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PART I
PRELIMINARY
Short title
1. This Act may be cited as the Income Tax Act.

Interpretation

2.—(1) In this Act, unless the subject or context otherwise
requires —

“account with the electronic service”, in relation to any person,
means a computer account within the electronic service
which is assigned by the Comptroller to that person for the
storage and retrieval of electronic records relating to that
person;

“accountant” means a public accountant within the meaning of
the Accountants Act (Cap. 2);

“advocate and solicitor” means an advocate and solicitor within
the meaning of the Legal Profession Act (Cap. 161);

“annual value” has the same meaning as in section 2 of the
Property Tax Act (Cap. 254) and shall be ascertained in the
same manner as annual value is ascertained under that Act;

“approved pension or provident fund or society” means a
pension or provident fund or society approved by the
Comptroller under section 5;

“authentication code”, in relation to any person, means an
identification or identifying code, a password or any other
authentication method or procedure which is assigned to that
person for the purposes of identifying and authenticating the
access to and use of the electronic service by that person;

“basis period” for any year of assessment means the period on
the profits of which tax for that year falls to be assessed;

“body of persons” means any body politic, corporate or
collegiate, any corporation sole and any fraternity,
fellowship or society of persons whether corporate or
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unincorporate but does not include a company or a
partnership;

“Commonwealth”, in relation to a country, means any country
recognised by the President to be a Commonwealth country
and “part of the Commonwealth” means any Commonwealth
country, colony, protectorate or protected state or any other
territory administered by the government of any
Commonwealth country;

“company” means any company incorporated or registered
under any law in force in Singapore or elsewhere;

“Comptroller” means the Comptroller of Income Tax appointed
under section 3(1) and includes, for all purposes of this Act
except the exercise of the powers conferred upon the
Comptroller by sections 37J(5), 67(1)(a), 95, 96, 96A and
101, a Deputy Comptroller or an Assistant Comptroller so
appointed;

“country” includes a territory;
“crops” includes any form of vegetable produce;

“earned income” means the statutory income of an individual
reduced by any deduction made under section 37(3)(a) or
37E or claimed under section 37D (excluding any donation
referred to in section 37D(8)(c)) or 37F from —

(a) gains or profits from any trade, business, profession,
vocation or employment on which tax is payable
under section 10(1), where the Comptroller is
satisfied that such gains or profits are immediately
derived from the carrying on or exercise by such
individual of such trade, business, profession,
vocation or employment; and

(b) any pension on which tax is payable under
section 10(1)(e) given to the individual in respect
of the past services of such individual or any
deceased individual,
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“electronic record” has the same meaning as in the Electronic
Transactions Act (Cap. 88);

“electronic service” means the electronic service provided by
the Comptroller under section 8A(1);

“employee” —

(a) 1n relation to a company, includes a director of the
company; and

(b) 1nrelation to a statutory board, includes the chairman
and any member of the statutory board,

and “employer” and other cognate expressions shall be
construed accordingly;

“executor” means any executor, administrator or other person
administering the estate of a deceased person;

“Fund Manager” or “fund manager”” means a company holding a
capital markets services licence under the Securities and
Futures Act (Cap. 289) for fund management or that is
exempted under that Act from holding such a licence;

“goods” includes currency and specie;
“harvesting” includes the collection of crops, however effected;

“Hindu joint family” means what in any system of law
prevailing in India is known as a Hindu joint family or a
co-parcenarys;

“incapacitated person” means any infant, lunatic, idiot or insane
person;

“institution of a public character” has the same meaning as in the
Charities Act (Cap. 37);

“issued shares” excludes treasury shares;

“life annuity” means an annuity payable under a policy issued to
an SRS member for a term ending with, or at a time
ascertainable only by reference to, the end of his life;
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“limited liability partnership” means any limited liability
partnership incorporated or registered under any law in
force in Singapore or elsewhere;

“limited partnership” means a limited partnership registered or
formed under any law in force in Singapore or elsewhere;

“local forces” means the Singapore Armed Forces and any
volunteer or reserve forces attached thereto;

“permanent establishment” means a fixed place where a
business is wholly or partly carried on including —

(a) a place of management;
(b) a branch;

(c) an office;

(d) a factory;

(e) a warehouse;

(f) a workshop;

(¢) a farm or plantation;

(7) amine, oil well, quarry or other place of extraction of
natural resources;

(i) a building or work site or a construction, installation
or assembly project,

and without prejudice to the generality of the foregoing, a
person shall be deemed to have a permanent establishment in
Singapore if that person —

(1) carries on supervisory activities in connection with a
building or work site or a construction, installation or
assembly project; or

(i1) has another person acting on that person’s behalf in
Singapore who —

(A) has and habitually exercises an authority to
conclude contracts;
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(B) maintains a stock of goods or merchandise for
the purpose of delivery on behalf of that
person; or

(C) habitually secures orders wholly or almost
wholly for that person or for such other
enterprises as are controlled by that person;

“person” includes a company, body of persons and a Hindu joint
family;

“plantation” means any land used for the growing and
harvesting of crops;

“prescribed” means prescribed by rules or regulations made
under this Act;

“prescribed minimum retirement age” has the same meaning as
in the Retirement and Re-employment Act (Cap. 274A);

“professional visit pass” means a professional visit pass issued
by the Controller of Immigration under the Immigration
Regulations (Cap. 133, Rg 1);

“replanting” means the replacement of the crop of any product
on any area of land by the planting on the same area —
(a) of a crop of the same product; or
(b) of a crop of a different product approved by the
Minister;

“research and development” means any systematic,
investigative and experimental study that involves novelty
or technical risk carried out in the field of science or
technology with the object of acquiring new knowledge or
using the results of the study for the production or
improvement of materials, devices, products, produce, or
processes, but does not include —

(a) quality control or routine testing of materials, devices
or products;

(b) research in the social sciences or the humanities;

(c) routine data collection;
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(d) efficiency surveys or management studies;
(e) market research or sales promotion;

(f) routine modifications or changes to materials,
devices, products, processes or production methods;
or

(g) cosmetic modifications or stylistic changes to
materials, devices, products, processes or
production methods;

(h) [Deleted by Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

“research and development organisation” means a body or an
organisation which provides research and development
services for any trade or business;

“resident in Singapore” —

(a) 1in relation to an individual, means a person who, in
the year preceding the year of assessment, resides in
Singapore except for such temporary absences
therefrom as may be reasonable and not
inconsistent with a claim by such person to be
resident in Singapore, and includes a person who is
physically present or who exercises an employment
(other than as a director of a company) in Singapore
for 183 days or more during the year preceding the
year of assessment; and

(b) 1n relation to a company or body of persons, means a
company or body of persons the control and
management of whose business is exercised in
Singapore;

“SRS account” means an account opened with an SRS operator
by an SRS member;

“SRS contribution cap”, in relation to an SRS member, means
the maximum contribution prescribed under section 10L that
may be made by the member to his SRS account in any year
under the SRS;
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“SRS member” means a member of the Supplementary
Retirement Scheme;

“SRS operator” means any company approved by the Minister,
or such person as he may appoint, for the purposes of the
Supplementary Retirement Scheme;

“Supplementary Retirement Scheme” or “SRS” means the
Supplementary  Retirement Scheme established by
regulations made under section 10L;

“tax” means the income tax imposed by this Act;
“treasury share” —

(a) in relation to a company incorporated under the
Companies Act (Cap. 50) or any corresponding
previous written law, means a treasury share as
defined in section 4(1) of that Act; and

(b) in relation to a company incorporated under the law
of a country other than Singapore, means a share
issued by the company which is subsequently
acquired and held by it;

“work pass” means a work pass issued by the Controller of Work
Passes under the Employment of Foreign Manpower Act
(Cap. 91A);

“year of assessment” means the period of 12 months
commencing on Ist January 1948, and each subsequent
period of 12 months.

[26/73; 37/75; 5/77; 28/80, 13/84; 31/86; 3/89; 11/94;
32/95; 1/98; 31/98; 32/99; 24/2001; 42/2001; 37/2002;
2172003, 49/2004, 34/2005; 10/2007,; 30/2007]

[4/2011 wef 01/01/2012]

[34/2008 wef 13/02/2007]

[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(2) For the purposes of this Act, where an individual is present in
Singapore for any part of a day his presence on that day shall be

counted as one day.
[13/84]
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(3) [Deleted by Act 29 of 2012 wef 18/12/2012 wef Y/A 2012 & Sub
Ys/A]

(4) In this Act, for the avoidance of doubt, a reference to the spouse

of a person means a spouse who is of the opposite sex to that person.
[29/2010 wef Y/A 2010 & Sub Ys/A]

PART 11
ADMINISTRATION
Appointment of Comptroller and other officers

3.—(1) For the due administration of this Act, the Minister may, by
notification in the Gazette, appoint a Comptroller of Income Tax, and
such Deputy Comptrollers, Assistant Comptrollers and other officers
and persons as may be necessary.

(2) The Minister may, by notification in the Gazette, appoint a
Senior Investigation Officer, Income Tax, and may by such or a
subsequent notification authorise such officer to exercise all or such
of the powers of the Comptroller under this Act as may be specified in
such notification but without prejudice to the exercise by the
Comptroller of such powers.

Powers of Comptroller

4.—(1) The Comptroller may, by notification in the Gazette or in
writing, authorise any person, within or without Singapore, to
perform or to assist in the performance of any specific duty imposed
upon the Comptroller by this Act.

(2) Subject to such conditions as the Comptroller may specify, the
Comptroller may, by notification in the Gazette, direct that any
information, return or document required to be supplied, forwarded
or given to the Comptroller may be supplied to such other person,
being a person who has made and subscribed a declaration of secrecy
in accordance with section 6(1), as the Comptroller may direct.

(3) The Comptroller shall be responsible for the assessment and
collection of tax and shall pay all amounts collected in respect thereof
into the Consolidated Fund.
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(4) The Comptroller may specify the form of any return, claim,
statement or notice to be made or given under this Act.

Approved pension or provident fund or society

5. The Comptroller may, subject to such conditions as he may think
fit to impose, approve any pension or provident fund or society for the
purposes of this Act and may (without prejudice to the exercise of any
power in that behalf conferred on him by any condition so imposed)
at any time withdraw any approval previously given in respect of any
such fund or society.

Official secrecy

6.—(1) Every person having any official duty or being employed in
the administration of this Act shall regard and deal with all
documents, information, returns, assessment lists and copies of
such lists relating to the income or items of the income of any person,
as secret and confidential, and shall make and subscribe a declaration
in the form prescribed to that effect before the Comptroller or a
Magistrate.

(2) Every person having possession or control over any documents,
information, returns, assessment lists or copies of such lists relating to
the income or items of income of any person, who at any time
otherwise than for the purpose of this Act or with the express
authority of the President —

(a) communicates or attempts to communicate such
information or anything contained in such documents,
returns, lists or copies to any person; or

(b) suffers or permits any person to have access to any such
information or to anything contained in such documents,
returns, lists or copies,

shall be guilty of an offence.

(3) No person appointed under, or employed in carrying out, the
provisions of this Act shall be required to produce in any court any
return, document or assessment, or to divulge or communicate to any
court any matter or thing coming under his notice in the performance
of his duties under this Act except as may be necessary for the

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 22

purpose of carrying into effect the provisions of this Act, or in order
to institute a prosecution, or in the course of a prosecution, for any
offence committed in relation to income tax.

(4) The obligation as to secrecy imposed by this section shall not
prevent the disclosure to the authorised officers of the government of
any other country —

(a) of such facts as may be necessary to enable the proper
relief from income tax to be given in either country, where
provision exists for the granting of relief in respect of taxes
paid in the other country; or

(b) of any information for the purpose of discharging an
obligation of Singapore under an arrangement between the
government of that country and the Government of
Singapore that has effect under section 49 or 105BA;

[22/2011 wef 20/12/2011]

(5) Notwithstanding anything in this section, the Comptroller shall

permit the Minister, the Auditor-General or any officer duly

authorised in that behalf by the Auditor-General to have such

access to any records or documents as may be necessary for the
performance of his official duties.

(6) The Minister, the Auditor-General or any such officer shall be
deemed to be a person employed in carrying out the provisions of this
Act for the purposes of this section.

(7) Notwithstanding anything in this section, the Comptroller may
transmit any document, information or return received by him or in
his possession under this Act to the Commissioner of Estate Duties;
and the Commissioner of Estate Duties may, notwithstanding
anything contained in any written law for the time being in force
in Singapore relating to the proof of documents, produce or cause to
be produced in any court, in any proceedings relating to estate or
death duties, a copy of any particulars contained in any document or
return so transmitted, certified by him or on his behalf to be a correct
copy of such particulars.

(8) For the purposes of subsection (7), the Commissioner of Estate
Duties —
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(a) may produce or cause to be produced the original of any
such document or return in any case where it is necessary
to prove the handwriting or the signature of the person who
wrote, made, signed or furnished such document or return,
but only for the purpose of such proof;

(b) shall not in any case be compelled to produce in any court
either the original of such document or return or a copy of
any particulars contained in such document or return.

(9) Notwithstanding anything in this section, the Comptroller may
transmit to the Comptroller of Property Tax, the Comptroller of
Goods and Services Tax, the Chief Assessor or the Commissioner of
Stamp Duties any information which may be required by any of them
in the performance of his duties, or may permit such access to any
records or documents as may be necessary for those purposes.

[1/88; 31/93]

(10) Notwithstanding anything in this section, the Comptroller may
furnish to the Chief Executive Officer of the Central Provident Fund
Board any information which may be required by him in the
performance of his duties, or may permit such access to any records
or documents as may be necessary for that purpose.

(10A) Notwithstanding anything in this section, the Comptroller
may, for the purpose of enabling the Chief Statistician to perform his
duties under the Statistics Act (Cap. 317), furnish and permit the
Chief Statistician access to any information and records prescribed in
rules made under section 7.

[16/2004]

(11) Notwithstanding anything in this section, the Comptroller may
lay a complaint of professional misconduct against any person in his
professional dealings with the Comptroller to the appropriate
authority empowered to take disciplinary action against the person
and may in connection with the complaint furnish any relevant
documents or information.

[4/75]

(12) Notwithstanding subsections (1) and (2) and without prejudice
to subsections (5) to (11), the Comptroller may disclose information
relating to the income or items of income of any person to any of the
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following with the express consent of the person to whom the
information relates:

(a) to any public officer or officer of a statutory board for the
performance of his official duties in administering or
facilitating the administration of any written law or public
scheme; or

(b) to any other person who is engaged by the Government or a
statutory board to facilitate the administration of such
written law or public scheme, if the Comptroller has
obtained a written undertaking from the other person that
he shall be bound by the same obligations as to secrecy
imposed by subsections (1), (2) and (3).

[53/2007]

(13) Notwithstanding anything in this section, the Comptroller may
furnish to the Government or any statutory board for any statistical or
research purpose any information relating to any person in a manner
that does not identify, and is not reasonably capable of being used to

identify, that person.
[53/2007]

Rules
7.—(1) The Minister may make rules —

(a) to provide for the deduction and payment of tax at the
source in respect of income from any employment, and for
the recovery of tax so deducted; and

(b) generally to give effect to the provisions of this Act, other
than section 81.

(2) All rules made under this section shall be presented to
Parliament as soon as possible after publication in the Gazette.
Service and signature of notices

8.—(1) Except where it is provided by this Act that service shall be
effected either personally or by registered post, a notice may be
served on a person —

(a) personally;
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(b) by being sent through the post; or

(c¢) where the person has given his consent for the notice to be
served on him through the electronic service, by
transmitting an electronic record of the notice to his
account with the electronic service.

[49/2004]

(2) Where a notice is served by ordinary or registered post, it shall

be deemed to have been served on the day succeeding the day on

which the notice would have been received in the ordinary course of
post if the notice is addressed —

(a) in the case of a company incorporated in Singapore, to the
registered office of the company;

(b) in the case of a company incorporated outside Singapore,
either to the individual authorised to accept service of
process under the Companies Act (Cap. 50) at the address
filed with the Registrar of Companies, or to the registered
office of the company wherever it may be situated;

(c) in the case of an individual or a body of persons, to the last
known business or private address of such individual or
body of persons.

(3) Where the person to whom there has been addressed a registered
letter containing any notice which may be given under the provisions
of this Act is informed of the fact that there is a registered letter
awaiting him at a post office and such person refuses or neglects to
take delivery of such registered letter, such notice shall be deemed to
have been served upon him on the date on which he was informed that
there was a registered letter awaiting him at a post office.

(3A) Where a person has given his consent for a notice to be served
on him through the electronic service, the notice shall be deemed to
have been served at the time when an electronic record of the notice
enters his account with the electronic service.

[49/2004]

(4) Subject to subsection (6), every notice to be given by the
Comptroller under this Act shall be signed by the Comptroller or by
some person or persons from time to time authorised by him in that
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behalf under section 4, and every such notice shall be valid if the
signature of the Comptroller or of such person or persons is duly
printed or written thereon.
[49/2004]
(5) Subject to subsection (6), any notice under this Act requiring the
attendance of any person or witness before the Comptroller shall be
signed by the Comptroller or by a person duly authorised by him.
[49/2004]
(6) Where any person has given his consent for any notice referred
to in subsection (4) or (5) to be served on him through the electronic
service, the notice need not be signed if it is served on him by
transmitting an electronic record of the notice to his account with the

electronic service.
[49/2004]

Electronic service
8A.—(1) The Comptroller may provide an electronic service for —

(a) the filing or submission of any return, estimate, statement
or document; or

(b) the service of any notice by the Comptroller.
[49/2004]
(2) For the purposes of the electronic service, the Comptroller may
assign to any person —

(a) an authentication code; and

(b) an account with the electronic service.
[49/2004]
(3) Any person who is required to file or submit any return,
estimate, statement or document may do so through the electronic
service.
[49/2004]
(4) Any agent who is authorised by his principal in the prescribed
manner may file or submit any return, estimate, statement or
document on behalf of his principal through the electronic service.
[49/2004]
(5) Where any return, estimate, statement or document is filed or
submitted on behalf of any person under subsection (4) —
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(a) it shall be deemed to have been filed or submitted with the
authority of that person; and

(b) that person shall be deemed to be cognizant of all matters
therein.

[49/2004]

(6) Where any return, estimate, statement or document is filed or

submitted through the electronic service using the authentication

code assigned to any person before that person has requested, in the

prescribed manner, for the cancellation of the authentication code —

(a) the return, estimate, statement or document shall, for the
purposes of this Act, be presumed to have been filed or
submitted by that person unless he adduces evidence to the
contrary; and

(b) where that person alleges that he did not file or submit the
return, estimate, statement or document, the burden shall
be on him to adduce evidence of that fact.

[49/2004]
(7) Where any person has given his consent for any notice to be
served on him through the electronic service, the Comptroller may
serve the notice on that person by transmitting an electronic record of
the notice to that person’s account with the electronic service.
[49/2004]
(8) Notwithstanding any other written law, in any proceedings
under this Act —

(a) an electronic record of any return, estimate, statement or
document that was filed or submitted, or any notice that
was served, through the electronic service; or

(b) any copy or print-out of that electronic record,

shall be admissible as evidence of the facts stated or contained therein
if that electronic record, copy or print-out —

(1) 1s certified by the Comptroller to contain all or any
information filed, submitted or served through the
electronic service in accordance with this section; and

(i) is duly authenticated in the manner specified in
subsection (10) or is otherwise authenticated in the
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manner provided in the Evidence Act (Cap. 97) for the
authentication of computer output.
[49/2004]

(9) For the avoidance of doubt —

(a) an electronic record of any return, estimate, statement or
document that was filed or submitted, or any notice that
was served, through the electronic service; or

(b) any copy or print-out of that electronic record,

shall not be inadmissible in evidence merely because the return,
estimate, statement or document was filed or submitted, or the notice
was served, without the delivery of any equivalent document or
counterpart in paper form.
[49/2004]
(10) For the purposes of this section, a certificate —
(a) giving the particulars of —

(1) any person whose authentication code was used to
file, submit or serve the return, estimate, statement,
document or notice; and

(i1) any person or device involved in the production or
transmission of the electronic record of the return,
estimate, statement, document or notice, or the copy
or print-out thereof;

(b) identifying the nature of the electronic record or copy
thereof; and

(c) purporting to be signed by the Comptroller or by a person
occupying a responsible position in relation to the
operation of the electronic service at the relevant time,

shall be sufficient evidence that the electronic record, copy or print-

out has been duly authenticated, unless the court, in its discretion,
calls for further evidence on this issue.

[49/2004]

(11) Where the electronic record of any return, estimate, statement,

document or notice, or a copy or print-out of that electronic record, is

admissible under subsection (8), it shall be presumed, until the
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contrary is proved, that the electronic record, copy or print-out
accurately reproduces the contents of that document.
[49/2004]
(12) The Comptroller may, for the purposes of the electronic
service, approve the use of any symbol, code, abbreviation or
notation to represent any particulars or information required under
this Act.
[49/2004]
(13) The Minister may make regulations which are necessary or
expedient for carrying out the purposes of this section, including
regulations prescribing —

(a) the procedure for the use of the electronic service,
including the procedure in circumstances where there is
a breakdown or interruption of the electronic service;

(b) the procedure for the correction of errors in, or the
amendment of, any return, estimate, statement or
document that is filed or submitted through the
electronic service;

(¢) the manner in which a person who has given his consent for
a notice to be served on him through the electronic service
shall be notified of the transmission of an electronic record
of the notice to his account with the electronic service;

(d) the manner in which authentication codes are to be
assigned; and

(e) anything which may be prescribed under this section.
[49/2004]

Free postage

9. All returns, additional information and resulting correspondence
and payment of tax under the provisions of this Act may be sent post-
free to the Comptroller in envelopes marked “Income Tax”.
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PART III
IMPOSITION OF INCOME TAX
Charge of income tax

10.—(1) Income tax shall, subject to the provisions of this Act, be
payable at the rate or rates specified hereinafter for each year of
assessment upon the income of any person accruing in or derived
from Singapore or received in Singapore from outside Singapore in
respect of —

(a) gains or profits from any trade, business, profession or
vocation, for whatever period of time such trade, business,
profession or vocation may have been carried on or
exercised;

(b) gains or profits from any employment;
(c) [Deleted by Act 29/65]

(d) dividends, interest or discounts;

(e) any pension, charge or annuity;

(f) rents, royalties, premiums and any other profits arising
from property; and

(g) any gains or profits of an income nature not falling within
any of the preceding paragraphs.

(2) In subsection (1)(b), “gains or profits from any employment”
means —

(a) any wages, salary, leave pay, fee, commission, bonus,
gratuity, perquisite or allowance (other than a subsistence,
travelling, conveyance or entertainment allowance which
is proved to the satisfaction of the Comptroller to have
been expended for purposes other than those in respect of
which no deduction is allowed under section 15) paid or
granted in respect of the employment whether in money or
otherwise;

(b) the value of any food, clothing or lodging provided or paid
for by the employer;
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(c) the annual value of any place of residence provided by the
employer and for the purposes of this paragraph —

(i)

(ii)

(iii)

if the remuneration received by a director of a
company is less than the annual value of the
premises, the full annual value shall be deemed to
be gains or profits of the employment;

except as provided in sub-paragraph (i), if the annual
value of the premises exceeds 10% of the gains or
profits from the employment mentioned in
paragraphs (a) and (b) less the rent, if any, paid by
the employee for the use of the premises, the excess
shall be disregarded;

where the premises are shared, “place of residence”
means the part of the premises occupied by the
person chargeable;

(d) any sum standing to the account of any individual in any
pension or provident fund or society which the individual
i1s entitled to withdraw upon retirement or which is
withdrawn therefrom.

[26/73; 26/93; 28/96; 49/2004]

(3) Any sum realised under any insurance against loss of profits
shall be taken into account in the ascertainment of any profits or

income.

(4) Where, under section 17,20 or 21, a balancing charge falls to be
made, the amount thereof shall be deemed to be income chargeable
with tax under this Act, except in the case of a balancing charge in

respect of —

(a) a Singapore ship which is owned by a shipping enterprise
within the meaning of section 13A or by an approved
shipping investment enterprise within the meaning of
section 13S at the time the balancing charge falls to be
made in respect of the Singapore ship, but only up to the
amount ascertained in accordance with the formula

A
i
B
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where A is the amount of allowances under section 19 or 19A
made to the enterprise in respect of the Singapore ship
against any income exempt from tax under
section 13A or 13S;

B is the total amount of allowances under section 19 or
19A which have been made in respect of the ship
during the period it is owned by the enterprise; and

C is the amount of balancing charge;

(b) a foreign ship the income derived from the operation of
which is exempt from tax under section 13A or 13F, or the
income derived from the chartering or finance leasing of
which is exempt from tax under section 13S, as the case
may be, but only up to the amount ascertained in
accordance with the formula

X
—=XZ,
Y
where X 1s the amount of allowances under section 19 or 19A
made to the enterprise in respect of the foreign ship
against any income exempt from tax under
section 13A, 13F or 13S, as the case may be;

Y is the total amount of allowances under section 19 or
19A which have been made in respect of the ship
during the period it is owned by the enterprise; and

Z 1is the amount of balancing charge.

[2/92; 32/95; 31/98; 7/2007]

(5) Subsection (4)(b) shall apply, with the necessary modifications,
to any dredger, seismic ship, or any vessel used for offshore oil or gas
activity the income derived from the operation of which is exempt
from tax under section 13F or the income derived from the chartering

or finance leasing of which is exempt from tax under section 13S.
[49/2004; 7/2007]
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(5A) In subsections (4) and (5), “finance leasing” has the same
meaning as in section 13S(20).
[7/2007]
(6) Any gains or profits, directly or indirectly, derived by any
person from a right or benefit granted on or after 1st January 2003,
whether granted in his name or in the name of his nominee or agent, to
acquire shares in any company shall, where the right or benefit is
obtained by that person by reason of any office or employment held
by him, be deemed to be income chargeable to tax under
subsection (1)(b), accruing at such time and of such amount as
determined under the following provisions:

(a) where the right or benefit is exercised, assigned, released
or acquired, at the time of the exercise, assignment, release
or acquisition of the right or benefit and the gains or profits
shall be the price of the shares in the open market at that
time, less any amount paid for the shares;

(b) notwithstanding paragraph (a), where the right or benefit
granted is subject to any restriction on the sale of the shares
so acquired, at the time the restriction ceases to apply and
the gains or profits shall be the price of the shares in the
open market at that time, less any amount paid for the
shares;

(c) if'it is not possible to determine the gains or profits under
paragraph (a) or (b), the Comptroller may use the net asset
value of the shares, less any amount paid for the shares, as
the basis for determining the gains or profits;

(d) notwithstanding paragraphs (a) and (c), any gains or profits
derived by him by any exercise of a right or benefit to
acquire shares in any company listed on the Singapore
Exchange shall be computed in accordance with the
following formula:

A — B,

where A 1s —

(1) ifthe shares are not treasury shares, the price of
the shares in the open market at the last
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transaction on the date on which the shares are
first listed on the Singapore Exchange after the
acquisition of the shares by him; and

(11) 1if'the shares are treasury shares, the price of the
shares in the open market at the last transaction
on the date an appropriate entry is made in the
Depository Register by the Central Depository
(Pte) Ltd to effect the acquisition of the
treasury shares by him; and

B is the amount paid for such shares;

(e) [Deleted by Act 27/2009 wef 29/12/2009]

(f) “shares” includes stocks.

[37/2002]
(6A) For the avoidance of doubt, section 10(5) in force immediately
before 10th December 2002 shall continue to apply to any gains or
profits directly or indirectly derived by the exercise, assignment or
release of any right or benefit to acquire shares (including stocks) in a
company granted to a person before 1st January 2003, whether in his
name or in the name of his nominee or agent, where the right or
benefit was obtained by that person by reason of any office or

employment held by him.
[7/2007]

(7) Notwithstanding subsection (6), where —

(a) the right or benefit to acquire shares in a company is
granted on or after 1st January 2003 to an individual while
he is exercising an employment in Singapore; and

(b) immediately before he ceases that employment —

(1) the individual is neither a citizen of Singapore nor a
Singapore permanent resident, or being a Singapore
permanent resident is leaving  Singapore
permanently; and

(i1) the right or benefit is not exercised, assigned,
released or acquired by him, or the restriction on
the sale of the shares has not ceased to apply,
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any gains or profits from the right or benefit shall be —

(A) deemed to be income derived by the individual one month
before the date of cessation of employment or the date the
right or benefit is granted, whichever is the later; and

(B) computed based on the price of the shares in the open
market on that date, less the amount paid for the shares.
[37/2002]
(7A) The Comptroller may, if he thinks fit and subject to such
condition as he may impose, accept from the employer of an
individual to whom subsection (7) applies an undertaking —

(a) to make a return, in such form and by such time as the
Comptroller may determine, of any gains or profits derived
by the individual from the right or benefit to acquire shares
in a company as computed under subsection (6);

(b) to pay to the Comptroller any tax assessed on such gains or
profits; and

(c) to pay the penalties specified in the undertaking for any
failure to comply with paragraph (a) or (b).
[49/2004]
(7B) Where the Comptroller accepts an undertaking from the
employer of an individual under subsection (7A), subsection (7) shall
not apply to the individual and he shall be assessed in accordance
with subsection (6).
[49/2004]
(7C) If any condition imposed by the Comptroller under
subsection (7A) has not been complied with by the employer of an
individual, then notwithstanding the undertaking given by the
employer, the gains or profits derived by the individual from the
right or benefit to acquire shares in a company shall be assessed in
accordance with subsection (7) and shall be deemed to be income
accruing to the individual in the year in which the condition is not

complied with.
[49/2004]
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(8) Subsection (6)(c) shall apply, with the necessary modifications,
to gains or profits derived by an individual referred to in
subsection (7).

[37/2002]

(8A) For the purpose of subsection (1)(d) —

(a) any discount on any debt security shall be deemed to
accrue when the debt security is redeemed;

(b) subject to any exemption from tax provided under this Act,
the discount shall be deemed to be income chargeable to
tax of the holder of the debt security immediately before
such redemption; and

(c) the discount on any debt security shall be deemed to be an
amount equal to the difference between —

(1) the amount payable to the holder of the debt security
upon the maturity or any earlier redemption of the
debt security; and

(i1) the amount paid by the first holder of the debt
security for the issue of the debt security.
[53/2007]
(8B) Insubsection (8A), “debt security” has the same meaning as in
section 43N(4).

[53/2007]

(9) For the purposes of subsection (1)(e), the income derived from

an annuity for any year shall be deemed to be an amount equal to 3%

of the total consideration payable or paid for the purchase of the

annuity except that the whole amount of the annuity shall be deemed
to be income if —

(a) the person deriving income from the annuity has
previously received sums equal to the total consideration
for the annuity exclusive of the amounts deemed to be
income under this subsection; or

(b) the annuity is purchased by the employer of the person
deriving on or after 1st January 1993 such income in lieu of
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any pension or other benefit payable during his
employment or upon his retirement.
[4/75; 26/93]
(10) Subsection (9) shall not apply to any annuity purchased under
the SRS.
[24/2001]
(11) [Deleted by Act 27/2009 wef 29/12/2009]

(12) Where a person derives interest from a negotiable certificate of
deposit or derives gains or profits from the sale thereof, his income
shall be treated as follows:

(@) 1n the case of a financial institution the interest and the
gains or profits shall be deemed to be income from a trade
or business under subsection (1)(a);

(b) 1n any other case the interest and the gains or profits shall
be deemed to be income from interest under
subsection (1)(d) subject to the following provisions:

(1) if the interest is received by a subsequent holder of a
certificate of deposit the income derived from such
interest shall exclude the amount by which the
purchase price exceeds the issued price of the
certificate, except where that amount has been
excluded in the computation of any previous
interest derived by him in respect of that
certificate; and

(i1)) where a subsequent holder sells a certificate after
receiving interest therefrom the gains or profits shall
be deemed to be the amount by which the sale price
exceeds the issued price or the purchase price,
whichever 1s the lower; and

(c) for the purposes of paragraph (b), where a subsequent
holder purchases a certificate at a price which is less than
the issued price and holds the certificate until its maturity,
the amount by which the issued price exceeds the purchase

price shall be deemed to be interest derived by him.
[4/75]
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(13) Any maintenance payment received by —

(a) a child under a maintenance order or a deed of separation;
or

(b) a parent under a maintenance order made under the
Maintenance of Parents Act (Cap. 167B),

shall not be deemed to be income for the purposes of subsection (1).
[28/96]
(14) For the purposes of subsection (1)(a) and (f), the income
derived by any author, composer or choreographer, or any company
in which he beneficially owns all the issued shares, from any royalties
or other payments received as consideration for the assignment of or
for the right to use the copyright in any literary, dramatic, musical or
artistic work, shall be deemed to be —

(a) the amount of the royalties or other payments remaining
after the deductions allowable under Parts V and VI have
been made; or

() an amount equal to 10% of the gross amount of the
royalties or other payments,

whichever is the less.
[24/2000; 34/2005; 7/2007]
(15) Subsection (14) shall not apply to royalties or payments
received in respect of any work published in any newspaper or
periodical.
[1/88]
(16) For the purposes of subsection (1)(a) and (f), the income
derived by an individual who is the inventor, author, proprietor,
designer or creator (as the case may be) of an approved intellectual
property or approved innovation, or by any company in which he
beneficially owns all the issued shares, from any royalties or other
payments received as consideration for the assignment of or the rights
in the approved intellectual property or approved innovation shall be
deemed to be —

(a) the amount of the royalties or other payments remaining
after the deductions allowable under Parts V and VI have
been made; or
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(b) an amount equal to 10% of the gross amount of royalties or
other payments,

whichever is the less.
[7/2007]
(17) Notwithstanding subsection (16), where it appears to the
Comptroller that any amount of income which has been determined
under that subsection for the purposes of subsection (1)(a) or (f) ought
not to have been so determined for any year of assessment, the
Comptroller may, within 6 years (if that year of assessment is 2007 or
a preceding year of assessment) or 4 years (if that year of assessment
is 2008 or a subsequent year of assessment) after the end of that year
of assessment, make such assessment or additional assessment upon
the individual as may be necessary in order to make good any loss of
tax.
[11/94; 53/2007]
(18) In subsection (16) —

“approved” means approved for such period not exceeding 5
years by the Minister or such person as he may appoint;

“innovation” means —

(a) any new product or new service, or any new method
used in the manufacture or processing of goods or
materials or in the provision of services; or

(b) any substantial improvement in any product or in the
provision of any service, or in any method used in the
manufacture or processing of goods or materials or in
the provision of services,

which involves novelty or originality;

“rights in the approved intellectual property or approved
innovation” means the rights relating to any patent,
copyright, trade mark, industrial design, layout-design of
integrated circuit, or know-how of an approved intellectual
property or approved innovation, where a substantial part of
the work in producing the approved intellectual property or
innovation is undertaken in Singapore.

[24/2000; 7/2007]
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(19) Any distribution made by a unit trust approved under
section 10B out of gains or profits derived on or after 1st July
1989 from the disposal of securities and which have not been subject
to tax shall be deemed to be income if received by a unit holder except
where the unit holder is —

(a) an individual resident in Singapore; or

(b) a person who is not resident in Singapore and has no
permanent establishment in Singapore.

[23/90]

(20) Any distribution made by a designated unit trust to any unit

holder or by an approved CPF unit trust to any unit holder out of —

(a) gains or profits derived from Singapore or elsewhere from
the disposal of securities;

(b) interest (other than interest for which tax has been
deducted under section 45); and

(¢) dividends derived from outside Singapore and received in
Singapore,

which do not form part of the statutory income of the designated unit
trust or approved CPF unit trust by virtue of section 35(12) shall,
subject to subsection (21), be deemed to be income of the unit holder

if he is not a foreign investor.
[32/95; 31/98; 24/2000]

(20A) Any distribution made by a designated unit trust or approved
CPF unit trust to any unit holder out of —

(a) gains or profits derived on or after 27th February 2004
from —

(i) foreign exchange transactions;
(i1) transactions in futures contracts;

(i11) transactions in interest rate or currency forwards,
swaps or option contracts; and

(iv) transactions in forwards, swaps or option contracts
relating to any securities or financial index;
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(b) distributions from foreign unit trusts derived from outside
Singapore and received in Singapore on or after
27th February 2004;

(c) fees and compensatory payments (other than fees and
compensatory payments for which tax has been deducted
under section 45A) derived on or after 27th February 2004
from securities lending or repurchase arrangements
with —

(1) aperson who is neither a resident of nor a permanent
establishment in Singapore;

(i1) the Monetary Authority of Singapore;
(i11) a bank licensed under the Banking Act (Cap. 19);

(iv) a merchant bank approved as a financial institution
under section 28 of the Monetary Authority of
Singapore Act (Cap. 186);

(v) a finance company licensed under the Finance
Companies Act (Cap. 108);

(vi) aholder of a capital markets services licence licensed
to carry on business in the following regulated
activities under the Securities and Futures Act
(Cap. 289) or a company exempted under that Act
from holding such a licence:

(A) dealing in securities (other than any person
licensed under the Financial Advisers Act
(Cap. 110));

(B) fund management;
(C) securities financing; or
(D) providing custodial services for securities;

(vii) acollective investment scheme or closed-end fund as
defined in the Securities and Futures Act (Cap. 289)
that is constituted as a corporation;

(viii) the Central Depository (Pte) Limited;
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(ix) an insurer licensed or regulated under the Insurance
Act (Cap. 142) or exempted under that Act from
being licensed or regulated; or

[Act 11 of 2013 wef 18/04/2013]

(x) atrust company licensed under the Trust Companies

Act (Cap. 336);

(d) rents and any other income derived from any immovable
property situated outside Singapore and received in
Singapore on or after 27th February 2004;

(e) discount derived from outside Singapore and received in
Singapore on or after 27th February 2004;

(f) discount from —

(1) qualifying debt securities issued during the period
from 27th February 2004 to 16th February 2006
which mature within one year from the date of issue
of those securities; or

(i1) qualifying debt securities issued during the period
from 17th February 2006 to 31st December 2013;
[34/2008 wef 16/12/2008]
(g) gains or profits derived on or after 27th February 2004
from the disposal of debentures, stocks, shares, bonds or
notes issued by supranational bodies;

(h) prepayment fee, redemption premium and break cost from
qualifying debt securities issued during the period from
15th February 2007 to 31st December 2013; and

[34/2008 wef 16/12/2008]

(i) such other income directly attributable to qualifying debt
securities issued on or after a prescribed date, as may be
prescribed by regulations,

which do not form part of the statutory income of the designated unit
trust or approved CPF unit trust by virtue of section 35(12A) shall be
deemed to be income of the unit holder if he is not a foreign investor.
[49/2004; 11/2005; 7/2007; 53/2007]

(21) Where any distribution made out of gains or profits referred to
in subsection (20)(a) is made to a unit holder who is an individual
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resident in Singapore, the distribution, if made on or after
28th February 1998, shall not be deemed to be income of that unit
holder.
[32/95; 31/98]
(22) Where a designated unit trust had also been approved under
section 10B, any distribution made by the designated unit trust out of
any income (including gains or profits from the disposal of securities)
derived by it during the period the designated unit trust was approved
under section 10B shall be treated as income of a unit holder in
accordance with subsection (19) and section 35(11) and (15).
[32/95]
(23) In subsections (20), (20A), (21) and (22) —

“approved CPF unit trust” has the same meaning as in
section 35(14);

“break cost”, “prepayment fee” and “redemption premium”
have the same meanings as in section 13(16);

“compensatory payment” has the same meaning as in
section 10N(12);

“designated unit trust” means any unit trust designated under
section 35(14);

“financial index” includes any currency, interest rate, share,
stock or bond index;

“foreign investor” —

(a) in relation to an individual, means an individual who
is not resident in Singapore;

(b) in relation to a company, means a company which is
not resident in Singapore and —

(1) in the case of a company with not more than 50
sharecholders, all of its issued shares are
beneficially owned, directly or indirectly, by
persons who are not citizens of Singapore and
not resident in Singapore; and

(i1) in the case of a company with more than 50
shareholders, not less than 80% of the total
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number of its issued shares are beneficially
owned, directly or indirectly, by persons who
are not citizens of Singapore and not resident in
Singapore; and

(c) inrelation to a trust fund, means a trust fund where at
least 80% of the value of the fund is beneficially held,
directly or indirectly, by foreign investors referred to
in paragraph (a) or (b) and, unless waived by the
Minister or such person as he may appoint, where —

(1) the fund is created outside Singapore; and

(i1) the trustees of the fund are neither citizens of
Singapore nor resident in Singapore;

“qualifying debt securities” has the same meaning as in
section 13(16);

“securities” has the same meaning as in section 10A;

“securities lending or repurchase arrangement” has the same
meaning as in section 10N(12).

[32/95; 31/98; 49/2004; 34/2005; 53/2007]

(24) For the purposes of subsection (2)(d), the sum standing to the
account of any individual in any pension or provident fund or society,
other than a pension or provident fund to which section 10C applies,
shall be deemed to accrue to the individual on the date he is entitled to
the sum upon retirement or on the date he withdraws any sum before
his retirement, as the case may be, except that where upon his
retirement an individual is entitled to elect under the rules or
constitution of the pension or provident fund or society as to the
manner and amount of the sum to be withdrawn, only the amount so
withdrawn shall be deemed to be income of the individual accruing
on the date of withdrawal.

[26/93]

(25) It 1s hereby declared for the avoidance of doubt that the
amounts described in the following paragraphs shall be income
received in Singapore from outside Singapore whether or not the
source from which the income is derived has ceased:
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(a) any amount from any income derived from outside
Singapore which is remitted to, transmitted or brought
into, Singapore;

(b) any amount from any income derived from outside
Singapore which is applied in or towards satisfaction of
any debt incurred in respect of a trade or business carried
on in Singapore; and

(c) any amount from any income derived from outside
Singapore which is applied to purchase any movable
property which is brought into Singapore.

[32/95]

(26) Any payment accrued to a self-employed individual under
section 9, 12AB, 12B, 12E or 12H of the Child Development Co-
Savings Act (Cap. 38A) shall be deemed to be income from his trade,
business, profession or vocation chargeable to tax under

subsection (1)(a). [24/2001]
4

[22/2011 wef 31/10/2008]
[13/2011 wef 01/05/2011]
[Act 30 of 2023 wef 01/05/2013]

(27) Where any income is derived by a special purpose vehicle
under any approved Islamic debt securities arrangement entered into
on or after 17th February 2006, the income shall be deemed to have
been derived at the end of the arrangement by the originator of the
arrangement.

[53/2007]

(28) In subsection (27) —

“approved” means approved by the Minister or such person as
he may appoint, subject to such conditions as the Minister or
person may impose;

“Islamic debt securities” has the same meaning as in
section 43N(4);

“Islamic debt securities arrangement” means an arrangement
under which —
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(a) immovable properties in Singapore are acquired by a
special purpose vehicle from a person (referred to in
this subsection and subsection (27) as the originator)
where the acquisition is funded through the issuance
of Islamic debt securities by the special purpose
vehicle;

(b) the immovable properties are leased by the special
purpose vehicle to the originator; and

(c¢) the immovable properties are reacquired by the
originator upon the maturity of the Islamic debt
securities;

“special purpose vehicle” means a company whose only
business is to acquire the originator’s immovable properties
in Singapore, lease them back to the originator and transfer
such properties to the originator upon the maturity of the
Islamic debt securities.

[53/2007]

Profits of investment company

10A.—(1) Notwithstanding any other provisions of this Act, the
Minister may by regulations —

(a) provide that tax on gains or profits derived from the
disposal of securities (other than transferred securities to
which section 10N applies) by an approved investment
company shall be levied and paid for each year of
assessment upon such amount as may be determined by
reference to the period during which those securities have
been held;

(b) provide for the deduction of such amount of allowances
under section 19, 19A, 20, 21 or 23 to be granted in such
manner as may be prescribed;

(c) provide for the deduction of such amount of losses arising
from the disposal of securities (other than transferred
securities to which section 10N applies) as may be
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determined by reference to the period during which those
securities have been held;

(d) provide for the deduction of such amounts of expenses and
donations allowable under this Act in such manner as may
be prescribed.

[3/89; 37/2002]

(2) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“investment company” means any company whose business
consists wholly or mainly in the making of investments and
the principal part of whose income is derived therefrom;

“securities” means —

(a) debentures, stocks, shares, bonds or notes issued by a
government or company,

(b) any right or option in respect of any such debentures,
stocks, shares, bonds or notes; or

(¢) units in any unit trust within the meaning of

section 10B.
[23/90; 32/95]

Profits of unit trusts

10B.—(1) Notwithstanding any other provisions of this Act, the
Minister may by regulations —

(a) provide that tax on gains or profits derived on or after
Ist July 1989 from the disposal of securities by an
approved unit trust shall be levied and paid for each year
of assessment by the trustees upon such percentage of the
gains or profits and in such manner as may be prescribed;

(b) provide for the deduction of such percentage of the losses
arising from the disposal of securities in such manner as
may be prescribed;

(c) provide for the deduction of expenses allowable under this
Act to be granted in such manner as may be prescribed;
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(d) provide for the deduction of tax by the trustees of the unit
trust on any distribution received by a unit holder which is
deemed to be income under section 10(19).

[23/90]

(2) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“securities” has the same meaning as in section 10A;

“unit” means a right or interest (whether described as a unit, a
sub-unit or otherwise) which may be acquired under a unit
trust;

“unit trust” means any trust established for the purpose, or
having the effect, of providing facilities for the participation
by persons as beneficiaries under a trust, in profits or income
arising from the acquisition, holding, management or
disposal of securities or any other property.

[23/90]

Excess provident fund contributions, etc., deemed to be income

10C.—(1) Notwithstanding section 13(1)(j), where in any year,

contributions have been made by an employer in respect of an
employee under section 7 of the Central Provident Fund Act
(Cap. 36) —

(a) any part of the employer’s contributions, in respect of
ordinary or additional wages paid to the employee in that
year, which is not obligatory under that Act; or

(b) the employer’s contributions in respect of that part of the
additional wages which exceeds the specified amount paid
to the employee in that year,

shall be deemed to be income accruing to the employee for the year in
which the wages are paid.

[23/90; 49/2004; 34/2005; 7/2007]

(2) Notwithstanding subsection (1)(@), where in any year,

contributions obligatory by reason of a contract of employment are

made by any relevant employer to the Central Provident Fund in
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respect of overseas ordinary wages or overseas additional wages paid
to an employee in that year, that part of such contributions up to the
relevant amount shall not be deemed to be income accruing to the
employee.
[11/94]
(3) Subsection (2) shall not apply to contributions made by an
employer in any year from 1st January 1999 to the Central Provident
Fund in respect of an employee who holds a professional visit pass or
a work pass in that year.
[1/98; 30/2007]
(4) Notwithstanding subsection (1)(a) but subject to subsection (6),
where a contribution is made by an employer in any year to the
medisave account of his employee maintained under the Central
Provident Fund Act (Cap. 36), the contribution up to the maximum
amount referred to in subsection (5) shall not be deemed to be income
accruing to the employee.
[22/2011 wef 01/01/2011]
(5) The maximum amount is $1,500 less —

(a) any previous contribution made by the same or another
employer to that medisave account in that year where the
contribution 1s not deemed to be income under
subsection (4); and

(b) any previous contribution made to that medisave account

in that year that is exempt from tax under section 13(1)(jc).

[22/2011 wef 01/01/2011]

(6) Subsection (4) shall not apply to contributions made by an

employer in any year from 1st January 1999 to the Central Provident

Fund in respect of an employee who holds a professional visit pass or
a work pass in that year.

[1/98; 30/2007]

(7) [Deleted by Act 7 of 2007]
(8) Where in any year contributions under section 7 of the Central
Provident Fund Act have been made in respect of an employee

employed by 2 or more employers and the employers are related to
each other, subsection (1)(b) shall apply as if all the ordinary and
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additional wages from those related employers and the contributions
on those wages were paid by one employer.
[7/2007]
(9) For the purposes of subsection (8), one employer shall be
deemed to be related to another where one of them, directly or
indirectly, has the ability to control the other or where both of them,
directly or indirectly, are under the control of a common person.

(10) Subsections (1) to (9) shall apply, with the necessary
modifications, to contributions made by an employer to a
designated pension or provident fund as if those contributions were
employer’s contributions to the Central Provident Fund.

(11) Where in any year contributions have been made by an
employer in respect of an employee to any pension or provident fund
constituted outside Singapore, the whole of the contributions made to
that pension or provident fund shall be deemed to be income accruing
to the employee for the year in which the contributions are paid.

[26/93]

(12) In this section —

“additional wages” has the same meaning as in the Central
Provident Fund Act (Cap. 36);

“designated pension or provident fund” means an approved
pension or provident fund designated by the Minister under
section 39(8);

“employer’s contributions” means the contributions made by
any employer under section 7(1) of the Central Provident
Fund Act less the amount of contributions recoverable by the
employer from the wages of an employee under section 7(2)
of that Act;

“ordinary wages” has the same meaning as “ordinary wages for
the month” in the Central Provident Fund Act;

“overseas additional wages” means additional wages paid in
respect of the performance of any duty for any period outside
Singapore;
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“overseas ordinary wages” means ordinary wages paid in
respect of the performance of any duty for any period
outside Singapore;

“overseas total wages”, in relation to any year, means the total of
the overseas ordinary wages and overseas additional wages in
that year received by an employee;

“relevant amount” means the amount of contributions which
would have been required to be made by the relevant
employer had such contributions been obligatory under the
Central Provident Fund Act in respect of —

(a) the overseas total wages paid to an employee in any
year less the aggregate in that year of such part of the
overseas ordinary wages paid to the employee in
every month in that year as exceeds $4,500 (being a
month before September 2011) or $5,000 (being the
month of September 2011 or any subsequent month);
or

(b) $79,333 (in relation to the year 2011) or $85,000 (in
relation to the year 2012 and every subsequent year),

whichever is the lesser;
[22/2011 wef Y/A 2012 & Sub Ys/A]
“relevant employer” means any company incorporated or
registered under the Companies Act (Cap. 50) or any
person registered under the Business Registration Act
(Cap. 32);

“specified amount” means —

(a) in relation to the year 2005, the difference between
$85,000 and the total ordinary wages paid to the
employee in that year; and for this purpose, any
amount of ordinary wages paid to the employee for
any month in the year in excess of $5,000 shall be
disregarded;

(b) in relation to the year 2006, 2007, 2008, 2009 or
2010, the difference between $76,500 and the total
ordinary wages paid to the employee in that year; and
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for this purpose, any amount of ordinary wages paid
to the employee for any month in the year in excess of

$4,500 shall be disregarded;
[22/2011 wef Y/A 2012 & Sub Ys/A]
(c) in relation to the year 2011, the difference between
$79,333 and the total ordinary wages paid to the
employee in that year; and for this purpose, any
amount of ordinary wages paid to the employee for
any month in the year in excess of $4,500 (being a
month before September 2011) or $5,000 (being the
month of September 2011 or any subsequent month)

shall be disregarded; and

[22/2011 wef Y/A 2012 & Sub Ys/A]
(d) in relation to the year 2012 and every subsequent
year, the difference between $85,000 and the total
ordinary wages paid to the employee in that year; and
for this purpose, any amount of ordinary wages paid
to the employee for any month in the year in excess of

$5,000 shall be disregarded;
[22/2011 wef Y/A 2012 & Sub Ys/A]
“total wages”, in relation to any year, means the total of the
ordinary and additional wages in that year received by an

employee;

“year” means any year from 1st January to 31st December.
[11/94; 49/2004; 34/2005; 7/2007]

Income from finance or operating lease

10D.—(1) Notwithstanding any other provisions of this Act, the
Minister may by regulations provide for the circumstances in which
the Comptroller may direct that allowances under section 19, 19A,
20, 21, 22 or 23 in respect of any machinery or plant which is leased
under a finance lease entered into on or after 1st April 1990 shall not
be made to the lessor but to the lessee as though the machinery or
plant had been sold by the lessor to the lessee.
[20/91]
(2) In determining the income of a lessor from the leasing of any
machinery or plant, other than those which have been treated as
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though they had been sold pursuant to regulations made under
subsection (1), the following provisions shall apply:

(a)

(b)

(c)

(d)

the Comptroller shall determine the manner and extent to
which —

(1) allowances under section 19, 19A, 20, 21, 22 or 23
and any expenses and donations allowable under this

Act are to be deducted;
(i1) any loss may be deducted under section 37;

where the lessor derives income from onshore leasing or
offshore leasing or both and such income is subject to tax
under section 42(1) or 43(1), the allowances under
section 19, 19A, 20, 21, 22 or 23 in respect of finance
leasing shall only be available as a deduction against the
income from finance leasing, and any balance of the
allowances shall not, subject to paragraph ( d), be available
as a deduction against any other income or be available for
transfer under section 37C, 37D or 37F;

where the lessor is a leasing company which derives
income from onshore leasing as well as from offshore
leasing subject to the concessionary rate of tax under
section 43I, any balance of the allowances under
section 19, 19A, 20, 21, 22 or 23 in respect of onshore
finance leasing in any year of assessment after deduction
against the income from such leasing shall be available as a
deduction against any income from offshore finance
leasing for that year of assessment, and any balance of
the allowances shall not, subject to paragraph (d), be
available as a deduction against any other income or be
available for transfer under section 37C;

where the lessor referred to in paragraph (b) or (c¢) ceases to
derive income from finance leasing in the basis period for
any year of assessment, any balance of the allowances after
the deduction in paragraph (b) or (c) shall be available as a
deduction against any other income for that year of
assessment and for any subsequent year of assessment in
accordance with section 23;
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(e) where the lessor is a leasing company which derives
income from onshore leasing as well as from offshore
leasing subject to the concessionary rate of tax under
section 431 —

(1) the allowances under section 19, 19A, 20, 21, 22 or
23 1in respect of operating leasing shall firstly be
available as a deduction against the income from
such leasing, and any balance of the allowances shall
be available as a deduction against any other income;
and

(i1) any losses incurred in respect of finance leasing or
operating leasing shall be available as a deduction
against any other income.

[1/98; 37/2002; 49/2004; 34/2005; 53/2007]

(3) In this section —

“finance lease” means a lease of any machinery or plant
(including any arrangement or agreement in connection with
the lease) which has the effect of transferring substantially
the obsolescence, risks or rewards incidental to ownership of
such machinery or plant to the lessee;

“finance leasing” means the leasing of any machinery or plant
under any finance lease;

99 ¢¢

“leasing company”, “offshore finance leasing” and “offshore
leasing” have the same meanings as in section 431(9);

“onshore finance leasing” means the onshore leasing of any
machinery or plant under any finance lease;

“onshore leasing” means the leasing, other than offshore leasing,
of any machinery or plant;

“operating leasing” means the leasing of any machinery or plant,
other than finance leasing.

[1/98; 53/2007]
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Ascertainment of income from business of making investment

10E.—(1) Notwithstanding any other provisions of this Act, in
determining the income of a company or trustee of a property trust
derived from any business of the making of investments the following
provisions shall apply:

(@)

(b)

(c)

any outgoings and expenses incurred by the company or
trustee of a property trust in respect of investments of that
business which do not produce any income shall not be
allowed as a deduction under section 14 for that business or
other income of the company or trustee of a property trust;

any outgoings and expenses incurred by the company or
trustee of a property trust in respect of investments of that
business which produce any income shall only be available
as a deduction under section 14 against the income derived
from such investments and any excess of such outgoings
and expenses over such income in any year shall be
disregarded; and

the allowances under sections 19, 19A, 20 and 21 relating
to that business shall only be available as a deduction
against the income derived from investments of that
business which produce any income and the balance of

the allowances in any year shall be disregarded.
[32/95; 37/2002]

(1A) Where subsection (1) would apply to the originator of any
approved Islamic debt securities arrangement if that arrangement had

not been

entered into, that subsection shall continue to apply to the

originator as if the arrangement had not been entered into.

[53/2007]

(2) In this section —

“approved Islamic debt securities arrangement” and ““originator”
have the same meanings as in section 10(28);

“business of the making of investments” includes the business of
letting immovable properties;

“immovable property-related assets” means debt securities and
shares issued by property companies, mortgaged-backed
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securities, other property trust funds, and assets incidental to
the ownership of immovable properties;

“investments” means securities, immovable properties and
immovable property-related assets;

“property trust” means a trust which invests in immovable
properties or immovable property-related assets.

[32/95; 37/2002; 53/2007]

Ascertainment of income from certain public-private
partnership arrangement

10F.—(1) Where —

(a) a contract is entered into on or after the date of
commencement of section 4 of the Income Tax
(Amendment) Act 2009 between the Government or any
approved statutory body and any person under a public-
private partnership arrangement; and

(b) the contract is or contains a finance lease recognised as
such by the lessor in accordance with FRS 17 read with
INT FRS 104, the Government or the approved statutory
body being the lessee and the person being the lessor,

then —

(1) notwithstanding any provisions under Part VI, the
allowances under section 16, 17, 18B, 18C, 19, 19A, 20,
21, 22 or 23 in respect of any building or structure, or any
machinery or plant, which is a subject of that finance lease,
shall not be made to the person, but to the Government or
the approved statutory body, as the case may be; and
[29/2010 wef 23/02/2010]
(i1) the person shall not be assessed to tax on that part of the
lease payment under that finance lease that is attributable
to repayment of principal.

(2) In this section —

“approved” means approved by the Minister or such person as
he may appoint;
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“FRS 177 and “INT FRS 104” mean the financial reporting
standards known as Financial Reporting Standard 17
(Leases) and Interpretation of Financial Reporting Standard
104 (Determining whether an arrangement contains a lease),
respectively, issued by the Accounting Standards Council
under the Accounting Standards Act (Cap. 2B).

[27/2009 wef 29/12/2009]

10G. [Repealed by Act 37/2002]

Ascertainment of income from business of hiring out motor
cars or providing driving instruction

10H.—(1) Notwithstanding any other provisions of this Act, in
determining the income derived by any person for any year of
assessment from any business of hiring out motor cars or of providing
driving instruction using motor cars, the following provisions shall

apply:
(@)

(b)

any outgoings and expenses incurred in respect of that
business for that year of assessment and allowable under
this Act shall only be deducted against the income derived
from that business and any excess of such outgoings and
expenses over such income shall not be available as a
deduction against any other income of the person or be
available for transfer under section 37C, 37D or 37F for
that year of assessment and any subsequent year of
assessment; and

the allowances under sections 19, 19A, 20, 21 and 22
relating to that business for that year of assessment shall
only be available as a deduction against the income derived
from that business and any excess of such allowances over
such income shall not be available as a deduction against
any other income of the person or be available for transfer
under section 37C, 37D or 37F for that year of assessment

and any subsequent year of assessment.
[32/99; 37/2002; 49/2004; 34/2005]

(2) In this section, “motor car” means a car which is constructed or
adapted for the carriage of not more than 7 passengers exclusive of
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the driver and the weight of which unladen does not exceed 3,000

kilograms.
[32/99]

Reduction of share capital

10I.—(1) This section shall, subject to sections 10J, 10K and 10M,
apply where a company resident in Singapore reduces its share capital
and the reduction of share capital involves a payment to any
shareholder of the company.

[32/99; 24/2001]

(2) Where the reduction of share capital is made out of the
contributed capital of the company, and a payment is made to any
shareholder of the company pursuant to such reduction, the payment
to the shareholder shall not be regarded as a payment of dividend by
the company to the shareholder, and an amount equal to the payment
shall be debited to the contributed capital account referred to in
subsection (5)(c)(1).

[32/99]

(3) Where the reduction of share capital is not made out of the
contributed capital of the company, and a payment is made to any
shareholder of the company pursuant to such reduction, the payment
to the shareholder shall be deemed to be a dividend paid by the
company to the shareholder on the date of the payment, and the
provisions relating to the payment of dividends under this Act and the
Economic Expansion Incentives (Relief from Income Tax) Act
(Cap. 86) shall apply, with the necessary modifications, to the
dividend deemed to be paid.

[32/99]

(4) Where the dividend deemed to be paid under subsection (3) is a
dividend to which section 44 applies, the amount of dividend deemed
to be paid by the company to the shareholder shall be deemed to be of
such a gross amount as after deduction of tax at the rate deductible at
the date of payment would be equal to the amount of payment made

by the company to the shareholder.
[32/99]
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(5) For
(a)

(b)

(©)

the purposes of this section —

the share capital of a company shall include any reserve
which is treated as paid-up share capital of the company for
the purpose of any reduction of share capital made by the
company;

the contributed capital of a company as at any date shall be
the aggregate of the amounts received by the company,
whether in cash or in the form of other valuable
consideration, for the shares it had issued up to that date
reduced by —

(1) the aggregate of the amounts of any payment made to
any shareholder of the company pursuant to any
reduction of share capital by the company up to that
date which had not been treated as a payment of
dividends for the purpose of this Act;

(i1) the aggregate of the amounts of any payment made to
any shareholder of the company pursuant to any
redemption of shares by the company up to that date
which had not been treated as a payment of dividends
for the purpose of this Act; and

(ii1) the aggregate of the amounts of any other payment
made to any shareholder of the company pursuant to
any return of share capital up to that date which had
not been treated as a payment of dividends for the
purpose of this Act;

in relation to the first reduction of its share capital made on
or after 18th November 1998 by any company, the
contributed capital of the company immediately before
the first reduction —

(1) shall be credited to an account (referred to in this
section as the contributed capital account) to be kept
by the company for the purposes of this section; and

(i1) where the aggregate of the amounts of any payment
referred to in paragraph (b)(1), (i1) and (iii) exceeds
the aggregate of the amounts received by the
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company, whether in cash or in the form of other
valuable consideration, for the shares it had issued
before the first reduction, the amount to be credited
to the contributed capital account shall be deemed to
be zero;

where any share is issued by a company subsequent to the
first reduction of its share capital referred to in
paragraph (c), any amount received by the company,
whether in cash or in the form of other valuable
consideration, for the shares it had issued shall be
credited to the contributed capital account;

where a company redeems any redeemable shares
subsequent to the first reduction of its share capital
referred to in paragraph (c¢) and section 10K does not
apply to that redemption, any payment made to any
shareholder for the purpose of that redemption shall be
debited to the contributed capital account where the
payment is not treated as a payment of dividends for the
purpose of this Act;

where any reduction of share capital of a company was
made before 18th November 1998 for the purposes of or in
connection with a scheme for the reconstruction of any
company or companies or the amalgamation of 2 or more
companies and such scheme resulted in the transfer of
assets of the first-mentioned company, whether directly by
that company or indirectly through its shareholders, to
another company in exchange for shares in the transferee
company, the consideration equal to the value of the assets
received by the transferee company for the shares issued
shall, notwithstanding paragraph (b), not form part of the
contributed capital of the transferee company where the
payment made by the first-mentioned company pursuant to
the reduction of its share capital was —

(1) not treated as a payment of dividend to the
shareholder of the first-mentioned company for the
purpose of this Act; and

Informal Consolidation — version in force from 28/6/2013



61 Car. 134 Income Tax 2008 Ed.

(i1)) more than the contributed capital of the first-
mentioned company immediately before the
reduction of its share capital;

(g) where paragraph (f) is applicable to the contributed capital
of a transferee company, the contributed capital of the first-
mentioned company under that paragraph after the
reduction of its share capital shall, notwithstanding
paragraph (b), not be reduced by the payment made by
the first-mentioned company for the reduction of its share
capital; and

(h) any amount applied by a company in issuing shares of the
company to its shareholders as bonus shares shall not be
regarded as receipts by the company from the issue of
shares.

[32/99; 34/2005]
(6) A company shall deliver to the Comptroller a copy of the
contributed capital account made up to any date specified by the

Comptroller whenever called upon to do so by notice in writing.
[32/99]

Shares buyback

10J.—(1) Where a company resident in Singapore purchases or
otherwise acquires shares issued by it from any shareholder of the
company (referred to in this section as a buyback), and such shares
are deemed cancelled under section 76B of the Companies Act
(Cap. 50), for the purposes of this section —

(a) the buyback constitutes a market purchase if the purchase
of the shares i1s made on a stock exchange; and

(b) the buyback constitutes an off-market purchase if the
purchase of the shares is made otherwise than on a stock
exchange.

[32/99; 34/2005; 7/2007]

(2) Where a company undertakes a buyback described in
subsection (1), any payment made by the company to any
shareholder for the buyback shall, to the extent that the payment is
made out of contributed capital of the company, not be regarded as a
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payment of dividend by the company to the shareholder, and an
amount equal to the payment shall be debited to the contributed
capital account kept by the company under section 10I(5)(c)(1).
[32/99]
(3) Where a company undertakes a buyback described in
subsection (1), any payment made by the company to any
shareholder for the buyback shall, to the extent that the payment is
not made out of the contributed capital of the company, be deemed to
be —

(a) adividend paid by the company on the date of the payment,
and the provisions relating to payment of dividends under
this Act and the Economic Expansion Incentives (Relief
from Income Tax) Act (Cap. 86) shall apply, with the
necessary modifications, to the dividend deemed to be
paid;

(b) a dividend received by the shareholder (not being a
transferee to whom section 10N applies) where the
buyback is an off-market purchase made in accordance
with an equal access scheme authorised in advance by the
company at a general meeting of the company.

[32/99; 37/2002]

(4) Notwithstanding subsection (3), where a company undertakes a

buyback described in subsection (1)(a) through a special trading

counter established on the Singapore Exchange, any payment made

by the company to any shareholder for the buyback shall, to the extent

that the payment is not made out of the contributed capital of the
company, be deemed to be —

(a) adividend paid by the company on the date of the payment,
and section 44 shall apply, with the necessary
modifications, to such dividend; and

(b) adividend received by the shareholder if the conditions in

subsection (5) are satisfied.
[24/2000]
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(5) The conditions referred to in subsection (4)(b) are —

(a) the shares sold through the special trading counter are not
acquired by the shareholder through any securities lending
or repurchase arrangement;

(b) the shareholder has beneficially owned the shares for a
continuous period of at least 183 days ending immediately
before the day of the sale of the share through the special
trading counter;

(c) the shareholder has furnished to the Comptroller, or such
other person as the Comptroller may direct, a declaration
relating to the ownership and other particulars of the shares
sold in such form and manner as may be approved by the
Comptroller; and

(d) the company has complied with such requirements as may
be imposed by the Comptroller.

[24/2000]

(6) Where the dividend deemed to be paid by a company under

subsection (3)(a) is a dividend to which section 44 applies, the

amount of dividend so paid by the company and the amount of

dividend deemed to be received by the shareholder under

subsection (3)(b) shall be deemed to be of such a gross amount as

after deduction of tax at the rate deductible at the date of payment

would be equal to the amount of payment made by the company to the

shareholder.

[32/99]

(7) The amount of any dividend deemed to be paid by a company

under subsection (4)(a) shall be deemed to be of such a gross amount

as after deduction of tax under section 44 at the rate deductible at the

date of payment would be equal to the amount of payment made by
the company.

