e from Trade, Business, Profession or Vocation

m Income from Trade, Business, Profession or Vocati

start trading or do business. For the presumption of business to arise, a company musy
be involved in “business activities” and the intention to do business must be gleaned
from the activities as well as from the Memorandum of Association.

ived trade source income in Singapore. As a matter of fact, however, in many
cions, a non-resident person thac has a PE in Singapore is also trading in
]

Professmr.I o . ) ithin the s 2(1) definition of a PE:
A “profession” involves an occupation requiring either purely intellectual skill or any

manual skill controlled by the intellectual skill of the person (IRC v Maxse [1919] |
KB 647, 12 TC 41). However, the term “profession” is to be distinguished from an
employment that requires the exercise of professional skills.

a mere purchasing function in Singapore of a foreign entity, and

' stocks of goods warehoused in Singapore for delivery bur no trading acrivities
~ are carried on in Singapore.

T+ follows from this IRAS clarification that a non-resident person can have a PE in
ore without any exposure to Singapore tax.

For example, a doctor who is employed by a hospital is regarded as exercising an
employment and his income therefrom is taxable under s 10{1)}b). By contrast, a
doctor who runs his own clinic would be regarded as exercising a profession, the

e the non-resident person is resident in a country with which Singapore has a tax
income from which is taxable under s 10(1)a).

treaty, the treaty definition of PE must be borne in mind. In this context, only the

w profits thar are atcriburable to the PE in Singapore of the treaty-resident

;,. on are liable ro Singapore tax. In the typical treaty-country scenario, the non-

dent is no ed to have a PE in Singapore merely because it carries on business

] ﬁggpo ugh an independent agent thac is acting in the ordinary course of its
own b '11‘ when acting on behalf of the non-resident (for derails, see 14-520).

Vocation

The word “vocarion” is analogous to “calling”, meaning the way in which a man
passes his life (Partridge v Mallandaine (1886) 18 QBD 276; 2 TC 179). In thar case, a_
bookmaker who accepted bets was held to be carrying on an organised vocation.

ors that the Comptroller may consider in determining whether or not a non-
t person is trading in Singapore (ie has part or all of the rrading income
ded as derived from Singapore) through an agent include:

94-400 “Trading in” versus “trading with"

For trading income to have a source in Singapore, a person has to be trading in
Singapore. By contrast, a person who is frading with Singapore is not subject to

Singapore tax as the source of the trading profits would be outside Singapore. " (a) Does the agent accept orders in Singapore on behalf of the non-resident person

or does the agent merely transmit the solicited orders to the non-resident for

It is a question of fact whether a non-resident person: =
% e the larrer’s acceptance abroad?

1) 1 i ith h in) Si "
@ psriaeiog chviuoes pemo ia) Singapdre, of (b) Are the goods sent directly to the buyer or to the agent for delivery to the

(ii) is rrading in Singapore on its own account or through an agent. e

If an agent regularly contracts for the sale of goods in Singapore on beh ¢ non-
resident, the non-resident may be regarded as carrying on a trade in Singdpayre.

If, however, the agent in Singapore is involved merely in solj orders in
Singapore on the non-resident’s behalf and the orders are the to the non-
resident for acceptance in his home country, the non-resident wilh not be regarded as
trading in Singapore.

-—,_(c} How and where are the payments for the goods made?

(d) Does the agent maintain a stock of merchandise in Singapore belonging to the
non-resident from which he makes deliveries in respect of the contracred sales?

Electronic commerce

In the context of electronic commerce (e-commerce), the IRAS regards a server merely
as a communication tool and has stared thar the mere presence of a physical server in
Singapore will not amount to a PE. The IRAS will look at the extent of the company’s
business activities in Singapore to determine whether a company doing business
through cyberspace is trading in Singapore such thar its trading income is liable to
Singapore tax. For this purpose, a server is taken to be a device upon which e-
commerce applications may be sited or run from to allow e-commerce to take place. A
server would usually include the computer hardware and its operating and basic
application software. The IRAS has also given its views on the taxation of the income
from certain business models, based on various assumptions. These assumptions
include whether the company’s business operations are in Singapore, and where the
website is hosted.

ESBE IRAS e-Tax Guide “Income Tax Guide on E-Commerce” (3rd Ed), published on
23 February 2001.)

The presence of a purchasing function alone does not constitute trading in Singapore.
However, the place where sales or contracts for sales are made may have rax
implications. If a non-resident person consigns goods to a Singapore agent who agrees
to sell che goods on cerrain rerms and to account to the non-resident for a proportion
of the sale proceeds, the non-resident may be regarded as trading in Singapore.

Generally, a contract is made where the act of acceprance takes place. Where a written
contract does not exist, acceptance is in the location where the services are performed
or where the goods are delivered. In broad terms, where a non-resident sends goods to
Singapore on a cost, insurance and freight (CIF) contract, the goods are considered as
delivered in Singapore; where goods are on a free on board (FOB) basis, they are
delivered at the port of loading, ie outside Singapore.

As set our in Y2-800, the question whether a permanent establishment (PE) exists in
Singapore is in principle separate from the question whether the non-resident person

14-400 7 © 2014 CCH Asia Pte Limited Singapore Master Tax Guide Handbook 94-400



Other Sources of jng _urces of Income

Continuing source concession

'@mAaMmmuamymﬂr&mmimmmm

h i i bl th i 1
Where the rental income is taxable under s 10(1)(f), expenses thar are incurred dug L B e deckictble sgains the rental) frvi B.

a vacant period becween two periods of tenancy (eg repairs) or related to the y
period (eg fire insurance premium) would, stricly, not be deductible in calcylas
the net rental income for that year. This is because each tenancy is regarded ;
separate source of the income and any expenses incurred during the vacane !1__);:-
would not be deductible (see Chapter 7 ac §7-100f),

<ic concession
cental income is taxable under s LO(1X£), the rencal income or loss from
1y is in principle determined separately. The Act dnes.‘ not allow the set-off
j(ﬂ rental loss from one property against the s 10( 1)(f) income from another

In pracrice, the IRAS adopts a continuing source concession under which the gk ;
or any other income.

types of expenses are allowed a deduction against the gross rental income. It
that the concession applies so long as a subsequent tenant is obrained, which
later in the same year or after the year-end. The source of rental income is d .
treated as if it were “continuing” throughout the year. The concession does not produces rental income of $4,000 but property B produces rental loss of $1,000,
if a subsequent tenant is not found and the property is sold after a period of vacs y.

