
BASIC OPERATING TIPS FOR THE BUSINESS TRUST

We’d like to take this opportunity to give you a basic primer on day to day operations. Please
remember that we are not attorneys or accountants, and we do not provide legal or accounting
advice. Although we have endeavored to teach all of our clients how to operate their Business
Trust, we still get a lot of questions about procedure and operation. We applaud you for wanting
to operate your Trust correctly and while we have several references on the .pdf disc sent to you
with your Trust, we have complied some of the most frequently asked questions here. Business
Trusts have been around for a very long time. But badly run and poorly operated Business Trusts
may not stand up to scrutiny in the law if challenged.  However, if they are established for the
legal protections they provide, how should they be managed in order to stay on the right side of
the law in case a disgruntled party (like an ex- spouse, a future creditor, perhaps even a
governmental agency like the IRS) decides to take on a legal challenge? Here are a few key
principles that are seriously worth considering, and all are about ensuring that the Trustees are
acting in accordance within the law and also their contractual responsibilities as contained within
the Business Trust. So, here are some suggestions for all Trustees.

MAINTAIN A TRUST FILE: Seems rather simple, but having all the Trust documents in one
place makes it easier to ensure you are in control, as a Trustee must be. This includes establishing
a Business Plan, keeping accurate and up-to-date income and expense ledgers, timely filing and
paying of all requisite 1041 Fiduciary Federal Tax Returns, as well as any applicable state or
local taxes, any Trust Deeds, registrations, gifting certificates, copies of all important
correspondence, bank account statements, and records of any Certificate distributions.  Be
thorough.

KEEP THE MINUTE BOOK UP TO DATE: All Trustee decisions should be recorded in the
Minute Book with every decision signed by each Trustee. It should clearly demonstrate to those
looking at it in the future, that the Trustees have been going about their tasks in an orderly legal
fashion and that all Trustees are having their proper say. Just how much detail should be included
is up to the Trustees. Some argue that recording every decision (and even their rationale) is
advisable, as it can help stymie clever lawyers and the IRS, who may later become involved in
legal challenges and looking for cracks in the Trustee's and the Trust’s armor.

HOLD AN ANNUAL MEETING OF TRUSTEES: This can be held by phone or in person.
Consider it a once a year opportunity to get everyone's input and ideas, even if nothing significant
has actually happened. Many Trust financial situations change from year to year. Such a meeting
is also a good time to check the Business Plan in order to verify it has been working well. If not,
it needs to be re-examined and possibly changed. Be sure to record the Minutes of the annual
meeting. See the sample minutes included on the .pdf disk for some suggestions.

CREATE AN ANNUAL FINANCIAL STATEMENT: This should be part of your CPA’s
duties. It does not have to be spectacular. A financial statement is a useful way of keeping a
disciplined record about the Trust. This is especially important if there are investments to
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monitor.. This annual statement also needs to be placed in the Trust Minutes.

READ THE TRUST DOCUMENT EVERY YEAR: It is a reminder of your duties as a
Trustee, and provides a focus for you to research anything that you may not be as familiar with as
you should otherwise be. At least once a year, Trustees should consider if they meet the Trust’s
investment goals and objectives

CONSIDER HAVING AN INDEPENDENT TRUSTEE: This may well be a step too far,
though some lawyers argue an Independent Trustee might establish in the eyes of the authorities
the bona fides of a more familiar Trust. You could utilize a trusted family friend, or someone
similar. Trustees need to be involved in all decisions. Be mindful that an Independent Trustee
might well not agree with everything you would otherwise desire or prefer.

KEEP SEPARATION IN MIND: Though held in FEE SIMPLE, the Trust does not contain
“your” assets. Trustees are to look after the assets for and on behalf of the Trust, “as if” they still
owned them. They are entitled to “reasonable Trustee fees and compensation” for their efforts
and should not need to spend their own money on Trust matters without making a formal
decision to do so, recording it in the Minute Book, acknowledging and reimbursing the debt
incurred by them. The Trust checking account and assets should never be used by the Trustees
for their own personal business matters. Do not co-mingle the Trust’s funds with your own.

CONSIDER IF YOU NEED HELP: If you are in doubt as to whether you are truly qualified as
a Trustee or the manager of your Trust, you may want to consider obtaining help. Study up and
read. Seek some professional advice if necessary. A good CPA is a good ally to have. If you are
committed to making your Trust a big success, it may still be wise to consider obtaining qualified
legal and experienced investment advice to put it on the right track. 

While some of us may realize hundreds of millions of dollars after this RV, many will not. In
either event, what we get is still likely to be more that any of us are used to. 

Regardless of how wealthy you become, we would like to suggest that your Business Trust
Organization be considered your “Mother Lode Trust”. This is the most basic way to go, with
only one Trust to manage. For those who will have a very considerable amount, we suggest the
Multi Trust Program.  

CONSIDER MULTIPLE TRUSTS: The Multi Trust Program was designed as a multi-tiered
concept to further isolate and insulate your assets. The Multi Trust Program diagram is on your
.pdf disk. It is a very visual explanation of how one might structure their various activities and
purchases. It is not designed for those with smaller amounts of funds to manage. 

