Basic Tax Concet;‘t oricapts

The above IRAS concession applies to a foreign employee but not a company direcs
ot a public enterrainer. Ir also does not apply to an individual who is exercising
profession under 5 10(1)(a) (source: IRAS website).

t10 where the central management and contrel of a company is exercised is a
of fact ro be determined by a scrutiny of the course of the business or trading
Coniolidated Mines Lid v Howe (1906) 5 TC 198).

7T 20061 SGITBR 2 (para 26), the Singapore Board of Review affirmed
ere wis no diffetence between the UK test of “central management and
i the test of “control and management” ins 2(1).

The purpose of the concession is to reduce the individual's tax liability. If
individual finds that he is better off paying less rax based on his residency status
determined under s 2(1), he need not avail himself of the concession.

Granting such a concession (ie rrearing rhe individual as a resident for all the YA tale, therefore, a company is resident in Singapore if its board of directors
concerned) may result in an unintended reduction in the individual's tax liabilicy f5
the first YA (to which the date of his arrival relates). This may occur, for example

when the individual left his job without serving the minimum period of 183 cla'y;'_

' card meetings in Singapore, exercising the control and management of the
busmess In the rare situation, however, where the direcrors “stand aside”

sctorial duties such that the control and management of the company’s
fact exercised by another body {eg a controlling shareholder), the
directing authority will vese with thar body instead. This situarion may
“ihiere the board of directors effectively relinguishes its directorial functions

straddling two calendar years. To ensure chat the tax properly payable by him in ch
circumstances is collectible, the Comptroller may require the individual co furnish; 4
the outset, a lecter of undertaking from his employer to guaranree the payment of ¢
difference in tax payable between che resident and non-resident bases of assessrmen if

he leaves Singapore without satisfying the 183-day condition. - even holding any meetings in exercise of those functions, or

holding meetings but merely rubber-stamping the instructions that emanate
m' the parent company (in other words, without giving any independent
put as a poard into the decision-making process).

‘The definirion of “employee” in s 2(1) includes a director of a company. However, t}i
definition of “residenr in Singapore” for an individual does not extend the duration.g

employmenc exercised in Singapore under che quancitative test to 2 director. determining the residence of a company for Singapore tax purposes, the country of

ration’ does not matter. A foreign-incorporated company will be resident in
tore if the control and management of its business is exercised in Singapore.
ely, a Singapore-incorporated company will be non-resident if the control and

direcror is an execurtive director (also called working director) if he works for th
company more or less full-time and is involved in the day-to-day management of rhe
company. He is a non-executive direcror if his involvernent with the companjr
limired to attendance at meetings of the board of directors. The IRAS recognises thi
distinction and, as another concession, allows the “duration of employment” test
residence to be applied to an executive director. For a non-executive director,’ ki
residency status is established on the basis of the qualitative test or the physi
presence test only.

i agement of its business is exercised ourside Singapore.

\pany may change its place of residence. It can be resident in Singapore for one
son-resident for another. The definition of “resident in Singapore”, in
' ompany, omits the reference “the year preceding the year of assessment”
the'same s 2(1) definition in relation to an individual. It is therefore arguable

92-620 Residence of a company nlike for an individual, che residency status of a company for any YA is

A company is “resident in Singapore” if the control and management of its busines
is exercised in Singapore (s 2{1)). The term “contro} and management” is not defil
Control and managemenc does not mean the carrying on of the company’s day-to-day

ed. by reference to the circumstances in the YA iself and not to those in the
eding the YA. In practice, however, the IRAS locks at the year preceding the
whensdetermining corporare residence.

business. Consequently, the locale of trading activities or physical operations is:né ‘exemnption applies, both resident and non-resident companies are subject to

necessarily the place where control and managemenr is exercised. come accruing in or derived from Singapore and fereign income received in

. . - - However, some tax implicacions differ:
In the UK, the corresponding test for corporate residence is “central managementa :

control”. Tax cases there have idencified chis with the governing body vested wich th
superior directing auchority, ie policy-level decision-making powers. Such authority

oonly. a Singapore resident company may pay an exempt one-tier dividend, while
an-tesident company pays a foreign dividend (see Chapter 10 at 910-100£0)

rypically vested in the company’s board of directors under the company’s constituti
The fact that shareholders have the power to remove directors is not relevant in this
respect {but see exception of “controlling shareholder’” below). In pracrical terms
superior directing authority includes the authority to decide such matters as: '

lya Singapore resident company qualifies for tax treaty benefits, such as the
uction ot exemption of tax on incorne arising in the treaty country

Iy a Singapore resident company qualifies for the foreign-sourced incomne

xemption under s 13(8) (see Chapter 14 ar §14-100ff)

(i) whether the company is to cease operations entirely itain types of income paid to a non-resident company {but not to a resident

(1) what the company’s business will be ”pany) are subject to withholding rax (see Chapter 13 at J13-100fh), and

(iii) whether and when a dividend is to be declared, and ly.a Singapore resident company qualifies for the enhanced tax exemption for

(iv) whether a merger or acquisition is to go ahead. lew companies (see §2-900).
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Ermployment Income and Pengj 1t income and Pensions

evious voluntary contribution in cash made to that Medisave account in

ar as a sclf-employed individual that is tax exempt under s 13(1)jc).

iiibucions made to the Medisave account of any employee holding a

E;ozrg 1:;5;:;2323010 15% 20% % . _iv[i)sci:zé))ass’ employment pass or work permic are fully taxable to the
§ .
Zrl?grﬂ; JEU(;)TIDZOOY © 4% c0% 10.5% 18% anoual contributions up to $1,500 less any previous conrribution made to
1_Sé_\’f€ account of an employee by an employer in his capaciry as a person of a
T-desceiption teferred to in s 13(1)jd) {if applicable) char is exempt from tax
Example 7 ; id) will not be deemed income ro the employee (s 10C(5A) and 10C(5B)).

in 2016, Michael Ker's monthly ordinary wages are $8,000. He is 45 years old. The stattor
monthly CPF contribution to be made by his employer will be:

£PF contributions made by the Government in tespect of an individual are

17% x 56,000 = $1,020 mpt (see Chap[er G at ﬂ6‘95())

If his additional wages {eg comprising a year-end bonus) of $40,000 were paid in Decembg
20186, the statutory CPF cantributions on additional wages would be $5,100 (ie 17% x $30,00
(102,006 — $72,000).

butions for their employees in excess of CPF staturory rates to minimise rhe
yeés’ tax liabilicy. Section 10C was epacred to close this rax loophole by treating

Py

Where: . -
istanding the s 13(L)(j) exemprion for sums standing to the employee’s CPF

r withdrawn therefrom, the following CPF conttibutions made by an
n tespect of an employee are deemed income to the employee for the year in

(i) CPF contriburions have been made in respect of an employee employed by
or more employers, and

(ii) the employers are related to each other,

all the ordinary and additional wages from the relared emplovers and es paid to the employee in rthat year, which is not obligatory under the CPF
contriburions on those wages are treated as paid by one employer for purpose ct, or

determining the amount of excess CPF contribucions (s 10C(8)). : , o . o
the employer’s contributions in respect of that parc of the addirienal wages

ch exceeds the specified amount paid to the employee 1n that year
LOC(1 ).

