
Business 3 Trust Model
This illustrates the advantages of simple diversity of ownership under your sole control in a small
business setting. Notice the placement of all property into one separate Holding Trust. The remaining
duties & responsibilities are divided among the Administrative Trust and Management Trust. This
“division of labor” keeps the business in a tight but flexible micro-network that you are the sole controller
of. Here, the Administrative Trust acts as the owner of the business, and may even finance, fund, and
even underwrite the liability of the other trusts, and other than the business entity itself, it holds no
property so that no property may be taken in the event a liability is incurred. The Management Trust
operates the business, but can also hold property and serve other functions since the chances of it
incurring a liability are slim due to limited outside exposure. When the trust funds are spread around in
this manner, the funds are distributed as expenses, not as income and therefore, tax liabilities may be
altogether avoided.
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1) Administrative Trust acts as owner of the business and obtains any & all services, utilities, and licenses in its trust name and makes
all income and profits. It is operated by the Management Trust and it leases all necessary equipment from the Holding Trust. It then
distributes funds (in the form of expenses) to both trusts for their services. Because it holds nothing, it acts as a throwaway trust for
limited liability purposes. It may also make loans and advances to the other trusts, if necessity arises.
2) Management Trust provides management services to both trusts. It acts as fiduciary in all financial matters and is the authorized
representative on all accounts of the other two trusts. It makes no income. It manages books and affairs of the other two trusts in
exchange for compensation due in funds from the Administrative Trust and in exchange for use of certain necessary equipment from the
Holding Trust.
3) Holding Trust owns the business assets (buildings, structures, equipment, automobiles, real estate, investments, etc.). It leases
business assets to the other two trusts and makes no income either. Neither the Administrative Trust nor the Management Trust are
liable for these assets, and the assets in the Holding Trust are not subject to third-party claims against either the Administrative or
Management Trusts. In the event a claim arises against the Holding Trust, the Management Trust holds the perfected security interest.