[24/2000]

(8) The amount of any dividend deemed to be received by a

shareholder under subsection (4)(b) shall be deemed to be of such a

gross amount as after deduction of tax under section 44 at the rate
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deductible at the date of payment by the company would be equal to
the amount of payment received by the shareholder.

[24/2000]

(9) Where any payment made by a company to any shareholder for

a buyback is not deemed to be a dividend received by the shareholder

under subsection (3)(b) or (4)(b), no set-off under section 46 shall be

allowed to the shareholder in respect of the payment.

[32/99; 24/2000]

(10) Where a shareholder sells his shares to the company in an oft-
market purchase referred to in subsection (3)(b) —

(a) no deduction shall be allowed to him in respect of the costs
he incurred to acquire the shares he sold to the company;
and

(b) the cost of any remaining share in the company held by the
shareholder immediately after the sale shall be ascertained
by the formula

A
N )
where A is the aggregate cost of all shares in the company held

by the shareholder immediately preceding the
buyback of his shares; and

N is the number of remaining shares in the company
held by the shareholder after the buyback of his
shares.

[32/99]

(11) Notwithstanding any other provisions of this Act, where a
shareholder sells his shares through a special trading counter referred
to in subsection (4) and any payment received by the shareholder for
the buyback of such shares is deemed to be a dividend received by
him under that subsection —

(a) no deduction shall be allowed to him in respect of the costs
incurred to acquire the shares sold; and

(b) where any provision for the diminution in the value of such
shares has been allowed as a deduction previously, the total
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amount of all such deductions not written back shall be
deemed to be a trading receipt of the shareholder for the
basis period in which the shares are sold.
[24/2000]
(12) For the purposes of this section —

(a) the contributed capital of a company has the same meaning
as in section 10I(5)(b);

(b) where a company undertakes a buyback to which
subsection (2) applies and the buyback is effected before
any reduction of its share capital to which section 101
applies or any redemption of shares to which section 10K
applies or any purchase or acquisition of shares or stocks of
a preferential nature to which section 10M applies,
section 101(5)(c), (d) and (e) shall apply, with the
necessary modifications, for the purpose of the buyback
and any reference in that section to the first reduction shall
be read as a reference to the buyback;

(c¢) “equal access scheme” means a scheme which satisfies all
the following conditions:

(1) the offers under the scheme are to be made to every
person who holds shares to purchase or acquire the
same percentage of their shares;

(i1) all the persons mentioned in sub-paragraph (i) have a
reasonable opportunity to accept the offers made to
them; and

(111) the terms of all the offers are the same except that
there shall be disregarded —

(A) differences in consideration attributable to the
fact that the offers relate to shares with
different accrued dividend entitlements;

(B) differences in consideration attributable to the
fact that the offers relate to shares with
different amounts remaining unpaid; and
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(C) differences in the offers introduced solely to
ensure that each shareholder i1s left with a
whole number of shares;

(d) in determining the duration of beneficial ownership of
shares for the purposes of subsection (5)(b) —

(1) the day of acquisition of the shares shall be counted
as one day, but the day of sale of the shares shall be
excluded;

(1) any bonus shares or shares arising from a
consolidation or sub-division of shares shall be
deemed to have been acquired on the date of
acquisition of the original shares in respect of
which the bonus shares were issued, or from which
the consolidated or sub-divided shares were derived;

(ii1) the duration shall not be regarded as discontinued by
the lending or sale of the shares under any securities
lending or repurchase arrangement; and

(iv) regard shall be had to such other matters as may be
prescribed;

(e) “shares” includes stocks but does not include shares or

stocks of a preferential nature.
[32/99; 24/2000; 24/2001]

Shares redemption

10K.—(1) This section shall apply where a company resident in
Singapore redeems from its shareholders any redeemable shares

issued after 6th July 1999.
[32/99]

(2) Where a company redeems any redeemable shares to which this

section applies, any payment made by the company to any
shareholder from whom the shares are redeemed shall —

(a) where the payment is provided for out of contributed
capital of the company, not be regarded as a payment of
dividend by the company to the shareholder, and an
amount equal to the payment shall be debited to the
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contributed capital account kept by the company under
section 10I(5)(c)(1);

(b) where the payment is not provided for out of contributed
capital of the company —

(1) be deemed to be a dividend paid by the company on
the date of the payment, and the provisions relating
to the payment of dividends under this Act and the
Economic Expansion Incentives (Relief from
Income Tax) Act (Cap. 86) shall apply, with the
necessary modifications, to the dividend deemed to
be paid;

(i1) notwithstanding sub-paragraph (i), not be deemed to
be a dividend received by the shareholder.
[32/99]
(3) Where the dividend deemed to be paid under
subsection (2)(b)(1) is a dividend to which section 44 applies, the
amount of dividend deemed to be so paid by the company shall be
deemed to be of such a gross amount as after deduction of tax at the
rate deductible at the date of payment would be equal to the amount of
payment made by the company to the shareholder.
[32/99]
(4) No set-off under section 46 shall be allowed to any shareholder
in respect of any payment made by a company to the shareholder for
the redemption of his redeemable shares.
[32/99]
(5) For the purposes of this section —

(a) the contributed capital of a company has the same meaning
as in section 10I(5)(b); and

(b) where a company redeems any redeemable shares to which
this section applies and the redemption is effected before
any reduction of its share capital to which section 10I
applies or any buyback to which section 10J(2) or 10M
applies, section 101(5)(c), (d) and (e) shall apply, with the
necessary modifications, for the purpose of the redemption
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and any reference in that section to the first reduction shall

be read as a reference to the redemption.
[32/99; 24/2001]

Withdrawals from Supplementary Retirement Scheme

10L.—(1) Where the amount of withdrawals made by an SRS
member from his SRS account in any year exceeds the amount he
contributed to his SRS account in that year, the excess amount
withdrawn from his SRS account shall, subject to subsections (3), (6),
(7), (8) and (9), be deemed to be income of the SRS member
chargeable to tax under section 10(1)(g).
[24/2001]
(2) Except where a withdrawal is made by the Official Assignee or
the trustee in bankruptcy of an SRS member who is a bankrupt or
where a withdrawal is made under subsection (3), (4) or (8) or
deemed to be withdrawn under subsection (6), (7) or (9), a penalty of
5% of the amount withdrawn which is deemed to be income of an
SRS member under subsection (1) shall be payable by the SRS
member and shall be deducted by the SRS operator from the amount
so withdrawn.
[24/2001]
(2A) The Minister may, for any good cause, remit, wholly or in part,
any penalty payable by any SRS member under subsection (2).
[37/2002]
(3) Only 50% of the following withdrawals made by an SRS
member from his SRS account shall be deemed to be income of the
SRS member chargeable to tax under section 10(1)(g):

(a) withdrawal of all the funds standing in his SRS account at
the same time if the SRS member is neither a citizen of
Singapore nor a Singapore permanent resident on the date
of the withdrawal and for a continuous period of at least 10
years before that date, and has maintained his SRS account
for a period of not less than 10 years from the date of his
first contribution to his SRS account;

(b) any withdrawal on or after the SRS member has attained
the prescribed minimum retirement age prevailing at the
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time when the SRS member made his first contribution to
his SRS account; or

(c) any withdrawal made on the ground that the SRS member
is physically or mentally incapacitated from ever
continuing in any employment, is mentally disordered
and incapable of managing himself or his affairs or is

suffering from a terminal illness or disease.
[4/2011 wef 01/01/2012]

[21/2008 wef 01/03/2010]
[24/2001; 37/2002]

(3A) Subject to subsection (3C), where an SRS member has used
funds in his SRS account for any investment, any payment to the SRS
member thereafter, being —

(a) any gains or profits from the investment made;
(b) any part of the funds the SRS member invested; or

(c¢) any proceeds from the sale or liquidation of such
investment,

shall be considered a withdrawal by the SRS member from his SRS
account for the purposes of subsections (1), (2) and (3)(b) and (c).
[22/2011 wef 20/12/2011]
(3B) Subsection (3A) applies even if the SRS account has been
closed before the payment mentioned in that subsection, and in that
event the person to whom the payment is made shall be treated as if he
is still an SRS member for the purposes of subsections (1), (2), (2A)
and (3)(b) and (c).
[22/2011 wef 20/12/2011]
(3C) Subsection (3A) does not apply to any payment received after
any balance remaining or sum standing in the SRS account is deemed
withdrawn under subsection (6), (7) or (9).
[22/2011 wef 20/12/2011]
(3D) Where any funds in an SRS account have been used for
investment, then all the funds standing in the SRS account shall be
considered as having been withdrawn at the same time for the
purposes of subsection (3)(a) if, and only if, amounts which the
financial product provider declared to the SRS member to be all the
gains or profits from the investment, all funds used for the investment
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and all the proceeds from the sale or liquidation of the investment
have been returned to the account and these, together with all funds
standing in the SRS account, are withdrawn at the same time.
[22/2011 wef 20/12/2011]
(4) Where any contribution made by an SRS member in any year to
his SRS account exceeds his SRS contribution cap for that year
(referred to in this section as excess contribution) —

(a) the aggregate of the excess contribution and, unless the
Comptroller otherwise directs, an amount equal to 5% of
the excess contribution, to be compounded yearly in
accordance with regulations made under this section; or

(b) the total amount standing in his SRS account,

whichever amount is the lower, shall be withdrawn by the SRS
member from his SRS account by 31st December of the year in which
he has been notified by the Comptroller of the excess contribution;
and that amount shall be deemed to be his income chargeable to tax
under section 10(1)(g) for that year.
[24/2001]
(5) Where an SRS member is eligible to make a withdrawal under
subsection (3)(b), all the funds (excluding any life annuity) standing
in his SRS account shall be withdrawn not later than 10 years from the
date he made his first withdrawal under subsection (3)(b).
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]
(6) Upon the expiry of the period referred to in subsection (5), any
balance (excluding any life annuity and any amount not withdrawn
under subsection (4)) remaining in the SRS account shall be deemed
to be withdrawn by the SRS member and 50% of such balance shall
be deemed to be his income chargeable to tax under section 10(1)(g)

for the year in which the period expires.
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

[24/2001]
(6A) Where an SRS member —
(a) made his first withdrawal under subsection (3)(b); and

(b) subsequently made one or more contributions to his SRS
account during the period from Ist October 2008 to
31st December 2008 (both dates inclusive),
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then —

(1)

(i)

any withdrawal made under subsection (3)(b) prior to the
date of the first of his contributions referred to in
paragraph (b) shall be disregarded for the purpose of
determining the period referred to in subsection (5); and

the date of his first withdrawal made under
subsection (3)(b) after the date of the first of his
contributions referred to in paragraph (b) shall be
deemed to be the date he made his first withdrawal
under subsection (3)(b) for the purpose of determining the
period referred to in subsection (5).

(6B) Where an SRS member —

(a)

(b)

then —

(1)

(i)

had made one or more withdrawals under subsection (3)(b)
of all the funds standing to his SRS account and had closed
his SRS account (referred to in this subsection as the first
SRS account); and

subsequently opened another SRS account during the
period from 1st October 2008 to 31st December 2008 (both
dates inclusive) (referred to in this subsection as the second
SRS account),

the reference to the date he made his first withdrawal under
subsection (3)(b) for the purpose of determining the period
referred to in subsection (5) shall be read as a reference to
the date he makes his first withdrawal after he opened the
second SRS account; and

for the purposes of subsection (1) and section 39(2)(0),
both the first SRS account and the second SRS account
shall be deemed to be the same account as if the first SRS

account had never been closed.
[27/2009 wef 01/10/2008]

(7) Where an SRS member is eligible to make a withdrawal under
subsection (3)(c), he shall withdraw all the funds (excluding any life
annuity) standing in his SRS account not later than 10 years from the
date he makes the first withdrawal; and upon the expiry of that period,
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any balance (excluding any life annuity and any amount not
withdrawn under subsection (4)) remaining in his SRS account
shall be deemed to be withdrawn by the SRS member and 50% of
such balance shall be deemed to be his income chargeable to tax
under section 10(1)(g).
[24/2001]
(8) Only 50% of any annuity payment made under a life annuity
purchased by an SRS member under the SRS shall be deemed to be
income of the SRS member chargeable to tax under section 10(1)(g)
upon —

(a) the expiry of the period referred to in subsection (5);
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

(b) the expiry of the period referred to in subsection (7); or

(c) the closure of his SRS account on or after he has attained
the prescribed minimum retirement age prevailing at the
time when he made his first contribution to his SRS

account.
[4/2011 wef 01/01/2012]

[24/2001]

(9) Where an SRS member dies, any sum standing in his SRS
account shall be deemed to be withdrawn on the date of his death and
50% of the sum shall be deemed to be his income chargeable to tax
under section 10(1)(g).

[24/2001]

(10) For the purposes of this section, the use of funds in his SRS
account by an SRS member for investment in savings or investment
products offered under the SRS and for disbursement of any charges
in relation to the operation of his SRS account shall be deemed not to
be a withdrawal from his SRS account.

[24/2001]

(11) The Minister may by regulations establish a Supplementary
Retirement Scheme to provide for voluntary cash contributions by
individuals and by their employers on their behalf to accounts
operated by SRS operators so as to encourage individuals to save for

their old age.
[24/2001]

[Act 34/2008, wef Y/A 2009 & Sub Ys/A]
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(12) Without prejudice to the generality of subsection (11),

regulations made under that subsection may provide for —

(a) the opening and the type of account for any SRS member

into which contributions may be made;

(b) the SRS contribution cap, the mode and manner of the
contributions and withdrawals that can be made by any

SRS member;

(c¢) the method of valuation of investment products acquired

under the SRS;

(d) the method of computing income deemed to accrue from

excess contributions made by any SRS member;

(e) the suspension or closure of SRS accounts and the
circumstances in which the SRS accounts may be

suspended or closed;

(f) the terms and conditions governing the relationship
between the Government, SRS operators, SRS members

and the Comptroller under the SRS;

(g) the purposes for which the contributions made under the
SRS can be utilised and invested, the persons with whom
investments may be made and the terms and conditions of

the investment and withdrawal under the SRS;

(h) the consequences for any contravention of the regulations,
including making any act or omission in contravention of
such regulations an offence and prescribing penalties for

such offence;

(i) the requirements and obligations to be observed by SRS
members, SRS operators and financial product providers

under the SRS; and

(/) generally for giving full effect to or for carrying out the

purposes of this section.
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(13) This section shall not apply to any SRS member whose SRS

account is opened and subsequently closed within the same year.
[27/2009 wef 29/12/2009]

[24/2001]

(14) In this section, unless the context otherwise requires —

(a) areference to an SRS member making a contribution to his
SRS account includes his employer making a contribution
to that account on his behalf; and

(b) areference to a contribution of an SRS member to his SRS
account includes a contribution by his employer to that

account on his behalf.
[27/2009 wef Y/A 2009 & Sub Ys/A]

Buyback of preferential shares

10M. Section 10K shall apply in relation to any purchase or
acquisition by a company resident in Singapore from its shareholders
of shares or stocks of a preferential nature issued by it (referred to in
this section as a buyback), and for the purpose of such application —

(a) any reference to redemption of shares in that section shall
be construed as a reference to a buyback of shares or stocks
of a preferential nature; and

(b) any reference to redeemable shares in that section shall be
construed as a reference to shares or stocks of a preferential

nature.
[24/2001]

Securities lending or repurchase arrangement

10N.—(1) For the purpose of determining whether an amount,
other than any fee payable under a securities lending or repurchase
arrangement, should be taken into account in ascertaining the gains or
profits from any transfer of securities under the arrangement in
respect of which a transferor is chargeable to tax, the transferor is to
be treated as if —

(a) the transfer of the transferred securities had not been made;

(b) the transferor had held the transferred securities at all times
during the borrowing period; and

Informal Consolidation — version in force from 28/6/2013



75 Car. 134 Income Tax 2008 Ed.

(c) the return of the transferred securities or equivalent
securities had not been made at the end of the borrowing
period.

[37/2002]

(2) Notwithstanding subsection (1), where a transferor is a person

who carries on a trade or business of sale and purchase of securities,

any gains or profits derived by him from any transfer of securities

under a securities lending or repurchase arrangement shall be

chargeable to tax under section 10(1)(a) if subsequent to the
transfer of the transferred securities —

(a) the transferred securities are redeemed;

(b) the transferee accepts a takeover offer for the transferred
securities upon the direction of the transferor;

(c) the arrangement is terminated because the transferor or
transferee is unable to perform any of the obligations
specified in the arrangement, unless the transferor applies
the collateral held by him to re-acquire equivalent
securities under the terms of the arrangement;

(d) the transferee sells the transferred securities to the issuer of
such securities upon the direction of the transferor; or

(e) any other event occurs which, in the opinion of the
Comptroller, results in the condition specified in
paragraph (a)(iii) or (iv) of the definition of “securities
lending or repurchase arrangement” not fulfilled,

and the gains or profits shall be deemed to arise at the time any of the
events referred to in paragraph (a), (), (c), (d) or (e) occurs.
[37/2002]
(3) Where a transferee is a person who carries on a trade or business
of sale and purchase of securities, any gains or profits derived by him
from any transfer of securities under a securities lending or
repurchase arrangement shall be chargeable to tax wunder
section 10(1)(a), and the gains or profits shall be deemed to arise
at the time any of the following events occurs:

(a) the transferee disposes of the transferred securities to a
person other than the transferor; and
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(b) subsequent to such disposal, the transferee returns
equivalent securities to the transferor or any of the
events specified in subsection (2) occurs, whichever is
the earlier.

[37/2002]
(4) For the purposes of computing the gains or profits of a
transferee under subsection (3), the transferee is to be treated as if he
had acquired the transferred securities from or returned equivalent
securities to the transferor, as the case may be, for a consideration
equal to the market value of the transferred securities at the beginning
of the borrowing period under the securities lending or repurchase
arrangement.
[37/2002]
(5) Where any distribution of dividend or interest in respect of
transferred securities is made to a Singapore-based transferee and
received by a transferor under a securities lending or repurchase
arrangement, the distribution shall be included in the statutory
income of the transferor of the year in which the distribution is made
to the transferee, and be assessed as if the distribution had been made
to the transferor.
[37/2002]
(6) A Singapore-based transferee deriving in respect of transferred
securities under a securities lending or repurchase arrangement any
dividend from Singapore from which tax has been deducted under
section 44 shall —

(a) not be entitled to any set-off under section 46(1) in respect
of the dividend;

(b) notify such person within such period as the Comptroller
may require that he is a transferee; and

(¢) comply with such requirement as the Comptroller may
impose.

[37/2002]

(7) A Singapore-based transferee (other than a transferee under a

buy and sell back arrangement in respect of qualifying debt securities

or foreign debt securities) shall not be entitled to any tax credit under

section 50 or 50A for any distribution received by him from outside
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Singapore in respect of transferred securities under a securities

lending or repurchase arrangement.
[Act 27/2009, wef Y/A 2010 & Sub Ys/A]

[37/2002]

(8) Where any compensatory payment derived under a securities
lending or repurchase arrangement by a transferor from a Singapore-
based transferee is in place of —

(a) any dividend which is exempt from tax or interest which is
derived from qualifying debt securities, the transferor shall
be assessed at the tax rate that would have been applicable
to the dividend or interest, as the case may be, had it been
made directly to the transferor;

(b) a distribution of a dividend derived from Singapore from
which tax has been deducted under section 44, no set-off
under section 46(1) shall be allowed to the transferor; or

(c) a distribution of income derived from outside Singapore
and where the transferor is resident in Singapore, no tax
credit under section 50 or 50A shall be allowed to the

transferor.
[Act 27/2009, wef Y/A 2010 & Sub Ys/A:2009-ACT-27]

[37/2002]
(9) Section 45 shall apply in relation to —

(a) any distribution of interest (other than interest derived
from qualifying debt securities) in respect of transferred
securities; and

(b) any compensatory payment in place of —

(1) any distribution of income derived from outside
Singapore;

(11) any dividend derived from Singapore from which tax
has been deducted under section 44; or

(111) any interest (other than interest derived from
qualifying debt securities),

made under a securities lending or repurchase arrangement by a
Singapore-based transferee to a transferor who is not resident in
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Singapore, as that section applies to any interest paid by a person to
another person not known to him to be resident in Singapore, and for
the purpose of such application, any reference in that section to
interest shall be construed as a reference to such distribution of
interest or compensatory payment.
[37/2002]
(10) For the purposes of this section, the Comptroller may specify
such requirement and obligation to be observed, and such information
in respect of any transferor, transferee or transferred securities to be
furnished, by the depository agent of the transferor or transferee.
[37/2002]
(11) The Minister may make regulations to provide generally for
giving full effect to or for carrying out the purposes of this section.
[37/2002]

(12) In this section —

“borrowing period”, in relation to any transferred securities,
means the period commencing from the date the securities are
transferred by the transferor to the transferee and ending on
the date the securities or equivalent securities are returned to
the transferor or are regarded as being disposed of by the
transferor under subsection (2), whichever is the earlier;

“commercial purpose”, in relation to any securities lending or
repurchase arrangement, means —

(a) the settling of a sale of securities, whether by the
transferee or another person;

(b) the replacement, in whole or in part, of the transferred
securities obtained by the transferee under any earlier
securities lending or repurchase arrangement;

(c) the on-lending of the transferred securities to another
person;

(d) the fulfillment by the transferee of its existing
obligations arising from an uncovered written
option position using transferred securities;

(e) the hedging and arbitrage transactions entered into or
to be entered into by the transferee;
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(f) the liquidity management by the transferee;

(g) the holding of the transferred securities, without
being disposed of, as collateral against the
obligations of the counterparty to the securities
lending or repurchase arrangement; or

(h) any other purpose as the Minister (or such person as
the Minister may appoint) may in writing allow;

“compensatory payment”, in relation to any transferred
securities, means a payment made during the borrowing
period to a transferor in place of any distribution of interest,
dividend or right to purchase warrants, options or additional
securities in respect of the transferred securities under
circumstances in which the transferee does not receive
such distribution to be passed on to the transferor, and
includes any amount which is in place of interest and is
deducted from the price paid by the transferor to acquire
equivalent securities or re-acquire the transferred securities
under a buy and sell back arrangement in respect of
qualifying debt securities, Singapore Government securities
or foreign debt securities;

“equivalent securities”, in relation to any transferred securities,
means securities which are identical in type, nominal value
(where applicable), description and amount to the transferred
securities and includes —

(a) the securities into which the transferred securities
have been converted, sub-divided or consolidated;

(b) the proceeds of the redemption of the transferred
securities;

(c) the cash or securities representing the proceeds of the
acceptance of the takeover of the transferred
securities;

(d) if there is a call on partly-paid securities and if the
transferor has paid to the transferee the sum due on
the call, the paid-up securities;
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(e) if there is a bonus issue, the transferred securities
together with the securities allotted by way of bonus;

(f) if there is a rights issue and if the transferor has
directed the transferee to take up the issue and has
paid to the transferee any sum due on the issue, the
transferred securities together with the securities
allotted under the rights issue or, if the transferor has
directed the transferee to sell the rights, the
transferred securities together with the proceeds
from the disposal of the rights;

(g) if any distribution is made in the form of securities or
a certificate which may be exchanged for securities or
an entitlement to acquire securities, the transferred
securities together with the securities or certificate or
entitlement equivalent to those allotted; and

(h) 1f the transferee is unable to return the transferred
securities, such amount of money or securities
equivalent to the transferred securities;

“foreign debt securities” means securities, other than stocks and
shares, denominated in any foreign currency (including
bonds and notes) issued by foreign governments, foreign
banks outside Singapore and companies not incorporated and
not resident in Singapore;

“qualifying debt securities” has the same meaning as in
section 13(16);

“securities” includes any collateral that is provided in the form
of securities but does not include stocks and shares of any
company resident in Singapore which are not listed on any
stock exchange in Singapore or elsewhere;

“securities lending or repurchase arrangement” means any
written arrangement made on or after 23rd November
2001 —
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(a) under which —

(1)

(if)

(iii)

(iv)

v)

a person (referred to in this section as
transferor) transfers the legal interest in any
securities (referred to in this section as
transferred securities) to another person
(referred to in this section as transferee) for
any commercial purpose;

the transferor re-acquires the transferred
securities or acquires equivalent securities
from the transferee at a later time;

the transferor retains the risk of loss or
opportunity for gain in respect of the
transferred securities;

the transferor does not dispose of (by transfer,
declaration of trust or otherwise) the right to
receive any part of the total consideration
payable or to be given by the transferee under
the arrangement; and

if any distribution is made in respect of the
transferred securities during the borrowing
period, the transferor receives from the
transferee the distribution or compensatory
payment equal to the value of the
distribution; and

(b) where —

(1)

(if)

the transferor and transferee are dealing with
each other at arm’s length; and

the transferor or transferee or both of them do
not enter into the arrangement with the
purpose, or main purpose, of avoiding,
reducing or deferring any tax chargeable
under this Act;

“Singapore-based transferee” means a transferee who is resident
in Singapore (except in respect of any business carried on
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outside Singapore through a permanent establishment outside
Singapore) or which is a permanent establishment in
Singapore;

“Singapore Government securities” and “debt securities” have
the same meanings as in section 43N.

[37/2002; 34/2005]

(13) This section has effect notwithstanding anything to the
contrary in this Act, except that nothing in this section shall affect
the chargeability to tax of any income of a transferor or transferee

under section 10 unless otherwise provided in this section.
[37/2002]

Ascertainment of income of clubs, trade associations, etc.

11.—(1) Where a body of persons, whether corporate or
unincorporate, carries on a club or similar institution and receives
from its members not less than half of its gross receipts on revenue
account (including entrance fees and subscriptions), it shall not be
deemed to carry on a business; but where less than half of such gross
receipts are received from members, the whole of the income from
transactions both with members and others (including entrance fees
and subscriptions) shall be deemed to be receipts from a business, and
the body of persons shall be chargeable in respect of the profits
therefrom.

(2) Where a body of persons, whether corporate or unincorporate,
carries on a trade or professional association in such circumstances
that more than half of its receipts by way of entrance fees and
subscriptions from Singapore members are claimed or claimable as
allowable deductions for the purposes of section 14 —

(a) the body of persons shall be deemed to carry on a business;

(b) the whole of its income from transactions with Singapore
members and persons who are not members (including
entrance fees and subscriptions) shall be deemed to be
receipts from a business; and

(c) the body of persons shall be chargeable in respect of the

profits from the business.
[7/2007]
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(3) For the purposes of subsection (2), “body of persons” includes a
company limited by guarantee approved by the Minister or such
person as he may appoint, subject to such conditions as he may
impose.

[7/2007]

(4) In this section —

“members”, in relation to a body of persons, means those
persons who are entitled to vote at a general meeting of the
body at which effective control is exercised over its affairs;

“Singapore members” means members that are —
(a) persons, other than companies, resident in Singapore;

() companies incorporated in Singapore (excluding
branches or offices located outside Singapore); or

(c) in the case of companies incorporated outside
Singapore, the branches or offices of the companies

located within Singapore.
[7/2007]

Sources of income
Trading operations carried on partly in Singapore

12.—(1) Where a non-resident person carries on a trade or business
of which only part of the operations is carried on in Singapore, the
gains or profits of the trade or business shall be deemed to be derived
from Singapore to the extent to which such gains or profits are not
directly attributable to that part of the operations carried on outside
Singapore.

Non-resident shipping and air transport

(2) Where a non-resident person carries on —

(a) the business of shipowner or charterer; or
(b) the business of air transport,

and any ship or aircraft owned or chartered by him calls at a port,
aerodrome or airport in Singapore, his full profits arising from the
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carriage of passengers, mails, livestock or goods shipped, or loaded
into an aircraft, in Singapore shall be deemed to accrue in Singapore.

(2A) Subsection (2) shall not apply to passengers, mails, livestock
or goods which are brought to Singapore solely for transhipment, or
for transfer from one aircraft to another or from an aircraft to a ship or
from a ship to an aircratft.

Cable or wireless undertakings

(3) Where a non-resident person carries on in Singapore the
business of transmitting messages by cable or by any form of
wireless apparatus, his full profits arising from the transmission in
Singapore of any such messages, whether originating in Singapore or
elsewhere, to places outside Singapore shall be deemed to accrue in
Singapore.

Employment exercised in Singapore

(4) The gains or profits from any employment exercised in
Singapore shall be deemed to be derived from Singapore whether
the gains or profits from such employment are received in Singapore
or not.

Employment exercised outside Singapore on behalf of
Government

(5) The gains or profits from any employment exercised outside
Singapore on behalf of the Government by any individual in the
discharge of governmental functions shall be deemed to be derived
from Singapore except where such individual is not a citizen or a
resident of Singapore.

Interest, etc.

(6) There shall be deemed to be derived from Singapore —

(a) any interest, commission, fee or any other payment in
connection with any loan or indebtedness or with any
arrangement, management, guarantee, or service relating
to any loan or indebtedness which is —
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(1) borne, directly or indirectly, by a person resident in
Singapore or a permanent establishment in
Singapore except in respect of any business carried
on outside Singapore through a permanent
establishment outside Singapore or any immovable
property situated outside Singapore; or

(i1) deductible against any income accruing in or derived
from Singapore; or

(b) any income derived from loans where the funds provided
by such loans are brought into or used in Singapore.
[5/77]
(6A) Subsection (6) shall not apply to any payment for —

(a) any arrangement, management or service relating to any
loan or indebtedness, where such arrangement,
management or service is performed outside Singapore
for or on behalf of a person resident in Singapore or a
permanent establishment in Singapore by a non-resident
person who —

(i) in the event the non-resident person is not an
individual, 1is not incorporated, formed or
registered in Singapore; and

(i) in any event —

(A) does not by himself or in association with
others, carry on a business in Singapore and
does not have a permanent establishment in
Singapore; or

(B) carries on a business in Singapore (by himself
or in association with others) or has a
permanent establishment in Singapore, but
the arrangement, management or service is
not performed through that business carried on
in Singapore or that permanent establishment;
and

(b) any guarantee relating to any loan or indebtedness, where
the guarantee is provided for or on behalf of a person
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resident in Singapore or a permanent establishment in
Singapore by a guarantor who is a non-resident person
who —

(1) in the event the non-resident person is not an
individual, is not incorporated, formed or
registered in Singapore; and

(i1) in any event —

(A) does not by himself or in association with
others, carry on a business in Singapore and
does not have a permanent establishment in
Singapore; or

(B) carries on a business in Singapore (by himself
or in association with others) or has a
permanent establishment in Singapore, but
the giving of the guarantee is not effectively
connected with that business carried on in

Singapore or that permanent establishment.
[27/2009 wef 29/12/2009]

Royallties, etc.
(7) There shall be deemed to be derived from Singapore —

(a) royalty or other payments in one lump sum or otherwise for
the use of or the right to use any movable property;

(b) any payment for the use of or the right to use scientific,
technical, industrial or commercial knowledge or
information or for the rendering of assistance or service
in connection with the application or use of such
knowledge or information;

(c¢) any payment for the management or assistance in the
management of any trade, business or profession; or

(d) rent or other payments under any agreement or
arrangement for the use of any movable property,

which are borne, directly or indirectly, by a person resident in
Singapore or a permanent establishment in Singapore (except in
respect of any business carried on outside Singapore through a
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permanent establishment outside Singapore) or which are deductible
against any income accruing in or derived from Singapore.

[5/77]

(7A) Subsection (7) shall not apply to any payment for —

(a) the rendering of assistance or service in connection with

(b)

the application or use of scientific, technical, industrial or
commercial knowledge or information, where such
rendering of assistance or service is performed outside
Singapore for or on behalf of a person resident in
Singapore or a permanent establishment in Singapore by
a non-resident person who —

(1) in the event the non-resident person is not an
individual, is not incorporated, formed or
registered in Singapore; and

(i1) in any event —

(A) does not by himself or in association with
others, carry on a business in Singapore and
does not have a permanent establishment in
Singapore; or

(B) carries on a business in Singapore (by himself
or in association with others) or has a
permanent establishment in Singapore, but
the rendering of assistance or service is not
performed through that business carried on in
Singapore or that permanent establishment;
and

the management or assistance in the management of any
trade, business or profession, where such management or
assistance is performed outside Singapore for or on behalf
of a person resident in Singapore or a permanent
establishment in Singapore by a non-resident person
who —

(i) in the event the non-resident person is not an
individual, is not incorporated, formed or
registered in Singapore; and
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(i1) in any event —

(A)

(B)

does not by himself or in association with
others, carry on a business in Singapore and
does not have a permanent establishment in
Singapore; or

carries on a business in Singapore (by himself
or in association with others) or has a
permanent establishment in Singapore, but
the management or assistance 1is not
performed through that business carried on in

Singapore or that permanent establishment.
[27/2009 wef 29/12/2009]

Commission or other payment of licensed international market

agent

(8) There shall be deemed to be derived from Singapore any
commission or other payment paid to a licensed international market
agent for organising or conducting a casino marketing arrangement
with a casino operator in Singapore which is —

(a) borne, directly or indirectly, by a person resident in

Singapore

or a permanent establishment in Singapore

except in respect of any business carried on outside

Singapore

Singapore;

through a permanent establishment outside
or

(b) deductible against any income accruing in or derived from

Singapore.

[10/2006]
[Act 36 of 2012 wef 31/01/2013]

(9) In this section, ‘“casino marketing arrangement”, “casino
operator” and “international market agent” have the same
meanings as in the Casino Control Act (Cap. 33A).

[Act 36 of 2012 wef 31/01/2013]
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PART IV
EXEMPTION FROM INCOME TAX
Exempt income
13.—(1) There shall be exempt from tax —

(a) subject to subsection (2) and such conditions as may be
prescribed by regulations, the interest derived from —

(1) any qualifying debt securities issued during the
period from 28th February 1998 to 31st December
2013 by any person who is not resident in Singapore
and who does not have any permanent establishment
in Singapore; and
[34/2008 wef 16/12/2008]
(i) any qualifying debt securities issued during the
period from 27th February 1999 to 31st December
2013 by any person who is not resident in Singapore
and who carries on any operation in Singapore
through a permanent establishment in Singapore
where the funds used by that person to acquire the
qualifying debt securities are not obtained from the
operation;
[34/2008 wef 16/12/2008]
(aa) subject to subsection (2A) and such conditions as may be
prescribed by regulations, the discount from any qualifying
debt securities —

(1) issued during the period from 27th February 2004 to
16th February 2006 which mature within one year
from the date of issue of those securities; or

(1) 1issued during the period from 17th February 2006 to

31st December 2013,
[34/2008 wef 16/12/2008]

by —
(A) any person who is not resident in Singapore and who

does not have any permanent establishment in
Singapore; or
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(B) any person who is not resident in Singapore and who

carries on any operation in Singapore through a
permanent establishment in Singapore where the
funds used by that person to acquire the qualifying
debt securities are not obtained from the operation;

(ab) subject to subsection (2B) and such conditions as may be
prescribed by regulations, any amount payable from any
Islamic debt securities which are qualifying debt securities,
and issued during the period from Ist January 2005 to
31st December 2013, to any person —

(1) who is not resident in Singapore and who does not

have any permanent establishment in Singapore; and

(i) who is not resident in Singapore and who carries on

any operation in Singapore through a permanent
establishment in Singapore where the funds used by
that person to acquire the qualifying debt securities

are not obtained from the operation;
[34/2008 wef 16/12/2008]

(b) subject to subsections (2C) and (2D) and such conditions
as may be prescribed by regulations —

(i)

(ii)

(iii)

the interest derived by any person from any
qualifying project debt securities issued during the

period from 1st November 2006 to 31st March 2017;
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]

the discount, prepayment fee, redemption premium
and break cost derived by any person from any
qualifying project debt securities issued during the
period from 15th February 2007 to 31st March 2017;

and
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]

such other income derived by any person that is
directly attributable to qualifying project debt
securities issued on or after a prescribed date, as
may be prescribed by regulations;
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(ba)

(bb)

(bc)

subject to subsection (2F) and such conditions as may be
prescribed by regulations, the prepayment fee, redemption
premium and break cost from any qualifying debt
securities issued during the period from 15th February
2007 to 31st December 2013 that is derived by any
person —

(1) who is not resident in Singapore and who does not
have any permanent establishment in Singapore; and

(i1) who is not resident in Singapore and who carries on
any operation in Singapore through a permanent
establishment in Singapore where the funds used by
that person to acquire the qualifying debt securities
are not obtained from the operation;

[34/2008 wef 16/12/2008]
subject to subsection (2G) and such conditions as may be
prescribed by regulations, such other income directly
attributable to qualifying debt securities issued on or after a
prescribed date as may be prescribed by regulations, that is
derived by any person —

(1) who is not resident in Singapore and who does not
have any permanent establishment in Singapore; and

(i1) who is not resident in Singapore and who carries on
any operation in Singapore through a permanent
establishment in Singapore where the funds used by
that person to acquire the qualifying debt securities
are not obtained from the operation;

subject to subsections (2H) and (2HA) and such conditions
as may be prescribed by regulations —

(1) the interest, discount, prepayment fee, redemption
premium and break cost derived by any person from
any qualifying debt securities (excluding Singapore
Government Securities) which —

(A) are issued during the period from
16th February 2008 to 31st December 2013;
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(B) have an original maturity of not less than 10
years;

(C) either —

(CA) if they are issued before 28th June
2013, cannot be redeemed, called,
exchanged or converted within 10
years from the date of their issue; or

(CB) if they are issued on or after 28th June
2013, cannot have their tenure
shortened to less than 10 years from
the date of their issue, except under
such circumstances as may be
prescribed by regulations; and

[Act 19 of 2013 wef 28/06/2013]
(D) cannot be re-opened with a resulting tenure of
less than 10 years to the original maturity date;

and

(i1) such other income, as may be prescribed by
regulations, derived by any person that is directly
attributable to qualifying debt securities (excluding
Singapore Government Securities) which —

(A) are issued on or after such date as may be
prescribed by regulations;

(B) have an original maturity of not less than 10
years;

(C) cannot have their tenure shortened to less than
10 years from the date of their issue, except
under such circumstances as may be prescribed
by regulations; and

[Act 19 of 2013 wef 28/06/2013]

(D) cannot be re-opened with a resulting tenure of

less than 10 years to the original maturity date;
[34/2008 wef 16/02/2008]

[Act 19 of 2013 wef 28/06/2013]
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(bd)

(c)

(d)

(e)

%)

@

subject to subsection (2I) and such conditions as may be
prescribed by regulations, any amount payable to any
person from any Islamic debt securities —

(1) which are qualifying debt securities and issued
during the period from 16th February 2008 to
31st December 2013; and

(i) the amount payable from which is not deductible
against any income of the issuer of those securities
accruing in or derived from Singapore;

[34/2008 wef 16/02/2008]
the official emoluments payable from Commonwealth
funds to members of Commonwealth forces, and to
persons in the service of a Commonwealth government,
in Singapore, in respect of their offices under such
Commonwealth government, if such emoluments are
subject to income tax in such Commonwealth country;

any gains or profits, other than dividends derived from
Singapore from which tax has been deducted under
section 44, arising from sums standing in the SRS
account of any SRS member except where
section 10L(13) applies;

the income of any institution, authority, person or fund
specified in the First Schedule, except dividends received
before 1st January 2008 by it from any company in which it
holds, at the time such dividends are declared, more than
half of the total number of issued shares of the company
unless the Minister otherwise approves;

the income of —

(i) any bona fide friendly society approved by the
Comptroller;

(i) any co-operative society registered under the Co-
operative Societies Act (Cap. 62);

[Deleted by Act 29 of 2012 wef 18/12/2012]
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any sum received by way of commutation of pensions
granted under any written law relating to pensions in
Singapore or, in the case of any other pension scheme, any
sum received by way of commutation of pensions by an
individual under such a scheme to the extent of such sum as
the Comptroller may determine relating to the period of
employment of that individual with the employer before
Ist January 1993;

sums received by way of death gratuities or as consolidated
compensation for death or injuries;

sums standing to the account of an individual in the Central
Provident Fund or any approved pension or provident fund
designated by the Minister under section 39(8) or
withdrawn therefrom except for sums in respect of
dividends (other than dividends derived from outside
Singapore) credited to his Investment Account
maintained under the Central Provident Fund Act
(Cap. 36);

sums standing to the account of an individual in an
approved pension or provident fund (other than the Central
Provident Fund or any approved pension or provident fund
designated by the Minister under section 39(8)) to the
extent of the sum standing to his account as at
31st December 1992 and of such interest on that sum as
the Comptroller may determine for the period 1st January
1993 to the date of his retirement and which are withdrawn
only upon or after his retirement in accordance with the
rules or constitution of the fund;

any retiring gratuity received by an individual from an
approved pension or provident fund (other than the Central
Provident Fund or any approved pension or provident fund
designated by the Minister under section 39(8)) to the
extent of such amount of the gratuity as the Comptroller
may determine relating to the period of employment of that
individual with the employer before 1st January 1993;
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(jc) any voluntary contribution in cash made in 2011 or any

(%)

()

subsequent year by a person of a description prescribed by
the Minister to the medisave account maintained under the
Central Provident Fund Act (Cap. 36) of a self-employed
individual, up to $1,500 less —

(1) any previous contribution made to that medisave
account in that year that is exempt from tax under
this paragraph; and

(i) any previous contribution made to that medisave
account in that year which is not deemed to be
income under section 10C(4):

Provided that the amount of the voluntary contribution
does not exceed the amount allowable under the Central
Provident Fund Act and is within the medisave
contribution ceiling prevailing at the time the
contribution is made;

[22/2011 wef 01/01/2011]

sums derived from, or received in, Singapore as pensions,
being —

(1) wound or disability pensions granted to members or
former members of a Commonwealth force;

(11) pensions granted to dependent relatives of any such
member killed on war service or who died as a result
of war service injuries; or

(iii)) wound or disability pensions granted to members or
former members of civil defence organisations;

pensions granted to any person under the provisions of the
Widows’ and Orphans’ Pension Act (Cap. 350) or under
any approved scheme within the meaning of that Act and
pensions paid, by or out of any approved pension or
provident fund or society, to or for the benefit of the widow
or children of a deceased contributor to such society or
fund;
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the income of any trade union registered under the Trade
Unions Act (Cap. 333) in so far as such income is not
derived from a trade or business carried on by such trade
union,;

any income derived by any person who is not resident in
Singapore from trading in Singapore through consignees in
any of the following commodities produced outside
Singapore:

(1) rubber;
(i1) copra;
(i) pepper;
(iv) tin;

(v) tin-ore;
(vi) gambia;
(vii) sago flour;
(viii) cloves;

subject to paragraph (oa), payments made or liable to be
made under any agreement or arrangement approved by
the Minister or such person as he may appoint to a person
not resident in Singapore (excluding any permanent
establishment in Singapore) by an international shipping
enterprise approved under section 13F —

(1) at any time during the period from 1st April 1991 to
16th February 2012 (both dates inclusive) for the
charter of a foreign ship within the meaning of that
section (other than that used for towing or salvage
operations during the period Ist April 1991 to
2nd May 2002);

[Act 29 of 2012 wef 17/02/2012]

(i1) at any time during the period from 27th February
2004 to 16th February 2012 (both dates inclusive) for
the charter of any dredger, seismic ship or any vessel

used for offshore oil or gas activity,
[Act 29 of 2012 wef 17/02/2012]
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(0a)

®)

@)

(r)

(s)

(®)

(ta)

except for any payment attributable to the carriage of
passengers, mails, livestock or goods from Singapore;

[Act 29 of 2012 wef 17/02/2012]
payments liable to be made on or after 17th February 2012
to a person not resident in Singapore (excluding any
permanent establishment in Singapore) for the charter of
any ship under any agreement or arrangement;

[Act 29 of 2012 wef 17/02/2012]
for a period of 5 years from 1st January 2003, such income
of the Singapore Commodity Exchange Limited as may be
prescribed;

the investment income of any approved pension or
provident fund or society;

the income derived on or after 3rd May 2002 by an
individual not resident in Singapore from acting as an
arbitrator, and for this purpose, “arbitrator” means an
individual appointed for any arbitration which is governed
by the Arbitration Act (Cap. 10) or the International
Arbitration Act (Cap. 143A) or would have been governed
by either of those Acts had the place of arbitration been
Singapore;

sums payable by way of annual bounty out of the public
revenue to members of such local forces as the Minister
may from time to time by order declare to be a force to
which this paragraph shall apply;

the income derived on or after 20th August 1968 from
interest on moneys held on deposit in an approved bank in
Singapore by —

(1) a non-resident individual; and

(i1) aperson, other than an individual, if that person does
not, by himself or in association with others, carry on
a business in Singapore and does not have a
permanent establishment in Singapore;

the income derived from interest on moneys held on
deposit in an approved bank in Singapore by a non-resident
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person (not being an individual nor a permanent
establishment in Singapore) who carries on any
operation in  Singapore through a permanent
establishment in Singapore if the funds used by that
person to make the deposit are not obtained from the
operation;

such interest derived during the period 1st January 2002 to
31st December 2004 by any person from the deposit of
moneys of up to an aggregate amount of $100,000 in one or
more of his POSB savings accounts with The Development
Bank of Singapore Ltd;

such interest derived during the period 1st January 2003 to
31st December 2004 by any individual resident in
Singapore from the deposit of moneys in one or more of
his POSB savings accounts with The Development Bank
of Singapore Ltd;

the interest received from such Asian Dollar Bonds as may
be approved in writing by the Minister or such person as he
may appoint if the interest is received by —

(1) a non-resident individual; and

(i1) a person, other than an individual, if that person does
not, by himself or in association with others, carry on
a business in Singapore and does not have a
permanent establishment in Singapore;

the income derived from an employment exercised on
board a Singapore ship, as defined in the Merchant
Shipping Act (Cap. 179), if the employment is exercised
substantially outside Singapore;

the income derived by a person resident in Singapore from
any pension granted under any written law relating to
pensions in Singapore, or from any pension paid under
such other pensions scheme as may be approved by the
Minister by notification in the Gazette to the extent of such
amount of the pension as the Comptroller may determine
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relating to the period of employment of that person with
the employer before 1st January 1993;

(¥) such income as may be prescribed by regulations under
section 43A, 43C, 43E or 43N;

(2) [Deleted by Act 29 of 2012 wef 18/12/2012]

(za) any dividends paid on or after 1st January 2008 by any
company resident in Singapore;

(zb) any subsidy, allowance or benefit provided by an employer
to an employee for the attendance by any child of the
employee at a child care centre licensed under the Child
Care Centres Act (Cap. 37A);

(zc) the prescribed amount of interest derived during the period
Ist January 2003 to 31st December 2004 by any individual
from the deposit in any standard savings, current or fixed
deposit account with an approved bank or a finance
company licensed under the Finance Companies Act
(Cap. 108);

(zd) the interest derived on or after 1st January 2005 by any
individual from the deposit of moneys with an approved
bank or a finance company licensed under the Finance
Companies Act in Singapore;

(ze) the following income derived from Singapore on or after
Ist January 2004 by any individual:

(1) any interest from debt securities;

(i1) any discount from debt securities which mature
within one year from the date of issue of those
securities;

(111) any income from an annuity, except income from —

(A) any annuity purchased by the employer of an
individual in lieu of any pension or other
benefit payable during his employment or upon
his retirement; and

(B) any annuity purchased under SRS;
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(iv) any income from any life insurance policy, except
income referred to in section 10(3);

(v) any distribution made by the trustee of any collective
investment scheme constituted as a unit trust
(excluding any real estate investment trust)
authorised under section 286 of the Securities and
Futures Act (Cap. 289) and the units of which are
offered to the public for subscription, that is income
or deemed to be income of the individual, except
distributions made out of Singapore dividends from
which tax is deducted or deductible under section 44;
and

(vi) any fee or compensatory payment from securities
lending or repurchase arrangements,

except where such income is derived through a partnership
in Singapore or is derived from the carrying on of a trade,
business or profession;

any amount payable from Islamic debt securities on or after
Ist January 2005 to any individual, except where such
amount is derived by the individual through a partnership
in Singapore or from the carrying on of a trade, business or
profession;

any distribution made by any trustee-manager of a
registered business trust;

any distribution made by any trustee of a real estate
investment trust of any income of the kinds referred to in
section 43(2A)(a)(1), (i), (ii1) and (iv) to an individual,
except where such distribution is derived by the individual
through a partnership in Singapore or is derived from the
carrying on of a trade, business or profession;

the following income derived from Singapore on or after
17th February 2006 by any individual:

(1) any discount from debt securities;
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(i1) any distribution made by any restricted Singapore

scheme out of income derived from Singapore or
received in Singapore on or after 17th February
2006, that 1s income or deemed to be income of the
individual, except distribution made out of
Singapore dividends from which tax is deducted or
deductible under section 44,

except where such income is derived through a partnership
in Singapore or is derived from the carrying on of a trade,
business or profession;

[Act 19 of 2013 wef 01/10/2009]

(z/) any income from any structured product offered by a
financial institution derived from Singapore —

(1) by an individual, in the basis period relating to the

year of assessment 2008 and any subsequent year of
assessment, except where such income is derived
through a partnership in Singapore or is derived from
the carrying on of a trade, business or profession;

(i) by a non-resident person (not being an individual)

if —
(A) it does not, by itself or in association with
others, carry on a business in Singapore, and

does not have a permanent establishment in
Singapore; and

(B) the contract in respect of the structured product
between it and the financial institution takes
effect during the period from 1st January 2007
to 31st March 2017 (both dates inclusive) and,
if such contract is renewed or extended, the
period for which it is renewed or extended

commences before 1st April 2017; or
[22/2011 wef 01/01/2012]

(iii) by a non-resident person (not being an individual nor

a permanent establishment in Singapore) who carries
on any operation in Singapore through a permanent
establishment in Singapore if —
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(A) the funds used by that person to invest in the
structured product are not obtained from the
operation; and

(B) the contract in respect of the structured product
between that person and the financial
institution takes effect during the period from
Ist January 2007 to 31st March 2017 (both
dates inclusive) and, if such contract is
renewed or extended, the period for which it
is renewed or extended commences before
Ist April 2017;

[22/2011 wef 01/01/2012]
any prepayment fee, redemption premium or break cost
from debt securities derived from Singapore on or after
15th February 2007 by any individual, except where such
income is derived through a partnership in Singapore or is
derived from the carrying on of a trade, business or
profession;

such other income directly attributable to debt securities as
may be prescribed by regulations derived from Singapore
on or after a prescribed date by any individual, except
where such income is derived through a partnership in
Singapore or is derived from the carrying on of a trade,
business or profession;

[27/2009 wef 29/12/2009]
the income of any charity registered or exempt from

registration under the Charities Act (Cap. 37);
[22/2011 wef 01/01/2011]

[27/2009 wef 29/12/2009]

any Government cash grant payable to an employer in

2009 or 2010 under the Jobs Credit Scheme;
[27/2009 wef 29/12/2009]

[Act 29 of 2012 wef Y/A 2006 & Sub Ys/A]
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(z0)

(zp)

(zq)

(zr)

any sum accrued to a woman on or after 1st January 2011
by way of maintenance in accordance with an order of

court or deed of separation;
[22/2011 wef 01/01/2011]

[27/2009 wef 29/12/2009]
[Act 29 of 2012 wef Y/A 2006 & Sub Ys/A]

any contribution to the Central Provident Fund in respect
of an individual, and any cash payment to an individual,
made by the Government under the Workfare Bonus
Scheme, the Workfare Special Payment scheme, the
Workfare Special Bonus scheme or such other similar
scheme involving similar contributions or payments by the
Government as the Minister may, by notification in the
Gazette, approve;

[Act 29 of 2012 wef Y/A 2006 & Sub Ys/A]
any contribution to the Central Provident Fund in respect
of an individual, and any cash payment to an individual,
made by the Government under the Workfare Income
Supplement Scheme established under Part VIA of the
Central Provident Fund Act (Cap. 36); and

[Act 29 of 2012 wef Y/A 2007 & Sub Ys/A]
any contribution by the Government to the PSE account, or
an account in the Central Provident Fund, of an individual
who 1s or was a national serviceman, as part of the National

Service Recognition Award.
[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

[26/73; 4/75; 5/77; 1/82; 15/83; 13/84; 3/89; 2/92; 28/92;
26/93; 11/94; 32/95; 1/98; 31/98; 37/98; 32/99; 24/2000;
24/2001; 37/2002; 21/2003; 49/2004; 8/2005; 34/2005,
7/2007; 53/2007]

(2) Subsection (1)(a) shall not, unless otherwise approved by the
Minister or such person as he may appoint, apply to any interest
derived from any qualifying debt securities issued during the period
from 10th May 1999 to 31st December 2013 where 50% or more of
the issue of those securities is beneficially held or funded, directly or
indirectly, at any time during the life of the issue by related parties of
the issuer of those securities and where such interest is derived by —

(@)

any related party of the issuer of those securities; or
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(b) any other person where the funds used by such person to
acquire those securities are obtained, directly or indirectly,

from any related party of the issuer of those securities.
[32/99; 21/2003]

[34/2008 wef 16/12/2008]

(2A) Subsection (1)(aa) shall not, unless otherwise approved by the
Minister or such person as he may appoint, apply to any discount
derived from any qualifying debt securities where 50% or more of the
issue of those securities is beneficially held or funded, directly or
indirectly, at any time during the life of the issue by related parties of
the issuer of those securities and where such discount is derived by —

(a) any related party of the issuer of those securities; or

(b) any other person where the funds used by such person to
acquire those securities are obtained, directly or indirectly,
from any related party of the issuer of those securities.

[49/2004]
(2B) Subsection (1)(ab) shall not, unless otherwise approved by the
Minister or such person as he may appoint, apply to any amount
payable from any Islamic debt securities which are qualifying debt
securities where 50% or more of the issue of those securities is
beneficially held or funded, directly or indirectly, at any time during
the life of the issue by related parties of the issuer of those securities
and where the amount is payable to —

(a) any related party of the issuer of those securities; or

(b) any other person where the funds used by such person to
acquire those securities are obtained, directly or indirectly,
from any related party of the issuer of those securities.

[34/2005]
(2C) Subsection (1)(b) shall not, unless otherwise approved by the
Minister or such person as he may appoint, apply to —

(a) any interest derived from any qualifying project debt
securities issued during the period from Ist November

2006 to 31st March 2017;
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]
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(b) any discount, prepayment fee, redemption premium or
break cost derived from any qualifying project debt
securities issued during the period from 15th February

2007 to 31st March 2017; or
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]

(c) such other income directly attributable to qualifying
project debt securities issued on or after a prescribed
date, as may be prescribed by regulations,

if 50% or more of the issue of the securities is beneficially held or
funded, directly or indirectly, at any time during the life of the issue
by related parties of the issuer of those securities.
[53/2007]
(2D) Subsection (1)(b) shall not apply to —

(@) any interest derived from any qualifying project debt
securities issued during the period from 1st November

2006 to 31st March 2017;
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]

(b) any discount, prepayment fee, redemption premium or
break cost derived from any qualifying project debt
securities issued during the period from 15th February

2007 to 31st March 2017; or
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]

(c¢) such other income directly attributable to qualifying
project debt securities issued on or after a prescribed
date, as may be prescribed by regulations,

if the securities are held by less than 4 persons at any time during the
life of the issue, unless —

(1) approval has been granted by the Minister or such person
as he may appoint to such application;

(i) all the persons holding the securities are companies
resident in Singapore;
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(ii1) such companies are listed on the Singapore Exchange
either on the date of issue of the securities or within 6
months from that date; and

(iv) the income from the securities received by such companies
is declared to be distributable to their shareholders within
6 months from the end of the basis period in which it is
received.
[53/2007]
(2E) Regulations made under subsection (1)(b), (bc) and (bd) may
provide for the determination of the amount of income of the person
to be exempted and for the deduction of expenses, allowances and

losses of the person otherwise than in accordance with this Act.
[53/2007]

[Act 29 of 2012 wef Y/4 2013 & Sub Ys/A]

(2F) Subsection (1)(ba) shall not, unless otherwise approved by the
Minister or such person as he may appoint, apply to any prepayment
fee, redemption premium or break cost derived from any qualifying
debt securities where —

(a) 50% or more of the issue of those securities is beneficially
held or funded, directly or indirectly, at any time during the
life of the issue by related parties of the issuer of those
securities; and

(b) such fee, premium or cost is derived by —
(1) any related party of the issuer of those securities; or

(i1) any other person where the funds used by such
person to acquire those securities are obtained,
directly or indirectly, from any related party of the
issuer of those securities.

[53/2007]

(2G) Subsection (1)(bb) shall not, unless otherwise approved by the

Minister or such person as he may appoint, apply to such other

income directly attributable to qualifying debt securities as may be
prescribed by regulations under that provision where —

(a) 50% or more of the issue of those securities is beneficially
held or funded, directly or indirectly, at any time during the
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life of the issue by related parties of the issuer of those
securities; and

(b) such income is derived by —
(1) any related party of the issuer of those securities; or

(i) any other person where the funds used by such
person to acquire those securities are obtained,
directly or indirectly, from any related party of the
issuer of those securities.

[53/2007]

(2H) Subsection (1)(bc) shall not, unless otherwise approved by the

Minister or such person as he may appoint, apply to any interest,

discount, prepayment fee, redemption premium or break cost derived

from any qualifying debt securities or such other income directly

attributable to qualifying debt securities as may be prescribed by
regulations under that provision where —

(a) 50% or more of the issue of those securities is beneficially
held or funded, directly or indirectly, at any time during the
life of the issue by related parties of the issuer of those
securities; and

(b) such income is derived by —
(1) any related party of the issuer of those securities; or

(11) any other person where the funds used by such
person to acquire those securities are obtained,
directly or indirectly, from any related party of the
issuer of those securities.

[34/2008 wef 16/12/2008]

(2HA) Subsection (1)(bc) shall not apply to —
(a) any interest, discount, prepayment fee, redemption

premium or break cost from qualifying debt securities
issued on or after 28th June 2013; or

(b) such other income, directly attributable to qualifying debt
securities as may be prescribed by regulations under that
provision,
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that is derived on or after the date on which the tenure of any portion
of those qualifying debt securities is shortened to less than 10 years
from the date of their issue, where the shortening of the tenure occurs
under such circumstances as may be prescribed by regulations made
under that provision.
[Act 19 of 2013 wef 28/06/2013]
(2I) Subsection (1)(bd) shall not, unless otherwise approved by the
Minister or such person as he may appoint, apply to any amount
payable from any Islamic debt securities which are qualifying debt
securities where 50% or more of the issue of those securities is
beneficially held or funded, directly or indirectly, at any time during
the life of the issue by related parties of the issuer of those securities
and where the amount is payable to —

(a) any related party of the issuer of those securities; or

(b) any other person where the funds used by such person to
acquire those securities are obtained, directly or indirectly,
from any related party of the issuer of those securities.

[34/2008 wef 16/12/2008]
(3) Nothing in subsection (1) shall be construed to exempt in the
hands of the recipients any dividends, interest, bonuses, salaries or

wages paid wholly or in part out of income so exempted.
[26/73]

Income made for purpose which will promote or enhance
economic or technological development

(4) Where the Minister is of the opinion that any payment in the
nature of any income referred to in section 12(6) or (7) is made for
any purpose which will promote or enhance the economic or
technological development of Singapore, he may, by notification in
the Gazette, provide that the income shall, subject to such conditions
as he may impose, be exempt from tax wholly or in part and either
generally or in respect of certain classes of persons; and such income
shall as from the date and to the extent specified by the notification be
exempt from tax.

[5/77]

(5) [Deleted by Act 49/2004]
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Income derived by short term visiting employees

(6) There shall be exempt from tax any income accruing in or
derived from Singapore in respect of gains or profits from any
employment exercised in Singapore for not more than 60 days in the
year preceding any year of assessment by a person who is not resident
in Singapore in that year of assessment.

[4/75]

(7) Subsection (6) shall not apply to —

(a) the emoluments received by a director of a company; or

(b) the gains or profits of public entertainers, as defined in
section 40A, whose visits are not substantially supported
from public funds of the government of another country.

Income received from outside Singapore

(7A) There shall be exempt from tax any income arising from
sources outside Singapore and received in Singapore —

(a) by any individual who is not resident in Singapore; and

(b) on or after 1st January 2004 by any individual who is
resident in Singapore if the Comptroller is satisfied that the
tax exemption would be beneficial to the individual, but
excludes such income received by him through a
partnership in Singapore.

[49/2004]
(8) Where the conditions specified in subsection (9) are satisfied,
there shall be exempt from tax —

(a) any dividend derived from any territory outside Singapore;

(b) any profit derived from any trade or business carried on by
a branch in any territory outside Singapore of a company
resident in Singapore; and

(c¢) any income derived from any professional, consultancy
and other services rendered in any territory outside
Singapore only if the Comptroller is satisfied that the
income is derived, for the purposes of this Act, from
outside Singapore,
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and received in Singapore —

(1) on or after 1st June 2003 by any person, not being an
individual, resident in Singapore;

(11) during Ist June 2003 to 31st December 2003 by any
individual resident in Singapore; and

(i11) on or after 1st January 2004 by any individual resident in
Singapore through a partnership in Singapore.
[49/2004]
(8A) There shall be exempt from tax —

(a) any income derived on or before 21st January 2009 from
any source outside Singapore and received in Singapore
during the period from 22nd January 2009 to 21st January
2010 (both dates inclusive) (referred to in this subsection
as the specified period) by —

(i) any person, not being an individual, resident in
Singapore; or

(i) any individual resident in Singapore through a
partnership in Singapore; and

(b) any dividend received in Singapore during the specified
period, being dividend paid during the specified period by
a company not resident in Singapore out of any income
derived by that company on or before 21st January 2009,
by —

(1) any person, not being an individual, resident in
Singapore who —

(A) 1is not a partner of a limited liability partnership
in Singapore; and

(B) beneficially owns directly more than 50% of
the total number of issued ordinary shares of
that non-resident company as at 21st January
2009;

(11) any individual resident 1in Singapore who
beneficially owns directly more than 50% of the
total number of issued ordinary shares of that non-
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resident company as at 21st January 2009, being
dividend he receives through a partnership in
Singapore (other than any limited liability
partnership) of which he is a partner; or

(ii1) any person, whether or not an individual, who is a
partner of a limited liability partnership in Singapore
and whose effective ownership through the limited
liability partnership (by virtue of section 36A) of the
issued ordinary shares of that non-resident company
as at 21st January 2009 is more than 50% of the total
number of those shares.

[27/2009 wef 22/01/2009]

(8B) For the purpose of subsection (8A)(b)(iii), the effective

ownership of the partner of a limited liability partnership of the

issued ordinary shares of the non-resident company as at 21st January
2009 shall be ascertained in accordance with the formula

A X B,

where A is the percentage of the income of the limited liability
partnership to which the partner is entitled as at
21st January 2009; and

B is the percentage of the total number of issued
ordinary shares of that non-resident company as at
21st January 2009 beneficially owned directly by
that limited liability partnership.

[27/2009 wef 22/01/2009]

(8C) No exemption from tax shall be granted to any person under
subsection (8A) unless the Comptroller is satisfied that the exemption
would be beneficial to the person resident in Singapore.

[27/2009 wef 22/01/2009]

(8D) A person shall furnish to the Comptroller, in such form and
manner and within such reasonable time as the Comptroller may
determine, such information relating to income exempted under
subsection (8A) as the Minister may direct the Comptroller to obtain

for any statistical or research purpose.
[27/2009 wef 22/01/2009]
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(9) The conditions referred to in subsection (8) are —

(a) the income is subject to tax of a similar character to income
tax (by whatever name called) under the law of the territory
from which the income is received;

(b) at the time the income is received in Singapore by the
person resident in Singapore, the highest rate of tax of a
similar character to income tax (by whatever name called)
levied under the law of the territory from which the income
is received on any gains or profits from any trade or
business carried on by any company in that territory at that
time is not less than 15%; and

(c¢) the Comptroller is satisfied that the tax exemption would
be beneficial to the person resident in Singapore.
[21/2003]
(9A) For the avoidance of doubt, in subsection (9)(a), income is
subject to tax if tax has been paid, or tax (not being deferred tax) is to
be paid on that income.
[34/2008 wef 16/02/2008]
(9B) The Minister or such person as he may appoint may in any
particular case waive the condition referred to in subsection (9)(a),
subject to such conditions as he may impose.
[34/2008 wef 16/02/2008]
(10) Where the income referred to in subsection (8) consists of
dividends paid by a company, the tax referred to in subsection (9)(a)
shall be —

(a) where the company is resident in the territory from which
the dividends are received, the tax paid in that territory by
the company in respect of its income out of which the
dividends are paid; and

(b) the tax paid on the dividends in the territory from which the
dividends are received.

[21/2003]

(11) The Minister may make regulations generally to give full

effect to or for carrying out the purposes of subsection (8).
[21/2003]
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(12) The Minister may by order —
(a) exempt from tax wholly or in part; or

(b) provide that tax at such concessionary rate of tax be levied
and paid on,

the income received by a person resident in Singapore from such
source in any country outside Singapore as may be specified in the
order.
[37/2002]
(12A) Every order made under subsection (12) which exempts from
tax any income received by —

(a) the trustee of a real estate investment trust; or

(b) a company incorporated in Singapore the share capital of
which is 100% owned by the trustee of a real estate
investment trust on the date of commencement of the order,

is, notwithstanding anything in that order, treated as revoked on
Ist April 2015 unless revoked earlier; and any exemption granted
under that order shall cease to apply to income received by such
person on or after 1st April 2015.
[22/2011 wef 20/12/2011]
(13) An order made under subsection (12) may —
(a) be either general or specific;

(b) prescribe the conditions subject to which the income will
be exempt from tax or be taxed at a concessionary rate of
tax;

(c¢) provide that the Minister may require all or any of the
conditions referred to in paragraph (b) to be complied with
to the satisfaction of the Comptroller;

(d) prescribe a condition requiring the person to satisfy the
Comptroller that all or any of the conditions referred to in
paragraph (b) have been complied with before the income

is received in Singapore.
[22/2011 wef 09/01/2009]
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(13A) The conditions referred to in subsection (13) need not be
included in the order for the purpose of publication in the Gazette.
[22/2011 wef 09/01/2009]
(14) Where any income is exempt from tax under subsection (8), or
is exempt from tax or is taxed at a concessionary rate of tax by virtue
of an order made under subsection (12) and the income is received by
a company which is resident in Singapore (other than income derived
from Malaysia and received in Singapore on or after 1st June 2003 by
a company resident in Singapore where the company in paying any
dividend out of such income declares itself to be a resident of
Malaysia under paragraph 3 of Article VII of the Income Tax
(Singapore — Malaysia) (Avoidance of Double Taxation Agreement)
Order) —

(a) an amount equal to the income exempt from tax or an
amount equal to the net income after deduction of tax
levied at the concessionary rate of tax, as the case may be,
shall be credited to an account to be kept by the company
for the purpose of this subsection; and

(b) subsections (3) to (11) of section 13E shall apply, with the
necessary modifications, to the company in respect of a
distribution of dividends from the income as if the
company were a company referred to in section 13E(3).

