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Introduction 

1
These guidelines are based on clarifications which the Institute had with the Inland Revenue Authority of Singapore during meetings and briefings held from 1 January 1990 to 30 June 1996 and circulars issued by IRAS in that period. 

Procedures for Submission of Computer-Printed Forms B, B1, P, C and GST Returns F5, F7 and F8 

2
Any company or tax agent who wishes to submit its own computer-printed:

a
Forms B, B1 and P for Years of Assessment 1996 and 1997;

b
Form C for Years of Assessment 1996 and 1997; and

c
GST Returns F5, F7 and F8,

is required to seek prior approval annually to ensure that it meets IRAS requirements. The standard requirements are detailed below. 

3
Members are advised to send their application for approval together with a specimen of the computer-printed forms to: 

Comptroller of Income Tax 

Tax Processing Division

55 Newton Road 

Singapore 307987 

(Attention: Mrs Teo-Wang Lock Wui) 

4
Companies or tax agents should not use the computer-printed forms until approval is granted and the approval number must be printed at the bottom of every page of the forms. 

5
If members are acting as agents for their clients for GST, the following particulars should be furnished in respect of each client: 

a
name of company/trader; 

b
GST registration number; and

c
address and contact number. 

6
The standard/specific requirements are as follows: 

	a
	Font type & size
	All characters in data entry fields must be in Arial Font (size 12) and bold 

	b
	Form Number
	Printed on every page of form, return or appendix

	c
	Approval Number
	Printed at the bottom right hand corner of the return

	d
	Document Identification Number (DIN)
	Printed at the bottom right hand corner of the return, form or appendix 

	e
	Boxes
	No grid lines 

To have a thicker bottom line for boxes which require cents to be entered 

	f
	Numeric Character
	Right justified 

Commas at relevant places 

	g
	Weight of paper 
	80 gram

	h
	Size of paper 
	A4

	i
	Printing
	Laser-printed on one side of the page

	j
	Contents and format
	Follow the layout and format of original form, return or appendix

	k
	Payment voucher
	To detach and complete the payment voucher at the lower portion of page 2 of the original GST return when making cheque payment 


Stamp Duty And Income Tax Changes On Real Property Transactions And Certain Share Transactions In Private Companies Which Own Real Property 

[Note: 

· Sections 10F and 10G of the Income Tax Act repealed with effect from 13 October 2001.  Therefore, the real property gain rules are no longer relevant (from that date onwards) unless the taxpayers are property traders or property developers.  

· Stamp duties payable by seller was suspended from 19 November 1997 and abolished from 28 February 2003.

· With effect from 1 November 2003, the need to make a statutory declaration for real property transactions has been removed.  Refer to IRAS Circular dated 28 October 2003.]  

7
The Income Tax and Stamp Duties Amendment Bills to effect the changes announced at a press conference held on 14 May 1996 were tabled to Parliament on 21 May 1996. This section provides additional details of the tax changes that are effected in the respective Amendment Bills. 

8
The Amendment Bills provide for upfront payment of stamp duty by persons acquiring any property e.g. on the sale and purchase agreement or exercised option), the imposition of duty on disposal of residential property and the taxation of gains from disposal of all real properties where the disposal of such property is made within 3 years from purchase. The Bills also provide for the imposition of duty on sellers and the taxation of gains from disposal of shares on or after 15 May 1996 in a private company which owns real/immovable property as follows: 

Stamp Duty

Seller is to pay stamp duty on the disposal of shares within 3 years of purchase in a private company where: 

i
not less than 75% of the market value of the total tangible assets of the company comprises residential property as at its last balance sheet date before the date of the disposal of shares; or 

ii
the private company holds not less than 75% of the share capital in another private company (the second-tier private company), of which not less than 75% of the market value of its total tangible assets as at its last balance sheet date before the date of disposal of shares comprises residential property. Shares owned by the second-tier private company will not be taken into account in determining whether 75% of the market value of its total tangible assets comprises residential properties. 

Income Tax

i
Tax is imposed on gains from the disposal of shares in a private company where the aggregate value of the following comprises not less than 75% of the market value of its total tangible assets as at its last balance sheet date before the date of the disposal of shares if the shares are disposed of within 3 years from purchase or if the shares are disposed of after 3 years from purchase but during period of 3 years before the date of disposal of the shares, the private company has purchased any real property which remains unsold as at the date: 

(a)
real property (whether used for residential, Industrial, commercial or mixed purposes); 

(b)
shares in another private company (the second-tier private company), of which not less than 75% of the market value of its total tangible assets is real property as at its last balance sheet date before the disposal of the shares. Shares owned by the second-tier private company will not be taken into account in determining whether 75% of the market value of its total tangible assets comprises real property. 

ii
where such shares are disposed of by a non-resident person, the buyer of the shares or his lawyer will be required to withhold tax at the rate of 15% of the gross sale consideration. 

