
Q  How widely are trusts used?

A   �It is important not to forget that the 

first principle of a trust is to protect 

wealth, primarily for the family. 

Therefore, any source of personal 

wealth can be placed into a trust. 

This is not limited to simply cash 

or other investments – it can be 

property, death benefit pension and 

life assurance proceeds.

Q  �Sounds complicated – would I 

need to get some advice?

A  �I would say it is essential, since in 

the right situation, the benefits to 

your family are considerable. You 

will want to avoid making any errors 

in how the trust is set up, which 

could result in not fully achieving 

what you had intended, or worse 

still, producing a result that was not 

intended at all.

Q  �Sounds scary – so it is not as 

simple as transferring all my 

wealth to my family using a trust?

A  �Correct. Firstly, a trust deed is a legal 

document that has to be drafted in 

a particular manner to avoid any 

legal misinterpretation. Secondly, 

Her Majesty’s Revenue and Customs 

(HMRC) need to be satisfied that 

the trust set up is not breaching 

any tax regulations. Over the years, 

there have been many refinements 

to trusts and their uses and much 

of this is down to legislation and the 

particular approach taken by HMRC.

Q  �How do I ensure that I don’t get 

on the wrong side  

of the taxman?

A  �Simple – before doing anything, get 

advice from a specialist in this area.

Q  �That looks like it could be 

expensive?

A  �It does not have to be. Ask for 

details of the costs before any work 

is started and match those against 

the wealth benefits to your family 

over the longer term. This could 

also include substantial tax benefits. 

Carried out correctly, your family will 

be the winners, and that has to make 

the cost very worthwhile.

Q  �It looks as if I shall be engaging 

experts to tell me what to do – 

surely there has to be something I 

can do too?

A  �There is. Remember what I said 

previously, about the knights who 

went on the Crusades? They had to 

find someone who would look after 

their lands and castles while they 

were away.

Q  �So is that what I would have  

to do?

A  �Yes. You have to choose the trustees 

of your trust. They will then ensure 

that the assets you place into the 

trust are invested and managed in 

accordance with the terms of your 

trust.

Q  �That sounds like a responsible job 

– can I be a trustee for my  

own trust?

A  �If you make a trust while you are 

alive, you would expect to be one  

of the trustees.

Q  �One of – so how many trustees do 

I have to appoint?

A  �If the trustees are individuals, then 

you will need at least one other 

trustee in addition to yourself. That 

is the law! You need to think very 

carefully about who you chose. 

Obviously, the individual should be 

someone you trust and who you get 

along with. You will have to make a 

number of important decisions as ➜ 
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trustees and you must agree upon 

these before what is decided can be 

put into action.

Q  �Is there anything else I should 

know? 

A  �Trustees have to be over eighteen 

years of age and preferably a little 

younger than you. It helps if you 

live quite close to one another as, 

on occasions, you will have to sign 

documentation. In some instances, 

you might have to meet annually and 

maintain a record of that meeting.

Q  �Do I have to do all this before 

deciding who benefits  

from my trust?

A  �This is a fundamental part of 

the process and obviously your 

motivation will be to preserve wealth 

for your family, whether living or not 

yet born. 

Q  �Not even born – how long can a 

trust go on for?

A  Up to eighty years.

Q  �Does this mean I will not be 

around to see who receives the  

benefit of my trust? 

A  �Simply because a trust can have an 

eighty-year life, it does not mean that 

it has to last for that period. For one 

type of trust, the trustees can bring 

the trust to an end by distributing the 

funds to the beneficiaries. 

Q  �So there are a number of different 

types of trust to choose from?

A  �There are now only two main 

types of trust. However, there are 

many variations to these two types, 

dependent upon what you wish to 

achieve.

Q  �Who are these potential 

beneficiaries, and how do they 

benefit?

A  �First and foremost, it could be your 

spouse or partner who survives, or 

it could be your children and then 

their children, either born or unborn. 

Finally, it could be any other person 

that the trustees decide upon.

Q  �Let me get this straight – why did 

you say ‘could’?

A  �With this sort of trust, the trustees 

choose who benefits, by how much,  

and in what manner.

Q  �Is that why the choice of trustee(s) 

is so important – as they can do  

what they like?

A  �Not quite, since your trust will 

contain clauses that will provide 

them with a framework within which 

they can operate. You too can guide 

them, by leaving with your trust a 

letter saying how you would like 

to see the trust funds distributed. 

However, the trustees are not obliged 

to take any notice of your letter, but 

hopefully they will be sympathetic to 

your wishes. Every action the trustees 

take will be at their discretion.

Q  Every action?

A  �Within the terms of the trust itself. 

Trustees do not have to treat all 

of your beneficiaries equally and 

can decide whether to pay any 

beneficiary out of income or capital 

or make a loan to them. Making 

a loan to a beneficiary could save 

the borrower’s estate from some 

inheritance tax.

Q  �It was all going so well and then 

you had to talk about tax again. I 

suppose the taxman is going to be 

very interested in having a good 

share of my trust fund?

A  �As I stated earlier, if you are keen 

to preserve your wealth for your 

family, then the key to getting started 

using trusts is to obtain some advice 

from a specialist. They can evaluate 

your financial situation, guide you 

through the process to make you 

aware of your obligations as one of 

the trustees and assist you and your 

family to plan to minimise the tax 

consequences in order to leave more 

wealth with your family.
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