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TERMINATING TRUSTS: TEN COMMON ISSUES 

All good things must come to an end. 

-Geoffrey Chaucer 

Trusts cannot last forever in Texas. While the new rule against perpetuities bought an extra 
century or two, every trust must eventually terminate. The purpose of this paper is to iden-
tify ten common issues that occur when terminating trusts. Hopefully this paper will save 
practitioners time addressing these issues and provide practical tips when facing them. Ra-
ther than exhaustively discussing a few issues, this paper provides a broad list. Certainly, 
practitioners may need to dig deeper depending on the circumstances you encounter. 

1. Identify Termination Triggers 

1.1 “Normal” Triggers. 

Identifying a termination date is not always as easy as it sounds. Many trusts simply termi-
nate on the death of a beneficiary or when the beneficiary reaches a certain age. Other trusts 
terminate upon the death of a third party (e.g, the settlor in a life insurance trust). Addition-
ally, trusts established before the effective date of the new rule against perpetuities was 
adopted may terminate under the “old” rule against perpetuities.  

When representing clients in a trust administration, Practitioners should determine the fol-
lowing: 

a) What events trigger termination? 

b) Does the trust include a savings clause that uses a perpetuities period 
other than the one contained in 112.036 of the Texas Trust Code? 

c) If the trust is subject to the “old” perpetuities period (or if the trust 
contains an outdated provision about the maximum term of the trust), 
who are the lives in being? 

d) If the trust is subject to the “new” perpetuities period, what is the date 
the trust must terminate? 

1.2 Termination of Uneconomic Trusts. 

Several other events may trigger termination. Most trusts allow for the termination of an 
uneconomic trust, and even if the trust is silent, the Trust Code provides for the termination 
of trusts having a total value of less than $50,000.00 if the trustee concludes, after consid-
ering the purpose of the trust and the nature of the trust assets, that the value of the trust 
property is insufficient to justify the continued cost of administration.1 

 
1 Tex. Trust Code 112.059. 
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