Resulting Trusts Multiple Choice Questions 
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Trusts

Sample questions

Question 1

A man bought shares in a company. His son’s name was listed as the owner of the shares
in the company’s register of members. The son was aged 25 years. On the same day as
the purchase took place, the son emailed the man to say, ‘Hi Dad. When | get the share
documents, | will send these over to you as agreed. As we also agreed, if any dividends
are paid on these shares, | will forward those on to you as well.’

A year later, the man instructed a solicitor to draw up a will for him. He said that the value
of the shares had doubled over the last year and that he wanted to leave them to his wife.

Does the man have a beneficial interest in the shares?
A Yes, because he paid for the shares.

B Yes, because the email from the son a year ago is sufficient to rebut the presumption of
advancement that would have otherwise applied.

C Yes, because the fact that he instructed a solicitor to draft a will leaving the shares
to the wife is sufficient to rebut the presumption of advancement that would have
otherwise applied.

D No, because the presumption of advancement applies and can never be rebutted.

E  No, because his name is not listed in the company’s register of members.

Answer

Option B is correct. The man has purchased shares in the name of his son. Whilst the
presumption of advancement applies whenever a father transfers to, or purchases property
for, his child, here there is likely to be sufficient evidence to rebut that presumption. That
evidence is the email contemporaneous with the purchase recording an agreement that
the man would hold the share certificate (which indicates an intention that the man should
continue to have some kind of interest in the shares) and that future dividends would

be paid to the man (which indicates some kind of entittement to the shares). It is likely
therefore that the man has retained a beneficial interest in the shares.

Option A is wrong. Just because the man paid for the shares does not necessarily mean
that he will retain an interest in them.

Option C is wrong. Whilst the presumption of advancement initially arose on the purchase
of the shares, this cannot be rebutted by the instructions the man gave to the solicitor. 583
The man would want to use those instructions as evidence that he retained an interest in -
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Resulting Trusts

Question 2

Three years ago, an estate agent sent a letter, enclosing a cheque for £10,000, to a

paramedic that said, ‘As agreed, cash this cheque and give most of it to your daughter +
and then the rest to your son when they reach the age of 21 years’. The daughter was then

aged 18 years and the son was aged 12 years. The paramedic cashed the cheque.

The daughter has now reached the age of 21 years and has found the letter. She wants
the paramedic to transfer at least a half share of the money to her (she has not discussed
this with her brother). The estate agent has recently fallen out with the paramedic and has
written to the paramedic demanding that she return the money to him.

Must the paramedic return the money to the estate agent?

A Yes, because whilst the estate agent tried to create a trust in favour of the paramedic’s
children, that trust failed due to uncertain intention.

B Yes, because whilst the estate agent tried to create a trust in favour of the paramedic’s
children, that trust failed due to uncertain subject-matter.

C Yes, because whilst the estate agent tried to create a trust in favour of the paramedic’s
children, the trust offended the relevant perpetuity rules.

D No, because the daughter has reached the age of 21 years and her entitlement to the
money has vested.

E No, because the estate agent created a valid trust. Given that the declaration of trust
did not specify the shares that each child would get, the law presumes that each child
gets an equal share.

Answer

Option B is correct. The estate agent tried to create an express trust. The reason that
trust is ineffective is due to the beneficial interests being uncertain (which is an aspect of
the second certainty - certainty of subject-matter). The paramedic does not know how to
separate the trust property between the daughter and son. All she knows is that she must
give the daughter more than the son, but beyond that the distribution between the two is
unclear. The paramedic therefore holds the legal title in the money on resulting trust for
the estate agent. As that resulting trust is a bare trust and the estate agent is absolutely
entitled, he can call for that money back. B

Option A is wrong. There is certainty of intention - it is clear that the paramedic had to hold
the money on trust for other people. @3
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Trusts

Question 3

A son owned a house. His father came to live with him four years ago. Two years ago, the
son and his wife separated. The son was worried that his wife might divorce him and was
worried about what that might mean for the house. He therefore transferred the house into
the father’s sole name. No money exchanged hands between father and son. The son and
wife have now reconciled and no divorce proceedings are ongoing.

Throughout the past four years, the father and son welcomed paying lodgers into the
house. The money from these lodgers was only ever paid to the son.

The father has recently died and, in his valid will, left the house to his daughter.

Which of the following statements best describes why the son has a beneficial interest
in the house?

A The son has a beneficial interest because he continued to live in the house.

B The son has a beneficial interest because a presumption of resulting trust arose in the
son'’s favour that has not been rebutted on the facts.

C The son has a beneficial interest because a presumption of advancement arose in the
son'’s favour that has not been rebutted on the facts.

D The son has a beneficial interest because a resulting trust can be inferred on the facts.

E The son has a beneficial interest because a presumption of advancement arose in the
father’s favour but this has been rebutted on the facts.

Answer

Option D is correct. When the son transferred the house into the father’s sole name, he

was making a voluntary transfer of realty. In most cases, when a son voluntarily transfers
property to a father, a presumption of resulting trust will apply. However, the position seems
to be different for realty (land) - in these cases, it seems that no presumption of resulting
trust will apply simply because one party has voluntarily transferred land to another. Having
said that, a resulting trust is likely to be inferred in this case, given that the son continued to
profit from the income being generated from the house. This additional evidence indicates
an intention that the son retained a beneficial ownership in the house even when he
transferred the legal interest to his father.

Option A is wrong. The mere fact that you live in a house does not by itself give you a
beneficial interest in that house. 583

Option B is wrong. Whilst there is some doubt, the effect of s 60(3) of the LPA 1925 appears -
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