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This detailed guide explains how 
trusts function, their advantages 
for families in the region, and 

practical points to consider when setting 
up an effective wealth transfer plan. 
Whether you’re a Norfolk farming family 
aiming to protect agricultural land, a 
Suffolk business owner planning a 
succession, or an Essex property investor 
interested in tax-efficient strategies, 
understanding trusts could be extremely 
useful for your family’s financial future.

UNDERSTANDING  
THE TRUST LANDSCAPE IN 
MODERN BRITAIN
A trust is a legal arrangement where 
one person (the settlor) transfers assets 
to trustees who manage them for the 
benefit of specific beneficiaries. This 
setup creates a separation between 
legal ownership and beneficial interest, 

providing unique advantages for estate 
planning. The trustees hold legal title to the 
assets but are required to manage them 
in accordance with the trust deed’s terms 
and for the beneficiaries’ benefit.

The flexibility of trusts makes them 
especially appealing for families with varied 
needs. Unlike direct inheritance, which 
transfers ownership immediately upon 
death, trusts enable staged distributions, 
conditional benefits, and ongoing 
management of family assets. This is 
particularly useful for families concerned 
about beneficiaries’ financial maturity or 
those aiming to keep assets within the 
family across multiple generations.

TRUST-BASED WEALTH 
TRANSFER
Trust structures offer compelling benefits 
beyond mere tax efficiency. They provide 
asset protection, ensuring family wealth 

remains secure from potential creditor 
claims against individual beneficiaries. This 
protection is especially valuable for families 
with members in high-risk professions 
or those concerned about future divorce 
proceedings affecting inherited assets.

Privacy is another key benefit. Unlike 
wills, which become public records after 
probate, trust arrangements stay private. 
This privacy appeals to many East Anglian 
families who prefer to keep their financial 
matters confidential. Furthermore, trusts 
can last indefinitely (subject to the rule 
against perpetuities), enabling families to 
manage their wealth across generations.

DISCRETIONARY TRUSTS: 
MAXIMUM FLEXIBILITY FOR 
FAMILY WEALTH
Discretionary trusts provide the greatest 
flexibility in wealth distribution. Trustees 
have full discretion over when, how much, 
and to whom distributions are made from 
a specified class of beneficiaries. This 
structure is ideal for families uncertain 
about future circumstances or those 
looking to incentivise specific behaviours 
among beneficiaries.

The tax treatment of discretionary 
trusts requires careful consideration. 
They are subject to a 20% income tax 
rate on income that is not distributed to 
beneficiaries, while capital gains are taxed 
at 28%. However, the ability to distribute 

Passing on wealth to future generations remains one of the most 
pressing concerns for families across Norfolk, Suffolk, and Essex. 
With Inheritance Tax rates at 40% and property values continuing 
to rise throughout East Anglia, many families are discovering that 
traditional estate planning approaches may no longer suffice. 
Trusts offer a sophisticated solution for preserving family wealth, 
potentially reducing tax liabilities, and maintaining control over how 
assets are distributed.
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income and capital gains to beneficiaries 
in lower tax bands can lead to significant 
overall tax savings. For many families in 
Norfolk, Suffolk, and Essex, this flexibility 
outweighs the higher headline tax rates.

BARE TRUSTS: SIMPLICITY 
WITH TAX TRANSPARENCY
Bare trusts, also known as absolute trusts, 
provide simplicity and tax efficiency for 
straightforward wealth transfer cases. 
In this setup, beneficiaries have an 
undeniable right to both the capital and 
income once they turn 18 (or marry earlier). 
The assets are considered to belong to the 
beneficiaries for tax purposes, meaning 
income and capital gains are taxed at their 
personal rates instead of trust rates.

This structure works especially well 
for grandparents wanting to gift assets 
to grandchildren while keeping some 
control during the beneficiaries’ minority. 
Many East Anglian families use bare 
trusts for university funding or first 
home deposits, taking advantage of the 
beneficiaries’ personal allowances and 
lower tax rates, while ensuring funds are 
available when needed.

INTEREST IN POSSESSION 
TRUSTS: BALANCING INCOME 
AND CAPITAL NEEDS
Interest in possession trusts give 
beneficiaries an immediate right to trust 
income as it is earned, while keeping the 
capital separate. This structure suits families 
where one generation needs ongoing 
income support while preserving capital for 
future generations. Surviving spouses often 
benefit from this setup, receiving income 
from family assets while ensuring the capital 
passes to children or grandchildren.