9
The stamping procedures for documents relating to disposition of immovable properties have been modified slightly to include the deposition of a photocopy of the executed document which is presented for stamping. A different set of procedures applies to the stamping of transfers of shares in private companies. 

10
For your easy reference, the outlines of the income tax and stamp duty changes, the stamping and withholding tax procedures are listed below. 

11
In addition to the above, the Government has, in the light of the intention and need for the new tax measures, recently decided to adopt certain transitional rules for property disposals if they meet the relevant conditions. These transitional rules and some other points of clarification are provided in the IRAS Press Statement of 3 June 1996 (please refer below for greater details). 

12
Queries on the contents of this circular can be directed to IRAS officers at:

Tel: 351-3697 for Stamp Duty change

Tel: 351-2690 for Income Tax changes 

Stamp Duty Changes With Effect From 15 May 1996 

13
Duty payable by buyer on all sales of properties (residential or otherwise) [includes the agreement with developer or registered owner]. 

14
Seller to pay duty on sale of residential property where the sale takes place within 3 years of its purchase (in addition to duty payable by buyer). 

15
Seller to pay duty on sale of shares in a private company which owns residential properties, the value of which comprises at least 75% of its total tangible assets where such sale takes place within 3 years of the purchase of the shares (in addition to duty payable by buyer). 

At A Glance 

	Type of Property
	All properties (including residential property) except stocks and shares.
	- Residential Property; 

- Stocks and shares in a private company where at the date of transfer, the assets of the company comprise residential properties whose value is not less than 75% of the market value of its total tangible assets (such shares will be referred to as "relevant stocks and shares" hereinafter). 

	Who pays stamp duty?
	Buyer and every person who acquires property.
	Seller and every person who disposes residential property/"relevant stocks and shares" within 3 years of purchase.

Exemption in relation to residential property;

(a) housing developers where the sale of the property is subject to the provisions of the Housing Developers (Control & Licensing) Act. Cap 130 and section 126 of the Land Titles Strata Act; 

(b) properties sold by the Housing & Development Board.


	Rate of duty - on consideration or value
	For all properties except stocks and shares – 

1% on the first $180.000

2% on the next $180.000

3% thereafter 

For stocks and shares –

0.2% 


	Where period of holding residential property/ "relevant stocks and shares" is



	
	
	not > 1 yr 


	> 1 yr but

not > 2yrs
	> 2 yrs but not > 3 yrs

	
	
	same duty payable by buyer (computed based on the rate of duty for residential property)
	2/3 of duty payable by buyer (computed based on the rate of duty for residential property)
	1/3 duty payable by buyer (computed based on the rate of duty for residential property)

	Effective date
	On any document executed on or after 15 May 1996 which passes legal or equitable interest in property. Where there are more than 1 document for the same transaction, ad valorem duty will be paid by the buyer and seller (if applicable) on the first of such documents (contract or exercised option). A fixed duty of $10 is payable on the rest of the documents (deed of assignment, transfer).

	When is duty payable
	14 days after executing the document where the document is executed in Singapore. Where the document is executed outside Singapore, within 30 days after it is received in Singapore. 

	Clarification of scope of duty
	Person who dispose of property in the following manner are also subject to the same ad valorem duty on disposal:

(a) by way of gift, release, settlement or trust where the beneficial interest in the property passes to the beneficiary;

(b) by way of distribution in specie upon voluntary winding up of a company.

In which case, the person who disposes interest in property (e.g. donor, settlor) shall be construed as the “seller” and the person who acquires interest in property (e.g. donee, beneficiary) shall be construed as the “buyer”.




Procedures For Stamping Of Document 

16
The following must be produced to the Stamp Office at the time of stamping the Contract or Agreement for Sale, Deed of Assignment, Transfer or any document which disposes of property - 

(a)
in all cases involving immovable properties (including non-residential) - 

(i)
a sworn statutory declaration made by the seller/transferor/assignor (principal officer in the case of a company or society) confirming, among other things, whether the property is a residential property, whether he is a Singapore citizen. The declaration must be made in a prescribed format. A sample is obtainable from counter 9 of the Stamp Office. Where there is more than 1 seller (joint tenancies or tenancies in common), a separate statutory declaration is required from each seller. In the case of a seller who is a licensed housing developer, a confirmation letter in a prescribed format from such a developer is to be furnished instead of the sworn statutory declaration. A sample of the confirmation letter is also obtainable from counter 9 of the Stamp Office; 

(ii)
a copy of the Contract or Agreement for Sale in which the seller acquired his interest in the property which is the subject of this sale; 

(iii)
a photocopy of the executed document which now requires stamping (this will be retained by the Stamp Office); 

(iv)
a photocopy of the document which had been stamped with ad valorem duty if a claim is made for a fixed duty of $10 be paid (e.g. on a transfer or assignment) because ad valorem duty had been paid on another document (e.g. contract or exercised option). 

