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MISCONCEPTIONS ABOUT TRUSTS: 
 

THINGS TO CONSIDER 
 

 

Many of my clients have created trusts as part of their estate plans.  In my 

experience, people often get confused about the purpose, administration and 

effectiveness of their trusts.   

 

Here are a few of the most common mistaken impressions that I’ve heard 

about revocable trusts: 

 

1. A revocable trust saves estate taxes.  While it is possible for a 

revocable trust to provide for efficient wealth transfer to the next 

generation, the assets of the trust are included in the grantor’s estate 

for federal estate tax purposes. 
 

2. A revocable trust is an effective tool for Medicaid planning.  

There are certain kinds of irrevocable trusts that allow the grantor to 

become impoverished, speeding up the process to qualify for 

Medicaid.  However, a revocable trust that gives the grantor effective 

control over the assets does not provide that kind of Medicaid 

advantage. 
 

3. A revocable trust protects its assets from the claims of the 

grantor’s creditors.  Because the person who creates a revocable 

trust usually has liberal access to the assets of the revocable trust 

during lifetime, such a trust provides no substantial asset protection 

against the claims of the grantor’s creditors.  It is possible to 

construct a living trust so that the assets are protected from the claims 

of a beneficiary’s creditors after the grantor’s death. 
 

4. All assets should be titled into the name of the revocable trust.  It 

is true that probate assets should be transferred into a living trust so 

that those assets avoid probate.  However, the same need not be said 

of beneficiary assets such as life insurance or nonqualified annuities, 

which avoid probate through beneficiary designation.  Furthermore, 

attempting to change ownership of a qualified asset to ownership by 

a living trust, such as a pension account or IRA, will likely cause 

immediate income taxation of the qualified account. 

 

 

300 E. Esplanade Drive 

Suite 1950 

Oxnard, CA 

93036 

 

 

Telephone 
805-973-5908 

 

Fax 
805-973-5918 

 

Email 
Abiel.Acosta@lfg.com 

 

 

Website 
www.AcostaWealth.com 

 

 

 

 

 

 

mailto:Abiel.Acosta@lfg.com
../../Local%20Settings/Temporary%20Internet%20Files/OLK6B/www.AcostaWealth.com


 

 

People sometimes get confused about irrevocable trusts as well.  For 

example, I’ve been asked by clients whether they can change an irrevocable 

trust when circumstances have changed.  I remind them that one of the 

biggest drawbacks of an irrevocable trust is this:  irrevocable means 

irrevocable.   

 

What remedies are available if the original intentions set forth in an 

irrevocable trust no longer match the current situation?  There are a few 

ways that it may be possible to undo an irrevocable trust when its terms have 

become stale, or inappropriate. None of those ways is simple, and none 

should be attempted without the advice of counsel.  

 

People create all kinds of trusts for all kinds of reasons.  My objective is to 

understand your goals and understand how any trusts fit into the overall 

planning objectives.  I intend to be in a good position to  

 

 Discuss tax and practical implications of naming a trust owner or 

beneficiary of your financial products, and 
 

 Recommend the optimal structure to meet your objectives. 

 

In some cases, a conversation with your estate planning attorney or 

accountant may be needed to make the strategic picture complete.  I do my 

best work as a member of my clients’ team of professional advisors. 

 

 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS THESE 

OR OTHER FINANCIAL SECURITY ISSUES OF CONCERN. 

 

 

 

Any discussion pertaining to taxes in this communication (including 

attachments) may be part of a promotion or marketing effort. As 

provided for in government regulations, advice (if any) related to 

federal taxes that is contained in this communication (including 

attachments) is not intended or written to be used, and cannot be used, 

for the purpose of avoiding penalties under the Internal Revenue code. 

Individuals should seek advice based on their own particular 

circumstances from an independent tax advisor 
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