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A living trust is a popular estate planning tool that allows individuals 
to transfer their assets to a trust during their lifetime. The trust 
then manages and distributes those assets to beneficiaries upon 
the individual’s death. However, failing to properly fund a living trust 
is one of the most common errors people make and can lead to 
unintended consequences and added costs for both the individual 
and their beneficiaries. In this article, we’ll provide an overview of 
properly funding a living trust.  

Funding process 
The funding process involves transferring assets from an individual’s ownership to the 
ownership of their living trust. This can vary depending on the type of asset, with some 
requiring more complex transfers than others. 

Bank Accounts

Transferring bank accounts to your living trust is a relatively simple process. To do so, you 
will need to take a Certificate of Trust to your bank and request that your accounts be 
retitled in the name of the trust or that the trust be added as a beneficiary. A Certificate of 
Trust is a document that provides basic information about a living trust, such as the name 
of the trust, the date it was created, and the name of the trustee. It is used to establish the 
existence of the trust and provide evidence of the trustee’s authority to act on behalf of the 
trust. Importantly, the Certificate of Trust does not disclose any private information about the 
trust’s assets or beneficiaries.

If the bank requests a taxpayer identification number, you should be able to use your social 
security number, assuming that you are the grantor, trustee, and beneficiary of the trust as is 
common for revocable living trusts.  
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Real property

Transferring real property into a living trust typically requires a deed, usually a quit claim 
deed, which must be executed in accordance with state law where the property is located. 
After completing the deed, it is necessary to file it along with a Certificate of Trust. While 
there may be transfer taxes and other fees associated with transferring real property, some 
states may exempt the transfer to a living trust. 

Transferring property into a living trust should not typically trigger a due-on-sale clause 
under your mortgage, but it’s always wise to consult with an estate attorney to discuss any 
potential legal implications. 

Titled personal property

To transfer titled personal property like cars, trucks, motorcycles, or boats to your living trust, 
you may need to obtain a new title that reflects the trust as the owner. In some states, you 
may be able to designate the trust as a beneficiary on the title to keep the property under 
your name, but then automatically transfer ownership to the trust upon your death. 

It’s critical to determine whether the transfer will incur taxes or fees, and if the property is 
subject to a lien, you may need to obtain permission from the lender before re-titling the asset. 

Securities

Transferring securities, such as stocks, bonds, or mutual funds, into your living trust can be 
accomplished by re-titling your brokerage account or making the trust a beneficiary of the 
account. Your broker can provide guidance on the steps necessary to complete the transfer 
process, including any paperwork required and the appropriate method for re-titling the account. 
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Retirement accounts

Transferring qualified retirement accounts, such as IRAs, 401(k)s, 403(b)s, or qualified 
annuities to your living trust is generally not recommended. Attempting to re-title the 
account as part of your living trust could result in unintended tax consequences and 
penalties. Instead, you may want to change the beneficiary designation on the account to 
ensure that your assets are distributed according to your wishes. It is important to consult 
with an experienced advisor to determine whether your trust should be designated as a 
primary or secondary beneficiary based on your unique situation and applicable tax laws.

Life insurance

When transferring life insurance into a living trust, you have the option to make the trust the 
owner or the beneficiary of the policy. If the trust is made, the owner, the successor trustee 
may be able to manage the policy and borrow against it, depending on the policy’s terms, for 
your care in case of incapacitation. 

However, in some states, transferring ownership to a living trust may result in the loss of creditor 
protection for the policy’s cash value. In this case, listing the trust as the beneficiary and using a 
power of attorney to manage the policy during incapacitation may be a better option. 

Business interests

For transferring business interests into a living trust, it is essential to review the organization’s 
governing documents to determine any transfer restrictions or procedures. These documents 
may include a partnership agreement, operating agreement, or articles of incorporation. You 
may also need to obtain the approval of other owners or partners, depending on the type of 
business entity. 
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Untitled personal property 

Transferring untitled personal property, such as furnishings, jewelry, or tools, to your living 
trust is usually accomplished by executing an assignment of ownership document that is 
typically included as part of your trust documentation. It’s important to provide a detailed 
description of the property, including any unique identifying features, to avoid confusion or 
doubt about the property’s identity. 

Pour-Over Will 

So what about items that you don’t transfer or assign to your trust?  You can use a pour-over 
will which is a legal document that ensures that your remaining assets will automatically 
transfer to your trust upon your death. While a pour-over will does not necessarily avoid the 
probate process for those items, it does ensure that the items will be transferred to your 
trust and thus distributed according to your wishes

Maintaining your living trust
Maintaining a funded trust is an ongoing process, especially if you obtain new assets. It’s 
important to re-title certain assets in the name of your living trust if you acquire them after 
its creation. These assets may include real property, bank accounts, vehicles, investments, 
life insurance, and business interests. 
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Final Thoughts
This document is intended to provide a brief overview 

of ways to fund a living trust. It is not a substitute for 

speaking with one of our expert advisors, nor is it to be 

construed as legal advice. For more information on funding 

your trust, please contact our office. We’d be happy to 

speak about your unique situation.
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About us
At Raven A. Herron & Company we perform many different types of accounting and tax services to meet 
the needs of both individuals and business owners. We understand the importance of having a well 
organized, knowledgable team guide you through the ever-changing economic landscape.

Our team of professionals have become known for providing expert analysis and excellent customer 
service. Additionally, our service offerings are supported by the industry’s latest technologies, providing 
more customized services and giving you greater access to the pertinent financial information you need 
to make well-informed decisions.

Contact Raven A. Herron & Company whenever you find you need more than just an accountant, but a 
partner who takes pride in watching you succeed.

Raven A. Herron & Company, PC

110 Par Three Court
PO Box 4237
Horseshoe Bay, TX 78657

830-598-5300

info@ravenherroncpa.com

www.ravenherroncpa.com


