Taxation


· The fact that the land was held for 8 years does not nesessarily mean that the the land was held for investment purposes.

· Applying the badges of trade, the transaction was indicative of business or an adventure or concern in the nature of trade.  Therefore the profit on sale of land should be taxed as business income and taxed at 28% accordingly.

(5) (b) (i) 

-     Distribution of revenue profit constitutes a taxable dividend


-     Distribution of capital profit  constitutes a taxable dividend

· Distribution due to a capital reduction scheme is not a taxable dividend

· Distribution due to a winding up/liquidation is not a taxable dividend

· Allocation of bonus shares is not treated as dividends

(5) (b) (ii) 
· Dividend income is deemed derived from Malaysia if the paying company is resident in Malaysia at the time of payment, crediting or distributing of dividends – Section 14.

· Dividend income is assessed on the recipient at the time the dividend was paid, credited or distributed by the resident company. The date of receipt by the shareholders is not relevant.   

(5) (b) (iii) 
· Section 108(1) requires the resident company which pays, credits or distributes dividends (taxable) derived from Malaysia to deduct 28% from the gross amount.

· The shareholders will receive only a net dividend of 72%. In their tax computation, the net dividend received will be grossed up in arriving at their total income.   The dividend will be taxed at their prevailing tax rates.

· The tax deducted by the company on the dividend income would be available as a tax credit against the tax charged (Sec.110) where the shareholders may get a tax refund if the amount of tax charged is lower than tax credit under Sec. 110.

· The tax deducted on dividends will be debited to the company’s Section 108 account. 
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