AN INTRODUCTION TO TRUSTS

Trusts can play an important role in wealth management for individuals and families, particularly in

the area of estate planning.

Examples of typical arrangements and an outline of the formation and administrative procedures

involved are detailed below.
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“Trust” is a legal relationship normally constituted by a written
document known as the “trust deed”, which binds the trustee to
deal with assets transferred into trust for the benefit of specified
beneficiaries.

“Settlor” is a person or company who transfers legal title of
specific assets to the trustee. This transfer is effected under the
terms the settlor and trustee have agreed and which are
documented in the trust deed.

“Trustee” is a person or company who becomes the legal owner
of the assets transferred into trust without obtaining the right of
economic enjoyment of those assets. A trustee is responsible for
the administration of the trust in accordance with the terms set out
in the trust deed and the law governing the trust. A trustee is under
a fiduciary obligation to administer the trust in the best interests of
its beneficiaries.

“Beneficiary” is a person or company who has equitable title to

the assets held in trust and the right to benefit from them. A settlor
may be included among the beneficiaries of a trust.
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“Protector” is a person or a company appointed to monitor
activities of the trustee on behalf of the beneficiaries and offer
guidance to the trustee as the personal circumstances of
beneficiaries evolve. The powers, duties and obligations of the
protector are defined in the trust deed and are specific to a
particular trust. The protector will normally play a fiduciary role
with obligations to the beneficiaries and not the settlor.

Benefits and uses of Trust

> Preservation of Family Wealth
Trusts may be used to own specific assets, such as land or
shareholdings in family companies, which a settlor might not
wish to divide between descendants or family members. The
use of a trust enables individuals to benefit from the assets
without being directly interested in these assets. In addition,
a trust can effectively protect family assets from the
spendthrift behaviour of one or more members of the family.

> Immigration / Emigration
Relocation from one country to another, whether this involves
an individual, members of their family or the entire family, is
often an ideal time to establish a trust or take advantage of
any relevant tax, exchange control or other laws of the
countries concerned.

> Forced Heirship
In some countries there are legal provisions covering the
manner in which a person may distribute their assets on
death. These provisions can specify the relationship that
must exist between the donor and the recipient(s) — for
example child, spouse or parent — and the extent to which
each party is permitted to benefit. A person who believes
such laws might force him or her to act contrary to his or her
own wishes may consider transferring their assets into a trust
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Types of Trusts

Many trust arrangements are broadly similar although each is
specifically tailored to meet the individual requirements of the
settlor and beneficiaries. There are various types of trust, the
choice of which will depend upon the circumstances of the settlor
and the manner in which it is intended to benefit the beneficiaries.

Common types of trust include:

Discretionary trust

Fixed interest trust

Accumulation and maintenance trust
Purpose trust

Reserved powers trust
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Discretionary trust

The most common form of trust is a discretionary trust. The trustee
is afforded largely unfettered discretion to exercise his or her own
judgement as to the timing, manner and amount by which
beneficiaries of the trust might benefit from trust assets.

A discretionary trust might be particularly useful where, at the time
of the creation of the trust, the needs of an individual beneficiary
or class of beneficiaries cannot be predicted. The beneficiaries of
a discretionary trust have no legal rights to any particular portion
of the trust fund.

It is customary for the settlor to provide guidance to the trustee
with regard to the administration of the trust fund by way of a “letter
of wishes”.

A letter of wishes is not legally binding on the trustee, although the
trustee will generally have regard to it when considering the
exercise of discretionary powers. The letter offers guidance to the
trustee in respect of its dealings with the trust fund and may be
superseded by subsequent letters written by the settlor, as
circumstances change.

Fixed interest trust

It is possible to create a trust in a fixed form, so that the trustee
does not have any discretionary powers over the distribution of
trust assets to beneficiaries. A trust deed may specify exactly how
and when assets are to be made available to the beneficiaries.
For example, the trustee may be required to distribute all of the
income of the trust fund to a particular individual during that
person’s lifetime. Thereafter, the trustee may be required to
distribute the capital of the trust fund in fixed proportions to
specific beneficiaries.

It is possible to arrange a combination of fixed and discretionary
trusts. A trustee may, therefore, be given discretionary powers
regarding distribution for a period of time, after which there is a
requirement to distribute the capital of the trust fund in certain
fixed proportions.
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Accumulation and maintenance Trust

An accumulation and maintenance trust may be used where the
settlor wants to benefit a specific group of relations, for example
his or her grandchildren. This type of trust will often be partly
discretionary at the outset and later become one where a fixed
interest exists.

The trust deed may afford the trustee a discretionary power to
distribute the income and/or capital of the trust amongst the minor
beneficiaries (or to their parents on their behalf) for the purpose of
their maintenance or education up to a specific age. When that
age is reached, each child’s specified share of the trust fund will
be distributed to him or her, or form a trust fund for that child.

Purpose trust

A purpose trust is a type of trust which has no beneficiaries, but
instead exists for advancing some non-charitable purpose of
some kind. In most jurisdictions, such trusts are not enforceable
outside of certain limited and anomalous exceptions, but some
countries have enacted legislation specifically to promote the use
of non-charitable purpose trusts. Trusts for charitable purposes
are also technically purpose trusts, but they are usually referred
to simply as charitable trusts. People referring to purpose trusts
are usually taken to be referring to non-charitable purpose trusts.

Reserved powers trust

Should the settlor wish to reserve certain specified powers in
relation to the trust fund, eg. to give direction to the trustee as to
investment of the trust assets, or the power to appoint or remove
a trustee or beneficiary, he or she may set up a Reserved Powers
Trust. The extent to which powers can be reserved is dependent
on the settlor’s residence and personal circumstances.

Conclusion

Trusts are a well-established concept that can offer benefits under
particular circumstances for both individuals and corporations who
are predominantly focusing on wealth management.
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KEY CONTACTS ABOUT JTC KENSINGTON

JTC Kensington is the brand name of Kensington Trust
Group, a part-owned associate of JTC, offering trust, fiduciary
and corporate services and fund administration.

JTC is a publicly listed, global professional services business
with deep expertise in fund, corporate and private client

services.
RAYMOND WONG LINDA WONG Every JTC person is an owner of the business and this
Regional Manaaing Direct fundamental part of our culture aligns us with the best interests
egional Managing Director Managing Director
Kensington Trust Group Kensington Trust Singapore Limited of all of our stakeholders.
T: +603 2202 1929 T: +65 6635 1728 . . . . .
E: malaysia@kensington-trust.com E: singapore@kensington-trust.com Our purpose is to maximise potential and our success is built

on service excellence, long-term relationships and technology
capabilities that drive efficiency and add value.

IMPORTANT INFORMATION: The content of this factsheet is intended for
general information purposes only. It does not constitute, should not be
interpreted as constituting and cannot be relied upon as providing (i) legal,
investment or tax advice or any other form of professional advice, (ii) an offer
to sell, a solicitation of an offer to buy, or a recommendation of any service or
any other product or service regardless of whether such security, product or
service is referenced in this factsheet. JTC has sought to ensure that the
information provided in this factsheet is adequate, accurate and complete as
at the time of publication but offers no assertion or warranty as to its adequacy,
accuracy or completeness either at the time of publication or thereafter. No
responsibility or liability will be accepted for any losses resulting from reliance
places upon the content of this article.
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