(b)
in all cases involving "relevant stocks and shares" in a private company - 

(i)
a sworn statutory declaration made by the seller/transferor/assignor (principal officer in the case of a company or society) confirming, among other things, whether as at the date of transfer, not less than 75% of the market value of the total tangible assets of the company as at the last balance sheet date before the transfer of shares comprises residential property. The declaration must be in a prescribed format. A sample is obtainable from counter 9 of the Stamp Office. Where there is more than 1 seller, a separate statutory declaration is required from each seller; 

(ii)
the balance sheet of the company in which shares are being disposed of as at its last accounting year end before the sale of shares.  If the company's assets include residential property and if the value of immovable properties (including non-residential properties) reflected in the balance sheet are stated at market value (i.e. valued by an independent professional valuer), the valuation report substantiating such market value is to be forwarded. If the immovable properties are not stated at market value (i.e. by an independent professional valuer), a valuation report prepared by an independent professional valuer, stating the market value of the immovable properties as at the date of transfer or last balance sheet is required. The Commissioner of Stamp duties may, if he does not agree with the valuation report furnished to him, refuse to accept such report and substitute the value stated therein with a value furnished by another professional valuer; 

(iii)
a photocopy of the share transfer which now requires stamping (this will be retained by the Stamp Office). 

17
Duty payable by both the seller and the buyer will be stamped on the same document. 

18
Full payment of stamp duty by both buyer and seller (where applicable) must be made at the time of stamping. 

Additional Clarifications

19
“Residential Property" means - 

(a)
any house, building or other premises or any part thereof which is permitted to be used pursuant to the Planning Act (Cap. 232) or any other written law as a dwelling-house or which is lawfully so used; and 

(b)
any land zoned in the Master Plan for solely residential purposes or for mixed purposes, one of which shall be residential. 

20
"Master Plan" has the same meaning as in section 2 of the Planning Act (Cap. 232). 

21
"Period of holding of property" shall be determined: 

(a)
in the case of a contract or agreement for sale, from the date of the contract or agreement under which the seller, transferor or assignor acquired an interest in the property to the date of the contract or agreement under which the seller, transferor or assignor disposed of his interest in the property; or 

(b)
in the case of a gift, release, settlement or trust (where beneficial interest passes), from the date of vesting of the interest to the date of disposition of the interest. 

22
Where the transaction relates to only a partial interest in the property, duty will be paid upon the consideration/value of the relevant share. For this purpose, joint tenants are deemed to have equal interest. 

23
A lease or agreement for lease of residential property for 60 years or more shall be treated as a contract for sale of that residential property. The seller will be liable to pay seller's duty on the value of the residential property if the seller disposes of the residential property within 3 years of acquiring it. 

24
Persons who transfer property in the following circumstances will not be subject to stamp duty on disposition:-

(a)
property passing to persons who are beneficially entitled to the property either by virtue of the will or the law of intestacy; 

(b)
transfer of property by reason of land acquisition by the government.

25
Seller's duty is exempt or not payable on - 

(a)
a contract or transfer executed by a licensed housing developer where the sale of residential property is in accordance with the provisions of the Housing Developers (Control and Licensing) Act. However, a licensed housing developer is required to furnish a confirmation letter in a prescribed format. A sample of the confirmation letter is obtainable from the stamp office; 

(b)
a contract or transfer for the sale of residential property executed by any public authority which is established by written law and where the disposition of property is pursuant to the exercise of its functions and duties, e.g. HDB, JTC; 

(c)
property passing on death of owner to persons who are beneficially entitled to the property, either by virtue of the Will or the laws of intestacy; 

(d)
a transfer of property by reason of land acquisition by the government; 

(e)
disposal of property upon the bankruptcy or involuntary winding up of the owner; 

(f)
disposal by a foreigner as required under the Residential Properties Act; and 

(g)
disposal as a result of re-possession of HDB flat by HDB. 

26
Seller of "relevant stocks and shares" in a private company will be liable to pay stamp duty computed at the same rate of duty applicable to a seller of residential property if the seller of such shares disposes the shares within 3 years of purchase, where:- 

(a)
the assets of the company comprise residential property. The market value of the residential property is at least 75% of the market value of the total tangible assets of the company as at the date of transfer; or 

(b)
the private company beneficially owns not less than 75% of the issued share capital of a second private company and where the market value of the residential property of the second private company is not less than 75% of the market value of the total tangible assets of the second private company as at the date of transfer. Shares owned by the second private company will not be taken into account in determining whether 75% of the market value of its total tangible assets comprises residential properties. 

27
Private company refers to a company other than a company the shares of which are listed on any stock exchange. 

28
Transitional rules 

(a)
Residential properties other that HDB flats
Government has decided that where the option to purchase (for both completed and uncompleted properties) was granted before 15 May 1996 by the seller, the new stamp duty measures will not apply to both the seller and the buyer provided the option is exercised by the buyer and a copy of the exercised option lodged with the Stamp Office on or before 14 June 1996. 

