BENEFICIARIES

Paul Edelman and Martin M. Shenkman

This Estate Planning article argues that educating beneficiaries is a crucial but often-missing element of
estate plan implementation that can help make sophisticated estate plans function as intended over time.

One often-overlooked part of estate
planning is preparing beneficiaries to
understand the structures they may
eventually need to navigate. For plan-
ners and strategists concerned with
how estate plans will function after the
documents are signed, beneficiary edu-
cation can strengthen implementation
and support more effective trust admin-
istration over time.

Estate planners do difficult and con-
sequential work. They translate family
goals, tax rules, asset-protection con-
cerns, fiduciary roles, and long-term
contingencies into plans designed to
guide decisions over many years, and in
some cases across generations. A well-
drafted plan needs to be legally sound,
tax-sensitive, and carefully tailored to
the client’s wishes. Technical sound-
ness, however, is not the final measure of
whether the plan will work as intended.

Once the plan is completed, the next
practical step is plan administration. As
part of that transition, the planner may
help the client consider how the benefi-
ciaries will understand the plan created
for their benefit.

Beneficiaries may first encounter
trusts after the death of a parent or
other benefactor. What they learn at that
point can vary widely. The terms of the
trust, applicable state law, the trustee’s
disclosure obligations and judgment,
and the use of roles such as trust pro-
tectors or designated representatives
may all affect how much information a
beneficiary receives. In some cases, the
beneficiary may receive detailed infor-
mation; in others, limited information or
no more than the law requires.

Some beneficiaries first learn that
a trust exists for their benefit through
an administrative event rather than a
planned conversation. They may receive

an unexpected distribution, a notice
from a trustee, or an explanation of ben-
efits they did not know existed.

Other beneficiaries may know that a
trust exists but only begin to understand
its practical meaning later. That under-
standing may come when they interact
with the trustee about distributions,
documentation, limits, or delays.

Example: A beneficiary asks the
trustee for a distribution. The trustee
hesitates, asks for more information, or
denies the request based on the trust-
ee’s interpretation of the trust terms.
From the trustee’s perspective, this may
be a careful exercise of fiduciary judg-
ment. From the beneficiary’s perspec-
tive, it may feel arbitrary, controlling, or
insulting. The beneficiary may wonder
whether the trustee is refusing the
request to be difficult, to preserve assets
and earn greater commissions, or for
some other inappropriate reason.

In that moment, the trustee may be
acting exactly as the document requires.
What is missing is interpretation and
translation. No one has helped the ben-
eficiary understand:

. what the trust says;

. why the trust exists;

- what discretion the document gives
the trustee;

. how that discretion is supposed to
be exercised,;

- what the trustee’s role requires; or

«  why assets were held in trust rather
than distributed outright.

Education gives beneficiaries the lan-
guage they need to understand the trust.

It also gives them practical understand-
ing of related structures that may affect
them, including entities owned by trusts
that may limit cash flow, trap income, or
shape what can be distributed. Provided
early enough, that understanding can
prevent confusion from hardening into
frustration, resistance, or conflict.

Beneficiary education may be consid-
ered alongside technical planning as
part of the implementation of many trust
and estate plans. Done well, it may build
a working vocabulary for fiduciary roles,
distribution decisions, limits, responsibil-
ities, and long-term stewardship. It may
also improve the way beneficiaries relate
to trustees, advisors, spouses, siblings,
and other family members. When ben-
eficiaries understand the language,
purposes, and constraints of the trust,
they may be better able to ask informed
questions, interpret fiduciary decisions,
and participate in conversations without
falling back on suspicion, deference, or
frustration.

The benefactor, whether acting as
testator, settlor, or in another capacity,
created the plan to benefit named bene-
ficiaries. Beneficiaries do not necessarily
need immediate access to every bal-
ance sheet or every technical provision.
But they do need enough understand-
ing to know what the plan and trusts are
meant to do, how fiduciary decisions are
made, and how trustees or other fidu-
ciaries may be held accountable.
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The accountability point has practical
consequences. A beneficiary who has
no understanding of the trust may not
be able to distinguish appropriate fidu-
ciary discretion from poor administra-
tion. Conversely, a beneficiary who has
received some education may be better
able to ask informed questions, raise
concerns appropriately, and understand
why certain requests require process,
documentation, or restraint.

Modern trust planning sometimes
uses additional mechanisms to support
accountability, including trust protectors,
designated representatives, investment
committees, distribution committees, or
other fiduciary and nonfiduciary roles.
These structures can be useful, particu-
larly where disclosure to beneficiaries is
delayed, limited, or staged. But they do
not eliminate the need for education.
People serving in those roles may them-
selves need information and education
about the plan and trust. Even when
those roles are used, beneficiaries may
still benefit from measured disclosure
and tailored education as their maturity,
responsibility, and role in the family sys-
tem develop.

