
Fiduciaries must carry out most elements of an effective estate plan and certain lifetime planning 
strategies. This results in personal trust and estate accounts. When creating your plans, you and your 
attorney will decide who will be the trustee and how much power the trustee will have. Some key 
factors involved in making the choice of a trustee are outlined in this article.

Great care is important in selecting your trustees, 

as these decisions may affect your family and the 

effectiveness of your planning for many generations  

to come. The person or institution you name as trustee 

must be able to handle many administrative and 

investment-related requirements such as:

›› Safekeeping of assets

›› Investing

›› Distributing income and/or principal to beneficiaries, 

as directed in the governing document

›› Making tax decisions and elections concerning the 

trust and filing its tax returns

›› Keeping records of all transactions

›› Issuing regular statements of account activity and 

tax reports to beneficiaries

›› Communicating with beneficiaries

Your trustee must make many discretionary and 

complex decisions about matters, such as appropriate 

distributions to your beneficiaries, investment 

management and tax elections. Accordingly, it is 

important for the trustee to have a good measure  

of common sense. By state law—and, in the case  

of corporate trustees, by regulation—your trustee must 

act prudently and reasonably at all times and is fully 

accountable to your beneficiaries for these actions.
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Selecting a Trustee
Points to Consider



The level of experience, skill and knowledge needed 

to serve as a trustee depends on the type, amount 

and value of property that the trustee will manage. 

Vastly different expertise is needed to manage 

diverse investments, which can range from portfolios 

of stocks and bonds to special assets, such as real 

estate, businesses, and oil and gas properties.

The trustee must have a solid grasp of the legal 

issues that may arise during the administration of  

a trust. Although a trustee need not be an attorney, 

he or she must be aware of potential legal issues  

or, at least, know that consultation with an attorney  

or other expert is essential. 

The level of experience, skill and knowledge 
needed to serve as your trustee depends on 
the type, amount and value of your estate.

The trustee may be required to decide which 

beneficiary is to receive distributions and the 

timing and size of the payments. This responsibility 

requires the trustee to be fair and evenhanded 

with all potential distributions, as well as to resist 

the persistent claims of those beneficiaries who 

believe that they are entitled to larger shares. In 

administering a trust, a trustee must take into account 

the requirements of both current income beneficiaries 

and future beneficiaries.

An executor may only need to serve for several years, 

while a trustee may need to serve for many decades. 

Thus, the age and health of an individual trustee are 

often important considerations. Accordingly, it should 

be noted that a corporate trustee does not die or 

become ill; thus, a professional is on duty at all times.

Individuals and well-capitalized, professional 

corporate trustees capable of handling investment, 

tax and legal issues are good trustee candidates.

Individual or Corporate Trustee?
Whether to select an individual or a corporate 

trustee is one of the most important decisions to be 

made when setting up a trust and involves a careful 

consideration of various factors.

Trustee positions are demanding jobs filled with 

potentially overwhelming complex duties and 

exposure to personal liability. Even though the trustee 

will be involved in family matters for generations, 

the appointment of trustees should be a business 

decision, not an emotional one. An individual should 

be named as a trustee only if he or she is well 

qualified to administer and invest the trust.

In some cases, individual trustees are well acquainted 

with the grantor and family beneficiaries and have 

knowledge of the family situation, the grantor’s goals, 

and the needs and personalities of the beneficiaries. 

Accordingly, an individual trustee can be in a good 

position to exercise the “substituted judgment” that 

the grantor intended.

The corporate trustee usually has experience 

with making and balancing prudent investments 

suitable for all beneficiaries and will have access to 

investment opportunities that individual fiduciaries 

may not. Large corporate trustees employ experts 

to deal with different types of investments, such as 

securities, real property, farms and ranches, closely 

held businesses, mineral properties and perhaps 

even collectibles. The staff of a corporate trustee will 

usually have far more experience collectively than 

any individual trustee.

Another significant advantage is the corporate 

trustee’s continuous existence. Corporate trustees do 

not get sick, take vacations, have family emergencies, 

or die. State and federal laws that subject them to 

inspections by state or federal examiners typically 

regulate corporate trustees, thus increasing 

accountability and resulting in the beneficiaries 

having greater security.