(b)
HDB resale flats
For HDB resale flats, the new stamp duty measures will similarly not apply to both the seller and buyer in a HDB resale transaction if all of the following three conditions are met:

(i)
the sale and purchase agreement has been signed by both parties before 15 May 1996; 

(ii)
the seller has satisfied the minimum occupation period set by HDB on 14 May 1996; and 

(iii)
the re-sale application to HDB is submitted to HDB by 14 June 1996. 

Income Tax Changes With Effect From 15 May 1996 

29
Gains from the sale of any real property within 3 years of purchase will be subject to tax. The present treatment of taxing gains of a person carrying on a trade in properties remains unchanged. 

30
Gains from the sale of any shares in a private company where the aggregate value of the following assets of the company comprises not less than 75% of the market value of its total tangible assets as at its last balance sheet date before the date of the sale of shares (to be referred to as "relevant shares" hereinafter): 

(a)
real property (whether used for residential, industrial, commercial or mixed purposes); 

(b)
shares in another private company (second-tier private company) of which not less than 75% of the market value of its total tangible assets comprises real property as at its last balance sheet date before the sale of the shares. Shares owned by the second-tier private company will not be taken into account in determining whether 75% of the market value of its total tangible assets comprises real property. 

31
For a seller of real property/"relevant shares" who is a non-resident for tax purposes, the buyer or his lawyer will be required to withhold tax. 

At A Glance 

	
	Gain From Disposal Of Real Property Transactions
	Gain From Disposal Of "Relevant Shares"

	Who will be affected?
	On or after 15 May 1996, any person other than a person carrying on a trade of buying and selling properties who disposes of any real property within 3 years from the date of purchase of the property.
	On or after 15 May 1996, any person other than a person carrying on a trade of buying and selling shares who disposes of any shares in a company which, at the time of disposal of the shares, is a relevant private company.

	What is real property or shares in a relevant private company?
	Real property includes any land, buildings and any interest, option or other right over such land or building which is not the trading stock of the owner.
	A relevant private company refers to any company whose shares are not listed on any stock exchange in Singapore or elsewhere and the aggregate value of its following assets comprises not less than 75% of the market value of its total tangible assets as at its last balance sheet date before the date of sale of shares:

(a) real property; 

(b) shares in another private company, of which not less than 75% of the market value of its total tangible assets comprises real property as at its last balance sheet date before the sale of shares. 

	Amount of gain taxable
	In the case of a seller who is not a dealer in real property, taxable gain is determined based on the holding period of the real property:
	(I) In the case of shares disposed of within 3 years from the date of purchase, taxable gain is determined based on holding period of the shares:

	
	Holding period

not > 1 yr

> 1 yr but not > 2 yrs

> 2 yrs but not > 3 yrs

> 3 yrs
	Gain to be taxed

100% of gain 

66 2/3% of gain 

33 1/3% of gain

Nil
	Holding period

not > 1 yr

> 1 yr but not > 2 yrs

> 2 yrs but not > 3 yrs

> 3 yrs
	Gain to be taxed

100% of gain 

66 2/3% of gain 

33 1/3% of gain

Nil


	
	Gain is determined according to normal tax rules (i.e. gross sale consideration of real property less allowable costs).
	Gain is determined according to normal tax rules (i.e. gross sale consideration of shares less allowable costs).

	
	
	(II) In the case of shares disposed of after 3 years from the date of purchase, the gain of the seller is determined with reference to the difference in the aggregate market value (as at the date of disposal of shares) and cost of any real property purchased by the company during the period of 3 years before the date of disposal of shares which are still being held by the company as at the date of disposal of shares. The taxable gain of the seller is to be determined by multiplying the percentage of shareholding in the relevant company disposed of by him at the date of disposal of shares with the aggregate gain, to be computed as follows: 


	
	Gain From Disposal Of Real Property Transactions
	Gain From Disposal Of "Relevant Shares"

	
	
	Real properties acquired by private real property company
	Gains

	
	
	1 year before disposal of shares by seller
	Aggregate amount of the difference in market value and cost of each real property still held by the company as at date of disposal of shares

	
	
	2 years before disposal of shares by seller
	66 2/3% of the aggregate of the difference in market value and cost of each real property still held by the company as at date of disposal of shares 

	
	
	3 years before disposal of shares by seller
	33 1/3% of the aggregate of the difference in market value and cost of each real property still held by the company as at date of disposal of shares 

	
	
	
	Aggregate Gain

	
	
	
	

	
	
	Taxable gain of seller =
	Aggregate gain x % of seller's shareholding in the company disposed of as at date of disposal 

	Gains from disposal of real properties or shares in relevant private companies which are held as trading stocks by the seller
	The full amount of gain derived shall continue to be taxed regardless of the holding period of the real properties/shares.

	Tax rate
	Resident individuals will be subject to tax on such gains at their marginal income tax rates (i.e. tax rates in Part A of the Second Schedule of the Income Tax Act).

Companies and non-resident individuals will be subject to tax on such gains at the rate of 26%. 

Bodies of persons such as a society etc. will be subject to tax on such gains based on the income tax rates in Part B of the Second Schedule to the Income Tax Act.


