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Understanding equity and trusts is
crucial for anyone involved in property
law, estate planning, or financial
management. This intricate area of law
governs how assets are owned and
managed, often involving complex
relationships and legal interpretations.
This article delves into the key facts,
principles, and landmark cases that
shape the landscape of equity and
trusts, exploring areas such as resulting
trusts and constructive trusts.



Introduction to Equity
and Trusts

Equity and trusts represent a significant
branch of the common law system.
Equity, historically, provided remedies
where the common law fell short,
addressing injustices and unfair
outcomes. A trust, in its simplest form,
involves one party (the trustee) holding
property for the benefit of another (the
beneficiary). The fundamental principle
is the separation of legal and equitable
ownership. The trustee holds the legal
title to the asset, while the beneficiary
holds the equitable title, representing
the beneficial interest. This distinction is
vital in understanding the intricacies of
this area of law. This article will explore
key cases that have shaped our
understanding of both resulting trusts
and constructive trusts.

Key Principles of Equity
and Trusts

Several key principles underpin equity
and trust law. These principles often

Equity And Trusts Key Facts Key Cases
2



dictate the interpretation and
application of trust instruments and
influence court decisions. Some of the
most important are:

e The Beneficiary Principle: A
trust must have a certain and
ascertainable beneficiary. This
means that the person or people
who will benefit from the trust
must be clearly identifiable.

e The Trustee's Duty of Loyalty:
Trustees are bound by a strict
fiduciary duty to act solely in the
best interests of the beneficiaries.
They cannot profit from their
position or engage in conflicts of
interest.

e The Rule Against Perpetuities:
This rule aims to prevent trusts
from lasting indefinitely, ensuring
that property eventually becomes
free from the constraints of the
trust.

e Unconscionability: Equity
intervenes to prevent
unconscionable conduct, often
seen in cases involving undue
influence or misrepresentation.
This forms the basis for many
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constructive trust claims.

Landmark Cases
Shaping Equity and
Trusts

Several landmark cases have
significantly shaped our understanding
of equity and trusts. These cases
illustrate the application of key
principles and offer valuable precedents
for future disputes.

### *Re Baden's Deed Trusts (No 2)*
([1973] Ch 9)

This case is pivotal in defining the
certainty of objects required for a trust's
validity. The court considered the
meaning of "uncertainty" in the context
of discretionary trusts, emphasizing the
need for conceptual certainty
(identifying the class of beneficiaries)
rather than complete evidential
certainty (identifying each individual
beneficiary). This case remains highly
influential in determining the validity of
trusts.
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### *Westdeutsche Landesbank
Girozentrale v Islington LBC* ([1996] AC
669)

This case significantly clarified the
nature of resulting trusts. The House of
Lords emphasized that resulting trusts
arise automatically by operation of law,
rather than depending on the intention
of the parties involved. It distinguished
between resulting and constructive
trusts, highlighting their distinct legal
foundations. This case is essential for
understanding the nuances of resulting
trust claims.

### *Pallant v Morgan* ([1952] 1 Ch 6)

This case highlights the potential for
constructive trusts to arise where
property is acquired in circumstances
that create an equitable obligation to
share the beneficial interest. The
specifics of the factual circumstances
are crucial in determining whether a
constructive trust arises. This reinforces
the equitable nature of trust law,
correcting injustices.

### *Lister v Stubbs* ([1890] 45 Ch D
1)
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This case deals with the crucial issue of
tracing assets in the context of trusts.
When a trustee misappropriates trust
funds, the beneficiary can trace those
funds to other assets. The principle
established here is fundamental in
recovering misappropriated assets.

Resulting Trusts vs.
Constructive Trusts

Understanding the differences between
resulting and constructive trusts is vital.
A resulting trust arises automatically
where a transfer of property does not
reflect the true intentions of the parties,
such as where property is purchased in
someone else’s name. A constructive
trust, on the other hand, is imposed by
the court to prevent unconscionable
conduct, such as where property is
obtained through fraud or undue
influence. Both are powerful equitable
remedies, but their foundations and
applications differ considerably. Cases
like *Westdeutsche* and *Pallant v
Morgan* exemplify the distinct
characteristics and applications of these
two types of trusts.
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Conclusion

Equity and trusts represent a complex
but essential area of law. Understanding
the key principles, landmark cases, and
the distinction between resulting and
constructive trusts is crucial for anyone
dealing with property, estate planning,
or financial management. This field
continues to evolve, with courts
constantly interpreting and refining the
application of equitable principles in
response to new and challenging
situations. The cases discussed above
provide a solid foundation for
understanding this intricate and
dynamic area of the law.

Frequently Asked
Questions (FAQ)

Q1: What is the difference between
a trust and a contract?

A trust is a fiduciary relationship where
one party holds property for the benefit
of another. A contract is an agreement
creating mutual obligations between
parties. A trust doesn't necessarily
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involve a contract, while a contract may
create a trust in certain circumstances.
The key distinction lies in the fiduciary
nature of a trust and the absence of
such a relationship in a simple contract.

Q2: Can a trust be challenged in
court?

Yes, a trust can be challenged in court
on various grounds, including lack of
capacity, undue influence, lack of
certainty of objects, or breach of trust.
The court will review the trust document
and the circumstances surrounding its
creation to determine its validity and
enforceability.

Q3: What happens if a trustee
breaches their duty?

If a trustee breaches their duty, they can
be held personally liable for any losses
incurred by the beneficiaries. The court
may order the trustee to make good the
losses, account for their actions, or even
remove them from their position.

