
WHY TRUSTS REMAIN RELEVANT FOR 

ESTATE PLANNING 

 
 

There is always a good reason for using trusts in estate planning, sometimes it is not always for 

financial reasons.  

 

When you transfer ownership of your assets to a trust, you will be changing ownership of the trust 

to the trust beneficiaries. The trustees will now have to manage the assets according to the trust 

deeds. This is the basis for governing the management of the trust’s assets. Trusts are expensive to 

maintain. You will have to consider the expenses when deciding on a trust.  

 

DIFFERENT TYPES OF TRUSTS:  

In South Africa there are 3 different types of trusts that a person can choose from.  

1. INTER-VIVOS TRUSTS 

 

These trusts are set up during the founder’s lifetime.  

Donation and selling assets to the trust can be done using the loan account during the 

founder’s lifetime. Should the founder donate to the trust, the donor will have to pay a 

donation tax. Donation tax is percentage of the assets donated. When the asset is sold using 

the loan account, a capital gains tax will arise. As a result, interest will arise, which will be 

added to the founder’s income. An inter-vivos trust by way of a loan account or donation 

can therefore be expensive. You will have to consider these costs and benefits when 

deciding on this trust. 

  

REASONS TO SET UP AN INTER-VIVOS TRUST:  

 

 



a. Minor Beneficiaries  

By leaving your assets to a trust ensures that the capital in protected for the benefit of 

the beneficiaries to cover costs such as education, health care and housing.  

 

b. Starting a Business 

There is a risk that if the business fails, creditors could approach the individual for the 

debt relating to the failed business venture. Holding the assets in a trust mitigates this 

risk. If you start a business and the shares are held by a trust, the growth in value of the 

business falls outside your estate.  

 

c. Protecting Intergenerational Wealth 

This type of wealth will extend beyond two or more generations. A trust allows the 

assets bequeathed to be managed in accordance with the founder’s wishes. To ensure 

estate duty is not paid on the same assets, the founder bequeath them to a trust. The 

initial amount bequeathed, and any growth, will no longer form part of an estate. This 

circumvents assets attracting cascading estate duty. Death gives rise to capital gains tax 

event, so bequeathing assets to a trust allows trustees to manage capital gains tax as the 

trust does not “dies”.  

 

2. TESTAMENTARY TRUSTS 

A testamentary trust comes into existence because of a clause in your will after your death. 

The main reason for this type of trust is for the funds left to minors. The will specifies the 

trustees of the trust and their powers. A testamentary trust usually ends when a minor 

reaches a specific age.  

 

3. SPECIAL TRUSTS 

This is a trust set up for a beneficiary who is mentally or physically challenged and unable to 

provide for themselves financially. The trust ensures financial support for that individual.  

 

Trusts have their place when used for the right reasons. We at Revelation Consulting Inc will be able 

to provide you with expert advice.  

 

  

 

 

 


