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Areas that will be covered

> A brief overview of the law of trusts

> The concept of the trust and how it relates to how 
children deal with property

> Tax consequences of children and property ownership



Children and Property

> Starting point: Children under the age of 18 cannot be 
the legal owner of property (Section 1(6) Law of 
Property Act 1925)

> Consequence: a child cannot give valid receipt for real 
property, i.e. he cannot transfer legal ownership

> Question: what happens to property a child inherits 
where the parents die?



The concept of the English Trust

> History

> Legal vs. beneficial ownership

> Mechanics

> Vested vs. Contingent interest



Role of the Trustee

> He is the legal owner of the property and can do 
whatever any legal owner is entitled to do with it, e.g. 
sell it or derive an income from it (for example, by 
renting out a house)

> However, he is under certain obligations / restraints, 
e.g.  an obligation to make investment decisions in 
relation to his dealings with trust property which will 
yield the best return, and a restraint on earning a 
secret profit from the trust assets. 



Children as beneficiaries

> If the parents die without leaving a will, then any 
property which devolves to the child under the rules of 
intestacy will be held on the statutory trusts, i.e. The 
child will inherit when he reaches the age of 18.

> If the parents die and there is a will, then the child will 
be entitled to a beneficial interest in any property as 
set out in the will. This may be the same as under 
intestacy, or property may pass immediately (i.e. 
irrespective of him reaching the age of 18) Equally the 
child may have to wait beyond the age of 18 before 
receiving his entitilement.



Dealing with a child’s property - I

> A child cannot have any dealing with the property 
during his minority.

> During this time, his trustee has full powers to deal 
with the property as a legal owner, including sale of 
the property.



Dealing with a child’s property - II

> If the trustee derives an income from the property he 
may apply the income for the benefit of the child.

> The trustee may also, in certain circumstances, enable 
a beneficiary to have the benefit of capital in which he 
has an interest before he would ordinarily receive it.



Can a child compel a trustee to deal 
with property in a particular way?

> If a child’s interest in property is contingent upon a 
certain event happening, for example his turning 18, 
then he cannot compel a trustee to deal with property 
in a certain way as he currently has no interest in it.

> Where there is trust property which the trustees are 
not dealing with correctly, there may lie an action for 
breach of trust against the trustee, In these 
circumstances, a litigation friend would need to be 
appointed and an application made to the court.



Guardians

> Some circumstances, a guardian will be appointed in 
the will of the parents pursuant to the Children Act 
1989. This person will exercise parental responsibility 
over a child and can also give valid receipt.

> However there are limitations on the powers of a 
guardian. E.g., may not be able to sell property of the 
beneficiary.

> It may be useful to appoint someone as a guardian 
and a trustee



Tax considerations

> If property is vested in a child and he dies before 
reaching the age of 18, then the property in question 
may form part of his estate and be charged to 
Inheritance Tax

> If a gift is contingent, then if the child does not meet 
the contingency, then the asset will pass according to 
the estate of the testator / intestate.
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