Business Interests Held in Trust




Directed trust language

With a directed trust, the trust document provides that
the investment advisor manages all trust investments,
including business interests (see Figure 1). The investment
advisor thus makes decisions on voting, retention, and sale
of assets. The trustee is required to follow the written
directions of the investment advisor, however the trustee
is still responsible for performing the administrative
functions of the trust. The trustee may need to manage
the business interests if no investment advisor is serving.

Special business co-trustee language

A special business co-trustee manages the business
interests for a family trust in conjunction with a primary
trustee. The special business trustee can exercise voting
power and make decisions regarding retention, sale, and
encumbrance, while the primary trustee retains the
management of all other trust assets (see Figure 2). The
primary trustee is required by the trust document to
implement the administrative tasks based upon the special
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Delegation by trustee language

Trustees may also choose to delegate responsibility to a
third party or to a co-trustee (see Figure 3). By exercising
reasonable care in the selecting and monitoring of the
delegate, the trustee is generally not responsible for the
decisions or actions of the delegate. The delegate manages
the business interests held in the trust. Unlike investment
advisors or special business co-trustees, the trustee has
the duty to periodically review the actions of the delegate.
However, the beneficiaries of the trust can execute
agreements to consent to the delegation and exonerate
and indemnify the trustee.

Figure 3
Delegation by trustee
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