
The Land Trust Players 

In my last lesson we learned what a Land Trust is…just a few pieces of 

paper in the form of a Deed in Trust (sometimes called a Deed to 

Trustee) AND a Trust Agreement (a contract between the Trustee and 

the Beneficiary). Most real estate investors are familiar with Deeds, but 

not with Trust Agreements. So, this lesson will concentrate on the heart 

of the Land Trust—The Trust Agreement and all the players involved 

(Grantor, Trustee, Successor Trustee, Beneficiary, Successor 

Beneficiary, Director and Successor Director). Since the Trust 

Agreement is a contract that follows contract law, the Trustee and the 

Beneficiary can agree to almost anything (as long as it is lawful and not 

against “public policy”).  

To understand the best way to craft a Land Trust to meet your 

individual needs it is important to learn who is involved, what their 

limitations are and who holds the ultimate power. 

The Grantor is the person or entity that creates the trust initially and 

puts the property into the Trust. This is why the IRS calls the Land Trust 

a “grantor type trust.” Most Land Trusts are created as revocable 

(meaning that the terms of the Trust Agreement can be changed during 

the life of the Trust). A Land Trust can be created as Irrevocable 

(meaning the terms of the Trust Agreement cannot be changed during 

the life of the Trust), but we will be dealing with only the revocable 

type Trust in these lessons.  

        

The Trustee is a figure head. We only want our 

Trustees to hold legal and equitable title to the 



property…nothing else! We don’t want our Trustees to collect rents, 

buy insurance or deal with any day-to-day operations.  

There are over 100 years of case law that guarantees a Trustee that 

they are not personally responsible for their actions as a Trustee (unless 

they commit fraud or act without direction from the beneficiary/holder 

of the power of direction). Neither the Beneficiary nor an entity owned 

by the Beneficiary can serve as Trustee of their own Trust. This is called 

a “merging of interests” and would invalidate the Trust.  

The Successor Trustee is listed in the Trust Agreement as the person or 

entity that would assume title to the property if the initial Trustee dies, 

quits, goes crazy, refuses to serve or is fired by the Beneficiary. The 

Beneficiary can designate (in the Trust Agreement) as many Successor 

Trustees as he/she desires. Successor Trustees do not have to be 

notified of this designation until they are appointed by the Beneficiary.  

At the time of designation to full primary Trustee status, the Successor 

Trustee would have to accept the promotion to primary Trustee in 

writing. Trustees can be hired and fired by the Beneficiary/Holder of 

the Power of Direction with great ease.   

  

If you do not trust one person to be your Trustee you can appoint a 

Board of Trustees to serve at your (the beneficiary’s) discretion. You 

could also require a majority of Trustees to take action upon your 



direction. Someone who might be more cautious than others could 

have domestic AND foreign Trustees on their Board of Trustees. 

 

      

The Beneficiary is the party to the Trust Agreement that has control 

over the Trust and tells the Trustee what to do and when to do it. The 

authority to tell the Trustee what to do is called the Power of Direction 

(POD) and is usually held by the Beneficiary, but not always. I will give 

you examples in future lessons of how the POD can be used as an asset 

protection device.  

NOTE: Since the liability from the property held in a Land Trust flows 

through to the Beneficiary, most real estate investors will designate an 

LLC or Corporation as the Beneficiary of their Land Trust. 

 

       

The Successor (or Contingent) Beneficiary takes over the power to 

control the Trust and Trustee upon the death (or some other stated 

event) of the primary Beneficiary. If no Successor Beneficiary is 



designated, the property held in the Land Trust will be probated upon 

the death of the Beneficiary. Since avoidance of probate is one of the 

reasons to use a Land Trust, it is suggested that a Successor Beneficiary 

always be named in the Trust Agreement. 

 

      

The Director is in the position of ultimate power within the Trust. 

Typically the Beneficiary also holds the Power of Direction (POD), but 

not necessarily. The POD can be assigned by the Beneficiary to 

someone (or an entity) else on a temporary or permanent basis. For 

example, the Beneficiary could assign the POD to a close confidant for 

30 days while the Beneficiary went on vacation to Europe. The POD 

assignment could be for a specific number of years or until a stated 

event occurred (i.e. until the beneficiary’s first child attained the age of 

eighteen). Let your mind wander on this concept.  

If so desired a Successor Director can be designated in the Trust 

Agreement to fulfill the position should the Initial Director be unable to 

serve. If you want to designate a Director but do not trust one person 

to fill this position, a Board of Directors can be appointed with two or 

more people serving on the board. The possibilities are endless! 

Now that you know the basics about Land Trusts and who all the 

players are in the Trust Agreement, you are prepared to move forward 



with the specifics about the Deed in Trust. In the next lesson I will 

discuss the Deed in Trust and how it differs from a basic Warranty Deed 

or Quit Claim Deed.  

Mr. Land Trust 

P.P.S. If you want to jump start your Land Trust education, we’ll be 

holding a webinar in September. We will only have 100 spots so you 

should pre-register and we will send you the link to the webinar as soon 

as it is available. Watch for our next lesson and blog post. 

Do it to it Action Steps: 

1. It is a good idea for the Beneficiary to also serve as the Trustee   

True/False 

2. Successor Trustees must be notified of their position in the Trust 

Agreement (before they actually become the Trustee)   

True/False 

3. It is difficult to change the Trustee of a Land Trust 

True/False 

 

(Answers to questions above: 1. F, 2. F, 3. F) 