	
	Gain From Disposal Of Real Property Transactions
	Gain From Disposal Of "Relevant Shares"

	Withholding rate for non-resident sellers
	(I) In the case of non-resident seller who is not a trader in real properties, the amount to be withheld is based on the holding period of the real property:
	For any disposal of shares in a relevant private company, 15% of the gross consideration in all cases regardless of holding period. 

	
	
	
	

	
	Holding period
	Amount to withhold
	

	
	
	
	

	
	not > 1 yr
	15% of gross consideration
	

	
	
	
	

	
	> 1 yr but not > 2 yrs
	10% of gross consideration
	

	
	
	
	

	
	> 2 yrs but not > 3 yrs
	5% of gross consideration
	

	
	
	
	

	
	> 3 yrs
	No withholding tax
	

	
	
	
	

	
	(II) In the case of non-resident seller who is a trader in real properties, the amount to be withheld is 15% of gross consideration in all cases.
	

	Clarification of scope of income tax change
	Any person who disposes of any real property/shares in a relevant private company in the following manner is also subject to tax on any gain derived from the disposal:

(1) in the case of real property, by way of conveyance, transfer, assignment, settlement, creation of trust in respect of the real property, or distribution in specie of any real property upon the voluntary winding up of the company;



(2) in the case of shares in a relevant private company, by way of assignment, settlement, transfer or creation of a trust in respect of the shares.

(Note: Any person disposing any real property/shares in a relevant company in any of the manner mentioned above will be referred to as the seller and the person acquiring the property will be referred to as the buyer).

However, any disposal of real property/shares in a relevant private company due to the following circumstances will not be subject to the income tax changes:

(1) transfer to beneficiary upon death of owner;

(2) disposal upon bankruptcy or involuntary winding up of owner;

(3) acquisition of real property under the Land Acquisitions Act;

(4) disposal of a foreign as required under the Residential Properties Act;

(5) disposal as a result of re-possession of HDB flats by HDB.


Procedures For Withholding Of Tax 

32
When the seller of real property/shares in a relevant private company is non-resident for tax purposes, the buyer of the real property/shares or his lawyer will be responsible for deducting the tax due at the time of payment. 

33
Upon deduction of the tax, the buyer or his lawyer shall notify the Comptroller of the tax deduction and account the tax deducted to the Comptroller within 10 days together with a duly completed form IR37A, which is obtainable from IRAS. 

34
Where the buyer or his lawyer fails to account for the tax due on any money for any sale consideration held by him, he will be liable for any amount due to the Comptroller. 

Additional Clarifications 

35
The basis for determining the holding period is similar to that for stamp duty.

36
A resident in Singapore for tax purposes means - 

(a)
in 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)
in 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. 

37
A seller who claims to be a resident must furnish a sworn statutory declaration to the effect that he satisfies the criteria to be a tax resident. Where the seller does not meet these conditions or does not furnish the requisite sworn declaration, withholding will apply. Other than these there is no further requirement for a resident seller to furnish certification of his residence status. 

38
IRAS may, upon the application of a non-resident seller, consider withholding at a lower rate subject to such conditions as the Comptroller may impose e.g. where a banker's guarantee is given. 

39
Where the real property is jointly owned by more than one person, the joint owners are deemed to have equal share in the real property. 

40
Transitional rules 

(a)
Properties other than HDB flats 

Government has decided that where the option to purchase (for both completed and uncompleted properties) was granted before 15 May 1996 by the seller, the new income tax measures will not apply to the seller provided the option is exercised by the purchaser and a copy of the exercised option is lodged with the Stamp Office on or before 14 June 1996. 

(b)
HDB resale flats 

For HDB resale flats, the new income tax measures will similarly not apply to the seller in a HDB resale transaction if all of the following three conditions are satisfied: 

(i)
the sale and purchase agreement has been signed by both parties before 15 May 1996; 

(ii)
the seller has satisfied the minimum occupation period set by HDB on 14 May 1996; 

(iii)
he re-sale application to HDB is submitted to HDB by 14 June 1996. 

Administrative Concession On The Tax Treatment Of Specific Provisions for Doubtful Debts For Banks -Supplementary Statement To The Statement Issued On 23 January 1995 

41
IRAS issued a Statement on the above administrative concession on 23 January 1995 (see below). The Statement set out the conditions to be met by banks and the circumstances under which deductions for specific provisions for doubtful debts claimed by them may be allowed by way of the administrative concession. 

42
Since the issuance of the above Statement, several banks and their tax agents have sought clarification from IRAS on various points related to the Statement. Arising from such queries, further clarification is necessary. This Supplementary Statement, which has to be read together with the earlier Statement, therefore provides further clarification on the following matters relating to the administration of the above concession: 

(a)
Application for the administrative concession by banks 

Although the administrative concession is available to a bank in respect of specific provisions it has made in the basis period beginning from the Year of Assessment (YA) 1995, application for the concession can be made anytime from the YA 1995 onwards. However, no retrospective approval of the concession will be allowed. In other words, if an application is received from a bank in YA 1997, the concession, if granted, shall apply to specific provisions it has made in the basis periods for YA 1997 and subsequent YAs. Notwithstanding this, a bank may, if it wishes to, lodge its application in a YA for the concession to apply from any subsequent YA e.g. applying in YA 1995 for the concession to take effect from YA 1997.