Where a property was continuously vacant for a period of at least 30 days or g
calendar month on or before 31 December 2013, a landlord was able to claim a re
of the property tax for the vacant period if he met some conditions. If the vag
occurs on or after 1 January 2014, a property tax refund is no longer available
IRAS e-Tax Guide “Property Tax: Removal of Refund of Property Tax on Unoc
Buildings”, published on 26 November 2013). This tax change reflects the g
that property tax, being a tax on wealth, is to be levied on the ownership of propers
regardless of whether it is occupied or vacant (Ministry of Finance’s letters dated |
December 2013 and 23 December 2013 to the Straits Times). Under the continuing
source concession, a landlord would therefore be allowed to deduct property tax
two-month vacancy in 2014 (as he would have incurred that expense, it being nor
refundable) but not property tax for a two-month vacancy in 2013 that w
refundable. 3

rice, the I dopts the block basis concession. Under this cnncessiur‘z, the
Xf) rencai rcome or loss from all rencal properties of the taxpayer will be

ed +G Wetermine the overall net rental income or loss for that year. The
of yroperties refers to rental-income-producing properties. If a net fenta.l loss
&ér applying the block basis concession, it cannor be set off against DEhE[
f income for the same YA. Nor can it be carried forward for set-off against
ratutory income of a future YA.

that from YA 2005, in the context of husband and wife both having rental
e, a spouse is allowed to transfer a rental deficir to the other spouse, ie the rental
cit of the transferor will be ser off against the rental income of the transferee (see
, IRAS e-Tax Guide “Change to Assess the Income of a Husband and Wife as
ate Individuals”, last revised on 1 December 2011, and Chapter 12 at

00ff).

Subsequent tenancy concession \&’

Where the rental income is taxable under s 10(1)(f), each tenancy is;%mme SOLIEE
of rental income. Expenses incurred to secure a tenant each time (eg advertisin
expenses or housing agent commissions) are therefore not deductible because the
incurred to acquire a source of income; in other words, they are capital in nature (8
Chaprer 7 at 7-100ff). In practice, the IRAS allows a deduction for expenses incurred
to secure a subsequent tenant.

t properties A and B were rented out for the whole year and that the rental was a
) source of income. Property A was vacant for the period 1 June to 31 July; the net
from it was 527,000 after applying the IRAS continuing source concession.
B was let out for the whole year, and the net rental loss was $38,000.

m below, the block basis concession will give a more favourable result to the taxpayer
Subsequent property concession

As explained above, expenses such as agents’ commissions, and advertising and legal : R

expenses thart are incurred for getring the first tenant in respect of each property are ot 2Lag ey
not, in principle, deductible. As a concession, however, the IRAS allows deducrions 2 disregarded EE‘@E
for such expenses against the rental income if the rental property is a subsequent al income/(loss) ___27.000 Lty

property (see “Rental and Net Annual Value (NAV) expenses” found in the sectiol

resultant rental loss of $9,000 is a s 10(1)(f) loss and therefore disregarded for tax
“Individuals (For locals)” on the IRAS website at www.iras.gov.sg). il

6-640 © 2014 CCH Asia Pte Limite , ingapore Master Tax Guide Handbook f6-640
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taxpayer. Some common bases of allocating total head office expenses to a Sipg
branch are:

a  Other miscellaneous expenditure

 encement and incorporation expenses _
2 -l before the commencement of business are not deductible. Note that
allows, as & concession, a deductiun_ for certain pre-commencement
- incurred in the context of a trade or business (see §7-340).

® gross profits or turnover

® net profics (using this basis, no expenses will be allocated to the branch |
branch is operaring at a loss), and '

- consists of a continuous process of several activities and each one of clhe_m
Cﬂ-ﬂf‘m} the business, the business commences when an essential activity
is st:arfed, and not necessarily when the business is established (CIT v
ment and Chemical Industries (1973) 91 ITR 170; (1975) ITR 502).

incurred on the following activities are not deducrible if cthe business has not

® toral asset basis using the formula:

Total Singapore branch assets x Total head office expenses for branches
Total head office assets

17-670 Taxes paid

The Act specifically prohibits the deduction of:

cion of feasibility reports

atiomof project reports, and - i

] market surveys or aother surveys to gauge the viability of the
® amounts paid or payable in respect of income tax in Singapore or tax on ing i d business.

(by whatever name called) in any country outside Singapore (s 15(1)g)) Farih expenses are not deductible. Examples include:

egal charges for drafting of Memorandum and Articles of Association

® amount of GST paid or payable by a taxpayer who is required to register ug £ . it il B, T b A

the GST Act but has failed to do 50, or who is entitled to credit the amg i) | _fm_' printing of the first/initi

GST payable as an input tax (s 15(1xXh)}, and e ation
. es for company registration N
' ¢s relating to the issue of shares or debentures, underwriting commission or
Bl erage, and
® charges for drafting, typing, printing and advertisement of the prospectus.

1L

® amount of outpur tax paid or payable under the GST Act thar is borne b
person registered as a taxable person under thar Act (s 15(1)(m)).

Property tax and other levies

an” i nce
Taxes paid upon any property (land and buildings) that is ‘}Q\”he p L el

producing income will be deductible under the general dedué :0ntormula, W

rermining whether keyman insurance premiums are deductible, the IRAS has
the following: | - )
® The onus is on the company to show that the life insurance policy was bought
A i if profits were lost as a result of the
to secure compensation for the company if profits !
‘death of the insured. The policy must remain the property of the company, ie

income is derived in respect of a vacant property awairi lopment, any tax
quit rent paid thereon would not be deductible. Property is levied on the ann
value of a property.

Levies and dues such as import/export duties, renewal of licence fees, surchargﬁ,. -

the benefits under the policy should not be assigned to the insured or to the
i are deductible. | e
| ® The insured must be a key person in the business of the taxpayer. The company
' Stamp duties [

‘must show that the insured possesses special qualiﬁcations,_ and that the loss of
the insured would significantly affect the company‘s bus.me?s. It must sh:hw
thar the insured’s special qualities have been inﬂ.[a-.llll'l bringing profits to the
~ company. Professional qualifications, spiecial abllit-lﬁs, perscna] cc:{mecuons,
business acumen and experience may qualify as “special qualifications”.

® The capital sum insured must be directly related to the profics fit_rljil?utabfle :ln
the services of the insured. Reference is made to !:he I‘ESPODS]IJ[I{HES of ¢ Ede
insured for the company operations. The responsibility could be prime, shar
“or contributory.