A corporate professional trustee will most likely 

assign a Trust Officer to manage your trust account 

on a daily basis. He or she is skilled in dealing with 

legal, tax and administrative matters and employs  

the infrastructure and skills of other members of 

the trust organization to continuously manage and 

monitor the trust.

A corporate trustee handles matters on a 
regular basis and is well equipped to handle 
the day-to-day affairs of a trust.

An individual trustee is likely to be less financially 

solvent than a corporate trustee and may lack 

significant assets that the beneficiaries could reach  

to remedy a breach of fiduciary duty.

A corporate trustee handles fiduciary matters on 

a regular basis and is well equipped to handle 

the day-to- day affairs of a trust (e.g., investment 

management, accounting, record- keeping, allocation 

of receipts and expenditures between principal and 

income, determining the tax basis of property, filing 

tax returns, etc.). In addition, the corporate trustee 

has the capability and infrastructure to provide 

certain services without additional cost to the estate, 

such as providing investment management services, 

handling legal and accounting issues, and consulting 

on tax-sensitive investment and other tax issues.

Corporate trustees impose fees for providing 

fiduciary services. However, the fee is usually a 

reasonable expense for the expertise, objectivity  

and accountability that the corporate trustee brings to 

the job. Individual trustees will be required to engage 

legal, investment, tax and accounting professionals 

to properly manage a trust, thus incurring equivalent 

expense.

Finally, if the individual trustee is a family member, 

there may be increased family strife and conflict-of-

interest concerns. The family member who serves 

as trustee could see his or her family relationship 

destroyed because of arguments over favoritism.  

You may not want to place a surviving spouse 

(especially in a second marriage) in the position of 

playing favorites among the children or force a child 

to make decisions regarding the child’s siblings.

On the other hand, corporate trustees are often 

viewed as impersonal because they lack the personal 

knowledge of family history, unique family assets, 

and the family member beneficiaries that a family 

member or friend as trustee could bring to the job. 

Accordingly, corporate trustees may lack the insight 

necessary to give adequate attention to the specific 

facts of each trust. Alternately, you may be seeking 

an impersonal approach. A corporate trustee is able 

to make unbiased decisions when beneficiaries 

of a trust make demands for distributions or 

investment strategies that favor income beneficiaries 

at the expense of growth of principal for future 

beneficiaries. Corporate trustees are unencumbered 

by feelings of family loyalty and sympathy that could 

prevent a family member trustee from making an 

objective decision.



Trustee Comparison Chart Corporate Individual

Experience
›› Trustee has full-time, experienced personnel devoted to highly complex and 

time consuming affairs of properly servicing the trust.
YES NO

›› At least one person authorized to act affirmatively is always available to attend 

to the trust without regard to illness, death, vacation or business trips.
YES NO

›› A break in the continuity of administration and investment supervision is 

avoided at trustee’s death, illness, absence or incapacity.
YES NO

›› Generation after generation of family members can name the trustee in their 

trust agreements to ensure continuity and consolidation of financial affairs.
YES NO

Financial Resources
›› The account is protected in case of embezzlement or loss by the trustee. YES MAYBE
›› Bank regulatory authorities may periodically subject the trustee’s actions to 

scrutiny, supervision and audit.
YES NO

›› Trustee must meet regulatory capital requirement to back responsibility for the 

trust funds it holds.
YES NO

Administrative Capabilities
›› Trustee is familiar with legal formalities and avoids shortcuts in administrative 

responsibilities.
YES MAYBE

›› Trustee’s experience in administration can relieve individuals of burdensome 

administrative details.
YES MAYBE

›› Accounting, audit, administrative and investment experience, and facilities of 

the trustee are constantly at work without additional cost to the trust.
YES MAYBE

›› Trustee possesses knowledge of various income tax and estate tax elections 

that can be made for the best interests of the trust.
YES MAYBE

›› Trustee has the facilities and experience needed to collect debts, income, 

accounts receivable and other funds owing to the trust.
YES MAYBE

Impartiality
›› Trustee is free from personal bias regarding all decisions related to the trust. YES MAYBE
›› Trustee acts professionally rather than as a matter of accommodation or 

personal favor.
YES MAYBE

Costs
›› Trustee will act without compensation. NO MAYBE
›› Trustee must hire legal, investment and tax expertise. NO YES



Co-Trustees
More than one individual or corporation can serve as 

co-trustees. The trust can benefit from the experience 

and expertise of several persons or entities. Better 

decisions may result because of the deliberation that 

occurs when the co-trustees present and discuss 

multiple viewpoints.