(b)
Tax treatment of recoveries of debts written off from specific provisions allowed by way of the administrative concession 
Where debts in respect of which deduction of specific provisions have been allowed by way of the concession are written off but subsequently recovered, the amount of any recovery of such written off debts which has to be brought back to tax shall be indexed in the same manner as that provided in the Statement issued on 23 January 1995. In such cases, however, the "current tax rate" referred to in the Statement shall be read as the tax rate applicable to the YA in which the recovery is taxable. 

(c)
Specific provisions made in respect of any interest accrued by banks 

Where specific provisions are made by a bank in respect of any interest due to and accrued by the bank, no deduction of such provisions shall be allowed unless the interest accrued has been previously brought to tax. 

(d)
Renunciation or revocation of the administrative concession by banks or the Comptroller respectively 
Where a bank's application for the concession in any YA has been accepted by the Comptroller, the concession shall continue to apply from that YA onwards until revoked by the Comptroller or renounced by the bank in writing. In such a case, the concession shall, in addition to any adjustments which the Comptroller may make as a result of the bank's failure to comply with any conditions imposed (where applicable), cease to apply from the YA following the year in which the notice of revocation or renunciation is given. Where renunciation or revocation of the concession occurs, the bank will not be granted the concession again thereafter. Even where renunciation or revocation is in effect, specific provisions which have been allowed prior to the revocation or renunciation shall continue to be subject to the indexation adjustment when they are written back or when debts written off from such provisions are recovered. 

(e)
Computation of the amount of general provisions deductible under section 14I of the Income Tax Act 

Where specific provisions in respect of any loans/advances have been allowed by way of the above concession, such loans/advances shall be excluded from the prescribed value of the loans/advances for the purpose of computing the amount of the general provisions deductible under section 14I of the Income tax Act in any year. Accordingly, where general provisions have been allowed in any year to a bank under section 14I in respect of any loans/advances and specific provisions are subsequently claimed and allowed to the bank in respect of such loans/advances by way of the concession, the necessary adjustments to the general provision deduction has to be made, including a write-back, if applicable. 

(f)
Breach of conditions applicable to the administrative concession 
Where the Comptroller is of the view that any condition imposed or any undertaking made by a bank for purposes of granting the concession has not been met or carried out by the bank, he shall be entitled to make such assessments or additional assessments upon the bank as may be necessary to make good any loss of tax as a result of its failure to comply with the conditions. In such cases, the bank shall furnish any information as may be requested by the Comptroller to enable him to make such adjustments as he considers necessary. 

43
As spelt out in the earlier Statement issued on 23 January 1995, a bank which wishes to avail itself of the administrative concession must make an application for the concession in writing and furnish a letter of undertaking to index the writing back of any specific provision allowed as a deduction under the concession but are no longer required, including any recoveries of debts written off therefrom (in view of the explanation given above). For the letter of undertaking accompanying the application to be acceptable to the Comptroller, banks should follow closely the wording used in the specimen available from the Comptroller. Any bank which has furnished a letter of undertaking to the Comptroller prior to this Supplementary Statement is therefore requested to forward a fresh undertaking based on the specimen if the first letter is not so worded. The Comptroller shall regard an application made by a bank in any particular YA as received in that YA only if the requisite undertaking (i.e. worded as per the specimen) has been furnished. 

Administrative Concession On The Tax Treatment Of Specific Provisions For Doubtful Debts For Banks — Statement issued on 23 January 1995 

44
Specific provisions for doubtful debts made by banks are in general not allowable deductions as they are not losses incurred, unlike bad debts which are irrecoverable and written off. Whether or not a bank has incurred a loss on any loan granted to a particular customer is a question of fact to be determined by reference to the available evidence and circumstances of the case. 

45
However, the Comptroller is prepared to allow deductions for specific provisions for doubtful debts of banks in any of the following circumstances: 

(a)
the debtor concerned has been placed under receivership or winding-up by Court; 

(b)
the debtor concerned has been made a bankrupt; 

(c)
the debtor is under liquidation due to the failure of its business and consequential financial problems; 

(d)
a sovereign debt is rescheduled but it has been proved to the satisfaction of the Comptroller that despite the re-scheduling, the hope of recovery is still remote; 

(e)
the bank has issued a writ of summons against the debtor; 

(f)
the bank has taken the necessary steps to recover the debt, but the hope of recovery is remote. The following situations satisfy this criterion: 

(i)
the bank has ascertained that it is not commercially viable to take legal action against the debtor and its guarantor (if any); 

(ii)
the bank has ascertained from evidence obtained that fraud has taken place; 

(iii)
the debtor cannot be contacted or located after numerous attempts by various means; 

(iv)
the debtor has died and the bank has ascertained that the hope of recovery from the estate is remote. 