Generally, stamp duty incurred in respect of a capital transaction is not deductit
Conversely, if it was incurred for a revenue transaction, it is likely to be dedu
For example, stamp duty charged on the conveyance of land is not deductible if
purchase or sale of land is a capital transaction. Stamp duty levied in respect of a
tenancy agreement is not deductible if it is of a capital nature. Any stamp duty
on the renewal of a tenancy is, however, deductible by concession. A similar trea

is accorded to stamp duty levied on a loan agreement taken for business purposes af
to stamp duty on renewal of che loan.

97-670

' ki -680
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Capital Allguw

The amount of AA that the purchaser is enticled to is the higher of:

(a) the ROE divided by the number of YAs for which the purchaser is, or p
entitled to AAs ending with the 50th year after the year in which the by
or structure was first used: |

.t for YA 2006 and following YAs is the greater of the following:

% $2,000,000'= $46,512
§2,000,000 = $60,000
2006 and subsequent years would be $60,000.

ROE X 1

Number of years from first YA for which purchaser is
entitled to AA up to 50th year after building first used

(b) 3% of the ROE after the sale.

The toral amount of AAs allowed to a purchaser of an industrial building or sy e
cannot exceed the amount of the ROE immediately after the purchase. |

The ROE is essentially the qualifying expenditure that has not yet been allg

deemed allowed. “Residue of expenditure” is defined as the amount of
. expenditure incurred on the construction of a building or structure reduced by
' made, any AA made and any balancing allowances granted; and increased
balancing charges made (s 18(8)). For any year in which no IA or AA has been g

notional allowance equal to 3% of the expenditure is to be written off in calculary
the ROE (s 18(9)).

Balancing allowance and charge :
ing adjustment can either be a balancing aﬂowaqce (BA) or balapr:u;g
~. It has to be calculated when any of the fol.lumr{g events occur in the
ol -for the YA while the building or structure is an industrial building or
. or after it has ceased to be one (s 17(1)): : :
" the relexantinterest in the building or structure is sold — the time of sale is
detershined by reference to the time of completion of the sale

the
® o leasehold relevant interest comes to an end (except for cases where
d{ ination occurs as a result of the lessee acquiring the freehold interest), or
L 2T

N the building or scructure is demolished, destroyed or ceases to be in use
- altogerther. | :

any of these events occur, the ROE of the building or structure immediately
&1: event is compared with any receipt (RC) arising therefrom (eg sale or

Applying the s 18(8) definition of “residue of expenditure”, the expenditure of a ug
(second-hand) industrial building to the purchaser generally works out to be the g
of construction or the net purchase price paid, whichever is the lower. For exam
the purchase price of a second-hand building or structure is $5m and its origin

of construction is $2m, the ROE immediately after the sale will be $2m. This . b proceeds, insurance or compensation monies).

amount to which the formula in s 16(5) is applied to calculate the AAs B e wiicre the BC is greacer than the ROE (s 17(5)). The BC represents;

e of excess CAs granted and is deemed ro be income under s 10(4) an
[ ore subject to tax. However, the amount of BC is restricted to the toral amount
r and AA that the person has been granted on the building or structure (s 17(6)).
i: Ermmple 4 Q" . BC restriction rule in effect excludes capital gains from income taxation.
| A T R sy & ity i o \i“ 1998, the other hand, a BA will arise where the ROE is greater than the RC (s 17(4)).

: n
building was first used in 1998, initiat and annual IBA would have been granted in YA 1999 tially, a BA is a kind of CA granted to the taxpayer whg had ;l)rfvllggiiﬁe
The 50th year after its first use will be 2047 and the last YA in which IBA could be g : nted less CAs (IA + AA) in rotal than his net expendirure (ie cost less
YA 2048. The building was subsequently sold to L Ltd for $2.8m in the year 2013. Both K.
and L Ltd close their accounts on 31 ;

Purchase by L Ltd on or after 1 january 2006 o
As L Ltd had purchased the building in 2013, L Ltd's AA entitiement for YA 2014

subsequent years would be based on 3% of the purchase price of $2.8m, ie $84,000, The
50-year restriction does not apply to a purchase made on or after 1 January 2006.

Purchase by L Ltd before 1 January 2006

Now assume instead that L Ltd had purchased the building in March 2005 for $2.8m and
the ROE for the building immediately after the sale was $2m. Because the 50-year rest
rule applies, L Ltd would be able to claim AAs for 43 years from YA 2006 up to YA 2048.

mple 5 illustrates the BA and BC concepts.

; ‘building used for a
3C incurred $1, s.mﬂmﬂnmmmufabmldm_matwas-, d for a
:cscﬁiny;carﬁps:}gwt:haddamdus'nmn_eyaarbesoreammbmﬂgm
POR. Assume the sale price of the building (excluding the cost of land) was as

: - 8-150
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(5) Calculate the chargeable income after

under: deducting the EXEMPE amgy, £

& available ro a company are as follows (conditions apply):

the current year unabsorbed capital allowances to a claimant company
group relief (upon election, see §9-500)
back any current year unabsorbed capiral allowances up to a specified
¢ for set-off against its assessable income for the immediate preceding
on election, see §9-700), or
forward any remaining unabsorbed capital allowances to future years (s
-
che carry-forward relief is mandatory. If, for example, there is taxable
o« YA 2013, the person cannot elect to urcilise his unabsorbed capital
pnly in YA 2014.
of the unabsorbed capital allowances is subject to two conditions:

(i) the parrial tax exemption scheme for

92-850), o existing companies (54

(ii) the enhanced rax exemption for new companies (s 43(6A)) (see -

[In che case of an individual whe ; i

' ho is resident in Sin i o
. : gapore, 5

;u:i-:}mr.t is the amount of his assessable income (arrived at inhlss N

educting personal reliefs (see Chaprer 12 ar f12-100f) e

(6) Calculate the ! iabili
person’s tax liability b lyi
chargeable income calculared in Step ;’ R S 4

(7) Wh
‘Where the person (usually a company) qualifies for foreign tax credis on

l{r;-{::]c:lr?: rec;ved in Singapore, calculate his ner rax liability (net tax
ing the amount of foreign rax credi
6 (sce Chaprer 142 J1d-1008) o e amount caleulredd fo

B rwan

y continues to carry on the same TBP in respect of which the
antes arose (ie the “business continuity™ test), and

* is no substantial change in the company's shareholders and their
areholdings as at the relevant dates (ie the “shareholders’ continuity’ test).

e of the need to determine whether condition (2) is satisfied for purposes of the
rward, the company has to keep track of the YAs to which the unabsorbed