An employer ts deemed to be related to another employer if one of them, directl
indirectly, is able ro conrrol the other or if both of them, directly or indireccly, 2

under the control of a common person (s LOC(9)). 'PF monrhly salary ceiling has been raised from $5,000 to $0,000 from 1

v 2016. From the year 2016, the specified amount is cherefore be $102,000
1z $6,000 % 17) minus the rotal ordinary wages paid to the employee in that year;
amount of ordinary wages paid for any month in the year in excess of $6,000 will

g,

B

Up to 2012, annual contributions up to $1,500 made by an employer to the CF
Medisave account of an employee will not be deemed income to the empl
{s 10C(4)). Where rwo or more employers make Medisave contributions to the s
individual in a year, the maximum amounr of Medisave contributions not deemed’
be income to that employee for that year is restricted to $1,500. '

ﬂ'ﬁkample 7, Michael’s employer contributed monthly CPF based on the full
€ ordinary wages) of $8,000, the excess CPF contributions of $4,080 (ie 17%
X $2,000)) would be deemed income to Michael for 2016 (s 10C(1)).

hael's employer also contributed CPF on the full amount of his bonus (ie
al wages) of $40,000 in December 2016, the excess CPF contribucion of
00 (ic 17% of ($40,000 — $30,000)) would also be deemed income to him for

From 1 January 2011, the annual cap of $1,500 above includes:

(i) any previous contribution made by the same or another employer to th
Medisave account in that year thar is not deemed income under s 10C(4), and:!
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Other Sources of Incom gpurces of Income

Where the rental income is taxable undec s 10{1)(f), the rentzl income or loss f¢ curreat rax treatment, an individual who derives passive rental income from a

each propecty is in principle determined separately. The Act does not allow the set
of s 10(1Xf) rental loss from one properry against the s 16(1)(f) income from anot
renral property or any orher income.

tial propetty in Singapore can, subject to income tax rules, claim against such
s deduction of the actual dedncrible expenses incurred in producing che
iie. To substanriate his claims for deduction, he is required to keep the relevant
Js:for a period of ar leasr five years from the YA ro which the claims relate (see
et 7 at J7-100ff and Chapter 17 ar J17-000ff for details).

Examp%e Z mplify rax compliance, an individual who derives passive rental income (ie under
1)if) in the basis period for YA 2016 or a subsequent YA from che fecting of a
ential propercy in Singapore {tefetred to as “qualifying rental income’’) can claim
ental expenses {excluding interest) based on 15% of the gross rental income in
oF the acrual amount of deductible expeases (excluding interest) (s 14Y, proposed
& Income Tax {(Amendment) Bill 2010). He can continue to deduct any actual
st of interest expense against the qualifying rental income. This takes effect

"A 2016,

If property A produces rental income of $4,000 but property B prodices rental loss of S‘.I 0
(both s 10(T){f) sources), the sental loss &f §1,000 wolld be dlsregarded and the taxable réatg
incomne would be 54 000.

In practice, the IRAS adopts the block basis concession. Under this concession, th
LO(1)D) tental income or loss from all rencal properties of the taxpayer wi

aggregated to determine the overall nev rental income or loss for that year. I : . . . .

« . . . . : : i 14Y basis of deduction does not apply to any renral income derived:
block™ of properties refers to rental-income-producing properties. If a net rencal log prop osed s PPy Y

resules after applying the block basis concession, it cannot be set off against ot

sources of income for the same YA. Nor can it be carried forward for set-off aga

the statutory income of a furure YA.

by an individual who has elected for it not to apply to all of his rental income
“derived in the basis period for the YA concerned (if such an individual detives
ental income from two or more residential properties, the election to opt out, if

' i ill appl 11 of th i
Note that from YA 20035, in the context of husband and wife borh having reng de by him, will apply toall of the properrics)

income, a spouse is allowed to transfer a rental deficic to the other spouse, ie the rent y an individual through a partnership in Singapore, and
deficit of the transferor will be set off against the rental income of the transferee (s '
37D, IRAS e-Tax Guide “Change to Assess the Income of a Husband and Wife'q
Separate Individuals”, last revised on 26 May 2014, and Chapeer 12 ac 912-100f
The ability ro rransfer a rental deficit between spouses will no longer be availa

from YA 2016.

by an individual acting in the capaciry of a trustee of a trust.

is' context, “residential property” means any building, flat or tenement in

. e, or any part of such building, flat or tenement, principally used for

tial purposes. But if any building, flat or tenement or any part of each of them

ed for any period as a chalet, child care centre, welfare home, hospital or workers’

ory (among others) and for which planning permission has been given by the

. Exampie 3 ant authority, then it is not “residential property” for the duration of that period
: e:(s 14Y(6), (7), proposed in the Income Tax (Amendment} Bill 2010).

- Assume that proper‘tres A and B were rented out for the whole year and that the rental was
10{1)(f} source of incorne. Property A was vacant for the period 1 June ta 31 July; the et renta
. income from it was 527,000 after applying the IRAS continuing source concession. Property
was let out for the whole year, and the net rental loss was $38 000,

ROYALTIES

?@{3 Dafinition

¢t does not define the term ‘“royalties”. The ordinary meaning of a royalty is
it'is a payment for the use of a patent, copyright or other intellectual property on
unic basis. For example, an agreement may provide thac a royalty is payable for
‘book or Video Compact Disc (VCD) sold.

As shown below the block ba5|5 concessron will glve a more favourab[e result to the taxpaye
“than the strfct p05|t|on a :

-+ Anet rental income I : - 27,000 27,00
" @netrental (loss). o disregarded . . {38,000) Ihe térm “royalties” is sometimes used in a broader sense to include payments for the

: Net rentaé mcume/(luss) ' .:-'Z_ o .Z' L 27000 5 SN : fkm.)wledge or informarion that falls short of property buc chat is protected as
RS PR o atidential information, such as secret processes. Such payments are called know-how
giients. They ace typically included in the definition of “royalties” in the

'_* The resultant rental ioss of $9 000 rs as 10(1](f) loss and therefore dssregarded a0
B purposes . s ; : .

dlties” arcicle in Singapore’s tax treaties (see Chapter 14 at 914-210 and
0).
f6-640 @ 2016 CCH Asia Pte Lim ipore Master Tax Guide Handbook fle-700




B = the aggregate of the foreign income derived during the liberalised
tax treatrent period up to and including the year concerned
which has yet to be repatriated to Singapore plus “A”

C = the aggregate of the allowable expenses incurred to produce
foreign income during the liberalised tax treatment period up to
and including the year concerned which has yet to be allowed as
a deduction against foreign income repatriated.