The bank has to produce sufficient documentary evidence to show that any of the above circumstances has arisen, if required. 

46
In allowing any deductions, the amount to be allowed shall be after deducting collateral or other securities held against the relevant debts claimed. The treatment described above shall not apply to debts which have been factored out by the bank. 

47
The taxable amount of the specific provision written back shall be indexed. The factor to be used is: 


Previous tax rate


Current tax rate 

where: 

previous tax rate is the tax rate applicable to the Year of Assessment relating to the basis period in which the specific provision made was allowed; and 

current tax rate is the tax rate applicable to the Year of Assessment relating to the basis period in which the specific provision allowed was written back. 

The indexation shall apply only where the current tax rate is lower than the previous tax rate. 
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In the case where a specific provision (made in respect of a particular debtor) which was granted tax deduction at various rates is written-back, the write-back shall be indexed in such a way that the amount written-back will also be taxed at the rates prevailing when the provision was granted tax deduction. For example: 

	
	Provision granted tax deduction/

(Provision written-back)
	Tax Rate
	Index

	
	S$
	%
	

	Year 1
	10,000
	27
	-

	Year 2
	20,000
	26
	-

	Year 3
	(15,000)
	25
	First $10,000 – 27/25

Next $5,000 – 26/25

	Year 4
	(5,000)
	25
	
‑ 26/25
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The administrative concession in this Statement shall apply in respect of specific provisions made in the basis periods for the Year of Assessment 1995 and subsequent years of assessment on condition that a bank - 

(a)
elects for the concession in writing; and 

(b)
furnishes a letter of undertaking to index the writing back of any specific provision which had been previously allowed as a tax deduction in the manner provided above. 

50
Where a bank makes specific provision which is disallowed as a tax deduction, any subsequent write-off of the provision shall be allowed (if deductible) at the tax rate prevailing for the year of assessment for which the write-off is allowable without indexation. 

51
Specific provisions allowed for years of assessment prior to the Year of Assessment 1995 will not be subject to indexation should they be subsequently written back unless the bank concerned has previously reached an agreement with the Comptroller for indexation or other similar treatment. 

Income Tax (Amendment) Bill 1995

Clause 3(c) — Section 10(15) Of The Income Tax Act 

[Note: Section 10(15) has since been renumbered as section 10(25), Income Tax Act (Revised Edition 2004).  With regards to the IRAS’s clarification on the remittance rules, the details can be found in the IRAS’s Interpretation and Practice Notes No. 20, Vol. 3 No. 3.]

52.
MOF has agreed for IRAS to adopt a set of administrative practice and interpretation guidelines when applying the provisions of section 10(15) to the various situations for which concerns were expressed. These are: 

(a)
section 10(15) will be applied to tax foreign income received in Singapore only if the income belongs to an individual who is resident in Singapore or an entity which is located in Singapore. This is no different from the treatment of foreign income received in Singapore prior to the introduction of section 10(15). With this interpretation, non-resident individuals and foreign businesses which are not operating in or from Singapore can bring their foreign income to Singapore without fear of being taxed on the income. This removes the concern that section 10(15) will discourage foreigners and foreign businesses from using Singapore's banking and fund management facilities; 

(b)
as an administrative concession, section 10(15) will not be applied to tax the foreign income received in Singapore by individuals who migrate to Singapore where it can be shown that the foreign income received after becoming a resident was earned prior to the relocation to Singapore. With this concession, foreigners who decide to relocate will not find themselves disadvantaged in anyway as a result of that decision; 

(c)
as an administrative concession, foreign income which is applied towards additional investments overseas without being repatriated to Singapore will not be treated as having been received in Singapore under section 10(15)(b) at the point of reinvestment. With this concession, section 10(15)(b) will principally close a loophole where taxpayers seek to avoid tax on their foreign income by using it overseas to pay for expenses which are claimed as deductions against income taxable in Singapore. This concession is in line with Government's efforts in promoting regionalisation of Singapore's businesses; 

(d)
where taxpayers with funds outside Singapore derived from both foreign income and other non-income sources wish to remit the non-income funds only, IRAS will, as an administrative concession, be prepared to accept such claims. For such claims to be accepted, the taxpayer will have to provide an account of the funds from income and non-income sources on the date before repatriation and demonstrate that after the repatriation, the funds remaining outside Singapore is no less than the amount from income sources which have yet to be repatriated. Alternatively, the taxpayer can demonstrate that the amount repatriated is not more than the capital sent out net of any losses incurred on capital account. This will greatly reduce the administrative burden of taxpayers to track and demonstrate that the funds repatriated are from non-income sources. In addition, it is recognised that businesses may sometimes make profits from certain overseas projects and losses on others. For the purpose of determining the amount of foreign income which has been derived overseas, IRAS will, as an administrative concession, allow losses incurred overseas on revenue account to be set-off against the foreign income derived; 

