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[bookmark: 1]Question 1
What is the meaning of the word 'equity'?
a) The ability to make exceptions to the legal rule
b) A body of law developed by the Court of Chancery
c) Fairness
d) A share in a company
In the law, context is everything. All the answers above are possible meanings of the word equity, but in this book we are considering the distinctive system of law developed by the Court of Chancery before 1873. The origins of equity were to do justice, make exceptions to the common law rule and reach a fair result.
[bookmark: 2]Question 2
How did the Lord Chancellor become a judge?
a) He dealt with petitions to the king
b) He administered the court system
c) He issued writs
d) He was in charge of medieval government
The Lord Chancellor did all of the things listed in the four answers above, but it was the fact that he dealt with petitions to the king that led to him establishing a court and acting as a judge. The king was the ultimate source of justice and the Lord Chancellor acted in his name. Even today relics of this remain in the power of the queen to grant a royal pardon.
[bookmark: 3]Question 3
What is the importance of the Earl of Oxford's Case (1615) 1 Ch Rep. 1?
a) It established that fraud would no longer be tolerated in the common law courts
b) It developed the use of injunctions
c) It showed the power of the king
d) It established that equity prevailed over the common law
This was an important ruling by King James I that, if there was a clash, the rules of equity would prevail over the rules of the common law. This enabled the Court of Chancery to develop its distinctive system of law in the following centuries and is still the rule today. The rule that equity will prevail over the common law is not the major problem that it would seem as common law and equity often deal with different areas of law.
[bookmark: 4]Question 4
What is the importance of Lord Eldon?
a) He was Lord Chancellor for a long time
b) He established the system of law known as equity
c) He established a system of precedent in equity
d) He stopped equity looking for justice and fairness
Lord Eldon recognized that equity could no longer just do justice according to the facts of each individual case. The result might depend too much on the personal opinion of the individual who happened to be Lord Chancellor at the time. So he established a system and equity began to rely on precedent, just like the common law. Many of his decisions are still recognized today as laying down basic principles of trust law.
[bookmark: 5]Question 5
The Judicature Acts 1873-1875 were of major importance for equity. Which of the following did the Judicature Acts not do?
a) Fuse the systems of common law and equity
b) Give statutory effect to the rule that equity prevails over the common law
c) Establish one court system for both common law and equity
d) Allow any court to deal with both common law and equity
The Judicature Acts set up a court system which is still recognizable today, with a High Court and Court of Appeal. Instead of common law issues going to a common law court and equity issues going to the Court of Chancery, any court can deal with both common law and equity. Equity still prevails over the common law, if the rules are in conflict. It was thought at the time that the Act was not intended to change the laws built up by common law and equity, as that would be a huge and impossible task. Nowadays the most popular idea is that the laws of equity and common law should be 'fused'. This perhaps means that a modern court should take the best elements from both systems to find a solution to a new problem.
[bookmark: 6]Question 6
How did a use work?
a) The duties of the feoffees to uses were enforced by the common law courts
b) The rights of the cestuis que use were enforced by the Court of Chancery
c) The Statute of Uses 1535 executed the use
d) The legal rights of the feoffees to uses were ignored
The use was an early version of the trust. The common law courts only recognized legal rights. As far as they were concerned the land belonged to the feoffees to uses, who held the legal estate. The developing Court of Chancery recognized the existence of the use and was willing to enforce the rights of the cestuis que use against the feoffees to use. The legal ownership of the feoffees to use remained unchallenged. The intention of the Statute of Uses was to abolish the use, but it failed and the trust developed in place of the use.
[bookmark: 7]Question 7
Comparing a trust with a contract brings out some of the basic characteristics of trusts. Which of the following is not a characteristic of a trust?
a) The beneficiaries give no consideration
b) The beneficiaries have proprietary rights
c) The beneficiaries may sell their equitable interests
d) The beneficiaries may enforce the trusts against the settlor
Once a settlor has established a trust, he/she will usually drop out of the picture. The basic relationship is between the trustees and the beneficiaries. The trust property belongs to the beneficiaries and they can sell, mortgage or otherwise dispose of their equitable interests. It is important to note that the beneficiaries have no contract with the trustees: they assert their equitable rights against the legal rights of the trustees.

[bookmark: 8]Question 8
What is the difference between a trust and agency?
a) Trustees have a fiduciary duty, agents do not
b) Trustees hold trust property, agents do not
c) Trustees must not make unauthorized profits, agents may
d) Trustees may not delegate their duties; agents may
Both trustees and agents are fiduciaries and have similar duties. Neither trustees nor agents may make unauthorized profits, nor may they delegate their main responsibilities. The two main differences between a trust and an agency are that the agent does not hold the legal estate in the trust property, like a trustee does and the agent is bound to their principal by contract. There is no contract between the beneficiaries and trustees.
[bookmark: 9]Question 9
It has been said, by Lord Denning, among others that 'Equity is not past the age of child bearing'. What does this mean?
a) Equity has a jurisdiction to protect women with children
b) Judge made law must be based on existing precedent and principle
c) Equity may recognize new rights
d) Equity must achieve justice in each case
At one time Equity created new rights and principles to deal with problems that the common law courts did not deal with. It is not generally thought that the courts should use equity to do this today. The general view of judges can be found in Cowcher v Cowcher 1972 1 All ER 943. Judges can deal with new problems, but their decisions must be based on existing precedents. Lord Denning argued in 1952 that judges should resume the power they once had under equity to do justice, not just follow the precedents. Whether he was right or wrong in principle, few would agree with him today.
[bookmark: 10]Question 10
Which of the following is not possible?
a) A beneficiary can also be a trustee
b) A beneficiary can also be the settlor
c) A beneficiary can also be the testator
d) A trustee can also be the settlor
This question is designed to acquaint you with some of the terminology and basic features of trusts. The settlor is a living person who sets up a trust. He or she could also make themselves a trustee and/or a beneficiary. Trustees and beneficiaries could also be the same people. A testator sets up a trust in their will. The will takes effect when the testator dies, so they could not play an active part in that trust as a trustee or beneficiary.
Bottom of Form

image1.wmf

image2.wmf