Multiple trustees, including a corporate trustee, also 

provide a greater chance of achieving continuity 

in management, an important consideration if the 

trust is expected to last for a long time. Appointing 

multiple trustees is one way of resolving the debate 

between appointing a corporate or an individual 

trustee. The individual would supply the personal 

touch and insight that the corporate trustee might 

lack, and the corporate trustee could provide the 

fiduciary expertise. This approach, however, must 

be used with care. Often the individual co-trustee’s 

consent is difficult to obtain because the individual 

is unavailable, perhaps due to illness, or simply is 

unresponsive. There is the potential of deadlock  

and paralysis in a tie vote if an even number of 

trustees is serving. A costly judicial resolution  

would then be needed. This problem can be  

avoided by (1) appointing an odd number of  

trustees or (2) providing a method of resolving  

tie votes in the governing instrument.

Multiple trustees can result in additional fees and/

or expenses because of the extra conferences, 

telephone calls and paperwork required. Some 

corporate trustees may charge a higher fee if a  

co-trustee is an individual because of the additional 

time that it usually takes to work with an individual 

co-trustee.

An individual or corporation may be reluctant to  

serve with other trustees for fear of personal liability 

for the acts of the other trustees. Normally, each 

co- trustee is jointly and severally liable for the  

acts of all trustees.

Special Trustees
Instead of multiple trustees, a “special” trustee, trust 

protector or advisory committee can be established 

to have responsibility for a specific function of the 

trust. The special trustee is often used to invest the 

trust fund, to run a closely-held business, handle 

other specialized assets, advise the trustee about 

appropriate distributions to beneficiaries, or to 

remove a trustee and appoint another one.

Successor Trustees
You should always name alternate or successor 

trustees in case your first choice is unable or 

unwilling to serve. You may also specify methodology 

for selecting a successor trustee in your governing 

documents. If there are no alternates and no 

selection method defined, court action will usually  

be necessary to fill the vacancy.

Trust Investment Management
Many states have enacted the Uniform Prudent 

Investor Act that reforms the standard of care 

applicable to trust investment and management. 

Under this Act trustees are bound to consider the 

purposes, terms, distribution requirements and other 

circumstances of the trust. The trustee’s decisions 

regarding individual assets are no longer evaluated 

in isolation, one investment at a time, but rather are 

examined in the context of the trust portfolio as a 

whole and as a part of an overall investment strategy 

with risk and return objectives that are reasonably 

suited to the particular trust. The trustee is authorized 

to consider a wide range of factors, including:

›› General economic conditions

›› Potential inflation and deflation

›› Tax consequences

›› The ramification of each investment  

on the entire portfolio

›› Anticipated income and appreciation

›› Trust beneficiaries other resources

›› The need for liquidity, income or appreciation

›› Any special relationship that an asset has to the 

purposes of the trust or to a beneficiary (e.g., real 

estate or heirlooms that have been in the family  

for generations).



If your state has not enacted this type of rule, or if you 

are authorizing investments that would not satisfy the 

prudent investor standard, you may provide specific 

instructions in the governing instrument to override 

the application of state law. Investments held by 

corporate trustees are likely to be more closely 

monitored than they could be by an individual. 

This constant watch permits the trustee to respond 

rapidly, as the market or other circumstances require, 

and to adjust investment strategies accordingly. 

Likewise, the corporate trustee usually has more 

resources to identify investment opportunities and to 

take advantage of them.

Tax lssues
There are many tax issues in trustee selection. 

Designating an individual trustee, especially a 

family member, can have unanticipated, adverse tax 

consequences due to control over disposition of 

income or assets.