[32/95; 37/2002; 21/2003]

(15) The Minister may, at any time, by rules made under section 7,

add to, vary or amend the list of commodities mentioned in
subsection (1)(n).

[29/65]

(16) In this section —

“approved bank” means a bank in Singapore approved by the
Minister by order in the Gazette;

“approved bond intermediary” means a financial institution
approved as such by the Minister or such person as he may
appoint;

“break cost”, in relation to debt securities, qualifying debt
securities or qualifying project debt securities, means any fee
payable by the issuer of the securities on the early redemption
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of the securities, the amount of which is determined by any
loss or liability incurred by the holder of the securities in
connection with such redemption;

“child”, in relation to an employee, means any legitimate child,
illegitimate child, step-child, child adopted in accordance
with any written law relating to the adoption of children and
any child whom the employee is the legal guardian;

“debt securities” has the same meaning as in section 43N;
“deposit” means —

(a) 1n relation to any standard savings, current or fixed
deposit account referred to in subsection (1)(zc), any
deposit of moneys, but does not include —

(1) any deposit of moneys the interest from which
is determined by the performance of any
securities or by the fluctuations in currency
exchange rates or by any combination thereof;
or

(i1) any other prescribed deposit; or

(b) in relation to any deposit of moneys referred to in
subsection (1)(¢), (fa) or (zd) which is made on or
after 7th October 2004 and which matures on or after
2nd June 2005, a deposit which falls within the
meaning of deposit in section 4B of the Banking Act
(Cap. 19) and is treated as such by the Monetary
Authority of Singapore for the purposes of that
section;

[34/2008 wef 06/12/2007]

“financial derivative” means a derivative the payoffs of which

are linked, whether in whole or in part, to the payoffs or

performance of any financial assets, securities, financial

instruments or indices, but does not include a derivative the

payoffs of which are wholly linked to the payoffs or
performance of commodities;

“financial institution” means an institution licensed or approved
by the Monetary Authority of Singapore, and includes an
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institution approved as an approved Fund Manager under
section 43A and an institution approved as a Finance and
Treasury Centre under section 43G;

“financial sector incentive (bond market) company” means a
company approved as such by the Minister or such person as
he may appoint;

“financial sector incentive (project finance) company” means a
company approved as such by the Minister or such person as
he may appoint;

“Islamic debt securities” has the same meaning as in
section 43N(4);

“medisave contribution ceiling” has the same meaning as in
section 39(13);

[22/2011 wef 01/01/2011]

“national serviceman” has the same meaning as in the
Enlistment Act (Cap. 93);

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

“prepayment fee”, in relation to debt securities, qualifying debt
securities or qualifying project debt securities, means any fee
payable by the issuer of the securities on the early redemption
of the securities, the amount of which is determined by the
terms of the issuance of the securities;

“PSE account” has the same meaning as in the Education
Endowment and Savings Schemes Act (Cap. 87A);
[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

“qualifying debt securities” means —

(a) Singapore Government securities issued during the
period from 28th February 1998 to 31st December
2013;

[34/2008 wef 16/12/2008]

(b) bonds, notes, commercial papers and certificates of
deposits which are arranged in accordance with
regulations made for this purpose —
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(1) by any financial institution in Singapore and
issued during the period from 28th February
1998 to 31st December 2013;

[34/2008 wef 16/12/2008]

(i) by any approved bond intermediary and
issued —

(A) during the period from 27th February
1999 to 31st December 2013 under any
prescribed programme the arrangement
of which is completed on or before
31st December 2003; or

[34/2008 wef 16/12/2008]

(B) during the period from 27th February
1999 to 31st December 2003 in any other
case; or

(i11) by any financial sector incentive (bond market)
company and issued during the period from

Ist January 2004 to 31st December 2013;
[34/2008 wef 16/12/2008]
(c) Islamic debt securities which are arranged in
accordance with regulations made for this purpose —

(1) by any financial institution in Singapore and
issued during the period from 1st January 2005
to 31st December 2013; or

[34/2008 wef 16/12/2008]
(i1) by any financial sector incentive (bond market)
company and issued during the period from

Ist January 2005 to 31st December 2013,
[34/2008 wef 16/12/2008]
but, unless otherwise approved by the Minister or
such person as he may appoint, excludes any debt
securities issued on or after 10th May 1999 and any
Islamic debt securities issued on or after 1st January

2005 which, during its primary launch —

(AA) are issued to less than 4 persons; and
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(BB) 50% or more of the issue of debt securities or
Islamic debt securities is beneficially held or
funded, directly or indirectly, by related parties
of the issuer of those debt securities or Islamic
debt securities;

“qualifying project debt securities” means debt securities —

(a) which are issued during the period from

(b)

(©)

Ist November 2006 to 31st March 2017 and
arranged in accordance with regulations made for
this purpose —

(1) by any financial institution in Singapore; or

(i1) by any financial sector incentive (bond market)
company or financial sector incentive (project

finance) company;
[22/2011 wef 01/01/2012]

[34/2008 wef 16/12/2008]

the interest and other income directly attributable to
which are funded primarily by cash flows from an
infrastructure asset or project prescribed by
regulations (referred to in this definition as a
prescribed asset or project); and

the proceeds from the issue of which are only used to
acquire, develop or invest in a prescribed asset or
project, or to refinance a previous borrowing which
was only used for that purpose; where the gearing
ratio of such prescribed asset or project is approved
by the Minister or such person as he may appoint in a
case where the debt securities are issued by a person
in Singapore or the prescribed asset or project is in
Singapore,

but does not include, except with the approval of the Minister
or such person as he may appoint (which approval may be
subject to such conditions as the Minister may impose), any
debt securities —

(A)

which are issued to less than 4 persons; or
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(B) 50% or more of the issue of which is beneficially held
or funded, directly or indirectly, by related parties of
the issuer of those debt securities;

“real estate investment trust” has the same meaning as in
section 43(10);

“redemption premium”, in relation to debt securities, qualifying
debt securities or qualifying project debt securities, means
any premium payable by the issuer of the securities on the
redemption of the securities upon their maturity;

“registered business trust” and “trustee-manager” have the same
meanings as in the Business Trusts Act (Cap. 31A);

“related party”, in relation to a person, means any other person
who, directly or indirectly, controls that person, or is
controlled, directly or indirectly, by that person, or where
he and that other person, directly or indirectly, are under the
control of a common person;

“restricted Singapore scheme” means a collective investment
scheme constituted as a unit trust that i1s a restricted
Singapore scheme within the meaning of the regulations
made under the Securities and Futures Act (Cap. 289) for the
purpose of section 305 of that Act;

[Act 19 of 2013 wef 01/10/2009]

“securities lending or repurchase arrangement” has the same
meaning as in section 10N(12);

“Singapore Government securities” has the same meaning as in
section 43N;

“structured product” means a sum of money paid on terms under
which —

(a) it may not be repaid in full and the return from which
1s, partly or wholly, determined by the performance
of any embedded derivative instrument; and

(b) its repayment may be in money or money’s worth,

but does not include any sum paid in respect of any debt
securities, units of a real estate investment trust, units of a
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unit trust, loan, stand-alone financial derivative or such other
financial product as the Minister may by regulations
prescribe;

“unit trust” has the same meaning as in section 10B.

[31/98; 32/99; 21/2003; 49/2004; 34/2005; 7/2007;
53/2007]

Exemption of shipping profits

13A.—(1) There shall be exempt from tax the income of a shipping
enterprise derived or deemed to be derived from the operation of
Singapore ships or foreign ships as hereinafter provided.
[4/75; 20/91; 31/98]
(1A) Such exemption in respect of Singapore ships shall be
backdated to the date of provisional registration if the owner has
subsequently obtained a permanent certificate of registry in respect of
the ship.
[11/94; 31/98]
(1B) For the year of assessment 2009 and subsequent years of
assessment, the income of a shipping enterprise referred to in this
section shall include income derived from foreign exchange and risk
management activities which are carried out in connection with and
incidental to the operation by the shipping enterprise of Singapore
ships.
[34/2008 wef Y/A 2009 & Sub Ys/A]
(1C) The income of a shipping enterprise referred to in this section
shall include income derived on or after 22nd February 2010 by the
shipping enterprise from the provision of ship management services
to any qualifying company in respect of Singapore ships owned or
operated by the qualifying company.
[29/2010 wef 22/02/2010]
(1CA) The income of a shipping enterprise referred to in this
section includes income derived on or after 1st June 2011 by the
shipping enterprise from —

(a) the sale of a Singapore ship or a ship that is provisionally
registered under the Merchant Shipping Act (Cap. 179);

(b) the assignment to another of all its rights as the buyer under
a contract for the construction of a ship that, at the time of
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the assignment, is intended to be registered or is
provisionally registered under the Merchant Shipping
Act; or

(c) the sale of all of the issued ordinary shares in a special
purpose company of the shipping enterprise where, at the
time of the sale of the shares, the special purpose
company —

(1) owns a Singapore ship or a ship that is provisionally
registered under the Merchant Shipping Act; or

(1) 1s the buyer under a contract for the construction of a
ship that, at that time, is intended to be registered or
is provisionally registered under the Merchant
Shipping Act,

and the special purpose company does not at that time own
any foreign ship, foreign dredger, foreign seismic ship or
any foreign vessel used for offshore oil or gas activity.
[Act 29 of 2012 wef 01/06/2011]
(1CB) The income referred to in subsection (1CA) does not
include —

(a) income of the shipping enterprise as a lessor of a ship under
a finance lease that is treated as a sale under section 10D;
or

(b) income of the shipping enterprise from carrying on a
business of trading in ships or of constructing ships for
sale.

[Act 29 of 2012 wef 01/06/2011]

(1CC) For the purposes of subsection (1CA), a ship shall not be

regarded as provisionally registered under the Merchant Shipping Act

(Cap. 179) if its registry under that Act is closed or deemed to be
closed or is suspended.

[Act 29 of 2012 wef 01/06/2011]

(1D) This section does not apply to income of a shipping enterprise,

being an international shipping enterprise approved under

section 13F, derived in the basis period for the year of assessment
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2012 or any subsequent year of assessment from the operation of
foreign ships.
[22/2011 wef Y/A 2012 & Sub Ys/A]
(2) A shipping enterprise shall maintain separate accounts for the
income derived or deemed to be derived from the operation of each
Singapore ship or foreign ship.
[31/98]
(2A) Where expenses have been incurred by a shipping enterprise
which are not directly attributable to a Singapore ship or foreign ship,
the Comptroller may allocate as expenses such amounts as might
reasonably and properly have been incurred in the normal course of
its business in respect of such ship.
[31/98]
(3) In determining the income of a shipping enterprise from the
operation of Singapore ships or foreign ships —

(a) the capital allowances provided under sections 16, 17, 18,
18B, 18C, 19, 19A, 20, 21 and 22 shall only be made
against the income exempt under this section, and the
balance of such allowances shall not be available as a
deduction against any other income; and

[29/2010 wef 23/02/2010]

(b) aloss incurred by a shipping enterprise in respect of any
activity referred to in subsection (1), (1B) or (1C) for any
basis period shall only be deducted against the income
from any activity referred to in any of those subsections,
and the balance of such loss shall not be available as a
deduction against any other income.

[Act 29 of 2012 wef 01/06/2011]

(3A) Where a shipping enterprise incurs a loss on any sale or

assignment referred to in subsection (1CA) in any basis period, that

loss shall only be deducted against the gains derived from another

sale or assignment referred to in subsection (1CA) in that same basis

period, and the balance of the loss shall not be available as a
deduction against any other income.

[Act 29 of 2012 wef 01/06/2011]

(4) The Comptroller shall for each year of assessment issue to a

shipping enterprise a statement (to be included in a notice of any
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assessment served on the shipping enterprise under section 76)
showing the amount of income derived from the operation of
Singapore ships or foreign ships by the shipping enterprise; and
Parts XVII and XVIII (relating to objections and appeals) and any
rules made under this Act shall apply, with the necessary
modifications, as if such statement were a notice of assessment.
[31/98]
(5) Subject to subsection (8) where any statement issued under
subsection (4) has become final and conclusive, the amount of
income shown therein shall not form part of the statutory income of a
shipping enterprise for the year of assessment to which the statement
relates and shall be exempt from tax.

(5A) For the purposes of subsection (5), the Comptroller may,
before such statement has become final and conclusive, treat a
specified amount of the income of a shipping enterprise from the
operation of Singapore ships or foreign ships as exempt from tax
pending such statement becoming final and conclusive.

[7/2007]

(6) The following provisions shall apply to a shipping enterprise
resident in Singapore:

(a) as soon as any amount of income of the shipping enterprise
1s exempted under subsection (5), such amount shall be
credited to an account to be kept by the shipping enterprise
for the purpose of this section;

(b) where such account is in credit at the date on which any
dividends are paid by the shipping enterprise out of income
which has been exempted, an amount equal to such
dividends or to such credit, whichever is the less, shall
be debited to such account;

(¢) so much of the amount of any dividends debited to such
account as are received by a shareholder in the shipping
enterprise shall, if the Comptroller is satisfied with the
entries in such account, be exempt from tax in the hands of
such shareholder;

(d) any dividends debited to such account shall be treated as
having been distributed to the shareholders of the shipping
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enterprise or any particular class of such shareholders in
accordance with the proportion of their shareholdings in
the shipping enterprise;

(e) section 44 shall not apply to any dividends or part thereof
which are exempt from tax under this section;

(f) where an amount has been received by way of dividends
from a company by a shareholder and the amount is
exempt from tax under this section, if that shareholder is a
company, any dividends paid by that company to its
shareholders, to the extent that the Comptroller is satisfied
that those dividends are paid out of that amount, shall be
exempt from tax in the hands of those shareholders, and
section 44 shall not apply to any such dividend or part
thereof; and

(g) notwithstanding paragraphs (c) and (f), no dividend paid on
any share of a preferential nature shall be exempt from tax
under this section in the hands of the shareholder.

[3/89; 1/90; 37/2002; 21/2003]

(7) A shipping enterprise shall deliver to the Comptroller a copy of
the accounts referred to in subsections (2) and (6) made up to any date
specified by him whenever called upon to do so by notice in writing.

(8) Notwithstanding subsections (1) to (7), where it appears to the
Comptroller that —

(a) any income of a shipping enterprise which has been
exempted from tax; or

(b) any dividend which has been exempted from tax in the
hands of any shareholder,

ought not to have been so exempted, the Comptroller may at any time
within 6 years (if the year of assessment to which the statement
relates is 2007 or a preceding year of assessment) or 4 years (if the
year of assessment to which the statement relates is 2008 or a
subsequent year of assessment) from the date of the statement
referred to in subsection (4) —
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(1) make such assessment or additional assessment upon the
shipping enterprise or any such shareholder as may appear
to be necessary in order to make good any loss of tax; or

(11) direct the shipping enterprise to debit its account kept in
accordance with subsection (6) with such amount as the
circumstances may require.

[11/94; 37/2002; 53/2007]

(9) Parts XVII and XVIII (relating to objections and appeals) and

any rules made under this Act shall apply, with the necessary

modifications, as if an assessment or a direction under subsection (8)
were a notice of assessment.

(10) Nothing in this section shall affect the operation of section 27
in ascertaining the income of a non-resident person owning or
operating Singapore ships or foreign ships.

[31/98]

(11) Where in the basis period for any year of assessment a ship
ceases to be a Singapore ship the income derived from the operation
of which is exempt under this section, the capital allowances in
respect of that ship for that year of assessment and subsequent years
shall be calculated on the residue of expenditure or reducing value of
the assets after taking into account the capital allowances provided
for in sections 16, 17, 18, 18B, 18C, 19, 19A, 20, 21 and 22 for those
years of assessment during which income derived from the operation
of the ship was exempt from tax notwithstanding that no claim for

such allowances was made.
[4/75; 7/2007]

[29/2010 wef 23/02/2010]

(12) Subsections (3) and (11) shall have effect notwithstanding any
other provisions of this Act.

(13) Notwithstanding anything in this section, a shipping enterprise
may at any time elect that its income derived or deemed to be derived
from the operation of all its Singapore ships shall be taxed at the rate

prescribed by section 43(1)(a).
[11/94]
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(14) An election under subsection (13) shall be made by a shipping
enterprise by notice in writing to the Comptroller and shall be
irrevocable.

[11/94]

(15) Where a shipping enterprise has made an election under
subsection (13) —

(a)

(b)

(©)

(d)

subsections (1) to (10) shall not apply to the income
derived or deemed to be derived from the operation of
Singapore ships by the shipping enterprise for the year of
assessment immediately following the year in which the
election is made and for subsequent years of assessment;

any capital allowances or the balance thereof which were
not made against the income of the shipping enterprise
exempt under this section for any year of assessment
during which its income was exempt from tax shall not be
available to be made under section 23 against its income
(other than income exempt under this section) for the year
of assessment immediately following the year in which the
election is made and for subsequent years of assessment;

any loss or the balance thereof incurred by the shipping
enterprise in respect of the operation of a Singapore ship
for any year of assessment which was not deducted against
its income exempt under this section for any year of
assessment during which its income was exempt from tax
shall not be available as a deduction under section 37(3)(a)
against its income (other than income exempt under this
section) for the year of assessment immediately following
the year in which the election is made and for subsequent
years of assessment; and

any capital allowances in respect of Singapore ships of the
shipping enterprise for the year of assessment immediately
following the year in which the election is made and for
subsequent years of assessment shall be calculated in
accordance with subsection (11) as if the Singapore ships

were ships which had ceased to be Singapore ships.
[11/94; 31/98]
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(16) In this section —
“foreign ship” has the same meaning as in section 13F;
“operation” means —
(a) 1n relation to a Singapore ship —

(1) the carriage of passengers, mails, livestock or
goods outside the limits of the port of
Singapore;

(i1) towing or salvage operations outside the limits
of the port of Singapore;

(i11) the charter of the ship for use outside the limits
of the port of Singapore; or

(iv) for the year of assessment 2007 and subsequent
years of assessment, the use outside the limits
of the port of Singapore of the ship as a dredger,
seismic ship or vessel used for offshore oil or
gas activity; and

(b) in relation to a foreign ship, the carriage of
passengers, mails, livestock or goods shipped in
Singapore, except where such carriage arises solely
from transhipment from Singapore, or is only within
the limits of the port of Singapore;

“qualifying company”, in relation to a shipping enterprise,
means a company at least 50% of the total number of the
issued ordinary shares of which are beneficially and directly
owned by the enterprise;

“ship management services” means any of the following
activities in respect of a ship:

(a) making a purchase or sale of it, or a decision
regarding its ownership;

(b) deciding on its flag and registry;

(c) sourcing for and deciding on financing for its
acquisition;
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(d) awarding contracts, entering into alliances or
deciding on pooling in respect of it;

(e) securing its employment or its cargo;

(f) planning its route and tonnage;

(g) appointing a ship manager or ship agent for it;

(h) collecting freight in exchange for its use;

(i) arranging insurance for it;

(/) undertaking crew related matters such as the
appointment of a crew manager;

(k) arranging dry-docking or ship repairs or overhaul;

(/) ensuring that it is adequately equipped with supplies,
provisions, spares and stores;

(m) supervising its construction, conversion or
registration;

(n) liaising with the relevant competent authorities or
bodies on ship safety and manning requirements and
other similar matters;

“shipping enterprise” means any company owning or operating
Singapore ships or foreign ships;

“Singapore ship” means a ship in respect of which a certificate
of registry, other than provisionally, has been issued under the
Merchant Shipping Act (Cap. 179) and its registry is not
closed or deemed to be closed or suspended;

[26/73; 20/91; 31/98; 37/2002; 21/2003; 7/2007]
[Act 29 of 2012 wef 01/06/2011]

“special purpose company”, in relation to a shipping enterprise,
means a company that is wholly owned by the shipping
enterprise and whose only business or intended business is
the operation of Singapore ships.

[Act 29 of 2012 wef 01/06/2011]

[This section is amended by section 7 of the Income Tax
(Amendment) Act 2017 (Act 39 of 2017) wef 22/02/2010]

Informal Consolidation — version in force from 28/6/2013



129 Car. 134 Income Tax 2008 Ed.

Exemption of certain dividends

13B.—(1) Where a company derives income which is subject to tax
or exempt from tax in accordance with section 43A, 43C, 43D, 43E,
43F, 43G, 43H, 431, 43], 43K, 43L (repealed), 43M (repealed), 43N,
430, 43P, 43Q, 43R, 43S, 43T, 43U, 43V, 43W, 43X, 43Y or 43Z, or
the regulations made thereunder, the following provisions of this
section shall have effect.
[1/82; 15/83; 31/86; 1/90; 20/91; 2/92; 28/92; 26/93;
1/98; 31/98; 37/2002; 21/2003; 49/2004; 34/2005;
7/2007; 53/2007]
(2) As soon as any amount of income of the company has been
subject to tax at the rate of 10% (or other concessionary rate) or
exempt from tax in accordance with section 43A, 43C, 43D, 43E,
43F, 43G, 43H, 431, 43], 43K, 43L (repealed), 43M (repealed), 43N,
430, 43P, 43Q, 43R, 43S, 43T, 43U, 43V, 43W, 43X, 43Y or 43Z, or
the regulations made thereunder, the net amount of the income after
deduction of the tax or the amount of the income exempted shall be
credited to a special account (referred to in this section as the account)
to be kept by the company for the purposes of this section.
[15/83; 1/90; 20/91; 2/92; 28/92; 26/93; 1/98; 31/98;
37/2002; 21/2003; 49/2004; 34/2005; 7/2007; 53/2007]
(3) Where the account is in credit at the date on which any
dividends are paid by the company out of the net amount of the
income credited to that account, an amount equal to those dividends
or to that credit, whichever is the less, shall be debited to the account.
[15/83]
(4) So much of the amount of any dividends debited to the account
as is received by a shareholder of the company shall, if the
Comptroller is satisfied with the entries in the account, be exempt
from tax in the hands of the shareholder.

(4A) Any dividends debited to the account shall be treated as
having been distributed to the shareholders of the company or any
particular class of the shareholders in accordance with the proportion
of their shareholdings in the company.

[37/2002]

(5) Section 44 shall not apply to any dividends or part thereof which

are exempt from tax under this section.
[1/90]
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(6) Where an amount has been received by way of dividends from a
company by a shareholder and the amount is exempt from tax under
this section, if that shareholder is a company, any dividends paid by
that company to its shareholders, to the extent that the Comptroller is
satisfied that those dividends are paid out of that amount, shall be
exempt from tax in the hands of those shareholders, and section 44
shall not apply to any such dividend or part thereof.

[37/2002]

(6A) Notwithstanding subsections (4) and (6), no dividend paid on
any share of a preferential nature shall be exempt from tax under this
section in the hands of the shareholder.

[21/2003]

(7) A company shall deliver to the Comptroller a copy of the
account made up to any date specified by him whenever called upon
to do so by notice in writing.

(8) Notwithstanding subsections (1) to (7), where it appears to the
Comptroller that —

(a) any income of a company which has been subject to tax at
the rate of 10% (or such other concessionary rate) or
exempt from tax as prescribed under section 43A, 43C,
43D, 43E, 43F, 43G, 43H, 431, 43J, 43K, 43L (repealed),
43M (repealed), 43N, 430, 43P, 43Q, 43R, 43S, 43T, 43U,
43V, 43W, 43X, 43Y or 43Z, or the regulations made
thereunder; or

(b) any dividend which has been exempted from tax in the
hands of any shareholder,

ought not to have been so taxed or exempted, as the case may be, the
Comptroller may, within the year of assessment or within 6 years (if
the year of assessment is 2007 or a preceding year of assessment) or 4
years (if the year of assessment is 2008 or a subsequent year of
assessment) after the expiration thereof —

(1) make such assessment or additional assessment upon the
company or any such shareholder as may be necessary in
order to make good any loss of tax; or
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(i1) direct the company to debit the account with such amount

as the circumstances require.
[15/83; 1/90; 20/91; 2/92; 28/92; 26/93; 11/94; 1/98;
31/98; 37/2002; 21/2003; 49/2004; 34/2005; 7/2007;
53/2007]
(9) This section shall not, in relation to any income of an insurance
company which is subject to the concessionary rate of tax prescribed
by regulations made under section 43C, apply to such part of the
income ascertained under section 26(7) as is apportioned to the

policyholders of the company in accordance with those regulations.
[28/92]

Exemption of income of trustee of trust fund arising from
funds managed by fund manager in Singapore

13C.—(1) There shall be exempt from tax such income as the
Minister may by regulations prescribe of the trustee of any prescribed
trust fund arising from funds managed in Singapore by any fund

manager.
[22/2011 wef 01/09/2007]

[53/2007]

(2) The Minister may by regulations —

(a) make such transitional and savings provisions as he may
consider necessary or expedient in relation to the repeal of
section 13C in force immediately before Ist September
2007,

(b) provide for the determination of the amount of income of
the trustee of any prescribed trust fund to be exempt from
tax; and

(c¢) make provision generally for giving full effect to or for
carrying out the purposes of this section.

(3) This section shall not apply to —

(a) a trustee of a trust fund that is constituted on or after
Ist April 2014; or

(b) a trustee of a trust fund that —
(1) is constituted before 1st April 2014; and
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(i1) 1s not a prescribed trust fund at any time before that
date.

Exemption of income of non-resident arising from funds
managed by fund manager in Singapore

13CA.—(1) There shall be exempt from tax such income as the
Minister may by regulations prescribe of any prescribed person

arising from funds managed in Singapore by any fund manager.
[22/2011 wef 01/09/2007]

[53/2007]

(1A) The Minister shall not prescribe the trustee of a prescribed
trust fund referred to in section 13C as a prescribed person for the
purposes of subsection (1).

[34/2008 wef 01/09/2007]

(2) Where —

(a) income of any prescribed person, being a company, has
been exempt from tax under subsection (1) in any year of
assessment; and

(b) aperson (referred to in this section as the relevant owner),
either alone or together with his associates, beneficially
owns on the relevant day issued securities of the prescribed
person the value of which is more than the prescribed
percentage of the total value of all issued securities of the
prescribed person on the relevant day,

then the relevant owner shall be liable to pay to the Comptroller, in
such manner and within such reasonable time as may be determined
by the Comptroller, a penalty to be computed in accordance with the
following formula:

A xBxC,

where A is the percentage which the value of the issued
securities of the prescribed person beneficially
owned on the relevant day by the relevant owner
bears to the total value of all issued securities of the
prescribed person on the relevant day;
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B is the amount of income of the prescribed person as
reflected in the audited account of the prescribed
person for the basis period relating to that year of
assessment; and

C is the tax rate specified in section 43(1)(a) applicable
to that year of assessment.

[53/2007]

(3) Subsection (2) shall not apply to a relevant owner if —

(@)

(b)

(4) Wh
(a)

(b)

the Comptroller permits the relevant owner to take steps to
reduce the ownership of the issued securities by him or his
associates within such period as the Comptroller may
specify, being a period of no more than 3 months from the
relevant day; and
[34/2008 wef 01/09/2007]
by the end of the specified period, the value of the issued
securities beneficially owned by the relevant owner
together with his associates is no more than the
prescribed percentage of the total value of all issued
securities of the prescribed person on the relevant day.
[53/2007]

€rée —

income of any prescribed person, being the trustee of a
trust fund, has been exempt from tax under subsection (1)
in any year of assessment; and

a person (referred to in this section as the relevant
beneficiary), either alone or together with his associates,
beneficially owns on the relevant day any part of the trust
fund the value of which is more than the prescribed
percentage of the total value of the trust fund on the
relevant day,

then the relevant beneficiary shall be liable to pay to the Comptroller,

in such

manner and within such reasonable time as may be

determined by the Comptroller, a penalty to be computed in
accordance with the following formula:
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A xBxC,

where A is the percentage which the value of the part of the
trust fund beneficially owned on the relevant day by
the relevant beneficiary bears to the total value of the
trust fund on the relevant day;

B is the amount of income of the prescribed person as
reflected in the audited account of the prescribed
person for the basis period relating to that year of
assessment; and

C is the tax rate specified in section 43(1)(c) applicable
to that year of assessment.

[53/2007]
(5) Subsection (4) shall not apply to a relevant beneficiary if —

(a) the Comptroller permits the relevant beneficiary to take
steps to reduce the ownership of the trust fund by him or
his associates within such period as the Comptroller may
specify, being a period of no more than 3 months from the
relevant day; and

[34/2008 wef 01/09/2007]

(b) by the end of the specified period, the value of the part of
the trust fund beneficially owned by the relevant
beneficiary together with his associates is no more than
the prescribed percentage of the total value of the trust fund
on the relevant day.

[53/2007]

(6) Notwithstanding subsections (2) and (4), where —

(a) income of any prescribed person, being a company or the
trustee of a trust fund, has been exempt from tax under
subsection (1) in any year of assessment;

(b) a person, either alone or together with his associates,
beneficially owns on the relevant day —

(1) if the prescribed person is a company, any issued
securities of the prescribed person; or
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(i1) if the prescribed person is the trustee of a trust fund,
any part of the trust fund; and

(c) the person mentioned in paragraph (b) is a non-bona fide
entity,

then the person mentioned in paragraph (b) shall not be liable to pay
the penalty referred to in subsection (2) or (4); but a person (referred
to in this section as the liable person) who —

(1) beneficially owns on the relevant day equity interests of the
person mentioned in paragraph (b); and

(11) 1s not himself a non-bona fide entity,

shall be liable to pay to the Comptroller, in such manner and within
such reasonable time as may be determined by the Comptroller, a
penalty to be computed in accordance with the formula specified in
subsection (6A) if, and only if, the total of —

(A) the value of the equity interests of the prescribed person or
of the trust fund for which the prescribed person is the
trustee (as the case may be) that are beneficially owned by
the liable person on the relevant day; and

(B) the value of the equity interests of the prescribed person or
of the trust fund for which the prescribed person is the
trustee (as the case may be) that are beneficially owned by
the associates of the liable person on the relevant day,

exceeds the prescribed percentage of the total value of all the equity
interests of the prescribed person or of the trust fund (as the case may
be) on that day.
[27/2009 wef 29/12/2009]
(6A) The formula for the penalty referred to in subsection (6) shall
be as follows:

A xB xC,

where A is the percentage which the value of the equity
interests of the prescribed person or of the trust fund
for which the prescribed person is the trustee (as the
case may be) beneficially owned on the relevant day
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by the liable person bears to the total value of all
equity interests of the prescribed person or of the trust
fund on the relevant day;

B is the amount of income of the prescribed person as
reflected in the audited account of the prescribed
person for the basis period relating to that year of
assessment; and

C is the tax rate applicable to that year of assessment as
specified in section 43(1)(a) (if the prescribed person
is a company) or 43(1)(c) (if the prescribed person is a
trustee of a trust fund).

[27/2009 wef 29/12/2009]

(6B) Subsection (3) or (5) (whichever is applicable) shall apply,
with the necessary modifications, to the liable person as it applies to a
relevant owner or relevant beneficiary as if the reference to
subsection (2) or (4) (as the case may be) is a reference to

subsection (6).
[27/2009 wef 29/12/2009]

(7) For the purposes of subsections (6)(i), (A) and (B) and (6A),
if —

(a) a person beneficially owns (including by virtue of one or

more applications of this subsection) equity interests of a

person (referred to in this subsection as a first level entity);
and

(b) the first level entity beneficially owns equity interests of
another person (referred to in this subsection as a second
level entity),

then the first-mentioned person is taken to beneficially own equity
interests of the second level entity; and the percentage which the
value of those equity interests bears to the total value of all equity
interests of the second level entity shall be computed in accordance
with the following formula:

A X B,
[27/2009 wef 29/12/2009]
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where A is the percentage which the value of equity interests
of the first level entity beneficially owned by the
first-mentioned person bears to the total value of all
equity interests of the first level entity; and

B is the percentage which the value of equity interests
of the second level entity beneficially owned by the
first level entity bears to the total value of all equity
interests of the second level entity.

[53/2007]
[27/2009 wef 29/12/2009]

(7A) Subsection (7) shall also have effect for the purpose of
determining, under subsections (6)(A) and (B) and (6A), the
beneficial ownership of a person in the equity interests of a trust
fund for which a prescribed person is a trustee, with the following
modifications:

(a) the reference in subsection (7)(b) to the equity interests of
another person (when applied to that trust fund) shall be
read as the equity interests in that fund;

(b) the reference in the definition of B under subsection (7) to
the value of equity interests of the second level entity
beneficially owned by the first level entity (when applied
to that trust fund) shall be read as the value of the part of the
trust fund beneficially owned by the first level entity;

(c) the reference in the definition of B under subsection (7) to
the total value of all equity interests of the second level
entity (when applied to that trust fund) shall be read as the
total value of the trust fund.

[27/2009 wef 29/12/2009]
(8) Regulations made under this section may —

(a) provide for the determination of the amount of income of
any prescribed person to be exempt from tax;

(b) provide for the circumstances under which a person would
be considered to be an associate for the purposes of this
section;
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(c) exempt any person or class of persons from subsection (2),
(4) or (6); and
(d) make provision generally for giving full effect to or for

carrying out the purposes of this section.
[53/2007]

(9) In this section —
“equity interest” means —

(a) 1n relation to a company, any issued security of that
company;
[27/2009 wef 29/12/2009]
(aa) in relation to a trust fund for which a prescribed
person is a trustee, any part of the trust fund; or
[27/2009 wef 29/12/2009]
(b) in relation to a person other than a company, such
right or interest as may be prescribed;

“issued securities”, in relation to a company, means —

(a) 1ssued debentures of, or issued stocks or shares in, the
company;

(b) any right, option or derivative in respect of any such
debentures, stocks or shares; or

(¢) such other securities of the company as may be

prescribed;
[34/2008 wef 01/09/2007]

“non-bona fide entity” means a person not resident in Singapore
(excluding a permanent establishment in Singapore) who —

(a) is set up solely for the purpose of avoiding or
reducing payment of tax or penalty under this Act; or

(b) does not carry out any substantial business activity
for a genuine commercial reason;

“relevant day” means the last day of the basis period of the
prescribed person relating to the year of assessment referred
to in subsection (2), (4) or (6);

[27/2009 wef 29/12/2009]
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“value” —

(a) 1n relation to issued securities of a company other
than those prescribed under paragraph (c) of the
definition of “issued securities”, means the value of
those securities at the time of their issue by the
company; or

(b) in relation to issued securities of a company
prescribed under paragraph (c) of the definition of
“issued securities”, means the value of those
securities at the prescribed time.

[34/2008 wef 01/09/2007]

(10) This section shall not apply to —

(a) a company or trustee of a trust fund, as the case may be,

that is incorporated or constituted on or after 1st April
2014; or

(b) a company or trustee of a trust fund, as the case may be,
that —

(1) is incorporated or constituted before 1st April 2014;
and

(11) 1s not a prescribed person at any time before that

date.
[27/2009 wef 29/12/2009]

Exemption of certain dividends of approved investment
company

13D.—(1) Where an investment company has been approved under
section 10A, the provisions of this section shall have effect.

[3/89]

(2) Assoon as any amount of the income has been determined to be

not chargeable to tax in accordance with regulations prescribed under

section 10A, the net amount of that income shall be credited to a

special account (referred to in this section as the account) to be kept
by the investment company for the purposes of this section.
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(3) Subsections (3) to (8) of section 13B shall apply, with the
necessary modifications, in respect of any dividends paid out of the
account of that investment company.

(4) In this section, “net amount”, in relation to the income referred
to in subsection (2) for any year of assessment, means the amount of
that income less —

(a) expenses and donations allowable under this Act for that
year of assessment which are determined in accordance
with regulations prescribed under section 10A as
attributable to that income;

(b) any amount of loss for that year of assessment arising from
the disposal of securities which is determined in
accordance  with  regulations  prescribed  under
section 10A by reference to the period during which
those securities have been held and which is not deductible
under those regulations;

(c¢) any amount of allowances for that year of assessment
under section 19, 19A, 20, 21 or 23 which 1s determined in
accordance with regulations prescribed under section 10A
as attributable to that income; and

(d) any amount of the expenses, donations, allowances and
losses referred to in paragraphs (a), (b) and (c¢) which have
not been deducted in arriving at the net amount of the
income for any previous year of assessment.

Exemption of dividends from foreign income

13E.—(1) Where a company resident in Singapore receives income
in Singapore from outside Singapore (referred to in this section as the
income) for which tax credit has been allowed against the tax payable
in respect of such income and pays dividends out of such income, the
provisions of this section shall have effect.
[2/92]
(2) As soon as a tax credit has been allowed, an amount of the
income computed in accordance with the formula
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Z_c
B )

where A 1is the tax credit allowed;

B is the tax rate applicable to a company under
section 43(1); and

C is the foreign tax paid,

shall be credited to a special account (referred to in this section as the
account) to be kept by the company for the purposes of this section.

(3) Where the account is in credit at the date on which any
dividends are paid by the company out of the income which has been
credited to that account, an amount equal to such dividends or to the
credit in that account, whichever is the less, shall be debited to the
account.

(4) So much of the amount of any dividends debited to the account
as is received by a shareholder of the company shall, if the
Comptroller is satisfied with the entries in the account, be exempt
from tax in the hands of the shareholder.

(5) Any dividends debited to the account shall be treated as having
been distributed to the shareholders of the company or any particular
class of the shareholders in accordance with the proportion of their
shareholdings in the company.

[37/2002]

(6) Section 44 shall not apply to any dividends or part thereof which
are exempt from tax under this section.

(7) Where an amount has been received by way of dividends from a
company by a shareholder and the amount is exempt from tax under
this section, if that shareholder is a company, any dividends paid by
that company to its shareholders, to the extent that the Comptroller is
satisfied that those dividends are paid out of that amount, shall be
exempt from tax in the hands of those shareholders, and section 44

shall not apply to any such dividend or part thereof.
[37/2002]
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(8) Notwithstanding subsections (4) and (7), no dividend paid on
any share of a preferential nature shall be exempt from tax under this
section in the hands of the shareholder.

[21/2003]

(9) A company shall deliver to the Comptroller a statement of the
account made up to any date specified by him whenever called upon
to do so by notice in writing.

[32/95; 37/2002]

(10) Notwithstanding subsections (1) to (9), where it appears to the
Comptroller that any dividend which has been exempted from tax in
the hands of any shareholder, ought not to have been so exempted, the
Comptroller may, within the year of assessment or within 6 years (if
the year of assessment is 2007 or a preceding year of assessment) or 4
years (if the year of assessment is 2008 or a subsequent year of
assessment) after the expiration thereof —

(a) make such assessment or additional assessment upon any
such shareholder as may be necessary in order to make
good any loss of tax; or

(b) direct the company to debit the account with such amount

as the circumstances require.
[11/94; 32/95; 37/2002; 53/2007]

(11) In this section —
“foreign tax” means —

(a) Commonwealth income tax within the meaning of
section 48(1);

(b) foreign tax within the meaning of section 50(1); or

(c) tax payable under the law of any territory outside
Singapore in respect of which credit has been given
under section 50 by virtue of section 50A,

as the case may be;
“tax credit” means —
(a) relief from tax under section 48(1);

(b) credit under section 50(1); or
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(c) credit under section 50 by virtue of section 50A,

as the case may be.
[26/93; 32/95; 37/2002; 21/2003]

(12) This section shall —
(a) only apply to income received on or after 1st January 1991;

(b) notapply to income on which tax has been levied at the rate
of 10% or such other concessionary rate as may be
prescribed under section 13H, 43A, 43C, 43D, 43E, 43F,
43G, 43H, 431, 43], 43K, 43L (repealed), 43N, 430, 43P,
43Q, 43R, 43S, 43T, 43U, 43V, 43W, 43X, 43Y or 43Z, or
the regulations made thereunder or section 19B of the
Economic Expansion Incentives (Relief from Income Tax)
Act (Cap. 86) in force immediately before the date of
commencement of the Economic Expansion Incentives
(Relief from Income Tax) (Amendment) Act 2004 (Act 11
of 2004) or section 19] of the Economic Expansion
Incentives (Relief from Income Tax) Act; and

(c) not apply to income derived from Malaysia and received in
Singapore by a company resident in Singapore where the
company in paying any dividend out of such income
declares itself to be a resident of Malaysia under
paragraph 3 of Article VII of the Income Tax (Singapore
— Malaysia) (Avoidance of Double Taxation Agreement)

Order.
[28/92; 26/93; 1/98; 37/2002; 21/2003; 11/2004; 49/2004;
34/2005; 7/2007; 53/2007]

Exemption of international shipping profits

13F.—(1) Subject to subsections (1A) and (2), there shall be
exempt from tax the income of an approved international shipping
enterprise derived —

(a) on or after Ist April 1991 from —

(1) the carriage of passengers, mails, livestock or goods
from outside the limits of the port of Singapore by
any foreign ship;
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(i1) the charter of any foreign ship to any person where
such ship i1s used by the person for the carriage of
passengers, mails, livestock or goods outside the
limits of the port of Singapore; and

(i11) the carriage of passengers, mails, livestock or goods
by any foreign ship to Singapore solely for the
purpose of transhipment;

(b) for the year of assessment 2005 and subsequent years of
assessment from —

(1) the operation outside the limits of the port of
Singapore of any dredger, seismic ship or any
vessel used for offshore oil or gas activity; and

(i1) the charter of any foreign dredger, foreign seismic
ship, or any foreign vessel used for offshore oil or gas
activity to any person where such dredger, seismic
ship or vessel is used by the person for his operation
outside the limits of the port of Singapore;

(c) for the year of assessment 2003 and subsequent years of
assessment from —

(1) towing or salvage operations carried out from
outside the limits of the port of Singapore by any
foreign ship; and

(i1) the charter of any foreign ship to any person where
such ship is used by the person for towage and
salvage operations carried out outside the limits of
the port of Singapore;

[Act 34/2008, wef Y/A 2009 & Sub Ys/A]
[37/2002; 49/2004]

(d) for the year of assessment 2009 and subsequent years of
assessment, from foreign exchange and risk management
activities which are carried out in connection with and
incidental to the operations described in paragraphs (a), (b)
and (c¢);

[Act 34/2008, wef Y/A 2009 & Sub Ys/A]
[29/2010 wef 22/02/2010]

Informal Consolidation — version in force from 28/6/2013



145 Car. 134 Income Tax 2008 Ed.

(e) on or after 22nd February 2010 from the provision of ship
management services to any qualifying special purpose
vehicle in respect of ships owned or operated by the
qualifying special purpose vehicle, unless the conditions of

its approval otherwise provides; and
[29/2010 wef 22/02/2010]

[22/2011 wef 22/02/2010]

(f) for the year of assessment 2012 and subsequent years of
assessment from the carriage by any foreign ship of
passengers, mails, livestock or goods which are shipped in
Singapore, except where such carriage is only within the

limits of the port of Singapore;
[22/2011 wef Y/A 2012 & Sub Ys/A]

[Act 29 of 2012 wef 01/06/2011]
(g) on or after Ist June 2011 from —

(1) the sale of a foreign ship, a foreign dredger, a foreign
seismic ship or any foreign vessel used for offshore
oil or gas activity;

(11) the assignment to another of all its rights as the buyer
under a contract for the construction of a ship,
dredger, seismic ship or vessel that, at the time of the
assignment, is intended to be a foreign ship, a foreign
dredger, a foreign seismic ship or any foreign vessel
used for offshore oil or gas activity; or

(111) the sale of all of the issued ordinary shares in a
special purpose company of the approved
international shipping enterprise where, at the time
of the sale of the shares, the special purpose company
owns any ship, dredger, seismic ship or vessel used
for offshore oil or gas activity, or is the buyer under a
contract for the construction of any ship, dredger,
seismic ship or vessel used for offshore oil or gas
activity.

[Act 29 of 2012 wef 01/06/2011]
(1A) Unless the Minister or such person as he may appoint permits
in a particular case, subsection (1)(e) does not apply to the provision
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by an approved international shipping enterprise of ship management
services to a qualifying special purpose vehicle if at least 50% of the
total number of the issued ordinary shares of the enterprise are
beneficially owned, whether directly or indirectly, by another

approved international shipping enterprise.
[22/2011 wef 22/02/2010]

[Act 29 of 2012 wef 22/02/2010]
(1AA) Subsection (1)(g) shall not apply to —

(a) any income of an approved international shipping
enterprise as a lessor of a ship, dredger, seismic ship or
any vessel used for offshore oil or gas activity, under a
finance lease that is treated as a sale under section 10D; or

(b) any income of an approved international shipping
enterprise from carrying on a business of trading in
ships, dredgers, seismic ships, or vessels used for
offshore oil or gas activity, or of constructing ships,
dredgers, seismic ships, or vessels used for offshore oil or
gas activity for sale.

[Act 29 of 2012 wef 01/06/2011]
(1B) An application may be made to the Minister or such person as
he may appoint for a company —

(a) which is an international shipping enterprise; or

(b) which is not but intends to become an international
shipping enterprise,

to be approved as an approved international shipping enterprise, and
the company is deemed upon approval to be an approved
international shipping enterprise.

[22/2011 wef 22/02/2010]
(2) The exemption for each approved international shipping
enterprise —

(a) shall be for such period not exceeding 10 years from the
date of its approval as the Minister or such person as he
may appoint may specify, except that the Minister or such
person as he may appoint may extend the period so
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(b)

specified for such further periods, not exceeding 10 years
at a time, as he thinks fit; or

if, at the time of its approval, the company does not, in the
opinion of the Minister or such person as he may appoint,
satisfy such qualifying conditions as the Minister or person
may determine for the purposes of paragraph (a), shall be
for such period not exceeding 5 years from the date of its

approval as the Minister or person may specify.
[22/2011 wef 01/06/2011]

(2A) The approval of an approved international shipping enterprise
for a period of exemption referred to in subsection (2)(b) may only be
granted at any time between 1st June 2011 and 31st May 2016 (both
dates inclusive).

[22/2011 wef 01/06/2011]

(3) In determining the amount of the income of an approved
international shipping enterprise which is exempted under this
section, the allowances provided for in sections 16, 17, 18, 18B,

18C, 19,
(a)

(b)

19A, 20, 21, 22 and 23 —

shall be taken into account notwithstanding that no claim
for those allowances has been made; and

shall only be deducted against the income referred to in
subsection (1), and the balance of those allowances shall
not be available as a deduction against any other income,
except that any balance remaining unabsorbed at the end of
the tax exempt period shall be available as a deduction
against any other income for the year of assessment which
relates to the basis period in which the tax exemption
ceases and for any subsequent year of assessment in

accordance with section 23.
[29/2010 wef 23/02/2010]

(4) Where an approved international shipping enterprise incurs a
loss during the tax exempt period in respect of any operation, activity
or service referred to in paragraphs (a) to (f) of subsection (1), that

loss —

(a)

shall be deducted in accordance with section 37; and
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(b) shall only be deducted against the income referred to in any
of those paragraphs, and the balance of such loss shall not
be available as a deduction against any other income,
except that any balance remaining unabsorbed at the end of
the tax exempt period shall be available as a deduction
against any other income for the year of assessment which
relates to the basis period in which the tax exemption
ceases and for any subsequent year of assessment in
accordance with section 37.

[Act 29 of 2012 wef 01/06/2011]
(4A) Where an approved international shipping enterprise incurs a
loss on any sale or assignment referred to in subsection (1)(g) in any
basis period falling, in whole or in part, within the tax exempt period,
that loss shall only be deducted against the gains derived from another
sale or assignment referred to in subsection (1)(g) in that same basis
period, and the balance of the loss shall not be available as a
deduction against any other income.
[Act 29 of 2012 wef 01/06/2011]
(5) Section 13A(2), (2A), (4), (5), (5A), (6), (7), (8) and (9) shall
apply to an approved international shipping enterprise, except that
any reference to a shipping enterprise shall be read as a reference to
an approved international shipping enterprise.
[32/99; 37/2002]
(6) In this section —

“approved” means approved by the Minister, or such person as
he may appoint, subject to such conditions as he may impose;

“foreign ship” means a sea-going ship other than a Singapore
ship within the meaning of section 13A(16);

“international shipping enterprise” means any company resident
in Singapore owning or operating Singapore ships or foreign
ships;

“qualifying special purpose vehicle”, in relation to an approved
international shipping enterprise, means —
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(a) an approved company —

(1) which 1s incorporated and resident in
Singapore; and

(i1) at least 50% of the total number of the issued
ordinary shares of which are beneficially
owned, whether directly or indirectly, by the
approved international shipping enterprise;

(b) an approved company —
(1) which is incorporated outside Singapore; and

(i1) at least 25% of the total number of the issued
ordinary shares of which are beneficially
owned, whether directly or indirectly, by the
approved international shipping enterprise; or

(¢) an approved partnership —

(1) which 1s registered or formed outside
Singapore; and

(i) of which the approved international shipping
enterprise is a partner and is entitled to at least
25% of its income;
[29/2010 wef 22/02/2010]
“ship management services” has the same meaning as in
section 13A(16);

[Act 29 of 2012 wef 01/06/2011]

“special purpose company”, in relation to an approved
international shipping enterprise, means a company that is
wholly owned by the enterprise and whose only business or
intended business is undertaking any operation referred to in
subsection (1)(a), (b), (¢) and (f), or any operation of a
Singapore ship as defined in section 13A(16).

[Act 29 of 2012 wef 01/06/2011]

[This section is amended by section 11 of the Income Tax
(Amendment) Act 2016 (Act 2 of 2016) wef 23/02/2010]
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Exemption of income of foreign trust

13G.—(1) There shall be exempt from tax such income as the
Minister may by regulations prescribe of such foreign trust or eligible
holding company established for the purposes of such foreign trust as
specified in those regulations and administered by a trustee company
in Singapore.
[26/93; 37/2002; 21/2003]
(2) Where any income of a foreign trust is exempt from tax under
regulations made under subsection (1) in any year of assessment, the
share of such income to which any beneficiary under the trust is
entitled to receive for that year of assessment shall also be exempt
from tax if the beneficiary —

(a) being an individual, is neither a citizen of Singapore nor
resident in Singapore;

(b) being a company, is neither incorporated nor resident in
Singapore and where such a company —

(1) has not more than 50 shareholders, all of its issued
shares are beneficially owned, directly or indirectly,
by persons who are neither citizens of Singapore nor
resident in Singapore; or

(i1) has more than 50 shareholders, not less than 95% of
the total number of its issued shares are beneficially
owned, directly or indirectly, by persons who are
neither citizens of Singapore nor resident in
Singapore;

(c) being any other person, is neither resident in Singapore nor
constituted or registered under any written law in
Singapore; or

(d) is a trustee of another foreign trust specified under
subsection (1).

[37/2002; 34/2005; 7/2007]

(3) Where any income of a foreign trust is exempt from tax under

regulations made under subsection (1) in any year of assessment, the

share of such income that a foreign account of a philanthropic
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purpose trust is entitled to receive for that year of assessment shall
also be exempt from tax.
[7/2007]
(4) Notwithstanding subsections (1) and (2), where it appears to the
Comptroller that any income of a foreign trust or eligible holding
company ought not to have been exempted under regulations made
under subsection (1), the Comptroller may, subject to section 74,
make such assessment or additional assessment upon the foreign trust
or eligible holding company, as the case may be, as may appear to be
necessary.
[37/2002]
(5) In this section —

“foreign account” and “philanthropic purpose trust” have the
same meanings as in section 130;

“trustee company” has the same meaning as in section 43J(2).
[7/2007]

Exemption of income of venture company

13H.—(1) The Minister may by regulations prescribe that any
income of an approved venture company derived by it from making
approved investments —

(a) shall be exempt from tax; or

(b) notwithstanding section 43, shall be taxed at such
concessionary rate, not being more than 10%, as the
Minister, or such person as he may appoint, may specify
for each year of assessment.
[31/98]
(2) Regulations made under subsection (1) may provide for the
determination of the amount of the income of an approved venture
company to be exempted or taxed at a concessionary rate and for the
deduction of losses otherwise than in accordance with section 37.
[31/98]
(2A) The exemption from tax or tax at a concessionary rate of the
income of an approved venture company under regulations made
under subsection (1) —
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(a) shall be for such period, not exceeding 10 years, as the
Minister, or such person as he may appoint, may specify;
and

(b) iIn any particular case after the period referred to in
paragraph (a), shall be for such further period or periods,
not exceeding 5 years at any one time for each period, as
the Minister, or such person as he may appoint, may

specify.
[31/98]
(2B) The total period under subsection (2A)(a) and the further
period or periods under subsection (2A)(b) shall not in the aggregate
exceed 15 years.
[31/98]
(3) The Comptroller shall determine the manner and extent to
which allowances under section 19, 19A, 20, 21 or 22 and any
expenses, losses and donations allowable under this Act which are
attributable to the income referred to in subsection (1) are to be
deducted.

(4) In determining the income of an approved venture company
which is exempt from tax or taxed at a concessionary rate under
regulations made under subsection (1) for any year of assessment,
there shall be deducted therefrom —

(a) 1n the case of income which is exempt from tax, expenses
allowable under this Act for that year of assessment which
are attributable to that income;

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(aa) in the case of income which is taxed at a concessionary

rate, expenses and donations allowable under this Act for

that year of assessment which are attributable to that
income;

[Act 29 of 2012 wef 18 Y/A 2013 & Sub Ys/A]

(b) any loss for that year of assessment arising from the
disposal of any approved investments in Singapore or
elsewhere;

(c¢) any allowances for that year of assessment under
section 19, 19A, 20, 21 or 22 attributable to that income
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notwithstanding that no claim for those allowances has
been made; and

(d) any balance of the expenses, losses and allowances
referred to in paragraphs (a), (aa), (b) and (c) which
have not been deducted in determining that income for any

previous year of assessment.
[31/98]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(5) Any expenses, allowances or losses referred to in subsection (4)
shall only be deducted against the income of an approved venture
company exempt from tax wunder regulations made under
subsection (1) and shall not be available as a deduction against any
other income of the company, except that any balance of the
expenses, allowances or losses remaining unabsorbed at the end of
the tax exempt period of the company shall be available as a
deduction against any other income of the company for the year of
assessment which relates to the basis period in which the tax
exemption ceases and for any subsequent year of assessment in
accordance with section 23 or 37, as the case may be.

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(5A) Where the income of an approved venture company is taxed at
a concessionary rate under regulations made under subsection (1) —

(a) any expenses, donations, allowances or losses referred to
in subsection (4) shall only be deducted against such
income, and any balance of the expenses, donations,
allowances or losses for any year of assessment shall,
subject to sections 23, 37 and 37B, be available as a
deduction against any other income of the company for that
year of assessment and for any subsequent year of
assessment; and

(b) notwithstanding subsection (5), where the income of the
company was exempted from tax immediately before
being taxed at a concessionary rate, the balance referred to
in subsection (5) shall firstly be deducted against the
income taxed at a concessionary rate and thereafter shall be
available for deduction against any other income of the
company for the year of assessment which relates to the
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basis period in which the tax exemption ceases, and
subsequent years of assessment, in accordance with

section 23 or 37, as the case may be.
[31/98]
(6) The Comptroller shall for each year of assessment for which the
income of an approved venture company is exempt from tax under
regulations made under subsection (1) issue to the approved venture
company a statement (to be included in a notice of any assessment
served on the approved venture company under section 76) showing
the amount of income exempt from tax under regulations made under
subsection (1) and Parts XVII and XVIII (relating to objections and
appeals) and any rules made under this Act shall apply, with the
necessary modifications, as if such statement were a notice of

assessment.
[31/98]

[34/2008 wef Y/4 2009 & Sub Ys/A]

(7) Subject to subsection (8), where any statement issued to an
approved venture company under subsection (6) has become final
and conclusive, the amount of income shown therein shall not form
part of the statutory income of the company for the year of assessment
to which the statement relates and shall be exempt from tax.

(8) The Comptroller may, before any such statement has become
final and conclusive, treat a specified amount of the income of an
approved venture company as exempt from tax pending such
statement becoming final and conclusive.

(9) As soon as any amount of the income of an approved venture
company has been exempt from tax or subject to tax at a
concessionary rate under regulations made under subsection (1),
the amount of the income exempted or the net amount of the income
after deduction of the tax shall be credited to a special account
(referred to in this section as the account) to be kept by the company
for the purpose of this section.

[31/98]

(10) Where the account of an approved venture company is in credit
at the date on which any dividends are paid by the company out of the
amount credited to that account, an amount equal to those dividends
or to that credit, whichever is the less, shall be debited to the account.
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(11) So much of the amount of any dividends debited to the account
under subsection (10) as is received by a shareholder of an approved
venture company shall, if the Comptroller is satisfied with the entries
in the account, be exempt from tax in the hands of the shareholder.

(11A) Any dividends debited to the account shall be treated as
having been distributed to the shareholders of the company or any
particular class of the shareholders in accordance with the proportion
of their shareholdings in the company.

[37/2002]

(12) Section 44 shall not apply to any dividends or part thereof
which are exempt from tax under this section.

(13) Where an amount of dividends exempt from tax under this
section has been received from a company by a shareholder, if that
shareholder is a company, any dividends paid by that company to its
shareholders, to the extent that the Comptroller is satisfied that those
dividends are paid out of that amount, shall be exempt from tax in the
hands of those shareholders; and section 44 shall not apply to any
such dividend or part thereof.

[37/2002]

(14) Notwithstanding subsections (11) and (13), no dividend paid
on any share of a preferential nature shall be exempt from tax under
this section in the hands of the shareholder.

[21/2003]

(15) An approved venture company shall deliver to the Comptroller
a copy of the account made up to any date specified by him whenever
called upon to do so by notice in writing.

(16) Notwithstanding anything in this section, where it appears to
the Comptroller that —

(@) any income of an approved venture company which has
been exempted from tax or subject to tax at a
concessionary rate under regulations made under
subsection (1); or

(b) any dividend which has been exempted from tax in the
hands of any shareholder,
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ought not to have been so exempted or taxed at a concessionary rate
for any year of assessment, the Comptroller may, at any time within 6
years (if that year of assessment is 2007 or a preceding year of
assessment) or 4 years (if that year of assessment is 2008 or a
subsequent year of assessment) after the expiration of that year of
assessment —

(1) make such assessment or additional assessment upon the
company or any such shareholder as may appear to be
necessary in order to make good any loss of tax; or

(1) direct the company to debit its account with such amount
as the circumstances may require.
[11/94; 31/98; 37/2002; 53/2007]
(17) Parts XVII and XVIII (relating to objections and appeals) and
any rules made under this Act shall apply, with the necessary
modifications, as if an assessment or a direction under
subsection (16) were a notice of assessment.

(18) In this section —
“approved” means approved by the Minister or such person as
he may appoint;
“investments” means —

(a) debentures, stocks, shares, bonds, notes or warrants
issued by a government or company;

(b) any right or option in respect of any such debentures,
stocks, shares, bonds, notes or warrants; or

(¢) units in any unit trust within the meaning of
section 10B;

“tax exempt period” means the period during which any income
of an approved venture company is exempt from tax under
regulations made under subsection (1);

“venture company” means any company whose business
consists wholly or mainly in the making of approved
investments and the principal part of whose income is
derived therefrom.

[28/96; 31/98]
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131. [Repealed by Act 29 of 2012 wef 18/12/2012]

Exemption of tax on gains or profits from equity remuneration
incentive scheme (SMEs)

13J.—(1) Where a qualifying employee derives any gains or profits
in any year of assessment, after the expiry of the minimum holding
period, from any stock option granted on or after 1st June 2000, or
any right or benefit under any share acquisition scheme (other than a
stock option scheme) granted on or after 1st January 2002, to acquire
shares in any qualifying company or in its holding company, there
shall, subject to this section, be exempt from tax 50% of an amount of

such gains or profits as determined under subsection (2).
[34/2008 wef 16/02/2008]

[37/2002]

(2) The amount of gains or profits referred to in subsection (1) is —

(a) where the price to be paid for the shares under the right or
benefit is equal to or exceeds the market value or, if it is not
possible to determine such value, the net asset value of the
shares at the time of the grant of the right or benefit, the
amount as determined under section 10(6); or

(b) where the price to be paid for the shares under the right or
benefit is at a discount to the market value or, if it is not
possible to determine such value, the net asset value of the
shares at the time of the grant of the right or benefit, the
amount as determined under section 10(6) less the amount
of the discount.

[24/2000; 24/2001; 37/2002]
(3) The exemption under this section shall not apply to any amount
of gains or profits to which section 10(6) applies —

(a) to the extent that the amount, when aggregated with the
amount of such gains or profits previously derived by him
and which qualifies for exemption under this section,
exceeds $10 million;

(b) which is derived by him on or after 1st January of the 10th
year following the year in which he first derived such gains
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or profits which qualified for exemption under this section;
or

(¢) which is derived by him for the release of his right or
benefit to acquire shares in any qualifying company or in
its holding company by reason of his resignation or
termination of his employment with the qualifying
company due to misconduct.

[24/2000; 24/2001; 37/2002]

(4) The exemption under this section shall apply to gains or profits

derived by an employee from any right or benefit to acquire shares in

a holding company of the company in which he is employed only if
the following conditions are satisfied:

(a) both the company and the holding company are
incorporated in Singapore;

(b) the holding company grants the right or benefit to acquire
its shares to its employees or the employees of companies
within its group of companies; and

(c) at the time of the grant by the holding company of the right
or benefit to acquire its shares —

(1) both the company and the holding company are
carrying on business in Singapore;

(i1) the market value of the gross assets of the company
does not exceed $100 million;

(111) the market value of the gross assets of the holding
company and companies within its group of
companies does not exceed in the aggregate $100
million; and

(iv) the company in which the employee is employed has
not granted any right or benefit to any of its
employees to acquire its shares.

[24/2000; 37/2002]
(5) The Minister may make regulations to provide generally for

giving full effect to or for carrying out the purposes of this section.
[24/2000]
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(6) For the purposes of this section and section 13L, where a
company grants —

(a) any stock option on or after 1st April 2001; or

(b) any right or benefit under any share acquisition scheme
(other than a stock option scheme) on or after 1st January
2002,

to acquire shares under a tranche of the share acquisition scheme and
any gains or profits derived by a qualifying employee from any right
or benefit granted under that tranche qualifies for tax exemption
under this section as well as section 13L, the company shall opt for
the tax exemption under this section or section 13L to apply in respect
of the gains or profits relating to that tranche but not under both
sections.
[37/2002]
(7) Where a company has opted under subsection (6) for tax
exemption under this section to apply to the gains or profits in respect
of a tranche of a share acquisition scheme, tax exemption under
section 13L —

(a) shall, subject to paragraph (), not be available in respect
of any right or benefit to acquire shares granted by the
company under any tranche subsequent to that tranche
under the share acquisition scheme; and

(b) shall be available in respect of any right or benefit to
acquire shares granted subsequent to the option by the
company under any tranche under the share acquisition
scheme only where the conditions for tax exemption under
this section are not satisfied in respect of any such
subsequent tranche granted.

[24/2001; 37/2002]

(8) Where a company has opted under subsection (6) for tax
exemption under section 13L to apply to the gains or profits in respect
of a tranche of a share acquisition scheme, tax exemption under this
section shall not be available in respect of any right or benefit to
acquire shares granted by the company under any tranche subsequent

to that tranche under the share acquisition scheme.
[24/2001; 37/2002]
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(9) Any option by a company under subsection (6) shall be

irrevocable.

[24/2001]

(10) In this section, unless the context otherwise requires —

“holding company” has the same meaning as in section 5 of the
Companies Act (Cap. 50);

“minimum holding period” —

(a)

(b)

in relation to a right or benefit to acquire shares in a
qualifying company or holding company under any
stock option scheme, means the period prescribed by
the Singapore Exchange during which no option may
be exercised under a stock option scheme
implemented by any company listed on that
Exchange, which would have been applicable to the
stock option granted by the qualifying company or
holding company, as the case may be, if it were a
company listed on that Exchange;

in relation to a right or benefit to acquire shares in a
qualifying company or holding company under any
share acquisition scheme (other than a stock option
scheme), means —

(1) a period of at least one year after the grant of
the right or benefit, during which the shares so
acquired may not be sold, if the price to be paid
for the shares under the right or benefit is at a
discount to the market value or, if it is not
possible to determine such value, the net asset
value of the shares at the time of the grant of the
right or benefit; or

(i1) a period of at least 6 months after the grant of
the right or benefit, during which the shares so
acquired may not be sold, if the price to be paid
for the shares under the right or benefit is equal
to or exceeds the market value or, if it is not
possible to determine such value, the net asset
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value of the shares at the time of the grant of the
right or benefit;

“qualifying company” means a company incorporated in
Singapore which at the time of the grant to its employees
of any right or benefit to acquire its shares —

(a) carries on business in Singapore; and

(b) has gross assets the market value of which does not
exceed $100 million;

“qualifying employee” means an employee (other than any non-
executive director) of a company who, at the time of the grant
to him of any right or benefit to acquire the shares of the
company or the shares of its holding company, as the case
may be —

(a) 1s committed to work —

(1) where the time of the grant is before 1st January
2010 —

(A) at least 30 hours per week for the
company; or

(B) where he is committed to work less than
that number of hours, at least 75% of his
total working time per week for the
company; and

(i1)) where the time of the grant is on or after
Ist January 2010 —

(A) at least the number of hours per week
referred to in section 66A(1) of the
Employment Act (Cap. 91) for the
company; or

(B) where he is committed to work less than
that number of hours, at least 75% of his
total working time per week for the

company; and
[27/2009 wef 01/01/2010]

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 162

(b) does not beneficially own, directly or indirectly,
voting shares that confer the right to exercise or
control the exercise of not less than 25% of the voting
power in the company which grants the right or
benefit to acquire its shares;

“share acquisition scheme” means a scheme which imposes a
minimum holding period requirement and allows an
employee of a company to own or purchase shares in a
qualifying company or that of its holding company, including
stock options, share awards and other similar forms of
employee share purchase plans but excluding phantom shares
rights, share appreciation rights and any other similar rights;

“shares” includes stocks but does not include redeemable or
convertible shares or shares of a preferential nature;

“total working time”, in relation to a qualifying employee,
means the total period of time spent by him as an employee
for all his employers plus, if applicable, the total period of
time, which shall be deemed to be 10 hours per week, spent
by him on remunerative work as a self-employed person.