Where expenses are incurced in the production of foreign income that is
repatriared to Singapote, they are not deductible because there is no inco
chargeable with tax. A strict interpretation of s 14(1) requires a matching o
expendirure incurred with che receipt of foreign income in Singapore. E‘ipem
incurted in the production of income thar is not repatriated to Singapore within
same year are therefore not allowed to be carried forward to ser off against the fore

income repatriated in subsequent years. 10{1 of this hberallsed tax treatmenct can be found in the IRAS e-Tax Guide

sed Treatment of Expenses Incurred in Singapoere to Derive Foreign Income”,

A Nerson dt‘llVlD foremn 1ACOINE ma lI'l (_(‘.‘I.'tﬁlﬂ CASES, h"I.VE TCHL!U’](? reasens fO
! g Ay & ag on 10 October 2014.

repatriating his foreign income to Singapore. As a concession, with effect from
1596, allowable expenses incurred in Singapore to produce foreign income that is
repatriated to Singapore in the same year, may be carried forward and dedy 130 Wﬁ”ﬁﬁﬂy and exc%ugiwéiy
against the foreign income when it is repatriared in subsequent years.

The following conditions apply:

@ in the case of allowable expenses incurred to produce foreign investment incg
{eg foreign dividends), only allowable expenses incurred on income-prodic

. - . 5 \\ - 1 rm i . . - . . .
investments may be carried forward for set-off (an invesrment is regarde where the expenditure is incurred for the sole objective of income

1 and some other cbjecrives inherent in the husiness activity necessarily
are also attained, the expenditure will not be disqualified. Difficuley arises,
“when an activity is undertaken with more than one mative. For example, an
could be uodertaken with the object of both promoting business and some
-rpose (eg indulging in an independent wish to enterrain a friend or scranger,
a chatitable or benevolent object, etc). Although the taxpayer may rhink
isiness motive predominates, the expenditure still fails the “wholly and
ely” rest. Thus, the taxpayer’s intention for incurring the expenditure is an
consideration.

“income-producing” from the date it commences to produce income
conrinues to be held for the purposes of earning income), and

@ 1o qualify to be carried forward for set-off, the expenses must not have alfea
been claimed as a deduction in the foreign tax jurisdiction (che Inland Reven;
Authority of Singapote (IRAS) may require an externai auditor’s certificat
this effect before allowing a deducrion).

(See [RAS e-Tax Guide "Liberalised Tteatment of Expenses Incurred in Singapot
Derive Foreign Income”, published on 10 Qctober 2014.)

The IRAS provides the following two methods for computing the amount of exp
that can be deducted against foreign income repartriated in any yeat:

® Direct method — This method requires derailed acconnting of rhe expense
the corresponding income for each year. In any year that foreign income:
repatriated to Singapore, the actual expenses that were incurred to ear B
foreign income will be allowed as a deduction. case Mallalien v Drummond (Tnspector of Taxes) {1983} STC 665, however, cuts

@ Indirect wethod — Under this method, the allowable expenses and the
repatriated foreign income are aggregated. In any year that foreign inco

st of clothes for court wear in accordance with the Bar Council’s relevan:
es. She claimed a deduction for the clothes and other related expenses chat
d laundering and cleaning expenses. The House of Lords held thac while the
et might well only have had the professional purpose in her conscious mind,

repatriated to Singapore, the allowable expenses are computed by the form

% ‘< C ject, though not a conscious motive, was the provision of the cloches thar
d'f-as a human being. The expenses were therefore nor deductible. The
where; o . . . would appear to suggest that if there is a conscious business motive and a
A = the amount of foreign income repatriated to Singapore in the. iis. personal morive, the whole of the expenditure will not rank for
year
7-320 © 2016 CCH Asia Pte Limi te€ Master Tax Guide Handbook 97-330




Example 17

. Assume Company PQR |ncurred dlfferent amounts of quallfymg destgn expehditiir

LYAZOTE
CUYA 2014-

5650 000

: : 3400000 o TUT8300,0000 0 T $550,000 - $850,000
B} _::YAZO‘IS $1 000,600 $3.000,000 | . 650000 s400000. % 0 $100,000
: '__51.'950_'000 S 1000000 061,000,000 0 $1,000,000

Total expendjture

£ §1:950,000

“41,850,0007

CSR950,000 L 61,950,000 T

of deductions 'cla'i.méB(e" under 5 145 for _t'he'eiele\ifén.t.YAs is as foilow

- YA:2GT3 S

'400% deductlon R
: _—'._;' 400%x$300 800 -

- 4D0% %'$550,000°

- 4oo%x$ssoooof-_ o

'Total deductlons

ar-conduct the eligible design project either in-house or outsource the
approved service provider. Qualifying design expendicure (s 145(6)) {net
or subsidies from the Government or a statutory board) incurred on

11,200,000

2,200,000

gn project is as follows:

2,200,080

& project — staff costs of qualified designers incurred for an approved
1 or producr design project undertaken in Singapore, and

oA 2074
Ll 400% deductlon

tifced project:

g '_—.- 400% x 5650 ooo.- :

..2'.699.;[?00-' acrual amount of sraff coses where morte than 60% of all paymenrs

- 400%  $400, 000 _ i 1600,080 made to the approved design service provider for the projecr are staff costs,
7 400% % $100,000 7 _ R -
'-'T'ot 'deductlons C2.600.000:57 1 1,600,000
_ _ . L SRR itrall other cases, 60% of those payments.
YA 2975 : ‘product design means the professional specifications of crearing and
L 400% deductlon néepts or specifications that improve or enhance the functions, value ot
SRR 400%><$(1 200 000 wu__300 000 S 1,000,000, of physical products, taking into account the users’ needs, marketabilicy
LR wGSD,OOO)_ AN RS : i (s 145(6)).
RN 400% %S TZOO 000 550 000. O 1,000,000 . . .
R _408 00(’.5) staff costs are salaries, wages and other benefits, whether in the form of
“400% i 8(1, 200 000 850 000-:. therwise (but excluding directat’s fees), paid ot granted in respect of the
S TEI00,000) T e ] of any qualified designer which are attributable to the industrial or
L Total 'c_j'eductiqn's_'_'_ ST ST 1,000,000 1,000,000 n project (s 148(6)).
i : ; f:_:._- _ SR g S is administered by the DesignSingapore Council.
.- Total deductions for all three yedrs.. .. £ 4,800,000, 771 4,800,000
o : ' Overseas investment development expenditure
""t__ive for companies to venture overseas, approved firms or companies
arrying on business in Singapore are atiowed a further or double
for approved overseas investmenr development expenditure (s 14K). A
tion is allowed if the expenditure is allowable as a deduction under s 14.
xpenditure is not deducrible under s 14, a deduction double the amount
diture is allowed (s 14K{1)).
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Scottish & Newcastle Brewerfes Ltd

