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Gavin Teoh is a Licensed Financial Adviser Rep and
Financial Planner with Standard Financial Adviser
(StandardFA). He is a Director, Advisory and Practice
Management of Centum Sage Advisory, a practice of-
fice of StandardFA. He is licensed to provide advisory
services under the Capital Markets and Services Act
2007, Financial Services Act 2013 and is a registered
Corporate Unit Trust and Private Retirement Scheme

Adviser.

His practice emphasises on the principles of guiding
clients towards financial serenity by giving thoughtful,
practical and meaningful financial advice. He has 15
years of experience advising SMI-SME business own-
ers on personal and business related financial plan-
ning matters. For more information or comments on
this article, contact Gavin.Teoh@standardfa.com.

enjamin Franklin ina 1789

letter wrote that, “In this

world nothing can be said

to be certain, except death
and taxes”. In fact, death does not
provide an escape from tax. Tax
affects the value of your Estate.
The diagram below shows how tax
is assessed at each stage of Estate
administration.

The Income Tax Act makes it clear
that the Executor of an Estate shall
be assessable and chargeable for
tax. Furthermore, the Executor is
required to make provisions for
any tax payable before he can dis-
tribute any assets of the Estate. In
addition, the Income Tax Act holds
the Executor jointly and severally
liable for any penalty due for not
complying with the requirement of
making tax provisions.

Period till Death

The Executor is assessable and
chargeable on all sources of in-
come in the year of assessment in
which the person dies including
the following and previous years.
The Executor is accorded rights
applicable to the deceased such as
deductions, reliefs and graduated
rates if the deceased is a tax resident
or a flat rate if not.

Administration Period

All sources of income arising af-
ter the date of death are treated
as income of the Executor. Busi-
ness and rental income are ap-
portioned on a time basis, whilst
income from interest, dividend
and annuity are assessed on a
receipt basis.

The tax rate to be imposed on
the income of the Estate is deter-
mined by the domicile status of
the deceased individual regard-
less of the resident status of the
Executor. If the deceased individual
died domiciled in Malaysia, his Es-
tate’s chargeable income is taxed on
graduated rates and is entitled for
only general personal relief of the
current assessment year. Otherwise
it would be taxed at a flat rate of the
current assessment year without
any tax relief.

Any Estate administration ex-
penses and remuneration paid to
the Executor or Trustee are not de-
ductible from the Estate’s or Trust’s
income, unless the Executor or Trus-
tee is given the authority to carry
on the business of the deceased
individual and the remuneration
paid is wholly and exclusively for
the production of business income.

If there is any annuity paid out

Taxation on estate
administration
and trust

from the Estate or Trust, it is al-
lowed as a deduction against ag-
gregate income but is treated as
income to the Beneficiary and li-
able for tax. Income accumulated
and distributed to Beneficiaries at
the end of Estate administration is
treated as capital, hence the Benefi-
ciary is not taxed.

Trust Period

A Trust may be created during the
lifetime of an individual or from
within the Will of a person when it
comes into effect upon his death. A
Trust s treated like a company and
taxed accordingly. Trust adminis-
tration expenses and distribution
of income to Beneficiaries are not
deductible in arriving at the total
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Tax assessed on:

income of the Trust although annu-
ity payments are deductible.

Beneficiaries of a Trust are
subject to tax depending on the
manner in which Trust proceeds
are distributed; whether as dis-
cretionary distribution or a fixed
entitlement.

For a discretionary Trust, the
Trustee may accumulate part or
whole of the total income of the
Trust. For tax purposes, the income
of the Beneficiary is assessed on the
lower of the total trust income or
distribution received.

Where the Beneficiary received
a distribution equal or lower than
the total trust income, she is eligible
for tax credits for her portion of
distribution received. Where there
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are several Beneficiaries, they are
assessed in a pro rata basis for their
portions received.

For a non-discretionary Trust,
the Trust deed spells out the ratio
or entitlement of each Beneficiary.
In this case, the Beneficiaries are
assessed based on their entitlement
irrespective of whether they receive
any distribution from the Trust dur-
ing the year.

The administration of an Estate or
Trust may surface tax issues which
affect both the Executor and Benefi-
ciaries where substantial income is
generated. Itis a good idea to planin
advance with a competent Adviser
and experienced tax adviser to help
you navigate the complexity of tax
implications on your Estate. [[5/H



