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Estates Under AdministrationEstates Under Administration
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Estate Under AdministrationEstate Under Administration

Deceased (resident) 
1.1 – date of death

(a) Biz income 
(Time)

(b) int (received 
before death) 

(c) Rental income 
(time)

(d) (-) current year 
biz loss (time)

(e) (-) approved 
donations 
(date of 
payment)

(f) (-) reliefs

Beneficiaries

(after date of death)

(a) Annuity(*) (received from 
executor is taxable s4(e)

(b) Other receipts from 
executor is capital receipts 
– no income tax

Tax treatment

Executor

(i) Date of death – 31.12

(ii) After date of death

(a) Biz income (time)

(b) int (received after death)

(c) Rental income (time)

(d) (-) current year biz loss (time)

(e) (-) annuity payable

(f) (-) approved donations (paid)

(g) (-) reliefs of RM9000 
(deceased died domiciled in 
Malaysia)

(h) Scale rate (deceased died 
domiciled in Malaysia);if not 
flat rate =24%

Next page

(*) Assessability is 
determined by its 
character in the 
beneficiary’s hand & not 
the fund out of which it is 
made
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TrustsTrusts

Safeguard cash flow-Section 61(2)Safeguard cash flow-Section 61(2)

4

The DG may at his discretion, allow the B’s share of 
income as a deduction from the trust total income

Trust Body Beneficiary R
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TrustTrust

TRUST FOR ACCUMULATION

Trust

Total income  @ 24%   

Non Discretionary (ND)

Total income x  ND @ DI

DI

Mixed

Discretionary (D)

Total income x   D @ DI

DI

Trust deed spelt out 
the ratio / entitlement 

of each B

Trustee is given powers 
to decide on the amt to 

be distributed

YES

Total income x               DI  after Accumulatiom

DI  of the trust b4 Accum

Trust for accumulationTrust for accumulation

Merely affects the tax liability of beneficiaries.

Deemed trust total income to be distributed.

Tax payable by the trust would remain the same.

No further tax would be levied on the beneficiary on 
such income.
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Trust – Ordinary source of incomeTrust – Ordinary source of income

ORDINARY SOURCE OF INCOME of B 
(A)

ND = Total share of the 
income from the trust

Total income x   DI – Accumulation

DI + Accumulation

Beneficiary 

D = Lower of

 Amt rec’d; or

 Total y of the trust
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Trust – Ordinary source of Y (B)Trust – Ordinary source of Y (B)

Tax payable (ordinary source of income) xx

Less: Section 110 set off (tax paid by the trust) xx
-------

Net tax liability xx
====
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DISCRETIONARY TRUSTDISCRETIONARY TRUST

AGGREGATE OF ALL SUMS RECEIVED 
BY “B” IN MALAYSIA (A)

A > Total income of the 
trust body

SEVERAL BENECIARIES (B)

A < Total income of 
trust body

9

Statutory income of ‘B’

=   Total income             Total sums received by B 
of trust            x
body                         A

Statutory income of ‘B’

= Amount received by ‘B’

Eg 10.8,10.11

TRUST ANNUITIESTRUST ANNUITIES

RESIDENT

TRUST ANNUITIES

NON-RESIDENT

10

Deemed to be derived from 
M’sia even though no sufficient 
total income of the trust body

Deemed to be derived from 
M’sia = Amount of annuity 
deducted in arriving at the 

trust’s total income
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TRUST – Determination of Resident StatusTRUST – Determination of Resident Status

TRUST

RESIDENT (R) NON-RESIDENT (NR)

11

One trustee = R Trust created outside 
M’sia by a non-citizen

+
Income derived outside 

Malaysia
+

Administration of trust 
outside Malaysia

+
≥  ½ of trustee = NR

All trustee

= Non-R OR

Exception

Significance of residence statusSignificance of residence status

A trust body that is resident in Malaysia will enjoy the following 
tax treatment: 

(a) may deduct from its total income, the beneficiary’s share of 
the total income of the trust body;

(b) may deduct any annuity payable to a beneficiary; and 

(c) any annuity paid by a trust body of a trust that is resident to 
its beneficiaries is deemed to be derived from Malaysia, whether 
or not the trust body has any total income in the relevant year of 
assessment. 
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ACCA article : Taxation of trusts in 
Msia 22/8/2020; Dec2021 Q2(e)
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SETTLEMENTSSETTLEMENTS

SETTLEMENTS (S65) 
– specific anti avoidance provisions 
SETTLEMENTS (S65) 
– specific anti avoidance provisions 

14

INCOME = DEEMED TO BE SETTLOR

Settlements on 
relatives
S65(1)

Revocable 
settlements

S65(2)

Income of settlements 
used by settlor

S65(3)

Settlements & 
trusts
S65(5)

Relative unmarried
+

< 21 years

At the beginning 
of the YA

Settlement is 
revocable + benefits 

the settlor & wife 
directly or indirectly

EXCEPT

The only reason the 
property reverted back to 
the settlor due to ‘B’ died 

before the settlor

Income from the ‘S’ 
is used by the settlor 

/ relative

EXCEPT

The use of capital from 
the ‘S’ or the use of the 
property comprised in 

the ‘S’ as a security for a 
loan made by another 

party (bank) to the settlor

The terms of a S 
create a trust + 

S65(1) to (3) apply

Statutory income of 
beneficiary (treating 

all ‘B’ = resident)
= settlor

Note 1

Note 2 Eg 9.8 pg 146

Eg 9.9 pg 147

Eg 9.9,9.10 pg 147
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SETTLEMENTS (S65) - RelativeSETTLEMENTS (S65) - Relative

a child or stepchild of the settlor

a child of whom the settlor has custody or maintains 
at their own expense

a child adopted by the settlor or by the settlor’s 
spouse

a  spouse, grandchild, brother,sister, uncle, 
aunt,nephew, niece,or cousin of the settlor 
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PR 4/2021, Sept/Dec 2021 Q2(d)

SETTLEMENTS (S65)SETTLEMENTS (S65)

16

Note 1

Some Defences for 

•Settlor is no longer alive at the time when the income 
arises 

•The relative is married at the beginning of the YA

• the relative reached the age of 21 at the beginning of the 
YA 

• the person is not a relative of the settlor

• there are no circumstances under which income will or 
may be paid to or for the benefit of the relative during the 
basis period for the YA concerned

Note 1
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SETTLEMENTS (S65)SETTLEMENTS (S65)

17

Note 1

Some Defences for 

• the settlement no longer contains the offending terms
( i.e.they have lapsed or have been removed)

•The settlor is no  longer living

•Made for valuable and adequate consideration

•Results from a court order

•An agreement made by an employer to pay an employee or his 
dependant after the employee’s death, a reasonable and fair 
remuneration , pension etc

Note 2

PYQ Dec 2021 Q2€PYQ Dec 2021 Q2€
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PYQ Dec 2021 Q2€PYQ Dec 2021 Q2€
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PYQ Dec 2021 Q2€PYQ Dec 2021 Q2€
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Australian source
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PYQ Dec 2021 Q2(d)PYQ Dec 2021 Q2(d)
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