GETTING MONEY OUT OF THE TRUST: Obviously, you are going to want to use this
money now owned by your Trust. How do you that, you ask? There are several ways to access
those funds. The first and easiest is to pay yourself a Trustee salary. Most of us receive a
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paycheck of some sort, be it from our jobs or businesses, or even Social Security. When you get
paid, you put that money into your personal bank account, right? That’s how you pay your
mortgage or rent, car payments, utilities, insurance, gasoline, food, clothing etc. Substitute your
current paycheck with the Trustee salary you will receive.  It can be any amount that is
reasonable and comfortable for you to live on. Like your current paycheck, it is taxable income to
you, so don’t get carried away. Bear in mind that your Social Security benefits and any
entitlements you receive may be impacted by any Trustee salary you take. You will need to write
a Minute to document your salary, and all other uses of the trust’s funds. Sample minutes are
available on the .pdf disc. 

As Certificate Holders, which you all are, you are entitled to a distribution of funds from the
Trust. Much like a dividend from a corporation, it can be a one-time or periodic payment, usually
of a significant amount. So let’s assume you are taking a salary of $8,000 per month, pretty
generous, but not enough for some of the things you may want to do. Right now, many of us have
debt that we want to put behind us. The Trust cannot and should not pay your personal debts. The
Trustee (you) can declare a one time distribution (dividend) of say $50,000 and pay the
Certificate Holder (yourself). Voila, you now have enough money to pay off those debts. This
again is taxable income to you. 

As Trustee, you are charged with protecting and growing the assets of the Trust. Growing usually
means investing in some manner. Whether it be rental property in the Caribbean or a flower shop
on Main Street, or the stock market, you will incur expenses to research that investment. The
Trust can reimburse you for those expenses. Don’t expect the Trust to pay for your new clothing
on that trip or souvenirs to take home, but it can pick up most of the legitimate expenses. Just be
sure to collect business cards, promotional offerings, receipts etc.  

The Trust can pay other expenses for you, such as joining a golf, tennis or yacht club. As Trustee
you want to expand your horizons and connections, right? Again, be sure to collect those
business cards. 

Well, that’s all well and good for every day, but what about that new house or car you want to
buy? If you take that money personally and buy that house or car, that money is then taxable
income to you. It would be wiser to borrow the money from the Trust to purchase the house. You
must secure that loan with a promissory note.  You can structure terms as favorably as you wish.
How about a 10 year renewable balloon note? What about interest at only 2%? Your Wealth
Manager or CPA should be able to create that note for you. If you are comfortable in doing so
yourself, you can get many legal forms online from legalzoom.com, and similar companies. You
will also need to document the loan with a Minute.  However you structure or prepare the
promissory note, you must make some kind of payment, or the IRS will consider it a gift and tax
the amount accordingly. While thinking about making payments may be unpleasant, you are
merely paying the Trust back with money you earn from the Trust. Borrowing the money also has
the advantage of putting a lien on the house, so it is a less desirable target if someone is trying to
sue you for whatever reason. 
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Alternatively, one could purchase the house or car directly out of the Trust, and the Trust would
then own the house or the car. This is not the best option.  Whether it be a house, car, boat,
recreational vehicle, etc., it is potentially a high liability Item. It is not a good idea for ownership
to be in your own name or in the Mother Lode Trust. Use of another “Trust” or even an “LLC” is
a far better option. 

Another option for purchasing real estate is to create an additional Trust that purchases and
becomes the owner the real estate. The Mother Lode Trust becomes the Investor in the new Trust
and exchanges an undisclosed amount into the new Trust. That amount should be enough to
cover the purchase, furnishing, landscaping, security, property taxes etc. That is NOT a taxable
event. In any event, consider renting the residence from the Trust. Your rent payments could
cover your utilities, etc. Your CPA should be able to structure that for the best tax advantage. 

You might consider a similar scenario for purchasing vehicles. Set up an additional Trust as a
Leasing Company, that buys and manages the vehicles, leasing them back to you.   

OTHER ISSUES: The Trust that we use has a Creator, as a disinterested third party to initiate
the Trust contract. Once, the Creator facilitates the initial exchange between you and the Trust,
he or she appoints the First Trustee (typically you) and exits the contract. He or she has no further
responsibilities, duties, liabilities or authority over the Trust.  

Another question we hear frequently is “How do I get my dinar/currency into my Trust?” when
you initiated the trust, your Creator “offered to trade the sum of Twenty One U.S. Dollars
($21.00 USD) and all the One Hundred (100) Trust Certificate Units for certain business and/or
personal property of the Investors, as listed in Schedule A.” Schedule A reads as follows:

BUSINESS and/or PERSONAL PROPERTY:
$100.00 and other cash deposits. (Typically, you need $100 to open a bank account)
Miscellaneous Foreign Currency, including, but not limited to 
____________ Iraqi Dinar 
____________ Vietnamese Dong  
____________ Indonesian Rupiah
____________ Iranian Rial
____________ Zimbabwean Dollars

By accepting that offer, you have exchanged your currency into your Trust. The amounts are left
blank, for you to fill in. If you have purchased additional currency after the creation of your
Trust, you must document that with a Minute. 

We hope this has eliminated some of the confusion of what to do with your Trust. It can be as
simple or as complicated as you wish. You made the first step by purchasing a Trust. It’s up to
you to read and re-read the information we have provided. Now you need to step a little further
and learn how to properly use it to your best advantage. 
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