Although a complete discussion of tax concerns 

is beyond the scope of this article, some basic 

principles apply:

›› A family member who serves as a trustee and is a 

beneficiary of the trust could be taxed on the trust’s 

income if he or she has the power to distribute trust 

principal or income to himself or herself.

›› If the family member/trustee has children, who 

are also beneficiaries of the trust, and uses trust 

income for the support of those children, then he or 

she will be taxed on that income.

›› If the trustee has the power to spend trust principal 

for his or her own benefit (as well as the benefit 

of other beneficiaries) and he or she dies holding 

this power, the trust assets subject to that power 

may be included in his or her estate and subject to 

federal estate tax consequences.

›› A corporate trustee or an individual who is not the 

grantor, a beneficiary, or a related or subordinated 

party, may be given complete discretion to 

distribute income and principal to beneficiaries 

without causing the trust to be included in the 

estate of the grantor or the beneficiary or to 

become taxable as trust income.

Conclusion
There is no automatic answer to the question of 

who shouId be named as trustee in your financial 

and estate planning. You must make the decision 

based on the facts of your particular family, tax and 

investment situation. By discussing important factors 

with your attorney and other financial advisors, you 

will be able to make an educated and wise selection 

that suits your goals for your personal situation.

There is no automatic answer to the question 
of who should be named as trustee in your 
financial and estate planning.

NOTE: Before selecting any trustee, the candidate should be shown a copy of the trust document to determine 

if the trustee is willing to serve under its terms. It is costly, both in terms of time and money, if the named trustee 

refuses to accept the position after the trustor’s death.



Why Consider Changing Your Existing Trustee?
Your Personal Trust account can play an integral role  

in providing for your family’s long-term financial 

security. You want to make sure that you are receiving 

prompt and professional service at all times from  

your current trustee.

Ask yourself the following questions:

›› Has your current trustee merged or been acquired 

by a larger, less service-oriented provider?

›› Is your trust officer unresponsive, slow or providing 

you with inadequate information?

›› Are your trust investments performing poorly?

›› Do you have limited investment alternatives from 

which to choose?

›› Are your trustee fees excessive and increasing 

each year?

›› Are your trust statements delivered late?

›› Do you frequently find errors in your trust 

statements?

›› Do you believe that the individual trustee handling 

the fiduciary requirements of the trust lacks the 

necessary legal, tax and investment skills needed 

to effectively handle the job?

If you answered “yes” to any of the above questions, 

now might be a good time for you to consider 

transferring your trust relationship to a new trustee.

While the terms of your trust may already be defined, 

the trustee, in most cases, can be changed. This is 

true for any revocable trust and most irrevocable 

trusts. Language written into most irrevocable trust 

documents permits the grantor (trust creator) or 

beneficiary to change trustees at any time.

It is critical for you to choose a trustee who  

will carry out the terms of the trust, manage its  

assets effectively, and provide you with the  

type of personal service you need and expect. 

Working in partnership with my firm, an SEI Private 

Trust Company Trust account can offer you a number 

of advantages, including:

›› A variety of flexible, high-quality trust investment 

alternatives

›› Very competitive trustee fees

›› A high level of personal service provided by a team 

of experienced trust professionals.

The SEI/Financial Advisor Partnership
SEI is one of the most financially sound investment 

companies worldwide. SEI is a publicly held NASDAQ-

listed corporation (NASDAQ: SEIC).

By working with an independent professional who 

has adopted the SEI philosophy and implemented 

its proven methodology, investors gain access to 

sophisticated investment strategies typically not 

available to retail investors. The SEI approach has 

been developed from disciplined analytical research, 

focusing on the behavior of worldwide financial 

markets and investment managers. SEI utilizes 

a disciplined, scientific investment process that 

concentrates on asset allocation and diversification 

among asset classes, two critical determinants  

of investment returns.

When investment professionals choose SEI, they 

work with a firm that major corporations, institutions 

and thousands of high-net-worth investors have 

turned to for over three decades for professional 

investment advice.

By working in partnership with SEI, advisors can 

offer their clients a complete Personal Trust Services 

solution. SEI Private Trust Company, working in 

conjunction with your advisor, is dedicated to 

meeting all your trust needs, including investment 

management and complete trust administration.
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