A trust document defines rights, obliga-
tions, powers, and constraints. It allo-
cates authority among trustees, trust
protectors, designated representatives,
investment committees, distribution
committees, and other fiduciaries. It
describes standards for distributions,
provides tax flexibility, and may preserve
assets for future generations.

For beneficiaries, these provisions
still need to be translated into practical
understanding: what the plan means,
how the trust structure works, why it
exists, how decisions will be made, and
what role beneficiaries are expected to
play.

Beneficiaries who do not understand
fiduciary roles and trust terms may
experience distribution discretion as
arbitrariness. Protective features may be
read as distrust, even when the purpose
is to protect trust assets from a former
spouse, creditors, imprudent spending,
or unnecessary taxation. Assets held in

trust may feel like a personal restriction,
even when the primary purpose is tax
planning, creditor protection, divorce
protection, continuity of family assets,
or long-term stewardship. A trustee who
asks questions may seem obstructive,
even when the trustee is fulfilling a duty,
such as understanding a beneficiary’s
tax status to plan distributions more
effectively.

These misunderstandings are predict-
able. Most trusts contain dense legal, tax,
and technical language that laypeople
cannot digest easily. Even a well-drafted
trust document often requires explana-
tion because the people affected by it
experience the plan through relation-
ships, requests, limits, and decisions.

Education provides the interpretive
layer between the trust’s legal structure
and the people affected by it. It trans-
lates the legal provisions of the trust and
related planning documents into practi-
cal understanding: what they mean, why
they exist, how they are intended to
function, and what responsibilities come
with access to wealth.

The documents define the plan; edu-
cation helps the family use the plan.

When beneficiaries are not prepared,
their expectations about distributions,
access, and other trust benefits can
become misaligned with the trust’s
design. A beneficiary may believe
the trust exists to provide access on
demand, while the trustee under-
stands the document to require judg-
ment, documentation, process, and
sometimes restraint. Protective provi-
sions may be experienced as punish-
ment. Governance systems may be
ignored because beneficiaries do not

understand their purpose. Trustees may
be blamed for limits the trustor built into
the plan by design.

These frictions can harden over time.
A beneficiary who feels dismissed may
stop asking questions in productive
ways. A trustee who feels attacked may
become more guarded. Family members
may begin to interpret fiduciary deci-
sions through the lens of unfairness,
favoritism, control, or distrust. Any one
of these patterns can damage family
relationships and undermine the plan.

Beneficiary education reduces the
chance that predictable misunder-
standings become avoidable conflict.
It supports clearer expectations, better
fiduciary relationships, more informed
decision-making, and stronger follow-
through. It also creates a more useful
record: the family was not only given
legal documents, but also had an
opportunity to understand the struc-
tures those documents created.

Perhaps most importantly, measured
and tailored education helps build the
fiscal responsibility that most bene-
factors hope to encourage. It gives
beneficiaries a way to understand the
resources available to them in relation to
judgment, responsibility, and purpose,
rather than only access and restriction.

Seen this way, beneficiary education is
more than a practical risk-management
tool for estate planning advisors. It can
be a defined part of a broader advisory
engagement, helping clients move
from plan design to more effective trust
administration and, perhaps, greater
family harmony.

The more sophisticated the plan and
trust structure, the greater the need for
explanation. As complexity increases,
educational aids such as schematics,
trust binders, family balance-sheet sum-
maries, fiduciary-role summaries, and
plain-English explanations of key provi-
sions can become especially useful.

Generation-skipping trusts, directed
trustee structures, trust protectors,
designated representatives, family gov-
ernance systems, charitable vehicles,
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private trust companies, and multi-
jurisdictional planning may all be ratio-
nal from a technical standpoint. At the
beneficiary level, however, those same
structures may feel confusing, imper-
sonal, or adversarial unless someone
has explained their purpose.

A beneficiary may wonder: Why is
there a corporate trustee? Why can
one person make investment deci-
sions while another makes distribution
decisions? Why do | have no decision-
making authority? Why does the trust
continue after | reach adulthood? Why
are there limits on distributions if the
assets are “for” me? Why was this
structure chosen instead of giving me
the money directly?

Those questions are part of imple-
mentation. If advisors and families do not
address them, beneficiaries may supply
their own answers. Those answers may
be inaccurate, emotionally charged,
or shaped by family history. Education
may give advisors and families a way
to address those questions before they
become grievances.

One reason families postpone benefi-
ciary education is the belief that educa-
tion requires full disclosure of wealth.
Parents or senior family members may
worry that telling beneficiaries too much
too soon will reduce motivation, encour-
age entitlement, or create anxiety.

That concern deserves respect. A
staged approach allows the family to
begin without moving faster than it is
ready to move.

Beneficiary education can begin long
before beneficiaries receive full trust
balance sheets, specific inheritance

expectations, or detailed distribution
standards. Early conversations might
focus on general concepts: what trusts
are, why families use them, how fiduciary
roles work, what stewardship means,
how distributions are evaluated, how
taxes and investment decisions affect

long-term wealth, and how beneficia-
ries can communicate productively with
advisors and trustees.

