
               ...Delivering Control



Bridgeford Trust Company is a boutique, independent trust company providing 
progressive trust administrative services to domestic and international families around the world. 

Bridgeford Trust delivers tremendous control and flexibility to settlors and beneficiaries of trusts, 
as well as their advisors, through South Dakota’s cutting edge modern trust laws, 

including directed trusts, domestic asset protection trusts, privacy, taxation, and decanting.
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Directed Trusts
Leading Trust Provisions

Directed Trusts, only available in a handful of states across the country, including South Dakota, have drastically changed the trust 
world by putting control back into the hands of settlors, beneficiaries, and their advisors. Through bifurcating liability, the directed trust 
model creates a legal framework allowing trustees and beneficiaries to work with asset managers and independent trust companies of their 
choosing.

•	 The directed trust concept unbundles functions (asset management and trust services) that have been and 
are traditionally bundled together by large bank-based corporate trustees.

•	

•	 A directed trust allows the settlor to appoint an administrative trustee of their choosing and to appoint a 
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Directed Trusts
Typical Modern “Directed” Trust Structure

www.bridgefordtrust.com

John Doe Family Trust

Distribution Committee Investment Committee Administrative 
Trustee

Family Trustee/ 
Committee

Independent 
Trustee/Committee

»» Stocks & Bonds
»» Insurance
»» Art
»» FLPs
»» LLCs
»» Real Estate

»» Ownership of Assets
»» Establish & Maintain Trust Bank Account
»» Prepare & Sign Trust Tax Return
»» Trust Statements
»» Make Distributions
»» Receive Contributions
»» Take Direction from:

Investment Committee Distribution Committee

3



Directed Trusts
Trust Protector

The inclusion of a Trust Protector in an irrevocable trust, in conjunction with the directed trust model, gives tremendous control to 
the settlor, beneficiaries, and advisors to modify many important aspects of the trust. 

Acting as a “super trustee,” the trust protector concept enhances the control aspects of the directed trust because it provides for direction or 
restraint of powers of the trustee.

Reasons why a settlor may wish to appoint a trust protector include:

•	

•	
•	
•	 the trustees.

South Dakota’s trust protector statute is an example of one of the most robust trust statutes in the nation (see Title 55 - Fiduciaries and Trusts 
Section 55-1B-6).
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Directed Trusts
Special Purpose Entity

The Special Purpose Entity is a powerful planning tool because it places a liability umbrella over the individuals filling the roles 
within the directed trust structure (investment committee, and/or distribution committee members), as well as the trust protector; therefore 
protecting them from personal claims connected to their actions in this capacity. 

•	

•	

The special purpose entity is an important planning tool as it supports and encourages the benefits associated with selecting progressive jurisdictions 
for trust situs, such as South Dakota, in the wealth and trust planning process.
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Domestic Asset Protection Trusts
Domestic and Offshore Protection: Best of Both Worlds

By combining the power of both Domestic and Offshore Asset Protection Strategies in one trust instrument, South 
Dakota law renders the debate over domestic verses offshore asset protection moot and gives settlors an easy to understand and compelling 
option for obtaining asset protection.  

protection within one trust instrument. 

See the Appendix for a more detailed and technical discussion on this asset protection strategy.
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Privacy Laws

Privacy has always been of paramount concern to wealthy families and is one of the primary reasons why billions of dollars have been 
and are being moved into South Dakota for trust administration from around the globe. South Dakota is considered to have the best trust 
privacy and quiet trust statutes in the United States, as noted in a recent article appearing in Trust & Estates Magazine, wherein the authors note,         
    “Of the top tier trust jurisdictions, South Dakota has the best trust privacy laws.” [1]

Privacy (Keeping Trust Information Out of the Public Domain)

South Dakota’s privacy statute provides for a total seal forbidding the release of trust information,      
including names of settlors, beneficiaries, and the contents of a trust, to the public during litigation. 
Most states do not have privacy statutes specific to trusts and, as such, privacy is not mandated or guaranteed 
by law as it is in South Dakota. Of the states that do have privacy provisions, most only limit privacy 
for a certain duration (Delaware is three years); then the information is released to the public, and the 
privacy provisions are subject to the Court’s discretion, which is routinely denied.  

