
ABC SUB-TRUST FUNDING, 
GST ALLOCATION & DISTRIBUTION REQUIREMENTS 

	Sub-trust A
	Sub-trust B
	Sub-trust C

	Funded 3rd
with the amount that is left after funding Sub-trust C and B.  (Trust assets allocated.)
	Funded 2nd
with the amount that when it is added to Sub-trust C, is equal to the Federal amount that can pass free of Federal estate tax.  (Trust assets allocated.)
	Funded 1st
with the amount that can pass free of the MA estate tax.  (Trust assets in this amount allocated here.)

	Any GST exemption that remains after allocation to Sub-trust C & B, is allocated to this Sub-trust A.  

If the remaining GST exemption is equal to or more than the value of this Sub-trust A, then this trust is called Exempt Trust A.  

If the GST exemption is less than the value of this Sub-trust, then 2 sub-trusts are created, Exempt Trust A (equal to the value of the remaining GST exemption) and Non-exempt Trust A (equal to the balance of the Sub-trust A assets).  

If all of the GST exemption is used for Sub-trust C and/or B, then this trust is called Non-exempt Trust A.
	Any GST exemption that remains after allocation to Sub-trust C, is allocated to this Sub-trust B.  

If the remaining GST exemption is equal to or more than the value of this Sub-trust B, then this trust is called Exempt Trust B.  

If the GST exemption is less than the value of this Sub-trust, then 2 sub-trusts are created, Exempt Trust B (equal to the value of the remaining GST exemption) and Non-exempt Trust B (equal to the balance of the Sub-trust B assets).  

If all of the GST exemption is used for Sub-trust C, then this trust is called Non-exempt Trust B.
	GST exemption* allocated here 1st.

Any available GST exemption is allocated to the assets held here first.  If the available GST exemption is more than the value of this Sub-trust, then this trust is called Exempt Trust C.  
If the GST exemption is less than the value of this Sub-trust, then 2 sub-trusts are created, Exempt Trust C (equal to the value of the available GST exemption) and Non-exempt Trust C (equal to the balance of the Sub-trust C assets).

	Distribution terms:

All of the assets held in Exempt Trust A are held for the surviving spouse for life as a QTIP trust (see Sub-trust B for QTIP requirements).  
All of the assets held in Non-exempt Trust A must be distributed to the surviving spouse upon his or her request.
Upon the death of the surviving spouse, these assets are taxable in his or her Federal estate and MA estate.


	Distribution terms:

All of the assets held in Exempt and/or Non-exempt Trust B are held for the surviving spouse for life as a QTIP trust (Qualifying Terminable Interest Property):
1.  The Trustees must pay all income of this Trust to the surviving spouse.
2.  The Trustees also may make distributions of principal only to the surviving spouse.

3.  The surviving spouse must have the power to compel the Trustees to sell non-income producing assets and invest in income-producing assets.
Upon the death of the spouse, these assets are not taxable in his or her Federal estate, but are taxable in MA.
	Distribution terms:

All of the assets held in Exempt and/or Non-exempt Trust C are held for the surviving spouse for life.
The Trustees may make a distribution of any amount of this Trust to the spouse.

Upon the death of the surviving spouse, these assets are not taxable in his or her MA or Federal estate.

(This sub-trust is often called the Family Trust or the Credit Shelter Trust.)


*GST exemption frees trust assets of all further estate tax consequences, while allowing members of those generations to benefit from the trust assets.
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