
  
 

A Trust for Your Cub 

Secure Future: Setting Aside Money in a Trust for a Child 

 

Introduction: 

Setting aside money in a trust for a child is a proactive and thoughtful way to provide financial 
security, protection, and support for their future needs. A trust allows parents or guardians to 
establish specific guidelines for how assets are managed and distributed, ensuring that the child's 
best interests are prioritized. In this paper, we will explore the benefits, types, considerations, and 
steps involved in setting up a trust for a child. 

 

1. Understanding the Benefits of a Trust for a Child: 

   - Asset Protection: A trust provides protection for assets from creditors, lawsuits, divorce 
settlements, and other potential risks, safeguarding the child's inheritance. 

   - Control Over Distribution: Parents or trustees can establish rules and guidelines for when and 
how trust assets are distributed to the child, ensuring responsible use and financial management. 

   - Tax Efficiency: Trusts offer potential tax advantages, including income tax deferral, estate tax 
minimization, and generation-skipping transfer tax planning, depending on the type of trust and 
applicable tax laws. 

   - Special Needs Planning: Trusts can be tailored to meet the unique needs of children with 
disabilities or special needs, providing ongoing financial support while preserving eligibility for 
government benefits. 

 

2. Types of Trusts for Children: 

   a. Revocable Living Trust: 

      - A revocable living trust allows parents to retain control over trust assets during their lifetime 
and specify how assets are managed and distributed after their death. 

      - This type of trust offers flexibility, allowing parents to amend or revoke the trust as needed 
during their lifetime. 

   b. Irrevocable Trust: 

      - An irrevocable trust transfers ownership of assets to the trust, removing them from the 
grantor's estate and providing asset protection. 

      - Once established, an irrevocable trust typically cannot be modified or revoked without the 
consent of the beneficiaries. 

   c. Testamentary Trust: 



  
 

A Trust for Your Cub 

      - A testamentary trust is created through a last will and testament and goes into effect upon the 
death of the grantor. 

      - This type of trust allows parents to specify how assets are managed and distributed to the child 
after their death, providing continuity and protection. 

 

3. Considerations When Setting Up a Trust for a Child: 

   - Selecting Trustees: Choose responsible and trustworthy individuals or institutions to serve as 
trustees, responsible for managing trust assets and making distributions according to the trust's 
terms. 

   - Defining Trust Terms: Clearly define the purpose, terms, and conditions of the trust, including 
rules for asset management, distribution criteria, and beneficiary rights. 

   - Planning for Contingencies: Anticipate potential changes in circumstances, such as changes in 
family dynamics, financial needs, or legal requirements, and include provisions for flexibility and 
adaptation within the trust. 

 

4. Steps to Establishing a Trust for a Child: 

   a. Determine Goals and Objectives: Clarify the purpose and goals of the trust, considering the 
child's financial needs, long-term goals, and family dynamics. 

   b. Choose Trustee(s): Select one or more trustees to manage the trust assets and make decisions 
on behalf of the child, ensuring they have the necessary skills, expertise, and integrity. 

   c. Draft Trust Documents: Work with an experienced estate planning attorney to draft the trust 
agreement, specifying trust terms, provisions, and instructions for asset management and 
distribution. 

   d. Fund the Trust: Transfer assets into the trust, including cash, investments, real estate, life 
insurance proceeds, or other valuable assets, according to the trust agreement's instructions. 

   e. Educate Beneficiaries: Communicate with the child and other beneficiaries about the existence 
and purpose of the trust, their rights, and responsibilities, and how the trust will benefit them in the 
future. 

 

Conclusion: 

Setting aside money in a trust for a child is a proactive and effective way to provide financial 
security, protection, and support for their future needs. By understanding the benefits, types, 
considerations, and steps involved in setting up a trust for a child, parents can make informed 
decisions and create a lasting legacy that ensures their child's well-being and prosperity for 
generations to come. 


