
Rental income from a unit worth 
$800,000 of $40,000 per year

Deceased Estate Income  
= $40,000

$40,000 per year distributed to the 
adult child already earning  

$120,000 per year
Adult Beneficiary

Total tax payable for the adult earning 
$120,000 per year = $14,800  

(37 cents on the dollar in the hands 
of the adult beneficiary)

Tax Payable  
= $14,800

Income Distribution without a Testamentary TrustIncome Distribution with a Testamentary Trust

Rental income from a unit worth 
$800,000 of $40,000 per year

Deceased Estate 
Income  

= $40,000

$40,000 per year earned  
by the Trust

Testamentary 
Discretionary 

Trust

$20,000 distributed from the 
Trust to each Child beneficiary

Beneficiary 1: 
Adult  
= $0

Beneficiary 2: 
Child  

= $20,000

Beneficiary 2: 
Child  

= $20,000

Assuming no other income to the 
Child beneficiary, the first 

$18,200 (each) will be tax free 
with the remainder taxed at the 

marginal rates

Tax 
payable  

= $0

Tax 
payable  
= $342

Tax 
payable  
= $342

Total tax payable 
= $684

Tax comparison with or without a Testamentary Trust

With a Testamentary Trust

The income can be distributed amongst multiple people and children can claim 
the tax free thresholds and lower tax rates resulting in significant tax savings.

Without a Testamentary Trust

The income cannot be distributed amongst multiple people and therefore 
individual tax rates apply.



Disclaimer This information is general in nature and does not take into account an individual’s personal situation. Each person’s situation is unique and each person needs to consider whether the information is appropriate to their needs, and where appropriate, seek professional 
advice from us, an accountant and a financial adviser. Taxation, legal and other matters referred to herein are of a general nature only and are based on Hillhouse Legal Partners’ interpretation of laws existing at the time (July 2019) and should not be relied upon in place of 
appropriate professional advice. Those laws may change from time to time. Although every effort has been made to verify the accuracy of the information contained herein Hillhouse Legal Partners, its officers, employees and agents disclaim all liability (except for any liability which 
by law cannot be excluded), for any error, inaccuracy in, or omission from the information contained herein or any loss or damage suffered by any person directly or indirectly through relying on this information.

Assuming sale of a unit for  
$1,000,000 (worth $800,000 when 

received by the beneficiary  
= $200,000 capital gain

Deceased Estate Income  
= $200,000 Capital Gain

$200,000 directly received by the  
Adult beneficiary earning  

$120,000 per year
Adult Beneficiary

50% deduction on the capital gain as 
an individual = $100,000. Total income 
for the beneficiary earning $120,000 

per year = $220,000. $60,000 taxed at 
37 cents on the dollar and $40,000 

taxed on 45 cents on the dollar 
= $40,200 tax payable on capital gain

Tax Payable  
= $40,200

Capital Gain Distribution without a Testamentary TrustCapital Gain Distribution with a Testamentary Trust

Assuming sale of a unit for 
$1,000,000 (worth $800,000 

when received by the beneficiary)  
= $200,000 capital gain

Deceased Estate 
Income  

= $200,000

$200,000 earned by the Trust
Testamentary 
Discretionary 

Trust

$50,000 distributed from the 
Trust to each Child beneficiary 
(50% deduction on the capital 

gain as an individual  
= $100,000)

Beneficiary 1: 
Adult  
= $0

Beneficiary 2: 
Child  = 
$50,000

Beneficiary 2: 
Child  

= $50,000

Assuming no other income to the 
Child beneficiary, the first 

$18,200 (each) will be tax free 
with the remainder taxed at the 

marginal rates

Tax 
payable  

= $0

Tax 
payable  

= $7,796.68

Tax 
payable  

= $7,796.68

Total tax payable 
= $15,593.36

Tax comparison with or without a Testamentary Trust

With a Testamentary Trust

The income can be distributed amongst multiple people and children can claim 
the tax free thresholds and lower tax rates resulting in significant tax savings.

Without a Testamentary Trust

The income cannot be distributed amongst multiple people and therefore 
individual tax rates apply.