Q4: What is the role of a trustee?

A trustee manages the trust property for
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the benefit of the beneficiaries. Their
role involves adhering to the terms of
the trust instrument, investing the
assets prudently, and making
distributions to the beneficiaries as
required. They have a fiduciary duty to
act in the best interests of the
beneficiaries.

Q5: Can | create my own trust?

Yes, you can create your own trust, but
it's advisable to seek legal advice to
ensure the trust document is properly
drafted and complies with all legal
requirements. An improperly drafted
trust document can lead to significant
legal complications later on.

Q6: What is the significance of *Re
Diplock* in trust law?

*Re Diplock* is a significant case which
addresses the topic of tracing in the
context of trusts. It clarifies the rules
relating to tracing and the ability of
beneficiaries to recover misapplied trust
property.

Q7: What are the remedies
available for breach of trust?
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Remedies for breach of trust can include
the replacement of misappropriated
funds, compensatory payments for
losses, the removal of the trustee, and
even criminal prosecution in certain
cases. The remedy chosen depends on
the specifics of the breach and the
circumstances involved.

Q8: How is a constructive trust
different from a resulting trust?

A resulting trust arises by operation of
law when the intention of the parties is
unclear or unexpressed, while a
constructive trust is imposed by the
court to remedy an unjust enrichment.
The former is based on presumed intent,
while the latter is based on the
principles of equity and fairness.
Understanding the subtle differences is
crucial for appropriate application.

Equity and Trusts: Key
Facts and Key Cases - A
Deep Dive

Understanding justice and trusts is
crucial for anyone participating in
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judicial proceedings or administering
significant property. This article will
examine the fundamental concepts of
equity and trusts, underlining key facts
and landmark decisions that have
defined their growth. We'll disentangle
the intricacies of this intricate area of
law in an accessible manner, offering
practical examples to demonstrate the
implementation of these principles in
real-world situations.

##+# The Foundation of Equity: Fairness
over Strict Rules

Initially, the common law structure was
often perceived as unyielding, resulting
to unjust outcomes. Equity, arising from
the Court of Chancery, aimed to remedy
these deficiencies by providing remedies
based on fairness and ethics. A core
concept is the saying, "Equity imitates
the law," meaning equity won't oppose
established legal tenets but will interject
where the law is deficient.

Key cases that illustrate the
development of equitable tenet include
*Earl of Oxford's Case* (1615), which
established the supremacy of equity
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over common law in cases of difference.
This significant case laid the groundwork
for the relationship between the two
systems. Another crucial case is *Penn
v. Lord Baltimore* (1750), which
demonstrates the equitable correction of
specific performance, compelling a party
to honor a contract. These early cases
highlight the development of equity as a
additional framework meant to attain
justice.

##4# Trusts: Holding Assets for
Another's Benefit

A reliance is an equitable agreement
where one party (the guardian) holds
assets for the advantage of another
party (the recipient). The custodian has
a trust responsibility to act in the best
advantages of the recipient. This
relationship is governed by equitable
principles, and breaches of those
principles can lead to serious court
results.

The famous case of *Baden Delvaux &
Co Ltd v Société Générale pour Favoriser
le Développement du Commerce et de
I'Industrie en France SA* [1993] 1 WLR
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509 describes the different types of
legatees under a trust and the degree of
certainty required to form a valid trust.
This case explained the distinction
between fixed and flexible trusts and the
ramifications of ambiguity in the terms
of a trust.

Another key case, *McPhail v Doulton*
[1971] AC 424, deals with the "is or is
not" test for certainty of legatees in
discretionary trusts. This case relaxed
the stringent needs for certainty
previously imposed, enabling a wider
variety of agreements to be considered
valid trusts.

### Practical Applications and
Implementation Strategies

Understanding equity and trusts is
crucial for various careers, including
attorneys, accountants, and financial
advisors. It's essential for writing legally
sound papers, administering estates,
and arranging complex monetary deals.

Applying equitable principles and
establishing valid trusts requires careful
forethought and precise writing. Seeking
skilled guidance is strongly advised to
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guarantee that deals comply with
relevant laws and avoid likely disputes.

### Conclusion

Equity and trusts form a fundamental
part of the judicial framework. The
tenets of fairness and confidential duty
ground many elements of possession
law and monetary handling.
Understanding the key cases discussed
above provides significant insights into
the growth and application of these
important court concepts. By grasping
these basics, individuals and experts
can more effectively manage the
complexities of equity and trusts.

### Frequently Asked Questions (FAQSs)

Q1: What is the difference between
a trust and a contract?

Al: A contract is a legally enforceable
deal between two or more parties, while
a trust involves a trust relationship
where one party holds property for the
benefit of another. Contracts are mostly
regulated by common law, while trusts
are governed by equitable tenets.
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Q2: Can anyone create a trust?

A2: Yes, anyone with the power to
possess assets can create a trust,
provided they conform with the judicial
demands for certainty of purpose,
subject, and legatee.

Q3: What happens if a trustee
breaches their obligation?

A3: A trustee who breaches their
obligation can be considered responsible
for any damages suffered by the
legatee. Judicial corrections may include
reimbursement for losses, removal of
the trustee, and even criminal
prosecution in serious cases.

Q4: Are trusts only for the wealthy?

A4: No, trusts can be used by people
from all spheres of life. They are a
versatile mechanism for administering
possessions, planning for the future, and
safeguarding assets for dependents.
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