79-100 Unabsorbed capital allowances

The tax trea i i
tment of capital allowances in calculating staturory income is

Y8-500. This paragraph discusses the tax trearment where there is an excess

allowances over the income of the TBP in respect of which the allo

granted. The excess capiral all i ]
e b ug} a owances must be set off against the total amou

sources for the year preceding the YA, as illus

Example 1. | allowances relate (see 19-400).
2 proprietors and partners
Example 1 options are available to a sole proprietor or a partner whose gains or p_roﬁts
ABC Company — Income Tax Computation able for any YA are insuﬁi::ien.t.m fully set off the capital allowances available
\\ YA. They are as follows (conditions apply):
,&’ ) transfer any current year unabsorbed capital allowances for set-off against the

Tax adjusted profit — s 10(1)(a) \é\, spouse’s assessable income for the same YA (see §9-600)

L&capftalalmces 2) carry back any current year unabsorbed capital allowances up to a specified
Prior year's capital allowances 17.000 amount for set-off against his own assessable income and/or his spouse’s
Current year's capital allowances 28'000 assessable income for the immediate preceding YA (see 9-700), or

_—

Excess of current year's capital allowances
Interest income — s 10(1)(d)

Net rental income — s 10(1)(f)

Statutory income

carry forward any remaining unabsorbed capital allowances to future years (s
23(1)).
carry-forward of unabsorbed capirtal allowances is subject to the condition that
sole proprietor/partnership continues to carry on the same TBP in respect of which
allowances arose.

"Note that the capital allowances of a partnership are allocated to the pareners in

Where a person’s gains or
profits chargeable f
geable for the YA are “accordance with the agreed profit-sharing ratio (see J11-210).

| the capital allowances available in that YA Nn——

; there are three opti i ;
taxpayer. These options are di paracely: ptions available to'the |
! swcnssed sepacately: "Business of hiring out motor cars or of providing driving instruction using
“motor cars
"Any capital allowances relating to the business of hiring out motor cars or of

providing driving instruction using motor cars can only be deducted from income

® for companies, and

® for sole proprietors and partners.

—_—

99-100 1
Singapore Master Tax Guide Handbook 99-100

‘ © 2014 CCH Asia Pte




e

ount, as at the end of the basis period for that YA, of any profits or gains
TBP or vocation from any YA to which he is entitled as a partner but
.k he has not, directly or indirectly, received (whether as a distriburion or a
from the LLP or otherwise).

Transfer of relevant deductions

A corporate partner of an LLP is allowed to transfer its share of CA, by
and/or donations (referred to in the Act as “rransferred deductions™) for
YA to a qualifying company under the group relief scheme (s 37C) ) .
provided the conditions in s 37C are sarisfied. A contributed capital will therefore not include any capital that the parcner

o contribute bur has not actually been contributed to the LLP.

Similarly, an individual partner of an LLP can transfer his share of CA, b
and/or donations for the current YA to his spouse (ie “transferred deductiong
s 37D "Transfer of qualifying deductions berween spouses” (see §9-600). |

The amount of transferred deductions cannot exceed an amount determ

must submit an independent valuation report for contributions of capital
him in the form of real property, shares and securities, or IP whose value
gﬁu,ﬂ{}ﬂ. For other types of contriburion in kind, a partner need not submit

follows: report unless required by Comptroller.
in a partner’s contributed capital
(A-8-C-D) - _
where A is the contributed capital in that YA 's contribured capital will be reduced by a withdrawal of capital that a
B is the past relevant deductions (ie CA and business losses) already allowe previously contributed to the LLP or a withdrawal of any portion of his

the partner ]
& is the relevant deduction for CA allowed to the partner in that YA, and.

D is the relevant deduction for business losses allowed to the partner in tha
YA |

ofits or gains of the TBP or vocation for past years that had not
withdrawn. A withdrawal includes a withdrawal by way of a
oan or otherwise.

"on of contributed capital occurs in any YA and the partner’s past relevant
ions exceed his reduced contributed capiral at the end of the basis period
' to that YA, the excess is deemed to be the partner’s income for that YA
le with tax under s 10(1)(g) (s 36A(5)). Concurrently, an equal amount will
cemed to be the partner’s share of the loss incurred by the LLP for that YA.
«d trade loss in excess of a partner’s share of LLP income for that YA can be
forward to subsequent YAs for set-off against his future LLP income.

Carry-back of relevant deductions

The carry-back scheme is effective from YA 2006. An LLP partner can carry by
current year unabsorbed CA and/or business losses for set-off against his
income of the immediate preceding YA subject to certain conditions (see 9

An individual LLP partner can also transfer his share of unabsorbed CA
business loss for the current YA to his spouse for set-off against che spouse’§ast
income of the immediate preceding YA (s 37F) (see 9-700).

"
The amount of carry-back deductions cannot exceed an amount dete%ned
*

IS

anding that tax is payable, such deemed income of the partner for that YA
subtracted from the partner’s past relevant deduction when applying the
-deduction restriction in subsequent Y As.

cation of the deemed income rule is explained in Example 5 in the case of

(A-B-C-D-E) on for YA 2013.
where A is the contributed capital in that YA Q
B is the past relevant deductions (ie CA and business losses) already allowed stment LLP
the partner

te an LLP is in the business of making investments, the tax treatment of s 10E
pply. The partner’s share of investment income from the LLP will be treated
income under s 10(1)a). Note that any deductions for expenses and
and any claims for CA will be restricted according to the provisions of

C is the relevant deduction for CA allowed to the partner in that YA

D is the relevant deduction for business losses allowed to the partner in that
YA, and |

E is the transferred deduction transferred by the partner in that YA

Determining a partner’s contributed capital S in LLP ownership and dissolution of LLP

The contributed capiral of a partner of an LLP for any YA is the aggreg

ne tax purposes, the admission of partner(s) into or the withdrawal of
following (s 36A(L0)):

5) from an LLP will not affect the rax status of the LLP. As an LPP has

(a) the amount, as at the end of the basis period for that YA, that the partm succession, there is no cessarion of the TBP or vocation of all the partners.

contribured (in cash or in kind bur not including any loan by him to the
to the LLP as capital, and has not, directly or indirectly, been drawn of
received back by him (whether as a distribution or a loan or otherwise), and

thdrawal of partner(s) will not result in the dissolution of the LLP. Whe{e a
withdraws from an LLP in a basis period relating to a YA, the withdrawing
i said to have ceased to carry on the same TBP or vocation.

