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Handle with care
HOW TO GUIDE BENEFICIARIES ACCUSTOMED TO LARGE SUMS OF WEALTH
THROUGH CHANGES TO TRUST ARRANGEMENTS. BY CLARE USHER-WILSON

VULNERABILITY OFTEN CONCEALS itself in
the most unlikely places. This article will focus
on the little-talked-about group of vulnerable
beneficiaries: those who appear to ‘have it all’.

For them, the assertion ‘My father said that
I would never have to worry about money’ may
be reassuring, and oot outlandish, given the scale
of the wealth many such beneficiaries enjoy.
However, time and circumstances march on,
and the beneficiary class expands. A decade of
historically low-income yields, one or two bad
investments or market downturns — perhaps
coupled with drawdowns on trust funds at
such times — and trustees may start to broach
the subject of making changes to ensure
sustainability of trust capital. Read: a reduction
in distributions and/or the sale of a large
capital-consuming trust asset.

For beneftciaries for whom the money was
always just ‘there’, the bills just ‘dealt with’, the
prospect of a trustee exercising discretion in
a way that does not fall entirely in step with
their accustomed lifestyle is unlikely to be well
received. The trustee may rationalise that a bad
reaction from a principal beneficiary to such
a decision will simply be due to the beneficiary
perceiving the decision not to be in their
immediate interest, and because the beneficiary
has failed to grasp the trustee’s duty to future
generations. But I would hazard that greater
awareness and a correspondingly empathetic
approach to such vulnerabilities may better
serve the trust relationship.

A sense of vulnerability is entirely
understandable when facing the sudden
realisation that the levers of control over one’s
lifestyle-sustaining money are in other people’s
hands. (Yes, intellectually, they know that is how
it works, but, in practice, it may not yet have
shown itself so starkly.) Putting aside the likely
indignation and disempowerment a beneficiary
may feel when told what they may, or may not,
spend, in real terms, the financial impact may
be less significant than expected.

ONCE IT’S GONE, IT’S GONE
For trust beneficiaries with little to no
experience of gainful employment, even the
most strenuous personal endeavour is unlikely
to replace the financial cushion that the trust
had provided in their lives. Even if absolute loss
is improbable, for many beneficiaries, the very

thought of capital depletion — associated with
the fear of losing it all, irrevocably — is all too
real. Their fears can be heightened by their
financial fate being in the hands of (often
remotely located) trustees. Even if trust assets
remain in abundance, it maybe unsettling to
have one’s home owned by trustees with wide
discretionary powers, and with whom a good
personal relationship has not been established.

Trustees must not shy away from making
difficult decisions when future obstacles
loom large. By necessity, they will need to
adopt a long-term and balanced view of the
multigenerational beneficiary class. While
the trustee may well be quite correct in arriving
at its unpopular decision (it being in the
beneficiaries’ wider financial best interest),
a trustee can also try to address potentially
deep-seated sensitivities surrounding the
decision to act in the unhappy beneficiary’s
wider emotional best interest too.

There is no blueprint as to how best to
manage such vulnerabilities. It is simply a matter
of the trustees getting to know their beneficiaries
well on a personal level. For corporate trustees,
in practice, this involves a continuity of
personnel. Difficult issues are best tackled
face to face (the earlier, the better), rather than
in writing, with trustees carefully reflecting on
the beneficiaries’ opinions. Accordingly, trustees
should try to avoid unhappy surprises.

Without fettering trustees’ discretion, it is
possible to establish a broad framework of
understanding as to how beneficiaries may
reasonably expect their trustee to meet their
requests, including, for example, a distribution
policy or a capital project plan. Such prior
planning may smooth over the vicissitudes
of the financial markets to avoid badly timed
divestments being required to meet unexpected
drawdowns on capital, and therefore eroding
the trust capital.

Trustee decisions should never be tinged
with moralistic opinion about a beneficiary’s life
choices. However, if trustees have established the
necessary rapport with their beneficiaries to act
truly in their best interests, there should be some
scope for sharing honest and frank opinions.
Applied sensitively, some of these measures
may avoid not only the inflaming of beneficiary
vulnerabilities, but also those vulnerabilities
coming to the surface in the first place.

‘Difficult issues
are best tackled
face to face
(the earlier, the
better), rather
than in writing,

with trustees
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reflecting on the
beneficiaries’
opinions’
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