[24/2000; 37/2002]
13K. [Repealed by Act 29 of 2012 wef 18/12/2012]

Exemption of tax on gains or profits from equity remuneration
incentive scheme

13L.—(1) Where a qualifying employee derives any gains or
profits in any year of assessment, after the expiry of the minimum
holding period, from any stock option granted on or after 1st April
2001, or any right or benefit under any share acquisition scheme
(other than a stock option scheme) granted on or after 1st January
2002, to acquire shares in any qualifying company or in its holding
company under a share acquisition scheme which satisfies the
relevant percentage requirement, there shall, subject to this section
and section 13J(6) to (9), be exempt from tax —

(a) the first $2,000 of such gains or profits in that year of
assessment as determined under subsection (2); and

Informal Consolidation — version in force from 28/6/2013



163 Car. 134 Income Tax 2008 Ed.

(b)

25% of any amount of such gains or profits in that year of
assessment exceeding $2,000 as determined under

subsection (2).
[37/2002]

[34/2008 wef 16/02/2008]

(2) The amount of gains or profits referred to in subsection (1) is —

(a)

(b)

where the price to be paid for the shares under the right or
benefit is equal to or exceeds the market value or, if it is not
possible to determine such value, the net asset value of the
shares at the time of the grant of the right or benefit, the
amount as determined under section 10(6); or

where the price to be paid for the shares under the right or
benefit is at a discount to the market value or, if it is not
possible to determine such value, the net asset value of the
shares at the time of the grant of the right or benefit, the
amount as determined under section 10(6) less the amount

of the discount.
[24/2001; 37/2002]

(3) The exemption under this section shall not apply to any amount
of gains or profits to which section 10(6) applies —

(a)

(b)

to the extent that the amount, when aggregated with the
amount of such gains or profits previously derived by him
and which qualifies for exemption under this section,
exceeds $1 million;

which is derived by him on or after 1st January of the 10th
year following the year in which he first derived such gains
or profits which qualified for exemption under this section;
or

which is derived by him for the release of his right or
benefit to acquire shares in any qualifying company or in
its holding company by reason of his resignation or
termination of his employment with the qualifying

company due to misconduct.
[24/2001; 37/2002]
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(4) The Minister may make regulations to provide generally for
giving full effect to or for carrying out the purposes of this section.
[24/2001]

(5) In this section, unless the context otherwise requires —

“holding company” has the same meaning as in section 5 of the
Companies Act (Cap. 50);

“minimum holding period” has the same meaning as in
section 13J;

“part-time employee” means an employee of a company who is
committed to work —

(a) where the time of grant is before 1st January 2010,
for not more than 30 hours per week (including any
time he would be required to work but for injury, any
official leave or such other similar events) for the
company; or

(b) where the time of grant is on or after 1st January
2010, for not more than the number of hours per week
referred to in section 66A(1) of the Employment Act
(Cap. 91) (including any time he would be required to
work but for injury, any official leave or such other
similar events) for the company;

“qualifying company” means a company incorporated or
registered under the Companies Act which, at the time of
the grant to its employees of any right or benefit to acquire its
shares or that of its holding company, carries on business in
Singapore;

“qualifying employee” means an employee of a qualifying
company who, at the time of the grant to him of any right or
benefit to acquire the shares of the company or the shares of
its holding company, as the case may be, does not
beneficially own, directly or indirectly, voting shares that
confer the right to exercise or control the exercise of not less
than 25% of the voting power in the qualifying company
which grants the right or benefit to acquire its shares;
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“relevant percentage requirement” —

()

()

in relation to any right or benefit under a share
acquisition scheme to acquire the shares of a
qualifying company or its holding company granted
before 16th February 2008, means in the aggregate at
least 50% of the employees of the qualifying
company are offered during any calendar year any
rights or benefits to acquire shares in the qualifying
company or in its holding company under that
scheme, as ascertained in accordance with the
specified formula; or

in relation to any right or benefit under a share
acquisition scheme to acquire the shares of a
qualifying company or its holding company granted
on or after 16th February 2008, means in the
aggregate at least 25% of the employees of the
qualifying company are offered during any calendar
year any rights or benefits to acquire shares in the
qualifying company or in its holding company under
that scheme, as ascertained in accordance with the

specified formula;
[34/2008 wef 16/02/2008]

“share acquisition scheme” has the same meaning as in
section 13J;

“shares” includes stocks but does not include redeemable or
convertible shares or shares of a preferential nature;

[34/2008 wef 16/02/2008]
[24/2001; 37/2002]

“specified formula” means the following formula:

A
B-C-D-E

x 100%,

where A is the aggregate number of employees of the qualifying
company who are offered during a calendar year any
right or benefit to acquire shares in the qualifying
company or in its holding company under any share
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acquisition scheme in respect of which the qualifying
company has opted under section 13J(6) for tax
exemption under this section instead of section 13J to
apply, and who are employees of that qualifying
company at the time of such offer;

1s the number of employees of the qualifying company
on the last day of that calendar year;

is the number of part-time employees (other than non-
executive directors) on the last day of that calendar year
where any right or benefit to acquire shares in that
qualifying company or in its holding company is not
offered to any such employee for the whole of that
calendar year, or nil where any right or benefit to acquire
shares in that qualifying company or in its holding
company is offered to any such employee during that
calendar year;

is the number of full-time employees with less than one
year’s service (other than non-executive directors) on
the last day of that calendar year where any right or
benefit to acquire shares in that qualifying company or in
its holding company is not offered to any such employee
for the whole of that calendar year, or nil where any right
or benefit to acquire shares in that qualifying company
or in its holding company is offered to any such
employee during that calendar year; and

is the number of employees engaged on contracts not
exceeding 2 years (other than non-executive directors)
on the last day of that calendar year where any right or
benefit to acquire shares in that qualifying company or in
its holding company is not offered to any such employee
for the whole of that calendar year, or nil where any right
or benefit to acquire shares in that qualifying company
or in its holding company is offered to any such
employee during that calendar year.

[34/2008 wef 16/02/2008]
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Exemption of tax on gains or profits from equity remuneration
incentive scheme (start-ups)

13M.—(1) Where a qualifying employee derives any gains or
profits in any year of assessment, after the expiry of the minimum
holding period, from any right or benefit under any share acquisition
scheme granted during the period from 16th February 2008 to
15th February 2013 (both dates inclusive) to acquire shares in any
qualifying company, there shall, subject to this section, be exempt

from tax

75% of an amount of such gains or profits in that year of

assessment as determined under subsection (2).

[34/2008 wef 16/02/2008]

(2) The amount of gains or profits referred to in subsection (1) is —

(@)

(b)

where the price to be paid for the shares under the right or
benefit is equal to or exceeds the market value or (if it is not
possible to determine such value) the net asset value of the
shares at the time of the grant of the right or benefit, the
amount as determined under section 10(6); or

where the price to be paid for the shares under the right or
benefit is at a discount to the market value or (if it is not
possible to determine such value) the net asset value of the
shares at the time of the grant of the right or benefit, the
amount as determined under section 10(6) less the amount

of the discount.
[34/2008 wef 16/02/2008]

(3) The exemption under this section shall not apply to any amount
of gains or profits to which section 10(6) applies —

(a)

(b)

to the extent that the amount, when aggregated with the
amount of such gains or profits previously derived by him
and which qualifies for exemption under this section,
exceeds $10 million;

which is derived by him on or after 16th February of the
10th year following the year in which he first derived such
gains or profits which qualified for exemption under this
section; or
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which is derived by him for the release of his right or
benefit to acquire shares in any qualifying company by
reason of his resignation or the termination of his
employment with the qualifying company due to his
misconduct.

[34/2008 wef 16/02/2008]

the purposes of this section and section 13J, where —

a company grants any right or benefit under any share
acquisition scheme during the period from 16th February
2008 to 15th February 2013 (both dates inclusive) to
acquire shares under a tranche of the share acquisition
scheme; and

any gains or profits derived by a qualifying employee from
any right or benefit granted under that tranche qualifies for
tax exemption under this section as well as section 137,

the company shall opt for the tax exemption under this section or
section 13J to apply in respect of the gains or profits relating to that
tranche but not under both sections.

[34/2008 wef 16/02/2008]

(5) Where a company has opted under subsection (4) for tax
exemption under this section to apply to the gains or profits in respect
of a tranche of a share acquisition scheme, tax exemption under
section 13J or 13L —

(a)

(b)

shall, subject to paragraph (b), not be available in respect
of any right or benefit to acquire shares granted by the
company under any tranche subsequent to that tranche
under the share acquisition scheme; and

shall be available in respect of any right or benefit to
acquire shares granted subsequent to the option by the
company under any tranche under the share acquisition
scheme only where the conditions for tax exemption under
this section are not satisfied in respect of any such

subsequent tranche granted.
[34/2008 wef 16/02/2008]
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(6) The Minister may make regulations to provide generally for
giving full effect to or for carrying out the purposes of this section.

[34/2008 wef 16/02/2008]

(7) In this section —

“minimum holding period” —

(@)

(b)

in relation to a right or benefit to acquire shares in a
qualifying company under any stock option scheme,
means the period prescribed by the Singapore
Exchange during which no option may be exercised
under a stock option scheme implemented by any
company listed on that Exchange, which would have
been applicable to the stock option granted by the
qualifying company if it were a company listed on
that Exchange;

in relation to a right or benefit to acquire shares in a
qualifying company under any share acquisition
scheme (other than a stock option scheme), means —

(1) a period of at least one year after the grant of
the right or benefit, during which the shares so
acquired may not be sold, if the price to be paid
for the shares under the right or benefit is at a
discount to the market value or, if it is not
possible to determine such value, the net asset
value of the shares at the time of the grant of the
right or benefit; or

(i1) a period of at least 6 months after the grant of
the right or benefit, during which the shares so
acquired may not be sold, if the price to be paid
for the shares under the right or benefit is equal
to or exceeds the market value or, if it is not
possible to determine such value, the net asset
value of the shares at the time of the grant of the
right or benefit;

“qualifying company” means a company incorporated in
Singapore which, at the time of the grant to its employees
of any right or benefit to acquire its shares —
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(a) carries on business in Singapore;
(b) has been incorporated for 3 years or less;

(c) has its total share capital beneficially held directly by
no more than 20 shareholders —

(1) all of whom are individuals; or

(i1) at least one of whom is an individual holding at
least 10% of the total number of issued
ordinary shares of the qualifying company; and

(d) has gross assets the market value of which does not
exceed $100 million;

“qualifying employee” means an employee (other than any non-
executive director) of a company, who at the time of the grant
to him of any right or benefit to acquire the shares of the
company —

(a) is committed to work —

(1) where the time of the grant is before 1st January
2010 —

(A) at least 30 hours per week for the
company; or

(B) where he is committed to work less than
that number of hours, at least 75% of his
total working time per week for the
company; and

(1) where the time of the grant is on or after
Ist January 2010 —

(A) at least the number of hours per week
referred to in section 66A(1) of the
Employment Act (Cap. 91) for the
company; or

(B) where he is committed to work less than
that number of hours, at least 75% of his
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total working time per week for the
company; and

[27/2009 wef 01/01/2010]
(b) does not beneficially own, directly or indirectly,
voting shares that confer the right to exercise or
control the exercise of not less than 25% of the voting
power in the company which grants the right or

benefit to acquire its shares;

“share acquisition scheme” means a scheme which imposes a
minimum holding period requirement and allows an
employee of a company to own or purchase shares in a
qualifying company, including stock options, share awards
and other similar forms of employee share purchase plans but
excluding phantom shares rights, share appreciation rights
and any other similar rights;

“shares” includes stocks but does not include redeemable or
convertible shares or shares of a preferential nature;

“total working time”, in relation to a qualifying employee,
means the total period of time spent by him as an employee
for all his employers plus, if applicable, the total period of
time, which shall be deemed to be 10 hours per week, spent
by him on remunerative work as a self-employed person.

[34/2008 wef 16/02/2008]

Exemption of tax on income derived by non-ordinarily resident
individual

13N.—(1) Where an NOR individual is resident in Singapore in
any year of assessment within the period he is an NOR individual, he
may, within such time in that year of assessment and in such manner

as may be specified by the Comptroller, elect for all or any of his
following income to be exempt from tax for that year of assessment:

(a) any relevant employment income for the year preceding
that year of assessment, if he —

(1) 1s not physically present in Singapore for at least 90
days in the year preceding that year of assessment by
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reason of the exercise of any employment in
Singapore; and

(i1) derives gains or profits of at least $160,000 from the
exercise of any employment in Singapore for the
year preceding that year of assessment;

[34/2008 wef Y/A 2009 & Sub Ys/A]
(b) notwithstanding section 10C(11), any contribution up to
the relevant amount made by his employer to any non-
obligatory pension or provident fund constituted outside
Singapore in the year preceding that year of assessment,

if —

(1) he is neither a citizen nor a permanent resident of
Singapore at the time such contribution is made;

(i1) he derives gains or profits of at least $160,000 from
the exercise of any employment in Singapore for the
year preceding that year of assessment; and

(ii1) a deduction with respect to such contribution has not

been allowed to his employer under section 14(1)(e).
[34/2008, wef Y/A 2009 & Sub Ys/A]

[37/2002]

(2) Where the notional tax payable on the apportioned employment
income by an NOR individual who has elected for tax exemption
under subsection (1) is less than 10% of the gains or profits from the
exercise of any employment in Singapore by him —

(a) the apportioned employment income shall be readjusted
such that the notional tax payable on the readjusted
apportioned employment income shall be 10% of the
gains or profits from the exercise of any employment in
Singapore by him; and

(b) the relevant employment income shall be reduced by the
difference  between the readjusted apportioned
employment income and the apportioned employment

income.
[37/2002]

Informal Consolidation — version in force from 28/6/2013



173 Car. 134 Income Tax 2008 Ed.

(3) Any individual who satisfies any of the following criteria may
apply to the Comptroller in such manner as he may determine to be
approved as an NOR individual for the specified period:

(@)

(b)

(c)

(d)

if he is not resident in Singapore for any year of assessment
before 1st January 2003, but is resident in Singapore for
every succeeding year of assessment up to and including
year of assessment 2003, for a period of 5 consecutive
years from the first year of assessment in which he is
resident in Singapore;

if he is resident in Singapore in year of assessment 2004,
but is not resident in Singapore in year of assessment 2003,
for a period of 5 consecutive years from year of assessment
2004;

if he is resident in Singapore in year of assessment 2005,
but is not resident in Singapore in years of assessment 2003
and 2004, for a period of 5 consecutive years from year of
assessment 2005; or

if he is resident in Singapore in any year of assessment on
or after 1st January 2006, but is not resident in Singapore
for all the 3 years of assessment immediately preceding
that year of assessment, for a period of 5 consecutive years
commencing from that year of assessment in which he is

resident in Singapore.
[37/2002]

(4) The Comptroller may, subject to such terms and conditions as he
may impose, approve the application of an individual to be an NOR
individual.

[37/2002]

(5) Where an individual has been approved as an NOR individual,
no approval shall be given under subsection (4) before the expiry of
the period he is an NOR individual.

[37/2002]

(5A) Where —

(@)

an individual has been approved as an NOR individual
before the year of assessment 2009;
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(b) the period of his approval has not expired at the beginning
of that year of assessment; and

(c) he has had income exempted from tax under this section in
force immediately before the date of commencement of
section 14 of the Income Tax (Amendment) Act 2008 for
any year of assessment between the year of assessment
2005 and the year of assessment 2008 (both years
inclusive),

then the individual may, at any time at or before filing with the
Comptroller a return of his income for the year of assessment 2009,
elect to continue to be subject to subsections (1) and (7) in force
immediately before the date of commencement of section 14 of the
Income Tax (Amendment) Act 2008; and in that event subsections (1)
and (7) in force immediately before that date shall continue to apply
to him for so long as he remains an NOR individual.
[34/2008 wef Y/A 2009 & Sub Ys/A]
(6) Any election under subsections (1) and (5A) and any approval

under subsection (4) shall be irrevocable.
[34/2008 wef Y/A 2009 & Sub Ys/A]

[37/2002]
(7) In this section —

“apportioned employment income”, in relation to an NOR
individual, means total gains or profits from the exercise of
any employment in Singapore by the NOR individual after
deducting relevant employment income;

“NOR individual” means any individual who is for the time
being approved as an NOR individual under subsection (4);

“notional tax payable”, in relation to gains or profits from the
exercise of any employment in Singapore by an individual,
apportioned employment income or readjusted apportioned
employment income, as the case may be, means the amount
of tax computed in accordance with the rates specified in
Part A of the Second Schedule in respect of gains or profits
from the exercise of any employment in Singapore by the
individual, apportioned employment income or readjusted
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apportioned employment income, as the case may be, before
any deduction under sections 37 and 39;

“obligatory” means required under any foreign written law;

“relevant amount”, in relation to an NOR individual, means —

(a) nil if A > B; or
(b)) B— A if A <B,

where A is the total amount of contributions made by the

employer in respect of the NOR individual to any
obligatory pension or provident fund constituted outside
Singapore and for which the amount is not deemed as
income accruing to the NOR individual under
section 10C(11); and

1s the amount of contribution which would have been
required to be made by the employer under section 7 of
the Central Provident Fund Act (Cap. 36) if the NOR
individual were an employee and a citizen of Singapore;

“relevant employment income”, in relation to an NOR
individual, means —

C
— X E,
D

where C is the number of days in the year preceding that year of

assessment for which the NOR individual is not
physically present in Singapore by reason of the
exercise of any employment in Singapore;

D is the number of days in the year preceding that year of

assessment for which the NOR individual exercises
any employment in Singapore; and

E is the gains or profits from the exercise of any

employment in Singapore by the NOR individual
referred to in section 10(2)(a), (6) and (7), but
excluding —

(a) director’s fee; and
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(b) where any amount of tax of the NOR individual
payable in Singapore is borne, directly or
indirectly, by his employer, the amount of tax
that is so borne.

(c) [Deleted by Act 34/2008, wef Y/A 2009 & Sub
Ys/A]

[37/2002; 49/2004]
[34/2008 wef Y/A 2009 & Sub Ys/A]

Exemption of income of foreign account of philanthropic
purpose trust

130.—(1) There shall be exempt from tax such income derived
from —

(a) any funds or assets in any foreign account of a
philanthropic purpose trust constituted on or after
18th February 2005 and administered by a trustee
company in Singapore; and

(b) any funds or assets of an eligible holding company
established for the purposes of that philanthropic purpose
trust which are held for the foreign account of that trust,

as the Minister may by regulations prescribe.
[34/2005]
(2) Regulations made under subsection (1) may provide for the
deduction of expenses, allowances and losses relating to a foreign
account of a philanthropic purpose trust or an eligible holding

company established for the purposes of a philanthropic purpose

trust, otherwise than in accordance with this Act.
[7/2007]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]
(3) In this section —

“eligible holding company” means a company —
(a) which is incorporated outside Singapore;

(b) which is set up to hold assets of a philanthropic
purpose trust administered by a trustee company;
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(c) whose operations consist solely of trading or making
investments for the purpose of the philanthropic
purpose trust;

(d) which does not claim any relief under any
arrangement made under section 49 or any tax
credit under section 50A; and

(e) all the shares of which are held by the trustees of the
philanthropic purpose trust or by their nominee;

“foreign account”, in relation to a philanthropic purpose trust,
means an account into which funds or assets are injected
solely by settlors who or which are —

(a) individuals that are neither citizens of Singapore nor
resident in Singapore, unless the Minister otherwise
by regulations prescribes;

(b) companies each of which —

(1) is neither incorporated nor resident in
Singapore;

(11) does not have a permanent establishment in
Singapore other than a trustee company
referred to in subsection (1)(a);

(i11) does not carry on a business in Singapore;

(iv) does not beneficially own more than 20% of the
total number of the issued shares of any
company incorporated in Singapore;

(v) does not have 20% or more of the total number
of its issued shares beneficially owned, directly
or indirectly, by a company which —

(A) has a permanent establishment in
Singapore other than a trustee company
referred to in subsection (1)(a);

(B) carries on a business in Singapore; or
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(C) beneficially owns more than 20% of the
total number of the issued shares of any
company incorporated in Singapore; and

(vi) has —

(A) if it has no more than 50 shareholders, all
of its issued shares beneficially owned,
directly or indirectly, by persons who are
neither citizens of Singapore nor resident
in Singapore; or

(B) if it has more than 50 shareholders, not
less than 95% of the total number of its
issued shares beneficially owned, directly
or indirectly, by persons who are neither
citizens of Singapore nor resident in
Singapore;

(c) foreign trusts;

(d) other philanthropic purpose trusts that inject funds or
assets from their foreign accounts; or

(e) any other persons that are neither —
(1) resident in Singapore; nor

(i1) constituted or registered under any written law
in Singapore;

“foreign trust” has the same meaning as in section 13G;

“philanthropic purpose trust” means a trust established in
writing under any law for a purpose which is for the public
benefit and which falls within any of the following
descriptions of purposes:

(a) the prevention or relief of poverty;
(b) the advancement of education;
(c) the advancement of religion;

(d) the advancement of health;
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(e) the advancement of citizenship or community
development;

(f) the advancement of the arts, heritage or science;

(g) the advancement of environmental protection or
improvement;

(n) the relief of those in need by reason of youth, age, ill-
health, disability, financial hardship or other
disadvantage;

(i) the advancement of animal welfare;

(/) the advancement of any sport which involves
physical skill and exertion;

(k) any other purpose beneficial to the community;

“trustee company” has the same meaning as in section 43J(2).
[34/2005; 7/2007]

(4) The Minister or such person as he may appoint may in any
particular case waive any requirement referred to in paragraph (b)(ii)

to (v) of the definition of “foreign account” in subsection (3).
[7/2007]

Exemption of income derived from asset securitisation
transaction

13P.—(1) There shall be exempt from tax, subject to such
conditions as may be prescribed by regulations, income derived by
an approved securitisation company resident in Singapore from asset
securitisation transaction entered into during the period from

27th February 2004 to 31st December 2013 (both dates inclusive).
[34/2008 wef 16/12/2008]

[34/2005]

(2) Regulations made under subsection (1) may provide for the
deduction of expenses, allowances and losses of an approved

securitisation company otherwise than in accordance with this Act.
[34/2005]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(3) Notwithstanding anything in this section, where it appears to the
Comptroller that any income of an approved securitisation company
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which has been exempted from tax under subsection (1) ought not to
have been so exempted for any year of assessment, the Comptroller
may, at any time within 6 years (if that year of assessment is 2007 or a
preceding year of assessment) or 4 years (if that year of assessment 1s
2008 or a subsequent year of assessment) after that expiration of that
year of assessment, make such assessment or additional assessment
on the company as may appear to be necessary in order to make good
any loss of tax.

[34/2005; 53/2007]

(4) In this section —

“approved securitisation company”’ means a company
incorporated in Singapore principally to conduct asset
securitisation transaction and is approved by the Minister
or such person as he may appoint;

“asset securitisation transaction” means the acquisition of assets
(other than immovable property in Singapore) or risks by an
approved securitisation company where the acquisition of
such assets or risks is funded through the issuance of asset-
backed securities by the company.

[34/2005]

Exemption of relevant income of prescribed locally
administered trust

13Q.—(1) There shall be exempt from tax all relevant income of —

(a) such locally administered trust as the Minister may by
regulations prescribe; and

(b) a holding company established for the purposes of such

trust, as the Minister may by regulations prescribe.
[7/2007]
(2) Where any relevant income of a prescribed locally administered
trust is exempt from tax under subsection (1) in any year of
assessment, the share of such income to which any beneficiary of the
locally administered trust is entitled to receive for that year of

assessment shall also be exempt from tax.
[7/2007]
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(3) In this section —

“locally administered trust” means a trust administered by a
trustee company in Singapore —

(a) every settlor of which is an individual;

(b) every beneficiary of which is an individual or a
charitable institution, trust or body of persons
established for charitable purposes only; and

(c) at least one of the beneficiaries of which is not a
settlor of the trust;

“relevant income” means —

(a) any income of the kinds referred to in
section 13(1)(zd), (ze), (zf), (zh), (zi), (z)), (zk) or
(z/) accrued in or derived from Singapore on or after
17th February 2006; or

(b) any income of the kinds referred to in section 13(7A)
received in Singapore on or after 17th February 2006
excluding, in respect of a prescribed locally
administered trust, any dividend received by the
trust from a prescribed holding company not resident
in Singapore, if the dividend is paid out of income
that is not the relevant income of the holding
company;

“trustee company” has the same meaning as in section 43J(2).
[7/2007; 53/2007]

Exemption of income of company incorporated and resident in
Singapore arising from funds managed by fund manager in
Singapore

13R.—(1) Subject to such conditions as may be prescribed by
regulations or specified in the letter of approval of the company, there
shall be exempt from tax such income as the Minister may by
regulations prescribe of a company incorporated and resident in
Singapore and approved by the Minister or such person as he may
appoint (referred to in this section as an approved company) arising
from funds managed —
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(a) in Singapore by a fund manager; or

(b) by a person approved by the Minister or the person
appointed by the Minister.
[22/2011 wef 01/09/2007]
(1A) The approval of a person under subsection (1) shall be subject
to such conditions as the Minister may impose.
[22/2011 wef 01/09/2007]
(2) No approval shall be granted under subsection (1) after

31st March 2014.
[27/2009 wef 29/12/2009]

[53/2007]
(3) Where —

(a) income of any approved company has been exempt from
tax under subsection (1) in any year of assessment; and

(b) a person (referred to in this section as the relevant owner),
either alone or together with his associates, beneficially
owns on the relevant day issued securities of the approved
company the value of which is more than the prescribed
percentage of the total value of all issued securities of the
approved company on the relevant day,

then the relevant owner shall be liable to pay to the Comptroller, in
such manner and within such reasonable time as may be determined
by the Comptroller, a penalty to be computed in accordance with the
following formula:

A xBxC,

where A is the percentage which the value of the issued
securities of the approved company beneficially
owned on the relevant day by the relevant owner
bears to the total value of all issued securities of the
approved company on the relevant day;

B is the amount of income of the approved company as
reflected in the audited account of the approved
company for the basis period relating to that year of
assessment; and
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C is the tax rate specified in section 43(1)(a) applicable
to that year of assessment.

[53/2007]
(4) Subsection (3) shall not apply to a relevant owner if —

(a) the Comptroller permits the relevant owner to take steps to
reduce the ownership of the issued securities by him or his
associates within such period as the Comptroller may
specify, being a period of no more than 3 months from the
relevant day; and

[34/2008 wef 01/09/2007]

(b) by the end of the specified period, the value of the issued
securities beneficially owned by the relevant owner
together with his associates is no more than the
prescribed percentage of the total value of all issued
securities of the approved company on the relevant day.

[53/2007]
(5) Notwithstanding subsection (3), where —

(a) income of any approved company has been exempt from
tax under subsection (1) in any year of assessment;

(b) a person, either alone or together with his associates,
beneficially owns on the relevant day any issued securities
of the approved company; and

(c) the person mentioned in paragraph (b) is a non-bona fide
entity,

then the person mentioned in paragraph () shall not be liable to pay
the penalty referred to in subsection (3); but a person (referred to in
this section as the liable person) who —

(1) beneficially owns on the relevant day equity interests of the
person mentioned in paragraph (b); and

(i1) 1s not himself a non-bona fide entity,

shall be liable to pay to the Comptroller, in such manner and within
such reasonable time as may be determined by the Comptroller, a
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penalty to be computed in accordance with the formula specified in
subsection (5A), if, and only if, the total of —

(A) the value of the equity interests of the approved company
beneficially owned by the liable person on the relevant
day; and

(B) the value of the equity interests of the approved company
beneficially owned by the associates of the liable person on
the relevant day,

exceeds the prescribed percentage of the total value of all the equity
interests of the approved company on that day.
[27/2009 wef 29/12/2009]
(5A) The formula for the penalty referred to in subsection (5) shall
be as follows:

A xXBxC,

where A 1s the percentage which the value of the equity
interests of the approved company beneficially
owned on the relevant day by the liable person
bears to the total value of all equity interests of the
approved company on the relevant day;

B is the amount of income of the approved company as
reflected in the audited account of the approved
company for the basis period relating to that year of
assessment; and

C is the tax rate applicable to that year of assessment as
specified in section 43(1)(a).

[27/2009 wef 29/12/2009]

(5B) Subsection (4) shall apply, with the necessary modifications,
to the liable person as it applies to a relevant owner as if the reference
to subsection (3) is a reference to subsection ().

[27/2009 wef 29/12/2009]

(6) For the purposes of subsections (5)(i), (A) and (B) and (5A),
if —
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(a) a person beneficially owns (including by virtue of one or
more applications of this subsection) equity interests of a
person (referred to in this subsection as a first level entity);
and

(b) the first level entity beneficially owns equity interests of
another person (referred to in this subsection as a second
level entity),

then the first-mentioned person is taken to beneficially own equity
interests of the second level entity; and the percentage which the
value of those equity interests bears to the total value of all equity
interests of the second level entity shall be computed in accordance
with the following formula:

A X B,
[27/2009 wef 29/12/2009]

where A is the percentage which the value of equity interests of
the first level entity beneficially owned by the first-
mentioned person bears to the total value of all equity
interests of the first level entity; and

B is the percentage which the value of equity interests of
the second level entity beneficially owned by the first
level entity bears to the total value of all equity interests
of the second level entity.

[53/2007]
[27/2009 wef 29/12/2009]
(7) Regulations made under this section may —

(a) provide for the determination of the amount of income of
any approved company to be exempt from tax;

(b) provide for the circumstances under which a person would
be considered to be an associate for the purposes of this
section;

(c) exempt any person or class of persons from subsection (3)
or (5); and
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(d) make provision generally for giving full effect to or for

carrying out the purposes of this section.
[53/2007]

(8) In this section —
“equity interest” means —

(a) 1n relation to a company, any issued security of that
company; or

(b) 1n relation to a person other than a company, such
right or interest as may be prescribed;

“issued securities”, in relation to a company, means —

(a) issued debentures of, or issued stocks or shares in, the
company;

(b) any right, option or derivative in respect of any such
debentures, stocks or shares; or

(c) such other securities of the company as may be
prescribed;

[34/2008 wef 01/09/2007]

“non-bona fide entity” means a person not resident in Singapore

(excluding a permanent establishment in Singapore) who —

(a) 1s set up solely for the purpose of avoiding or
reducing payment of tax or penalty under this Act; or

(b) does not carry out any substantial business activity
for a genuine commercial reason;

“relevant day” means the last day of the basis period of the
approved company relating to the year of assessment referred

to in subsection (3) or (5);
[27/2009 wef 29/12/2009]

“value” —

(a) 1n relation to issued securities of a company other
than those prescribed under paragraph (c) of the
definition of “issued securities”, means the value of
those securities at the time of their issue by the
company; or
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(b) in relation to issued securities of a company
prescribed under paragraph (c¢) of the definition of
“issued securities”, means the value of those
securities at the prescribed time.
[34/2008 wef 01/09/2007]
(9) The Minister may by regulations make such transitional and
savings provisions as he may consider necessary or expedient in
relation to the repeal of section 13R in force immediately before

Ist September 2007.
[53/2007]

Exemption of income of shipping investment enterprise

13S.—(1) Subject to subsections (1B) and (4), there shall be
exempt from tax the income derived by an approved shipping
investment enterprise —

(a) from the chartering or finance leasing of any sea-going
ship, acquired by the approved shipping investment
enterprise before or during the period of its approval
referred to in subsection (3), to —

(i) a person who is neither resident in Singapore nor a
permanent establishment in Singapore; or

(i1) an approved international shipping enterprise,
for use outside the limits of the port of Singapore;

(b) from the chartering or finance leasing of any sea-going
Singapore ship, acquired by the approved shipping
investment enterprise before or during the period of its
approval referred to in subsection (3), to a shipping
enterprise within the meaning of section 13A for use
outside the limits of the port of Singapore;

[Act 29 of 2012 wef 01/06/2011]

(c) for the year of assessment 2009 and subsequent years of
assessment, from foreign exchange and risk management
activities which are carried out in connection with and
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incidental to the activities referred to in paragraphs (a) and
(b); and

[34/2008 wef 01/04/2008]

[Act 29 of 2012 wef 01/06/2011]

(d) on or after 1st June 2011 from —
(1) the sale of a sea-going ship;

(i1) the assignment to another of all its rights as the buyer
under a contract for the construction of a sea-going
ship; or

(i11) the sale of all of the issued ordinary shares in a
special purpose company of the approved shipping
investment enterprise where, at the time of the sale of
the shares, the special purpose company owns any
sea-going ship or is the buyer under a contract for the
construction of any sea-going ship.

[Act 29 of 2012 wef 01/06/2011]

(1A) Subsection (1), in relation to income referred to in
paragraph (a), (b) or (c) of that subsection, shall continue to apply
to a shipping investment enterprise the approval of which has expired
or been withdrawn, but which continues to derive such income in
relation to a sea-going ship acquired before or during the period of the
approval, provided that the enterprise has by the date of the expiry or
before the withdrawal, fulfilled all the conditions referred to in
subsection (3); and any reference in this section to an approved

shipping investment enterprise shall be construed accordingly.
[34/2008 wef 01/04/2008]

[Act 29 of 2012 wef 01/06/2011]
(1AA) Subsection (1)(d) does not apply to —

(a) any income of an approved shipping investment enterprise
as a lessor of a sea-going ship under a finance lease that is
treated as a sale under section 10D; or

(b) any income of an approved shipping investment enterprise
from carrying on a business of trading in sea-going ships or

of constructing sea-going ships for sale.
[Act 29 of 2012 wef 01/06/2011]
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(1B) Subsections (1) and (1A) shall apply to income derived by an
approved shipping investment enterprise in relation to a sea-going
ship acquired before the period of its approval, if and only if the
enterprise is approved on or after 1st April 2008.

[34/2008 wef 01/04/2008]

(2) The Minister or such person as he may appoint may, at any time
between 1st March 2006 and 31st May 2016, approve a shipping

investment enterprise for the purposes of subsection (1).
[22/2011 wef 20/12/2011]

[29/2010 wef 22/11/2010]
[7/2007]

(3) The approval under subsection (2) shall be subject to such
conditions as the Minister may specify, and shall —

(a) where the approval is granted during the period between
Ist March 2006 and 28th February 2011, be for such period
not exceeding 10 years, as the Minister may specify; and

(b) where the approval is granted during the period between
Ist March 2011 and 31st May 2016, be for such period not
exceeding 5 years, as the Minister may specify,

except that the Minister may extend the period so specified for such

further periods as he thinks fit.
[29/2010 wef 01/03/2011]

[22/2011 wef 20/12/2011]

(4) The Minister or such person as he may appoint may, in respect
of any sea-going ship or class of sea-going ships, specify the period
during which the income of the sea-going ship or class of sea-going
ships may be exempted from tax under subsection (1) not
exceeding —

(a) in the case of any ship used for the carriage of goods or
passengers, towage or salvage, a period of 30 years; or

(b) in the case of any dredger, seismic ship or any ship used for
offshore oil or gas activity, a period of 40 years.

[7/2007]

(5) In determining the amount of the income of an approved

shipping investment enterprise which is exempted under

subsection (1), the allowances provided for in sections 16, 17, 18,
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18B, 18C, 19, 19A, 20, 21, 22 and 23, other than allowances made to
a lessee of a sea-going ship under regulations made under

section 10D —

(a) shall be taken into account notwithstanding that no claim
for those allowances has been made; and

(b) shall only be deducted against the income referred to in
subsection (1), and the balance of those allowances shall
not be available as a deduction against any other income,
except that any balance remaining unabsorbed at the end of
the tax exempt period of the enterprise shall be available as
a deduction against any other income for the year of
assessment which relates to the basis period in which the
tax exemption ceases and for any subsequent year of

assessment in accordance with section 23.
[7/2007]

[29/2010 wef 23/02/2010]

(6) Where an approved shipping investment enterprise incurs a loss
during the tax exempt period in respect of any activity referred to in
paragraphs (a), (b) and (c) of subsection (1), that loss —

(a) shall be deducted in accordance with section 37; and

(b) shall only be deducted against the income referred to in any
of those paragraphs, and the balance of such loss shall not
be available as a deduction against any other income,
except that any balance remaining unabsorbed at the end of
the tax exempt period shall be available as a deduction
against any other income for the year of assessment which
relates to the basis period in which the tax exemption
ceases and for any subsequent year of assessment in
accordance with section 37.

[Act 29 of 2012 wef 01/06/2011]

(6A) Where an approved shipping investment enterprise incurs a
loss on any sale or assignment referred to in subsection (1)(d) in any
basis period falling, in whole or in part, within the tax exempt period,
that loss shall only be deducted against the gains derived from another
sale or assignment referred to in subsection (1)(d) in that same basis
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period, and the balance of the loss shall not be available as a
deduction against any other income.
[Act 29 of 2012 wef 01/06/2011]
(7) The Comptroller shall for each year of assessment for which the
income of an approved shipping investment enterprise is exempt
from tax under subsection (1) issue to the enterprise a statement (to be
included in a notice of any assessment served on the enterprise under
section 76) showing the amount of income exempt from tax under
subsection (1); and Parts XVII and XVIII (relating to objections and
appeals) and any rules made under this Act shall apply, with the
necessary modifications, as if such statement were a notice of

assessment.
[34/2008 wef Y/A 2009 & Sub Ys/A]

[7/2007]

(8) Subject to subsection (9), where any statement issued to an
approved shipping investment enterprise under subsection (7) has
become final and conclusive, the amount of income shown therein
shall not form part of the statutory income of the enterprise for the
year of assessment to which the statement relates and shall be exempt
from tax.

[7/2007]

(9) The Comptroller may, before any such statement has become
final and conclusive, treat a specified amount of the income of an
approved shipping investment enterprise as exempt from tax pending
such statement becoming final and conclusive.

[7/2007]

(10) As soon as any amount of the income of an approved shipping
investment enterprise, being a company, has been exempted from tax
under subsection (1), the amount of the income exempted shall be
credited to a special account (referred to in this section as the account)
to be kept by the enterprise for the purpose of this section.

[7/2007]

(11) Where the account of an approved shipping investment
enterprise is in credit at the date on which any dividends are paid
by the enterprise out of the amount credited to that account, an
amount equal to those dividends or to that credit, whichever is the

less, shall be debited to the account.
[7/2007]
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(12) So much of the amount of any dividends debited to the account
under subsection (11) as is received by a shareholder of an approved
shipping investment enterprise shall, if the Comptroller is satisfied
with the entries in the account, be exempt from tax in the hands of the
shareholder.

[7/2007]

(13) Any dividends debited to the account shall be treated as having
been distributed to the shareholders of the approved shipping
investment enterprise or any particular class of the shareholders in
accordance with the proportion of their shareholdings in the
enterprise.

[7/2007]

(14) Section 44 shall not apply to any dividends or part thereof
which are exempt from tax under this section.

[7/2007]

(15) Where an amount of dividends exempt from tax under this
section has been received from an approved shipping investment
enterprise by a shareholder, then, if that shareholder is a company,
any dividends paid by that company to its shareholders, to the extent
that the Comptroller is satisfied that those dividends are paid out of
that amount, shall be exempt from tax in the hands of those
shareholders; and section 44 shall not apply to any such dividend or
part thereof.

[7/2007]

(16) Notwithstanding subsections (12) and (15), no dividend paid
on any share of a preferential nature shall be exempt from tax under
this section in the hands of the shareholder.

[7/2007]

(17) An approved shipping investment enterprise shall deliver to
the Comptroller a statement of the account made up to any date
specified by him whenever called upon to do so by notice in writing.

[7/2007]

(18) Notwithstanding anything in this section, where it appears to

the Comptroller that —

(a) any income of an approved shipping investment enterprise
which has been exempted from tax under subsection (1); or
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(b) any dividend which has been exempted from tax in the
hands of any shareholder,

ought not to have been so exempted for any year of assessment, the
Comptroller may, at any time within 6 years (if that year of
assessment is 2007 or a preceding year of assessment) or 4 years (if
that year of assessment is 2008 or a subsequent year of assessment)
after the expiration of that year of assessment —

(1) make such assessment or additional assessment upon the
enterprise or any such shareholder as may appear to be
necessary in order to make good any loss of tax; or

(i1) direct the enterprise to debit the account with such amount
as the circumstances may require.
[7/2007; 53/2007]
(19) Parts XVII and XVIII (relating to objections and appeals) and
any rules made under this Act shall apply, with the necessary
modifications, as 1f an assessment or a direction under
subsection (18) were a notice of assessment.
[7/2007]
(19A) In this section, a reference to the leasing of a sea-going ship
by a shipping investment enterprise approved on or after 1st March
2011 excludes the leasing of a sea-going ship which has been treated
as though it had been sold pursuant to regulations made under
section 10D(1).
[29/2010 wef 01/03/2010]

(20) In this section —

“approved international shipping enterprise” means an
international shipping enterprise approved by the Minister
or such person as he may appoint, subject to such conditions
as he may impose;

“finance leasing” means the leasing of any sea-going ship which
has the effect of transferring substantially the obsolescence,
risks or rewards incidental to ownership of the sea-going ship
to the lessee;

“international shipping enterprise” has the same meaning as in
section 13F(6);

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 194

“registered business trust” has the same meaning as in the
Business Trusts Act (Cap. 31A);

“sea-going ship” includes any dredger, seismic ship or any
vessel used for offshore oil or gas activity;

“shipping investment enterprise” means —
(a) acompany incorporated and resident in Singapore; or
(b) a registered business trust;

“Singapore ship” has the same meaning as in section 13A(16);

“special purpose company”, in relation to an approved shipping
investment enterprise, means a company that is wholly
owned by the enterprise and whose only business or intended
business is the chartering or finance leasing of sea-going
ships;

[Act 29 of 2012 wef 01/06/2011]

“tax exempt period”, in relation to an approved shipping
investment enterprise, means —

(a) in a case where the enterprise is approved on or after
Ist April 2008 and has acquired a sea-going ship for
use outside the limits of the port of Singapore before
the date of its approval, the period from the date of its
approval to the date where no income of any sea-
going ship of the enterprise is eligible for exemption
from tax under subsection (1); or

(b) in any other case, the period from the date the
enterprise first acquires, during the period of its
approval, a sea-going ship for use outside the limits
of the port of Singapore to the date where no income
of any sea-going ship of the enterprise is eligible for

exemption from tax under subsection (1).
[7/2007]

[34/2008 wef 01/04/2008]
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Exemption of trust income to which beneficiary is entitled

13T.—(1) Where any beneficiary of a trust who is resident in
Singapore is entitled to any share of the statutory income of the trust,
that share shall be exempt from tax in his hands if it would have been
exempt from tax under any provision of this Part had it been derived
or received directly by the beneficiary rather than the trustee.
[7/2007]
(2) This section shall not apply to —

(a) any income of a real estate investment trust within the
meaning of section 43(10);

(b) any income of a unit trust designated under section 35(14);

(¢) any income of an approved CPF unit trust within the
meaning of section 35(14);

(d) any income of a trust fund prescribed under section 13C;
[22/2011 wef 01/09/2007]

(e) any income of a foreign trust specified under section 13G;
[22/2011 wef 01/09/2007]
(f) any income of a locally administered trust prescribed under

section 13Q;
[22/2011 wef 01/09/2007]

[7/2007]

(g) any income of a trust the trustee of which is a prescribed
person under section 13CA; or

[22/2011 wef 01/09/2007]

(h) any income of an approved trust fund referred to in the

definition of “approved person” under section 13X(5), or

of a trust fund that is a feeder fund or master fund approved

under section 13X.
[22/2011 wef 01/04/2009]

Exemption of income of not-for-profit organisation

13U.—(1) There shall be exempt from tax any income of an

approved not-for-profit organisation.
[53/2007]
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(2) The Minister or such person as he may appoint may, during the
period from 15th February 2007 to 14th February 2017, approve any
not-for-profit organisation for the purposes of subsection (1).

[53/2007]

(3) The approval under subsection (2) shall be subject to such
conditions as the Minister or such person as he may appoint may
impose and shall be for such period not exceeding 10 years as he may
specify.

[53/2007]

(4) Notwithstanding subsection (2), the period specified under
subsection (3) may be extended on expiry by the Minister or such
person as he may appoint for such further period or periods, not
exceeding 10 years at any one time, as he thinks fit.

[53/2007]

(5) The Minister may make regulations to provide for the deduction
of expenses, allowances and losses of an approved not-for-profit

organisation otherwise than in accordance with this Act.
[53/2007]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(6) Notwithstanding subsection (1), where it appears to the
Comptroller that any income of an approved not-for-profit
organisation which has been exempted from tax under
subsection (1) ought not to have been so exempted for any year of
assessment, the Comptroller may at any time, subject to section 74,
make such assessment or additional assessment on the approved not-
for-profit organisation as may appear to be necessary in order to make
good any loss of tax.

[53/2007]

(7) In this section, “not-for-profit organisation” means any person,
not being a person registered or exempt from registration under the
Charities Act (Cap. 37) —

(a) who is not established or operated for the object of deriving
a profit;

(b) whose income and property —

(1) may only be applied for the furtherance of its objects;
and
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(i1) are not distributable to any shareholder, member,
trustee or officer of the person except as reasonable
compensation for services rendered; and

(c) whose property may only be distributed to persons
established for a similar object as that person’s upon that

person’s dissolution.
[53/2007]

Exemption of income derived by law practice from
international arbitration held in Singapore

13V.—(1) Any law practice intending to provide legal services in
connection with any international arbitration may, from 1st July 2007
to 30th June 2017 (both dates inclusive), apply to the Minister, or
such person as he may appoint, for approval as an approved law

practice.
[53/2007]

[Act 29 of 2012 wef 01/07/2012]

(2) Where the Minister, or such person as he may appoint, considers
it expedient in the public interest to do so, he may approve the
application and issue a letter to the law practice subject to such
conditions as he thinks fit.

[53/2007]

(2A) No approval under this section shall be granted to any law
practice which is approved on or after 1st April 2010 as a
development and expansion company under Part IIIB of the
Economic Expansion Incentives (Relief from Income Tax) Act
(Cap. 86) in respect of international services that qualify for zero-
rating under section 21(3) of the Goods and Services Tax Act

(Cap. 117A), and such approval remains in force.
[29/2010 wef 01/04/2010]

[Act 29 of 2012 wef 18/12/2012]

(3) Every letter issued under subsection (2) shall specify a date as
the commencement day from which the approved law practice shall
be entitled to tax relief under this section.

[53/2007]

(4) The tax relief period of an approved law practice shall
commence on its commencement day and shall continue for such
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period, not exceeding 5 years, as is specified in the letter issued to it
under subsection (2).
[53/2007]
(5) The amount of the income of an approved law practice which
will qualify for the relief for any year of assessment shall be the
excess of the total amount of the qualifying income of the approved
law practice for the basis period for that year of assessment over its
base income.
[53/2007]
(6) Where an approved law practice has satisfied the conditions
specified in the letter issued to it under subsection (2), one-half of the
amount of the income of the approved law practice for any year of
assessment for a basis period that falls within the tax relief period
which qualifies for the relief as ascertained under subsection (5) shall
not form part of the statutory income of the approved law practice for

that year of assessment and shall be exempt from tax.
[53/2007]

[Act 29 of 2012 wef 01/07/2012]

(6A) For the purpose of satisfying the Comptroller that its income
qualifies for relief under this section, the approved law practice shall
provide, not later than 5 years after the end of its tax relief period,
evidence of the place of hearing or intended place of hearing (as the
case may be) of the international arbitration.

[Act 29 of 2012 wef 01/07/2012]

(7) Where an approved law practice is a law corporation, the
exemption under section 43(6) or (6A), as the case may be, shall not
apply to the balance of the qualifying income exceeding the base
income of the approved law practice that is not exempt under
subsection (6).

[53/2007]

(8) The base income referred to in subsection (5) is —

(a) where an approved law practice had in the period of 3 years
immediately preceding the commencement day provided
legal services in connection with any qualifying
international arbitration —

(1) the amount ascertained by dividing the total income
derived from providing those legal services in the
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period by the actual number of years in the period in
which those legal services were provided; or

(i1) if the amount ascertained under sub-paragraph (i) is
less than zero, deemed to be zero; or
[Act 29 of 2012 wef 01/07/2012]

(D) such amount as the Minister may specify.
[53/2007]
(9) The Comptroller shall determine the manner and extent to
which allowances under section 19, 19A, 20, 21, 22 or 23 and any
expenses and losses allowable under this Act which are attributable to

the qualifying income of an approved law practice are to be deducted.
[53/2007]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(10) In determining the qualifying income of an approved law
practice for the basis period for any year of assessment, there shall be
deducted from the income —

(a) expenses allowable under this Act for that year of
assessment which are attributable to that income; and
[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]
(b) any allowances for that year of assessment under
section 19, 19A, 20, 21 or 22 attributable to that income
notwithstanding that no claim for those allowances has
been made.
[53/2007]
(11) The Comptroller may require an auditor to certify the income
derived by an approved law practice from legal services in connection
with any qualifying international arbitration and any direct costs and
expenses incurred therefor.
[53/2007]
(12) Where an approved law practice has in any year of assessment
during the tax relief period incurred any loss from providing legal
services in connection with any qualifying international arbitration or
any allowances attributable to the qualifying income remaining
unabsorbed, 50% of the loss or allowances, in each case, shall be
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deducted as provided for in section 23 or 37, as the case may be, and

the balance shall be disregarded.
[53/2007]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(13) The following provisions shall apply during the period from
Ist July 2007 to 31st December 2007 to an approved law practice
which is a law corporation resident in Singapore:

(a) as soon as any amount of income of the approved law
practice 1s exempted under subsection (6), such amount
shall be credited to an account to be kept by the approved
law practice for the purpose of this section;

(b) where such account is in credit at the date on which any
dividends are paid by the approved law practice out of
income which has been exempted, an amount equal to such
dividends or to such credit, whichever is the less, shall be
debited to such account;

(¢) so much of the amount of any dividends debited to such
account as are received by a shareholder in the approved
law practice shall, if the Comptroller is satisfied with the
entries in such account, be exempt from tax in the hands of
such sharecholder;

(d) any dividends debited to such account shall be treated as
having been distributed to the shareholders of the approved
law practice or any particular class of such shareholders in
accordance with the proportion of their shareholdings in
the approved law practice;

(e) section 44 shall not apply to any dividends or part thereof
which are exempt from tax under this section;

(f) notwithstanding paragraph (c), no dividend paid on any
share of a preferential nature shall be exempt from tax
under this section in the hands of the shareholder.

[53/2007]
(14) An approved law practice which is a law corporation shall
deliver to the Comptroller a copy of the accounts referred to in
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subsection (13) made up to any date specified by him whenever called
upon to do so by notice in writing.
[53/2007]

(15) In this section —

“arbitral tribunal”, “award”, “international arbitration” and
“party” have the same meanings as in the International
Arbitration Act (Cap. 143A);

“client”, “foreign law firm”, “Formal Law Alliance”, “Joint Law
Venture”, “law corporation”, “law firm” and “limited liability
law partnership” have the same meanings as in the Legal
Profession Act (Cap. 161);

“hearing” means a hearing by the arbitral tribunal on the
substance of the dispute;

“law practice” means a law firm, law corporation, limited
liability law partnership, foreign law firm, Formal Law
Alliance or Joint Law Venture;

“legal services in connection with any qualifying international
arbitration” —

(a) in relation to an approved law practice whose
application for approval is made at any time
between 1st July 2007 and 30th June 2012 (both
dates inclusive), means any professional work of a
legal nature provided for the purposes of an
international arbitration during the eligible period
by any lawyer of the law practice for its client who is
a party to the arbitration the hearing of which is held
in Singapore during its tax relief period or the period
referred to in subsection (8)(a) (as the case may be);
or

(b) in relation to an approved law practice whose
application for approval is made at any time
between 1st July 2012 and 30th June 2017 (both
dates inclusive), means any professional work of a
legal nature provided for the purposes of an
international arbitration during the eligible period
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by any lawyer of the law practice for its client who is
a party to the arbitration the hearing of which is held
or would (if there had been a hearing) have been held
in Singapore.

[Act 29 of 2012 wef 01/07/2012]

“qualifying income” means the income derived by an approved
law practice from the provision of legal services in
connection with any qualifying international arbitration.

[53/2007]

(16) For the purposes of the definition of “legal services in
connection with any qualifying international arbitration” in
subsection (15), “eligible period” means —

(a)

(b)

in relation to an approved law practice whose application
for approval is made at any time between 1st July 2007 and
30th June 2012 (both dates inclusive), the period beginning
on the initial date specified in sub-paragraph (i) or (ii),
whichever is applicable, and ending on the terminal date
specified in sub-paragraph (iii) or (iv), whichever is
applicable:

(1) where the client in question is the claimant serving
the request for arbitration, the initial date is the date
of issue of the request;

(i) where the client in question is the respondent being
served the request for arbitration, the initial date is
the date of receipt of the request for arbitration by the
client or law practice;

(i11) a terminal date which is the date on which the final
award is made by the arbitral tribunal;

(iv) a terminal date which is the date on which the
arbitration proceeding has otherwise finally
terminated; or

in relation to an approved law practice whose application
for approval is made at any time between 1st July 2012 and
30th June 2017 (both dates inclusive), the period beginning
on the initial date specified in sub-paragraph (i) or (ii),
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whichever is applicable, and ending on the terminal date
specified in sub-paragraph (iii)) or (iv), whichever is
applicable:

(1) where the client in question is the claimant serving
the request for arbitration, the initial date is the date
of issue of the request;

(i1) where the client in question is the respondent being
served the request for arbitration, the initial date is
the date of receipt of the request for arbitration by the
client or law practice;

(i11) a terminal date which is the date on which the final
award 1s made by the arbitral tribunal;

(iv) a terminal date which is the date on which the
arbitration proceeding has otherwise finally

terminated, whether or not there was a hearing.
[Act 29 of 2012 wef 01/07/2012]

Exemption of relevant income of eligible family-owned
investment holding company

13W.—(1) There shall be exempt from tax all relevant income of
an eligible family-owned investment holding company.

(2) For the purposes of subsection (1), the Minister may make
regulations to provide for the deduction of expenses, allowances and
losses of an eligible family-owned investment holding company
otherwise than in accordance with this Act.

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(3) In this section —

“eligible family-owned investment holding company” means
any company incorporated before 1st April 2013 —

(a) whose shareholders are related to each other in the
manner prescribed by regulations;

(b) whose operation consists wholly or mainly of the
holding or making of investments; and
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(c¢) which satisfies such other conditions as may be
prescribed by regulations;

“relevant income” means —

(a) any income of the kinds referred to in
section 13(1)(zd), (ze), (zf), (zh), (zi), (zj), (zk) or
(z/) accrued in or derived from Singapore on or after
Ist April 2008; or

(b) any income of the kinds referred to in section 13(7A)
received in Singapore on or after 1st April 2008.

(4) Where a company fails to satisfy the definition of “eligible
family-owned investment holding company” in any basis period
beginning on or after 1st April 2013, then this section shall not apply
to the company in any subsequent basis period, even if it satisfies the

definition in that subsequent basis period.
[34/2008 wef 01/04/2008]

Exemption of income arising from funds managed by fund
manager in Singapore

13X.—(1) Subject to such conditions as may be prescribed by
regulations or specified in the letter of approval of the person, master
fund, feeder fund or master-feeder fund structure, there shall be
exempt from tax such income as the Minister may by regulations
prescribe of —

(a) an approved person arising from funds managed in
Singapore by a fund manager; or

(b) acompany, a trustee of a trust fund or a partner of a limited
partnership, where the company, trust fund or partnership
is the approved master fund or an approved feeder fund of
an approved master-feeder fund structure, arising from
funds of the master fund or any feeder fund of that structure

that are managed in Singapore by a fund manager.
[27/2009 wef 01/04/2009]

[29/2010 wef 07/07/2010]
[22/2011 wef 07/07/2010]
[22/2011 wef 01/04/2009]
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(2) Approval under subsection (1)(a) may be granted during the
period from 1st April 2009 to 31st March 2014 (both dates inclusive).
[29/2010 wef 07/07/2010]
(2A) Approval under subsection (1)(b) may be granted during the
period from 7th July 2010 to 31st March 2014 (both dates inclusive).
[29/2010 wef 07/07/2010]
(3) Where the income of any approved person or company, trustee
or partner referred to in subsection (1)(b) is not exempt from tax
under this section, sections 13C, 13CA and 13R shall not apply to that
income notwithstanding anything in those provisions.
[29/2010 wef 07/07/2010]
(4) Regulations made under subsection (1) may —

(a) provide for the determination of the amount of income of
any approved person or company, trustee or partner
referred to in subsection (1)(b) to be exempt from tax;

[29/2010 wef 07/07/2010]

(b) provide for the deduction of expenses, allowances and
losses of any approved person or company, trustee or
partner referred to in subsection (1)(b) otherwise than in

accordance with this Act;
[29/2010 wef 07/07/2010]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(c) where the approved person is a partner of an approved
limited partnership, provide for the recovery of tax from
him in a case where the exemption ought not to have been
allowed to that partner due to non-compliance with any
condition imposed on the partnership, including the
deeming of a specified amount as income of the partner
for the year of assessment in which the Comptroller
discovers the non-compliance of the condition;

[29/2010 wef 07/07/2010]

(ca) provide for the recovery of tax from a company or a trustee
of a trust fund referred to in subsection (1)(b) in a case
where the exemption ought not to have been allowed to the
company or trustee due to non-compliance with any

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 206

condition imposed on the approved master-feeder fund
structure;
[29/2010 wef 07/07/2010]
(cb) provide for the recovery of tax from a partner of a limited
partnership referred to in subsection (1)(b) in a case where
the exemption ought not to have been allowed to that
partner due to non-compliance with any condition imposed
on the approved master-feeder fund structure, including
the deeming of a specified amount as income of the partner
for the year of assessment in which the Comptroller
discovers the non-compliance of the condition; and
[29/2010 wef 07/07/2010]
(d) make provision generally for giving full effect to or for
carrying out the purposes of this section.

(5) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“approved CPF unit trust” has the same meaning as in
section 35(14);

“approved person” means any approved company, any partner
of an approved limited partnership or any trustee of an
approved trust fund;

“designated unit trust” means any unit trust designated under
section 35(14);

“feeder fund” means a company, trust fund or limited
partnership that invests its funds substantially and directly
through only one master fund;

[29/2010 wef 07/07/2010]
“master-feeder fund structure” means one or more feeder funds

and the master fund through which the funds of the feeder
fund or funds are substantially and directly invested;

[29/2010 wef 07/07/2010]

“master fund” means a company, trust fund or limited
partnership that enables investors to invest funds in one or
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more underlying investments that are managed by a fund
manager;

[29/2010 wef 07/07/2010]

“real estate investment trusts” has the same meaning as in
section 43(10);

“trust fund” does not include any trust that is a pension or
provident fund approved by the Comptroller under section 5,
approved CPF unit trust, designated unit trust and real estate
investment trust.

Exemption of certain income of prescribed sovereign fund
entity and approved foreign government-owned entity

13Y.—(1) There shall be exempt from tax such income as the
Minister may by regulations prescribe of —

(a) a prescribed sovereign fund entity arising from its funds
that are managed in Singapore by an approved foreign
government-owned entity; and

(b) an approved foreign government-owned entity arising
from its funds that are managed in Singapore, and from
managing in Singapore the funds of, or providing in
Singapore any investment advisory service to, a prescribed

sovereign fund entity.
[29/2010 wef 01/04/2010]

[22/2011 wef 01/04/2010]

(2) The Minister or such person as he may appoint may, at any time
between 1st April 2010 and 31st March 2015 (both dates inclusive),
approve a foreign government-owned entity for the purpose of
subsection (1).

[29/2010 wef 01/04/2010]

(3) Regulations made under subsection (1) may —

(a) provide for the period of each approval, and that the
conditions to which any approval is subject may be stated
in the letter of approval issued to the foreign government-

owned entity;
[22/2011 wef 01/04/2010]

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 208

(b) provide for the determination of the amount of income of a
prescribed sovereign fund entity or an approved foreign
government-owned entity that is exempt from tax;

(c¢) provide for the deduction of expenses, allowances and
losses of a prescribed sovereign fund entity or an approved
foreign government-owned entity otherwise than in
accordance with this Act; and

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(d) make provision generally for giving full effect to or for
carrying out the purposes of this section.

[29/2010 wef 01/04/2010]
(4) In this section —

“foreign government-owned entity” means an entity wholly and
beneficially owned, whether directly or indirectly, by the
government of a foreign country and whose principal activity
i1s to manage its own funds or the funds of a prescribed
sovereign fund entity;

“prescribed sovereign fund entity” means a sovereign fund
entity that satisfies such conditions as may be prescribed;

“sovereign fund entity” means the government of a foreign
country or an entity wholly and beneficially owned by such
government, whose funds (which may include the reserves of
that government and any pension or provident fund of that
country) are managed by an approved foreign government-
owned entity.

[29/2010 wef 01/04/2010]

[This section is amended by section 14 of the Income Tax
(Amendment) Act 2020 (Act 41 of 2020) wef 01/04/2010]

Exemption of gains or profits from disposal of ordinary shares

13Z.—(1) There shall be exempt from tax any gains or profits
derived by a company (referred to in this section as the divesting
company) from the disposal of ordinary shares in another company
(referred to in this section as the investee company) which are legally
and beneficially owned by the divesting company immediately before
the disposal, being a disposal —
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(a)

(b)

during the period between 1st June 2012 and 31st May
2017 (both dates inclusive); and

after the divesting company has, at all times during a
continuous period of at least 24 months ending on the date
immediately prior to the date of disposal of such shares,
legally and beneficially owned at least 20% of the ordinary
shares in that investee company.

(2) Subsection (1) shall only apply if the divesting company

provides,

at the time of lodgment of its return of income for the year

of assessment relating to the basis period in which the disposal
occurs, or within such further time as the Comptroller may in his
discretion allow, such information and supporting documents as may
be specified by the Comptroller.

(3) In determining the amount of gains or profits which are exempt
from tax under subsection (1) for any year of assessment, there shall
be deducted all outgoings and expenses wholly and exclusively
incurred by the divesting company in the production of such gains or
profits, including —

(a)
(b)

(c)

(d)

(e)

the price paid in acquiring those shares;

any sum payable by way of interest upon any money
borrowed by the divesting company, where the
Comptroller is satisfied that the interest was payable on
capital employed to acquire the shares;

any sum payable in the basis period for the year of
assessment 2008 or a subsequent year of assessment in lieu
of interest or for the reduction thereof, upon any money
borrowed by the divesting company, being a sum of a type
prescribed under section 14(1)(a)(ii), where the
Comptroller is satisfied that it was payable on capital
employed to acquire the shares;

any legal costs incurred for the acquisition or disposal of
the shares;

any amount paid in respect of stamp duty for the
acquisition or disposal of the shares; and
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(f) any other expenses allowable under this Act which are
directly attributable to those gains or profits.

(4) In determining for the purposes of subsection (1) whether the
divesting company legally and beneficially owns at any time at least
20% of the ordinary shares in the investee company, the divesting
company shall be treated as the legal and beneficial owner of any
ordinary shares in that investee company during the borrowing period
when the legal interest in such shares had been transferred by the
divesting company to another under a securities lending or
repurchase arrangement.

(5) Where —

(a) gains or profits derived from the disposal of ordinary
shares by the divesting company is exempt from tax under
subsection (1); and

(b) one or more of the amounts referred to in subsection (6)
which are attributable to any of the shares disposed of,
have been allowed as a deduction to the divesting company
for any year of assessment prior to the year of assessment
relating to the basis period in which the shares are disposed
of,

then the amounts in paragraph (b) shall be regarded as income of the
divesting company that is chargeable to tax for the second-mentioned
year of assessment.

(6) Subsection (5) shall apply to the following amounts:

(a) any amount provided for a diminution in the value of the
shares;

(b) any amount written off against the value of the shares;
(¢) any impairment loss for the shares;

(d) any loss recognised in accordance with FRS 39 or SFRS
for Small Entities (as the case may be), in determining the
profit or loss or expense in respect of the shares.
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(7) Where —

(a) gains or profits derived from the disposal of ordinary
shares by the divesting company is exempt from tax under
subsection (1); and

(b) any write-back for a diminution in the value of the shares,
or profit recognised in accordance with FRS 39 or SFRS
for Small Entities (as the case may be), which is
attributable to any of the shares, has been charged to tax
as income of the divesting company for any year of
assessment prior to the year of assessment relating to the
basis period in which the shares are disposed of,

then the write-back or profit referred to in paragraph (b) shall be
regarded as an expense allowable under this Act to the divesting
company for the second-mentioned year of assessment.

(8) This section shall not apply to —

(a) the disposal of shares the gains or profits of which are
included as part of the income of a company referred to in
section 26;

(b) the disposal of shares in a company which is in the business
of trading or holding Singapore immovable properties
(excluding property development), where the shares are
not listed on a stock exchange in Singapore or elsewhere;
or

(c) the disposal of shares by a partnership, limited partnership
or limited liability partnership one or more of the partners
of which is a company or are companies.

(9) In this section —

“pborrowing period” and “securities lending or repurchase
arrangement” have the meanings given to those expressions
in section 10N(12);

“disposal”, in relation to shares, means the transfer of both the
legal and beneficial interests in the shares to another;
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“FRS 39” and “SFRS for Small Entities” have the meanings
given to those expressions in section 34A(10).