911-420 © 2014 CCH Asia Pte im Bapore Master Tax Guide Handbook 11-420




_ ¢ Resident Individuals

m Taxation of Resident Ing;

handicapped spouse has. Up to YA 2009, relief could only be claimed for main,
a handicapped spouse or ex-spouse whose income, excluding maintenance or al;
paid by the claimant, did not exceed $2,000 in a year (the old s 39(2)(d)ii)). A

The handicapped spouse relief of $3,500 is allowed provided no other
claimed the aged parent or handicapped sibling relief (available under s 39(2)
39(2Xj)) in respect of that handicapped spouse. 3

1 child is over 16 years, he must be either—
j ceceiving full-time educarion at a university, college, school or other
educational institution
serving under articles or indentures with a view to qualifying in any trade
or profession, or
'@ incapacitated from maintaining himself by reason of physical or mental
" infirmity. ; ——
| rime education means that the curriculum of the educational institution
the child to be studying full time. The phrase “other e&uc'atmr_'-al
tution” is to be taken to mean one which is similar to a college, !Iamversw}r
school. Tuition by correspondence is not regarded as instruction at an
-arional institution, nor are private lessons in the home (Heaslip v Hasemer
(1927) 13 TC 212). '
" The child ¢ not have any income in his own right exceeding 154,0(}0
i 2,000 YA 2009) in the year preceding the YA. In computing the
‘ - chil i i holarships,
As announced in the 2014 Budger, the handicapped spouse relief will be increase - child's me for any year, any amounts received FEiatm‘i e,;a scTh inmf:e
$5,500 from YA 2015. EHQ'Qs or similar educational endowments are dxs:rega: . The
shreshold does not apply in the case of a handicapped child from YA 2010.
12-230  Child relief - ® The child must not have exercised a TBP or employment (other than serving
3 under articles or indentures) in the preceding year.

The child must be a legitimare child, stepchild or legally adopred child of the
::- 3 K . F

celicf can be claimed for the maintenance of an unmarried child outside
re as long as the above conditions are satisfied.

Where the taxpayer and his spouse are separated, the relief allowed will be tha
of $3,500 or the amount of payments made to the spouse in accordance with an.
or deed of separation. Additionally, the aggregate of the handicapped spouse g
standard spouse relief granted to a raxpayer cannot exceed $3,500 (pre 1

s 39(2)d)).

From YA 2012, the handicapped spouse relief is no longer granted to raxpaye
maintain their former handicapped spouses. Taxpayers who receive any alj
maintenance payments made voluntarily or under a court order or deed of
will no longer be taxed on such receipts.

Relief for children is given under s 39%(2)e). A child is defined to be “a le
child, stepchild or child adopted in accordance with any written law relating’
adoprion of children” (Fifth Schedule, para 7(a)). An illegitimate child is therefo
eligible for child relief. Where parents of an illegitimate child marry each othe
the birth of the child, the marriage would legitimise the child. In practice, ¢
secondary wives (ie by customary marriage) are considered legitimate children

qualify for child relief. x\l of child relief
e

here are three types of child relief, namely:
‘Qualifying child relief (QCR)

b) Handicapped child relief (HCR), and

{c) Working mother’s child relief (WMCR).

A stepchild is a child by a former marriage of either the hus _
adopted child must be one who is legally adopted. Statutory &m, si
the taxpayer’s intentions, consent and obligations to adopt a child, are nort sa
evidence of adoption for the purposes of the Act (Re R (1951) FB IV).

L The availability and the quantum of child relief are generally dependent on N
following factors: ng child relief ", J ]
2 YA 2009, the QCR claimable by either parent for each qualifying child is

$4,000 (Fifch Schedule, para 1(b)).

(a) the child’s age, marital status and income, and

{(b) the number of children the claimant has.

i : dicapped child relief .
(A) Conditians for claims 3 relief can be claimed by parents for maintaining an <unrnarried chﬂcli who‘ is
Where the following conditions are satisfied, an individual is entitled to a claim’ itated from maintaining himself by reason of physical or mental infirmity
child relief (s 39(2)(e)): 2)eXiv)).
(a) The child must be maintained by the claimant. § n YA 2009, the amount of relief for a handicapped child is $5,500. There is no
(b) The child must be unmarried in the year preceding the YA in which the ciai limit for this relief. h A
is made. anounced in the 2014 Budger, the HCR will be increased to $7,500 from Y.

(c) The child must be under 16 years at any time in the preceding year. 2015.

-3 . ; 12-230
f12-230 © 2014 CCH Asia Pte Limi Singapore Master Tax Guide Handbook 1



Taxation of Nop.p

Service centres 1o che CA applicable to Singapore are compured as follows:

Service centres primarily perform two functions:
T._"fill"o—ddﬁ Gross shipping or airline eamings from

mﬁm‘i::ﬁ;gg . outward shipments from Singapore
or ai

(i) They supervise and coordinate the activities of affiliated companijes
distriburers and licensees in the region as regional offices. '

(ii) They supply technical services to the foreign companies under their scomp ome assessable to tax in Singapore is arrived at by subtracting the CA
Where:

ble to Singapore from the adjusted profits applicable to Singapore.

® ctechnical staff are stationed in Singapore to provide those flts in 2 loss, the loss can be:

services or “after-sales” services on a somewhat permanent basis, ansferred to group members under the group relief scheme

® such services involve a charge and/or the maintenance of spare pg carried back against the assessable income of the immediate preceding YA, or

Singapore, Y carried forward for set-off against future profits.

the non-resident company may be regarded to have derived trade or bys

any CA which cannot be absorbed may be transferred, carried back or
income in Singapore.

rward. The urilisation of the loss and unabsorbed CA is subject to the
in Chapter 8 (at 8- 100ff).
NON-RESIDENT OPERATORS OF SHIPS AND AIRCRAF  ethod
tio certificate has not been submitted, the assessment will be based on an
Q::lpﬂrti{:—ﬂ of the amounts received or receivable from the carriage of
. livestock, mails, or goods shipped out from Singapore (s 27(4)). The rate is
5% of the gross earnings from outward shipments from Singapore. The
nt so arrived ar is taxed at 17% from YA 2010.

913-810 Basis of assessment

For non-resident operators of ships and aircraft, the profits arising from the
shipment of passengers, mail, livestock, and goods from Singapore are deemed
in Singapore (s 12(2)). Two bases for determining the taxable profits in §
EXISC:

(i) the “ratio certificate” method, and B an assessment has been based on the 5% method, and

(ii) the “arbitrary” method. (i) the taxpayer submits the certificate within two years after the end of the
* relevant YA,

ment will be revised using the ratio certificate method (s 27(5)). The

ptroller may extend the two-year period.