In IRC v Scottish & Neweastle Brewerier Ltd (1982) STC 296, the comp
business as hoteliers and operators of licensed premises. It incii
expendirure on electric fight fictings, electric wiring, décor and murﬁlg
sculptures. 'The wall decor consisted of pictures, plaques, tapestries,:-'
harnesses, stags’” heads, metalware, swords, axes, hagpipes, and deer sk
irems were either screwed to the wall and easily removed or hung on'ihe
movable. The murais were fibre glass, leather or metal sculpture pangf
screwed to the wall and movable. Thete were two metal sculptures
seagulls in flight; one of them hung from the ceiling to which it was boia
supported by steel rods. The other was a standing fixture permanently %
forecourt. It was held chat all these items were plant because th
atmosphere was an important function of the trade of a hotelier and wa
end in the carrying on of such a trade.

Lord Wilkesforce said:

“In the end, each case must be resolved, in my opinion, by consideri
the nature of the particular trade being carried on, and the re
expenditure to the promotion of the trade ... It seems to
Commissioners’ findings, which are clear and emphatic, that th
company's trade includes, and is intended to be furthered by, the'p
what may be called ‘atmosphere’ or "ambience’, which (rightly or wi
think may attract cusromers. Such intangibles may in a very real 4
sense be part of what the trader sets out, and spends money to achiéy
example might be a private clinic or hospital, where quiet and sé _ . . "
provided, and charged for accordingly. One can well apply the ‘setft - ' ore tax cases on plant or machinery

these situarions. The amenities and decoration in such a case as the prés
not, by contrast with the Lyon’s case, the serting in which the trader

his business, but the serting which he offers to his customets for them
ro and enjoy.” :

4 .how one applies the “premises” resc to items which were not
part of che original building bur have b.een added Aby way of
Srovement was also considered. The question is whether l.t would be
fté o describe the irem as having becgme pact of the premises thak[:. a;
‘ .a""separate identity. This is a question of facr and degree, to whic
4fit considerations wikl be:

‘lie item appears visually to refain a separate identity

f permanence with which it has been atrached
pleteness of the structure withour ir, and .
tent o which it was intended to be permanent or whether it was Likely to
e a‘ced wichin a relacively shorr period. |
?rinciples to the facts in Wimpy, Hoffman ] held that only. the light
tanc. The Commissioners had found thac the taxpayer cogmdered rhe
ght' imporrant for the purposes of their busin.ess and that it had been
“increased for business reasons. The light fitrings .could nor, therefote,
< seneral illuminarion only but were apparatus used in the ttade, ie plant.

cision was upheld in the Court of Appeal ([1989] STC 273).

278-280: |
would agree wich Hoffman J that the question is v.vhether it would be more
toptiate tO describe the item as part of the pr.ermses rather than as hang

ned’a separate identity. It seems to me that items such as Eﬁxed’ﬂo’or tiles
ot shop fronts are more naturally to be regarded as part of t_he ,]';IOUSIHg of rhe
“siness than as mere embellishments having a separate idencity.

SIT9(2011) MSTC §70-008; [2010} SGCA 48, the Court of Appeal reversed
. decisions of the High Court and the Board of Review and held that porrable

: emaintable pre-fabricared dormitories are “plant” and qualify for CA under s 19
Lord Lowry highlighted che importance of not equating “serting” with “pred __ :

'

the Crown’s primary fallacy, in my opinion, was to identi _
inevitably with ‘premises” or ‘place’ ... And even if one assumes.
serring’ is the same thing as ‘the premises’, it is fallacious to say that
used to adorn the setting thereby ceased to be apparatus used by the:
company for carrying on their business . . .~
Wimpy International Ltd .
In Wimpy International Lid v Wavland (1988) 61 TC 51, the taxpayer was ari gpel
of fast food restaurants. It was held that the disputed items, which included
fronts, floor and wall tiles, false ceilings, floors and stairs were not plant beca
formed parc of the premises and were not items which merely “embell
premises. Only the tight fittings were held to be plant.
In the High Court, Hoffman ] (as he then was) quoted Lord Lowry in Sa
Newcastle Breweries [19821 STC 296 at 204
“something which becomes part of the premises, instead of merely embéll

rhem, is not plant, except in the rare case where the premises are the
plant, .. .”

thie business of providing accommeodation on a temporary basis and therefore
the dormitories facility to be portabie or demountable. ZF was awar'defl a
to build and operate workers’ dormirories on a site lease‘d from the Building
triction Authority (BCA). The lease agreement was for a period of three
and Could be extended for another six years at rhe discretion of th(? BCA. The
y has the right ro terminate the lease by giving a 90-day notice in the event
s requisitioned for industrial or other use.
ight of these time constraints, ZF built dormirories that were not permanent
They were pre-fabricated scructures that could be easily removeq an.d re-
o0 atiother location. ZF claimed only the movable parts of the dormitories as
dnd excluded all expenditure incurred on the permanent structures such as
sial worls for the dormitories and a brick building used as a canteen for the

tt of Appeal held the view that “there is just one basic and overarchi.ng rest
her the item concerned is utilised for the purposes of the trad.e or business as
6r as a building” (building being conceptually mutually exclusive from planc).
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Notes: immediate preceding YA or be carried forward indefinitely uncil

|sss cransitional concession applies to unabsorbed business loss
24 before YA 2015, unabsorbed business loss will not be allowed
frred to a spouse with effect from YA 2016. Refer to Chapter 9 (at
“ierailed discussion.

{1} This is the amount of net profic/(loss) which has ro be allocate,
in accordance with the partnership profic-sharing ratio.

(2} A partnership agreement may provide rhat certain personal se
assurance preminm and leave passages) of parrners are to be i . o
the firm, In such instance, for the partner concerned, his 'ijérgo & partner is a company, the shareholders”™ continuiry test has to be
borne by the firm will be regarded as his addirional -ineys fsie the unabsorbed CA and/or business losses can be carried back to
parcnership. o iate preceding YA or be relieved in future years (s 23(4) and 37(12)

ire allowed againsr the partner’s statutory income after the
of losses. Any unabsorbed donations for the current YA can be
1 to the partner’s spouse for thar YA or be carried forward for set-off
ek five YAs (s 37(7) and 37(8)). Note that the current year’s
hed donations cannot be carried back. Note alsg that unless transitional
fi applies to unabsorbed donations incurred in and before YA 20¥5,
Led donarions will not be allowed ro be rransferred ro a spouse Wlth)
m YA 2016, YWhere the partner is a company, the shareholders
" test under s 37(12) has to be satisfied before any unabsorbed
3¢ brought forward can be utilised. Refer to Chaprer 7 {at 97-900) and
) (at 99-300) for more details.

