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IF YOU ARE CONCERNED ABOUT PROTECTING
YOUR ASSETS FROM CREDITORS, YOU SHOULD
READ THIS ARTICLE!

TENNESSEE ENACTS SELF-SETTLED ASSET
PROTECTION TRUSTS

On May 10, 2007, Gov-
ernor Phil Bredesen
signed the new
“Tennessee Investment
Services Act,” which will
become effective July
1, 2007. With the
passing of this law,
Tennessee has become
one of a few states in
the nation to enact leg-
islation permitting the
creation of self-created
(self-settled) asset pro-
tection trusts.

Before this new law, if
an individual created a
trust under which he is
a beneficiary, the as-
sets of the trust were
subject to the claims of
his creditors. As a re-
sult, an individual could
not protect his wealth
from creditors and law-
suits  while retaining
control of his assets.
The new law allows this
protection by permitting
the individual to create
a self-settled asset pro-
tection trust referred to
as an “Investment Ser-
vices Trust” (IST).

An IST is an irrevocable
trust into which an indi-
vidual transfers assets
while retaining the fol-

lowing rights: ability to
direct the investment of
the IST assets; receive
distributions of princi-
pal upon the discretion
of the Trustee; live in a
home owned by the
trust; veto distributions
to any other permissi-
ble beneficiaries; direct
the distribution of the
trust assets upon death
to any one or more per-
sons; remove the Trus-
tee and other trust ad-
visors and appoint their
successors under cer-
tain  provisions. The
settlor may not serve
as the Trustee of the
IST.

The Trustee must be
either an individual re-
siding in Tennessee or
a corporate Trustee
who is authorized to
conduct business in
Tennessee. At least a
portion of the assets of
the IST must be admin-
istered in Tennessee.
At the creation of an
IST, the settlor must
provide an affidavit
stating under oath that
he does not intend to
defraud a creditor and
that he does not have

any pending or threat-
ened court action
against him.

There is a four year
“look back” rule that
applies to assets trans-
ferred to the trust. Af-
ter the four year period
has passed, the
settlor’'s creditors can-
not seize the assets of
the IST to satisfy claims
against the settlor.

The new Tennessee
Investment Services Act
provides an asset pro-
tection opportunity for
individuals who are
concerned about the
loss of their assets due
to unforeseen credi-
tors. An IST presents a
unigue  solution to
those who wish to pro-
tect their assets during
their lifetime while still
retaining the ability to
manage those assets
and benefit from them.

If you are interested in
protecting your assets
from future creditors,
please contact our of-
fice to schedule an ap-
pointment to discuss
the use of an IST in
your estate plan.
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DYNASTY TRUSTS

The “Tennessee In-
vestment Services Act”
also extends the pe-
riod for which a trust
can exist in Tennessee
from 90 years to 360
years. This will permit
an individual to place
property in  trust to
ensure assets are
available for the bene-
fit of not only his chil-
dren and grandchil-
dren but also for the
next ten generations of
his descendants.

Many individuals
leave their children (or
other  beneficiaries)
their inheritances di-
rectly, or outright. We
often recommend that
the assets to be dis-
tributed to a benefici-
ary be held in a trust
designed as Asset and
Divorce Protection
Trusts that may pro-
tect them for their life-
times. The assets in
these trusts may be
protected from law-
suits, divorce proceed-
ings, creditors, bank-
ruptcy and other
predators. The Trus-
tee of each trust can
distribute assets for
the beneficiary's
health, education,
maintenance and sup-

port. In some cases,
the beneficiary may
serve alone as Trustee
of his or her own trust
share or an independ-
ent Trustee can be se-
lected for the manage-
ment and administra-
tion of the inheritance.

In addition, a portion,
or possibly all, of the
assets of a benefici-
ary's trust share can
pass free of death
taxes to the next gen-
eration, saving up to
55% in estate taxes at
the death of a benefi-
ciary. In other words,
an individual will be
able to skip a genera-
tion of estate taxes on
the transfer of wealth
between children and
grandchildren

When these Asset and
Divorce Protection
Trusts are structured
to pass in trust to de-
scendants of multiple
generations upon the
death of the individual,

they are commonly
known as “Dynasty
Trusts.” Structuring

the inheritance of all
descendants
(generation after gen-
eration) benefits one
generation of family
members after an-

other without being
taxed in any family
member’'s  estate.
Wealth that is never
subject to death tax
will obviously grow far
more than wealth that
is taxed at every gen-
eration, especially
when that wealth is
also protected from
creditors and failed
marriages. Dynasty
Trusts are a golden
opportunity for most
families. By planning
for children, grandchil-
dren and even great-
grandchildren, one
can give his family
many generations of
tax-protected, creditor-
protected and failed
marriage-protected
wealth.

In the past, Dynasty
Trusts were only per-
mitted to last 90 years
in Tennessee. The
new law now provides
that these types of
trusts can last for 360
years.

If you are interested
in  preserving your
beneficiaries’  inheri-
tance by using Dy-
nasty Trusts, please
call our office to
schedule an appoint-
ment.
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Disclaimer

We are obligated by ethical rules to state that this Newsletter is an advertisement. Certifications of Spe-

cialization are available to Tennessee lawyers in many areas of practice, including the areas of Civil Trial, Criminal Trial,
Business Bankruptcy, Consumer Bankruptcy, Creditor's Rights, Medical Malpractice, Legal Malpractice, Accounting Mal-
practice, Elder Law, Estate Planning and Family Law. Listing of related or included practice areas in this Newsletter does
not constitute or imply a representation of certification of specialization.

Pursuant to recently-enacted U.S. Treasury Department Regulations, we are now required to advise you that, unless other-
wise expressly indicated, any federal tax advice contained in this communication, including attachments and enclosures, is
not intended or written to be used, and may not be used, for the purpose of (i) avoiding tax-related penalties under the
Internal Revenue Code or (ii) promoting, marketing or recommending to another party any tax-related matters addressed

herein.
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