The “ratio certificate' method

This method would apply where a cercificate issued by rhe rax ’ék]ri
country of residence of the operator is submitted to the Cﬂmptmll@ the fol

requirements are satisfied: \Q

® The basis of assessment adopted by the foreign tax authority must not

i

ample 10
materially different from the basis adopred by Singapore. F avigation Ltd (“Muna"), a company resident in Country A, operates ships in Singapore.
® The foreign tax authority must compute and assess the full profits of the ng receipts from outward shipment of cargo and passengers were $7,500,000 for the
resident operator from his shipping or airline business.
‘Assuming Muna has not submitted a ratio certificate issued by Country A,

® The certificate must state the total sums received or receivable in respect of B < tax position foe YA 2014 will be
~ Muna's Singapore _ :

carriage of passengers, mail, livestock and goods, the adjusted profits (or lo
as computed for income tax purposes (before adjustments in respect of

allowances (CA)) and the CA for tax purposes. g s rgm,nn(s)

The followi ng Formu%a is applied to ascertain the proportion of adjusted profi 5% deemed assessable profits (5 27(4)) 375,000
(losses) applicable to Singapore: ) oo
Adjusted world profit (loss) 2 -y . y 'Ehargeahie income %,590_2

Gross world shipping ” ross shipping or airline earnings from » Tax assessed at 17% 37,825.00

or airline earnings outward shipments from Singapore

113-810 © 2014 CCH Asia Pte Limitt pore Master Tax Guide Handbook 913-810
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Relief from Doy, Taxation

. exemption of profits derived from the operation of ships and :alrcraft lfm
I,.,_-. ional traffic, with credic being allowed by the country of re51dj2nce or
cemaining 50% suffered in the other country (eg treaty with I\f'la}aysm),
(i reaties with China, Indonesia and Malaysia), Fhe ‘exempnlun or reduced
ed to income arising from participation in shipping or aircraft pool, a
1ess or an international operating agency. - '
ice is not required to engage exclusively in shlpp_mg, inland transportat;on
~nsport to qualify for the full or limited exemption unci‘er. lfhe treaty. lt:r
if an enterprise has a PE in Singapore, and this PE's activities include the
of ships and aircraft in international trfnfﬁc‘, the treaty .arncl.e also Fovrz;s
However, if the PE incurs any expenses in Singapore for its ships or airc =_,:
.npe],‘ated wholly or mainly outside Singapore, such expenses would not ran
ion in Singapore.
3_23 :}rstraiszzrt enterprises may engage in other activities w:hjch are clo;r:ly
the actual operation of ships and aircraft. The Prcﬁts der_wed Fmrg t e;::
serletully treated as derived from the operation of ships and aircrafr.

(iii) if the foreign enterprise has an agent who maintains a stock of
merchandise belonging to thar enterprise from which the AgENt ragm
orders on its behalf in Singapore.

To summarise the PE concept, it is sometimes more generally described a6¢

[ three tests, namely: i

} (a) rthe asset test — chis broadly corresponds to the “fixed place of busin
| (b)  the agency test — this broadly corresponds to the “dependent agent”

(c) the activity test — this rest is used to help determine whether acti
supervisory activities in connection with a construction project; the
goods for display; the purchase of goods; or the collection of inform
whether or not carried on through a fixed place of business, constitutes 3

914-530 Features in Singapore’s tax treaties

As Singapore’s tax treaties are largely based on the OECD Model treary,
features discussed in §14-210 are found in them as well. This part dis : . .
those features in more detail as well as other fearures thar are peculiar (thoy; virifs \re: _ ’i ‘ _

i l ffices with the airport
unique) to the Singapore treaties. The discussion is not intended to be ¢ b of bus services c-:}mi]ecung airline o
ising and sales promotion ‘
nsportation of goods from depots or warehouses to airports
ing a ship or aircraft on charter fully equipped, supplied and m_anued, and
ing of containers where such leasing is supplementary or incidental to the
ternational operation of ships and aircraft. ] :
derived from the following activities would normally fall outside the scope o
\g or air transport profits: _ _
rating a hotel, unless such a hotel is exclusively for transit passengers and
the cost of service is included in the price of the passage ticker .
Double taxation is a serious obstacle to operating an internations loperating a shipbuilding yard o engaging in aircraft man -

transport  business. Double taxation is avoided by tax treatids ‘or internal . ing a ship or aircraft on a bareboat charter, and
transport agreements.

, (a) Under tax treaties \é\'

Generally, under the tax treaties, profits from the operation of ships and aircs
international traffic will only be taxed in the operator’s country of residenc

treaties (eg wich Belgium and Poland), che place of effective management rep
residence as the cricerion.

IAUSTIY A %

Business profits

If che business of a foreign enterprise is carried on through a PE in Singa
imposed on the profits attributable to the PE as if it were an independent g
dealing at arm’s length with the enterprise of which it is a PE. In dete
taxable profits, deduction will be given for expenses incurred which are

actributable to the PE. This is regardless of where the expenses may hav
incurred. .

International shipping and air transport

eSTMENT INComEe. - ) o

Singapore’s tax treaties includes or refers to the operation of ships engaged in

redging or hauling activities.

international transport agreements o

refer to Chapter 13, §13-830 under “Specific agreements for shipping and/or

income”.

ds - . -

ingapore’s one-tier system of corporate taxation, dividends paid .by a company
in Singapore are exempt in the hands of its shareholders. There is Ehfrefore no

nd withholding tax. Whether these Singapore dividends are taxable in the other

ty country would depend on the domestic tax laws of that country and what the

ends” article in the treaty provides.

In most treaties, “internarional traffic’ means any transport by a ship or ai
; operated by an enterprise resident in a contracting country, except where the
aircraft is operated solely between places in the other contracting country. This m
that the country of residence has the right to tax income from domestic
income from internacional traffic berween third countries. The other con
country has the right to tax income from traffic solely within its borders.

i The tax trearies typically provide for:

ore’s tax treaties may provide for a 5% or 10% final tax on interest income
d in Singapore. This is less than the 15% final tax on interest under d-:_}mesnc
¥ (see Chaprer 13 ac §13-100ff). For the reduced tax rates imposed on interest

I ® full exemprion to profits derived from the operation of ships and aircalt
| international traffic unless the ships and aircraft are operated wholly or
between places within either country (eg treaties with the UK and Japan), Of

3 : 14-530
' 914-530 © 2014 CCH Asia Pte Limit Igapore Master Tax Guide Handbook 1




An application for an advance ruling must be made on the prescribed form giy

following derails:
(a)
(b)

particulars of the applicant

all relevant facts (including the reasons for the arrangement, if appli
documents relating to the arrangement in respect of which the ruling

(c)
(d)

the provisions of the Act in respect of which the ruling is sought

the proposition of law (if any) which is relevant to the issues rajse
application 1

(e)

the result of a previous application made on the same or
arrangement by the applicant, if any, and

(f) adraft ruling.

