
Estate planning:
Trusts

Simon’s story

Simon Jones lives in Guildford, Surrey.  Now in his seventies,
the recent death of his brother has made him think about his
own death and, in particular, his plan to pass an inheritance
to his three daughters.

During a successful career Simon managed to save just over
£250,000 in an onshore investment bond and, whilst his
wife would inherit everything else, he had decided to leave
the bond to the girls, dividing it equally between the three of
them.

When his brother passed away, his daughter, Simon’s niece,
had to wait for probate to be completed before any money
was released to her.  His brother hadn’t been well off and, al-
though his total estate was quite small, the probate process
seemed long and complicated.

Simon doesn’t want his daughters to have to go through
what his niece had to and, wanting to find a way of making
sure money from the bond would be quickly paid to his
daughters, got in touch with his solicitor. 

What the solicitor said

Simon’s solicitor explained that ‘probate’ is the legal process
of establishing the validity of a person’s Will; the executors
have to identify and verify the person’s estate, work out its
value and then ensure that it’s distributed to the beneficiaries
in the way the person wanted.  This can be quite an in-
volved process as it may mean having property valuations
carried out, assets valued and working with various financial
institutions to get monetary and investment information.
Unfortunately, as his niece found out, completing the 
probate process can take some time.

However, as Simon knows exactly what he wants to leave
and who he wants to leave it to, his solicitor recommended
that Simon puts the bond into a trust as it would then be 
excluded from the normal probate process.  The reason for
this, explained the solicitor, is that when assets are placed
into trust they become the temporary property of the
trustees.  In Simon’s case, if he put the bond into a probate
trust he would have full access to it while he was alive and
the trustees would distribute it according to his wishes when
he passed away.

Before explaining about the two different types of probate
trust available, the solicitor told Simon said that another
good reason for keeping assets out of probate is the cost.
Quite often a person’s executors are members of the family
and, providing the person’s estate isn’t too complex, it’s quite
possible for them to carry out the process.  However, many
people choose to engage a professional executor, a solicitor
for example, in which case there’s a fee which is usually 2%
of the value of the estate.  In addition, there’s a court fee for
Grant of Probate but, despite proposals to change this to a
sliding scale based on the value of the estate, is still a small
flat fee.  The potential fees that Simon’s estate could become
liable for would increase as its value increased so, said the
solicitor, keeping the £250,000 bond out of the process
would help keep the fees down.

The solicitor explained that whilst there are many types of
trust, those most appropriate for Simon’s needs would be
one of the two probate trusts, either the ‘absolute’ or, most
probably, the ‘discretionary’ probate trust.  The difference 
between the two is that an absolute probate trust allows
only the ‘settlor’, Simon in this case, to be the beneficiary,
whereas a discretionary probate trust allows for a range of
beneficiaries.  Simon and all three of his daughters could be
named as beneficiaries.   
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If Simon did put his bond into an absolute probate trust
then, as sole beneficiary, it would become part of his estate
and, although the trustees would be able to access the
money quickly, they wouldn’t be able distribute it to his
daughters until probate was granted.  In fact, the outcome
would be exactly the same as if he had not put the money
into trust.  Absolute probate trusts are designed for settlors
who haven’t decided who the beneficiary is to be.

The preferential thing to do would be to set up a discretionary
probate trust in which he and his three daughters were
named as individual beneficiaries.  This would mean that,
when he died, the trustees would have authority to 
immediately distribute the money without the need for it
being included in the probate process. 

The solicitor also told Simon that investment bonds are 
considered ‘tidy’ investments for a discretionary trust for two
reasons.  Firstly: as any profits can be reinvested in the bond
they don’t necessarily generate an income and that means
that a tax return isn’t usually required, and secondly: bonds
are segmented.  In Simon’s case, his daughters would become
’lives assured’ under the bond and, when he died, the
trustees would be able to assign an equal number of 
segments to each of them.

Finally, the solicitor told Simon that putting the bond into
trust would not mean it would be excluded from Inheritance
Tax calculations as, in both cases, the bond would apppear
in the settlor’s, ie Simon’s, estate when he passed away.  
This means that probate trusts are more beneficial to those
who do not have a large estate.

In summary

Simon’s solicitor advised him that putting the bond into a
discretionary probate trust would effectively exclude it from
being included in the probate process.  This would have two
benefits – firstly: it would ensure that the girls received their
inheritance immediately, rather than have to wait until the
probate process was complete, and secondly: reducing the
value of the estate would reduce the fees the estate would
be liable for.

If you would like further information about Trusts, or any
other aspect of estate planning, please call us on 
020 3714 9565 and ask for our Estate Planning Service. 
If you’d prefer us to call you, please email us on 
admin@onefinancialsolutions.co.uk and we’ll call when it’s
convenient to you.  All calls are treated with total confidence.

One Financial Solutions is here to help you.  As a firm of independent financial advisers we offer impartial and objective advice on 
a wide range of financially-orientated subjects along with products and services drawn from across the whole financial services sector.
Our aim is to offer you ‘one solution’ for all your financial needs.

Please call us on 020 3714 9565 for a confidential conversation about how we can help you, or visit our website at 
www.onefinancialsolutions.co.uk for more information.
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