The parcnership’s divisible profir/{loss) is allocated among the partoes
assessed in their own names as individuals. Partners’ salaries, bonuse
capital, if any, will be allocated co the respecrive partners.

Capital allowances and donations to approved institutions are allocated
in accordance with the parenership profit-sharing ratio, :

Where the partnership decives income from non-trade source, such ificom:
be apporrioned among the partners in accordance with the partnership
ratio. '

Salary and bonuses

interest on capital XXX 00X

Personal expenses o oo rthers in‘a firm that reparted 3 vet foss of $25,000 for the financial year

Divisible profit/(loss} X000 2000 abier 2015, The only disallowable items, for income tax purposes, charged i'_r__l-::t_h'e:_:
Adjusted profit/(loss) (Note 1} X000 00K reciation of $1,700 and donatioris of $1,300. The partnership agreement
Income from other sources (Note 2} XK X000 a rid Lee are to-be paid an aﬁ“_‘_‘f_’il- salary” of 53,600 each ;n‘d.'.!pdte_r_es? o
CA (Note 3) YO 00K UﬂnosQ@@ﬂygﬂ%@@ﬂgﬂmﬁwyﬁﬁoxﬁmh@@@i
Donations allowable under s 37(3)(b}-37(3}(f) XK XXX Mstititions are _51%000_'-. T_hE:tWQ_P?_ft'_‘EFS_ 5 are pr0|5 __eq_ )‘ I
(Note 4) x cormputation far YAT_201F,_~.. - : . $ i
Notes: (25,000}
(1) The partner’s share of the current year’s CA is ser off against firsel SRR 3000
the partnership’s business income and any remaining balance again R (2%900_};_-_:
income (s 35(2A)). Where there are unabsorbed CA for a cufre - 9600

partner has the option to transfer the unabsorbed CA to bis spou
back the unabsorbed CA up to a specified amount for sec-off against
assessable income andfor his spouse’s assessable income for thé
preceding YA or to catry forward the unabsorbed CA ro the next YA
the assets are still used in the same crade (s 23(1) and 35(2)). Unlessitrilr
concession applies to unabsorbed CA incurred in and befor

3,600 i 03,6000

“7.2000
ERW-ACT [N

i ; g s g
unabsorbed CA will not be allowed to be transterred ro a spouse’wit G A LR L e L
CAna00Y e ooy (22,000)
from YA 2016, Refer to Chaprer 9 (ac 9-100) for more derails. i 11‘000 IR 1:222 PO IORER 12 400)
- S (500) o (7,000) s (12,400)
{2) For an adjusted loss, a partner deducrs bis share of the adjusted loss: T 200 :.1;200-'_-: 24000

staturory income (s 37(3)a)). Where the currenr year’s loss canng

- e o CAEE0 1500 T 3,000
absorbed, the unurilised loss can be transferred to rhe partner’s spois : ' '
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Jrement was codified and expanded on in s 12(6A) and 12(7A}. As
I effect from 29 December 2009 (see further 13-610, JL3-630
‘Press Sratermnent no longer applies. For completeness, however, it is

Relief under s 40D js available ro a non-resident individual wha de; .
two or more of the following sources (ie “relevant income™): : e SR

inance, 1977 Press Statement

i Tax Amandment Act 1977 which came into effect on 7 July 1977 introduced
‘icions which have the sffect of frustrating tax avoidance schemes in siphoning
aniore profits, particularly betwesn associated companies in Singapore and outside
“Yowever, some of these provisions have been given more than one possible
3n, thus giving rise to doubt on the scope and amount of payment to non-
abject to tax. For the purpose of clarification and ease of administration, where

services are performed outside Singapore by persens outside Singapore for

® income derived as a public enterrainer which qualifies for s 40
® Singapore employment income, and
® withdrawals from his SRS accounc.

The effect of s 40> relief is chac the proportionate tax on each’gf ¢
income is reduced to the 15% tax rare but the tax payable on Singapo
income and the SRS withdrawals cannot be less than chat payabila

individual under similar circumsrances : ar even between associated companies, and such transactions are at arm’s

' not with intent of siphoning off Singapore income, the Commissioner of

' - nue has given the following rulings:

ﬁﬂgﬁ@@ Deemed-source pF@VES!@HS mimission, fees or any other payments in connection with any arrangement,

ntee, management or service relating to any loan or indebtedness — s 12(6)(a}

o ticome Tax Act.

(a} gains or profits from trading operarions partly carried on b Fie'-arrangement, management, guarantee or service is performed outside
person in Singapoere (5 12(1)) s/ 'the payments for such arrangement, guarantee, management or service are

Section 12 deems the geographical source of the following income to'.b_'

(b} profits of non-residenr operarors of ships and aircraft arising fro

; T . : v payment for rendering of assistance or service in connection with the
shipment of passengers, mail, livestock and goods from Singapor

apolication or use of scientific, technical, industrial or commercial knowledge or
armation — s 12{7){b) of the Income Tax Act.

{c) profits of non-resident persons in the business of cable or wireléss in
where such profits arise from the rransmission of messages

12(3)) (see J13-850)

the assistance or service is performed outside Singapore, the payment for such
& or service is hereby treated as not covered by the provisions of s 12(7){b). This
‘hot- refer to royalty which has always been subject to tax even before the 1977
(d) income from employmenr exercised in Singapore regardless &

income 1s received in Singapore (s 12(4)) (see Chapter 5 ar §5-1 10 Apy payment for the management or assistance in the management of any trade,

{e) income from employment exercised outside Singapore on

bLirs'ement or allocation of administrative expenses incurred by Head Office outside
Governmenr {s 12(5)) :

e and claimed by a branch in Singapore is governed by the provisions of 5 14 as
i his also applies to reimbursement or aliocation of expenses between associated
rand orh lated pa s(s12 - PP
® incerest and orhet related payments s 12(6)) (see 13-610) mipanies, Both are not affected by the provisions of s 12{7){c).

(g) royalties, know-how and technical service fees, management fe

. fits to persons cutside Singapore not associated to the payers in Singapcre are
income of movable property (s 12(7)) (see Y13-615 ro T13-650), ard

dreby treated as not covered by the provisions of 5 12{7}{c).”