Quiet Trust
Most states require trustees to inform a beneficiary of his or her beneficial interest in a trust at the age of 18. South Dakota is universally 
considered by advisors and academics to have the most comprehensive and flexible quiet trust statute in the nation, granting the settlor, 
trust protector, and the investment/distribution advisor the power to expand, restrict, eliminate, or modify the rights of the beneficiaries to 
discover information about a trust. 

For a more detailed discussion of South Dakota’s privacy laws and how they compare to other states, see the Appendix.
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Trust Taxation
Dynasty Trust

A Dynasty Trust, not available in all states, is a powerful planning tool that essentially allows a trust to live in perpetuity (forever), 
therefore NEVER subjecting the assets to federal estate taxations through a forced distribution. 

•	
way for the creation of the Dynasty Trust.

•	
th position. 

See the Appendix for Attorney Steve Oshins’ “4th Annual Dynasty Trust State Rankings Chart” for a more detailed and objective comparison 
of the Dynasty Trust states.
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Trust Taxation
The South Dakota Incomplete Non-Grantor Trust (“ING”)

An Incomplete Non-Grantor Trust (“ING”) is a vehicle that potentially eliminates state income tax while taking advantage 
of domestic asset protection. 

•	 An incomplete gift – never leaves settlor’s estate, so NO GIFT TAX.
•	 Non-Grantor Status – income taxed at the trust level.
•	 Strong Private Letter Ruling (PLR) Support.

When to use the Incomplete Non-Grantor Trust
•	 Asset with significant appreciation, such as low cost basis stock.
•	 Avoids state income tax on subsequent liquidity event if created in a jurisdiction that does not have a state income tax, such as South Dakota.
•	 Avoids future state income tax on undistributed investment income.
•	 PLR requests with the IRS recommended.

Example of the Tax Savings Associated with an Incomplete Non-Grantor Trust
•	 Closely held business with fair market value significantly over basis with a gain in excess of $20 million.
•	 Transfer of closely held stock into an Incomplete Non-Grantor Trust created in jurisdiction with no income tax. 
•	 No gift tax consequence.
•	 Assuming home state has a 6% income tax rate = $1.2 million state tax savings.
•	 Assuming an estimated future investment portfolio of $16 million earning a conservative 4% undistributed total return, continued 
state tax savings of $38,400 per year.
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Jurisdiction Showdown

                                                    South Dakota                     Nevada                          Wyoming                         Alaska                       Delaware 

Dynasty Trusts Yes
[1]

Yes
[1]

State constitution prohibits 
[2]

Yes
[1] 

State constitution prohibits 
[2]

Yes
[1]

Yes
[1]

State Income Taxation No No No No 
Future uncertain

No 
Only for non-residents

Community Property Trusts Yes Yes
Only for residents

No Yes
Future uncertain

No

Domestic Asset 
Protection Statute

Yes 
2 year statute of limitations 

Exception for child support

Yes 
2 year statute of limitations

No exceptions for child and 
spousal support

Yes 

Exception for child support

Yes 
2 year statute of limitations

Exception for 
divorcing spouse

Yes 

Exceptions for child and 
spousal support

Trust Protector Yes Yes Yes Yes Yes

Directed Trusts Yes Yes Yes Yes Yes

Decanting Statute Yes
[5]

Yes
[5]

Yes
[5]

Yes
[5]

Yes
[5]

Trust Privacy Provision Yes - Total Privacy 
Seal Forever

Automatically attaches

South Dakota has the best trust 
privacy laws.” [2]

No Total 
Privacy Seal [2]

discretion

No Total 
Privacy Seal [2]

discretion

No Total 
Privacy Seal [2]

discretion

Yes - Three Year 
Privacy Seal [2]

discretion

Special Purpose Entity Yes [2] Yes [2] Yes [2] Yes [2] Yes [2]

Insurance Premium Tax 8 basis points [2] 350 basis points [2] 75 basis points [2] 10 basis points [2] 200 basis points [2]

  * Denotes superior distinction 
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Contact David Warren, President and CEO of Bridgeford Trust 
at dwarren@bridgefordtrust.com or by calling (605) 224-1372.
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Subscribe to our e-mail newsletter: bridgefordtrust.com/subscribe
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