[Act 29 of 2012 wef 01/06/2012]

PART V
DEDUCTIONS AGAINST INCOME
Deductions allowed

14.—(1) For the purpose of ascertaining the income of any person
for any period from any source chargeable with tax under this Act
(referred to in this Part as the income), there shall be deducted all
outgoings and expenses wholly and exclusively incurred during that
period by that person in the production of the income, including —

(a) except as provided in this section —
(1) any sum payable by way of interest; and

(11) any sum payable in lieu of interest or for the
reduction thereof, as may be prescribed by
regulations (including the restriction of the
deduction of the sum in respect of money
borrowed before the basis period relating to the
year of assessment 2008),

upon any money borrowed by that person where the
Comptroller is satisfied that such sum is payable on capital
employed in acquiring the income;

(b) rent payable by any person in respect of any land or
building or part thereof occupied by him for the purpose of
acquiring the income;

(c¢) any expenses incurred for repair of premises, plant,
machinery or fixtures employed in acquiring the income
or for the renewal, repair or alteration of any implement,
utensil or article so employed:

Provided that no deduction shall be made for the cost of
renewal of any plant, machinery or fixture, which is the
subject of an allowance under section 19 or 19A; or for the
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(d)

(e)

cost of reconstruction or rebuilding of any premises,
buildings, structures or works of a permanent nature;

bad debts incurred in any trade, business, profession or
vocation, which have become bad during the period for
which the income is being ascertained, and doubtful debts
to the extent that they are respectively estimated, to the
satisfaction of the Comptroller, to have become bad during
that period, notwithstanding that those bad or doubtful
debts were due and payable before the commencement of
that period:

Provided that —

(1) all sums recovered during that period on account of
amounts previously written off or allowed in respect
of bad or doubtful debts, other than debts incurred
before the commencement of the basis period for the
first year of assessment under this Act, shall for the
purposes of this Act be treated as receipts of the
trade, business, profession or vocation for that
period;

(11) the debts in respect of which a deduction is claimed
were included as a trading receipt in the income of
the year within which they were incurred;

any sum contributed by an employer to an approved
pension or provident fund or society or any pension or
provident fund constituted outside Singapore in respect of
any of his employees engaged in activities relating to the
production of the income of the employer, the contribution
of which sum by the employer was obligatory by reason of
any contract of employment or of any provision in the rules
or constitution of the fund or society:

Provided that in the case of any contribution to the
Central Provident Fund or any approved pension or
provident fund designated by the Minister under
section 39(8) —
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(1) a deduction in respect of any such contribution by an
employer in respect of an employee for any period —

(A) commencing on or after 1st July 1993 and
before 1st July 1994 shall not exceed 181/,%:

(B) commencing on or after Ist July 1994 and
before 1st January 1999 shall not exceed 20%;

(C) commencing on or after 1st January 1999 and
before 1st April 2000 shall not exceed 10%;

(D) commencing on or after Ist April 2000 and
before 1st January 2001 shall not exceed 12%;

(E) commencing on or after 1st January 2001 shall
not exceed 16%;

(F) commencing on or after 1st October 2003 shall
not exceed 13%;

(G) commencing on or after 1st July 2007 shall not
exceed 14'/,%;
[29/2010 wef 22/11/2010]
(H) commencing on or after Ist September 2010
shall not exceed 15%;

(I) commencing on or after 1st March 2011 shall
not exceed 15'/,%:
[22/2011 wef 01/09/201]
(J) commencing on or after Ist September 2011
shall not exceed 16%,

of the remuneration paid by the employer to the
employee for that period, and “remuneration” in this
proviso means that part of an employee’s
emoluments by reference to which his employer’s
contributions are calculated;
[22/2011 wef 01/09/201]
(i1) where any such fund or society is first established
and a special contribution is made thereto by the
employer whereby persons in his employment whose
employment commenced prior to the establishment
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of the fund or society may qualify for the benefits
thereunder in respect of such prior employment, the
Comptroller may, when approving the fund or
society, authorise such deductions in respect of that
special contribution as he thinks fit;

(111) no deduction shall be allowed in respect of any sum

contributed by an employer for the period on or after

Ist January 1999 to the Central Provident Fund in

respect of an employee who holds a professional visit

pass or a work pass or who would be required to

obtain such a pass if he were to work in Singapore:

[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

And provided that no deduction shall be allowed in respect

of any contribution or part thereof to a pension or provident

fund constituted outside Singapore made in respect of an

employee, if the employee has been exempted from tax on
such contribution or part thereof under section 13N;

[34/2008 wef Y/A 2009 & Ys/A]

any sum contributed by an employer in any calendar year
to the medisave account maintained under the Central
Provident Fund Act (Cap. 36) in respect of any of his
employees engaged in activities relating to the production
of the income of the employer subject to a maximum
deduction of the amount in subsection (1A) for that year
for each employee:

Provided that no deduction shall be allowed in respect
of any sum contributed by an employer for the period on or
after 1st January 1999 to the medisave account maintained
under the Central Provident Fund Act (Cap. 36) in respect
of an employee who holds a professional visit pass or a
work pass or who would be required to obtain such a pass if
he were to work in Singapore;

[Act 29 of 2012 wef 01/01/2011]

any voluntary contribution in cash made in 2011 or any
subsequent year by a person of a description prescribed by
the Minister for the purposes of this paragraph, to the
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medisave account of a self-employed individual
maintained under the Central Provident Fund Act,
subject to a maximum deduction of the amount in
subsection (1A) for that year for each individual:

Provided that the amount of voluntary contribution
does not exceed the amount allowable under the Central
Provident Fund Act and is within the medisave
contribution ceiling prevailing at the time the
contribution is made;

[Act 29 of 2012 wef 01/01/2011]

(g) zakat, fitrah or any religious dues, payment of which is
made under any written law;

(h) where the income is derived from the working of a mine or
other source of mineral deposits of a wasting nature, such
deductions in respect of capital expenditure as may be
prescribed in rules made under section 7.

[37/75; 7/79; 28/80; 5/83; 7/85; 31/86; 1/90; 23/90; 2/92;

26/93; 11/94; 32/95; 1/98; 32/99; 24/2001; 21/2003;

49/2004; 30/2007; 53/2007]

(1A) For the purposes of subsection (1)(f) and (fa), the maximum
amount which may be deducted for contributions made in any year to
the medisave account maintained under the Central Provident Fund

Act of any individual is $1,500 less —

(a) any deduction allowed under subsection (1)(f) for any
previous contribution made by the same or another
employer to that medisave account in that year; and

(b) any deduction allowed under subsection (1)(fa) for any
previous contribution made by the same or another person
to that medisave account in that year.

[Act 29 of 2012 wef 01/01/2011]

(2) Notwithstanding subsection (1), payments made by way of

compensation for injuries or death, salaries, wages or similar

emoluments or death gratuities to an employee (or his legal
representative) who is the husband, wife or child of —

(a) any employer;

Informal Consolidation — version in force from 28/6/2013



217 Car. 134 Income Tax 2008 Ed.

(b) any partner of the firm in which that employee is
employed;

(c) any individual who by himself or with his spouse or child
or all of them have the ability to control, directly or
indirectly, the company in which that employee is
employed; or

(d) any individual whose spouse or child or all of them have
the ability to control, directly or indirectly, the company in
which that employee is employed,

shall be allowed as deductions only to the extent to which, in the
opinion of the Comptroller, they are reasonable in amount having
regard to the services performed by that employee.
[26/93]
(3) Notwithstanding subsection (1), where outgoings and expenses
falling within that subsection are incurred, whether directly or in the
form of reimbursements, in respect of a motor car (whether or not
owned by the person incurring the outgoings and expenses) to which
this subsection applies, the sum to be allowed as a deduction shall be
limited to the amount which bears to such outgoings and expenses the
same proportion as $35,000 bear to the capital expenditure incurred
by the owner in respect of the motor car, where such capital
expenditure exceeds $35,000.
[7/79]
(3A) Any deduction for the cost of renewal of a motor car to which
subsection (3) applies shall not exceed $35,000.

(4) Subsections (3) and (3A) shall apply to a motor car which is
constructed or adapted for the carriage of not more than 7 passengers
exclusive of the driver and the weight of which unladen does not
exceed 3,000 kilograms and which —

(a) was registered before 1st April 1998 as a business service
passenger vehicle for the purposes of the Road Traffic Act
(Cap. 276) but excludes such a motor car which is —

(1) used principally for instructional purposes; and

(11) acquired by a person who carries on the business of
providing driving instruction and who holds a
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driving school licence or driving instructor’s licence
issued under that Act; or

(b) 1s registered outside Singapore and used exclusively
outside Singapore.
[32/99]
(5) Notwithstanding subsection (1), where, in the basis period for
any year of assessment, any employer (other than an employer who
derives any income from any trade, business, profession or vocation
which is wholly or partly exempt from tax or subject to tax at a
concessionary rate of tax under this Act or the Economic Expansion
Incentives (Relief from Income Tax) Act (Cap. 86)) incurs medical
expenses falling within that subsection in excess of the maximum
allowable amount in that basis period, the amount of the excess

medical expenses shall not be allowed as deductions.
[34/2008, wef Y/A 2008 & Sub Ys/A]

[26/93; 34/2005]

(6) Where, in the basis period for any year of assessment, any
employer derives any income from any trade, business, profession or
vocation which is wholly or partly exempt from tax or subject to tax at
a concessionary rate of tax under this Act or the Economic Expansion
Incentives (Relief from Income Tax) Act and incurs medical expenses
in excess of the maximum allowable amount in that basis period, an
amount equal to the excess medical expenses shall be deemed to be
income of the employer chargeable to tax at the rate of tax under

section 42(1) or 43(1), as the case may be, for that year of assessment.
[34/2008, wef Y/A 2008 & Sub Ys/A]

[26/93; 34/2005]

(6A) For the purpose of subsections (5) and (6), the maximum
allowable amount in the basis period for any year of assessment shall
be —

(a) 2% of the total remuneration of the employer’s employees
in that basis period in a case where the employer has —

(1) contributed the specified amount into the medisave
accounts maintained under the Central Provident
Fund of —
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(A) at least 20% of the number of local employees
who are employed by him as at the first day of
the basis period for that year of assessment, for
every calendar month in that basis period they
are employed by the employer; and

(B) every local employee who commences his
employment with him during the basis period
for that year of assessment, for the calendar
month he commences his employment and
every subsequent calendar month in that basis
period he is employed by the employer; or

(i1) incurred expenses in or in connection with the
provision of a specified insurance plan to cover,
for every calendar month in the basis period for that
year of assessment, the cost of medical treatment of
at least 50% of the number of local employees who
are employed by him as at the first day of that basis
period; and

(b) in any other case, the amount determined in accordance

with the formula in subsection (6B).
[34/2008, wef Y/A 2008 & Sub Ys/A]

[34/2005]

(6B) For the purpose of subsection (6A)(b), the maximum
allowable amount in any basis period shall be ascertained —

(a) where the total amount of expenses incurred by the
employer in providing qualifying insurance in that basis
period is nil, in accordance with the formula

A +B,

where A is the lower of —

(1) the total amount of medical expenses incurred
by the employer for his employees in that basis
period (excluding the total amount of general
contributions made by the employer); and
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(i) 1% of the total remuneration of his employees
in that basis period; and

B is the lower of —

(1) the total amount of general contributions made
by the employer in that basis period; and

(i) the difference between 2% of the total
remuneration of his employees in that basis
period and A; and

(b) where the total amount of expenses incurred by the
employer in providing qualifying insurance in that basis
period is not nil, in accordance with the formula

C+D,

where C is the lower of —

(1) the total amount of expenses incurred by the
employer in providing riders for his employees
in that basis period; and

(i1) 1% of the total remuneration of his employees in
that basis period; and

D is the lower of —

(1) the total amount of medical expenses incurred by
the employer for his employees in that basis
period (excluding the total amount of expenses
incurred by the employer in providing riders for
his employees); and

(i1) the difference between 2% of the total
remuneration of his employees in that basis
period and C.

[34/2005]
[34/2008, wef Y/A 2008 & Sub Ys/A]

(6C) For the purpose of subsection (6B), a reference to expenses
incurred by an employer in providing qualifying insurance excludes
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any reimbursement in cash by the employer of the employee for
payment by the employee of premiums on such qualifying insurance.
[34/2008, wef Y/A 2008 & Sub Ys/A]

(7) The references to medical expenses in subsections (5), (6) and
(6B) shall be read as references to medical expenses which would, but

for subsection (5), be allowable as deductions under this Act.
[34/2008, wef Y/A 2008 & Sub Ys/A]

[26/93]
(8) In this section —

“co-payment” means the part of the amount of any claim, after
deducting the deductible, which a person insured under the
MediShield Scheme or an integrated medical insurance plan
has to bear under the Scheme or plan;

[34/2008, wef Y/A 2008 & Sub Ys/A]

“deductible” means the amount of any claim which a person
insured under the MediShield Scheme or an integrated
medical insurance plan has to bear before the insurer
becomes liable to make payment under the Scheme or plan;

[34/2008, wef Y/A 2008 & Sub Ys/A]

“general contribution” means any contribution falling within
subsection (1)(f) which is not —

(a) acontribution falling within subsection (6A)(a)(i); or

(b) a sum paid by an employer to the medisave account

maintained under the Central Provident Fund Act

(Cap. 36) in respect of any of his employees as

reimbursement of the employee for premiums paid or

payable by the employee on a qualifying insurance;

[34/2008, wef Y/A 2008 & Sub Ys/A]

“gross rate of pay” has the same meaning as in section 2 of the
Employment Act (Cap. 91);

“integrated medical insurance plan” has the same meaning as in
the regulations made under section 77(1)(k) of the Central
Provident Fund Act (Cap. 36);

[34/2008, wef Y/A 2008 & Sub Ys/A]
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“local employee” means a full-time or part-time employee who
1s a citizen or permanent resident of Singapore;

“medical expenses” means expenses incurred in or in connection
with the provision of medical treatment and includes —

(a) expenses incurred in or in connection with the
provision of maternity health care, natal care, and
preventive and therapeutic treatment;

(b) expenses incurred in or in connection with the
provision of a medical clinic by the employer;

(c) cash allowance in lieu of medical expenses;

(d) expenses incurred in or in connection with the
provision of insurance against the cost of medical
treatment; and

(e) contributions which are deductible under
subsection (1)(f);

“medical treatment” includes all forms of treatment for, and
procedures for diagnosing, any physical or mental ailment,
infirmity or defect;

“MediShield Scheme” means the MediShield Scheme
established and maintained under section 53 of the Central
Provident Fund Act;

[34/2008, wef Y/A 2008 & Sub Ys/A]

“part-time employee” has the same meaning as in section 66A of
the Employment Act;

“qualifying insurance”, in relation to any basis period of an
employer, means medical insurance under the MediShield
Scheme or an integrated medical insurance plan that is
provided by an employer to employees to cover the cost of
medical treatment of —

(a) at least 20% of the number of local employees who
are employed by the employer as at the first day of
the basis period; and
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(b) every local employee who commences his
employment with the employer during the basis
period,

for every calendar month or part thereof in the basis period
that the employees are employed by the employer;
[34/2008, wef Y/A 2008 & Sub Ys/A]
“remuneration” means any wage, salary, leave pay, fee,
commission, bonus, gratuity, allowance, other emoluments
paid in cash by or on behalf of an employer and contributions
to any approved pension or provident fund by any employer
which are allowable as deductions under this Act, but does
not include any director’s fee, medical expense, cash
allowance in lieu of medical expenses and benefit-in-kind;

“rider” means any insurance under which the insurer of the rider
is liable to pay in full or in part the deductible or co-payment
relating to the MediShield Scheme or an integrated medical
insurance plan;

[34/2008, wef Y/A 2008 & Sub Ys/A]
“specified amount”, in relation to any calendar month, means —

(a) in the case of a full-time employee who falls under
subsection (6A)(a)(i), an amount equal to at least 1%
of the employee’s gross rate of pay for the calendar
month, subject to a minimum contribution of $16 per
calendar month;

(b) in the case of a part-time employee who falls under
subsection (6A)(a)(i), an amount equal to at least 1%
of the employee’s gross rate of pay for the calendar
month;

“specified insurance plan” means a medical insurance plan
sponsored by an employer that —

(a) confers hospitalisation benefits during the period of
employment of an employee and up to a period of 12
months immediately after the employee leaves his
employment for any reason; and
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(b) treats the employee as being continuously insured
when he is employed by another employer who
provides him with an insurance plan that confers the

hospitalisation benefits described in paragraph (a).
[26/93; 32/95; 34/2005]

Deduction for costs for protecting intellectual property

14A.—(1) Subject to this section, where a person carrying on a
trade or business has incurred —

(a) patenting costs during the period from 1st June 2003 to the
last day of the basis period for the year of assessment 2010;
or

(b) qualifying intellectual property registration costs during
the basis period for any year of assessment between the
year of assessment 2011 and the year of assessment 2015
(both years inclusive),

for the purposes of that trade or business, there shall be allowed to
him a deduction of the amount of such costs.
[29/2010 wef Y/A 2011 & Sub Ys/A]
(1A) Subject to this section, for the purpose of ascertaining the
income of a person carrying on a trade or business during the basis
period for the year of assessment 2011 or the year of assessment
2012, there shall be allowed in respect of all his trades and businesses,
in addition to the deduction allowed under subsection (1), a deduction
for qualifying intellectual property registration costs incurred for the
purposes of those trades and businesses, computed in accordance
with the following formula:

A x 300%,
where A 1s —
(a) forthe year of assessment 2011, the lower of the following:

(1) such costs incurred during the basis period for that
year of assessment; and

(ii) $800,000; and
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(b) for the year of assessment 2012, the lower of the following:

(1) such costs incurred during the basis period for that
year of assessment; and

(i1) the balance after deducting from $800,000 the lower

of the amounts specified in paragraph (a)(i) and (ii).
[22/2011 wef Y/A 2011 & Sub Ys/A]

(1B) Subject to this section, for the purpose of ascertaining the
income of a person carrying on a trade or business during the basis
period for the year of assessment 2013, the year of assessment 2014
or the year of assessment 2015, there shall be allowed in respect of all
his trades and businesses, in addition to the deduction allowed under
subsection (1), a deduction for qualifying intellectual property
registration costs incurred for the purposes of those trades and
businesses, computed in accordance with the following formula:

A % 300%,

where A is —
(a) forthe year of assessment 2013, the lower of the following:

(1) such costs incurred during the basis period for that
year of assessment; and

(i1) $1,200,000;
(b) for the year of assessment 2014, the lower of the following:

(1) such costs incurred during the basis period for that
year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(i)
and (i1); and

(c) for the year of assessment 2015, the lower of the following:

(1) such costs incurred during the basis period for that
year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(i)
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and (ii), and the lower of the amounts specified in
paragraph (b)(1) and (ii).

[22/2011 wef Y/A 2011 & Sub Ys/A]
(1C) Insubsection (1A), the amount under paragraph (a)(i1) shall be
substituted with “$400,000” if the person does not carry on any trade
or business during the basis period for the year of assessment 2012,
and the balance under paragraph (b)(ii) shall be substituted with
“$400,000” if the person does not carry on any trade or business

during the basis period for the year of assessment 2011.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(1D) In subsection (1B) —

(a) if'the person does not carry on any trade or business during
the basis period for any one year of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the references to “$1,200,000” in
the paragraphs of that subsection applicable to the other 2
years of assessment shall be substituted with “$800,000”;

(b) ifthe person does not carry on any trade or business during
the basis periods for any 2 years of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the reference to “$1,200,000” in the
paragraph of that subsection applicable to the remaining
year of assessment shall be substituted with “$400,000”;
and

(¢) for the avoidance of doubt, no deduction shall be made
from the substituted amount in subsection (1B)(b)(ii) or
(c)(i1) of the lower of the amounts specified in subsection
(1B)(a)(1) and (ii) if the person does not carry on any trade
or business during the basis period for the year of
assessment 2013, and no deduction shall be made from
the substituted amount in subsection (1B)(c)(ii) of the
lower of the amounts specified in subsection (1B)(b)(1) and
(i1) if the person does not carry on any trade or business

during the basis period for the year of assessment 2014.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(1E) For the purposes of subsections (1A) and (1B), where an
individual carrying on a trade or business through 2 or more firms
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(excluding partnerships) has, during the basis period for any year of
assessment between the year of assessment 2011 and the year of
assessment 2015 (both years inclusive), incurred qualifying
intellectual property registration costs in respect of such firms for
the purposes of his trade or business, the deduction that may be
allowed to him for those costs in respect of all his trades and
businesses shall not exceed the amount computed in accordance with
subsection (1A) or (1B) (as the case may be) for that year of
assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(1F) For the purposes of subsections (1A) and (1B), where a
partnership carrying on a trade or business has, during the basis
period for any year of assessment between the year of assessment
2011 and the year of assessment 2015 (both years inclusive), incurred
qualifying intellectual property registration costs for the purposes of
its trade or business, the aggregate of the deductions that may be
allowed to all the partners of the partnership for those costs in respect
of all the trades and businesses of the partnership shall not exceed the
amount computed in accordance with subsection (1A) or (1B) (as the
case may be) for that year of assessment.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2) The claim for deduction under subsection (1), (1A) or (1B) shall

be allowed to a person only if —

(a) there is an undertaking by the person that he would be the
proprietor of the patent or registered trade mark, the
registered owner of the registered design or the grantee of
the plant variety, as the case may be, when the patent is
granted, the trade mark or design is registered or the plant
variety is granted protection; and

(b) the claim is made by the person in such manner and subject

to such conditions as the Comptroller may require.
[29/2010 wef Y/A 2011 & Sub Ys/A]
(3) For the purposes of this section, any patenting costs or
qualifying intellectual property registration costs, as the case may
be, incurred by a person prior to the commencement of his trade or
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business shall be deemed to have been incurred by that person on the

first day he carries on that trade or business.
[21/2003]

[29/2010 wef Y/A 2011 & Sub Ys/A]

(4) Where a person to whom a deduction for patenting costs or
qualifying intellectual property registration costs, as the case may be,
has been allowed under subsection (1) sells, transfers or assigns in the
basis period for any year of assessment all or any part of the rights for
which such patenting costs or qualifying intellectual property
registration costs, as the case may be, were incurred, the person
shall be deemed to have derived an amount of income for that year of
assessment equal to the price which the rights were sold, transferred
or assigned or the deduction which has been allowed under

subsection (1), whichever is the less.
[29/2010 wef Y/A 2011 & Sub Ys/A]

[21/2003]

(5) For the purposes of subsection (4), where there is more than one
sale, transfer or assignment of any part of the rights for which such
patenting costs or qualifying intellectual property registration costs,
as the case may be, were incurred, the total amount deemed as income
shall not exceed the total amount of deduction previously allowed

under subsection (1).
[29/2010 wef Y/A 2011 & Sub Ys/A]

[21/2003]
(5A) Where —

(a) a deduction has been made to any person under
subsection (1A) or (1B) in respect of any qualifying
intellectual property registration costs; and

(b) the person sells, transfers or assigns all or any part of the
qualifying intellectual property rights or the application for
the registration or grant of the qualifying intellectual
property rights for which such costs were incurred, within
a period of one year from the date of filing of the
application,

the deduction allowed under subsection (1A) or (1B) (as the case may
be) shall be deemed as income of the person for the year of
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assessment relating to the basis period in which the sale, transfer or

assignment occurs.
[29/2010 wef Y/ 2011 & Sub Ys/A]

(6) In this section —
“patenting costs” means the fees paid to —

(a) the Registry of Patents in Singapore or an equivalent
registry outside Singapore for the —
(1) filing of a patent;
(i) search and examination report on the
application for a patent; or
(iii) grant of a patent; and
(b) any registered patent agent for —
(1) applying for any patent in Singapore or
elsewhere;
(i1) preparing specifications or other documents for

the purposes of the Patents Act (Cap. 221) or
the patents law of any other country; or

(111) giving advice on the validity or infringement of
the patent;

“qualifying intellectual property registration costs” means the
fees paid to —

(a) the Registry of Patents, Registry of Trade Marks,
Registry of Designs or Registry of Plant Varieties in
Singapore or an equivalent registry outside
Singapore for the —

(1) filing of an application for a patent, for
registration of a trade mark or design, or for
the grant of protection of a plant variety;

(i) search and examination report on the
application for a patent;

(ii1) examination report on the application for grant
of protection of a plant variety; or
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(iv) grant of a patent; and
(b) any person acting as an agent for —

(1) applying for any patent, for the registration of a
trade mark or design, or for the grant of
protection of a plant variety, in Singapore or
elsewhere;

(i1) preparing specifications or other documents for
the purposes of the Patents Act (Cap. 221), the
Trade Marks Act (Cap. 332), the Registered
Designs Act (Cap. 266), the Plant Varieties
Protection Act (Cap. 232A) or the intellectual
property law of any other country relating to
patents, trade marks, designs or plant varieties;
or

(ii1) giving advice on the validity or infringement of
any patent, registered trade mark, registered
design or grant of protection of a plant variety;

[29/2010 wef Y/A 2011 & Sub Ys/A]
“qualifying intellectual property right” means the right to do or
authorise the doing of anything which would, but for that
right, be an infringement of any patent, registered trade mark

or design, or grant of protection of a plant variety;

[29/2010 wef Y/A 2011 & Sub Ys/A]
“registered patent agent” has the same meaning as in the Patents
Act.
[21/2003]
(7) In this section, “patenting costs” and “qualifying intellectual
property registration costs” exclude any expenditure to the extent that

it is or is to be subsidised by grants or subsidies from the Government

or a statutory board.
[29/2010 wef Y/A 2011 & Sub Ys/A]

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]
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Further deduction for expenses relating to approved trade
fairs, exhibitions or trade missions or to maintenance of
overseas trade office

14B.—(1) Subject to this section, where the Comptroller is satisfied
that the expenses specified in subsection (2) have been incurred by an
approved company or firm resident in or having a permanent
establishment in Singapore for the primary purpose of —

(a) promoting the trading of goods or the provision of services;
or

(b) the provision of services in connection with the use of any
right under a master franchise or master intellectual
property licence where the company or firm is the holder
of the franchise or licence,

there shall be allowed a further deduction of the amount of such
expenses in addition to the amount allowed under section 14.
[31/98]
(2) The expenses referred to in subsection (1) are —

(a) expenses in establishing, maintaining or otherwise
participating in —

(1) a trade fair, trade exhibition, trade mission or trade
promotion activity held or conducted outside
Singapore; or

(i1) an approved trade fair or trade exhibition held in
Singapore;
[Act 29 of 2012 wef 01/04/2012]
(b) expenses in maintaining an approved overseas trade office;
or

(c¢) market development expenditure for the carrying out of

any approved marketing project.
[31/98]
(2A) For the purposes of subsection (1), the firm or company need
not be an approved firm or approved company to be allowed a
deduction under that subsection in respect of expenses referred to in
subsection (2)(a) which are incurred at any time from 1st April 2012
to 31st March 2016 (both dates inclusive) for the primary purpose of
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promoting the trading of goods or the provision of services, provided
that the aggregate of —

(a) the expenses for which the deduction is so allowed; and

(b) the expenditure for which a deduction is allowed to the
firm or company under section 14K(1A),

does not exceed $100,000 for each year of assessment.
[Act 29 of 2012 wef 01/04/2012]
(3) The Minister or such person as he may appoint may specify the
maximum amount of expenditure (or any item thereof) to be allowed
under subsection (1), other than expenses that are the subject of a

claim for deduction under subsection (2A).
[26/93; 31/98; 7/2007]

[Act 29 of 2012 wef 01/04/2012]

(4) No deduction shall be allowed under this section in respect of —

(a) any expenses which are not allowed as deductions under
section 14;

(b) travelling, accommodation and subsistence expenses or
allowances for —

(1) more than 2 employees taking part in the trade fair,
trade exhibition, trade mission or trade promotion
activity, being one held or conducted overseas; or

(i1) more than the approved number of employees taking
part in the approved marketing project;
[Act 29 of 2012 wef 01/04/2012]
(c) any expenses relating to an approved overseas trade
office —

(1) which are incurred in the establishment of the
approved overseas trade office;

(i1) by way of remuneration, travelling, accommodation
and subsistence expenses or allowances for more
than the approved number of employees of the
approved overseas trade office;
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(ii1) which are specifically excluded as a condition for the
approval of the overseas trade office under this
section;

(iv) which are incurred after the end of the approved
number of years from the date of establishment of the
approved overseas trade office; or

[22/2011 wef 01/04/2011]

(v) which are incurred by a firm or company having a

permanent establishment subject to tax in the country

in which the approved trade office is established;
[26/93; 31/98; 32/99]

[Act 29 of 2012 wef 01/04/2012]

(d) any expenses incurred during the basis period for a year of
assessment by a firm or company if —

(1) any part of its income for that year of assessment is
exempt or partly exempt from tax under section 13A,
13F, 13S or 13V;

(i1) any part of its income for that year of assessment is
subject to tax at a concessionary rate of tax under
section 43C, 43E, 43G, 43J, 43P, 43Q, 43W, 43ZA,
437B, 43ZC or 43ZF or the regulations made
thereunder; or

(111) 1t 1s given tax relief under Part II, III or IIIB of the
Economic Expansion Incentives (Relief from
Income Tax) Act (Cap. 86) for that year of
assessment, or is given an investment allowance
under Part X of that Act for that year of assessment;
[Act 29 of 2012 wef 01/04/2012]
(e) any expenses to the extent they are or are to be subsidised
by a grant or subsidy from the Government or a statutory
board.
[Act 29 of 2012 wef 01/04/2012]
(4A) Notwithstanding subsection (4), the Minister or such person
as he may appoint may, in any particular case, subject to such
conditions as he may impose, allow a deduction of any expenses
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referred to in subsection (4)(c)(v) provided that they are not also
expenses referred to in subsection (4)(c)(i), (i1), (iii) or (1v).
[22/2011 wef 01/04/2011]
(5) Subject to subsection (6), as soon as any amount of further
deduction is allowed to any company under this section, section 14E,
14] or 14L, a sum equal to that amount shall be credited to an account
(referred to in this section as the further deduction account) to be kept
by the company for the purposes of any of those sections.
[28/92; 21/2003]
(6) Where the company is a transferor company within the meaning
of section 37C(19) and where any amount of further deduction
allowed under this section, section 14E, 14J or 14L is transferred to a
claimant company as part of the loss specified under
section 37C(14)(b) —

(a) the sum transferred shall not be credited to the further
deduction account to be kept by the transferor company;

(b) for the purposes of this section, section 14E, 14J or 14L,
upon the transfer of the sum under paragraph (a), the sum
transferred shall be credited to the further deduction
account to be kept by the claimant company; and

(¢) in relation to the sum transferred under paragraph (a),
subsections (7) to (10) shall apply to the claimant
company.

[21/2003]
(7) Where for any year of assessment a further deduction account of
a company is in credit, the company shall —

(a) debit from that account such amount as would have been
the chargeable income had the further deduction not been
allowed or the amount of the credit in that account,
whichever is the less; and

(b) credit the amount debited under paragraph (a) to an
account to be called a tax exempt account which shall be
kept by the company for the purposes of this section,
section 14E, 14J or 14L,
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and any remaining balance in the further deduction account shall be
carried forward to be used by the company in the first subsequent year
of assessment when the company has chargeable income had the
further deduction not been allowed, and so on for subsequent years of
assessment until the credit in the further deduction account has been
fully used.
[28/92]
(8) Where a tax exempt account of a company is in credit at the date
on which any dividends are paid by the company out of the amount
credited to that account, an amount equal to those dividends or to that
credit, whichever is the less, shall be debited to the tax exempt
account.
[28/92]
(9) Section 13B(4) to (7) shall apply, with the necessary
modifications, in respect of any dividend paid out of the tax
exempt account of the company.
[28/92]
(10) Notwithstanding anything in this section, where it appears to
the Comptroller that in any year of assessment —

(a) any further deduction which has been allowed under this
section, section 14E, 14J or 14L; or

(b) any dividend which has been exempted from tax in the
hands of any shareholder,

ought not to have been so allowed or exempted, as the case may be,
the Comptroller may, within the year of assessment or within 6 years
(if the year of assessment is 2007 or a preceding year of assessment)
or 4 years (if the year of assessment is 2008 or a subsequent year of
assessment) after the expiration thereof —

(1) make such assessment or additional assessment upon the
company or any such shareholder as may be necessary in
order to make good any loss of tax; or

(i1) direct the company to debit its tax exempt account with

such amount as the circumstances require.
[28/92; 11/94; 31/98; 37/2002; 53/2007]
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(11) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“market development expenditure” means —

(a) approved expenses directly attributable to the
carrying out of market research or obtaining of
market information, including any feasibility study;

(b) expenses in respect of advertisements placed in
approved media;

(c) expenses incurred on approved promotion
campaigns; or

(d) approved expenses incurred in the design of
packaging, or in the certification of goods or
services where such certification is carried out by
an approved person;

“master franchise” means any agreement under which the
franchisor authorises or permits the franchisee to use in
Singapore or overseas a business system owned or controlled
by the franchisor, including the sub-franchising of the
business system;

“master intellectual property licence” means any licence under
which the licensor authorises or permits the licensee to use in
Singapore or overseas the rights under a patent, copyright,
trademark, design or know-how, including the sub-licensing
of the same.

[32/95; 31/98]

(12) No approval shall be granted under this section after

31st March 2016.
[22/2011 wef 01/04/2011]

Further deduction for logistics expenses

14C.—(1) Subject to this section, where the Comptroller is
satisfied that an approved company has incurred approved logistics
expenses, there shall be allowed to the company a further deduction
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of the amount of such expenses specified by the Minister or such
person as he may appoint, in addition to the amount allowed under
section 14.
[49/2004]
(2) The Minister or such person as he may appoint may —

(a) specify the items of logistics expenses to be allowed to an
approved company under subsection (1);

(b) specify the maximum amount of logistics expenses to be
allowed to an approved company under subsection (1) for
each year of assessment, up to the full amount of such
expenses incurred by the company;

(c) specify the number of years of assessment for which
deduction is to be allowed to an approved company under
subsection (1), up to a maximum of 10 years of assessment;
and

(d) impose such conditions as he thinks fit when approving a
company for the purpose of this section.

[49/2004]

(3) No deduction shall be allowed under this section in respect of

any logistics expenses which are not allowed as deductions under
section 14.

[49/2004]

(4) Where in any relevant period an approved company fails to

comply with any condition imposed under subsection (2)(d), there

shall be deemed to be income of the company, chargeable with tax for

the year of assessment relating to the basis period in which such

failure occurs, an amount ascertained in accordance with the formula

Cl C2 C3 Cn
(E1 XS) + (szﬁ) + <E3><5) + (En><3>

where E,, E,, E3, E, 1s the total amount of logistics expenses
allowed to the company  under
subsection (1) for each year of assessment
falling within the relevant period in which
such failure occurs;
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Ci, C,, C3, C,, is the rate of tax under section 43(1)(a) or
concessionary rate of tax, or both such rates,
as the case may be, applicable to the income
of the company for each year of assessment
falling within the relevant period in which
such failure occurs; and

D is the rate of tax under section 43(1)(a) or
concessionary rate of tax, or both such rates,
as the case may be, applicable to the income
of the company for the year of assessment
relating to the basis period in which such
failure occurs.

[49/2004]

(5) Notwithstanding subsection (4), the Minister or such person as
he may appoint may vary all or any of the conditions imposed on an

approved company under subsection (2)(d).
[49/2004]

(6) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“approved company” means a company resident in Singapore
which —

(a) undertakes logistics activities in-house in support of
its business activities; or

(b) outsources its logistics activities to a service
provider,

and approved by the Minister or such person as he may
appoint;

“concessionary rate of tax” means the rate of tax in accordance
with —

(a) any order made under section 13(12);

(b) section 13H, 43C (in respect of those relating to
offshore general insurance business only), 43D, 43E,
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43F, 43G, 43H, 431, 43], 43K, 43L (repealed), 43N,
43P, 43Q), 43R, 43S, 43T, 43U, 43V, 43W, 43X, 43Y,
437, 437ZA, 437B, 437C, 437D, 43ZE or 43ZF, or
the regulations made thereunder, as the case may be;

or
[22/2011 wef 01/06/2011]

[34/2008 wef 01/04/2008]
[29/2010 wef 01/04/2010]
[Act 19 of 2013 wef 25/02/2013]

(c) section 19J(5) of the Economic Expansion Incentives
(Relief from Income Tax) Act (Cap. 86);

“logistics expenses” means expenses incurred by an approved
company which are —

(a) directly attributable to the carrying out of logistics
activities by the company in Singapore; or

(b) paid to a service provider that carries out the
company’s logistics activities in Singapore,

but excludes such expenses on international freight;

“relevant period”, in relation to an approved company, means
the period or periods any condition imposed under
subsection (2)(d) is to be satisfied by the company.

[49/2004, 34/2005; 7/2007; 53/2007]

(7) No approval shall be granted under this section on or after

1st July 2009.
[49/2004]

Expenditure on research and development

14D.—(1) For the purpose of ascertaining the income of any person
carrying on any trade or business and subject to subsection (4), the
following expenditure incurred (other than any amount which is
allowable as a deduction under section 14) by that person shall be
allowed as a deduction:

(a) expenditure incurred on research and development
undertaken directly by him and related to that trade or
business (except to the extent that it is capital expenditure
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on plant, machinery, land or buildings or on alterations,
additions or extensions to buildings or in the acquisition of
rights in or arising out of research and development);

[Act 34/2008, wef Y/A 2009 & Sub Ys/A]
expenditure incurred during the basis period for any year of
assessment between the year of assessment 2009 and the
year of assessment 2015 (both years inclusive) on research
and development undertaken in Singapore directly by him
and not related to that trade or business (except to the
extent that it is capital expenditure on plant, machinery,
land or buildings or on alterations, additions or extensions
to buildings or in the acquisition of rights in or arising out

of research and development);
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

[29/2010 wef 22/11/2010]

payments made by that person to a research and
development organisation for undertaking on his behalf
in Singapore research and development related to that trade

or business;
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

[28/80; 3/89; 24/2000, 37/2002]

payments made by that person to a research and
development organisation for undertaking on his behalf,
partly in Singapore and partly outside Singapore, research
and development related to that trade or business;

[Act 29 of 2012 wef Y/A 2009 & Sub Ys/A]
payments made during the basis period for any year of
assessment between the year of assessment 2009 and the
year of assessment 2015 (both years inclusive) by that
person to a research and development organisation for
undertaking on his behalf in Singapore research and

development not related to that trade or business;
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

[29/2010 wef 22/11/2010]
[Act 29 of 2012 wef Y/4 2012 & Sub Ys/A]

payments made by that person to a research and
development organisation for undertaking on his behalf
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outside Singapore research and development related to that

trade or business;
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(e) payments made by that person under any cost-sharing

agreement during the basis period for the year of
assessment 2012 or a subsequent year of assessment, in
respect of research and development that is related to that
trade or business (excluding any payment made by him for
the right to become a party to the cost-sharing agreement),
regardless of who wundertakes the research and
development so long as it is undertaken wholly or partly

for himself or on his behalf; and
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(f) payments made by that person during the basis period for

any year of assessment between the year of assessment
2012 and the year of assessment 2015 (both years
inclusive), under any cost-sharing agreement in respect
of research and development that is undertaken in
Singapore and is not related to that trade or business
(excluding any payment made by him for the right to
become a party to the cost-sharing agreement), regardless
of who undertakes the research and development so long as
it is undertaken wholly or partly for himself or on his

behalf.
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(1A) The expenditure or payment referred to in subsection (1) shall
not include any such expenditure or payment to the extent that it is or
is to be subsidised by grants or subsidies from the Government or a
statutory board.

[29/2010 wef Y/A 2011 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

(2) For the purposes of this section, any expenditure incurred by a
person prior to the commencement of his trade or business shall be
deemed to have been incurred by that person on the first day on which
he carries on that trade or business.

(3) For the purposes of subsection (1)(ba) or (d), a claim for
deduction shall be allowed to a person only if —
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(a) there is an undertaking by the person that any benefit
which may arise from the conduct of the research and
development shall accrue to the person; and

(b) the claim is made by the person in such manner and subject

to such conditions as the Comptroller may require.
[37/2002]

[34/2008 wef Y/A 2009 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2009 & Sub Ys/A]

(3A) For the purposes of subsection (1)(e) in respect of research
and development that is undertaken wholly or partly outside
Singapore, a claim for deduction shall be allowed to a person only
if —

(a) there is an undertaking by the person that any benefit
which may arise from the conduct of the research and
development shall accrue, wholly or partly, to the person;
and

(b) the claim is made by the person in such manner and subject
to such conditions as the Comptroller may require.
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]
(4) The deduction of the expenditure and payments referred to in
subsection (1)(aa), (c) and (f) shall be made in accordance with the
following provisions:

(a) if the person derives from the trade or business carried on
by him both normal income and concessionary income, the
amount of the expenditure or payments (after deducting
any amount in respect of which an election for a cash
payout has been made under section 371) shall so far as
possible be deducted against the normal income, and any
remaining balance of the amount shall be treated as part of
the unabsorbed losses in respect of the normal income to be
deducted against the concessionary income in accordance
with section 37B;

(b) if the concessionary income referred to in paragraph (a) is
subject to tax at 2 or more concessionary rates of tax, the
deduction under section 37B of the remaining balance
referred to in that paragraph shall so far as possible be
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(©)

(d)

(e)

made against the part of the concessionary income that is
subject to tax at the higher or highest concessionary rate of
tax, and the deduction under section 37B of any remaining
balance shall so far as possible be made against the part of
the concessionary income that is subject to tax at the lower
or next lowest concessionary rate of tax, and so on;

[34/2008 wef Y/A 2009 & Sub Ys/A]
if the person derives from the trade or business only
concessionary income which is subject to tax at a single
concessionary rate of tax, a specified amount of the
expenditure or payments shall be deducted against the
concessionary income;

[34/2008 wef Y/A 2009 & Sub Ys/A]
if the person derives from the trade or business only
concessionary income which is subject to tax at 2 or more
concessionary rates of tax, a specified amount of the
expenditure or payments shall so far as possible be
deducted against the part of the concessionary income
that is subject to the higher or highest concessionary rate of
tax, and any remaining balance of the specified amount
shall be treated as part of the unabsorbed losses in respect
of that part of the concessionary income that is subject to
the higher or highest concessionary rate of tax, to be
deducted in accordance with section 37B against the rest of
the concessionary income;

[34/2008 wef Y/A 2009 & Sub Ys/A]
if the rest of the concessionary income referred to in
paragraph (d) is subject to tax at 2 or more concessionary
rates of tax, then paragraph (b) shall apply, with the
necessary modifications, to the last-mentioned deduction

in paragraph (d).
[34/2008 wef Y/A 2009 & Sub Ys/A]

[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(4A) Where a person to whom deductions have been allowed for
payments referred to in subsection (1)(e) or (f) becomes entitled to
any royalty or other payments (in one lump sum or otherwise) for the
use of or right to use any technology or know-how developed from
the research and development activities conducted under the cost-
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sharing agreement, such royalty or payments shall be deemed to be
income of that person that is derived from Singapore for the year of
assessment which relates to the basis period in which he becomes
entitled to the royalty or payments.

[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(5) In this section —

“concessionary income” means income that is subject to tax at a
concessionary rate of tax;

“concessionary rate of tax” has the same meaning as in
section 14C;

“cost-sharing agreement” means any agreement or arrangement
made by 2 or more persons to share the expenditure of
research and development activities to be carried out under
the agreement or arrangement;

[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

“normal income” means income that is subject to tax at the rate
of tax specified in section 43(1)(a);

“specified amount”, in relation to any expenditure or payments,
means an amount computed in accordance with the formula

B
A X —
C’

where A is the amount of the expenditure or payments;
B is the rate of tax specified in section 43(1)(a); and
Cis—
(a) in a case where the concessionary income
derived by the person from the trade or

business carried on by him is subject to tax at
a single concessionary rate of tax, that rate; or

(b) in a case where the concessionary income
derived by the person from the trade or
business carried on by him is subject to tax at
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2 or more concessionary rates of tax, the higher
or highest of those rates.

[34/2008 wef Y/4 2009 & Sub Ys/A]
[29/2010 wef Y/A 2011 & Sub Ys/A]

Enhanced deduction for qualifying expenditure on research
and development

14DA.—(1) Subject to this section, for the purpose of ascertaining
the income of a person carrying on any trade or business during the
basis period for any year of assessment between the year of
assessment 2009 and the year of assessment 2015 (both years
inclusive), there shall be allowed in respect of all his trades and
businesses, in addition to the deductions allowed under section 14D, a
deduction for expenditure or payments for research and development
undertaken by him, of an amount computed in accordance with the
following formula:

(U + V) x 50%,

U is the amount of qualifying expenditure incurred
during the basis period on any local research and
development undertaken directly by the person,
including on that part undertaken in Singapore of
any mixed research and development undertaken
directly by that person, but excluding any capital
expenditure on plant, machinery, land or buildings or
on alterations, additions or extensions to buildings or
in the acquisition of rights in or arising out of research
and development; and

V is the aggregate of the following:

(a) the amount referred to in subsection (2A) of
payments made during the basis period by the
person to a research and development
organisation for undertaking local research and
development on his behalf, including for that part
undertaken in Singapore of any mixed research

Informal Consolidation — version in force from 28/6/2013



2008 Ed.

(b)

Income Tax Car. 134 246

and development that is undertaken by a research
and development organisation on his behalf; and

the amount referred to in subsection (2A) of
payments made during the basis period (being the
basis period for any year of assessment between
the year of assessment 2012 and the year of
assessment 2015 (both years inclusive)) by the
person under a cost-sharing agreement
(excluding any payment made by him for the
right to become a party to the cost-sharing
agreement) —

(1) for any local research and development; or

(i1) for that part of any mixed research and
development that is wundertaken in
Singapore,

regardless of who undertakes the research and
development so long as it is undertaken wholly or
partly for himself or on his behalf.

[Act 29 of 2012 wef Y/A 2009 & Sub Ys/A]
[22/2011 wef 01/01/2009]

(2) Subject to this section, for the purpose of ascertaining the
income of a person carrying on any trade or business during the basis
period for any year of assessment between the year of assessment
2011 and the year of assessment 2015 (both years inclusive), there
shall be allowed in respect of all his trades and businesses, in addition
to the deductions allowed under subsection (1) and section 14D, a
deduction for expenditure or payments for research and development
undertaken by him, of —

(a) an amount computed in accordance with the formula

[(U + V) x 250%] + [(W 4 X) x 300%]

Informal Consolidation — version in force from 28/6/2013



247

Car. 134

Income Tax 2008 Ed.

(b) if the aggregate of U, V, W and X exceeds the specified

amount for the year of assessment, an amount computed in
accordance with the formula

(Y x 250%) + (Z x 300%),

where U and V have the same meanings as in subsection (1);

Y

X

is the amount of qualifying expenditure incurred
during the basis period on any foreign research
and development undertaken directly by the
person, including on that part undertaken outside
Singapore of any mixed research and development
undertaken directly by that person, but excluding
any capital expenditure on plant, machinery, land
or buildings or on alterations, additions or
extensions to buildings or in the acquisition of
rights in or arising out of research and
development;

1s the aggregate of the following:

(a) the amount referred to in subsection (2A) of
payments made during the basis period by the
person to a research and development
organisation for undertaking any foreign
research and development on his behalf,
including for that part undertaken outside
Singapore of any mixed research and
development that is wundertaken by a

research and development organisation on
his behalf; and

(b) the amount referred to in subsection (2A) of
payments made during the basis period (being
the basis period for any year of assessment
between the year of assessment 2012 and the
year of assessment 2015 (both years
inclusive)) by the person under a cost-
sharing agreement (excluding any payment
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made by him for the right to become a party to
the cost-sharing agreement) —

(1) for any foreign research and
development; or

(i1) for that part of any mixed research and
development that is undertaken outside
Singapore,

regardless of who undertakes the research and
development so long as it is undertaken
wholly or partly for himself or on his behalf;

Y is the whole or any part of the sum of U and V

which the person has elected for inclusion in the
computation of the deduction wunder this
paragraph, which when aggregated with Z does
not exceed the specified amount; and

is the whole or any part of the sum of W and X
which the person has elected for inclusion in the
computation of the deduction under this
paragraph, which when aggregated with Y does
not exceed the specified amount.

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]
[22/2011 wef Y/A 2011 & Sub Ys/A]

(2A) The amount of any of the payments in the definitions of V and
X in subsections (1) and (2) is —

(a) ifmore than 60% of all the payments made during the basis
period to the research and development organisation or
under the cost-sharing agreement to which the definition
applies are qualifying expenditure, the actual amount of the
qualifying expenditure; or

1n all other cases, o of all such payments,
b) 1in all oth 60% of all such

and where there is more than one research and development
organisation or cost-sharing agreement, the aggregate of all the
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amounts computed in this manner of the payments to every
organisation or under every agreement.
[Act 29 of 2012 wef Y/A 2009 & Sub Ys/A]

(2B) In subsections (1) and (2) —

“foreign research and development” means research and
development that is undertaken outside Singapore, and that
is related to the trade or business of the first-mentioned
person in subsection (1);

“local research and development” means research and
development that is undertaken in Singapore;

“mixed research and development” means research and
development that is undertaken partly in Singapore and
partly outside Singapore, and that is related to the trade or
business of the first-mentioned person in subsection (1) or
(2), as the case may be.

[Act 29 of 2012 wef Y/A 2009 & Sub Ys/A]
(3) The election under subsection (2)(b) shall be made at the time of

lodgment of the return of income for the year of assessment or within

such further time as the Comptroller may, in his discretion, allow.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(4) The specified amount referred to in subsection (2)(b) 1s —
(a) for the year of assessment 2011, $800,000;

(b) for the year of assessment 2012, the balance after
deducting from $800,000 the subsection (2) amount for
the year of assessment 2011;

(c) for the year of assessment 2013, $1,200,000;

(d) for the year of assessment 2014, the balance after
deducting from $1,200,000 the subsection (2) amount for
the year of assessment 2013; or

(e) for the year of assessment 2015, the balance after
deducting from $1,200,000 the subsection (2) amount for
the year of assessment 2013 and the subsection (2) amount

for the year of assessment 2014.
[22/2011 wef Y/A 2011 & Sub Ys/A]
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(5) In subsection (4) —

(a) the amount under paragraph (a) of that subsection shall be
substituted with “$400,000” if the person does not carry on
any trade or business during the basis period for the year of
assessment 2012;

(b) the balance under paragraph (b) of that subsection shall be
substituted with “$400,000” if the person does not carry on
any trade or business during the basis period for the year of
assessment 2011;

(c) ifthe person does not carry on any trade or business during
the basis period for any one year of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the references to “$1,200,000” in
the paragraphs of that subsection applicable to the other 2
years of assessment shall be substituted with “$800,000”;

(d) ifthe person does not carry on any trade or business during
the basis periods for any 2 years of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the reference to “$1,200,000” in the
paragraph of that subsection applicable to the remaining
year of assessment shall be substituted with “$400,000”;
and

(e) for the avoidance of doubt, no deduction shall be made

from the substituted amount in subsection (4)(d) or (e) of

the subsection (2) amount for the year of assessment 2013

if the person does not carry on any trade or business during

the basis period for that year of assessment, and no

deduction shall be made from the substituted amount in

subsection (4)(e) of the subsection (2) amount for the year

of assessment 2014 if the person does not carry on any

trade or business during the basis period for that year of
assessment.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(6) For the purposes of subsections (4) and (5), “subsection (2)

amount”, in relation to a year of assessment, means —
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(a) if the deduction allowed under subsection (2) for that year
of assessment 1s the amount referred to in
subsection (2)(a), the aggregate of U, V, W and X
referred to in that subsection; or

(b) if the deduction allowed under subsection (2) for that year
of assessment 1is the amount referred to in
subsection (2)(b), the aggregate of Y and Z referred to in
that subsection.

[22/2011 wef Y/A 2011 & Sub Ys/A]
(7) For the purpose of subsection (2)(b), where an individual
carrying on a trade or business through 2 or more firms (excluding
partnerships) has, during the basis period for any year of assessment
between the year of assessment 2011 and the year of assessment 2015
(both years inclusive), incurred qualifying expenditure or made
payments in respect of such firms entitling him to a deduction under
subsection (2), the deduction that may be allowed to him for those
expenditure or payments in respect of all his trades and businesses
shall not exceed the amount computed in accordance with
subsection (2)(b) for that year of assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(8) For the purpose of subsection (2)(b), where a partnership
carrying on a trade or business has, during the basis period for any
year of assessment between the year of assessment 2011 and the year
of assessment 2015 (both years inclusive), incurred qualifying
expenditure or made payments entitling the partners of the
partnership to a deduction under subsection (2), the aggregate of
the deductions that may be allowed to all the partners of the
partnership for the expenditure or payments in respect of all the trades
and businesses of the partnership shall not exceed the amount
computed in accordance with subsection (2)(b) for that year of
assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(9) Section 14D(4) and (5) shall apply in relation to the deduction
for expenditure and payments for which a deduction is allowed under
subsection (1) or (2) for research and development that is not related
to the trade or business carried on by the person, as they apply in
relation to the deduction for the expenditure and payments referred to
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in section 14D(1)(aa), (c¢) and (f), subject to the following
modifications:

(a)

(b)

where

a reference to the amount of the expenditure or payments
(after deducting any amount in respect of which an election
for a cash payout has been made under section 37I) in
section 14D(4) is a reference to the remaining amount of
the deduction under subsection (1) or (2) (as the case may
be) after deducting the amount of the deduction under that
subsection that corresponds to the qualifying expenditure
or payments in respect of which an election for a cash
payout has been made under section 371,

a reference to the specified amount of the expenditure or
payments is a reference to an amount computed in
accordance with the formula

B
A X —
C’

A is the remaining amount of the deduction under
subsection (1) or (2) (as the case may be) after
deducting the amount of the deduction under that
subsection that corresponds to the qualifying
expenditure or payments in respect of which an
election for a cash payout has been made under
section 37I;

B is the rate of tax specified in section 43(1)(a); and
Cis—
(1) in a case where the concessionary income derived
by the person from the trade or business carried on

by him is subject to tax at a single concessionary
rate of tax, that rate; or

(i1) in a case where the concessionary income derived
by the person from the trade or business carried on
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by him is subject to tax at 2 or more concessionary
rates of tax, the higher or highest of those rates.

[22/2011 wef Y/A 2011 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(10) No deduction shall be allowed to a company under
subsection (2) for any year of assessment if a deduction for any
expenditure has been allowed under section 37G for that year of
assessment.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(11) In this section —

“consumables” means any materials or items used in the
research and development which, upon such use, are
consumed or transformed in such a manner that they are no
longer useable in their original form, but does not include
utilities;

“cost-sharing agreement” means any agreement or arrangement
made by 2 or more persons to share the expenditure of
research and development activities to be carried out under
the agreement or arrangement;

[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

“qualifying expenditure” means any expenditure attributable to
the research and development that is incurred on —

(a) staff costs;
(b) consumables; or

(c) such other matter as the Minister may prescribe by
regulations;

“staff costs” means any salary, wages and other benefits paid or
granted in respect of employment (excluding director’s fees),
whether in money or otherwise, to any employee for carrying
out the research and development, and includes —

(a) expenses incurred for training or certifying the
employee for the purpose of carrying out the
research and development; and
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(b) such other expenses as may be prescribed.
[22/2011 wef Y/A 2009 & Sub Ys/A]

(12) In this section —

(a) a reference to a person undertaking research and
development includes —

(1) a reference to a research and development
organisation undertaking research and development
on his behalf; and

(i) for any year of assessment between the year of
assessment 2012 and the year of assessment 2015
(both years inclusive), a reference to any person
undertaking research and development under a cost-
sharing agreement of which the first-mentioned
person is a party, so long as the research and
development is undertaken wholly or partly for the
first-mentioned person or on his behalf; and

(b) a reference to any expenditure or payment excludes any
such expenditure or payment to the extent that it is or is to
be subsidised by grants or subsidies from the Government

or a statutory board.
[Act 29 of 2012 wef Y/A 2009 & Sub Ys/A]

Further deduction for expenditure on research and
development project

14E.—(1) Subject to this section, where the Comptroller is satisfied
that —

(a) a person carrying on any trade or business has incurred
expenditure in undertaking directly by himself, or in
paying a research and development organisation to
undertake on his behalf, an approved research and
development project in Singapore which is related to that
trade or business;

[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

(aa) a person carrying on any trade or business has incurred
during the basis period for any year of assessment between

the year of assessment 2009 and the year of assessment
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2015 (both years inclusive) expenditure in undertaking
directly by himself, or in paying a research and
development organisation to undertake on his behalf, an
approved research and development project in Singapore

which is not related to that trade or business; or
[Act 34/2008, wef Y/A 2009 & Sub Ys/A]

[29/2010 wef 22/11/2010]

(b) a research and development organisation has incurred
expenditure in undertaking an approved research and
development project in Singapore and no deduction
under this section has been allowed to another person in
respect of any expenditure for that project or for another
project of which that project forms a part,

there shall be allowed to that person or research and development
organisation a further deduction of the amount of such expenditure in
addition to the deduction allowed under section 14, 14D or 14DA, as

the case may be.
[28/80; 3/89; 37/2002]

[34/2008, wef Y/A 2009 & Sub Ys/A]
(2) The Minister or such person as he may appoint may —

(a) specify the maximum amount of the expenditure (or any
item thereof) incurred to be allowed under subsection (1);

(b) 1mpose such conditions as he thinks fit when approving the
research and development project; and

(c) specify the period or periods for which deduction is to be
allowed under this section.
[7/2007]
(3) No deduction shall be allowed under this section in respect of
any expenditure which is not allowed under section 14 or 14D.

(3A) The total amount of deduction allowed under this section and
sections 14, 14D and 14DA in respect of any expenditure incurred by
a person for an approved research and development project in

Singapore shall not exceed 200% of such expenditure incurred.
[34/2008, wef Y/A 2009 & Sub Ys/A]
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(3AA) No deduction shall be allowed to any person under this
section in respect of any expenditure for which a deduction has been

allowed under section 14DA(2).
[22/2011 wef Y/A 2011 & Sub Ys/A]

[29/2010 wef Y/A & Sub Ys/A]

(3B) Section 14D(4) and (5) shall apply in relation to the deduction
of the expenditure and payments referred to in subsection (1)(aa), as
they apply in relation to the deduction of the expenditure and
payments referred to in section 14D(1)(aa), (¢) and (f), subject to the
following modifications:

(a) areference to the amount of the expenditure or payments is
a reference to the amount of deduction that would have
been allowed under this section for the expenditure or
payments referred to in subsection (1)(aa) but for this
subsection;

(b) a reference to a specified amount of the expenditure or
payments is a reference to an amount computed in
accordance with the following formula:

B
A X —
C Y
where A is the amount of the deduction referred to in
paragraph (a);
B is the rate of tax specified in section 43(1)(a); and
Cis—

(1) in a case where the concessionary income (as
defined in section 14D(5)) derived by the
person from the trade or business carried on
by him is subject to tax at a single
concessionary rate of tax, that rate; or

(i) in a case where the concessionary income
derived by the person from the trade or business
carried on by him is subject to tax at 2 or more
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concessionary rates of tax, the higher or highest
of those rates.

[34/2008, wef Y/A 2009 & Sub Ys/A]
[Act 29 of 2012 wef Y/4 2012 & Sub Ys/A]

(3C) No research and development project may be approved under
this section after 31st March 2015.

[Act 29 of 2012 wef 18/12/2012]

(4) In this section, “approved” means approved by the Minister or

such person as he may appoint.
[3/89; 37/2002]

Management expenses of investment companies

14F.—(1) Subject to this section, for the purpose of ascertaining
the income for the basis period for any year of assessment of an
approved investment company, there shall be allowed as a deduction
any expenses for the management of its investments paid to any
person who is a resident of or has a permanent establishment in
Singapore and the amount of the deduction shall be ascertained by the
formula

A xB
2C

where A is the total expenses for the management of its
investments paid for that basis period;

B is the total interest and dividends chargeable to tax in
that basis period; and

C is the total investment income (whether chargeable to
tax or not) for that basis period.
[1/82]

(2) The deduction allowed under this section for any year of
assessment shall not exceed the total interest and dividends
chargeable to tax of the approved investment company in the basis
period for that year of assessment.
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(3) This section shall not apply to any investment company which
has been approved under section 10A or any unit trust which has been
approved under section 10B or any unit trust designated under
section 35(14).

[3/89; 23/90; 32/95]

(4) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“investment company” means any company whose business
consists wholly or mainly in the making of investments and
the principal part of whose income is derived therefrom, and
includes any unit trust.

14G. [Repealed by Act 21/2003]

Expenditure on building modifications for benefit of disabled
employees

14H.—(1) Subject to subsections (2) and (3), where any person
being the owner or lessee of any premises and carrying on a trade,
business or profession at those premises has incurred approved
expenditure on any addition or alteration to those premises for the
purpose of facilitating the mobility or work of any disabled employee,
there shall, in ascertaining the income of that person for the basis
period during which the expenditure was incurred, be allowed as a
deduction an amount equal to that expenditure.
[1/90]
(2) Where any person has been allowed a deduction under
subsection (1), no deduction shall be allowed under any other
provision of this Act in respect of the expenditure for which the
deduction was allowed.

(3) Where a person has been allowed a deduction or deductions
under this section amounting to $100,000, whether for one or more
years of assessment, no further deduction shall be allowed to that
person under this section.

(4) In this section, “approved” means approved by the Minister or
such person as he may appoint.
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Provisions by banks and qualifying finance companies for
doubtful debts and diminution in value of investments

141.—(1) Subject to this section, for the purpose of ascertaining the
income for the basis period for any year of assessment of a bank or
qualifying finance company, there shall be allowed as a deduction an
amount in respect of the provision for doubtful debts arising from its
loans and the provision for diminution in the value of its investments
in securities, made in that basis period.

[2/92; 28/96]

(2) Where in the basis period for any year of assessment —

(a) any amount of the provisions is written back, that amount
shall be treated as having been allowed as a deduction
under this section and shall be deemed to be a trading
receipt of the bank or qualifying finance company for that
basis period,

(b) the bank or qualifying finance company permanently
ceases to carry on business in Singapore, any provisions
in the account of the bank or qualifying finance company
as at the date of the cessation shall be deemed to be a
trading receipt of the bank or qualifying finance company
for that basis period.

[28/96]

(3) The total amount deemed as trading receipts under

subsection (2) shall not exceed the total amount of all deductions
previously allowed under this section.

(4) Where in a scheme of amalgamation involving 2 or more banks
or finance companies whereby the whole or substantially the whole of
the undertaking of any bank or finance company is transferred to
another bank or finance company, the Minister may, if he thinks fit
and on such conditions as he may impose, by order declare that any
provisions in the account of the transferor bank or transferor finance
company which have been transferred to the transferee bank or
transferee finance company shall not be deemed under
subsection (2)(b) to be a trading receipt of the transferor bank or
transferor finance company; and the provisions so declared shall for
the purposes of this section be treated as having been allowed to the
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transferee bank or transferee finance company as a deduction under
this section.
[28/96]
(5) Subject to subsection (6), the total amount of the provisions to
be allowed as a deduction under this section for any year of
assessment shall not exceed the lowest of —

(a) 25% of the qualifying profits for the basis period for that
year of assessment;

(b) '/,% of the prescribed value of the loans and investments in
securities in the basis period for that year of assessment; or

(¢) 3% of the prescribed value of the loans and investments in
securities in the basis period for that year of assessment,
less the total amount of all deductions previously allowed
under this section which have not been deemed to be
trading receipts under subsections (2) and (3).

[32/95; 1/98; 32/99]
(6) No deduction shall be allowed for any year of assessment —

(a) where there are no qualifying profits in the basis period for
that year of assessment; or

(b) where the total amount of all deductions previously
allowed under this section, which have not been deemed
to be trading receipts under subsections (2) and (3), is in
excess of 3% of the prescribed value of the loans and
investments in securities for the relevant basis period for
that year of assessment.

[1/98; 32/99]
(7) In this section —

“bank” means a bank licensed under the Banking Act (Cap. 19)
or a merchant bank approved by the Monetary Authority of
Singapore;

“capital funds” has the same meaning as in the Finance
Companies Act (Cap. 108);

“loan” means any loan, advance or credit facility made or
granted by a bank or qualifying finance company, including
an overdraft except for —
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(a) loans to and placements with financial institutions in
Singapore or any other country;

(b) loans to the Government of Singapore or the
government of any other country;

(¢) loans to and placements with the Monetary Authority
of Singapore or the central bank or other monetary
authority of any other country;

(d) loans to statutory bodies or corporations guaranteed
by the Government of Singapore or the government
of any other country; and

(e) such other loans or advances as may be prescribed;

“prescribed value of loans and investments in securities”, in

relation to the basis period for any year of assessment, means
the value (ascertained in such manner as the Comptroller may
determine) of the loans and investments in securities
(excluding any loan or investment in respect of which any
deduction has been allowed under any other section of this
Act) as at the last day of each month in that basis period
added together and divided by the number of months in that
basis period;

“provisions” means the provision for doubtful debts arising from

the loans of a bank or qualifying finance company and the
provision for diminution in the value of its investments in
securities;

“qualifying finance company” means a company licensed under

the Finance Companies Act (Cap. 108) to carry on financing
business which has, in the basis period for any year of
assessment for which the deduction under this section is first
allowed, capital funds of not less than $50 million and a
capital adequacy ratio of not less than 12% as determined
under that Act;

“qualifying profit” means the net profit (excluding any

extraordinary gain which is not subject to tax) as shown in
the audited accounts of the bank or qualifying finance
company before deducting provision for taxation, tax paid,
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any extraordinary loss not allowed as a deduction, provision
for doubtful debts arising from loans and provision for
diminution in value of investments in securities;

“securities” means —

(a)

(b)

(©)

(d)

(e)

debentures, stocks, shares, bonds or notes
excluding —

(1) those issued or guaranteed by the Government
of Singapore or the government of any other
country; and

(11) stocks and shares held by a bank or qualifying
finance company and issued by any company in
which 5% or more of the total number of its
issued shares are beneficially owned, directly
or indirectly, by the bank or qualifying finance
company at any time during the basis period for
the relevant year of assessment;

any right or option in respect of any debentures,
stocks, shares, bonds or notes referred to in

paragraph (a);
[Act 29/2010 wef Y/A 2011 & Sub Ys/A:2010-ACT-29]
units in any unit trust within the meaning of

section 10B;
[Act 29/2010 wef Y/A 2011 & Sub Ys/A:2010-ACT-29]

[28/96, 34/2005]

units in a registered business trust within the meaning
of section 36B;

[Act 29/2010 wef Y/A 2011 & Sub Ys/A:2010-ACT-29]
any right or option in respect of any unit in a
registered business trust within the meaning of
section 36B; or

[Act 29/2010 wef Y/A 2011 & Sub Ys/A:2010-ACT-29]
units in a real estate investment trust within the

meaning of section 43(10).
[Act 29/2010 wef Y/A 2011 & Sub Ys/A:2010-ACT-29]
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Further deduction for expenditure on research and
development of new financial activities

14J.—(1) Subject to this section, where the Comptroller is satisfied

that the

following expenses have been incurred by a financial

institution, there shall be allowed a further deduction of the amount of
such expenses in addition to the amount allowed under section 14 —

(a)

(b)

(c)

(d)

salary, wages and other benefits paid or granted in respect
of employment (excluding director’s fees), whether in
money or otherwise, to an approved employee engaged in
the research and development of any approved new
financial activity;

legal expenses, excluding expenses incurred in respect of
litigation, which, in the opinion of the Comptroller, are
directly attributable to the research and development of
any approved new financial activity;

expenses incurred in respect of any approved course of
instruction or training conducted in Singapore by an
approved employee; and

fees and other benefits paid or granted under or arising out
of a contract for financial consultancy services, whether in
money or otherwise, to an approved consultant engaged in
the research and development of any approved new
financial activity, where —

(1) the contract is for a period of not less than 6 months;
and

(i1) the approved consultant is not absent from Singapore
for more than 30 days in the aggregate during the

period of the contract.
[28/92; 26/93; 32/95]

(2) The maximum amount of expenses to be allowed under
subsection (1) to any financial institution in the basis period for

any year

of assessment shall not exceed 30% of such amount as

would have been the statutory income of the financial institution for

that year

of assessment had the further deduction not been allowed.
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(3) Any expenses in excess of the amount allowed under
subsection (2) shall not be carried forward to any subsequent year
of assessment.