The Comptroller may waive any of the requirements (c) to (f) above if he 7

that it would be unreasonable to require the applicant to comply with any
requirements.

The time frame to apply for an advanced ruling has been clarified in the IR.

Guide “Advanced Ruling System™ (3rd Ed), published on 23 December 2013;

® not later than two months before the date of the proposed arrangement,

® ot later than one month before the date of the proposed arranger
express ruling.

An application for an advanced ruling should be addressed ro the following :
arrangements CoNCerning:

® individual income tax matters — Assistant Comprtroller (Individual &=

S

Tax Division), and

® corporate income tax matters — Assistant Comptroller
Division).

AN
\\"Qo

Request for further information

The Comptroller may at any time request further relevant information f
applicant for a ruling. If the Comptroller considers that the correctness of
would depend on assumptions being made abour a furure event or other ma

may make the assumprions he considers to be most appropriate, but he may
assumptions about information which the applicant can provide.

Withdrawal of application

B?fure a ruling is issued by the Comptroller, an applicant for a ruling may at a
withdraw the application by giving written notice to the Comptroller.

The Comptroller will not make a ruling on a provision of the Act that auth !

requires the Comptroller to:
(a) impose or remit a penalty

(b) inquire into the correctness of any return or other information supplie
person

117-460

Income Tax Adminz.

a0y

iR

nr

© 2014 CCH Asia Pte.

e Tax Administration

) prosecute any person, or
"t'-etﬂ"sf any debt owing by any pei‘sou.
A8 pr_ml]er will al;n not make a ruling if:

the time the application is made or at any time before the ruling is issued,
the Comptroller considers that the person to whom the ruling is to apply is not
' ceriously contemplating the arrangement for which the ruling is sought

N -

the application is frivolous or vexatious

| c) the macter on which the ruling 1s sought:
1 (i) concerns tax (excluding estimarted tax) that is due and payable, unless the
application is received before the tax is due and payable

- ]

involves the interpretation of any foreign law, or

is being dealt with, or in the Comptroller’s opinion should be dealt with,
by one or both competent authorities of the parties to an agreement to
avoi ble raxation

(i)

s

y exists on how the relevant provision of this Act applies to the
d the arrangement, and the proposed ruling would apply to a period
A to which the existing ruling applies

d) a ruli
o

"4T \n assessment (other than an assessment of any estimated tax) relating to the
" person, the arrangement, and a YA to which the proposed ruling would apply
" has been made, unless the application is received by the Comptroller before the

* darte the assessment is made

® the Comprroller is undertaking an audit or investigation on how any provision
of this Act applies to the applicant, or to an arrangement similar to the
~ arrangement which is the subject of the application, during any period for
“which the proposed ruling would apply were the ruling to be made

the applicant, in the Comptroller’s opinion, has nor provided sufficient
_information in relation to the application after the Comptroller has requested
- further information

h) it would be unreasonable, in the Comptroller's opinion, to make a ruling in
wview of the resources available to the Comptroller, or

{i) the applicarion for the ruling would require the Comptroller to form an opinion
. as to a generally accepted accounting principle or to form an opinion as to a
* commercially acceprable practice.

ptroller may decline to make a ruling if:

 the application for the ruling would require the Comptroller to determine any
9 . question of fact

the Comptroller considers that the correctness of the ruling would depend on
the making of assumprions, whether in respect of a future event or any other

matter

€) the matrer on which the ruling is sought is subject to an objection or appeal,
. whether in relation ro the applicant or any other person

@) the applicant has outstanding debts relating to earlier ruling applications, or

Bapore Master Tax Guide Handbook
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Incentives under the Income -5 under the Income Tax Act

(c) all other securities (including real estate investment trusts and ex
funds constituted in the form of rrusts) not already covered under g ot
designated investments: ]

e gains or profits derived from Singapore or received in Singapore from outside
" gingapore from the disposal of an approved investment.

computing the gains or losses from the disposal of approved investments, the
s¢ purchased inveStments are deemed to have been disposed of first.

® issued by foreign governments in foreign currency

® listed on any exchange aining exempt income

® issued by supranational bodies, or ‘cﬂ_[a;_':atmg the tax exempt income of an approved venture company, the

ng amounts must be deducted (s 13H(4)):
""’ﬂ‘“’"able expenses and donations for the YA which are atcriburable to the

® issued by any company.
The designated investments list has also been expanded to cover—

{a) private trusts that invest wholly in designated investments ‘income

(b) freight derivatives, and ® losses which arose in the YA from the disposal of approved investments

(c) publicly-traded partnerships that do not carry on a trade, business, p ) @ any capital allowances for that YA, even if no claim has been made, and

vocation in Singspore. ® any expenses, losses or allowances carried forward from rthe previous YA. Note
that this darory deduction is not subject to the shareholders continuicy rest

_impose rs 23 or 37 and the business continuity test under s 23.

| Any securities other than QDS (previously limited to stocks and shares) i
unlisted company that is in the business of trading or holding of
immovable properties (other than the business of propercy development), h

d ns can only be made against tax exempt income during the tax
excluded from the list of designated investments.

ion period specified by the Minister. Any deductions that remain unabsorbed
the end of the tax exempt period can be deducred firstly against other income for
same YA, and any unabsorbed balance is then carried forward for sec-off against
income, subject to the abovementioned tests being satisfied.

APPROVED VENTURE COMPANY

the income of an approved venture company is exempted from rax

jately before being taxed at the concessionary tax rate, any unabsorbed

jons at the end of the tax exempt period must firstly be ser off against

ssionary income and thereafter against any other income for that YA and for any
pent YA.

918-700 Approved venture company

Singapore encourages companies to invest overseas in approved in
Qualifying income derived by approved venture companies from
investments is either exempted from tax or is subjected to tax ar a conces
of 10% (s 13H). The tax relief period is for an initial period of up to 10 ye

be extended for anocher five yeass. X}g aining income subject to concessionary tax rate

A “venture company” is defined as a company whose business
mainly of making approved investments, and whose incom
from those investments. The following investments must be
for the purposes of s 13H:

culating the concessionary income, the same rules for determining the tax
t income also apply. The exception is that, when deducting capital allowances
es carried forward from the previous YA, this mandatory deduction is subject to
isions of s 23, 37 and 37B.