() commission or other payments of a junket promoter (s 12(8)). come is deemed sourced in Singapere under s 12(6) (subject to s 12(6A}} and

¢t to s 12(7A)), the payer is required to withhold tax when making the
fion-exempt) ro a non-resident person (s 45 and 45A).

Secrion 12 is not itself a charging provision; s 10(1) is (see Chapter.’3
The deemed-source provisions remave the uncertainty of applying th
based on case principles. They do not deem the nature of the paymentsfa
their ambir as income. The significance of a paymenr of income being de¢
in Singapore is that the IRAS would then have the right to tax it under
of the charging provision s 10(1) (see Chaprer 3, 3-100).

00 Withholding tax system

is 2 withholding rax mechanism to ensure and facilicate the collection of
e from non-residents on some kinds of Singapore-sourced income. In
1is, the obligation to withhold tax applies to payments of certain income
Finance on 21 December 1977, cerrain kinds of income are treated a ), which are eicher sourced or deemed sourced in Singapore. Subject to
derived from Singapote under s 12(6) and 12(7). :
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Relisf fromp u_b'ié Taxation

13(8) exemprion on the foreign income received in Singapore would
o tax’ condition in the rreaty concerned, and ir s therefore
on may end up with a bigger amount of to.tal rax paygble
gn tax) by claiming s 13{(8) exemption oh foreign
o incremental Singapore tax would have been

“subject t
that the petson o
: poré tax + f.oruh' i
in whic
E'I-Iﬂﬂdjfifnfi;(i)gn income received in Singapore under the c.[edi.t methed
his happens when the Singapore rax payable on the foreign income is
-t the foreign tax paid op it, in which case the amount of credit is
n .tto the Singapore tax payable) — (see Example 3 and 914-350), and

The IRAS will consider the “subject ro tax” condition as met whep
company's audited accounts for rhe financial period ending in'th
year when the dividend is received in Singapore show a positive
expense, excluding any deferred rax expense. This method worild
portfolio investors (ie “having less than 100% ownership in th,
company”, as stated in the TRAS e-Tax Guide).

Other methods

The taxpayet can also choose any other method if he Can-.pr('}:

‘ntroduction of FTC pooling basis from YA 2012, it is possible thar
satisfactorily that the “subject to tax” condition has been met.

& jtems of foreign income satisfy the conditions .for FT(.: Pooling bur
. 'e. rem satisfies the condirions for s 13(8) exemption, cljalmmg s 13(8)
i1on one irem but credit mechod (source-byjsource basis) on the Othe}:
Y'.result in a higher tax payable than claiming FTC pooling on bat

see 714365 and Examples 6 and 7).

(See IRAS e-Tax Guide “Tax Exemption for Foreign-Sourced .-iﬂ'c_
published on 31 May 2013.)

The headline tax rate of a foreign country refers to the highest cg
prevailing in that country. It is not necessarily the actual rax rate. i,
foreign income by the foreign country. As long as the headline tax rate
country is at least 15% in the year rhe specified foreign incosne

Singapore, that foreign income would sarisfy this condition for the s 15(8}

sident petson who intends to repatriate from any country any foreign
oes ot qualify for rax exemption under s 13(8) can apply ro the

ill or partial rax exemption on the foreign income. The Munst;r may
! ' . ’ i I i i . . . . . rrl
Some foreign tax jurisdictions may have special tax legislation {apart licacion if he is of the opinion that the repatriation of the foreig

legisiarion) rhat impases rax on the specified foreign income. Whe auld help to promote or enhance the economic or technological developmeﬁ
foreign income received in Singapore: ' 13(12)). Alcernatively, he may grant a concessionary rate of rax on the
{a) is chargeable to tax under the special tax legistation o
jurisdiction char is independent of its main tax legislation

instead.

o representations from the business community regarding the.difﬁcult}es

Sthe s 13(8) “subject to tax” condition, che IRAS has set out .s{x scenar.los |
the s 13(12) tax exemption may be granted on‘thle specified foreign i
ved in Singapore if the following conditions are satished:

(b) che special tax legislarion imposes tax at a race lower than the

applicable to other companies in that jurisdiction undef
legislation, and

{c) the applicarion of the lower tax rate is not pursnant to a cax incen
for carrying out subsrantive activities in thac jurisdiction (g

legislation enacting incentives for income derived from
manufacturing acrivities in Special Economic Zones), :

payer must be able to track che source of income

is no round tripping of jocally-sourced income via the overseas

o i'_nent, and
the IRAS has clarified char the headline tax rate for s 13(8) exemption:pitp

i ' 1 i islation 1 % i in Singa is not a shelf company.
be the highest of the rares stipulaced in the special tax legislation instead axpayer receiving the income in Singapore 15 00 pany

(See TRAS e-Tax Guide “Tax Exemprion for Foreign-Sourced Tncom

dreign income received in Singapore by a raxpayer does not fall within any ‘
published on 31 May 2013.) :

._scenarios, the taxpayer can still make an application under s 13(12) giving
hy'exemnption should be granted. Such a taxpayer ceuld be a company or a
sstructure registered business trust (RBT)} (see also the 2014 Budggt
emient below). The IRAS has indicared that eXempLion Would be granted if
ation of such income would generate economic benefits for Singapore.

This third condicion for the s 13(8) exemption o apply may, ar first sight, 4p
be redundant. Isn't exemption always beneficial to the Singapore resident
answer is no, for at least the following two reasons:

v 6 Tax Guide “Tax Exemprion under Section 13{12) for Specified. Scenarios’,,
ate Investmenr Trusts and Qualifying Offshore Infrastructure Project/Asset |
ublished on 19 June 2015.)

(1) Under some of Singapore’s tax rreaties, a Singapore resident persoil i
for tax exemption or reduction on income arising in the countryio
if that income is received in Singapore and subject to tax:iit
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Incentives undérthe | or the Inceme Tax Act

When a company transirs inro or applies for its firse ?S{'- i
compute an initial QB, which will be the predetermined . :
applied to income from ST acrivities. The resulting QB amgij;
for the 10% tax rate but will be taxed at the normal corpozage
15 based on rhe income from three YAs prior to the commera
activities.

PP oved financial institutions licensed under the Securities and Futures A.cr
- 289, 2006 Revised Ed) that. engage i.n le>ndm%g as part of their
eoulared activities of dealing in securities in Singapore {such as
- estment banks).

mption covered by the enhancements also applies to:

cits Hable to be made during the period from 1 April 2011 to 31 March

The following companies rhat have been granted the FSI awatds ., contracts which take effect before 1 Aprii 2011, and

5 . the coalifoi - _ .
to the QB, ie all their income from the qualifying activities 15 fa; its liable to be made on contracts which take effecc on or after 1 April

sl March 2021.

AVestmy « wirh a deadline of 31 March 2021 applies for che enhanced scope of

— companies with the FSI-HQ Services award, and

— companies engaged solely in fund management or
services.