(4) The Minister or such person as he may appoint may —

(a) approve any financial institution for such period not
exceeding 5 years as he may specify and such approval
may be extended for further periods not exceeding 5 years
at a time; and

(b) impose such conditions as he thinks fit when approving the
institution, employee or new financial activity and may
specify the period or periods for which deduction is to be
allowed under this section.

(5) No deduction shall be allowed to a financial institution in
respect of any expenses which are not allowed as a deduction under
section 14.

(5A) No approval or extension of approval shall be granted under

this section on or after 1st January 2010.
[27/2009 wef 01/01/2010]

(6) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“financial institution” means a bank, merchant bank, securities
dealer, investment adviser or futures broker which is
approved for the purposes of this section;

“new financial activity” means a new or innovative financial
activity or instrument which falls within the following
categories of activities or instruments:

(a) derivatives trading including share options, currency
options and interest rate options;

(b) swap transactions excluding plain vanilla swaps;
(c) technical trading computer systems and software;

(d) risk  management services which employ
sophisticated hedging techniques and instruments;
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(e) development of synthetic securities and instruments
linked to derivatives;

(f) research on foreign securities; and

(g) such other category of activities or instruments as
may be prescribed.

Further or double deduction for overseas investment
development expenditure

14K.—(1) Where the Comptroller is satisfied that —

(a) any investment development expenditure for the carrying
out of an approved investment project overseas; or

(b) [Deleted by Act 22/2011 wef 01/04/2011]

has been incurred by an approved firm or company resident in
Singapore and carrying on business in Singapore, there shall be
allowed —

(1) where such expenditure is allowable as a deduction under
section 14, a further deduction of the amount of such
expenditure in addition to the deduction allowed under that
section; and

[22/2011 wef 01/04/2011]

(i1) where such expenditure is not allowable as a deduction

under section 14, a deduction equal to twice the amount of

such expenditure.
[22/2011 wef 01/04/2011]

[26/93]
(1A) For the purposes of subsection (1) —

(a) the firm or company need not be an approved firm or
approved company to be allowed a deduction under that
subsection in respect of expenditure incurred at any time
from 1st April 2012 to 31st March 2016 (both dates
inclusive) that is directly attributable to the carrying out of
any study to identify investment overseas; and

(b) the firm or company need not seek approval for the
investment project to which the expenditure relates,
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provided that the aggregate of —
(1) the expenditure for which the deduction is so allowed; and

(i1) the expenses for which a deduction is allowed to the firm or
company under section 14B(2A),

does not exceed $100,000 for each year of assessment.
[Act 29 of 2012 wef 01/04/2012]

(2) The Minister or such person as he may appoint may —

(a) specify the maximum amount of investment development
expenditure for the carrying out of an approved investment
project overseas (or any item thereof) to be allowed under
subsection (1), other than expenditure that is the subject of

a claim for deduction under subsection (1A); and
[22/2011 wef 01/04/2011]

[Act 29 of 2012 wef 01/04/2012]

(b) 1mpose such conditions as he thinks fit when approving the
investment project for which the deduction is to be allowed
under this section.

[22/2011 wef 01/04/2011]

(3) No deduction shall be allowed under this section in respect of —

(a) travelling, accommodation and subsistence expenses or
allowances for —

(1) more than 2 employees taking part in any study to
identify investment overseas; or

(i) more than the approved number of employees taking
part in any feasibility or due diligence study on any
approved investment overseas;

[Act 29 of 2012 wef 01/04/2012]
(b) any expenditure incurred during the basis period for a year
of assessment by a firm or company if —

(1) any part of its income for that year of assessment is
exempt or partly exempt from tax under section 13A,
13F, 13S or 13V;

(11) any part of its income for that year of assessment is
subject to tax at a concessionary rate of tax under
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section 43C, 43E, 43G, 43J, 43P, 43Q, 43W, 43ZA,
437ZB, 43ZC or 43ZF or the regulations made
thereunder; or

(111) 1t is given tax relief under Part II, III or IIIB of the
Economic Expansion Incentives (Relief from
Income Tax) Act (Cap. 86) for that year of
assessment, or is given an investment allowance
under Part X of that Act for that year of assessment;
and
[Act 29 of 2012 wef 01/04/2012]
(c) any expenditure to the extent it is or is to be subsidised by a
grant or subsidy from the Government or a statutory board.
[Act 29 of 2012 wef 01/04/2012]
(4) Subject to subsection (5), as soon as any amount of deduction is
allowed to any company under subsection (1), a sum equal to the
amount of the expenditure incurred by the company which qualified
for the deduction under subsection (1) shall be credited to an account
(referred to in this section as the further deduction account) to be kept

by the company for the purposes of this section.
[22/2011 wef 01/04/2011]

[21/2003]

(5) Where the company is a transferor company within the meaning
of section 37C(19) and where any amount of further deduction
allowed under this section is transferred to a claimant company as
part of the loss specified under section 37C(14)(b) —

(a) the sum transferred shall not be credited to the further
deduction account to be kept by the transferor company;

(b) for the purposes of this section, upon the transfer of the
sum under paragraph (@), the sum transferred shall be
credited to the further deduction account to be kept by the
claimant company; and

(c) in relation to the sum transferred under paragraph (a),

subsection (6) shall apply to the claimant company.
[21/2003]

(6) Section 14B(7) to (10) shall apply, with the necessary
modifications, to any company to which a deduction is allowed
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under subsection (1) and, in relation to a deduction allowed to any
company under subsection (1)(ii), the references to further deduction
in those subsections shall be read as references to a deduction of a
sum equal to the amount of the expenditure incurred by the company
which qualified for the deduction under subsection (1)(ii).
[22/2011 wef 01/04/2011]
(7) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“investment development expenditure” means expenses directly
attributable to the carrying out of —

(a) any study to identify investment overseas; and

(b) any feasibility or due diligence study on any
approved investment overseas;
[22/2011 wef 01/04/2011]
(8) No approval shall be granted under this section after 31st March

2016.
[22/2011 wef 01/04/2011]

Further deduction for expenses incurred in relocation or
recruitment of overseas talent

14L. The Minister may by regulations provide that, for the purpose
of ascertaining the income of any person or class of persons carrying
on a trade, profession or business, there shall be allowed to such
person or class of persons a further deduction, in addition to the
deduction allowed under section 14, of any prescribed expenses
incurred in relocating or recruiting any prescribed employee from
outside Singapore to be employed in Singapore by the person or class

of persons.
[31/98]

Deduction for hotel refurbishment expenditure

14M.—(1) Where any person carrying on a hotel trade or business
at any hotel premises proposes to carry out a project for any
refurbishment of the hotel premises, he may apply to the Minister, or
such person as he may appoint, on or before 30th June 2003 for that
project (which shall be completed on or before 30th June 2006) to be
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approved for the purposes of claiming a deduction under this section

in respect of expenditure incurred by him on the refurbishment
project.

[21/2003]

(2) Where the Minister, or such person as he may appoint, considers

it expedient in the public interest to do so, he may approve the

refurbishment project subject to such terms and conditions as he may
impose.

[32/99]

(3) Every approval given under this section shall specify —

(a) the qualifying period during which the approved
refurbishment project is to be carried out;

(b) the qualifying expenditure and the maximum amount
thereof to be allowed as a deduction under this section; and

(c) apercentage, exceeding 100% but not exceeding 150%, of
the qualifying expenditure to be allowed as a deduction
under this section.

[32/99]
(4) Where in the basis period for any year of assessment the person
has incurred any qualifying expenditure on the approved
refurbishment project, he shall be allowed, on due claim, for a
period of 5 years (consecutive or otherwise) a deduction against the
income from his hotel trade or business computed in accordance with
subsection (5).
[32/99]
(5) The amount of deduction under subsection (4) for any year of
assessment shall be ascertained by the formula

A XxB
5 )

where A is the percentage referred to in subsection (3)(c);
and

B is the amount of qualifying expenditure incurred.

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 270

(6) No deduction shall be allowed under this section in respect of —

(a) any expenditure which is not incurred during the
qualifying period referred to in subsection (3)(a);

(b) any expenditure which was incurred before 1st July 1998;
and

(c) any year of assessment relating to any basis period during
which the hotel premises are not used for the purposes of a
hotel trade or business of the person who incurs the
qualifying expenditure.

[32/99]
(7) Where any person has been allowed a deduction under this
section in respect of any qualifying expenditure, no deduction shall
be allowed under any other provision of this Act in respect of the
expenditure for which the deduction was allowed.
[32/99]
(8) Subject to subsection (9), as soon as a deduction is allowed
under this section to a company resident in Singapore, an amount
(referred to in this section as further deduction) computed in
accordance with the formula

AxB-—B
5 Y

shall be credited to an account (referred to in this section as further
deduction account) to be kept by the company for the purposes of this
section, where A and B have the same meanings as in subsection (5).
[21/2003]
(9) Where the company is a transferor company within the meaning
of section 37C(19) and where any amount of further deduction
allowed under this section is transferred to a claimant company as

part of the loss specified under section 37C(14)(b) —

(a) the sum transferred shall not be credited to the further
deduction account to be kept by the transferor company;

(b) for the purposes of this section, upon the transfer of the
sum under paragraph (a), the sum transferred shall be
credited to the further deduction account to be kept by the
claimant company; and
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(c) in relation to the sum transferred under paragraph (a),
subsections (10) to (17) and (23) shall apply to the claimant
company.

[21/2003]
(10) Where for any year of assessment the further deduction
account of the company is in credit, the company shall —

(a) debit from that account such amount as would have been
the chargeable income had the further deduction not been
allowed or the amount of the credit in that account,
whichever i1s the less; and

(b) credit the amount debited under paragraph (a) to an
account to be called a tax exempt account which shall be
kept by the company for the purposes of this section,

and any remaining balance in the further deduction account shall be
carried forward to be used by the company in the first subsequent year
of assessment when the company has chargeable income had the
further deduction not been allowed, and so on for subsequent years of
assessment until the credit in the further deduction account has been
fully used.
[21/2003]
(11) Where the tax exempt account is in credit at the date on which
any dividends are paid by the company out of the amount credited to
that account, an amount equal to those dividends or to that credit,
whichever is the less, shall be debited to the tax exempt account.
[21/2003]
(12) So much of the amount of any dividends so debited to the tax
exempt account as is received by a shareholder of the company shall,
if the Comptroller is satisfied with the entries in the account, be
exempt from tax in the hands of the shareholder.
[21/2003]
(13) Any dividends debited to the tax exempt account shall be
treated as having been distributed to the shareholders of the company
or any particular class of the shareholders in accordance with the

proportion of their shareholdings in the company.
[21/2003]
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(14) Where an amount of dividends exempt from tax under this
section has been received by a shareholder, if that shareholder is a
company, any dividends paid by that company to its shareholders, to
the extent that the Comptroller is satisfied that those dividends are
paid out of that amount, shall be exempt from tax in the hands of those
shareholders.

[21/2003]

(15) Notwithstanding subsections (12) and (14), no dividend paid
on any share of a preferential nature shall be exempt from tax under
this section in the hands of the shareholder.

[21/2003]

(16) Section 44 shall not apply to any dividends or part thereof
which are exempt from tax under this section.

[21/2003]

(17) The company shall deliver to the Comptroller a copy of the tax
exempt account made up to any date specified by him whenever
called upon to do so by notice in writing.

[21/2003]

(18) During the qualifying period referred to in subsection (3)(a) or
within 5 years after the date of completion of the approved
refurbishment project, a person who has been allowed any
deduction under this section shall not, without the written approval
of the Minister or such person as he may appoint —

(a) sell, lease out or otherwise dispose of any asset in respect
of which a deduction has been allowed under this section;

(b) cease to use the hotel premises or any part thereof for his
hotel trade or business; or

(c) sell, lease out or otherwise dispose of the hotel premises or

any part thereof.
[32/99]
(19) Where any of the events referred to in subsection (18) occurs in
the basis period for any year of assessment, the person shall be
deemed to have derived an amount of income for that year of
assessment equal to the total amount of deduction which has been
allowed under this section in respect of the assets or any part of the

hotel premises to which the event relates.
[32/99]
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(20) Notwithstanding subsection (19), the Minister or such person
as he may appoint may, subject to such terms and conditions as he
may impose and upon any application by the person deemed to have
derived income under that subsection, reduce the amount of income
so deemed.

[32/99]

(21) Where any deduction allowed under this section is in respect of
any capital expenditure incurred by a person on any machinery or
plant and where at any time after 5 years from the date of completion
of the approved refurbishment project any of the events referred to in
section 20(1) occurs in respect of that machinery or plant,
section 20(1) to (3) shall apply, with the necessary modifications,
and a balancing allowance or a balancing charge shall be made to or,
as the case may be, on that person for the year of assessment in the
basis period for which that event occurs.

[32/99]

(22) For the purposes of subsection (21) —

(a) any reference in section 20(1) to allowances made under
section 19 or 19A shall be read as a reference to a
deduction allowed under this section;

(b) the amount of the capital expenditure on the provision of
the machinery or plant still unallowed as at the time of the
occurrence of the event shall be ascertained by the formula

CxD
5 )

C

where C is the amount of capital expenditure incurred on the
provision of the machinery or plant; and

D is the number of years of assessment for which any
deduction has been allowed under this section in
respect of that capital expenditure; and

(¢) notwithstanding anything in section 20(3), in no case shall
the amount on which a balancing charge is made on a
person exceed an amount computed in accordance with the
formula
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CxD
5 )

where C and D have the same meanings as in paragraph (b).

[32/99]

(23) Where it appears to the Comptroller that in any year of
assessment —

(a) any deduction allowed under this section; or

(b) any dividend exempted in the hands of any shareholder
under this section,

ought not to have been so allowed or exempted, as the case may be,
the Comptroller may, in the year of assessment or within 6 years (if
the year of assessment is 2007 or a preceding year of assessment) or 4
years (if the year of assessment is 2008 or a subsequent year of
assessment) after the expiration thereof —

(1) make such assessment or additional assessment upon the
company or any such shareholder as may be necessary in
order to make good any loss of tax; or

(i1) direct the company to debit its tax exempt account with

such amount as the circumstances require.
[32/99; 53/2007]

Deduction for upfront land premium

14N.—(1) Where the Comptroller is satisfied that an upfront land
premium has been paid by a lessee to a relevant body in respect of a
designated lease for the construction or use of a building or structure
for the purposes of carrying on any qualifying activity in that building
or structure, there shall, subject to this section, be allowed to the
lessee, for each year of assessment in the basis period for which the
qualifying activity is carried on, a deduction of an amount of such
expenditure ascertained by the formula

A
B’

where A is the amount of upfront land premium paid; and
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B is the number of years of the term of the designated
lease for which the upfront land premium was paid.

[32/99]

(2) Where an assignee has incurred any expenditure in acquiring
the remaining term of a designated lease for the construction or use of
a building or structure for the purposes of carrying on any qualifying
activity, there shall, subject to this section, be allowed to the assignee,
for each year of assessment in the basis period for which the
qualifying activity is carried on, a deduction of an amount of such
expenditure ascertained by the formula

C

B )
where C 1s —

(a) the residual expenditure immediately after the
assignment; or

(b) the upfront land premium at the time of the
assignment as determined by the relevant body for
the remaining term of the designated lease,

whichever 1s the lower; and

D is the remaining number of years (excluding any part
of a year) of the term of the designated lease for which
the upfront land premium was paid.

[32/99]

(3) Subsection (2) shall apply, with the necessary modifications, to
any subsequent assignment of the remaining term of the designated
lease.

[32/99]

(4) The total amount of deductions to be allowed —

(a) to a lessee under subsection (1), shall not exceed the
amount of the upfront land premium paid by him to the
relevant body in respect of the designated lease; and

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 276

(b) to an assignee under subsection (2) or (3), as the case may
be, shall not exceed the amount of C as ascertained in the
formula in subsection (2).
[32/99]
(5) Where more than '/, of the total built-up area of a building or
structure constructed on any industrial land under a designated lease
is not in use for any qualifying activity, no deduction under
subsection (1), (2) or (3) shall be allowed in respect of such part of
the building or structure which is not in use for any qualifying
activity.
[32/99]
(6) No deduction shall be allowed under this section to any person
for any year of assessment if the building or structure constructed on
any industrial land under a designated lease is not in use for any
qualifying activity at the end of the basis period for that year of
assessment.
[32/99]
(7) The following provisions shall apply where a designated lease is
assigned:

(a) where the consideration received by the assignor for the
remaining term of the designated lease is less than the
residual expenditure immediately before the assignment,
the difference shall be allowed as a deduction to the
assignor for the year of assessment in the basis period in
which he assigns the remaining term of the designated
lease;

(b) where the consideration received by the assignor for the
remaining term of the designated lease is more than the
residual expenditure immediately before the assignment,
the difference shall be deemed to be income subject to tax
under section 10(1)(g) and shall be included as income of
the assignor for the year of assessment in the basis period
in which he assigns the remaining term of the designated
lease.

[32/99]
(8) The amount deemed to be income of an assignor for the
purposes of subsection (7)(b) shall not exceed the total amount of
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deduction allowed to the assignor under subsection (1), (2) or (3), as
the case may be.

(9) In this section —

“designated lease” means any lease in respect of any industrial
land granted to a lessee by a relevant body —

(a) foraperiod of 30 years or less during the period from
Ist January 1998 to the last day of the basis period for
the year of assessment 2003 of the lessee; or

(b) for aperiod of 60 years or less on or after the first day
of the basis period for the year of assessment 2004 of
the lessee and before 28th February 2013,

and includes an assignment of such a lease;

“industrial land” means any land permitted to be used for
industrial purposes under the Planning Act (Cap. 232);

“qualifying activity” means —

(a) any activity in respect of any of the purposes referred
to in section 18(1) other than the activities for
purposes referred to in section 18(1)(%) and (i);

(b) any activity in respect of any prescribed purposes
under section 18(1)(j) other than any activity relating
to postal services or to organisation or management
of exhibitions and conferences; and

(c) any activity relating to the examination of motor
vehicles for the purposes of section 90 of the Road
Traffic Act (Cap. 276) and the rules made thereunder;

“relevant body” means —

(a) the Housing and Development Board constituted
under the Housing and Development Act (Cap. 129);
or

(b) the Jurong Town Corporation constituted under the
Jurong Town Corporation Act (Cap. 150);
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“residual expenditure”, in relation to an assignment of a
designated lease, shall be the amount of expenditure
available for deduction to the assignor reduced by —

(a) the amount of any deduction allowed to the assignor
under this section; and

(b) the amount of any deduction not allowed to the
assignor under subsection (5) or (6),

and increased by any amount deemed to be income of the
assignor under subsection (7)(b);

“upfront land premium”, in relation to a designated lease, means
the lump sum payment paid by a lessee to a relevant body at
the commencement of the term of the designated lease.

[32/99; 21/2003]

Deduction for special reserve of approved general insurer

140.—(1) The Minister may by regulations provide that, for the
purpose of ascertaining the income of a general insurer approved by
the Minister or such person as he may appoint from carrying on the
business of insuring and reinsuring offshore risks, there shall be
allowed for a period of 10 years a deduction for the prescribed
amount of special reserves set aside by the approved general insurer
for prescribed offshore risks.

[37/2002; 34/2005]

(2) Regulations made under subsection (1) may provide for —

(a) any amount transferred to the special reserve on an earlier
date to be deemed to have been transferred out of the
special reserve first;

(b) the circumstances in which any amount which has been
allowed as deduction under this section may be deemed as
trading receipt for any basis period;

(c) the adjustment of any amount deemed as trading receipt for
any basis period in respect of any amount which has been
allowed as deduction under this section; and
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(d) generally for giving full effect to or for carrying out the
purposes of this section.

[37/2002]
(3) In this section —
“insurer” has the same meaning as in section 43C;
“offshore risk” has the same meaning as in section 26.
[34/2005]

Deduction for treasury shares transferred under employee
equity-based remuneration scheme

14P.—(1) Where a company transfers, in the basis period for the
year of assessment 2007 or any subsequent year of assessment,
treasury shares held by it to any person under a stock option scheme
or a share award scheme by reason of any office or employment held
in Singapore by that person, there shall be allowed a deduction to that
company for that year of assessment.
[7/2007]
(2) Subject to subsection (8), the amount of deduction to be allowed
to a company under subsection (1) shall be the cost to the company of
acquiring the treasury shares transferred to the person less any
amount payable by that person for the treasury shares.
[7/2007]
(3) For the purpose of subsection (2), the cost to the company of
acquiring the treasury shares shall be determined by any of the
methods referred to in subsection (4), being (if the company has
previously been allowed a deduction under this section) the method
consistently adopted by it when ascertaining its cost of acquiring
shares under this section.
[22/2011 wef 13/02/2007]

(4) The methods referred to in subsection (3) are as follows:

(a) on the basis that the treasury shares acquired by the
company at an earlier point in time are deemed to be
transferred first;

(b) on the basis of the formula
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A><C
B )

is the number of the treasury shares transferred;

is the total number of treasury shares held by the
company immediately before the transfer; and

is the total cost to the company of acquiring the
treasury shares held by it immediately before the
transfer;

(c) on the basis of the aggregate cost of all treasury shares
transferred under subsection (1) within every regular
interval in the basis period during which the transfer in
question occurred, where the cost of all treasury shares so
transferred within a regular interval is ascertained by the
formula

where D

mx (G+H),

is the total number of treasury shares transferred under
subsection (1) within that interval;

is the total number of treasury shares held by the
company at the end of the period equal in length to the
regular interval immediately preceding that interval;

1s the total number of treasury shares acquired by the
company within that interval;

1s the total cost to the company of acquiring the treasury
shares held by it at the end of the period equal in length
to the regular interval immediately preceding that
interval; and

is the total cost to the company of acquiring treasury
shares within that interval.

[22/2011 wef 13/02/2007]
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(5) Where any amount payable by a person for any treasury shares
transferred to him exceeds the cost to the company of acquiring the
treasury shares transferred as determined under subsection (3), the
amount of the excess shall be credited to an account to be kept by the
company for the purpose of this section.

[7/2007]

(6) Where there is any balance in the account kept by the company
under subsection (5) and any treasury shares are subsequently
transferred by the company to any person under subsection (1), the
cost to the company of acquiring the treasury shares as determined
under subsection (3) shall be reduced —

(a) where the amount of the balance is equal to or exceeds the
amount of the cost, to zero; or

(b) where the amount of the balance is less than the amount of
the cost, by the amount of the balance,

and the amount of the reduction shall be debited to the account.
[7/2007]
(7) For the purpose of this section, a company transfers treasury
shares held by it to a person when the person acquires the legal and
beneficial interest in the treasury shares.
[7/2007]
(8) Where a holding company transfers treasury shares held by it to
any person employed at any time by a subsidiary company of the
holding company under a stock option scheme or a share award
scheme —

(a) no deduction shall be allowed to the holding company
under subsection (1);

(b) if any amount is paid or payable by the subsidiary company
to the holding company for the transfer of the treasury
shares, there shall be allowed to the subsidiary company
for the year of assessment which relates to the basis period
in which the shares are transferred or in which the payment
to the holding company for the shares becomes due and
payable (whichever is the later), a deduction under
subsection (1) of the lower of —
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the amount, less any amount paid or payable by the
person for the treasury shares, to the extent the
amount so paid or payable has not been deducted
from the first-mentioned amount; and

an amount equal to the cost to the holding company
of acquiring the treasury shares transferred to that
person as determined under subsection (8A) less any
amount paid or payable by the person for the treasury

shares;
[22/2011 wef 13/02/2007]

(c) subsections (5) and (6) shall not apply to a company to
which this subsection applies.

[7/2007]

(8A) For the purpose of subsection (8)(b), the amount equal to the
cost to the holding company of acquiring the treasury shares
transferred to a person shall be determined —

(a) in accordance with subsection (3); or

(b) where the holding company is incorporated outside
Singapore and the following conditions are satisfied, on
the basis that the treasury shares acquired by the holding
company at the latest point in time are deemed to be
transferred first:

(i)

(i)

(iii)

the basis is in accordance with the accounting policy
of the group of companies of which the holding
company is a member;

if there are applicable accounting principles which
are generally accepted in the country in which the
holding company is incorporated, the basis is in
accordance with those principles;

the basis is consistently adopted by the holding
company unless otherwise allowed by the
Comptroller; and
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(iv) the Comptroller is satisfied that the basis is not
adopted for the purposes of deriving any tax benefit
or obtaining any tax advantage.

[34/2008 wef 13/02/2007]
(9) In this section —

“holding company” and “subsidiary company” have the same
meanings as in section 5 of the Companies Act (Cap. 50);

“regular interval”, in relation to a basis period, means one of a
number of equal periods within the basis period —

(a) where the aggregate of all of those equal periods is
equal to the basis period; and

(b) where the duration of each equal period —

(1) in a case where the company has previously
been allowed a deduction under this section, is
the one previously adopted by the company for
the purpose of this section; or

(i1) in any other case, is any duration adopted by

the company for the purpose of this section.
[22/2011 wef 13/02/2007]

[7/2007]

Deduction for shares transferred by special purpose vehicle
under employee equity-based remuneration scheme

14PA.—(1) Where —

(a) a special purpose vehicle has acquired treasury shares or
previously issued shares in a company and, in the basis
period for the year of assessment 2012 or any subsequent
year of assessment, transfers those shares to any person
under a stock option scheme or a share award scheme by
reason of any office or employment held in Singapore by
that person in the company; and

(b) payment by the company for the shares transferred to the
person has become due and payable,
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then the company shall be allowed a deduction for the relevant year of
assessment of an amount referred to in subsection (2).

[22/2011 wef Y/A 2012 & Sub Ys/A]

(2) The amount of deduction under subsection (1) is —

(a) where the transferred shares are previously issued shares,
the lower of the following:

(1) the amount paid or payable by the company for the
shares, less any amount paid or payable by the person
for the shares, to the extent the amount so paid or
payable has not been deducted from the first-
mentioned amount; and

(i1) the cost to the special purpose vehicle of acquiring
the shares, less any amount paid or payable by the
person for the shares; or

(b) where the transferred shares are treasury shares, either —

(1) the lowest of the following:

(A)

(B)

(©)

the amount paid or payable by the company to
the special purpose vehicle for the shares, less
any amount paid or payable by the person for
the shares, to the extent the amount so paid or
payable has not been deducted from the first-
mentioned amount;

the cost to the special purpose vehicle of
acquiring the shares, less any amount paid or
payable by the person for the shares to the
extent the amount so paid or payable has not
been deducted from the amount paid or payable
by the special purpose vehicle to the company
for those shares; and

the cost to the company of acquiring the shares,
less any amount paid or payable by the person
for the shares; or

(i1) where the amounts referred to in
sub-paragraph (i1)(A) and (B) are both nil, the cost
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to the company of acquiring the shares less any
amount paid or payable by the person for the shares.
[22/2011 wef Y/A 2012 & Sub Ys/A]
(3) For the purposes of subsection (2)(a)(i1) and (b)(1)(B), the cost
to the special purpose vehicle of acquiring the transferred shares shall
be determined by any of the methods referred to in subsection (4),
being (if the company has previously been allowed a deduction under
this section for a transfer of shares by the special purpose vehicle) the
method that is consistently adopted by the special purpose vehicle
when ascertaining its cost of acquiring transferred shares under this
section.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(4) The methods referred to in subsection (3) are as follows:

(a) on the basis that the company’s shares acquired by the
special purpose vehicle at an earlier point in time are
deemed to be transferred first;

(b) on the basis of the formula

A
— x C,
B

where A is the number of the transferred shares;

B is the total number of the company’s shares held by the
special purpose vehicle immediately before the
transfer; and

C is the total cost to the special purpose vehicle of
acquiring the company’s shares held by it immediately
before the transfer;

(c) on the basis of the aggregate cost of all of the company’s
shares transferred by the special purpose vehicle under
subsection (1) within every regular interval in the basis
period during which the transfer in question occurred,
where the cost of all shares so transferred within a regular
interval is ascertained by the formula
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E+F) x (G 4+ H),

where D is the total number of the company’s shares
transferred by the special purpose vehicle under
subsection (1) within that interval;

E is the total number of the company’s shares held by
the special purpose vehicle at the end of the period
equal in length to the regular interval immediately
preceding that interval;

F is the total number of the company’s shares acquired
by the special purpose vehicle within that interval;

G 1is the total cost to the special purpose vehicle of
acquiring the company’s shares held by it at the end
of the period equal in length to the regular interval
immediately preceding that interval; and

H is the total cost to the special purpose vehicle of
acquiring the company’s shares within that interval.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(5) For the purpose of subsection (2)(b)(1)(C) and (i1), the cost to the
company of acquiring the transferred shares shall be determined by
any of the methods referred to in section 14P(4) as modified in
accordance with subsection (6), being (if the company has previously
been allowed a deduction under this section) the method that is
consistently adopted by the company when ascertaining its cost of
acquiring transferred shares under this section.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(6) The methods referred to in section 14P(4) shall apply for the
purposes of subsection (5) as if a reference to the transfer under
section 14P were a reference to the transfer of the treasury shares by

the company to the special purpose vehicle.
[22/2011 wef Y/A 2012 & Sub Ys/A]
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(7) Where —

(a) a special purpose vehicle has acquired treasury shares or
previously issued shares in the holding company of another
company (referred to in this section as the subsidiary
company) and, in the basis period for the year of
assessment 2012 or any subsequent year of assessment,
transfers those shares to a person under a stock option
scheme or a share award scheme by reason of any office or
employment held in Singapore by that person in the
subsidiary company; and

(b) payment by the subsidiary company for the shares
transferred to the person has become due and payable,

then the subsidiary company shall be allowed an amount of deduction
for the relevant year of assessment of an amount referred to in
subsection (8).

[22/2011 wef Y/A 2012 & Sub Ys/A]

(8) The amount of deduction under subsection (7) is —

(a) where the transferred shares are previously issued shares,
the lower of the following:

(1) the amount paid or payable by the subsidiary
company for the shares, less any amount paid or
payable by the person for the shares, to the extent the
amount so paid or payable has not been deducted
from the first-mentioned amount; and

(i1) the cost to the special purpose vehicle of acquiring
the shares, less any amount paid or payable by the
person for the shares; or

(b) where the transferred shares are treasury shares, either —
(1) the lowest of the following:

(A) the amount paid or payable by the subsidiary
company for the shares, less any amount paid
or payable by the person for the shares, to the
extent the amount so paid or payable has not
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been deducted from the first-mentioned
amount;

the cost to the special purpose vehicle of
acquiring the shares, less any amount paid or
payable by the person for the shares to the
extent the amount so paid or payable has not
been deducted from the amount paid or payable
by the special purpose vehicle to the holding
company for those shares; and

the cost to the holding company of acquiring
the shares, as determined in accordance with
section 14P(8A), less any amount paid or
payable by the person for the shares; or

(i1) where the amount referred to in sub-paragraph (i)(B)
is nil, the lower of the amounts referred to in
sub-paragraph (i)(A) and (C).

[22/2011 wef Y/A 2012 & Sub Ys/A]

(9) For the purpose of subsection (8), the cost to the special purpose
vehicle of acquiring the transferred shares shall be determined by any
of the methods referred to in subsection (4) as modified in accordance
with subsection (10), being (if the subsidiary company has previously
been allowed a deduction under this section for a transfer of shares by
the special purpose vehicle) the method that is consistently adopted
by the special purpose vehicle when ascertaining its cost of acquiring
shares under this section.

[22/2011 wef Y/4 2012 & Sub Ys/A]

(10) The methods referred to in subsection (4) shall apply for the
purposes of subsection (9) as if —

(a) a reference to the company is a reference to the holding
company; and

(b) a reference to subsection (1) is a reference to
subsection (7).

[22/2011 wef Y/A 2012 & Sub Ys/A]
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(11) For the purposes of this section, shares are transferred to a
person when both the legal and beneficial interests in the shares are so
transferred.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(12) No deduction shall be allowed to a company under this section
if a deduction has already been allowed to the company under any
other provision of this Act in respect of the transferred shares.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(13) In this section —

“group of companies” means 2 or more companies each of
which is either a holding company or subsidiary of the other
or any of the others;

“holding company” and “subsidiary” have the same meanings as
in section 5 of the Companies Act (Cap. 50);

“previously issued shares”, in relation to a company, means
shares previously issued by the company and acquired by the
special purpose vehicle —

(a) on a stock exchange in Singapore or elsewhere; or

(b) from a person other than the company which issued
the shares;

“regular interval”, in relation to a basis period, means one of a
number of equal periods within the basis period —

(a) where the aggregate of all of those equal periods is
equal to the basis period; and

(b) where the duration of each equal period —

(1) in a case where the company or subsidiary
company has previously been allowed a
deduction under this section for a transfer of
shares by the special purpose vehicle, is the one
previously adopted by the special purpose
vehicle for the purpose of this section; or

(i1) in any other case, is any duration adopted by
the special purpose vehicle for the purpose of
this section;
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“relevant year of assessment” means the year of assessment
which relates to the basis period in which the later of the
following occurs:

(a)

(b)

the transfer of the shares under subsection (1) or (7)
(as the case may be) to the person under a stock
option scheme or a share award scheme by reason of
any office or employment held in Singapore by that
person in the company or subsidiary company (as the
case may be);

the payment by the company or the subsidiary
company (as the case may be) for the shares so
transferred becomes due and payable;

“special purpose vehicle” means a trustee of a trust (when acting
in such capacity) that is set up solely for the administration of
a stock option scheme or share award scheme under which —

(a)

(b)

in the case of subsection (1), either —

(1) shares in the company referred to in that
subsection are to be wused for the
remuneration of a person by reason of any
office or employment held by that person in the
company; or

(i1) shares in one company within a group of
companies to which the company referred to
in that subsection belongs, are to be used for the
remuneration of a person by reason of any
office or employment held by that person in a
company within the same group of companies;
or

in the case of subsection (7), shares in one company
within a group of companies to which both the
holding company and subsidiary company referred to
in that subsection belong, are to be used for the
remuneration of a person by reason of any office or
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employment held by that person in a company within

the same group of companies.
[22/2011 wef Y/A 2012 & Sub Ys/A]

Deduction for renovation or refurbishment expenditure

14Q.—(1) Subject to this section, where any person carrying on a
trade, profession or business has incurred on or after 16th February
2008 expenditure on any renovation or refurbishment works for the
purposes of that trade, profession or business (referred to in this
section as renovation or refurbishment expenditure), he may claim a
deduction in respect of the renovation or refurbishment expenditure

in accordance with this section.
[34/2008 wef 16/02/2008]

[Act 29 of 2012 wef 18/12/2012]

(2) Any claim for renovation or refurbishment expenditure under
this section shall be made at the time of lodgment of the return of
income for the year of assessment relating to the basis period in which
the expenditure is incurred or within such further time as the
Comptroller may, in his discretion, allow.

[34/2008 wef 16/02/2008]

(3) For the purposes of subsection (1) and subject to
subsections (7), (8), (8A) and (9), a deduction is allowed for one-
third of the renovation or refurbishment expenditure for the basis
period in which the expenditure was incurred and the balance is to be
allowed by 2 equal deductions, one for each of the basis periods for

the next 2 succeeding years of assessment.
[34/2008 wef 16/02/2008]

[Act 29 of 2012 wef 18/12/2012]

(3A) Notwithstanding subsection (3), for the purposes of
subsection (1) and subject to subsections (7), (8), (8A) and (9),
where the renovation or refurbishment expenditure is incurred during
the basis period relating to the year of assessment 2010 or 2011, a
deduction is allowed for the year of assessment 2010 or 2011, as the
case may be, for the full amount of the renovation or refurbishment
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expenditure so incurred, unless a person elects for the deduction to be

allowed in accordance with subsection (3).
[34/2008 wef 16/02/2008]

[27/2009 wef 29/12/2009]
[Act 29 of 2012 wef 18/12/2012]

(3B) An election made by a person under subsection (3A) shall be

irrevocable.
[34/2008 wef 16/02/2008]

[27/2009 wef 29/12/2009]

(4) For the purposes of this section, any renovation or
refurbishment expenditure incurred by any person prior to the
commencement of his trade, profession or business shall be deemed
to have been incurred by that person on the first day he carries on that
trade, profession or business.

[34/2008 wef 16/02/2008]

(5) Where it appears to the Comptroller that a deduction under this
section which has been allowed to any person in any year of
assessment ought not to have been allowed by virtue of
subsection (9)(a), there shall be deemed to be income of the person
chargeable to tax, for the year of assessment in which the Comptroller
discovers the incorrect claim, an amount equal to such deduction.

[34/2008 wef 16/02/2008]

(6) For the years of assessment 2009 to 2012, a deduction under this
section shall be made against income from the trade, profession or
business for which the renovation or refurbishment expenditure was

incurred after all other deductions under this Part have been allowed.
[34/2008 wef 16/02/2008]

[Act 29 of 2012 wef 18/12/2012]
/) A person shall not be entitled to —
p

(a) a deduction for renovation or refurbishment expenditure
under this section where a deduction or an allowance for
that expenditure is allowed under any other provision of
this Act;

(b) a deduction for renovation or refurbishment expenditure
under this section in any basis period subsequent to the
basis period in which the person permanently ceases the
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trade, profession or business for which purpose the
expenditure was incurred;

(¢) adeduction for any amount of renovation or refurbishment
expenditure incurred by a person during a specified period
that begins with the basis period for the year of assessment
2009 or 2010 that is in excess of $150,000 of such
expenditure;

[Act 29 of 2012 wef 18/12/2012]

(d) adeduction for any amount of renovation or refurbishment
expenditure incurred by a person during a basis period
within a specified period that begins with the basis period
for the year of assessment 2011 that is in excess of —

(1) in the case of the basis period for the year of
assessment 2011, $150,000 of such expenditure;

(i) in the case of the basis period for the year of
assessment 2012, the amount of such expenditure
derived from the formula

$150,000 — A,
where A is the lower of —

(A) the renovation or refurbishment expenditure
incurred by him during the basis period for the
year of assessment 2011 which qualifies for the
deduction; and

(B) $150,000; and
[Act 19 of 2013 wef 18/12/2012]

(i11) in the case of the basis period for the year of
assessment 2013, the amount of such expenditure
derived from the formula

$300,000 — A — B,

where A has the same meaning as in sub-paragraph (i1); and

B is the lower of —
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(A) the renovation or refurbishment expenditure
incurred by him during the basis period for the
year of assessment 2012 which qualifies for the
deduction; and

(B) $150,000 — A:;

[Act 29 of 2012 wef 18/12/2012]

(e) adeduction for any amount of renovation or refurbishment
expenditure incurred by a person during a basis period
within a specified period that begins with the basis period
for the year of assessment 2012 that is in excess of —

(1) in the case of the basis period for the year of
assessment 2012, $150,000 of such expenditure;

(i1) in the case of the basis period for the year of
assessment 2013, the amount of such expenditure
derived from the formula

$300,000 — A,
where A is the lower of —

(A) the renovation or refurbishment expenditure
incurred by him during the basis period for the
year of assessment 2012 which qualifies for the
deduction; and

(B) $150,000; and

(i11) in the case of the basis period for the year of
assessment 2014, the amount of such expenditure
derived from the formula

$300,000 — A — B,

where A has the same meaning as in sub-paragraph (ii); and
B is the lower of —

(A) the renovation or refurbishment expenditure
incurred by him during the basis period for the
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year of assessment 2013 which qualifies for the
deduction; and

(B) $300,000 — A:;

[Act 29 of 2012 wef 18/12/2012]

(f) adeduction for any amount of renovation or refurbishment

expenditure incurred by a person during a specified period
that begins with the basis period for the year of assessment
2013 or any subsequent year of assessment that is in excess

of $300,000 of such expenditure.
[Act 29 of 2012 wef 18/12/2012]

(8) In subsection (7)(c) to (f), “specified period” means a period of
3 consecutive basis periods beginning with the basis period for the
year of assessment in which a deduction is first allowed to the person
under this section, or any successive period of 3 consecutive basis

periods.

[Act 29 of 2012 wef 18/12/2012]

(8A) Subsection (7)(c) to (f) shall apply for the purpose of
determining the total amount of the deductions to be allowed to all
the partners of a partnership carrying on a trade, profession or

business,
the partn

for the renovation or refurbishment expenditure incurred by
ership, as if —

(a) references in those provisions to an amount of renovation

(b)

(9) No

or refurbishment expenditure incurred by a person were
references to an amount of such expenditure incurred by
the partnership; and

references in those provisions to a specified period were
references to a period of 3 consecutive basis periods
beginning with the basis period for the year of assessment
in which a deduction is first allowed to any partner of the
partnership under this section for the renovation or
refurbishment expenditure incurred by the partnership, or
any successive period of 3 consecutive basis periods.

[Act 29 of 2012 wef 18/12/2012]

deduction shall be allowed to a person under this section for

any renovation or refurbishment expenditure relating to —
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(a) unless otherwise approved by the Minister or such person
as he may appoint, any renovation or refurbishment works,
the plans of which require the approval of the
Commissioner of Building Control under the Building
Control Act (Cap. 29);

(b) any designer or professional fees;
(c) any antique;

(d) any type of fine art, including any painting, drawing, print,
calligraphy, mosaic, sculpture, pottery or art installation;

[Act 29 of 2012 wef 18/12/2012]

(da) any works carried out in relation to a place of residence

provided or to be provided by the person to his employees,

where the expenditure is incurred on or after the date the

Income Tax (Amendment) Act 2012 is published in the

Gazette; and
[Act 29 of 2012 wef 18/12/2012]
(e) such other item as may be prescribed by the Minister by

regulations.
[34/2008 wef 16/02/2008]

Deduction for qualifying training expenditure

14R.—(1) Subject to this section, for the purpose of ascertaining
the income of a person carrying on a trade or business during the basis
period for the year of assessment 2011 or the year of assessment
2012, there shall be allowed in respect of all his trades and businesses,
in addition to the deduction under section 14, a deduction for
qualifying training expenditure incurred for the purposes of those
trades and businesses computed in accordance with the following
formula:

A x 300%,
where A is —
(a) forthe year of assessment 2011, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and
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(ii) $800,000; and
(b) for the year of assessment 2012, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) the balance after deducting from $800,000 the lower

of the amounts specified in paragraph (a)(i) and (i1).
[22/2011 wef Y/A 2011 & Sub Ys/A]

(2) Subject to this section, for the purpose of ascertaining the
income of a person carrying on a trade or business during the basis
period for the year of assessment 2013, the year of assessment 2014
or the year of assessment 2015, there shall be allowed in respect of all
his trades and businesses, in addition to the deduction allowed under
section 14, a deduction for qualifying training expenditure incurred
for the purposes of those trades and businesses computed in
accordance with the following formula:

A x 300%,

where A is —

(a) for the year of assessment 2013, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i) $1,200,000;
(b) for the year of assessment 2014, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (ii); and

(c) for the year of assessment 2015, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
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and (ii), and the lower of the amounts specified in
paragraph (b)(1) and (ii).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(3) No deduction shall be allowed to a person under this section in
respect of any expenditure which is not allowed as a deduction under
section 14.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(4) In subsection (1), the amount under paragraph (a)(ii) shall be
substituted with “$400,000” if the person does not carry on any trade
or business during the basis period for the year of assessment 2012,
and the balance under paragraph (b)(ii) shall be substituted with
“$400,000” if the person does not carry on any trade or business
during the basis period for the year of assessment 2011.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(5) In subsection (2) —

(a) ifthe person does not carry on any trade or business during
the basis period for any one year of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the references to “$1,200,000” in
the paragraphs of that subsection applicable to the other 2
years of assessment shall be substituted with “$800,000”;

(b) ifthe person does not carry on any trade or business during
the basis periods for any 2 years of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the reference to “$1,200,000” in the
paragraph of that subsection applicable to the remaining
year of assessment shall be substituted with “$400,000”;
and

(c) for the avoidance of doubt, no deduction shall be made
from the substituted amount in subsection (2)(b)(ii) or
(c)(i1) of the lower of the amounts specified in
subsection (2)(a)(i) and (i1) if the person does not carry
on any trade or business during the basis period for the year
of assessment 2013, and no deduction shall be made from
the substituted amount in subsection (2)(c)(i1) of the lower
of the amounts specified in subsection (2)(b)(1) and (i1) if
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the person does not carry on any trade or business during
the basis period for the year of assessment 2014.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(5A) For the purposes of subsections (1) and (2), where an
individual carrying on a trade or business through 2 or more firms
(excluding partnerships) has, during the basis period for any year of
assessment between the year of assessment 2011 and the year of
assessment 2015 (both years inclusive), incurred qualifying training
expenditure in respect of such firms for the purposes of his trade or
business, the deduction that may be allowed to him for that
expenditure in respect of all his trades and businesses shall not
exceed the amount computed in accordance with subsection (1) or (2)
(as the case may be) for that year of assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(5B) For the purposes of subsections (1) and (2), where a
partnership carrying on a trade or business has, during the basis
period for any year of assessment between the year of assessment
2011 and the year of assessment 2015 (both years inclusive), incurred
qualifying training expenditure for the purposes of its trade or
business, the aggregate of the deductions that may be allowed to all
the partners of the partnership for that expenditure in respect of all the
trades and businesses of the partnership shall not exceed the amount
computed in accordance with subsection (1) or (2) (as the case may
be) for that year of assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(6) In this section —

“employee”, for the purposes of the year of assessment 2012 and
subsequent years of assessment, and in relation to a person
carrying on a trade or business (referred to in this definition
as the first person), includes an individual within such class
of individuals as may be prescribed —

(a) who is either —

(1) engaged by the first person (whether as agent,
independent contractor or otherwise) to carry
on that trade or business; or
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engaged by another person (whether as agent,
independent contractor or otherwise) to carry
on that trade or business, where that other
person also engages the first person (whether as
agent, independent contractor or otherwise)
both to carry on that trade or business and to
oversee the individual in carrying on that trade
or business; or

(b) to whom the first person leases property, in the course
of such trade or business, to enable the individual to
provide a service to any person;

“qualifying training expenditure” means —

(a) any

training expenditure incurred directly in

providing for employees —

(1)

(i)

(iii)

(iv)

a Workforce Skills Qualification (WSQ)
training course which is accredited by the
Singapore Workforce Development Agency
and conducted by a WSQ in-house training
provider;

a course approved by the Institute of Technical
Education (ITE) under the ITE Approved
Training Centre scheme;

on-the-job training by an on-the-job training
centre which is certified by the ITE; or
for the purposes of the year of assessment 2012

and subsequent years of assessment, any other
in-house training course,

and includes any salary and other remuneration paid
to in-house trainers for conducting such courses and
training (based on the hours spent in conducting the
courses and training), but excludes salaries and other
remuneration or payments of any employee attending
or providing administrative support for the courses
and imputed overheads like rental and the cost of
utilities;
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(b) course fees for employees paid (whether directly or in
the form of reimbursement) to an external training
provider, including —

(1) registration or enrolment fees;
(i) examination fees;
(111) tuition fees; and
(iv) aptitude test fees; and

(c) rental of training facilities for any course or training
referred to in paragraph (a) or (b), expenditure for
meals and refreshments provided during any such
course or training, and expenditure for training
materials and stationery used for any such course
or training,

but excludes any accommodation, travelling or transportation

expenditure incurred in respect of employees attending or

conducting the course or training, or, for the purposes of the

year of assessment 2012 and subsequent years of assessment,

any expenditure to the extent that it is recovered or

recoverable from the employee.

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

(7) Any expenditure incurred during any basis period for a training

course referred to in paragraph (a)(iv) of the definition of “qualifying

training expenditure” in subsection (6), including the rental of

training facilities for the course, expenditure for meals and

refreshments provided during the course, and expenditure for

training materials and stationery used for the course, that is in

excess of $10,000 shall be disregarded for the purposes of the
computation of a deduction under subsection (1) or (2).

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

(8) For the purposes of the year of assessment 2011 and subsequent

years of assessment, a reference in this section to qualifying training

expenditure excludes any expenditure to the extent that it is or is to be

subsidised by grants or subsidies from the Government or a statutory

board.
[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]
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Deduction for qualifying design expenditure

14S.—(1) Subject to this section, for the purpose of ascertaining the
income of a person carrying on a trade or business during the basis
period for the year of assessment 2011 or the year of assessment
2012, there shall be allowed, in respect of all his trades and
businesses, the following deductions for qualifying design
expenditure incurred for the purposes of those trades and
businesses during each basis period:

(a) where such expenditure is allowable as a deduction under
section 14, a deduction of 300% of A, in addition to the
deduction allowed under that section; and

(b) where such expenditure is not allowable as a deduction
under section 14, a deduction of 400% of A,

where A is —
(1) forthe year of assessment 2011, the lower of the following:

(A) such expenditure incurred during the basis period for
that year of assessment; and

(B) $800,000; and
(i1) for the year of assessment 2012, the lower of the following:

(A) such expenditure incurred during the basis period for
that year of assessment; and

(B) the balance after deducting from $800,000 the lower

of the amounts specified in paragraph (i)(A) and (B).

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2) Subject to this section, for the purpose of ascertaining the

income of a person carrying on a trade or business during the basis

period for the year of assessment 2013, the year of assessment 2014

or the year of assessment 2015, there shall be allowed, in respect of all

his trades and businesses, the following deductions for qualifying

design expenditure incurred for the purposes of those trades and
businesses during the basis period:

(a) where such expenditure is allowable as a deduction under
section 14, a deduction of 300% of A, in addition to the
deduction allowed under that section; and
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(b) where such expenditure is not allowable as a deduction
under section 14, a deduction of 400% of A,

where A is —
(1) forthe year of assessment 2013, the lower of the following:

(A) such expenditure incurred during the basis period for
that year of assessment; and

(B) $1,200,000;
(11) for the year of assessment 2014, the lower of the following:

(A) such expenditure incurred during the basis period for
that year of assessment; and

(B) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (i)(A)
and (B); and

(i11) for the year of assessment 2015, the lower of the following:

(A) such expenditure incurred during the basis period for
that year of assessment; and

(B) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (i)(A)
and (B), and the lower of the amounts specified in
paragraph (i1)(A) and (B).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(2A) In subsection (1), the amount under paragraph (i)(B) shall be
substituted with “$400,000” if the person does not carry on any trade
or business during the basis period for the year of assessment 2012,
and the balance under paragraph (ii)(B) shall be substituted with
“$400,000” if the person does not carry on any trade or business
during the basis period for the year of assessment 2011.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(2B) In subsection (2) —

(a) if the person does not carry on any trade or business during
the basis period for any one year of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the references to “$1,200,000” in
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the paragraphs of that subsection applicable to the other 2
years of assessment shall be substituted with “$800,000”;

(b) ifthe person does not carry on any trade or business during
the basis periods for any 2 years of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the reference to “$1,200,000” in the
paragraph of that subsection applicable to the remaining
year of assessment shall be substituted with “$400,000”;
and

(c) for the avoidance of doubt, no deduction shall be made
from the substituted amount in subsection (2)(ii)(B) or
(11)(B) of the lower of the amounts specified in
subsection (2)(i)(A) and (B) if the person does not carry
on any trade or business during the basis period for the year
of assessment 2013, and no deduction shall be made from
the substituted amount in subsection (2)(ii1)(B) of the
lower of the amounts specified in subsection (2)(ii)(A) and
(B) if the person does not carry on any trade or business

during the basis period for the year of assessment 2014.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(3) For the purposes of subsections (1) and (2), where an individual
carrying on a trade or business through 2 or more firms (excluding
partnerships) has incurred qualifying design expenditure during the
basis period for any year of assessment between the year of
assessment 2011 and the year of assessment 2015 (both years
inclusive) in respect of such firms for the purposes of his trade or
business, the deduction that may be allowed to him for that
expenditure in respect of all his trades and businesses shall not
exceed the amount computed in accordance with subsection (1) or (2)

(as the case may be) for that year of assessment.

[22/2011 wef Y/A 2011 & Sub Ys/A]
(4) For the purposes of subsections (1) and (2), where a partnership
carrying on a trade or business has incurred qualifying design
expenditure during the basis period for any year of assessment
between the year of assessment 2011 and the year of assessment 2015
(both years inclusive) for the purposes of its trade or business, the
aggregate of the deductions that may be allowed to all the partners of
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the partnership for that expenditure in respect of all the trades and
businesses of the partnership shall not exceed the amount computed
in accordance with subsection (1) or (2) (as the case may be) for that
year of assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(5) For the purpose of this section, any expenditure incurred by a
person prior to the commencement of his trade or business shall be
deemed to have been incurred by that person on the first day on which
he carries on that trade or business.

(6) In this section —

“approved design service provider” means any person who
provides design consultancy services for any trade or
business, and who is approved by the Minister or such
person as he may appoint;

“industrial or product design” means the professional
specifications of creating and developing concepts or
specifications that improve or enhance the functions, value
or appearance of physical products, taking into account users’
needs, marketability and production;

“qualified designer” means an individual with a design-related
tertiary academic qualification of at least a diploma that is
approved by such person as the Minister may appoint;

“qualifying design expenditure” means —

(a) expenditure incurred by the person on the staff costs
of in-house qualified designers which are attributable
to an industrial or product design project approved
under subsection (7) and undertaken primarily in
Singapore and directly by that person; and

[22/2011 wef Y/A 2011 & Sub Ys/A]

(b) where an approved design service provider has been
engaged by the person to undertake primarily in
Singapore for the trade or business in question an
industrial or product design project approved under
subsection (7) —
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(1) where more than 60% of all payments made by
the person to the approved design service
provider for the project are staff costs, the
actual amount of staff costs; or

(i1) in all other cases, 60% of those payments,

but does not include any expenditure or payment to the extent
that it is or is to be subsidised by grants or subsidies from the

Government or a statutory board;
[22/2011 wef Y/A 2011 & Sub Ys/A]

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

“staff costs” means any salary, wages and other benefits whether
in the form of money or otherwise (but excluding directors’
fees), paid or granted in respect of the employment of any
qualified designer which are attributable to the industrial or
product design project.

(7) The Minister or such person as he may appoint may approve an
industrial or product design project for the purposes of the definition
of “qualifying design expenditure” under subsection (6), and may in
granting the approval impose such conditions as he thinks fit.

(7A) For the purpose of the definition of “qualifying design
expenditure” in subsection (6), an industrial or product design
project is undertaken primarily in Singapore if at least 3 of the 5 of the
following design phases of the project are carried out wholly in
Singapore:

(a) design research;

(b) 1dea generation;

(c) concept development;

(d) technical development; and

(e) communication.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(8) Where a person fails to comply with any condition imposed
under subsection (7), the aggregate of deductions allowed to him
under this section shall be deemed to be his income for the year of
assessment in which the Comptroller discovers such non-compliance.
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Deduction for expenditure on leasing of PIC automation
equipment under qualifying lease

14T.—(1) Subject to this section, for the purpose of ascertaining
the income of a person carrying on a trade or business during the basis
period for the year of assessment 2011 or the year of assessment
2012, there shall be allowed in respect of all his trades and businesses,
in addition to the deduction under section 14, a deduction for the
expenditure incurred for the purposes of those trades and businesses
on the leasing of one or more PIC automation equipment under a
qualifying lease or leases, computed in accordance with the following
formula:

A x 300%,

where A is —
(a) for the year of assessment 2011, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i) $800,000; and
(b) for the year of assessment 2012, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) the balance after deducting from $800,000 the lower

of the amounts specified in paragraph (a)(i) and (i1).

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2) Subject to this section, for the purpose of ascertaining the

income of a person carrying on a trade or business during the basis

period for the year of assessment 2013, the year of assessment 2014

or the year of assessment 2015, there shall be allowed in respect of all

his trades and businesses, in addition to the deduction allowed under

section 14, a deduction for the expenditure incurred for the purposes

of those trades and businesses on the leasing of one or more PIC

automation equipment under a qualifying lease or leases, computed in
accordance with the following formula:

A % 300%,
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where A is —
(a) forthe year of assessment 2013, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) $1,200,000;
(b) for the year of assessment 2014, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (ii); and

(c) forthe year of assessment 2015, the lower of the following:

(1) such expenditure incurred during the basis period for
that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (ii), and the lower of the amounts specified in
paragraph (b)(1) and (i1).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(3) No deduction shall be allowed to a person under this section in
respect of —

(a) any expenditure which is not allowed as a deduction under
section 14; or

(b) any expenditure incurred during the basis period for a year
of assessment on the leasing of any PIC automation
equipment under a qualifying lease where —

(1) the equipment is sub-leased to another person during
that basis period; or

(i) an allowance has been previously made to that
person under section 19 or 19A in respect of the

equipment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
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(4) Where a person has incurred expenditure on both the leasing
under a qualifying lease and the provision of one or more PIC
automation equipment during the basis period for any year of
assessment between the year of assessment 2011 and the year of
assessment 2015 (both years inclusive), the aggregate of the
deduction under subsection (1) or (2) and the allowance under
section 19A(2A) or (2B) in respect of all such expenditure shall not
exceed —

(a) in the case of the year of assessment 2011, 300% of the
lower of the following:

(1) the aggregate of all such expenditure; and
(i1) $800,000;

(b) in the case of the year of assessment 2012, 300% of the
lower of the following:

(1) the aggregate of all such expenditure; and

(i1) the balance after deducting from $800,000 the lower
of the amounts specified in paragraph (a)(i) and (i1);

(c) in the case of the year of assessment 2013, 300% of the
lower of the following:

(1) the aggregate of all such expenditure; and
(i1) $1,200,000;

(d) in the case of the year of assessment 2014, 300% of the
lower of the following:

(1) the aggregate of all such expenditure; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (c)(1)
and (i1); and

(e) in the case of the year of assessment 2015, 300% of the
lower of the following:

(1) the aggregate of all such expenditure; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (c)(1)
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and (ii), and the lower of the amounts specified in
paragraph (d)(1) and (i1).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(5) In subsections (1) and (4), the amounts under
subsections (1)(a)(ii)) and (4)(a)(ii)) shall be substituted with
“$400,000” if the person does not carry on any trade or business
during the basis period for the year of assessment 2012, and the
balances under subsections (1)(b)(i1)) and (4)(b)(i1) shall be
substituted with “$400,000” if the person does not carry on any
trade or business during the basis period for the year of assessment
2011.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(6) In subsections (2) and (4) —

(a) if'the person does not carry on any trade or business during
the basis period for any one year of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the references to “$1,200,000” in
the paragraphs of those subsections applicable to the other
2 years of assessment shall be substituted with “$800,000”;

(b) ifthe person does not carry on any trade or business during
the basis periods for any 2 years of assessment between the
year of assessment 2013 and the year of assessment 2015
(both years inclusive), the reference to “$1,200,000” in the
paragraphs of those subsections applicable to the
remaining year of assessment shall be substituted with
“$400,000; and

(c) for the avoidance of doubt —

(1) if the person does not carry on any trade or business
during the basis period for the year of assessment
2013, no deduction shall be made from the
substituted amount in subsection (2)(b)(ii) or (c)(ii)
of the lower of the amounts specified in
subsection (2)(a)(1) and (ii), or from the substituted
amount in subsection (4)(d)(ii) or (e)(ii) of the lower

of the amounts specified in subsection (4)(c)(i) and
(11); and
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(i1) if the person does not carry on any trade or business
during the basis period for the year of assessment
2014, no deduction shall be made from the
substituted amount in subsection (2)(c)(i1) of the
lower of the amounts specified in subsection (2)(b)(1)
and (i), or from the substituted amount in
subsection (4)(e)(ii) of the lower of the amounts
specified in subsection (4)(d)(1) and (i1).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(6A) For the purposes of subsections (1), (2) and (4), where an
individual carrying on a trade or business through 2 or more firms
(excluding partnerships) has, during the basis period for any year of
assessment between the year of assessment 2011 and the year of
assessment 2015 (both years inclusive), incurred expenditure on the
leasing of one or more PIC automation equipment under a qualifying
lease or leases and (if applicable) the provision of one or more PIC
automation equipment, in respect of such firms for the purposes of his
trade or business, the deductions and allowances that may be allowed
to him for that expenditure in respect of all his trades and businesses
shall not exceed the amount computed in accordance with
subsection (1), (2) or (4) (as the case may be) for that year of
assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(6B) For the purposes of subsections (1), (2) and (4), where a
partnership carrying on a trade or business has, during the basis
period for any year of assessment between the year of assessment
2011 and the year of assessment 2015 (both years inclusive), incurred
expenditure on the leasing of one or more PIC automation equipment
under a qualifying lease or leases and (if applicable) the provision of
one or more PIC automation equipment, for the purposes of its trade
or business, the aggregate of the deductions and allowances that may
be allowed to all the partners of the partnership for that expenditure in
respect of all the trades and businesses of the partnership shall not
exceed the amount computed in accordance with subsection (1), (2)
or (4) (as the case may be) for that year of assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(6C) This section applies to expenditure incurred on procuring
cloud computing services as it applies to expenditure incurred on the
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leasing of PIC automation equipment under a qualifying lease and,
accordingly, a reference in this section (other than subsection (3)(b))
to the leasing of any PIC automation equipment under a qualifying
lease includes a reference to procuring cloud computing services.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(7) In this section —

“cloud computing” means a model for delivering information
technology services under which shared resources or
software, or both, are provided to computers and other
devices over a network such as the Internet;

[22/2011 wef Y/A 2011 & Sub Ys/A]

“cloud computing service” means any information technology
service delivered by means of cloud computing;

[22/2011 wef Y/A 2011 & Sub Ys/A]

“finance lease” has the same meaning as in section 10D;

“operating lease” means a lease of any machinery or plant, other
than a finance lease;

“PIC automation equipment” has the same meaning as in
section 19A;

[22/2011 wef Y/A 2011 & Sub Ys/A]
“qualifying lease” means —
(a) any operating lease; or

(b) any finance lease other than a lease of PIC
automation equipment which has been treated as
though it had been sold pursuant to regulations made
under section 10D(1).

[22/2011 wef Y/A 2011 & Sub Ys/A]

(8) In this section, a reference to expenditure incurred on the leasing
of PIC automation equipment under a qualifying lease or the
provision of PIC automation equipment excludes any such
expenditure to the extent that it is or is to be subsidised by grants

or subsidies from the Government or a statutory board.
[22/2011 wef Y/A 2011 & Sub Ys/A]

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]
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Deduction for expenses incurred before first dollar of income
from trade, business, profession or vocation

14U.—(1) A person who —

(a) derives the first dollar of income from a trade, business,
profession or vocation in an applicable basis period; and

(b) incurs a previous expense for which he would have been
allowed a deduction or further deduction under a provision
of this Part if he had commenced the trade, business,
profession or vocation by the time it is incurred,

shall be allowed the deduction or further deduction for the previous
expense under and in accordance with that provision.
[22/2011 wef Y/A 2012 & Sub Ys/A]
(2) For the purposes of subsection (1) —

(a) aprevious expense is any outgoing or expense incurred for
the purpose of that trade, business, profession or vocation
at any time before the date the person derives that first
dollar of income, but no earlier than 12 months before the
first day of the applicable basis period (referred to in this
section as the first day);

(b) the person shall be deemed to have commenced his trade,
business, profession or vocation on the first day; and

(c) any previous expense incurred by the person before the
first day but no earlier than 12 months before that day shall
be deemed to have been incurred by him on that day.

[22/2011 wef Y/A 2012 & Sub Ys/A]
(3) For the avoidance of doubt —

(a) subsection (1) is subject to any other requirement to be
satisfied under the relevant provision of this Part before the
deduction or further deduction may be allowed; and

(b) a deduction or further deduction that may be or has been
allowed by virtue of subsection (1) is considered for the
purposes of this Act as one that may be or has been allowed

under the relevant provision of this Part.
[22/2011 wef Y/A 2012 & Sub Ys/A]
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(4) Subsection (1) does not apply to the business of making
investments carried out by a company or trustee of a property trust, to
which section 10E applies.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(5) Subsection (1) is without prejudice to any provision of this Part
allowing the deduction or further deduction of any expense or
outgoing incurred at an earlier point in time.