The tax treatment generally aligns with 
that of direct ownership, with beneficiaries 
taxed on income received and responsible 
for capital gains tax on their notional share 
of any gains. This transparency simplifies 
financial planning while preserving the 
protective benefits of the trust structure.

INHERITANCE TAX  
PLANNING THROUGH TRUST 
STRUCTURES
Inheritance Tax remains a major concern 
for many families in East Anglia, especially 
given the region’s property values. The 
current nil-rate band of £325,000 per 

person, along with the residence nil-rate 
band of £175,000 (where applicable), 
often falls short for even modestly wealthy 
families. Trusts provide several strategies 
to reduce this tax burden.

Lifetime transfers into most trusts are 
considered potentially exempt transfers, 
becoming fully exempt after seven 
years. This enables families to remove 
assets from their estates while still 
benefiting from trustee management. 
The annual exemption of £3,000 
per person, along with various other 
allowances, can be used strategically 
to fund trust arrangements without 
immediate tax consequences.

BUSINESS PROPERTY RELIEF 
AND AGRICULTURAL RELIEF 
CONSIDERATIONS
Norfolk, Suffolk, and Essex are home to 
many family businesses and agricultural 
enterprises that may be eligible for 
significant Inheritance Tax reliefs. Business 
property relief can eliminate inheritance 
tax on qualifying business assets, while 
agricultural property relief provides similar 
benefits for farming families.
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Trusts must be carefully structured to 
preserve these reliefs. Typically, assets 
must remain in qualifying use, and the 
trust formation must not disqualify them 
from receiving relief. Expert advice 
becomes vital when including business or 
agricultural assets in trust arrangements, 
as the rules are complex.

PRACTICAL CONSIDERATIONS 
FOR TRUST ESTABLISHMENT
Creating an effective trust requires careful 
planning and professional expertise. The 
trust deed must be drafted accurately to 
meet the family’s objectives while complying 
with legal requirements. Consideration must 
be given to trustee selection, with many 
families opting for a combination of family 
members and professional trustees to strike 
a balance between personal knowledge 
and technical expertise.

Funding the trust is a vital decision. 
Assets can be transferred during the 
settlor’s lifetime or via their will. Lifetime 
transfers may offer the advantage of 
potentially exempt transfers and enable 
the settlor to observe the trust’s operation. 
However, they might also cause immediate 
tax liabilities that need to be balanced 
against the long-term advantages.

TRUSTEE RESPONSIBILITIES 
AND ONGOING MANAGEMENT
Trustees bear significant responsibilities, 
such as managing trust assets carefully, 
keeping proper records, and ensuring 
compliance with tax laws. They must act 
in the best interests of the beneficiaries 
while adhering to the trust deed’s terms. 
This fiduciary duty demands careful 
decision-making and often requires 
professional support.

Regular trust administration involves 
preparing annual accounts, submitting 
tax returns, and making distribution 
decisions where suitable. Professional 
trustees typically charge annual fees 
based on the trust’s value, while family 
trustees often serve without payment 

but may lack the necessary expertise for 
making complex decisions.

TAX COMPLIANCE AND 
REPORTING REQUIREMENTS
Trust taxation involves several 
considerations across Income Tax, 
Capital Gains Tax, and Inheritance Tax. 
Trustees must register with HM Revenue 
and Customs and submit annual self-
assessment returns when the trust 
has taxable income or gains. The Trust 
Registration Service also requires ongoing 
compliance for most trusts, increasing 
administrative duties.

Accurate record-keeping is crucial, 
particularly for tracking the tax basis of 
assets and identifying potential exemptions. 
Many families see professional advice as 
essential for managing these requirements 
while ensuring compliance and maximising 
tax benefits.

Common pitfalls and how to avoid them
Several common mistakes can weaken 

a trust’s effectiveness. Keeping too much 
control over trust assets may lead to them 
being considered part of the settlor’s estate 
for Inheritance Tax purposes. The “gifts 
with reservation” rules particularly impact 
arrangements where settlors continue to 
benefit from gifted assets.

Poor trustee selection can also cause 
issues. Trustees without experience 
or dedication may make poor choices 
or neglect their administrative 
responsibilities. Conversely, trustees 
who are overly cautious might overlook 
opportunities for beneficiaries or fail to 
adjust to changing circumstances.

PLANNING FOR DIFFERENT 
FAMILY SCENARIOS
Every family’s circumstances are unique, 
requiring personalised trust solutions. 
Young families might focus on providing for 
children’s education and early adulthood 
needs while building long-term wealth. Mid-
life families often prioritise Inheritance Tax 
planning while maintaining lifestyle flexibility.

