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DOMESTIC NON GRANTOR TRUST

Benefits:

1) A true irrevocable trust so the “profit” earned by the trust must be bled off each year

2) Sale Agreement gives DNGT step up basis for the asset

3) Transaction offers an opportunity to control recognition of capital gains taxes

4) Transaction eliminates estate taxes

Disadvantages:

1) Trust pays income tax rates at the highest level at a low threshhold

2) Trustee may not be client or subservient to client
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Domestic Non

Grantor Trust

(True irrevocable trust)
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n   n   n   n   nn   n   n   n   nn   n   n   n   nn   n   n   n   nn   n   n   n   n =   Asset Protection Device

The Client

Independent Trustee(s)

(May not be

client or grantor)

Sells appreciated

assets

Appreciated assets

owned by the trust

at step up basis

Entity

(Client is

Manager)
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Grantor

(May not be the client,

beneficiary or trustee)

Small initial gift

Manages Assets
Beneficiaries

(May be anyone

selected by the client

except grantor)

Sale Agreement

(Note/Annuity)

Management Contract

with trustee
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