The qualifying FSI activities and criteria given in the MAS Circular B
(Derails of Financial Sector Incentive (FSI) Scheme) dated 1 April 2003
the paragraphs below. See the Income Tax (Concessionary Rate of T
Sector Incentive Companies) Regulations 2005 for the prescribed qial
and deduccion of losses.

is to be made from 17 February 2012 to 31 March 2021 for contracts
dy in force before 17 February 2012, and

ats arising from concracts effective on or after 17 February 2012 to 31
021,

sstablishments in Singapore, however, are required to declare such

Wich effect from 1 Januvary 2011, the 3B has been removed and the:
rare of 10% under the FSI-ST award has been changed in randem to
qualifying activicies has also been updated. These changes were incrod
the rules of the FSI scheme and lower compliance costs for the financia

their annual income tax returns and will be assessed to rax on such
nless specifically exempted from rax.

approval under any Act of Parliament administered by the MAS,
Approved banks gazetted under che Act enjoy WHT exemprion on iiie
qualifying paymenrs made ro their branches or other banks outside Si
remission for inter-bank/inter-branch payments granted under s 92()
enjoy various WHT class exemprions on certain payments made to o
residencs relaring to specific transactions {eg payments relating to:
(OTC) financial derivatives, structured products, securities lending, et

institution approved as a Finance and Treasury Centre (FI'C) under s

To facilitate access to a wider range of funding sources for their lendi
strengthen Singapore’s position as a regional funding centre
enhancements came into effect on I April 201 1:

{(a) The WHT exemption is granced on interest and other quali
falling wichin the ambir of 5 12(6) made to all non-resident petson
permanent establishments (PEs) in Singapore) if the payments:ate m
purpose of their trade or business, and :

{b) The WHT exemption is exrended to: B
® Danks licensed under the Banking Acr (Cap 19, 2008 I

a trusc scheme

Revised Ed)

: e 13 2 P bretgn ac f charitable purpose trust scheme
@ finance companies licensed under the Fiaame Companies: s Ign accoudlt o purp

2011 Revised Ed), and d-'management incentive schemes
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The MPA will release further derails of the changes to the MSI. SRS
MSI-ML (Ship} awards by June 2016.

$18-205  Approved international Shipping ?émzaépsg-gs@

The Approved Incernational Shipping Encerprise (AIS) incentive Sche
residenc shipping companies which own or operace Singapore ships’

and

Maririme and Port Authotity of Singapore (MPA).
To qualify for the AIS scheme, 2 shipping company must:

@

@

5
e

The following income of an AIS is exempr from tax (s 13F(1)):;

Incentives under the pder the Income Tax Act

derived on or after 22 February 2010 from the provisions of ship
ment services to a qualifying SPV in respect of ships owned or operated

qualifying SPV.

énging charge arises on rhe disposal of an approved floating production
ading ship or an approved floating storage offloading ship, a portion of
&

ured using a prescribed formula will be exempt from tax (s 10(5)).
approved ship-leasing companies, The AIS scheme ig admji mp

ion is granted for an initial period not exceeding 10 years and may be
“another 10-yeat period for a maximum 20-year period of incentive. .With_
5007, shipping companies may apply for a third AIS incentive period of
enjoying a maximum period of 30 years of the incentive. As announced

be a Singapore resident company
- @ sgaihicant shipowner nd flec operator of foreige Ships . Budget, shipping companies may apply for a fourth AIS incentive period
This means chat a shipping company can be granted che MSI-AIS award
am cenure of 40 years subject to conditions. Application is to be made t

have direct artributable business spending of at least $4m o a yea
and

have at least 109 of its fleet (or a minimum of one sh;p -
Singapore.
ing the amounc of income of an ATS, wear and tear allowances are to be
ccount even if no claim has been made by the enterprise. The allowances
off against income qualifying for che 10% concessionary tax ra.te. Any
A allowances cannot be deducted against other income. However, if at che
i exempt period there are unabsorbed allowances, these allowances can be
gainst other income for the YA relating to the basis period in which the
IEXPM’ES and for any subsequent YAs, subject to the usual continuity of

income from the cartiage of passengers, mail, livestock or goodg
Singapore pore limics by any foreign ship

income from the charter of any foreign ship to a non-resident of
another AlS, for the carriage of passengers, mail, livestock g

Singapore port limirs ets and same trade tests (s 13F(3)).

income from the cartiage of passengers, mail, livescock ot goods

' i ; dcurs a loss during the tax exempt period, rhe loss cannot be deducted
ship to Singapore solely for the purpose of rranshipment

othei income. However, any loss which remains unabsotbed at the end of the
eriod is available for deduction against other income for the YA telating
period in which the exemprion ceases, and for any subsequent YAs,

income from the operacion or charter of an approved floating pi

oftloading ship or an approved floating storage offloading shi

YA 2000) ¢ usual concinuiry of shareholders test (s 13F(4)).

income from the towing or salvage operations cartied out by ity M
outside Singapore port limits (effective from YA 2003) clause for this categoty has been extended from 31 May 2016 co 31 May

~ - enc).
income from che charter of any foreign ship to any perso Budget announcement)

salvage operations conducted outside Singapore port limits (eff"
2003)

income from the operation of any dredger, seismic ship or aniy:vesse
offshore oil or gas activity ourside Singapore port mirs (effec
2009)

income from the charter of any foreign dredger, foreign seismic shi
foreign vessel used for offshore oil or gas activity to any pers
dredger, seismic ship, or vessel is used by che person for ap
Singapore port limics (effective from YA 2005)

0. Maritime Finance incentive

me Finance Incentive (MFI} scheme came into effect from YA 2007. It is
ncotrage the development of ship financing activities in Singapore. The
is granted from 1 March 2006 to 28 February 2011 for a per1od .not
10 years. To furcher support Singapore’s development as a mantme
ub, the expiry date of the MFI has been extended from 28 February 2011
f'ch 2016 and as announced in the 2015 Budger, to 31 March 2021,
applying for che MFI during the period from | March 2011 to 31 March
 dates inclusive) will be given approval for a period of not more than five

W(4A)).

income from foreign exchange and risk management activicies

out in connection with and incidental to qualifying activities (cffe
YA 2009, and

a18-505 @ 2016 CCHASI
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dance and Evasion

: the buyer 1n effectual and constant control of the seller?