[22/2011 wef Y/A 2012 & Sub Ys/A]

(6) In this section —

(a) a reference to an applicable basis period is a reference to
the basis period for the year of assessment 2012 or a
subsequent year of assessment; and

(b) areference to a provision of this Part includes a reference
to regulations made under a provision of this Part, but

excludes this section.
[22/2011 wef Y/A 2012 & Sub Ys/A]

Deductions not allowed

15.—(1) Notwithstanding the provisions of this Act, for the
purpose of ascertaining the income of any person, no deduction
shall be allowed in respect of —

(a) domestic or private expenses except as provided in
section 14(1)(g);

(b) any disbursements or expenses not being money wholly
and exclusively laid out or expended for the purpose of
acquiring the income;

(c) any capital withdrawn or any sum employed or intended to
be employed as capital except as provided in
section 14(1)(h);

(d) any capital employed in improvements other than
improvements effected in the replanting of a plantation;

(e) any sum recoverable under an insurance or contract of
indemnity;
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(f) rent or cost of repairs to any premises or part of premises
not paid or incurred for the purpose of producing the
income;

(g) any amount paid or payable in respect of income tax in
Singapore, or in respect of any tax on income (by whatever
name called) in any country outside Singapore;

(h) any amount paid or payable in respect of goods and
services tax by the person if he, being required to be
registered under the Goods and Services Tax Act
(Cap. 117A), has failed to do so, or if he is entitled
under that Act to credit that amount of tax as an input tax;

(i) any payment to any provident, savings, widows’ and
orphans’ or other society or fund, including the
Supplementary Retirement Scheme, except —

(i)

(ii)

(iii)

(iv)

such payment made by an employer on his
employee’s behalf to the Central Provident Fund
that are obligatory under the Central Provident Fund
Act (Cap. 36);

such payment made by an employer on his
employee’s behalf to the retirement account or
special account of that employee in accordance
with section 18 of the Central Provident Fund Act;

such payment made by an employer on his
employee’s behalf to the SRS account of that
employee up to the amount of the SRS
contribution cap applicable to that employee as
determined in accordance with regulations made
under section 10L(11); and

such payments as are allowed under section 14(1)(e),

() and (fa);

[22/2011 wef 01/01/2011]
[34/2008 wef Y/A 2009 & Sub Ys/A]

(/) any sum referred to in section 12(6) payable by any person
outside Singapore to another person outside Singapore

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 316

except where the sum is exempt from tax, or tax has been
deducted and accounted for under section 45;

(k) any outgoings and expenses, whether directly or in the
form of reimbursements, and any claim for the cost of
renewal incurred on or after 1st April 1998 in respect of a
motor car (whether owned by him or any other person)
which is constructed or adapted for the carriage of not
more than 7 passengers (exclusive of the driver) and the
weight of which unladen does not exceed 3,000 kilograms
except —

(1) a taxi;

(i1) a motor car registered outside Singapore and used
exclusively outside Singapore;

(i11) a private hire car if the person is carrying on the
business of hiring out cars and the private hire car is
used by the person principally for hiring;

(iv) a motor car which was registered before 1st April
1998 as a business service passenger vehicle for the
purposes of the Road Traffic Act (Cap. 276); and

(v) a motor car registered on or after 1st April 1998
which is used principally for instructional purposes if
the person is carrying on the business of providing
driving instruction and holds a driving school licence
or driving instructor’s licence issued under the Road
Traffic Act;

(/) any outgoings and expenses incurred in respect of any unit
trust designated under section 35(14) if the person is a unit
holder of such trust;

(m) any amount of output tax paid or payable under the Goods
and Services Tax Act (Cap. 117A) which is borne by the
person if he is registered as a taxable person under that Act;

(n) any outgoings and expenses incurred in respect of any
approved CPF unit trust as defined in section 35(14) if the
person is a unit holder who has purchased any unit in such
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trust using moneys other than those standing to his credit in
the Central Provident Fund;

(o) any sum of money, other than any compensatory payment,
paid by a transferee to a transferor after the transferee has
failed to notify such person within such period as the
Comptroller may require under section 10N(6)(b), in place
of any dividend derived from Singapore from which tax
has been deducted under section 44 in respect of
transferred securities under a securities lending or
repurchase arrangement to which section 10N applies;

(p) any outgoings and expenses, whether directly or in the
form of reimbursements, incurred in respect of any right or
benefit granted to any person to acquire shares on or after
Ist January 2002 in any company, if the right or benefit is
not granted by reason of any office or employment held in
Singapore by the person; and

(g) any outgoings and expenses, whether directly or in the
form of reimbursements, incurred by any company in
respect of any right or benefit granted to any person, by
reason of any office or employment held in Singapore by
that person, to acquire shares (other than treasury shares, or
shares in respect of which the company is allowed a
deduction under section 14PA(7)) of a holding company of

that company.
[22/2011 wef Y/A 2012 & Sub Ys/A]

[7/79; 9/80; 15/83; 11/94; 32/95; 31/98; 32/99; 24/2001;
37/2002; 7/2007; 53/2007]

(2) Subsection (1)(b) and (d) shall not apply to any expenditure
which qualifies for deduction under section 14A, 14D, 14DA, 14E,

14F, 14H, 141, 14K, 14M, 14N, 140, 14P, 14PA, 14Q or 14S.
[22/2011 wef Y/A 2012 & Sub Ys/A]

[34/2008 wef Y/A 2009 & sub Ys/A]

[34/2008 wef 16/12/2008]

[29/2010 wef Y/A 2011 & Sub Ys/A]

[29/2010 wef 01/01/2004]

[9/80; 28/80; 1/82; 20/91; 2/92; 26/93; 32/99; 21/2003]
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(3) In this section, “holding company” has the same meaning as in

section 5 of the Companies Act (Cap. 50).
[7/2007]

PART VI
CAPITAL ALLOWANCES

Initial and annual allowances for industrial buildings and
structures

16.—(1) Where, in or after the basis period for the first year of
assessment under this Act, a person incurs capital expenditure on the
construction of a building or structure which is to be an industrial
building or structure occupied for the purposes of a trade, there shall
be made to the person who incurred the expenditure for the year of
assessment in the basis period for which the expenditure was incurred
an allowance to be known as an “initial allowance” equal to 25%
thereof.

[7/79]

(2) For the purposes of subsection (1) —

(a) where 2 basis periods overlap, the period common to both
shall be deemed to fall in the first basis period only;

(b) where there is an interval between the end of the basis
period for a year of assessment and the commencement of
a basis period for the next succeeding year of assessment,
then, unless the second mentioned year of assessment is the
year of the permanent discontinuance of the trade, the
interval shall be deemed to be part of the second basis
period; and

(¢) where there is an interval between the end of the basis
period for the year of assessment preceding that in which
the trade 1is permanently discontinued and the
commencement of the basis period for the year in which
it is permanently discontinued, the interval shall be deemed
to form part of the first basis period.

(3) Any capital expenditure incurred for the purposes of a trade by a
person about to carry on that trade shall be treated for the purposes of
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subsection (1) as if it had been incurred by that person on the first day
on which he does carry on that trade.

(4) Where any person is, at the end of the basis period for any year
of assessment, entitled to an interest in a building or structure which is
an industrial building or structure and where that interest is the
relevant interest in relation to the capital expenditure incurred before
Ist January 2006 on the construction of that building or structure, an
allowance, to be known as an “annual allowance”, equal to 3% of the
total capital expenditure incurred by that person on the construction
of that building or structure shall be made to him for that year of
assessment.

[7/79; 7/2007]

(5) Where at any time in or after the basis period for the first year of
assessment under this Act and before 1st January 2006 the interest in
a building or structure which is the relevant interest in relation to any
capital expenditure incurred before that date on the construction of
that building or structure is sold while the building or structure is an
industrial building or structure or after it has ceased to be one, the
annual allowance, in the years of assessment the basis periods for
which end after the time of that sale, shall be computed by reference
to the residue of that expenditure immediately after the sale and shall
be —

(a) the fraction of that residue the numerator of which is one
and the denominator of which is the number of years of
assessment comprised in the period which begins with the
first year of assessment for which the buyer is entitled to an
annual allowance or would be so entitled if the building or
structure had at all material times continued to be an
industrial building or structure, and ends with the fiftieth
year after that in which the building or structure was first
used; or

(b) 3% of that residue,

whichever is the greater, and so on for any subsequent sales.
[7/79; 21/2003; 7/2007]

(6) In the case referred to in subsection (4), no annual allowance
shall be made to any person for any year of assessment after the end
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of the fiftieth year after that in which the building or structure was
first used.
[7/2007]
(6A) Where any person is, at the end of the basis period for any year
of assessment, entitled to an interest in a building or structure which is
an industrial building or structure, and that interest is the relevant
interest in relation to —

(a) any capital expenditure incurred by him on or after
Ist January 2006 on the construction of that building or
structure; or

(b) asale or purchase agreement entered into for that building
or structure on or after that date, whether or not the
building or structure was previously used as an industrial
building or structure,

an annual allowance determined under subsection (6B) shall be made
to him for that year of assessment.
[7/2007]
(6B) The annual allowance under subsection (6A) shall be equal
to —

(a) in the case referred to in subsection (6A)(a), 3% of the total
capital expenditure incurred by the person on the
construction of the building or structure; or

(b) in the case referred to in subsection (6A)(b), 3% of the
capital expenditure incurred by the person on the purchase
of the building or structure.

[7/2007]

(7) For the purposes of application to any industrial building or

structure occupied for the purposes of a trade in intensive poultry

production and approved by the Minister or such person as he may

appoint under section 18(1), the reference to 3% in subsections (4),

(5) and (6B) and in sections 17(3)(a) and 18(9) shall be read as a
reference to 5%.

[7/79; 21/2003; 7/2007]

(8) For the purposes of application to any industrial building or

structure occupied for the purposes of a hotel on the island of Sentosa
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and approved by the Minister or such person as he may appoint under
section 18(1) —

(a) the reference to 25% in subsection (1) shall be read as a
reference to 20%;

(b) the reference to 3% in subsections (4), (5) and (6B) and in
sections 17(3)(a) and 18(9) shall be read as a reference to
2%; and

(c) the reference to capital expenditure in subsections (1) and
(4) shall not include any capital expenditure incurred

before 1st January 1982.
[1/82; 7/2007]
(9) For the purposes of application to any industrial building or
structure used for the purposes of a project for the promotion of the
tourist industry (other than a hotel) in Singapore and approved by the
Minister or such person as he may appoint under section 18(1)(i) —

(a) the reference to 25% in subsection (1) shall be read as a
reference to 20%:;

(D) the reference to 3% in subsections (4), (5) and (6B) and in
sections 17(3)(a) and 18(9) shall be read as a reference to
2%:; and

(c) the reference to capital expenditure in subsections (1), (3)
and (4) shall not include any capital expenditure incurred

before 1st January 1986.
[1/88; 7/2007]
(10) Notwithstanding anything in this section and section 17, where
a person carrying out a project for the promotion of the tourist
industry approved by the Minister or such person as he may appoint
under section 18(1)(7) fails to comply with any condition imposed by
the Minister, the Minister may revoke the approval and thereupon the
Comptroller may at any time within 6 years (if the year of assessment
relating to the basis period in which the approval is revoked is 2007 or
a preceding year of assessment) or 4 years (if the year of assessment
relating to the basis period in which the approval is revoked is 2008 or
a subsequent year of assessment) from the date of the revocation
make such assessment or additional assessment upon the person as
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may appear necessary in order to recover any tax which ought to have
been paid by that person if any allowances under those sections had
not been made to him.
[1/88; 11/94; 7/2007; 53/2007]
(11) Notwithstanding anything in this section, in no case shall the
amount of an annual allowance made to a person for any year of
assessment in respect of any expenditure exceed what, apart from the
writing off falling to be made by reason of the making of that
allowance, would be the residue of that expenditure at the end of his
basis period for that year of assessment.

(12) For the purposes of subsection (1), where a person has incurred
capital expenditure before Ist January 2006 on the purchase of an
industrial building or structure (including the purchase of a leasehold
interest therein of not less than 25 years) which has not previously
been used by any person, he shall be deemed to have incurred
expenditure on the construction of that industrial building or structure
equal to the cost of construction of that industrial building or structure
or to the net price paid by him for that industrial building or structure
or the interest therein, whichever is the less, if —

(a) the person claiming the initial allowance by virtue of this
subsection purchased the industrial building or structure or
acquired the leasehold interest therein from the person who
constructed that building or structure; and

(b) no initial allowance has been granted under subsection (1)
in respect of that industrial building or structure to the
person who constructed that building or structure.

[7/79; 7/2007]
(13) For the purposes of subsection (1), where a person has incurred
capital expenditure on or after 1st January 2006 on the purchase of an
industrial building or structure which has not previously been used by
any person, he shall be deemed to have incurred expenditure on the
construction of that industrial building or structure equal to the capital
expenditure incurred by him on the purchase of that industrial
building or structure if —

(a) the person claiming the initial allowance by virtue of this
subsection purchased the industrial building or structure
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from the person who constructed that building or structure;
and

(b) no initial allowance has been granted under subsection (1)
in respect of that industrial building or structure to the
person who constructed that building or structure.

[7/2007]
(14) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the trade, for
which purpose the industrial building is used, produces income that is
exempt from tax as well as income chargeable with tax, the
allowances for that year of assessment shall be made against each
income for that year of assessment in such proportion as appears
reasonable to the Comptroller in the circumstances.
[49/2004]
(15) Subject to section 18B, this section shall not apply to any
capital expenditure incurred on or after 23rd February 2010 on the
construction or purchase of an industrial building or structure.
[29/2010 wef 23/02/2010]
(16) Subject to subsection (18) and section 18B, no annual
allowance shall be made under subsections (4), (5) and (6A) to a
person who incurs capital expenditure on or before 22nd February
2010 on the construction or purchase of a building or structure which
is not an industrial building or structure on 22nd February 2010 but is
an industrial building or structure on or after 23rd February 2010.
[29/2010 wef 23/02/2010]
(17) Section 18(2) and (3) shall apply for the purpose of
determining under subsection (16) whether a building or structure
is an industrial building or structure on 22nd February 2010.
[29/2010 wef 23/02/2010]
(18) Notwithstanding subsection (16), annual allowances under
subsection (6A)(a) shall be made to a person who incurs capital
expenditure on or before 22nd February 2010 on a building or
structure which is still under construction on 22nd February 2010 and
which is to be an industrial building or structure upon completion of
that construction, if the person —
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(a) on or before 22nd February 2010 —

(1) has been granted the option to purchase the land or
has entered into a sale and purchase agreement for
the land on which the industrial building or structure
is to be constructed;

(i1) has entered into a lease agreement to lease the land
on which the industrial building or structure is to be
constructed; or

(i11) has submitted an application to the Government or
any statutory board —

(A) to bid for the purchase therefrom of the land on
which the industrial building or structure is to
be constructed; or

(B) to lease therefrom the land on which the
industrial building or structure is to be
constructed; and

(b) on or before 31st December 2010, has made an application
for planning permission or conservation permission to the
competent authority in accordance with the Planning Act
(Cap. 232) for the development of the land comprising the

construction work.
[29/2010 wef 23/02/2010]

Balancing allowances and charges for industrial buildings and
structures

17.—(1) Where any of the events referred to in subsection (1A)
occurs while a building or structure is an industrial building or
structure or after it has ceased to be one and —

(a) any capital expenditure has been incurred on the
construction of the building or structure before
Ist January 2006; or

(b) either —

(1) any capital expenditure has been incurred on the
construction of the building or structure on or after
Ist January 2006; or
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(i1) a sale and purchase agreement for the building or
structure was entered into on or after that date,

then an allowance or charge, to be known as a “balancing allowance”
or a “balancing charge” shall, in the circumstances mentioned in this
section, be made to or, as the case may be, on the person entitled to the
relevant interest immediately before that event occurs for the year of
assessment in the basis period for which that event occurs.

[7/2007]

(1A) The events referred to in subsection (1) are —
(a) the relevant interest in the building or structure is sold;

(b) that interest, being a leasehold interest, comes to an end
otherwise than on the person entitled thereto acquiring the
interest which is reversionary thereon;

(c) the building or structure is demolished or destroyed or,
without being demolished or destroyed, ceases altogether
to be used.

[7/2007]
(2) In the case referred to in subsection (1)(a), no balancing
allowance or balancing charge shall be made to or on any person for
any year of assessment by reason of any event occurring after the end
of the fiftieth year after that in which the building or structure was
first used.
[7/2007]
(3) No balancing allowance shall be made to any person —

(a) on the sale of the relevant interest in the building or
structure unless the person proves to the satisfaction of the
Comptroller that the value of the building or structure to
the person is less than —

(1) in the case referred to in subsection (1)(a), the
amount of the capital expenditure incurred on the
construction of the building or structure reduced by
the amount of any initial and annual allowances
made (including an amount of 3% of the capital
expenditure for each year in which no initial or
annual allowance was made); or
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(i) in the case referred to in subsection (1)(b), the
amount of the capital expenditure incurred by him on
the construction or purchase of the building or
structure (as the case may be) reduced by the
amount of any initial and annual allowances made
(including an amount of 3% of the capital
expenditure for each year in which no initial or
annual allowance was made); and

(b) where the relevant interest in the building or structure is
not sold but the building or structure is or would be
redeveloped for any use other than as an industrial building
or structure.

[21/2003; 7/2007]

(4) Where there are no sale, insurance, salvage or compensation

moneys, or where the residue of the expenditure immediately before

the event exceeds those moneys, a balancing allowance shall be made

and the amount thereof shall be the amount of the residue or, as the
case may be, of the excess thereof over the moneys.

(5) If the sale, insurance, salvage or compensation moneys exceed
the residue, if any, of the expenditure immediately before the event, a
balancing charge shall be made and the amount on which it is made
shall be an amount equal to the excess or, where the residue is nil, to
the moneys.

(6) Notwithstanding anything in subsection (5) but subject to
subsection (7), in no case shall the amount on which a balancing
charge is made on a person exceed the aggregate of the following
amounts:

(a) the amount of the initial allowance, if any, made to him in
respect of the expenditure in question; and

(b) the amount of the annual allowances, if any, made to him in
respect of the expenditure in question.

[49/2004]

(7) Unless otherwise provided in this Act or the Economic

Expansion Incentives (Relief from Income Tax) Act (Cap. 86),

where, in the basis period for any year of assessment, the trade, for

which purpose the industrial building is used, produces income that is
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exempt from tax as well as income chargeable with tax, and any
balancing allowance or balancing charge arises to be made —

(a) the balancing allowance shall be made against each income
for that year of assessment in such proportion as appears
reasonable to the Comptroller in the circumstances; and

(b) such proportion of the balancing charge shall be exempt
from tax as appears reasonable to the Comptroller in the
circumstances.

[49/2004]
(8) Where allowances have been made under both sections 16 and
18C in respect of any industrial building or structure, then, for the
purposes of subsections (4) and (5), the sale, insurance, salvage or
compensation moneys in respect of that building or structure shall be
such amount of those moneys as the Comptroller determines to be
reasonable in the circumstances.
[29/2010 wef 23/02/2010]
(9) Where the relevant interest in a building or structure in respect
of which allowances have been made under section 16 is transferred
at less than the open-market price, then for the purpose of
determining the amount of any balancing charge under
subsection (5), the relevant interest in the building or structure
shall be treated as if it had been sold for an amount equal to the open-

market price of the building or structure as at the date of transfer.
[29/2010 wef 23/02/2010]

Definitions for sections 16, 17 and 18B

18.—(1) Subject to this section, in sections 10F, 16, 17 and 18B,
“industrial building or structure” means a building or structure in
use —

(a) for the purposes of a trade carried on in a mill, factory or
other similar premises;

(b) for the purposes of a transport, dock, water or electricity
undertaking;

(c¢) for the purposes of a trade which consists in the
manufacture of goods or materials or the subjection of
goods or materials to any process;
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for the purposes of a trade which consists in the storage of
goods or materials which are to be used in the manufacture
of other goods or to be subjected, in the course of a trade, to
any process;

for the purposes of a trade which consists of the storage of
goods or materials on their arrival in Singapore;

for the purposes of a trade in intensive poultry production
as may be approved on or before 22nd May 2010by the
Minister or such person as he may appoint;

[29/2010 wef 23/02/2010]
by a research and development organisation in carrying out
research and development activities for any manufacturing
trade or business;

for the purposes of a hotel on the island of Sentosa and
approved before 1st September 2007 by the Minister or
such person as he may appoint (referred to in this section as
a Sentosa hotel);

for the purposes of a project for the promotion of the tourist
industry (other than a hotel) in Singapore and approved on
or before 22nd May 2010by the Minister or such person as
he may appoint subject to such conditions as he may
impose; or

[29/2010 wef 23/02/2010]
for prescribed purposes and where such building or
structure has been approved on or before 22nd May
2010by the Minister or such person as he may appoint

subject to such conditions as he may impose,
[29/2010 wef 23/02/2010]

and includes any building or structure provided by the person
carrying on such a trade or undertaking for the welfare of workers
employed in that trade or undertaking and in use for that purpose, but

does not

include a building or structure in respect of which a

deduction is prescribed under section 14(1)(%).

[27/2009 wef 29/12/2009]
[29/2010 wef 23/02/2010]
[26/73; 28/80; 1/82; 1/88; 3/89; 2/92; 21/2003; 53/2007]
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(2) A building or structure shall not be deemed, by reason only of'its
falling or having fallen into temporary disuse, to have thereby ceased
altogether to be used for one of the purposes specified in
subsection (1) if, immediately prior to falling into such temporary
disuse, it was in use for such a purpose and if, during the period of
such temporary disuse, it is constantly maintained in readiness to be
brought back into use for such a purpose.

(3) If, in the circumstances mentioned in subsection (2), the
building or structure at any time during disuse ceases to be ready
for use for any of the purposes mentioned in that subsection, or if at
any time, for any reason, the disuse of the building or structure can no
longer be reasonably regarded as temporary, then and in any such
case, the building or structure shall be deemed to have ceased, on the
commencement of the period of disuse, to be used for any of the
purposes specified in subsection (1).

(4) Subsection (1) shall apply in relation to a part of a trade or
undertaking as it applies to a trade or undertaking.

(5) Where part only of a trade or undertaking complies with the
conditions set out in subsection (1), a building or structure shall not,
by virtue of subsection (4), be an industrial building or structure
unless it is in use for the purposes of that part of that trade or
undertaking.

(6) Notwithstanding anything in subsection (1), (2), (3), (4) or (5),
“industrial building or structure” does not include any building or
structure in use as, or as part of, a dwelling-house, retail shop,
showroom, hotel (other than a Sentosa hotel) or office or for any
purpose ancillary to the purposes of a dwelling-house, retail shop,
showroom, hotel (other than a Sentosa hotel) or office.

[1/82]

(7) Where part of a building or structure is, and part thereof is not,
an industrial building or structure, and —

(a) in a case where capital expenditure is incurred on the
construction of the building or structure before 1st January
2006, the capital expenditure incurred on the construction
of the second-mentioned part is not more than one-tenth of
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the total capital expenditure which has been incurred on the
construction of the whole building or structure; or

1n a case where —

(1) capital expenditure is incurred on the construction of
the building or structure on or after 1st January 2006;
or

(i1) a sale and purchase agreement was entered into for
the building or structure on or after that date,

the capital expenditure incurred on the construction or
purchase (as the case may be) of the second-mentioned part
is not more than one-tenth of the total capital expenditure
which has been incurred on the construction or purchase of
the whole building or structure,

then the whole building or structure and every part thereof shall be
treated as an industrial building or structure.

[7/2007]

(7A) Where the Comptroller is satisfied that it is not reasonably
practicable to determine the capital expenditure incurred on the
second-mentioned part of the building or structure under
subsection (7), the whole building or structure and every part
thereof may be treated as an industrial building or structure if —

(a)

(b)

the floor area of the part of the building or structure that is
not an industrial building or structure is not more than one-
tenth of the total floor area of the whole building or
structure; or

the Comptroller is otherwise satisfied that it is just and

proper to do so.
[7/2007]

(8) In this section and sections 16, 17 and 18B —

“capital expenditure”, in relation to the purchase of a building or
structure, means the net price paid for the building or
structure, but does not include the cost of land as determined
to the satisfaction of the Comptroller;
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“relevant interest” means —

(a) 1n relation to any capital expenditure incurred on the
construction of a building or structure, the interest in
that building or structure to which the person who
incurred the expenditure was entitled when he
incurred it; and

(b) in relation to a sale and purchase agreement for a
building or structure, the interest in that building or
structure to which the purchaser was entitled when he
entered into the agreement;

“residue of expenditure” means —

(a) 1n relation to any capital expenditure incurred on the

construction of a building or structure before
Ist January 2006, the amount of the capital
expenditure incurred on such construction reduced
by —

(1) the amount of any initial allowance made;

(i1) any annual allowance made; and
(ii1) any balancing allowances granted,
and increased by any balancing charges made; or

(b) in relation to any capital expenditure incurred on the
construction or purchase of a building or structure on
or after 1st January 2006, the amount of the capital
expenditure incurred on such construction or
purchase (as the case may be) reduced by —

(1) the amount of any initial allowance made; and

(i1) any annual allowance made.
[7/2007]

[29/2010 wef 23/02/2010]

(9) For the purpose of computing the residue of expenditure, there
shall be written off an amount of 3% of the expenditure in respect of

any year in which no initial or annual allowance has been made.
[7/79]
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Transitional provisions for capital expenditure incurred on
industrial buildings or structures on or after 23rd February
2010

18B.—(1) Notwithstanding section 16(15) but subject to
subsection (11), where a person incurs on or after 23rd February
2010 capital expenditure on the construction of a building or structure
which is to be an industrial building or structure upon the completion
of the construction works, other than one referred to in subsection (2),
and the person —

(a) on or before 22nd February 2010 —

(1) has been granted the option to purchase the land or
has entered into a sale and purchase agreement for
the land on which the industrial building or structure
1s to be constructed;

(i1) has entered into a lease agreement to lease the land
on which the industrial building or structure is to be
constructed; or

(111) has submitted an application to the Government or
any statutory board —

(A) to bid for the purchase therefrom of the land on
which the industrial building or structure is to
be constructed; or

(B) to lease therefrom the land on which the
industrial building or structure is to be
constructed; and

(b) on or before 31st December 2010, has made an application
for planning permission or conservation permission to the
competent authority in accordance with the Planning Act
(Cap. 232) for the development of the land comprising the
construction work,

there shall be made to that person an initial allowance and annual
allowances in respect of that capital expenditure computed in
accordance with section 16.
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(2) Notwithstanding section 16(15) but subject to subsection (11),
where a person incurs on or after 23rd February 2010 capital
expenditure on the construction of a building or structure which is to
be an industrial building or structure by virtue of paragraph (f), (i) or
(/) of section 18(1) upon completion of the construction works, there
shall be made to that person an initial allowance and annual
allowances in respect of that capital expenditure computed in
accordance with section 16.

(3) Notwithstanding section 16(15), where a person —
(a) on or before 22nd February 2010 —

(1) has been granted an option to purchase, or has
entered into a sale and purchase agreement for, a new
building or structure which is to be an industrial
building or structure upon purchase other than one
referred to in subsection (4); or

(11) has been granted an option to acquire or has entered
into an agreement to acquire the leasehold interest in
such a building or structure; and

(b) on or after 23rd February 2010, incurs capital expenditure
on the purchase of the building or structure or of the
leasehold interest therein,

there shall be made to that person an initial allowance and annual
allowances in respect of that capital expenditure computed in
accordance with section 16.

(4) Notwithstanding section 16(15) but subject to subsection (12),
where a person incurs on or after 23rd February 2010 capital
expenditure on the purchase of a new building or structure (including
the purchase of a leasehold interest therein), and the building or
structure is to be an industrial building or structure by virtue of
paragraph (f), (i) or (j) of section 18(1) upon the purchase or the
completion of any renovation or refurbishment works carried out on
the building or structure upon the purchase, there shall be made to that
person an initial allowance and annual allowances in respect of the
capital expenditure, as well as the capital expenditure incurred on
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such renovation or refurbishment works, both to be computed in
accordance with section 16.

(5) Notwithstanding section 16(15), where a person —
(a) on or before 22nd February 2010 —

(1) has been granted an option to purchase, or has
entered into a sale and purchase agreement for, a
building or structure (not being a new building or
structure) which is to be an industrial building or
structure upon the purchase other than one referred to
in subsection (6); or

(i1) has been granted an option to acquire or has entered
into an agreement to acquire the leasehold interest in
such a building or structure; and

(b) on or after 23rd February 2010, incurs capital expenditure
on the purchase of the building or structure or of the
leasehold interest therein,

there shall be made to that person annual allowances in respect of that
capital expenditure computed in accordance with section 16.

(6) Notwithstanding section 16(15) but subject to subsection (12),
where a person incurs on or after 23rd February 2010 capital
expenditure on the purchase of a building or structure (not being a
new building or structure), or of a leasehold interest therein, and the
building or structure is to be an industrial building or structure by
virtue of paragraph (f), (i) or (j) of section 18(1) upon the purchase or
the completion of any renovation or refurbishment works carried out
on the building or structure upon the purchase, there shall be made to
that person, in accordance with section 16 —

(a) annual allowances in respect of the capital expenditure;
and

(b) an initial allowance and annual allowances in respect of
capital expenditure incurred on such renovation or
refurbishment works.

(7) Notwithstanding section 16(15) and (16) but subject to
subsection (11), where a person —
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(a) on or after 23rd February 2010, incurs capital expenditure
on extension works carried out on an existing building or
structure that (together with the extension thereto) is to be
an industrial building or structure, other than one referred
to in subsection (8), upon the completion of the extension
works;

(b) on or before 22nd February 2010, enters into a written
agreement for a qualified person to carry out the extension
works; and

(c) onorbefore 31st December 2010, makes an application for
planning permission or conservation permission to the
competent authority in accordance with the Planning Act
(Cap. 232) for the development of the land comprising the
extension works,

there shall be made to that person, computed in accordance with
section 16 —

(1) aninitial allowance and annual allowances in respect of the
capital expenditure incurred on the extension works; and

(i) where the existing building or structure is not an industrial
building or structure on 22nd February 2010, annual
allowances in respect of any capital expenditure incurred
before 23rd February 2010 on the construction or purchase
or the residue of that expenditure, as the case may be, of
that building or structure.

(8) Notwithstanding section 16(15) and (16) but subject to
subsection (11), where a person incurs on or after 23rd February
2010 capital expenditure on extension works to an existing building
or structure, not being an industrial building or structure on or at any
time before 22nd February 2010, that (together with the extension
thereto) is to be an industrial building or structure by virtue of
paragraph (f), (i) or (j) of section 18(1) upon the completion of the
extension works, there shall be made to that person, computed in
accordance with section 16 —

(a) aninitial allowance and annual allowances in respect of the
capital expenditure; and
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(b) annual allowances in respect of any capital expenditure
incurred before 23rd February 2010 on the construction or
purchase or the residue of that expenditure, as the case may
be, of the existing building or structure.

(9) Notwithstanding section 16(15) and (16) but subject to
subsection (12), where a person incurs on or after 23rd February
2010 capital expenditure on renovation or refurbishment works on an
existing building or structure, and —

(a) the building or structure is to be an industrial building or
structure, other than one referred to in subsection (10),
upon the completion of the renovation or refurbishment
works; and

(b) such renovation or refurbishment works are carried out
pursuant to a written agreement entered into with a
renovation contractor on or before 22nd February 2010,

there shall be made to that person, computed in accordance with
section 16 —

(1) aninitial allowance and annual allowances in respect of the
capital expenditure incurred on the renovation or
refurbishment works; and

(i1) where the existing building or structure is not an industrial
building or structure on 22nd February 2010, annual
allowances in respect of the capital expenditure incurred
before 23rd February 2010 on the construction or purchase
or the residue of that expenditure, as the case may be, of
that building or structure.

(10) Notwithstanding section 16(15) and (16) but subject to
subsection (12), where a person incurs on or after 23rd February
2010 capital expenditure on renovation or refurbishment works on an
existing building or structure, not being an industrial building or
structure on or at any time before 22nd February 2010, that is to be an
industrial building or structure by virtue of paragraph (f), (i) or (j) of
section 18(1) upon the completion of the renovation or refurbishment
works, there shall be made to that person, computed in accordance
with section 16 —
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(a) aninitial allowance and annual allowances in respect of the
capital expenditure; and

(b) annual allowances in respect of any capital expenditure
incurred before 23rd February 2010 on the construction or
purchase or the residue of that expenditure, as the case may
be, of the existing building or structure.

(11) For the purposes of subsections (1), (2), (7) and (8), no
allowance shall be made to a person in respect of any capital
expenditure incurred on an industrial building or structure after the
date of issuance of the temporary occupation permit for that building
or structure or the end of the basis period for the year of assessment
2016, whichever is earlier.

(12) For the purposes of subsections (4), (6), (9) and (10), no
allowance shall be made to a person in respect of any capital
expenditure incurred after the completion of the renovation or
refurbishment works referred to in those subsections or the end of the
basis period for the year of assessment 2016, whichever is the earlier.

(13) No allowance shall be made under this section in respect of any
capital expenditure incurred on the construction of a building or
structure for which an allowance is made under section 18C.

(14) In this section —

“new building or structure” means a building or structure
which —

(a) has not previously been used by any person; and

(b) was purchased by a person from another person
who —

(1) constructed that building or structure; and

(i1) was not granted initial allowance in respect of
that building or structure under section 16;

“qualified person” means —

(a) any person who is registered as an architect under the
Architects Act (Cap. 12) and who has in force a
practising certificate issued under that Act; or
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(b) any person who is registered as a professional
engineer under the Professional Engineers Act
(Cap. 253) and who has in force a practising

certificate 1ssued under that Act.
[29/2010 wef 23/02/2010]

Initial and annual allowances for certain buildings and
structures

18C.—(1) Where any person proposes to incur or has incurred on
or after 23rd February 2010 qualifying capital expenditure on the
construction or renovation of a building or structure on industrial land
for which an application for planning permission or conservation
permission is made to the competent authority in accordance with the
Planning Act (Cap. 232) on or after 23rd February 2010, he may
apply to the Minister or such person as he may appoint, between
Ist July 2010 and 30th June 2015 (both dates inclusive) for such
construction or renovation to be approved for the purposes of making
an allowance under this section in respect of such expenditure
incurred by him.

(2) Where the Minister or such person as he may appoint, on an
application made to him under subsection (1), is satisfied that the
construction or renovation of the building or structure on industrial
land promotes such intensified use of the land for the purposes of
such trade or business as may be prescribed by regulations, he may,
by notice in writing, approve the construction or renovation for the
purposes of this section, which approval shall be subject to such
conditions as he may impose, including the particular trade or
business for which the building or structure is to be used upon
completion of construction or renovation.

[22/2011 wef 23/02/2010]

(3) Where in the basis period for any year of assessment the person
has incurred any qualifying capital expenditure on the approved
construction or approved renovation, as the case may be, there shall
be made to the person for the year of assessment in the basis period
for which the expenditure was incurred an allowance to be known as
an “initial allowance” equal to 25% of the expenditure.
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(4) Subject to subsections (5) and (6), where the person is, at the
end of the basis period for any year of assessment, entitled to a
relevant interest in the building or structure which is being used for
the purposes of the specified trade or business and in respect of which
qualifying capital expenditure is incurred, there shall be made to the
person for that year of assessment an allowance to be known as an
“annual allowance” equal to 5% of the qualifying capital expenditure
incurred by him.

(5) No allowance shall be made under subsection (4) for any year of
assessment unless at least 80% of the total floor area of the building or
structure is used, at the end of the basis period for that year of
assessment, by any one person or partnership for the purposes of the
specified trade or business.

[22/2011 wef 23/02/2010]

(6) Any annual allowance made to any person under subsection (4)
in respect of an approved construction or approved renovation for any
year of assessment shall not exceed the amount of qualifying capital
expenditure remaining unallowed as at the beginning of the basis
period for that year of assessment.

(7) For the purposes of this section, qualifying capital expenditure
incurred by any person on the approved construction or approved
renovation, as the case may be, prior to the commencement of his
trade or business shall be deemed to have been incurred by that
person on the first day he carries on that trade or business.

(8) Where the person fails to comply with any condition imposed
under subsection (2) in respect of the approved construction or
approved renovation, the Minister or such person as he may appoint,
may, by notice in writing, revoke the approval granted under that
subsection.

(9) Notwithstanding section 74(1) and (4), where an approval has
been revoked under subsection (8), the Comptroller may, at any time,
for the purpose of making good any loss of tax attributable to such
revocation of approval, assess the person who has utilised the
allowance made under this section at such amount or additional
amount as according to his judgment ought to have been charged; and
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this subsection shall also apply, with the necessary modifications, to
any assessment which results in any unabsorbed allowances or losses.

(10) Where, in the basis period for any year of assessment, the
specified trade or business for which purpose the building or structure
is used, produces income that is exempt from tax as well as income
chargeable to tax, the allowance for that year of assessment shall be
made against each income for that year of assessment in such
proportion as appears reasonable to the Comptroller in the
circumstances.

(11) A person who has incurred qualifying capital expenditure on
the approved construction or approved renovation shall maintain and
deliver to the Minister or such person he may appoint or the
Comptroller, in such form and manner and within such reasonable
time as the Minister, the person or the Comptroller may determine,
the relevant records of the approved construction or approved
renovation, and such other particulars as may be required for the
purposes of this section.

(12) In this section —

“approved construction or approved renovation” means the
construction or renovation, as the case may be, of a building
or structure on industrial land approved under subsection (2);

“industrial land” means any land zoned for the purpose of
“Business 1” or “Business 2” (other than “Business 1 White”
and “Business 2 White” ) under the Master Plan, and includes
such other land as may be approved by the Minister;

“Master Plan” means the Master Plan as defined in the Planning
Act (Cap. 232) which is effective on the date of the
application for planning permission or conservation
permission referred to in subsection (1);

“qualifying capital expenditure” means the following types of
capital expenditure which are incurred in respect of any
construction or renovation, between 23rd February 2010 and
the date of completion of that construction or renovation
(both dates inclusive):
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(a) costs of feasibility study on the layout of the building
or structure;

(b) design fees of the building or structure;

(c) costs of preparing plans for obtaining approval for
the building or structure;

(d) piling, construction and renovation costs;

(e) demolition costs of an existing building or structure
for which an allowance was not made under
section 16;

() legal and other professional fees in relation to the
approved construction or approved renovation; and

(g) stamp duties payable in respect of title of the building
or structure;

[22/2011 wef 23/02/2010]
“relevant interest”, in relation to any qualifying capital
expenditure incurred on an approved construction or
approved renovation of a building or structure, means the
interest in that building or structure to which the person who

incurred the expenditure was entitled when he incurred it;

“specified trade or business” means the trade or business
specified in a condition of approval under subsection (2) as
one for which a building or structure shall be used upon
completion of the approved construction or approved
renovation, as the case may be.

Initial and annual allowances for machinery or plant

19.—(1) Where a person carrying on a trade, profession or business
incurs capital expenditure on the provision of machinery or plant for
the purposes of that trade, profession or business, there shall be made
to him, on due claim for the year of assessment in the basis period for
which the expenditure is incurred an allowance, to be known as an
“initial allowance”, equal to one-fifth of that expenditure or such
other allowance as may be prescribed either generally or for any
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person or class of persons in respect of any machinery or plant or
class of machinery or plant.
[7/79]
(1A) For the purposes of subsection (1), in the case of any trade,
profession or business —

(a) where 2 basis periods overlap, the period common to both
shall be deemed to fall in the first basis period only;

(b) where there is an interval between the end of the basis
period for a year of assessment and the commencement of
a basis period for the next succeeding year of assessment,
then, unless the second mentioned year of assessment is the
year of the permanent discontinuance of the trade, the
interval shall be deemed to be part of the second basis
period; and

(c¢) where there is an interval between the end of the basis
period for the year of assessment preceding that in which
the trade is permanently discontinued and the
commencement of the basis period for the year in which
it is permanently discontinued, the interval shall be deemed
to form part of the first basis period.

(1B) Any capital expenditure incurred for the purposes of a trade by
a person about to carry on that trade shall be treated for the purposes
of subsection (1) as if it had been incurred by that person on the first
day on which he does carry on that trade.

(2) Where at the end of the basis period for any year of assessment,
a person has in use machinery or plant for the purpose of his trade,
profession or business, there shall be made to him, on due claim, in
respect of that year of assessment an allowance for depreciation by
wear and tear of those assets (to be known as an annual allowance)
which shall be calculated in accordance with the following
provisions:

(a) the annual allowance in respect of any machinery or plant
shall —

(1) in the case of an asset, other than an asset acquired
under a hire-purchase agreement, be the amount
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(b)

(ba)

ascertained by dividing the excess of the original cost
of the asset over any initial allowance granted under
subsection (1) by the number of years of working life
of the asset as specified in the Sixth Schedule unless
otherwise provided under paragraph (b) or (ba);

[Act 29 of 2012 wef 01/03/2012]

(i1) in the case of an asset acquired under a hire-purchase
agreement, be the amount ascertained by dividing the
excess of the original cost of the asset over the total
amount of initial allowance allowable in respect of
the asset under subsection (1) by the number of years
of working life of the asset as specified in the Sixth
Schedule unless otherwise provided under
paragraph (b) or (ba);

[Act 29 of 2012 wef 01/03/2012]
for the purposes of paragraph (a), the number of years of
working life of any aircraft acquired between 1st March
1995 and 29th February 2012 (both dates inclusive) shall,
if it had been extended under section 19(2)(b) in force
immediately before 1st March 2012, be the number of
years of its working life as specified in the Sixth Schedule
together with the extension;

[Act 29 of 2012 wef 01/03/2012]
for the purposes of paragraph (a), the number of years of
working life of any aircraft acquired on or after 1st March
2012 by an approved aircraft leasing company within the
meaning of section 43Y shall, if the company has made an
election under subsection (2A), be the number of years of
its working life as specified in the Sixth Schedule together
with the extension specified by the company under
subsection (2A) in accordance with subsection (2B);

[Act 29 of 2012 wef 01/03/2012]
the annual allowance in respect of any asset for any year of
assessment shall not exceed the amount of the capital
expenditure of the asset still unallowed under this section
as at the beginning of the basis period for that year of
assessment;
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(d) for the purposes of the Sixth Schedule, where any question
arises as to the classification of an asset under any item of
that Schedule, the asset shall be treated as falling under
such item as the Comptroller considers proper.

[28/80; 32/95; 53/2007]
(2A) An approved aircraft leasing company which acquired any
aircraft on or after 1st March 2012 may, at the time of lodgment of its
return of income for the year of assessment relating to the basis period
in which the aircraft was acquired, make an irrevocable election to the
Comptroller for the number of years of the working life of the aircraft
as specified in the Sixth Schedule to be extended by a period specified
by the company.
[Act 29 of 2012 wef 01/03/2012]
(2B) The total of the number of years of the working life of the
aircraft specified in the Sixth Schedule and the period specified by the
company must not exceed 20 years
[Act 29 of 2012 wef 01/03/2012]
*(3) Notwithstanding subsection (1) or (2) or section 19A(1) or
(1B), in respect of a motor car to which this subsection applies —

(a) the initial allowance to be made under subsection (1) shall
be calculated on an amount equal to the capital expenditure
incurred in respect of that motor car or $35,000, whichever
1s the less;

*(b) the annual allowance to be made under subsection (2) or
section 19A4(1) or (1B) shall be calculated on the basis that
the original cost of that motor car is the capital expenditure
incurred or $35,000, whichever is the less; and

(c) the aggregate of the initial and annual allowances to be
made under this subsection for all relevant years of

assessment shall not exceed $35,000.
[37/75; 5/83]

[53/2007 wef 06/12/2007]
[27/2009 wef 29/12/2009]

*This Subsection will be amended as set out in section 15(b) of the Income Tax (Amendment No. 2) Act 2007
(Act 53 of 2007) from the year of assessment 2009.

*The words in italics in paragraph () shall have effect from the year of assessment 2007.
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(4) Subsection (3) shall apply to a motor car which is constructed or
adapted for the carriage of not more than 7 passengers (exclusive of
the driver) and the weight of which unladen does not exceed 3,000
kilograms and which —

(a) was registered before 1st April 1998 as a business service
passenger vehicle for the purposes of the Road Traffic Act
(Cap. 276) but excludes such a motor car which is —

(1) used principally for instructional purposes; and

(i1) acquired by a person who carries on the business of
providing driving instruction and who holds a
driving school licence or driving instructor’s
licence issued under that Act; or

(b) 1s registered outside Singapore and used exclusively
outside Singapore.

[32/99]

*(5) No allowance under this section or section 194 shall be made

in respect of a motor car which is constructed or adapted for the

carriage of not more than 7 passengers (exclusive of the driver) and

the weight of which unladen does not exceed 3,000 kilograms
except —

(a) a taxi;

(b) a motor car registered outside Singapore and used
exclusively outside Singapore;

(c) a private hire car acquired by a person who carries on the
business of hiring out cars and which is used by the person
principally for hiring;

(d) amotor car which was registered before 1st April 1998 as a
business service passenger vehicle for the purposes of the
Road Traffic Act (Cap. 276); and

(e) a motor car registered on or after 1st April 1998 which is
used principally for instructional purposes and acquired by
a person who carries on the business of providing driving
instruction and who holds a driving school licence or

**The words in italics in subsection (5) shall have effect from the year of assessment 2009.
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driving instructor’s licence issued under the Road Traffic
Act.
[32/99; 53/2007]
(5A) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the trade,
profession or business, for which purpose the machinery or plant is
provided, produces income that is exempt from tax as well as income
chargeable with tax, the allowances for that year of assessment shall
be made against each income for that year of assessment in such
proportion as appears reasonable to the Comptroller in the
circumstances.
[49/2004]
*(5B) For the purposes of subsection (2), where, at the end of the
basis period for the year of assessment 2009, a person has in use any
of the following motor vehicles within the meaning of the Road
Traffic Act:

(a) a motor car;
(b) a motor cycle;

(c) a goods vehicle the maximum weight of which laden does
not exceed 3,000 kilograms,

in respect of which allowances have been made under this section,
there shall be made to him, on due claim for that or any subsequent
year of assessment and in lieu of any further annual allowance under
this section, an annual allowance of 33'/3% in respect of the capital
expenditure remaining unallowed under this section in respect of the
motor vehicle as at the beginning of the basis period for the year of
assessment 2009.
[53/2007]
(6) In subsection (1), “prescribed” means prescribed by an order
made by the Minister.

(7) Every order made under this section shall be presented to
Parliament as soon as possible after publication in the Gazette.

*Subsection (5B) shall have effect from the year of assessment 2009.

Informal Consolidation — version in force from 28/6/2013



347 Car. 134 Income Tax 2008 Ed.

(8) Subject to subsection (9), this section shall, with the necessary
modifications, apply to a person carrying on any trade or business
who incurs during the basis period for any year of assessment
between the year of assessment 2009 and the year of assessment 2015
(both years inclusive) capital expenditure on the provision of
machinery or plant for any research and development undertaken
by him directly in Singapore or by a research and development
organisation on his behalf in Singapore, even though the machinery

or plant is not for the purposes of that trade or business.
[Act 34/2008, wef Y/A 2009 & sub Ys/A]

[29/2010 wef 22/11/2010]

(9) Section 14D(4) and (5) shall apply in relation to the allowance
for the capital expenditure referred to in subsection (8) as they apply
in relation to the deduction of the expenditure and payments referred
to in section 14D(1)(aa), (c¢) and (f), subject to the following
modifications:

(a) a reference to the amount of the expenditure or payments
(after deducting any amount in respect of which an election
for a cash payout has been made under section 37I) in
section 14D(4) is a reference to the remaining amount of
the allowance after deducting the amount of the allowance
that corresponds to the capital expenditure in respect of
which an election for a cash payout has been made under
section 37I;

(b) a reference to the specified amount of the expenditure or
payments is a reference to an amount computed in
accordance with the formula

A X g,

where A is the remaining amount of the allowance after
deducting the amount of the allowance that
corresponds to the capital expenditure in respect of
which an election for a cash payout has been made
under section 371;

B is the rate of tax specified in section 43(1)(a); and

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 348

C is —
(1) in a case where the concessionary income
derived by the person from the trade or

business carried on by him is subject to tax at
a single concessionary rate of tax, that rate; or

(1) in a case where the concessionary income
derived by the person from the trade or
business carried on by him is subject to tax at
2 or more concessionary rates of tax, the higher
or highest of those rates; and

(9

(c¢) a reference to ‘“‘unabsorbed losses” is a reference to

“unabsorbed allowances”.
[22/2011 wef Y/A 2011 & Sub Ys/A]

[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

Allowances of 3 years or 2 years write off for machinery and
plant, and 100% write off for computer, prescribed automation
equipment and robot, etc.

19A.—(1) Notwithstanding section 19, where a person carrying on
a trade, profession or business incurs capital expenditure on the
provision of machinery or plant for the purpose of that trade,
profession or business, there shall be made to him, on due claim for
any year of assessment and in lieu of the allowances provided by
section 19, an annual allowance of 33'/5% in respect of the capital
expenditure incurred.
[53/2007 wef Y/ 2009]
"(1A) Any annual allowance under this section in respect of any
asset for any year of assessment shall not exceed the amount of the
capital expenditure of the asset remaining unallowed as at the
beginning of the basis period for that year of assessment.
[53/2007]
(1B) Notwithstanding subsection (1), where a person carrying on a
trade, profession or business incurs, during the basis period relating to
the year of assessment 2010 or 2011, capital expenditure on the
provision of machinery or plant for the purposes of that trade,

**Subsection (1A) shall have effect from the year of assessment 2009.
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profession or business, he may, in lieu of the allowances provided by
subsection (1) or section 19, elect to be entitled for any 2 years of
assessment to the following:

(a) for the year of assessment relating to the basis period in
which the capital expenditure was incurred or any
subsequent year of assessment (referred to in this
subsection as the first year), an allowance of 75% in
respect of the capital expenditure incurred; and

(b) for any year of assessment subsequent to the first year, an
allowance of 25% in respect of the capital expenditure
incurred.

[27/2009 wef 29/12/2009]
(1C) Where a person carrying on a trade, profession or business
enters into a hire-purchase agreement during the basis period relating
to the year of assessment 2010 or 2011 in respect of machinery or
plant provided for the purposes of that trade, profession or business,
subsection (1B) shall apply to each instalment paid by that person
under that hire-purchase agreement, whether the instalment is paid
during or after the basis period relating to the year of assessment 2010
or 2011.
[27/2009 wef 29/12/2009]
(1D) An election made by a person under subsection (1B) shall be
irrevocable.
[27/2009 wef 29/12/2009]
(2) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has installed a computer or
other prescribed automation equipment for the purposes of a trade,
business or profession carried on by him, he shall, in lieu of the
allowances provided by subsection (1) or (1B) or section 19, be
entitled, if he so elects, to an allowance of 100% in respect of the
capital expenditure incurred on the provision of that computer or

automation equipment.
[15/83; 13/84; 7/85]

[27/2009 wef 29/12/2009]

(2A) Where a person proves to the satisfaction of the Comptroller
that he has incurred capital expenditure during the basis period for the
year of assessment 2011 or the year of assessment 2012 on the
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provision of one or more PIC automation equipment for the purposes
of a trade, profession or business carried on by him, there shall be
allowed on due claim, in respect of all his trades, professions and
businesses, and in addition to the allowance under section 19 or
subsection (1), (IB) or (2) (as the case may be), an allowance
computed in accordance with the following formula:

A x 300%,
where A is —
(a) forthe year of assessment 2011, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) $800,000; and
(b) for the year of assessment 2012, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) the balance after deducting from $800,000 the lower

of the amounts specified in paragraph (a)(i) and (ii).

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2B) Where a person proves to the satisfaction of the Comptroller

that he has incurred capital expenditure during the basis period for the

year of assessment 2013, the year of assessment 2014 or the year of

assessment 2015 on the provision of one or more PIC automation

equipment for the purposes of a trade, profession or business carried

on by him, there shall be allowed on due claim, in respect of all his

trades, professions and businesses and in addition to the allowance

under section 19 or subsection (1), (1B) or (2) (as the case may be), an
allowance computed in accordance with the following formula:

A x 300%,
where A is —
(a) forthe year of assessment 2013, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and
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(i) $1,200,000;
(b) for the year of assessment 2014, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (i1); and

(c) for the year of assessment 2015, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (i1) and the lower of the amounts specified in

paragraph (b)(1) and (i1).
[22/2011 wef Y/A 2011 & Sub Ys/A]

(2BA) In subsection (2A), the amount under paragraph (a)(ii) shall
be substituted with “$400,000” if the person does not carry on any
trade, profession or business during the basis period for the year of
assessment 2012, and the balance under paragraph (b)(ii) shall be
substituted with “$400,000” if the person does not carry on any trade,
profession or business during the basis period for the year of
assessment 2011.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2BB) In subsection (2B) —

(a) if the person does not carry on any trade, profession or
business during the basis period for any one year of
assessment between the year of assessment 2013 and the
year of assessment 2015 (both years inclusive), the
references to “$1,200,000” in the paragraphs of that
subsection applicable to the other 2 years of assessment
shall be substituted with “$800,000”;

(b) 1f the person does not carry on any trade, profession or
business during the basis periods for any 2 years of
assessment between the year of assessment 2013 and the
year of assessment 2015 (both years inclusive), the
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reference to “$1,200,000” in the paragraph of that
subsection applicable to the remaining year of
assessment shall be substituted with “$400,000”; and

for the avoidance of doubt, no deduction shall be made
from the substituted amount in subsection (2B)(b)(ii) or
(c)(i1) of the lower of the amounts specified in subsection
(2B)(a)(1) and (i1) if the person does not carry on any trade,
profession or business during the basis period for the year
of assessment 2013, and no deduction shall be made from
the substituted amount in subsection (2B)(c)(i1) of the
lower of the amounts specified in subsection (2B)(b)(1) and
(1) if the person does not carry on any trade, profession or
business during the basis period for the year of assessment

2014.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(2C) Where a person proves to the satisfaction of the Comptroller
that he has during or after the basis period for the year of assessment
2011 incurred capital expenditure by way of making one or more
instalment payments under a hire-purchase agreement or agreements
to acquire one or more PIC automation equipment for the purposes of
a trade, business or profession carried on by him, that is or are signed
during the basis period for any year of assessment between the year of
assessment 2011 and the year of assessment 2015 (both years
inclusive), and he makes a claim for an allowance under
subsection (2A) or (2B), those subsections shall apply with the
following modifications:

(a) a reference to the capital expenditure incurred on the

provision of one or more PIC automation equipment
during the basis period for a year of assessment, being the
basis period in which the agreement or agreements is or are
signed, is a reference to the aggregate of —

(1) the price or prices (including capital expenditure
incurred on alterations to an existing building
incidental to the installation of the equipment but
excluding any finance charges) at which he might
have purchased the equipment or all the equipment
that is the subject of the hire-purchase agreement or
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agreements for cash at the time of the signing of the
agreement or agreements; and

(i1) the capital expenditure incurred on the provision of
any other PIC automation equipment for the
purposes of his trade, profession or business during
that basis period;

a reference to the capital expenditure incurred on the
provision of one or more PIC automation equipment
during the basis period for a year of assessment excludes
the amount of any instalment paid or deposit made by him
under that agreement or any of those agreements during the
basis period; and

the allowance referred to in subsection (2A) or (2B) in
respect of each equipment that is the subject of a hire-
purchase agreement shall be made to the person for the
year of assessment in respect of each basis period during
which he paid an instalment or instalments or made a
deposit or deposits under the agreement, in the proportion
which the total amount of the instalment or instalments
paid, and deposit or deposits made, during that basis period
for that equipment bears to the total amount of all
instalments and deposits under the agreement for that

equipment.
[22/2011 wef Y/A 2011 & Sub Ys/A]

(2D) For the purposes of subsections (2A) and (2B), where an
individual carrying on a trade, profession or business through 2 or
more firms (excluding partnerships) has incurred capital expenditure

during th

e basis period for any year of assessment between the year of

assessment 2011 and the year of assessment 2015 (both years

inclusive
in respec
business,

) on the provision of one or more PIC automation equipment
t of such firms for the purposes of his trade, profession or
the allowance that may be allowed to him for that

expenditure in respect of all his trades, professions and businesses

shall not
(2A) or (

exceed the amount computed in accordance with subsection

2B) (as the case may be) for that year of assessment.
[22/2011 wef Y/A 2011 & Sub Ys/A]
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(2E) For the purposes of subsections (2A) and (2B), where a
partnership carrying on a trade, profession or business has incurred
capital expenditure during the basis period for any year of assessment
between the year of assessment 2011 and the year of assessment 2015
(both years inclusive) on the provision of one or more PIC automation
equipment for the purposes of its trade, profession or business, the
aggregate of the allowances that may be allowed to all the partners of
the partnership for that expenditure in respect of all the trades,
professions and businesses of the partnership shall not exceed the
amount computed in accordance with subsection (2A) or (2B) (as the
case may be) for that year of assessment.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2F) Notwithstanding subsections (2A) and (2B), where a person
has incurred capital expenditure on the provision of any PIC
automation equipment for the purpose of leasing such equipment,
no allowance under those subsections shall be made to him in respect
of such expenditure.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2FA) Notwithstanding subsections (2A) and (2B), where the PIC
automation equipment in question is not prescribed automated
equipment under subsection (2), then the allowances claimed under
subsections (2A) and (2B) shall be written down in the following
manner:

(a) where the person claiming the allowances elects to claim
allowances in respect of such equipment under
section 19 —

(1) one-fifth of the allowances under subsections (2A)
and (2B) shall be allowed for the year of assessment
for the basis period during which the expenditure is
incurred; and

(i1) the balance of the allowances under subsections (2A)
and (2B) shall be written down over the number of
years of working life of the equipment as specified in
the Sixth Schedule;

(b) where the person claiming the allowances elects to claim
allowances in respect of such equipment under
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subsection (1) or (1B), the allowances under subsections
(2A) and (2B) shall be written down over 3 years in the
case of subsection (1), or over 2 years in the case of
subsection (1B), in the same proportions as those in which
the allowances under subsection (1) or (1B) (as the case
may be) may be made to him over that period of years.
[22/2011 wef Y/A 2011 & Sub Ys/A]

otwithstanding subsections (2A) and (2B) —

where a person who has incurred capital expenditure on the
provision of any PIC automation equipment (being also a
prescribed automation equipment under subsection (2))
elects to claim allowances in respect of such equipment
under section 19 —

(1) one-fifth of the allowances claimed wunder
subsections (2A) and (2B) shall be allowed for the
year of assessment for the basis period during which
the expenditure is incurred; and

(11) the balance of the allowances claimed under
subsections (2A) and (2B) shall be written down
over the number of years of working life of the
equipment as specified in the Sixth Schedule;

[22/2011 wef Y/A 2011 & Sub Ys/A]
where a person who has incurred capital expenditure on the
provision of any PIC automation equipment (being also a
prescribed automation equipment under subsection (2))
elects to claim allowances in respect of such equipment
under subsection (1) or (1B), the allowances claimed under
subsections (2A) and (2B) shall be written down over 3
years in the case of subsection (1), or over 2 years in the
case of subsection (1B), in the same proportions as those in
which the allowances under subsection (1) or (1B) (as the
case may be) may be made to him over that period of years;
and

[22/2011 wef Y/A 2011 & Sub Ys/A]
if the person referred to in paragraph (a) or (aa) sells,
transfers or assigns the PIC automation equipment after
one year from the provision of such equipment, any
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allowance in respect of such equipment under
subsections (2A) and (2B) remaining unallowed at the
time of the sale, transfer or assignment shall be allowed to
him for the year of assessment relating to the basis period
in which the sale, transfer or assignment occurs.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(2GA) The allowances referred to in subsection (2FA)(a)(i) or (b)
or (2G)(a)(i) or (aa) (as the case may be), in respect of any equipment
that is the subject of a hire-purchase agreement, shall be made to the
person for the year of assessment in respect of each basis period
during which he paid an instalment or instalments or made a deposit
or deposits under the agreement, in the proportion which the total
amount of the instalment or instalments paid, and deposit or deposits
made, during that basis period for the equipment bears to the total
amount of all instalments and deposits under the agreement for that
equipment.
[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]
(2H) Where any allowance has been made to any person under
subsection (2A) or (2B) in respect of any PIC automation equipment
and the person sells, transfers, assigns or leases the PIC automation
equipment within the period of one year from the provision of such
equipment —

(a) no allowance in respect of such equipment shall be made to
that person under subsections (2A) and (2B) for the year of
assessment relating to the basis period in which the sale,
transfer, assignment or lease occurs and for any subsequent
year of assessment; and

(b) any allowance made under subsection (2A) or (2B) shall be
brought to charge as if the allowances were not made, and
be deemed as income for the year of assessment relating to
the basis period in which the sale, transfer, assignment or
lease occurs.

[22/2011 wef Y/A 2011 & Sub Ys/A]
(2HA) The Minister or such person as he appoints may waive the
application of subsection (2H)(b) in the following circumstances:

(a) the capital expenditure incurred on the provision of other
PIC automation equipment acquired in the basis period in

Informal Consolidation — version in force from 28/6/2013



357 Car. 134 Income Tax 2008 Ed.

which the equipment sold, transferred, assigned or leased
was acquired, is more than or equal to the amount that
applies to the year of assessment to which the basis period
relates; or

(b) the Minister or person appointed by him is satisfied that
there 1s a bona fide commercial reason for the sale, transfer,
assignment or lease.

[22/2011 wef Y/A 2011 & Sub Ys/A]
(2HB) In subsection (2HA), the amount that applies to a year of
assessment is the amount set out in —

(a) for the year of assessment 2011, subsection (2A)(a)(ii);
(b) for the year of assessment 2012, subsection (2A)(b)(ii);
(c) for the year of assessment 2013, subsection (2B)(a)(ii);
(d) for the year of assessment 2014, subsection (2B)(b)(i1);
(e) for the year of assessment 2015, subsection (2B)(c)(ii),

as modified by subsection (2BA) or (2BB) (as the case may be).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(21) No allowance under subsections (2A) and (2B) shall be made
to any person in respect of any amount of capital expenditure incurred
on the provision of PIC automation equipment for which an
investment allowance has been claimed under Part X of the
Economic Expansion Incentives (Relief from Income Tax) Act
(Cap. 86).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(2TIA) No allowance under subsections (2A) and (2B) shall be made
to any person in respect of any amount of capital expenditure incurred
on the provision of PIC automation equipment for which an
integrated investment allowance has been claimed under
Part XIIID of the Economic Expansion Incentives (Relief from
Income Tax) Act.
[2/2013 wef 17/02/2012]
(2]) No allowance under subsections (2A) and (2B) shall be made
to any person in respect of any PIC automation equipment —

(a) [Deleted by Act 2 of 2013 wef 17/02/2012]
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(b) for which an allowance under this section or section 19 has
been previously made to that person.

[22/2011 wef Y/A 2011 & Sub Ys/A]
(2K) No allowance under subsections (2A) and (2B) shall be made
to any person in respect of any instalment paid by him under any hire-
purchase agreement to acquire any PIC automation equipment that is

signed before the basis period for the year of assessment 2011.
[22/2011 wef Y/A 2011 & Sub Ys/A]
(3) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has, for the purposes of a trade,
business or profession carried on by him, installed a generator in any
office or factory for the supply of electrical power to that office or
factory in the event of a disruption in the normal supply of electrical
power, he shall, in lieu of the allowances provided by subsection (1)
or (1B) or section 19, be entitled, if he so elects, to an allowance of
100% in respect of the capital expenditure incurred on the provision

of that generator.
[20/91]

[27/2009 wef 29/12/2009]

(4) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has installed a robot for the
purposes of a trade, business or profession carried on by him, he shall,
in lieu of the allowances provided by subsection (1) or (1B) or
section 19, be entitled, if he so elects, to an allowance of 100% in
respect of the capital expenditure incurred on the provision of that

robot.
[13/84]

[27/2009 wef 29/12/2009]

(5) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has installed on or after
Ist January 1996 any efficient pollution control equipment or device
for the purposes of a trade, business or profession carried on by him,
he shall, in lieu of the allowances provided by subsection (1) or (1B)
or section 19, be entitled, if he so elects, to an allowance of 100% in
respect of the capital expenditure incurred on the provision of the

efficient pollution control equipment or device.
[28/96]

[27/2009 wef 29/12/2009]
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(6) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has installed on or after
Ist January 1996 any certified energy-efficient equipment as a
replacement for any other equipment, or has installed on or after that
date any certified energy-saving equipment, for the purposes of a
trade, business or profession carried on by him, he shall, in lieu of the
allowances provided by subsection (1) or (1B) or section 19, be
entitled, if he so elects, to an allowance of 100% in respect of the
capital expenditure incurred on the provision of the certified energy-

efficient equipment or certified energy-saving equipment.
[28/96; 31/98]

[27/2009 wef 29/12/2009]

(7) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has, on or after 1st January
1998, installed any new —

(a) certified low-decibel machine, equipment or system;

(b) certified effective noise control device which is a distinct
entity or an accessory of any new or existing machine,
equipment or system; or

(c) certified effective engineering noise control measure for
any existing machine, equipment or process,

for the purposes of a trade, business or profession carried on by him,
he shall, in lieu of the allowances provided by subsection (1) or (1B)
or section 19, be entitled, if he so elects, to an allowance of 100% in
respect of the capital expenditure incurred on the provision of the
certified machine, equipment or system, or the certified effective

noise control device or measure.
[31/98]

[27/2009 wef 29/12/2009]

(8) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has, on or after 1st January
1998, installed any new —

(a) certified machine, equipment or system which reduces or
eliminates exposure to chemical risk;
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(b) certified effective chemical hazard control device which is
a distinct entity or an accessory of any new or existing
machine, equipment or process; or

(c) certified effective chemical hazard control measure for any
existing machine, equipment or process,

for the purposes of a trade, business or profession carried on by him,
he shall, in lieu of the allowances provided by subsection (1) or (1B)
or section 19, be entitled, if he so elects, to an allowance of 100% in
respect of the capital expenditure incurred on the provision of the
certified machine, equipment or system, or the certified effective

chemical hazard control device or measure.
[31/98]

[27/2009 wef 29/12/2009]

(9) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has, for the purposes of a trade,
business or profession carried on by him, registered any new vehicle
as a replacement for an existing vehicle which used diesel oil as fuel
and which was registered before 1st January 1991 and deregistered on
or after 27th February 1999, he shall, in lieu of the allowances
provided by subsection (1) or (1B) or section 19, be entitled, if he so
elects, to an allowance of 100% in respect of the capital expenditure

incurred on the provision of that new vehicle.
[53/2007]

[27/2009 wef 29/12/2009]

(9A) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has, for the purposes of a trade,
business or profession carried on by him, registered during the period
from 15th February 2007 to 14th February 2012 any new vehicle
which uses diesel oil as fuel, as a replacement for an existing vehicle
which used diesel oil as fuel and which was registered on or after
Ist January 1991 but before 1st October 2006, he shall, in lieu of the
allowances provided by subsection (1) or (1B) or section 19, be
entitled, if he so elects, to an allowance of 100% in respect of the

capital expenditure incurred on the provision of that new vehicle.
[53/2007]

[27/2009 wef 29/12/2009]
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(10) Notwithstanding section 19, where a person proves to the
satisfaction of the Comptroller that he has incurred capital
expenditure on the provision of a website for the purposes of a
trade, business or profession carried on by him, he shall be entitled to
an allowance of 100% in respect of the capital expenditure incurred
on the provision of that website, and for this purpose, a website is
deemed to be machinery or plant.

[37/2002]

(10A) Notwithstanding section 19 and subject to subsection (10B),
where a person proves to the satisfaction of the Comptroller that he
has incurred capital expenditure not exceeding $5,000 on the
provision of any item of machinery or plant for the purposes of a
trade, profession or business carried on by him, he shall, in lieu of the
allowances provided by subsection (1) or (1B) or section 19, be
entitled, if he so clects, to an allowance of —

(a) 100% in respect of that capital expenditure; or

(b) where allowances have been made under subsection (1) or
(1B) or section 19 for any previous year of assessment
under subsection (10B), the amount of that capital

expenditure still unallowed.
[34/2005]

[27/2009 wef 29/12/2009]
[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(10B) The aggregate amount of allowances claimed by any person
under subsection (10A) for any year of assessment shall not exceed
$30,000; and allowances may be made under subsection (1) or (1B)

or section 19 in respect of any capital expenditure still unallowed.
[34/2005]

[27/2009 wef 29/12/2009]

(10C) No allowance shall be made under subsection (10A) in
respect of any item of machinery or plant which is acquired under a
hire-purchase agreement and the original cost of that item of

machinery or plant exceeds $5,000.
[34/2005]

[Act 29 of 2012 wef Y/A 2013 & Sub Ys/A]

(11) Any claim by a person for allowances in respect of any
machinery or plant under this section for any year of assessment shall
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not be disallowed by reason only that the person has not in use the
machinery or plant at the end of the basis period for that year of
assessment.
[28/96; 31/98; 37/2002]
(12) Any claim for allowances under this section shall be made at
the time of lodgment of the return of income for the relevant years of
assessment or within such further time as the Comptroller may, in his
discretion, allow.

(13) Where any allowance has been claimed and allowed under this
section for any year of assessment, no allowances shall be made in
any subsequent year of assessment under section 19 in respect of such
expenditure.

