 4,060.00 

avg. monthly nursing facility rate at time of application = 7.52 penalty 

period (7 full months, plus a partial month)  

                                                           
15 Medicaid Manual M1450.630C 



Step #2 $ 4,060.00 avg. monthly nursing facility rate at time of application 

X 7 seven-month penalty period $28,420.00 penalty amount for seven full 

months 

Step #3 $30,534.00 uncompensated value - 28,420.00 penalty amount for 

seven full months = $ 2,114.00 partial month penalty amount  

Step #4 $2,114.00 partial penalty amount ÷ 130.97 daily rate ($4,060 ÷ 31) 

= 16.14 number of days for partial month penalty 

For November 2006, the partial month penalty of 16 days would be added 

to the seven (7) month penalty period. This means that Medicaid would 

authorize payment for LTC services beginning November 17, 2006. 

c) Penalty Period Calculation with Multiple Gifts in Look-back.  The principle is 

that penalty periods cannot overlap.  Multiple gifts generate multiple penalty 

periods.  Each penalty period must be completed prior to the beginning of the 

next penalty period.  Shawn Majette, in his outlines on Medicaid,16 provides the 

following example for the calculation of penalties when there are multiple gifts.   

1 – Add the total of all of the gifts (assets transferred at less than the fair 

market value during the look-back period). 

2 – Divide the total found by the locality average monthly cost of private 

nursing home payments. 

3 – The quotient found is the ineligibility period for long term care services. 

To summarize, since the starting date of the penalty period is the first day of the 

month where the patient would otherwise be eligible for Medicaid, you simply need 

to add all of the transfers when doing the calculation.   

  

                                                           
16 Virginia Long Term Care Medicaid Planning Highlights by Shawn Majette, http://majette.net/wp-

content/uploads/2016/01/Medicaid_Planning_Through_1-6-2016-Update-1-5-2016.pdf  

http://majette.net/wp-content/uploads/2016/01/Medicaid_Planning_Through_1-6-2016-Update-1-5-2016.pdf
http://majette.net/wp-content/uploads/2016/01/Medicaid_Planning_Through_1-6-2016-Update-1-5-2016.pdf


E. Taxation 

i. Income Taxation and Tax Reporting 

If the settlor is also the trustee, a separate taxpayer identification number is not required and a 

separate tax return for the trust need not be filed by the trustee.  However, often practitioners will 

request a separate tax identification number so that potential creditors can clearly see the 

irrevocable trust as a separate entity. 

If the settlor is not the trustee or if the settlor stops serving as trustee, then a separate taxpayer 

identification number is required. 

Since all of the income is distributed to the settlor, the trust will not pay income tax.  The trustee 

will prepare a Grantor Trust Statement and complete only the top part of the first page of the 

Fiduciary Income Tax Return (IRS Form 1041).  The Trustee should not issue a Schedule K-1 nor 

issue a 1099.  The Settlor will use the Grantor Trust Statement, which reports all of the income 

received by the trust, like a 1099, and report the income on his/her own individual income tax 

return.   

Finally, under the Grantor Trust Rules, the principal residence transferred to the trust does not lose 

the exclusion from capital gains on the sale of a principal residence17.   

ii. Gift Tax and Reporting 

Gift tax returns are due when a completed gift is made.  Since the Settlor retains the benefit of the 

income and also retains a limited power of appointment in the trust corpus, transfers to the IOT 

are not considered complete gifts for tax purposes18.   

Neither Treas. Reg. §25.6019-3 nor IRS Form 709 Instructions provide guidance on how to report 

an incomplete gift.  It is, however, recommended that a Gift Tax Return be filed in order to show 

that the transfer of the assets is considered a complete gift to creditors even though the IRS does 

not consider the transfer a gift.   

                                                           
17 Begley, Jr. & Hook, supra at §7.20[6][e]. 
18 Treas. Reg. § 25.2511 2(b) 



If the trustee later distributes the corpus of the trust to beneficiaries, then this distribution is a 

completed gift which should be reported that year as a gift unless the distribution is less than the 

annual exclusion. 

iii. Income Tax Planning At Death 

Even though more than 90% of American families will not have a taxable estate (as discussed, the 

federal estate tax exemption is $5 million, which, indexed with inflation, brings the exemption to 

$5,450,000 for 2016) since the settlor retained the right to receive income and a limited power of 

appointment, the entire value of the trust is included in the settlor’s estate. 

This provides the advantage of giving the trust assets a step up in tax basis to the fair market value 

of the assets as of the date of death of the settlor, rather than their fair market value at the time of 

transfer.  

Conclusion – Practice Tips 

The main challenges of the IOT are: 

a. To ensure that the assets are effectively transferred into the trust and in a timely 

manner.  You should follow up with your clients so that you can keep accurate 

records on the date of the transfer. 

b. If not all of the income is distributed to the settlor, any income reinvested in the 

trust is viewed as an uncompensated transfer.  It is important that you keep track 

of these reinvestments.  I recommend that income, such as dividends, be 

deposited into a separate account and invested in other shares than doing a 

dividend reinvestment, to make the accounting or keeping track of the new 

investments easier. 

c. You will need to teach the trustee how to properly administer the trust in order 

to ensure that the trustee does not distribute principal to the settlor under any 

circumstances, such as payment for repairs.  

d. Reviewing the tax reports is a must, particularly during the first few years.  