More specific information can be
introduced gradually as beneficiaries
mature, demonstrate readiness, or
approach moments when they will have
more direct responsibility. Ideally, edu-
cation and disclosure should be tailored
to each beneficiary or heir, rather than
released according to a fixed generic
schedule.

Starting earlier may give beneficiaries
time to learn the relevant language, ask
questions, make smaller decisions, and
develop judgment before the stakes are
high.

An advisor might say:

You can begin preparing beneficiaries
without disclosing everything now.
Often, the first step is helping them
understand the roles, responsibilities,
and structures they may eventually
encounter.

That kind of framing lowers the barrier
to action. It separates education from
full disclosure and makes the first step
easier to take.

Beneficiary education should be tai-
lored to the family, the client’s wishes,
the plan, and the beneficiary’s stage of
development. The process should be
intentional, practical, and scaled to the
family’s needs.

Common areas include:

« Trust and fiduciary basics.
Beneficiaries should understand why
trusts are used, what trustees do,
what fiduciary discretion means, and
why long-term structures may exist.

- Financial literacy. Beneficiaries
need working knowledge of bud-
geting, sustainable  spending,
investment  principles, inflation,
taxes, and the difference between
income and principal. A beneficiary
who lacks financial literacy may not
know how to plan for and use dis-
tributions thoughtfully. Even heirs
of wealthy families may never have
been exposed to financial planning
basics.

. Governance literacy. In families
with shared assets, enterprises,
philanthropy, or family offices, ben-
eficiaries need to understand how
decisions are made, what roles
exist, and how conflict is handled.
As family finances grow in size and
complexity, the level and breadth
of financial education may need to
increase as well.

+  Administrative competence.
Beneficiaries may need to read
financial statements and legal
documents (or know how to work
with advisors who can assist), ask
informed questions, communicate
with advisors, respond to tax report-
ing requirements, and recognize
risks such as fraud or exploitation.

. Stewardship and personal respon-
sibility. Wealth affects identity, pur-
pose, relationships, and behavior.
Beneficiaries need opportunities to
consider how financial resources
can support a constructive life.

The work can begin modestly. The
aim is to build capacity and understand-
ing gradually, so beneficiaries are bet-
ter prepared as their roles expand and
their access to information or assets
increases.

Estate planning attorneys, trustees,
financial advisors, and family offices can
each help move the process forward.
One advisor may raise the issue, another
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may reinforce the concepts as questions
arise, and others may bring in outside
specialists to deliver education or facili-
tate family conversations.

In many cases, the advisor’s most
important contribution is to connect
education to the design of the plan and
help the family take a first step. If the
plan depends on beneficiaries under-
standing fiduciary roles, distribution
standards, governance structures, or
long-term stewardship, beneficiary edu-
cation should be part of the planning
conversation.

Beneficiary education often falters
because agreement does not become
implementation. A client may agree in
principle that education is useful, while
no advisor takes primary responsibil-
ity for making it happen. Some clients
may initially delay or restrict disclosure
without appreciating the benefits of
measured disclosure and deliberate
education.

Advisors can help by making the
process operational. That means

asking practical questions: Who should
be educated first? What should they
learn? What can be discussed now
without full disclosure? Who will lead
the first meeting? When should it hap-
pen? How will the family know whether
the process is helping? What materials
should be obtained or created to help
beneficiaries?

These questions bring beneficiary
education into the planning process
rather than leaving it as a good idea for
later.

Beneficiary education is most useful
when it is connected to the lifecycle of
the plan.

If a beneficiary begins interacting with a
trustee at a certain age, education about
fiduciary roles may be most useful before
that transition. If a rising-generation fam-
ily member will join a family council, edu-
cation about governance should precede
that role. If beneficiaries will eventually
receive information about trusts, distribu-
tions, or shared assets, they should first
have a basic understanding of the terms
and responsibilities involved.

The process can begin with one intro-
ductory session, a conversation about
trusts and fiduciary roles, a financial-liter-
acy module, a plain-English trust overview,

or a facilitated family meeting about stew-
ardship. Later steps can become more
specific as readiness grows.

Education also needs to be revisited.
Beneficiaries change. Family circum-
stances change. Structures evolve. A
useful education process develops as
beneficiaries move into new roles and
face more complex decisions.

A technically sound estate plan can still
falter when the people affected by it do
not understand how it is meant to work.
Beneficiaries who encounter structures
without preparation may misread limits
as distrust, discretion as arbitrariness,
and protection as control.

Education lowers that risk by prepar-
ing beneficiaries to understand the pur-
poses of the plan, the roles of fiduciaries,
the reasons structures exist, and the
responsibilities that come with wealth.
It also gives advisors a practical way to
strengthen implementation before the
family is ready to disclose more specific
information.

The documents define the plan.
Education helps the family understand
it, use it, and live within it.

For families that want their planning to
endure, beneficiary education is part of
the work that allows the plan to function
as intended.
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