(13A) Where the tax relief period of a person to whom a certificate
has been issued under Part II of the Economic Expansion Incentives
(Relief from Income Tax) Act (Cap. 86) expires in any basis period
ending on or after 1st January 1992 and the person has —

(a) at the end of the basis period immediately following that
basis period, in use machinery or plant in respect of which
capital allowances have been made under section 19; and

(b) before the end of the year of assessment which relates to
the basis period referred to in paragraph (a), so elected,

there shall be made to him for a period of 3 years an annual allowance
of 33'/3% in respect of the capital expenditure remaining unallowed
under section 19 in respect of the machinery or plant as at the end of
that basis period.
[13/84; 11/94]
(13B) Where a person to whom a certificate has been issued under
the repealed Part IV, VI, VII, XI or XII of the Economic Expansion
Incentives (Relief from Income Tax) Act has —

(a) at the end of the basis period immediately following the
expiry of his tax relief period, in use machinery or plant in
respect of which capital allowances have been made under
section 19; and

(b) before the end of the year of assessment which relates to
that basis period, so elected,
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there shall be made to him for a period of 3 years an annual allowance
of 33'/3% in respect of the capital expenditure remaining unallowed
under section 19 in respect of the machinery or plant as at the end of
that basis period.
[13/84; 11/94]
(14) Subject to subsections (10A), (13A) and (13B), where any
allowance has been claimed and allowed under section 19 in respect
of any expenditure, no allowances shall, except with the approval of
the Minister or the Comptroller and subject to such conditions as he
may impose, be made in any subsequent year of assessment under this
section in respect of the amount of that expenditure remaining
unallowed under section 19.
[34/2005]
(14A) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act, where, in the
basis period for any year of assessment, the trade, profession or
business, for which purpose the machinery or plant is provided,
produces income that is exempt from tax as well as income
chargeable with tax, the allowances for that year of assessment
shall be made against each income for that year of assessment in such
proportion as appears reasonable to the Comptroller in the
circumstances.
[49/2004]
(14B) Subject to subsection (14C), this section shall, with the
necessary modifications, apply to a person carrying on any trade or
business who incurs during the basis period for any year of
assessment between the year of assessment 2009 and the year of
assessment 2015 (both years inclusive) capital expenditure on the
provision of machinery or plant for any research and development
undertaken by him directly in Singapore or by a research and
development organisation on his behalf in Singapore, even though the

machinery or plant is not for the purpose of that trade or business.
[Act 34/2008, wef Y/A 2009 & sub Ys/A]

[29/2010 wef 22/11/2010]
[Act 29/2010 wef Y/A 2011 & Sub Ys/A]
(14C) Section 14D(4) and (5) shall apply in relation to the

allowance for the capital expenditure referred to in
subsection (14B) as they apply in relation to the deduction of the
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expenditure and payments referred to in section 14D(1)(aa), (c) and
(f), subject to the following modifications:

(a)

(b)

a reference to the amount of the expenditure or payments
(after deducting any amount in respect of which an election
for a cash payout has been made under section 37I) in
section 14D(4) is a reference to the remaining amount of
the allowance after deducting the amount of the allowance
that corresponds to the capital expenditure in respect of
which an election for a cash payout has been made under
section 37I;

[22/2011 wef Y/A 2011 & Sub Ys/A]
a reference to the specified amount of the expenditure or
payments is a reference to an amount computed in
accordance with the formula

B

A X —
XC,

where A is the remaining amount of the allowance after

deducting the amount of the allowance that
corresponds to the capital expenditure in respect of
which an election for a cash payout has been made
under section 37I;

B is the rate of tax specified in section 43(1)(a); and
Cis—
(1) in a case where the concessionary income
derived by the person from the trade or

business carried on by him is subject to tax at a
single concessionary rate of tax, that rate; or

(i) in a case where the concessionary income
derived by the person from the trade or
business carried on by him is subject to tax at
2 or more concessionary rates of tax, the higher
or highest of those rates; and
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(c¢) a reference to ‘“unabsorbed losses” is a reference to

“unabsorbed allowances”.
[22/2011 wef Y/A 2011 & Sub Ys/A]

[Act 29/2010 wef Y/A 2011 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(15) In this section —

“automation equipment” means any machinery or plant
designed for the automation of functions or services;

[29/2010 wef 22/11/2010]

“certificate of entitlement” means a permit issued or deemed to
be issued under section 10A of the Road Traffic Act
(Cap. 276);

“certified effective chemical hazard control device” means —
(a) any local exhaust ventilation system;

(b) any fugitive emission control equipment or system,;
or

(c) any dilution ventilation system,

which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to have

satisfied the prescribed criteria;
[22/2011 wef 01/01/2006]

“certified effective chemical hazard control measure” means —
(a) any enclosed or automated system; or
(b) any modification to machine, equipment or process,

which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to have

satisfied the prescribed criteria;
[22/2011 wef 01/01/2006]

“certified effective engineering noise control measure”
means —

(a) any detachable personnel acoustic enclosure;

(b) any acoustic barrier or shield;
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(c) any acoustic absorption device; or
(d) any modification to machine, equipment or process,

which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to have

satisfied the prescribed criteria;
[22/2011 wef 01/01/2006]

“certified effective noise control device” means —

(a) any acoustic enclosure for machine, equipment or
process;

(b) any acoustic silencer or muffler;

(c) any vibration absorption, isolation or damping
device; or

(d) any active noise control device,

which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to have

satisfied the prescribed criteria;
[22/2011 wef 01/01/2006]

“certified energy-efficient equipment” means —
(a) any air-conditioning system;
(b) any boiler;
(c) any water pumping system,;
(d) any washing or dry-cleaning machine system;
(e) any refrigeration system;
(f) any lift or escalator; and
(g) any instant hot water system,

which has been certified by a professional engineer registered
under the Professional Engineers Act (Cap. 253) to be more
energy-efficient than the equipment which it replaces;

“certified energy-saving equipment” means —
(a) any solar heating or cooling system,;

(b) any solar energy collection system;
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(c)
(d)
(e)
)
(g)
(h)
(i)

any heat recovery system;

any power factor controller;

any high efficiency electric motor;

any variable speed drive motor control system;
any high frequency lighting system;

any computerised energy management system; and

any other energy-saving equipment or device,

which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to be an
energy-saving equipment;

[22/2011 wef 01/01/2006]

“certified low-decibel machine, equipment or system” means —

(@)
(6)
(©)
(@)
(e)
()

any concrete crusher or splitter;

any plastic granulator or crusher;

any automatic sawing machine;

any metal press or stamping machine;

any machine with active noise control feature; or

any other machine, equipment or system,

which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to have
satisfied the prescribed criteria;

[22/2011 wef 01/01/2006]

“certified machine, equipment or system which reduces or
eliminates exposure to chemical risk” means —

(a)
(6)

(©)
(d)

any water-based degreasing machine or system,;

any automated bagging or packing machine or
system,;

any automated degreasing machine or system; or

any other machine, equipment or system,
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which has been certified by any person approved by either the
Minister or such person as the Minister may appoint to have
satisfied the prescribed criteria;
[22/2011 wef 01/01/2006]
“computer” means any computer used for automatic data
processing and includes any part thereof;

“efficient pollution control equipment or device” means any
equipment or device for the purposes of preventing,
controlling or reducing air pollution or water pollution
which satisfies the prescribed criteria;

“existing vehicle” means any goods vehicle or bus using diesel
oil as fuel which —

(a) is not a vehicle registered under the RU index marks;

(b) 1s deregistered not later than one year before the last
day on which a renewal of registration licence can be
issued under the Road Traffic Act (Cap. 276) in
respect of the vehicle; and

(c) has, unless the vehicle has been exempted from
obtaining a certificate of entitlement, at the date of
deregistration of the vehicle —

(1) at least one year remaining in its certificate of
entitlement; or

(i) a certificate of entitlement which can be
renewed after its expiration;

“goods vehicle” means any motor vehicle constructed or
adapted for use for the carriage of goods;

“new vehicle” means any new goods vehicle or new bus
which —

(a) is registered within one month before, or within 6
months after, the deregistration of the existing
vehicle which uses diesel oil as fuel; and

(b) bears an index mark which is the same as that of the
index mark of such existing vehicle, and for this
purpose, where the new goods vehicle and such
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existing vehicle have a maximum laden weight
exceeding 3.0 metric tons but not exceeding 3.5
metric tons, the new goods vehicle shall be deemed to
bear an index mark which is the same as that of such
existing vehicle;

“Productivity and Innovation Credit Scheme automation
equipment” or “PIC automation equipment”, in relation to
any person, means —

(a) any automation equipment that is prescribed by the
Minister for the purposes of subsections (2A) and
(2B) and section 14T; or

(b) any automation equipment which the Minister or a
person appointed by him has approved as PIC
automation equipment for the first-mentioned
person;

[22/2011 wef 20/12/2011]

“website” means a collection of programmes, data and images

which is accessible over the Internet or any network using a
browser or any other form of access.

[15/83; 13/84; 7/85; 1/90; 28/96; 31/98; 32/99; 24/2000;

18/2002; 37/2002; 49/2004; 7/2006; 53/2007]

(16) In subsections (2A) to (2G) and (2I), a reference to capital
expenditure incurred on the provision of PIC automation equipment
excludes any such expenditure to the extent that it is or is to be
subsidised by grants or subsidies from the Government or a statutory

board.
[22/2011 wef Y/A 2011 & Sub Ys/A]

[29/2010 wef Y/A 2011 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

(17) For the purposes of paragraph (b) of the definition of “PIC
automation equipment”, the Minister or the person appointed by him
may only approve any automation equipment if the Minister or
person is satisfied that the equipment fulfils such criteria as may be

prescribed by the Minister.
[22/2011 wef 20/12/2011]
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(18) Any rules made under paragraph (a) of the definition of “PIC
automation equipment”, and any approval given under paragraph (b)
of that definition, may be made to have effect for any year of

assessment beginning with the year of assessment 2011.
[22/2011 wef 20/12/2011]

Writing-down allowances for intellectual property rights

19B.—(1) Subject to this section, where a company carrying on a
trade or business has incurred on or after 1st November 2003 capital
expenditure in acquiring any intellectual property rights for use in
that trade or business, writing-down allowances in respect of that
expenditure shall be made to it during a writing-down period of 5
years beginning with the year of assessment relating to the basis
period in which that expenditure is incurred.

[24/2001; 21/2003]

(1A) Where a company carrying on a trade or business incurs
during the basis period for the year of assessment 2011 or the year of
assessment 2012 capital expenditure in acquiring one or more
intellectual property rights for use in its trade or business, there shall,
in addition to the writing-down allowance under subsection (1), be
made in respect of all its trades and businesses a writing-down
allowance computed in accordance with the following formula:

A x 300%,

where A is —
(a) forthe year of assessment 2011, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i) $800,000; and
(b) for the year of assessment 2012, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) the balance after deducting from $800,000 the lower

of the amounts specified in paragraph (a)(i) and (ii).
[22/2011 wef Y/A 2011 & Sub Ys/A]
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(1B) Where a company carrying on a trade or business incurs
during the basis period for the year of assessment 2013, the year of
assessment 2014 or the year of assessment 2015 capital expenditure
in acquiring one or more intellectual property rights for use in its
trade or business, there shall, in addition to the writing-down
allowance under subsection (1), be made in respect of all its trades
and businesses a writing-down allowance computed in accordance
with the following formula:

A x 300%,
where A 1s —
(a) for the year of assessment 2013, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) $1,200,000;
(b) for the year of assessment 2014, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (i1); and

(c) forthe year of assessment 2015, the lower of the following:

(1) such capital expenditure incurred during the basis
period for that year of assessment; and

(i1) the balance after deducting from $1,200,000 the
lower of the amounts specified in paragraph (a)(1)
and (i1), and the lower of the amounts specified in

paragraph (b)(i) and (i1).
[22/2011 wef Y/A 2011 & Sub Ys/A]
(1BA) In subsection (1A), the amount under paragraph (a)(ii) shall
be substituted with “$400,000” if the company does not carry on any
trade or business during the basis period for the year of assessment
2012, and the balance under paragraph (b)(i1) shall be substituted
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with “$400,000” if the company does not carry on any trade or
business during the basis period for the year of assessment 2011.

[22/2011 wef Y/A 2011 & Sub Ys/A]
[Act 29 of 2012 wef 18/12/2012]

(1BB) In subsection (1B) —

(a)

(b)

if the company does not carry on any trade or business
during the basis period for any one year of assessment
between the year of assessment 2013 and the year of
assessment 2015 (both years inclusive), the references to
“$1,200,000” in the paragraphs of that subsection
applicable to the other 2 years of assessment shall be
substituted with “$800,000”;

[Act 29 of 2012 wef 18/12/2012]
if the company does not carry on any trade or business
during the basis periods for any 2 years of assessment
between the year of assessment 2013 and the year of
assessment 2015 (both years inclusive), the reference to
“$1,200,000” in the paragraph of that subsection
applicable to the remaining year of assessment shall be
substituted with “$400,000”; and

[Act 29 of 2012 wef 18/12/2012]
for the avoidance of doubt, no deduction shall be made
from the substituted amount in subsection (1B)(b)(ii) or
(c)(i1) of the lower of the amounts specified in subsection
(1B)(a)(1) and (i1) if the company does not carry on any
trade or business during the basis period for the year of
assessment 2013, and no deduction shall be made from the
substituted amount in subsection (1B)(c)(i1) of the lower of
the amounts specified in subsection (1B)(b)(1) and (ii) if
the company does not carry on any trade or business during

the basis period for the year of assessment 2014.
[22/2011 wef Y/A 2011 & Sub Ys/A]

[Act 29 of 2012 wef 18/12/2012]

(1C) Where a company proves to the satisfaction of the
Comptroller that it has during or after the basis period for the year
of assessment 2011 incurred capital expenditure by way of making
one or more instalment payments under an agreement or agreements
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in acquiring one or more intellectual property rights for use in its
trade or business, that is or are signed during the basis period for any
year of assessment between the year of assessment 2011 and the year
of assessment 2015 (both years inclusive), and an allowance is made
under subsection (1A) or (1B), those subsections shall apply with the
following modifications:

(@)

(b)

(c)

a reference to the capital expenditure incurred on the
acquisition of one or more intellectual property rights
during the basis period for a year of assessment, being the
basis period in which the agreement or agreements is or are
signed, is a reference to the aggregate of —

(1) the price or prices (excluding any finance charges) at
which it might have purchased the right or all the
rights that is or are the subject of the agreement or
agreements for cash at the time of the signing of the
agreement or agreements; and

(i1) the capital expenditure incurred on the acquisition of
any other intellectual property rights for use in its
trade or business during that basis period;

a reference to the capital expenditure incurred on the
acquisition of one or more intellectual property rights
during the basis period for a year of assessment excludes
the amount of any instalment paid or deposit made by it
under that agreement or any of those agreements during the
basis period; and

the allowance referred to in subsection (1A) or (1B) in
respect of each right that is the subject of an agreement
shall be made to the company for the year of assessment in
respect of each basis period during which it paid an
instalment or instalments, or made a deposit or deposits,
under the agreement, in the proportion which the total
amount of the instalment or instalments paid, and deposit
or deposits made, during that basis period for that right
bears to the total amount of all instalments and deposits
under the agreement for that right.

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 374

(1D) No writing-down allowance under subsections (1A) and (1B)
shall be made for any capital expenditure incurred in acquiring any
intellectual property rights in any software which are acquired for the
purpose of licensing all or any of those rights to another.

[22/2011 wef Y/A 2011 & Sub Ys/A]

(2) The total writing-down allowances to be made to a company
under subsection (1) and subsection (1A) or (1B) for any year of
assessment shall be an amount equal to 20% of the aggregate of —

(a) the capital expenditure incurred by it on the acquisition of
the intellectual property rights; and

(b) the writing-down allowances under subsection (1A) or
(1B).
[29/2010 wef Y/A 2011 & Sub Ys/A]
(2A) The writing-down allowances to be made to a company under
this section shall be allowed only if —

(a) there is an undertaking by the company that it is an
assignee of the intellectual property rights; and

(b) the claim is made by the company in such manner and
subject to such conditions as the Comptroller may require.
[21/2003]
(2B) The Minister or such person as he may appoint may in any
particular case waive the requirement under subsection (2A) in
respect of any intellectual property rights acquired on or after
17th February 2006, subject to such conditions as he may impose.
[7/2007]
(2C) Notwithstanding subsections (1) and (2), where a company
that is an approved media and digital entertainment company
carrying on a trade or business has acquired on or after
22nd January 2009 approved intellectual property rights pertaining
to films, television programmes, digital animations or games, or other
media and digital entertainment contents, for use in that trade or
business, writing-down allowances in respect of the capital
expenditure incurred in acquiring those rights —

(a) shall be made to it during a writing-down period of 2 years
beginning with the year of assessment relating to the basis
period in which that expenditure is incurred; and
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(b) for each such year of assessment shall be an amount equal
to 50% of the capital expenditure incurred.

[27/2009 wef 22/01/2009]

(2D) No writing-down allowances under subsections (1A) and (1B)

shall be made in respect of any intellectual property rights in respect

of which the requirement under subsection (2A) has been waived

under subsection (2B), or any intellectual property rights approved
under subsection (2C).

[29/2010 wef Y/A 2011 & Sub Ys/A]

(2E) Where writing-down allowances have been made to any

company under subsection (1A) or (1B) in respect of the acquisition

of any intellectual property rights and any of the following events

occurs within 5 years from the acquisition of such intellectual

property rights:

(a) the rights come to an end without being subsequently
revived;

(b) the company sells, transfers or assigns all or any part of
those rights;

(ba) the company licenses all or any of those rights (being rights
in any software) to another;
[22/2011 wef Y/A 2011 & Sub Ys/A]
(¢) the company permanently ceases to carry on the trade or
business,

the following provisions shall apply:

(1) no writing-down allowance in respect of such intellectual
property rights shall be made to that company under
subsections (1A) and (1B) for the year of assessment
relating to the basis period in which the event occurs and
for any subsequent year of assessment; and

(i1) if any of those events occurs within the period of one year
from the acquisition of the intellectual property rights, any
writing-down allowances made under subsection (1A) or
(1B) shall be brought to charge as if the allowances were
not made, and be deemed as income for the year of
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assessment relating to the basis period in which the event

occurs.
[29/2010 wef Y/A 2011 & Sub Ys/A]
(3) Any capital expenditure incurred on the acquisition of any
intellectual property rights by a company before the commencement
of its trade or business shall be treated for the purpose of this section
as if it had been incurred by it on the first day it commences that trade

or business.
[24/2001; 21/2003]

[29/2010 wef Y/A 2011 & Sub Ys/A]

(4) Subject to subsection (4A), where writing-down allowances
have been made to any company under subsection (1) or (2C) in
respect of any intellectual property rights and, before the end of the
writing-down period, any of the following events occurs:

(a) the rights come to an end without being subsequently
revived;

(b) the company sells, transfers or assigns all or any part of
those rights;

(c¢) the company permanently ceases to carry on the trade or
business,

no writing-down allowance in respect of the intellectual property
rights shall be made to that company for the year of assessment
relating to the basis period in which the event occurs or for any
subsequent year of assessment, and, where (on the occurrence of the
event referred to in paragraph (b)) the price at which the rights were
sold, transferred or assigned exceeds the amount of the writing-down
allowances yet to be allowed on the date of the event, there shall be
made on the company for the year of assessment relating to the basis
period in which the event occurs a charge of an amount equal to the
lower of —

(1) the excess; and

(i1) the writing-down allowances made under subsections (1)

and (2C).
[29/2010 wef Y/A 2011 & Sub Ys/A]

[24/2001; 21/2003]
[27/2009 wef 22/01/2009]
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(4A) Where parts of any intellectual property right are sold,
transferred or assigned by the company at different times and at
least one sale, transfer or assignment occurs before the end of the
writing-down period, subsection (4) shall apply to each sale, transfer
and assignment with the following modifications:

(a) the reference to the amount of writing-down allowances
yet to be allowed for the year of assessment relating to the
basis period in which the event occurs, is a reference to an
amount ascertained in accordance with the formula

A — B,

where A is the amount of writing-down allowances yet to be
allowed for the intellectual property right on the date
of the first of such sales, transfers or assignments;
and

B is the aggregate of the prices of the parts of that right
previously sold, transferred or assigned by the
company,

or zero, if the amount ascertained by that formula is less
than or equal to zero; and

(b) the reference to the writing-down allowances made under
subsections (1) and (2C) is a reference to the balance of
such allowances made under subsections (1) and (2C) in
respect of that right after deducting the total amount of any
charges made under this section in respect of that right.

[29/2010 wef Y/A 2011 & Sub Ys/A]

(5) Where a company to whom writing-down allowances have been
made under subsections (1) and (2C) in respect of any intellectual
property rights sells, transfers or assigns all or any part of those rights
after the writing-down period, there shall be made on the company for
the year of assessment relating to the basis period in which the sale,
transfer or assignment occurs, a charge in an amount equal to the
price which the rights were sold, transferred or assigned or in an
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amount equal to the capital expenditure incurred in acquiring the

rights, whichever is the less.
[27/2009 wef 22/01/2009]

[24/2001; 21/2003]

(6) For the purposes of subsection (5), where there is more than one
sale, transfer or assignment of any part of any intellectual property
rights, the amount of the capital expenditure incurred in acquiring the
intellectual property rights for the year of assessment relating to the
basis period in which the sale, transfer or assignment of that part of
the rights occurs shall be ascertained in accordance with the formula

A — B,

where A 1is the capital expenditure incurred in acquiring the
intellectual property rights; and

B is the total amount of any charges made under this
section in any previous years of assessment in
respect of that expenditure.

[24/2001; 21/2003]

(6A) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the trade or
business, in which the intellectual property rights are used, produces
income that is exempt from tax as well as income chargeable with tax,
the allowances for that year of assessment shall be made against each
income for that year of assessment in such proportion as appears
reasonable to the Comptroller in the circumstances.

[49/2004]

(6B) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act, where, in the
basis period for any year of assessment, the trade or business, in
which the intellectual property rights are used, produces income that
i1s exempt from tax as well as income chargeable with tax, and any
charge under subsection (4) or (5) arises to be made, such proportion
of that charge shall be exempt from tax as appears reasonable to the

Comptroller in the circumstances.
[49/2004]
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(7) For the purpose of this section, any sale, transfer or assignment
of any intellectual property rights which occurs after the date on
which the trade or business of a company permanently ceases shall be
deemed to have occurred immediately before the cessation.

[24/2001; 21/2003]

(8) Notwithstanding the repeal of section 19B by the Income Tax
(Amendment) Act 2001 (Act 24 of 2001), the repealed section 19B
shall continue to apply and have effect to any approved know-how or
patent rights for which writing-down allowances had been made
before the repeal as if that Act had not been enacted.

[24/2001]

(9) Notwithstanding the amendment of section 19B by the Income
Tax (Amendment) Act 2003 (Act 21 of 2003), section 19B in force
immediately before 1st November 2003 shall continue to apply and
have effect to any intellectual property rights approved before that
date.

[21/2003]

(10) No writing-down allowance under subsections (1), (1A), (1B)
and (2C) shall be made for any capital expenditure incurred in respect
of intellectual property rights acquired after the last day of the basis

period for the year of assessment 2015.
[27/2009 wef 22/01/2009]

[Act 29/2010 wef Y/A 2011 & Sub Ys/A]
[29/2010 wef 22/11/2010]
[7/2007; 53/2007]

(10A) No writing-down allowance under subsections (1), (1A),
(1B) and (2C) shall be made for any capital expenditure incurred by a
company referred to in subsections (1), (1A), (1B) and (2C) in
acquiring intellectual property rights from —

(a) its related party —

(i) to whom any deduction has been allowed under
section 14, 14D, 14DA, 14E or 14S for any outgoing,
expense or payment incurred for any activity which
resulted in the creation of the intellectual property;

and
[Act 29/2010 wef Y/A 2011 & Sub Ys/A]
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(i1) whose proceeds from the sale, transfer or assignment
of those intellectual property rights to the company
are not chargeable to tax; or

(b) its related party who acquired the rights, directly or
indirectly, from a related party of the company referred
to in paragraph (a).
[34/2008 wef 16/02/2008]
(10B) The Minister may by order exempt a company from
subsection (10A) in respect of such transaction as may be specified
in the order.

(10C) No writing-down allowance under subsections (1A) and (1B)
shall be made to any company in respect of any amount of capital
expenditure incurred on the acquisition of intellectual property rights
for which an investment allowance has been claimed under Part X of
the Economic Expansion Incentives (Relief from Income Tax) Act
(Cap. 86).

[29/2010 wef Y/A 2011 & Sub Ys/A]

(10D) No allowance under subsections (1A) and (1B) shall be made
to any company in respect of any instalment paid by it under any
agreement to acquire any intellectual property right that is signed
before the basis period for the year of assessment 2011.

(11) In this section —

“approved” means approved by the Minister or such person as
he may appoint, subject to such conditions as he may impose;

[27/2009 wef 22/01/2009]

“capital expenditure” does not include legal fees, registration
fees, stamp duty and other costs related to the acquisition of
any intellectual property rights;

“intellectual property rights” means the right to do or authorise
the doing of anything which would, but for that right, be an
infringement of any patent, copyright, trademark, registered
design, geographical indication, lay-out design of integrated
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circuit, trade secret or information that has commercial value,
or the grant of protection of a plant variety;

[Act 29/2010 wef Y/A 2011 & Sub Ys/A]

[24/2001; 21/2003]

“media and digital entertainment company” means a company
whose principal trade or business is to provide media and
digital entertainment in Singapore;

[27/2009 wef 22/01/2009]

“related party” has the same meaning as in section 13(16).
[34/2008 wef 16/12/2008]

(12) In subsections (1A) and (1B), a reference to capital
expenditure incurred on the acquisition of intellectual property
rights excludes any such expenditure to the extent that it is or is to be

subsidised by grants or subsidies from the Government or a statutory

board.
[29/2010 wef Y/A 2011 & Sub Ys/A]

[Act 29 of 2012 wef Y/A 2011 & Sub Ys/A]

Writing-down allowances for approved cost-sharing
agreement for research and development activities

19C.—(1) Subject to this section, where a person carrying on a
trade or business has incurred expenditure under any cost-sharing
agreement entered into and approved on or after 17th February 2006,
in respect of research and development activities for the purposes of
that trade or business (referred to in this section as the relevant trade
or business), he shall, subject to such conditions as may be imposed
by the Minister or such person as he may appoint, be entitled to a
writing-down allowance of 100% of that expenditure in the year of
assessment relating to the basis period in which that expenditure was
incurred.

[7/2007]

(1A) No writing-down allowance shall be made under this section
in respect of any expenditure incurred during the basis period for the

year of assessment 2012 or any subsequent year of assessment.
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]
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(2) The Minister or such person as he may appoint may specify the
maximum amount of expenditure in respect of which writing-down
allowances are to be made under subsection (1).

[26/93; 7/2007]

(3) No writing-down allowance shall be made under subsection (1)
to any person in respect of any payment or contribution paid by him
for the right to become a party to any existing approved cost-sharing
agreement.

(4) Any expenditure incurred by a person under any approved cost-
sharing agreement before the commencement of his trade or business
shall be treated for the purpose of this section as if it had been
incurred by him on the first day he commences that trade or business.

(5) Where a person to whom writing-down allowances have been
made under this section —

(a) sells, assigns or otherwise disposes of any right under any
approved cost-sharing agreement to which he is a party;

(b) sells, assigns or otherwise disposes of the whole or part of
any technology or know-how developed from the research
and development activities carried out under any approved
cost-sharing agreement to which he is a party;

(c) receives any consideration from any other person for
permitting that other person to become a party to any
approved cost-sharing agreement to which he is a party; or

(d) receives any consideration from the disposal of any
machinery, plant or building acquired under any
approved cost-sharing agreement to which he is a party,

the amount or value of any consideration shall be treated as a trading
receipt of the relevant trade or business for the year of assessment
which relates to the basis period in which the event in paragraph (a),
(D), (¢) or (d) occurs.
[7/2007]
(5A) For the avoidance of doubt, section 19C(6) in force
immediately before 17th February 2006, or subsection (5) of this
section (as the case may be), continues to apply to a person to whom
writing-down allowances have previously been made under this
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section in respect of a cost-sharing agreement, and deductions are
allowed under section 14D for expenditure incurred or payments
made under the same agreement.
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]
(6) For the purpose of subsection (5), the amount or value of the
consideration to be treated as a trading receipt shall not exceed the
amount of writing-down allowance made under this section.
[7/2007]
(7) Where no writing-down allowances have been made to any
person in respect of expenditure incurred by him by virtue of
subsection (2) or in respect of any payment or contribution made by
him by virtue of subsection (3), the Minister may for the purposes of
subsection (5) exempt such part of the amount or value of the
consideration as he thinks fit.

(8) Any event referred to in subsection (5) which occurs after the
date on which the relevant trade or business permanently ceases shall
be deemed to have occurred immediately before the cessation.

(9) Where a person to whom writing-down allowances have been
made under this section is entitled to royalty or other payments in one
lump sum or otherwise for the use of or right to use any technology or
know-how developed from the research and development activities
carried out under any approved cost-sharing agreement, such royalty
or payments shall be deemed to be income derived from Singapore
for the year of assessment which relates to the basis period in which
the person is entitled to the royalty or payments, as the case may be.

(10) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the relevant
trade or business produces income that is exempt from tax as well as
income chargeable with tax, the allowances for that year of
assessment shall be made against each income for that year of
assessment in such proportion as appears reasonable to the
Comptroller in the circumstances.

[49/2004]

(1T) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act, where, in the
basis period for any year of assessment, the relevant trade or business,
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produces income that is exempt from tax as well as income
chargeable with tax, and an event referred to in subsection (5)(a),
(D), (¢) or (d) occurs, such proportion of any amount or value of any
consideration treated as a trading receipt under that subsection shall
be exempt from tax as appears reasonable to the Comptroller in the
circumstances.
[49/2004; 7/2007]
(12) Notwithstanding the provisions of this section, section 19C in
force immediately before 17th February 2006 shall continue to apply
and have effect in relation to any approved cost-sharing agreement
entered into before that date in respect of research and development
activities.
[7/2007]
(13) In this section —

“approved” means approved by the Minister or such person as
he may appoint;

“cost-sharing agreement” means any agreement or arrangement
made by 2 or more persons to share the expenditure of
research and development activities to be carried out under
the agreement or arrangement.

Writing-down allowance for IRU

19D.—(1) Subject to this section, where a person carrying on a
trade, business or profession has incurred capital expenditure during
or after the basis period for the year of assessment 2004 for the
acquisition of an indefeasible right to use any international
telecommunications submarine cable system (referred to in this
section as Indefeasible Right of Use or IRU) for the purposes of that
trade, business or profession (referred to in this section as the relevant
trade, business or profession), writing-down allowances computed in
accordance with subsection (3) shall be made to him, on due claim, in
respect of that capital expenditure during the writing-down period.

[21/2003]

(2) The writing-down period in respect of an IRU shall be the

number of years for which the IRU is acquired commencing with the
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year of assessment relating to the basis period in which the capital
expenditure for the acquisition of the IRU is incurred.

[21/2003]

(3) For the purposes of this section, the writing-down allowances in
respect of an IRU shall be determined by the formula

A
B Y
where A is the amount of capital expenditure incurred for the
acquisition of the IRU; and

B is the writing-down period for the IRU.

[21/2003]

(4) Notwithstanding anything in this section, no writing-down
allowance shall be granted to any person under subsection (1) in any
year of assessment if the international telecommunications submarine
cable system is not in use at the end of the basis period for that year of
assessment by that person in the trade, business or profession carried
on by him.

[21/2003]

(5) Any capital expenditure incurred for the acquisition of any IRU
by a person before the commencement of his trade, business or
profession shall be treated for the purpose of this section as if it had
been incurred by him on the first day he commences that trade,
business or profession.

[21/2003]

(6) Where writing-down allowances in respect of any IRU have
been made to any person under this section and, before or at the end of
the writing-down period for the IRU, any of the following events
occurs:

(a) the IRU comes to an end without subsequent renewal by
the person;

(b) the person permanently ceases to carry on the relevant
trade, business or profession;

(c) the person sells, transfers or assigns all the IRU or so much
of it as he still owns; or

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 386

(d) the person sells, transfers or assigns part of the IRU and the
amount or value of any consideration less any
decommissioning cost (referred to in this section as the
consideration) for the sale, transfer or assignment is not
less than the amount of capital expenditure remaining
unallowed for the IRU,

no writing-down allowance in respect of the IRU shall be made to the
person for the year of assessment relating to the basis period in which
the event occurs or for any subsequent year of assessment.
[21/2003]
(7) Where an IRU remains with any person after the date on which
it permanently ceases to be used by the person for the relevant trade,
business or profession, the IRU shall be deemed to have been sold by
the person at the open-market price on the date of permanent
cessation of use.
[21/2003]
(8) Where writing-down allowances in respect of any IRU have
been made to any person under this section and, before or at the end of
the writing-down period for the IRU, any of the following events
occurs:

(a) the IRU comes to an end without subsequent renewal by
the person;

(b) the person permanently ceases to carry on the relevant
trade, business or profession; or

(c) the person sells, transfers or assigns all the IRU or so much
of it as he still owns and the consideration for the sale,
transfer or assignment is less than the amount of capital
expenditure remaining unallowed for the IRU,

there shall be made to the person for the year of assessment relating to
the basis period in which the event occurs, a balancing allowance
equal to —

(1) in the case where the amount of capital expenditure
remaining unallowed for the IRU exceeds the
consideration for the sale, transfer or assignment of the
IRU, the excess; or
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(i) in any other case, the amount of capital expenditure
remaining unallowed for the IRU.

[21/2003]

(9) Where writing-down allowances in respect of any IRU have

been made to any person under this section and the person sells,

transfers or assigns all or any part of the IRU and the consideration for

the sale, transfer or assignment of the IRU exceeds the amount of

capital expenditure remaining unallowed for the IRU, if any, there

shall be made on the person, a balancing charge, which shall be based
on an amount equal to —

(a) the excess of the consideration for the sale, transfer or
assignment of the IRU over the amount of capital
expenditure remaining unallowed for the IRU; or

(b) the consideration for the sale, transfer or assignment of the
IRU, where the amount of capital expenditure remaining
unallowed for the IRU is nil,

and the balancing charge shall be deemed as income for the year of
assessment relating to the basis period in which the sale, transfer or
assignment of the IRU occurs.
[21/2003]
(10) Where writing-down allowances in respect of any IRU have
been made to any person under this section and the person sells,
transfers or assigns any part of the IRU, and the consideration for the
sale, transfer or assignment of the IRU is less than the amount of
capital expenditure remaining unallowed for the IRU, the amount of
any writing-down allowances made in respect of the IRU for the year
of assessment relating to the basis period in which the sale, transfer or
assignment of the IRU occurs or any subsequent year of assessment
shall be the amount determined by the formula
C-D

E )

where C is the amount of capital expenditure remaining
unallowed at the time of the sale, transfer or
assignment of the IRU;
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D is the consideration for the sale, transfer or assignment
of that part of the IRU; and

E is the number of complete years of the writing-down
period remaining at the beginning of the year of
assessment relating to the basis period in which the
sale, transfer or assignment of the IRU occurs,

and so on for any subsequent sale, transfer or assignment of the IRU.
[21/2003]
(11) Notwithstanding subsections (9) and (10), the total amount on
which a balancing charge is made in respect of any capital
expenditure incurred for the acquisition of an IRU shall not exceed
the total writing-down allowances actually made for the IRU in
respect of that capital expenditure, less, if a balancing charge has
previously been made in respect of that capital expenditure, the
amount on which that balancing charge was made.
[21/2003]
(12) Where the sale, transfer or assignment of all or part of any IRU
is made at less than the open-market price, then for the purpose of
determining the amount of any balancing allowance or balancing
charge, the event shall be treated as if it had given rise to sale, transfer
or assignment moneys of an amount equal to the open-market price of
the IRU.
[21/2003]
(13) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the relevant
trade, business or profession produces income that is exempt from tax
as well as income chargeable with tax, the allowances for that year of
assessment shall be made against each income in that year of
assessment in such proportion as appears reasonable to the
Comptroller in the circumstances.
[49/2004]
(14) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the relevant
trade, business or profession produces income that is exempt from tax
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as well as income chargeable with tax, and any balancing allowance
or balancing charge arises to be made —

(a) the balancing allowance shall be made against each income
for that year of assessment in such proportion as appears
reasonable to the Comptroller in the circumstances; and

(b) such proportion of the balancing charge shall be exempt
from tax as appears reasonable to the Comptroller in the
circumstances.

[49/2004]

(15) In this section —

“capital expenditure” does not include legal fees, registration
fees, stamp duty and other costs related to the acquisition of
any IRU;

“capital expenditure remaining unallowed”, in relation to any
IRU, means the amount of capital expenditure incurred for
the acquisition of the IRU less —

(a) any writing-down allowances made in respect of that
capital expenditure for the years of assessment before
the year of assessment relating to the basis period in
which any event referred to in subsection (6), (8), (9)
or (10) occurs; and

(b) the consideration for any prior sale, transfer or
assignment by the person who incurred the capital
expenditure of any part of the IRU acquired by the
capital expenditure;

“Iinternational telecommunications submarine cable system”
means an international submarine cable that is laid in the
sea and includes its cable landing station and any other
equipment ancillary to the submarine cable system,;

“open-market price”, in relation to any IRU, means —

(a) the price which the IRU would have fetched if sold in
the open market at the time any event referred to in
subsection (6), (8), (9) or (10) occurs; or
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(b) where the Comptroller is satisfied by reason of the
special nature of any IRU that it is not practicable to
determine the open-market price, such other value as
appears to him to be reasonable in the circumstances.

[21/2003]

(16) For the purposes of this section, any sale, transfer or
assignment of any IRU which occurs after the date on which a
relevant trade, business or profession permanently ceases shall be

deemed to have occurred immediately before the cessation.
[21/2003]

Balancing allowances and charges for machinery or plant

20.—(1) Except as provided in this section, where at any time after
the setting up and on or before the permanent discontinuance of a
trade, profession or business, any event occurs whereby machinery or
plant in respect of which allowances under section 19 or 19A have
been made to a person carrying on a trade, profession or business —

(a) ceases to belong to that person (whether on a sale of the
machinery or plant or in any other circumstances of any
description); or

(b) while continuing to belong to that person —
(1) in a case where the machinery or plant which —

(A) was provided for any research and
development undertaken by him directly in
Singapore or by a research and development
organisation on his behalf in Singapore; and

(B) was not provided for the purpose of a trade or
business carried on by him,

permanently ceases to be used for any research and
development wundertaken by him directly in
Singapore or by a research and development
organisation on his behalf in Singapore, and is not
used for the purpose of a trade, profession or
business carried on by him; or
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(i1) 1n any other case, permanently ceases to be used for
the purpose of a trade, profession or business carried
on by him in Singapore (whether by reason of the
discontinuance of the trade, profession or business,
or discontinuance of use of such machinery or plant
in a trade, profession or business which continues to
be carried on in Singapore),

an allowance or charge, to be known as a balancing allowance or a
balancing charge, shall in the circumstances mentioned in this section
be made to or, as the case may be, on that person for the year of
assessment in the basis period for which that event occurs.
[34/2008]
(1A) Where the property in machinery or plant passes at less than
the open-market price, then for the purpose of determining the
amount of any balancing allowance or balancing charge the event
shall be treated as if it had given rise to sale moneys of an amount
equal to the open-market price of the machinery or plant.

(2) Where machinery or plant continues to belong to that person
after the date on which it permanently ceases to be used for the
purposes of a trade, profession or business carried on by him in
Singapore, or (as the case may be) for the purpose of any research and
development undertaken by him directly in Singapore or by a
research and development organisation on his behalf in Singapore, it
shall be deemed to have been sold on the date of permanent cessation
of use at the open-market price on that date.

[34/2008 wef Y/A 2009 & Sub Ys/A]

(2A) Where there are no sale, insurance, salvage or compensation
moneys or where the amount of the capital expenditure of the person
in question on the provision of the machinery or plant still unallowed
as at the time of the event exceeds those moneys, a balancing
allowance shall be made, and the amount thereof shall be the amount
of the expenditure still unallowed as aforesaid or, as the case may be,
the excess thereof over those moneys.

(3) If the sale, insurance, salvage or compensation moneys exceed
the amount, if any, of the said expenditure still unallowed as at the
time of the event, a balancing charge shall be made, and the amount
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on which it is made shall be an amount equal to the excess or, where
the said amount still unallowed is nil, to those moneys.

(4) Notwithstanding anything in subsection (3), in no case shall the
amount on which a balancing charge is made on a person exceed —

(a) the aggregate of the initial allowance, if any, and the annual
allowances, if any, made to him under section 19 in respect
of the expenditure in question; and

(b) the special allowances, if any, made to him under
section 19A in respect of the expenditure in question.

[13/84]

(5) Notwithstanding anything in this section but subject to

subsection (6A), where a balancing allowance or balancing charge

falls to be made under subsection (1) in respect of a motor car to

which section 19(3) applies, the sum to be taken in lieu of the open-

market price or sale, insurance, salvage or compensation moneys for

the purpose of calculating such balancing allowance or charge shall
be ascertained in accordance with the formula

35,000A
B Y
where A is the open-market price or sale, insurance, salvage or
compensation moneys in respect of the motor car; and

B is the capital expenditure incurred in respect of the
motor car.

[37/75; 9/80; 5/83; 49/2004]

(6) Notwithstanding anything in this section, no balancing
allowance shall be made in respect of a motor car within the
meaning of section 19(4)(a) which is not, for any basis period after
the basis period for the year of assessment 1981, registered as a
business service passenger vehicle for the purposes of the Road
Traffic Act (Cap. 276).

[9/80; 1/98]

(6A) Unless otherwise provided in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where, in the basis period for any year of assessment, the trade,
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profession or business, for which purpose the machinery or plant is
provided, produces income that is exempt from tax as well as income
chargeable with tax, and any balancing allowance or balancing
charge arises to be made —

(a) the balancing allowance shall be made against each income
for that year of assessment in such proportion as appears
reasonable to the Comptroller in the circumstances; and

(b) such proportion of the balancing charge shall be exempt
from tax as appears reasonable to the Comptroller in the
circumstances.

[49/2004]

(6B) Section 14D(4) and (5) shall apply in relation to the balancing

allowance to be made to a person under subsection (1)(b)(i) as they

apply in relation to the deduction of the expenditure and payments

referred to in section 14D(1)(aa), (¢) and (f), subject to the following
modifications:

(a) areference to the amount of the expenditure or payments is
a reference to the amount of the balancing allowance;

(b) a reference to unabsorbed losses is a reference to
unabsorbed allowances; and

(c) a reference to a specified amount of the expenditure or
payments is a reference to an amount computed in
accordance with the following formula:

B
A X —,
C

where A is the amount of the balancing allowance that could
have been made against the income of the person
under subsection (1)(b)(i) if the income had been
subject to tax at the rate specified in section 43(1)(a);

B is the rate of tax specified in section 43(1)(a); and
Cis—
(1) in a case where the concessionary income (as
defined in section 14D(5)) derived by the person
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from the trade or business carried on by him is
subject to tax at a single concessionary rate of tax,
that rate; or

(11) in a case where the concessionary income derived
by the person from the trade or business carried
on by him is subject to tax at 2 or more
concessionary rates of tax, the higher or highest
of those rates.

[34/2008 wef Y/A 2009 & Sub Ys/A]
[Act 29 of 2012 wef Y/A 2012 & Sub Ys/A]

(6C) Notwithstanding anything in this Act or the Economic
Expansion Incentives (Relief from Income Tax) Act (Cap. 86),
where a balancing charge falls to be made on a person under
subsection (1)(b)(1), the amount of the charge shall be deemed to be
income of that person that is chargeable to tax at the rate of tax
specified in section 43(1)(a).

[34/2008 wef Y/A 2009 & Sub Ys/A]

(7) In this section, ‘“open-market price”, in relation to any
machinery or plant, means the price which the machinery or plant
would have fetched if sold in the open market at the time of the event
in question; except that where the Comptroller is satisfied by reason
of the special nature of any machinery or plant that it is not
practicable to determine an open-market price, he may adopt such
other value as appears to him to be reasonable in the circumstances.

Replacement of machinery or plant

21.—(1) Where machinery or plant in the case of which any of the
events mentioned in section 20(1) has occurred is replaced by the
owner thereof and a balancing charge falls to be made on him by
reason of that event or, but for this section, would have fallen to be
made on him by reason thereof, then, if by notice in writing to the
Comptroller he so elects, this section shall have effect.

(2) If the amount on which the charge would have been made is
greater than the capital expenditure on providing the new machinery
or plant —
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(a)

(b)

(©)

the charge shall be made only on an amount equal to the
difference;

no initial allowance, no balancing allowance and no annual
allowance shall be made or allowed in respect of the new
machinery or plant or the expenditure on the provision
thereof; and

in considering whether any, and if so what, balancing
charge falls to be made in respect of the expenditure on the
new machinery or plant, there shall be deemed to have
been made in respect of that expenditure an initial
allowance equal to the full amount of that expenditure.

(3) If the capital expenditure on providing the new machinery or
plant is equal to or greater than the amount on which the charge would
have been made —

(a)
(b)

(c)

(d)

the charge shall not be made;

the amount of any initial allowance in respect of the said
expenditure shall be calculated as if the expenditure had
been reduced by the amount on which the charge would
have been made;

in considering what annual allowance is to be made in
respect of the new machinery or plant, there shall be left
out of account a proportion of the machinery or plant equal
to the proportion which the amount on which the charge
would have been made bears to the amount of the said
expenditure; and

in considering whether any, and if so what, balancing
allowance or balancing charge falls to be made in respect
of the new machinery or plant, the initial allowance in
respect thereof shall be deemed to have been increased by
an amount equal to the amount on which the charge would
have been made.

(4) This section shall not apply to the provision of any new motor
car for which no allowance is allowed by virtue of section 19(5).

[32/99]
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(5) For the purpose of this section, where the capital expenditure
incurred in providing a new motor car registered outside Singapore
and used exclusively outside Singapore exceeds $35,000, the

expenditure incurred shall be deemed to be $35,000.
[32/99]

Expenditure on machinery or plant

22. Expenditure on the provision of machinery or plant shall
include capital expenditure on alterations to an existing building
incidental to the installation of that machinery or plant for the
purposes of the trade, profession or business.

Order of set-off of allowances

22A.—(1) Where for any year of assessment the allowances consist
of allowances a person is entitled to or allowances made to a person
under section 16, 17, 18A (repealed), 18B, 18C, 19, 19A, 19B, 19C,
19D or 20 for that year of assessment and any previous year of
assessment added to and deemed to form part of the corresponding
allowance for the year of assessment under section 23(1), the
allowances shall be deducted in the following order:

(a) firstly, any balance of allowance from any previous year of
assessment added to and deemed to form part of the
corresponding allowance for the year of assessment under
section 23(1); and

(b) secondly, any allowance for that year of assessment falling
to be made under section 16, 17, 18A (repealed), 18B, 18C,

19, 19A, 19B, 19C, 19D or 20.
[21/2003]
(2) For the purposes of subsection (1)(a), the balance of allowance
for the earliest year of assessment shall be deemed to have been
deducted first, followed by the balance of allowance for the next

earliest year of assessment, and so on.
[21/2003]

Carry forward of allowances

23.—(1) Where, in any year of assessment, full effect cannot, by
reason of an insufficiency of gains or profits chargeable for that year
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of assessment, be given to any allowance falling to be made under
section 16, 17, 18A (repealed), 18B, 18C, 19, 19A, 19B, 19C, 19D or
20, then, so long as the person entitled thereto continues to carry on
the trade, profession or business in respect of the gains or profits of
which the allowance falls to be made, the balance of the allowance
shall, subject to subsection (3), be added to, and be deemed to form
part of, the corresponding allowance, if any, for the next succeeding
year of assessment, and, if no such corresponding allowance falls to
be made for that year, shall be deemed to constitute the corresponding
allowance for that year, and so on for subsequent years of assessment.
[28/80; 26/93; 37/2002; 21/2003]

(2) Where any person entitled to the allowances under sections 16,
17, 18B and 18C in respect of a building or structure derives income
from the letting of that building or structure, subsection (1) shall, in
relation to the allowances under those sections, apply to him so long
as he continues to derive such income, whether or not he is carrying

on a business in respect of the letting of the building or structure.
[29/2010 wef 23/02/2010]

[13/84]

(3) Where any allowance for any year of assessment falling to be
made to any person under section 16, 17, 18A (repealed), 18B, 18C,
19, 19A, 19B, 19C, 19D or 20 is deducted against income of the
person from other sources under section 35(1), transferred to a
claimant company under section 37C or to a spouse under
section 37D or 37F, or deducted against income for the immediate
preceding year of assessment under section 37E(1) or any of the 3
immediate preceding years of assessment under section 37E(1A), as
the case may be, the amount of such allowance shall be deducted from

the balance in subsection (1).
[Act 27/2009, wef Y/A 2009 & 2010]

[29/2010 wef 23/02/2010]
[21/2003; 49/2004; 34/2005]

(4) No balance shall be added to and be deemed to form part of the
corresponding allowance, if any, to be given to a company under
subsection (1) unless the Comptroller is satisfied that the
shareholders of the company on the last day of the year in which
the allowances arose were substantially the same as the shareholders
of the company on the first day of the year of assessment in which
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such allowances would otherwise be available under this section and
such a balance shall not be allowed in any subsequent year of
assessment.
[26/73]
(5) The Minister or such person as he may appoint may, where there
is a substantial change in the shareholders of a company and he is
satisfied that such change is not for the purpose of deriving any tax
benefit or obtaining any tax advantage, exempt that company from
the provisions of subsection (4).
[3/89; 11/94]
(6) Upon such exemption the balance of the allowances referred to
in subsection (1) may be added to and be deemed to form part of the
corresponding allowance to be given to that company under that
subsection but only for deduction against the gains or profits derived
from the same trade or business in respect of which the allowances
would have been made.
[3/89; 11/94]

(7) For the purpose of subsection (4) —

(a) the shareholders of a company at any date shall not be
deemed to be substantially the same as the shareholders at
any other date unless, on both those dates, not less than
50% of the total number of issued shares of the company
are held by or on behalf of the same persons;

(b) shares in a company held by or on behalf of another
company shall be deemed to be held by the shareholders of
the last-mentioned company; and

(c) shares held by or on behalf of the trustee of the estate of a
deceased shareholder or by or on behalf of the person
entitled to those shares as beneficiaries under the will or
any intestacy of a deceased shareholder shall be deemed to

be held by that deceased shareholder.
[26/73; 34/2005]

(8) For the purpose of subsection (7), where any part of a share of a
shareholder is not fully paid up, there shall be disregarded a
proportion equal to
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A
§ )
where A is the amount that has not been paid in respect of the
share; and

B is the total amount payable in respect of the share.
[34/2005]

Special provisions as to certain sales

24.—(1) This section, except subsection (5), shall have effect in
relation to any sale of any property where the buyer is a body of
persons over whom the seller has control, or the seller is a body of
persons over whom the buyer has control, or both the seller and buyer
are bodies of persons and some other person has control over both of
them, and the sale is not one to which section 33 applies.

[34/2005]

(2) References in subsection (1) to a body of persons include
references to a company or a partnership.

(3) Where the parties to the sale by notice in writing to the
Comptroller so elect —

(a) the like consequences shall ensue for the purposes of
sections 16 to 21 as would have ensued if the property had
been sold —

(1) in the case of an industrial building or structure, for a
sum equal to the residue of expenditure on the
construction or purchase (pursuant to a sale and
purchase agreement entered into on or after
Ist January 2006) of that building or structure
immediately before the sale, computed in
accordance with section 17;

(i1) in the case of machinery or plant, for a sum equal to
the amount of the expenditure on the provision
thereof still unallowed immediately before the sale,
computed in accordance with section 20;
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(ii1) in the case of an Indefeasible Right of Use, for a sum
equal to the amount of capital expenditure remaining
unallowed immediately before the sale, computed in
accordance with section 19D;

(b) notwithstanding anything in section 19, where the sale is a
sale of machinery or plant, no initial allowance shall be
made to the buyer;

(c¢) notwithstanding anything in section 19A, where the sale is
a sale of machinery or plant, the special allowances
provided under that section shall continue to be available
as if no sale had taken place;

(d) notwithstanding anything in section 19D, where the sale is
a sale of an Indefeasible Right of Use, the writing-down
allowances provided under that section shall continue to be
available as if no sale had taken place; and

(e) notwithstanding anything in the preceding provisions of
this section or in sections 17, 19D and 20, such balancing
charge, if any, shall be made on the buyer on any event
occurring after the date of the sale as would have fallen to
be made on the seller if the seller had continued to own the
property and had done all such things and been allowed all
such allowances and deductions in connection therewith as

were done by or allowed to the buyer.
[13/84; 21/2003; 7/2007]

(4) No election may be made under subsection (3) unless before the
sale in the case of the seller and after the sale in the case of the buyer
the property is used in the production of income chargeable under the

provis
leased

(4A)

ions of this Act and unless the machinery or plant was not

by the seller to the buyer before the sale.
[13/84]

No election may be made under subsection (3) for the sale of

an industrial building or structure for which an option to purchase is
granted or a sale and purchase agreement is entered into on or after
23rd February 2010, or which is transferred on or after that date.

[29/2010 wef 23/02/2010]
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(4B) Subsection (4A) does not apply to a transfer of property to
which section 34C(8) and (9) apply.
[29/2010 wef 23/02/2010]
(5) Where a change occurs in a partnership of persons carrying on
any trade, business or profession by reason of retirement or death, or
the dissolution of the partnership as to one or more of the partners, or
the admission of a new partner, and where no election is made under
subsection (3), any property of the partnership shall be treated as if
the property had been sold —

(a) to all the remaining partners and new partners of the
partnership on the date the change occurs; and
(b) at the open-market price.
[34/2005]
(6) In subsection (5), “open-market price” has the same meaning as
in section 20(7).
[34/2005]

25. [Spent]

PART VII
ASCERTAINMENT OF CERTAIN INCOME
Profits of insurers

26.—(1) Subject to section 34A, this section has effect
notwithstanding anything to the contrary in this Act except that
nothing in this section shall affect the chargeability to tax of any

income of an insurer under section 10.
[28/92; 7/2007]

Separate accounts to be maintained for business of insuring and
reinsuring offshore risks

(2) An insurer shall maintain separate accounts for the income
derived by it from carrying on offshore life business or the business
(other than the business of life assurance) of insuring and reinsuring

offshore risks.
[7/79; 9/80; 20/91; 7/2007]
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Insurers other than life insurers

(3) In the case of an insurer whether mutual or proprietary (other
than a life insurer) where the gains or profits accrue in part outside
Singapore, the gains or profits on which tax is payable shall be
ascertained by —

(a) taking the gross premiums and interest and other income
received or receivable in Singapore (less any premiums
returned to the insured and premiums paid on
reinsurances);

(b) deducting from the balance so arrived at a reserve for
unexpired risks at the percentage adopted by the insurer in
relation to its operations as a whole for such risks at the end
of the period for which the gains or profits are being
ascertained;

(c) adding thereto a reserve similarly calculated for unexpired
risks outstanding at the commencement of that period; and

(d) from the net amount so arrived at, deducting the actual
losses (less the amount recovered in respect thereof under
reinsurance), the distribution expenses and management
expenses incurred in the production of the income referred
to in paragraph (a) and, in respect of a branch in Singapore,
a fair proportion of the expenses of its head office.

[7/2007]

(4) For the purposes of subsection (3), in ascertaining the gains or

profits derived by an insurer from carrying on the business (other than

the business of life assurance) of insuring and reinsuring offshore

risks or any other risks for the purposes of any concessionary rate of

tax or exemption from tax prescribed by regulations made under
section 43C —

(a) no income other than income from premiums or from such
dividends, interest and gains or profits realised from the

sale of investments as may be specified in those regulations
shall be included;

(b) income in respect of dividends, interest and gains or profits
realised from the sale of investments shall be apportioned
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in such manner as may be prescribed by those regulations;
and

(c) any item of expenditure not directly attributable to that
business shall be apportioned in such manner as may be

prescribed by those regulations.
[7/79; 9/80; 20/91; 26/93; 21/2003; 7/2007]

Export credit insurers

(5) In the case of an insurer engaged primarily in the business of
export credit insurance, the gains or profits on which tax is payable
shall be ascertained by such underwriting accounting method as the

Comptroller may approve.
[1/82; 7/2007]

Life insurers

(6) In the case of a life insurer, whether mutual or proprietary, the
gains or profits on which tax is payable shall be ascertained by taking
the aggregate of —

(a) 1n the case of insurance funds established and maintained
for Singapore policies, the amount computed in the
following manner:

(1) taking the amount allocated out of the participating
fund by way of bonus to the participating policies in
accordance with section 17(6)(b) of the Insurance
Act (Cap. 142);

(11) adding thereto the amount allocated to the surplus
account of the participating fund in accordance with
section 17(6)(c) or (7) of the Insurance Act;

(iii) deducting from the balance so arrived at any receipt
of the participating fund which is not chargeable to
tax and adding thereto any expense of the
participating fund which is not deductible for the
purposes of this Act;

(iv) adding thereto the amount relating to investment
income earned on assets representing the balance in
the surplus account, after deducting any receipt
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which is not chargeable to tax and not allowing as a
deduction any expense which is not deductible for
the purposes of this Act; and

adding thereto the balance so arrived at the life
insurance surplus in relation to the non-participating
fund and the investment-linked fund;

(b) in the case of shareholders’ fund established in Singapore,

the

income therein less any expenses (including

management expenses) incurred in the production of
such income; and

(c) in the case of insurance funds established and maintained
for offshore policies, the amount computed in the
following manner:

(1)

(if)

(iii)

(iv)

v)

taking the amount allocated out of the participating
fund by way of bonus to the participating policies in
accordance with section 17(6)(b) of the Insurance
Act;

adding thereto the amount allocated to the surplus
account of the participating fund in accordance with
section 17(6)(c) or (7) of the Insurance Act;

deducting from the balance so arrived at any receipt
of the participating fund which is not chargeable to
tax and adding thereto any expense of the
participating fund which is not deductible for the
purposes of this Act;

adding thereto the amount relating to investment
income earned on assets representing the balance in
the surplus account, after deducting any receipt
which is not chargeable to tax and not allowing as a
deduction any expense which is not deductible for
the purposes of this Act;

adding thereto the offshore life insurance surplus in
relation to the non-participating fund and the
investment-linked fund; and
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(vi) deducting from the balance so arrived at such income
that is subject to tax at the concessionary rate of tax
prescribed by regulations made under section 43C.

[7/2007]

(7) Notwithstanding subsection (6), in the case of a life insurer

which has income subject to tax at the concessionary rate of tax

prescribed by regulations made under section 43C, in ascertaining the
income for the purposes of those regulations —

(a) only such part of the following income as may be specified
in those regulations shall be included:

(1) the amount in relation to insurance funds established
and maintained for offshore policies, computed in
the following manner:

(A) taking the amount allocated out of the
participating fund by way of bonus to the
participating policies in accordance with
section 17(6)(b) of the Insurance Act
(Cap. 142);

(B) adding thereto the amount allocated to the
surplus account of the participating fund in
accordance with section 17(6)(c) or (7) of the
Insurance Act;

(C) deducting from the balance so arrived at any
receipt of the participating fund which is not
chargeable to tax and adding thereto any
expense of the participating fund which is not
deductible for the purposes of this Act;

(D) adding thereto the amount relating to
investment income earned on  assets
representing the balance in the surplus
account, after deducting any receipt which is
not chargeable to tax and not allowing as a
deduction any expense which is not deductible
for the purposes of this Act; and
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(E) adding thereto the offshore life insurance
surplus in relation to the non-participating
fund and the investment-linked fund; and

(i1) the income of the shareholders’ fund established in
Singapore as is attributable to the offshore life
business; and

(b) the income referred to in paragraph (@) and any item of
expenditure not directly incurred in the production of such
income shall be apportioned in such manner as may be
prescribed by those regulations.

[28/92; 7/2007]
(8) In ascertaining the gains or profits of a life insurer whether
mutual or proprietary —

(a) the Comptroller shall determine the manner and extent to
which —

(1) any allowances under section 19, 19A, 20, 21, 22 or
23 and expenses and donations allowable under this
Act are to be deducted; and

(i1) any losses incurred by the insurer may be deducted
under section 37;

(b) the allowances under section 19, 19A, 20, 21, 22 or 23 or
the losses under section 37 in respect of such part of the
income of the insurer as is apportioned to the policyholders
of the insurer in accordance with regulations made under
section 43(9) or 43C in any year of assessment —

(1) shall only be available for deduction against such
part of the income as is so apportioned in accordance
with regulations made under section 43(9) or 43C for
that year of assessment, as the case may be; and

(i1) the balance of such allowances or losses shall be
added to, and be deemed to form part of, the
corresponding allowances or losses, if any, for the
next succeeding year of assessment and any
subsequent year of assessment in accordance with
section 23 or 37, as the case may be;
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(©)

(d)

section 37B shall apply, with the necessary modifications,
in relation to the deduction of allowances under section 19,
19A, 20, 21, 22 or 23 or the losses under section 37 in
respect of such part of the income of the insurer (being a
company) as is subject to tax at the rate of tax under
section 43(1)(a) and of such part of the income of the
insurer (being a company) as is apportioned to the
shareholders of the insurer in accordance with
regulations made under section 43C; and for the purpose
of such application any reference in section 37B to income
of'a company subject to tax at a lower rate of tax or income
of the company subject to tax at a lower rate of tax, as the
case may be, shall be read as a reference to such part of the
income of the insurer as is apportioned to the shareholders
of the insurer in accordance with regulations made under
section 43C; and

in a case where, immediately before the life insurer ceases
business permanently without transferring the business to
any person in Singapore, there is an amount remaining in
the participating fund which is not allocated by way of
bonus to any participating policy, the Comptroller may
make such adjustment to the tax liability of the life insurer

as he thinks fit.
[28/92; 26/93; 24/2001; 37/2002; 7/2007]

Composite insurers

(9) In the case of an insurer carrying on life insurance business in
conjunction with any other insurance business, the assessment of the
gains or profits on which tax is payable shall be made in one sum, but
the gains or profits arising from the life insurance business shall be
computed in accordance with subsections (6), (7) and (8) as if such
life insurance business were a separate business from the other
insurance business carried on by the insurer.

[28/92; 7/2007]

(10) For the purposes of this section, the Minister may make
regulations —

Informal Consolidation — version in force from 28/6/2013



2008 Ed. Income Tax Car. 134 408

(a) to provide for such transitional, supplementary and
consequential matters as he may consider necessary or
expedient; and

(b) generally to give effect to or for carrying out the purposes

of this section.
[7/2007]
(11) Notwithstanding the amendment of this section by the Income
Tax (Amendment) Act 2007 (Act 7 of 2007), section 26 in force
immediately before the amendment shall apply to the income of an

insurer derived before the year of assessment 2006.
[7/2007]

Definitions

(12) In this section, and section 43C (except in relation to the
definition of “insurer”) —

“income of the shareholders’ fund” means —

(a) gains or profits on the sale of investments of the
shareholders’ fund, whether derived from Singapore
or elsewhere; and

(b) investment income and other income of the
shareholders’ fund derived from Singapore or
received in Singapore from outside Singapore;

“insurer” means —

(a) a company licensed under the Insurance Act
(Cap. 142) to carry on insurance business in
Singapore; or

[Act 11 of 2013 wef 18/04/2013]

(b) a person (including a partnership) permitted under
the Insurance Act to carry on insurance business in
Singapore under a foreign insurer scheme;

“investment-linked fund” means an insurance fund for
investment-linked policies established and maintained
under section 17(1A) of the Insurance Act;
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“investment-linked policies”, “non-participating policies” and
“participating policies” have the same meanings as in the
First Schedule to the Insurance Act;

“life insurance surplus”, in relation to the non-participating fund
and the investment-linked fund of an insurer, means the
amount ascertained —

(a) by taking the aggregate of —

(1)

(if)

(iii)

the gross premiums (including consideration
paid or payable for the purchase of annuities)
from  Singapore non-participating and
Singapore investment-linked policies of any
life insurance fund established and maintained
under the Insurance Act (less any premiums
returned to the insured and premiums paid or
payable on reinsurance);

the net decrease between the beginning and
ending values of the policy liabilities of any life
insurance fund established and maintained
under the Insurance Act (Cap. 142) relating
to Singapore non-participating and Singapore
investment-linked policies of the period for
which the gains or profits are ascertained, both
values being determined in accordance with
that Act; and

the investment income and gains or profits
derived from the sale of investments and other
income, whether derived from Singapore or
elsewhere, of any life insurance fund
established and maintained under the
Insurance Act relating to Singapore non-
participating and Singapore investment-linked
policies; and

(b) by deducting from that aggregate —

(1)

distribution  expenses and management
expenses incurred in the production of the
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income referred to in paragraph (a) and, in
respect of a branch in Singapore, a fair
proportion of the expenses of its head office;

(i1) policy moneys paid or payable in respect of
Singapore non-participating and Singapore
investment-linked policies (less any amount
recovered or recoverable in respect thereof
under reinsurance);

(i11)) moneys paid or payable on the surrender of
Singapore non-participating and Singapore
investment-linked policies; and

(iv) the net increase between the beginning and
ending values of the policy liabilities of any life
insurance fund established and maintained
under the Insurance Act relating to Singapore
non-participating and Singapore investment-
linked policies of the period for which the gains
or profits are ascertained, both values being
determined in accordance with that Act;

“life policy” has the same meaning as in the Insurance Act
(Cap. 142);

“non-participating fund” means an insurance fund established
and maintained under section 17(2) of the Insurance Act
which comprises wholly of non-participating policies;

“offshore life business” means the business of insuring or
reinsuring the liability under any of the following life policies
of any life insurance fund established under the Insurance
Act:

(a) in relation to direct life insurance, any life policy
other than a Singapore life policy;

(b) in relation to facultative life reinsurance, a policy
issued to reinsure liability under any life policy
referred to in paragraph (a); and
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(c) in relation to treaty life reinsurance, a reinsurance
policy where —

(i)

(i)

the ceding party is a company incorporated
outside Singapore and not resident in
Singapore, or is not a permanent
establishment in Singapore; or

the liability in respect of any life policy referred
to in paragraph (a) is ceded by a party which is
a company incorporated and resident in
Singapore or a permanent establishment in
Singapore;

“offshore life insurance surplus”, in relation to the non-
participating fund and the investment-linked fund of an
insurer, means the amount ascertained —

(a) by taking the aggregate of —

(1)

(i)

(iii)

the gross premiums (including consideration
paid or payable for the purchase of annuities)
from offshore non-participating and offshore
investment-linked policies of any life insurance
fund established and maintained under the