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Equity and trusts play a crucial role in the legal landscape, providing a framework for fair
dealings and the protection of interests in various contexts. Equity originated to mitigate
the strictness of common law, allowing for more just outcomes in legal disputes. Trusts, on
the other hand, are a fundamental part of property law, enabling individuals to manage
and distribute their assets for the benefit of others. Understanding the key facts and
landmark cases surrounding equity and trusts is essential for students, practitioners, and
anyone interested in property law.



Key Concepts of Equity

Equity is a branch of law that developed alongside common law, focusing on fairness and
justice. Here are some core concepts:

1. Principles of Equity

- Maxims of Equity: These are fundamental principles that guide equitable decisions. Key
maxims include:

- "Equity will not suffer a wrong to be without a remedy."

- "He who comes to equity must come with clean hands."

- "Equity acts in personam,"” meaning it acts against the individual rather than the

property.

- Discretion: Equity operates on a discretionary basis, allowing judges to consider the
specific circumstances of each case to achieve a fair outcome.

- Equitable Remedies: Unlike common law remedies (typically monetary damages),
equitable remedies include:

- Injunctions: Orders to do or refrain from doing a specific act.

- Specific Performance: An order to fulfill a contractual obligation.

- Rescission: The cancellation of a contract to restore parties to their original positions.

Key Concepts of Trusts

Trusts are legal arrangements where one party holds property for the benefit of another.
Understanding the types and functions of trusts is vital:

1. Types of Trusts

- Express Trusts: Created intentionally by a settlor (the person establishing the trust)
through a written document or a declaration.

- Implied Trusts: Established by the court's interpretation of the parties' intentions, even if
not explicitly stated.

- Resulting Trusts: Arise when a trust fails or is incomplete, leading to an automatic return
of the property to the settlor.

- Constructive Trusts: Imposed by the court to prevent unjust enrichment.

- Charitable Trusts: Established for charitable purposes and enjoy certain legal
advantages, such as tax exemptions.



2. Parties Involved in Trusts

- Settlor: The individual who creates the trust and transfers assets into it.

- Trustee: The person or entity responsible for managing the trust according to its terms
and for the benefit of the beneficiaries.

- Beneficiary: The individual or group entitled to benefit from the trust.

Key Cases in Equity and Trusts

Several landmark cases have shaped the principles of equity and trusts, establishing
precedents that continue to influence legal interpretations today.

1. Equity Cases

- Walsh v Lonsdale (1882): This case established the principle that equitable rights can
exist even if they are not formalized in writing. The court ruled that a lease agreement,
although unexecuted, could be enforced as an equitable interest.

- Tinsley v Milligan (1994): This case confirmed that a party could rely on equitable
principles to protect their interests, even if they were involved in wrongdoing. The court
emphasized the importance of equitable interests over legal title.

- FHR European Ventures LLP v Cedar Communications Ltd (2014): This landmark
decision reaffirmed that a fiduciary must account for profits made in breach of their duty,
emphasizing the importance of honesty and accountability in fiduciary relationships.

2. Trust Cases

- Knight v Knight (1840): This case established the three certainties required for a valid
express trust: certainty of intention, certainty of subject matter, and certainty of objects.
The court highlighted the necessity of clear intent from the settlor.

- Re Baden's Deed Trusts (1973): This case dealt with the validity of a discretionary trust
and the definition of beneficiaries. The court ruled that a trust could be valid even if the
class of beneficiaries was not precisely defined, as long as it was conceptually clear.

- Graham v Graham (2010): This case addressed the issue of constructive trusts, where the
court imposed a trust to prevent unjust enrichment. The ruling reinforced the idea that
equity can intervene to rectify situations where legal rights do not reflect fair outcomes.



Key Facts about Equity and Trusts

Understanding the foundational facts about equity and trusts is essential for
comprehending their roles in law:

1. Historical Context

- Development of Equity: Equity emerged from the need to address the rigidities of
common law. The Court of Chancery was established to resolve disputes based on
principles of fairness.

- Trust Law Evolution: The concept of trusts has its origins in the medieval period,
evolving to accommodate the complexities of property ownership and management.

2. Importance of Equity and Trusts

- Protection of Rights: Equity provides a mechanism to protect rights and interests that
may not be adequately covered by common law.

- Flexibility: The discretionary nature of equity allows for adaptable remedies tailored to
specific cases, promoting justice.

- Asset Management: Trusts enable effective management and distribution of assets,
particularly in family and estate planning contexts.

3. Modern Applications of Trusts

- Family Trusts: Commonly used for estate planning, allowing for the protection of family
assets and ensuring they are passed down to future generations.

- Charitable Trusts: Used to facilitate philanthropic endeavors, ensuring that funds are
allocated for specific charitable purposes.

- Business Trusts: Employed in commercial contexts to manage business assets and
protect investors' interests.

Conclusion

In conclusion, equity and trusts are fundamental aspects of legal practice that provide

essential mechanisms for achieving fairness and justice in property and financial matters.
A thorough understanding of the key concepts, landmark cases, and modern applications
of equity and trusts is vital for anyone engaged in the legal field. The principles of equity



not only mitigate the strictness of common law but also ensure that individuals can protect
their rights and interests in a variety of contexts. Through trusts, individuals can
effectively manage their assets, provide for their beneficiaries, and contribute to
charitable causes, thereby enriching both personal and societal welfare. As the legal
landscape continues to evolve, the significance of equity and trusts remains steadfast,
adapting to meet the needs of contemporary society.

Frequently Asked Questions

What is the significance of the case 'Knight v Knight' in
relation to equity and trusts?

The case 'Knight v Knight' established the three certainties necessary for the creation of
an express trust: certainty of intention, certainty of subject matter, and certainty of
objects. This case is fundamental in trust law as it outlines the requirements for a valid
trust.

How does the 'Principle of Equity' apply to trusts?

The Principle of Equity ensures fairness and justice in legal outcomes and plays a critical
role in trusts by allowing courts to intervene in situations where strict legal rules may lead
to unjust results. This principle is foundational in resolving disputes related to trusts and
equitable rights.

What key facts about the 'Millett v Millett' case are
important for understanding trusts?

In 'Millett v Millett', the court addressed issues of resulting trusts and the principles of
equitable ownership. The case underscored the importance of intention in determining
beneficial ownership and clarified how the courts interpret the intentions of parties
involved in trust arrangements.

What role does the 'Beneficiary Principle' play in trusts?

The Beneficiary Principle states that a trust must have identifiable beneficiaries who can
enforce the trust. This principle is crucial because it ensures that trusts serve a purpose
and that there are parties who can claim rights under the trust, thereby promoting
accountability in trust administration.

What are the implications of the 'Saunders v Vautier"
case for trust beneficiaries?

The 'Saunders v Vautier' case allows beneficiaries of a trust, if they are of legal age and
capacity, to terminate the trust and demand the distribution of trust property. This case is
significant as it empowers beneficiaries and reinforces their rights in relation to their
interests in a trust.
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Explore essential equity and trusts key facts and key cases that shape the legal landscape. Learn
more to enhance your understanding of this vital area of law!
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