(e)
technically, the provisions of section 10(15) can be applied without reference to when the actions which lead to foreign income falling within the ambit of this subsection occur. However, as it is not the intention to re-open cases where agreement has already been reached on the issues involved, IRAS will adopt the following interpretation on the operative dates of the provisions of section 10(15): 

(i)
section 10(15)(a) will be applied to all assessments where the issue pertaining to receipt of foreign income has yet to be agreed on the date the Income Tax (Amendment) Bill 1995 was introduced in Parliament (i.e. 7 August 1995);  

(ii)
sections 10(15)(b) and (c) will be applied to transactions which are effected after 7 August 1995, For example, equipment which was bought using foreign income and brought into Singapore on or before 7 August 1995 will not be caught by the provisions of section 10(15)(c). 

53
The above statements on the practice and interpretation to be adopted by IRAS on section 10(15) are intended to address all concerns which from the policy point of view may give rise to unintended negative consequences. These statements should also clear up any misconception and apprehension about the consequences of the amendment. 

IRAS-ICPAS Dialogue On 14 February 1995 

54
Taxability of overseas pension fund contributions for employees 

On the tax treatment of overseas pension fund contributions for employees, based on the policy decision from MOF, the taxability on the contributions in the hands of the employees is as follows: 

(a)
the contributions to social security schemes for employees are not taxed provided that such contributions were not borne by or no deduction was claimed by any permanent establishment in Singapore; 

(b)
the contributions for employees to overseas pension or provident funds which did not fall under the category of social security schemes will be deemed as income under section 10C(6) of the Income Tax Act and would be taxed on the employees. 

55
Foreign contractors 

IRAS said that the foreign contractors deriving income from work done in Singapore were liable to income tax. Presently, payment received by foreign contractors does not fall within the scope of Section 12(7) of the Income Tax Act and no tax is withheld in respect of such payments. To ensure that taxes were duly collected from these foreign contractors. IRAS said that it would appreciate it if member firms of ICPAS could get their clients to notify IRAS once foreign contractors are engaged. 

IRAS-ICPAS Dialogue On 26 July 1993

56
4-Line Statement and Field Audit 
IRAS stated that with effect from YA 1994, self-employed taxpayers will be required to submit only 4-line statements in respect of their trade income if their annual turnover were less than $500,000. Only self-employed taxpayers whose annual turnover is $500,000 or more need to furnish certified profit and loss accounts and balance sheets as presently required. The four items required for filing are turnover, gross profit/loss, allowable deductions and adjusted profit/loss. 

57
IRAS explained that Form B1 was designed to simplify income tax submission for taxpayers without trade income. The 4-line statement is similarly intended to simplify income tax submission for the self-employed. It is estimated to affect about 80% of them. 

58
IRAS stressed that under the law, all self-employed taxpayers are still required to maintain proper accounts. This is because IRAS may require verification or perform a field audit in some cases, whatever the reported amount of turnover was. Further, the four line figures can be obtained only after the detailed accounts have been prepared. 

59
IRAS said that for any year of assessment, the taxpayer will either be issued with a notice of assessment or a notice informing him of his tax liability. ICPAS was informed that the taxpayer cannot assume his case to be finalised if no field audit was conducted on him. The relevant provisions in the law, such as those which spell out the time frame within which an assessment can be reopened, still apply. 

Taxability of interest subsidy on staff loans ‑ Statement issued on 28 September 1990 

60
Where employers provide employees with loans, either interest-free or at a rate below that of the market rate, a benefit is derived by the employees. Such benefit is taxable. It has to be noted that, in many instances, there is a cost to the employer, especially where he has to incur interest expense in the course of his business. Usually, such interest expense is claimed for deduction. 

61
Another instance of benefit to employees is where an employer pays interest on loans arranged for or obtained by the employees. The interest, in full or in part, i.e. the difference between what the lenders charge and the amount paid by the employee is part of the emoluments of the employee and is taxable as his income. 

62
A review has been made on the taxability of the above benefits. It has been decided that the benefit under the former paragraph (paragraph 60) would not be brought to tax as an administrative concession. It is to be noted that this applies only to employees who do not have substantial shareholdings or who do not have control or influence over the company. There are instances where a person has control of the company and yet is an employee as managing director, general manager or manager, etc. A tax planning device can be arranged in such a way that the company obtains loans from third parties such as banks and provides him with interest-free loans as employee. This is especially so in the context of privately-owned companies. In such a case, the concession would not be applicable. Therefore, the Department has to deal with such matters of this nature on a case-by-case basis. 

63
The benefit under the latter paragraph (paragraph 61), i.e. the cash outlay of the employer, would be liable to tax. The taxability of the cash outlay benefits would take effect from the Year of Assessment 1991. It should, therefore, be declared in the Return of Employee's Remuneration, Form IR8A accordingly. 
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