Blended families face unique challenges 
in balancing the conflicting interests of 
different children. Trusts can offer elegant 
solutions, ensuring fair treatment while 
upholding family harmony. Similarly, families 
with vulnerable beneficiaries can use trust 
structures to provide ongoing support 
without risking means-tested benefits.

Trust structures for property investment
East Anglia’s property market makes real 

estate a key part of many family wealth 
portfolios. Trusts can effectively hold 
investment properties, provided several 
key factors are considered. Stamp duty 
land tax implications must be taken into 
account when transferring properties into 
trust, while ongoing management requires 
attention to capital gains tax and income 
tax on rental income.

The annual tax on enveloped dwellings 
(ATED) might apply to high-value residential 
properties held within certain trust 
structures. Nevertheless, reliefs may be 
accessible, and the overall tax effectiveness 
often justifies the extra complexity for 
extensive property portfolios.

INTERNATIONAL CONSIDERA-
TIONS FOR MODERN FAMILIES
Globalisation means many Norfolk, 
Suffolk, and Essex families have 
international connections through work, 
family, or investments. Cross-border tax 
implications can significantly complicate 
trust planning, particularly where 
beneficiaries become non-UK resident or 
where international assets are involved.

Treaty provisions can influence trust 
taxation, while foreign tax systems might 
not recognise trust structures, leading to 
potential double taxation. Professional 
advice becomes even more essential for 
families with international elements to their 
wealth or circumstances.

FUTURE-PROOFING YOUR 
TRUST STRATEGY
Trust planning should consider future 
changes in family circumstances and tax 
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At DG Financial Services, we specialise in assisting families across East 
Anglia with trust planning and wealth transfer. Our experienced team 
combines local insight with technical expertise to craft strategies that 
safeguard your family’s future while reducing tax burdens and ensuring 
maximum flexibility.

Don’t leave your family’s financial security to luck. Contact DG Financial 
Services today to arrange a discreet consultation about how trusts could 
support your family’s wealth transfer plans. Our comprehensive approach 
guarantees your strategy aligns with your unique circumstances, values, and 
ambitions for future generations. Get in touch today to find out how we can 
assist you, your family, and your business.

legislation. Incorporating flexibility into trust 
structures allows for adjustments as needs 
change. This could include powers to add 
or remove beneficiaries, modify distribution 
arrangements, or even wind up the trust if 
there are significant changes.

Regular reviews ensure trust 
arrangements stay effective as families 
grow and change. Changes in tax 
legislation, investment performance, and 
family dynamics all influence whether 
existing arrangements continue to serve 
their intended purposes well.

ENVIRONMENTAL,  
SOCIAL, AND GOVERNANCE 
CONSIDERATIONS
Many modern families want their wealth to 
mirror their values through environmental, 
social, and governance (ESG) 
considerations. Trust investment strategies 
can include these preferences while still 
delivering financial returns and meeting 
trustee responsibilities to beneficiaries.

Sustainable investing methods are 
becoming more sophisticated, enabling 
families to align their wealth transfer 
strategies with their wider social and 

environmental aims. This alignment often 
enhances family unity around shared values 
while fostering long-term wealth responsibly.

TAKE THE NEXT  
STEP IN PROTECTING YOUR 
FAMILY’S WEALTH
Trusts provide effective solutions for 
East Anglian families aiming to preserve 
and pass on wealth smoothly across 
generations. However, their complexity 
requires careful planning and ongoing 
management to ensure the best results. 
The unique circumstances of families 
in Norfolk, Suffolk, and Essex – from 

agricultural roots to modern business 
success – call for customised approaches 
that consider both the opportunities and 
challenges particular to the region. n

THIS DOES NOT CONSTITUTE TAX, 
LEGAL OR FINANCIAL ADVICE AND 
SHOULD NOT BE RELIED UPON AS 

SUCH. TAX TREATMENT DEPENDS ON 
THE INDIVIDUAL CIRCUMSTANCES 

OF EACH CLIENT AND MAY BE 
SUBJECT TO CHANGE IN THE 

FUTURE. FOR GUIDANCE, SEEK 
PROFESSIONAL ADVICE
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If you wish to register a complaint, please write to russell.golledge@dgfs.biz or telephone 01379 454508

A summary of our internal complaints handling procedures for the reasonable and prompt handling of complaints is available 
on request and if you cannot settle your complaint with us, you may be entitled to refer it to the Financial Ombudsman Service 
at www.financial-ombudsman.org.uk or by contacting them on 0800 0234 567.
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