¢ the loss incurred in che course of che trade of the raxpayer?
In deciding whether an arrangement is caught by s 33, the Comp

) ] ‘the purchaser have any options in rhe rransacrion conremplated?
consider, among other things: :

several Singapore and Malaysian cases on artificial transactions. Four of the

@ whether artificialicy is present . .
W ety 8 p porant cases are summarised below:

@ wherher various intermediaries or transacrions have been interp()s'g
Fstates Ltd

:;a,ysian case CIT v AB Estates Lrd {1950-1985) MSTC 95; (1967 1 MLJ 89,
er company acquired a rubber estate and leased it to a subsidiary for a sum
the fair renral ar rhat rime. The Federal Court held thar che lease was not a
i in the ordinary course of business and consequently the transaction was

avoid tax, and

@ whecher rransfer pricing has occurred.

The primary test is whether there is commercial justification for the trafgs

The Comprroller has stated chat the legislation will not introduce a tax [jakj|

none already exists. Examples of transactions which will not be caught b; The rransaction had not been motivated by economic consideration and was

atural and artificial.

@ unremitred foreign income from deposits with an offshore bank
would be taxable if it arose from an onshocte bank deposic with
bank in Singapore)

eneral of Inland Revenue v LD Timber Sendirian Berhad

wGeneverl of Inland Revenne v LD Timber Sendivian Bevbad (1978) | ML] 203,
er signed two agreements on the same day: one for timber extcaction and
for the sale of rimber and the execution of cettain works on the same day.
sention was to separate the income derived from the extraction of timber from
me from the sale of timber with the result chat che company would escape
for timber profit tax on the income derived from che sale of the timber but

® an employee who is provided with housing accommodation instead ol
given a housing allowance (before year of assessment {YA) 2015}

@ individuals and companies granted tax exemptions and concessig
incentive schemes, and '

® pioneer companics which have incurred losses or low profits if ¢k imber extraction fees.
pioneer activities may set up separate companies for these acrivithe
being caughr under s 8(3) of the Econormic Expansion Incentives {Retie

Tax) Act {Cap 86, 2005 Revised Ed) which specifies thac if the profi

ysian court applied che test in Newron v FC of T (1963) 109 CLR 9;
958) 7 AITR 1, ie if che transactions are capable of explanation by reference
v business or family dealing, without necessarily being Jabelled as a means
ax, then the arrangement is not caught by the tax-avoidance section. It was
at'the arrangement adopted by the company had been an ordinary business

from the non-pioneec activicy, that profic will be deemed to be 5%
sum so receivable and the pioneer income will be abated according

40f 1970

gapore High Courr case Appesl No 4 of 1970, the taxpayer company was
i developing land. A plot of land was purchased by the taxpayer company
old to a company, which had been formed by the managing director of che
The managing director paid for the plot with money loaned to him by the
‘ompany. The instructions for the sale and purchase of the ploc had been
ithe managing director in his capacity as managing director of both

said to be artificial. Such a transaction takes the shape of an arrangenter
which cannot be fairly regarded as being a transaction in the relevant teade

" The ctransaction berween the taxpayer company and the managing
ompany was disregarded as atrificial and the raxpayer was assessed on the
sarising from che cransaccions.

ngapore case AQ0 » CIT (2011) MSTC 450-002; [2011] SGITBR 1, the

taxpayer? eview had to decide if the Comptroller was correct in applying s 33 to a

@ Was rhe transaction merely one to secure a rax advanrage? arrangement.
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ennces Tax

COMPUTATION OF GST

ether he has legal obligations to make payment or payment arrangement for
Js and services (eg the third-party supplier’s tax invoice is issued in rhe

name)

§21-300  Computation of GST

GST is chargeable on the value of supply. The applicable GST 'rat
rated supplies, and 7% for standard-rated supplies from 1 July 2007

ther he has the authoriry to alter the nature or value of the supplies and
decisions on the value of expenses to recover

: i ird-p i d
Two relevanc concepts, ie the value of supply ([21-310) and the er he is rhe only party known to rthe third-party supplier, an

(§21-320), are addressed below. For the concept of “value ofimports" cher he owns the goods.

121-310  Value of supply

The value of a supply of goods ot services is determined as follows
@ If the supply is for & consideration in money (s 17(2))

o cquwred the transport services as a principal in its own capacity and is legally obliged
thie transport service providers. The firm received and used the transport services
‘the course of performing its work. Hence, the recovery of these expenses from the
5 reimbursement (part of the value of supply of services).

The value is such amount as, with the addicion of the tax chargea
the consideration, ie

Value of supply + GST = Money consideration

@ If the supply is wot for a consideration or is for a considevation not:egn chould therefore include the transport fares in its billing to the client for the audit fee.
wholly consisting of money (v 17(3)) '

Value of the supply 1s its open matket value (OMV), ie
Value of supply = OMV

® Where o supply of any goods or services is not the enly matter to which

) i i i its client’ f for late fili
money relates (s 17(4)) spistered corporate secretarial company pays a fine on its client’s behalf for late filing

L retuims required by the Accounting and Corporate Regulatory Authority (ACRA). The
The supply is deemed ro be for such parr of the considerarion s subsequently bills the client for the supply of corporate secretarial services.

attriburable ro ir. contrast to Scenario 1, the company should exclude the fine paid on the client’s
The value OF a Supply includes taxes and dlltiES SLlCh as entertain’men S: itisa disbursement) in its billmg 1o the client for the corporate secretarial {ee.

duty and cess, but excludes stamp ducy.

erails and useful examples illuscrating the IRAS’ position, see IRAS e-tax
§T: Guide on Reimbursement and Disbursement of Expenses”, published

Redmbursement varsus disbursamant
In some situations, it may not be clear whether a recovery of
reimbursement (ie it forms part of the value of supply and therefore attric

disbursemenr (ie it does not form part of the value of supply and therefor _
artract GST). : . parkes? value [OMY)

/ is the GS8T-exclusive price thac the goods or services would ferch at that
hen they are supplied between two unrelated persons (s 17(3)). This price is net

IRAS’ position from T July 2073

From 1 July 2013, the IRAS treats a recovery of expenses as a reiml

GST-registered trader has incurred the expenses as a principal, and as:a.d
ance provisions apply to supplies between “connected persons” (Third

“In such instance, the CGST may direct that the value of a supply be taken
MYV where:

supply is made for a consideration in money

if the trader has incurred the expenses as an agent {ie on behalf of anoth

The manner of invoicing (eg showing such expenses as a separate itemon
is, by itself, insufficient ro determine the GST trearment of those item

The IRAS also states that generally, the trader is acting as a poincipal i
goods or services if he contracts with the supplier in his own name ofig
contractual relationship is not clear, the following indicators can be'us
to determine whether the trader is acting as a principal (as opposed to

onsideration is less than the marker value of rhe supply
supplier and rhe customer are connected, and

e supply is a taxable supply, the customer is unable to recover some or all of
® whecher he bears the contractual liabilicy and assumprtion of resporlslbl
risks

tax chargeable as inpuc tax (eg if the customer is not registered for GST, or
artially exempt) (Third Schedule, para 1).
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