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2. It is established to resolve contested or uncontested claims asserting liability for a tort, breach of 
contract, or a violation of law; 

 
3. It must be a trust under applicable state law, or the assets must be kept separate from the assets of 

the tortfeasor, insurance carrier, or other related parties. 
 
The DSF is limited to tort claims while the QSF may be used for tort, contract, or violation of law claims. 
At the present time, it is uncertain whether a DSF or a QSF may be used for a single plaintiff case. Trusts 
used to comply with the DSF or the QSF requirements are called 468B settlement trusts. 
 
Compliance with the DSF or the QSF rules results in the following tax consequences: 
 

1. The plaintiff may deduct settlement payments to a 468B settlement trust, even though the payout 
to or for the benefit of the plaintiff is made later; 

 
2. The 468B settlement trust does not constitute constructive receipt to the plaintiff; 

 
3. A DSF is treated as an entity which is separate from the payor/taxpayer. The fund's income is 

taxed at the maximum rate of taxation for a trust. The gross income of a fund is first reduced by 
its administrative costs and other incidental expenses of the settlement fund which are incurred is 
connection with its operation, and which would be deductible for purposes of determining the 
taxable income of a corporation. These expenses include state and local taxes and legal, 
accounting and actuarial expenses of the settlement fund. No other deductions are allowed to the 
fund; 

 
4. A QSF is treated as a corporation for purposes of subtitle F of the Code (administration and 

procedure), and any tax imposed on the QSF's modified gross income is treated as an income tax 
imposed on the taxable income of a corporation. 

 
What are the advantages of a 468B settlement trust? First, the funding of the trust removes the defendant 
and the defendant’s counsel from the litigation. Second, the trust removes the defendant from the 
allocation of the settlement amounts among the various plaintiffs. Third, the plaintiffs receive the income 
from the settlement funds inside the trust. Fourth, time is no longer a pressing factor. The settlement can 
be held in the trust while liens are negotiated and paid, allocations are negotiated between plaintiffs, 
structured settlements are explored, and special needs trusts are established. 
 
As the Virginia member of the Special Needs Alliance, Oast & Hook assists injured plaintiffs and 
personal injury attorneys create 468B settlement trusts and special needs trusts.  The Special Needs 
Alliance is a nationwide network of disability attorneys.  As members of this alliance, we assist personal 
injury attorneys in resolving their cases to enhance the judgments and awards of their disabled clients and 
to maintain the eligibility of these clients for SSI and Medicaid.  Oast & Hook is experienced in 
protecting the public benefits of persons with special needs and in assisting with the management of their 
assets.  For more information about the Special Needs Alliance, visit its website at 
www.specialneedsalliance.com. 
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Oast & Hook 
 
Oast & Hook is an Elder Law firm.  We represent older persons, disabled persons, their families, and 
their advocates.  The practice of Elder Law includes estate planning, estate and trust administration, 
powers of attorney, advance medical directives, guardianships, conservatorships, and public entitlements 
(Medicaid, Medicare, Social Security, and SSI), disability planning, estate, gift and income tax matters, 
bill paying, care management, and fiduciary services.  We also handle litigation involving these issues, 
such as will contests and estate administration disputes.  For more information about Oast & Hook, 
please visit our website at www.oasthook.com. 
 
 

Distribution of This Newsletter 
 
Oast & Hook encourages you to share this newsletter with anyone who is interested in issues pertaining 
to the elderly, the disabled and their advocates.  The information in this newsletter may be copied and 
distributed, without charge and without permission, but with appropriate citation to Oast & Hook, P.C.  If 
you are interested in a free subscription to the Elder Law News, then please e-mail us at 
eln@oasthook.com, call us at 757-399-7506, or fax us at 757-397-1267. 
 
 
 

   Please visit us on the world wide web at:   
www.oasthook.com  

  
Our website contains information about Oast & Hook  
and an archive of our newsletters and other estate  
planning, estate administration, and Elder Law articles  
in searchable format .  
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This newsletter is not intended as a substitute for legal counsel.  While every precaution has been taken to make this newsletter accurate, we 
assume no responsibility for errors or omissions, or for damages resulting from the use of the information in this newsletter. 
 
This newsletter is produced to be sent electronically.  If we currently fax you a copy of the Elder Law News but you prefer to receive it by e-
mail, then please contact us at: eln@oasthook.com.  
 
If you would like to be removed from our Elder Law News distribution list, please e-mail us at eln@oasthook.com, call us at 757-399-7506, 
or fax us at 757-397-1267. 
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