® debentures, stocks, shares, bonds, notes or warrants issued by a governme
company »

GLOBAL TRADING
® rights or options in respect of such debentures, stocks, shares, bonds, net

WArrants, or

18-750 Approved global trading (GT) company
Global Trader Programme (GTP) was launched on 1 June 2001, merging the
d Oil Trader and the Approved International Trader incentive schemes. The
is administered by International Enterprise (IE) Singapore. The GT status is
ally granted to companies thar are well-established international players in their
es with a good rrack record for international trading, procurement,
® dividends derived from ourside Singapore and received in Singapore | bution and transportation of qualifying commodities and products.
approved investments in any company not resident in Singapore -

® units in any unic trust.

Income eligible for exemption

The following income of an approved venture company is exempted from tax
Tax (Exemprion of Income of Approved Venture Company) Regulations, Rg 22

ved GT companies will qualify for a 5% or 10% concessionary rate of tax over a
of five years, with a possible extension for a further five years (s 43P; Income
X (Concessionary Rate of Tax for Approved Global Trading Companies)

® incerest derived from outside Singapore and received in Singapore in
approved convertible loan stock of a company nor resident in Singapore

q18-700 © 2014 CCH Asia Pt Master Tax Guide Handbook q18-750




Tax Avoidan __4ance and Evasion

only ar the second stage when the question was whether the staturory exeg
33(3)(b) should apply to the financing arrangement

The High Court further held that before the Comptroller may exercise |
under s 33(1), the Comptroller must be sartisfied that the purpose or
financing arrangement in question is one or more of the consequences
sub-paras of s 33(1) by examining the rerms of the arrangement and
which it is implemented without reference to the motives of the parties

che first issue whether any of the threshold limbs in s 33(1) was satisfied on
facts of the case, the Court of Appeal held that the composite scheme of
orate structuring and financing arrangement was an arrangement that fell

1in the ambit of's 33(1)c).

the second issue whether AQQ could rely on the exception in's 33(3)b), the
ure of Appeal held chat AQQ was unable to avail itself of the exception under
23(3)(b) because on the facts, there was no basis to disturb the conclusion of
Le High Court that AQQ's subjective purpose and object of the arrangement
< o reduce or avoid liability that would otherwise have accrued on the
idend income.

The High Court was of the view that the Comptroller was not wrong i
that the financing arrangement in AQQ fell within s 33(1). Alcthough
dispure that the restructuring was done for bona fide commercial reasons,
did not prove that the financing arrangement was done for bona fide ¢he third issue whether AQQ was entitled to rely on the specific provisions
reasons. The High Court upheld the Board’s finding that the financin the Act to preclude the operation of s 33 if s 33(1) was prima facie applicable,
was not carried out for bona fide commercial reasons and char it had as ‘he Court of Appeal opined that the New Zealand scheme and purpose
purposes the avoidance or reduction of rax, with the result that the st ach ought to be adopted with respect to the interpretation of s 33 as
exception under s 33(3)b) would not be applicable. .

Notwithstanding that the financing arrangement was not carried out for § = %r whether an arrangement prima facie falls within any of the three
commercial reasons and that it had as one of its main purposes the aveid: Il shold limbs of s 33(1) such that the taxpayer has derived a tax
reduction of tax (and s 33(3)b) therefore did not apply to prevent the O vantage, and if so,

Comptroller’s power under s 33(1)), the High Court went further to exp '
that the Comptroller should not have disregarded the interest expenses
have required the appellant to account the withhelding tax on intere
borne by the appellant arising from the financing arrangement. The
not exercise his powers under s 33(1) fairly and reasonably when he disr
the dividend income and the interest expenses and exercised his discretic
additional assessments under s 74(1). The Comptroller should not have d
the appellanc’s dividend income because the appellant was entitled to
income and the Comptroller should not have disregarded all the ingergst
only two-thirds of the toral interest expenses that should not he '
appellant. The High Court accepted the appellant’s arg at
assessments raised by the Comptroller were w/tra vires and :&Dr these 1
appellant’s appeal was allowed by the High Court.

' Consider whether the taxpayer may avail himself of the statutory
exception under s 33(3)(b), and if not,

_ Ascertain whether the taxpayer has satisfied the court that the rax
' advantage obrained arose from the use of a specific provision in the Act
that was within the intended scope and Parliament’s contemplation and
purpose, both as a matter of legal form and economic reality within the
context of the entire arrangement.

"The Court of Appeal held that the scheme and purpose approach did not apply
' to remove the arrangement from the scope of s 33(1). AQQ could nor rely on
the combination of specific provisions of the Act as entitling it to the rax
advantage it had obtained, ie the deduction of interest expenses from the
dividend income. The real issue was the deduction of the interest expenses
‘under s 14(1)(a)(i) to reduce the amount of chargeable income and the Court of
Appeal opined that formal and mechanistic compliance with the lecter of s
14(1)a)i) was insufficient. On the facts of the case, the interest expenses did
ot incur any real economic costs within the group of companies and deduction Chapter
of such interest expenses would not be within Parliament’s contemplation and

PUrpose.

The parties cross appealed against the decision of the High Court to the C
Appeal. i

The Comptroller appealed against the decision of the High Court that
acted reasonably and fairly in exercising his powers under s 33(1); AQ
against the decision of the High Court that the financing arrangement am
tax avoidance arrangement within the meaning of s 33(1).

The Court of Appeal dismissed AQQ's appeal and allowed the Comprroller’
the extent that the Comptroller had validly issued the Notice of Assessm
2007. The Court of Appeal held that the additional assessments for YA
2005 and YA 2006 were wltra vires and affirmed the order of the High Coufg
these aside. :

The Court of Appeal dealt with five broad issues arising from these appeais:
AQQ and anather appeal [2014] SGCA 15 as follows:

the fourth issue whether the Comptroller had exercised his powers under s

L 3(1) fairly and reasonably to counteract the tax advantage obtained, the Court

Appeal opined that s 33 does not mandate the Comptroller to adopt a

icular mode of exercising his powers as long as the object of counteracting |
tax advantage is attained, but the Court of Appeal affirmed that the '
mptroller has to exercise his powers in a manner that is “fair and reasonable”.

the facts of the case, the Comptroller was entitled to choose to disregard the

angement and treat the arrangement as null and void.

€20-210 © 2014 CCH Asia Pte
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