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Clarifications of Tax Matters as at 31 December 1985 

Introduction 

1
The Taxation and Levies Practice Guidelines contain various clarifications, which the Society have had with the Inland Revenue Department (IRD), on various tax issues arising from amendments to the Income Tax Act. The Guidelines may also highlight clarification of certain departmental practice adopted by the IRD. 

2
This Guideline is a consolidation of all taxation circulars issued by the Society up to 31 December 1985 covering clarifications on the following tax matters currently still in force: 

Deduction for life insurance premiums

Charitable institutions 

Deduction of tax on interest payments to non-residents 

Deduction of tax on non-resident director's remuneration

Industrial building 

Accelerated capital allowances

Private hire (SZ) cars 

Head office expenses 

Restriction on deduction of trading losses against dividends

Permanent establishment 

Sourcing of interest income 

Royalties, technical fees, management fees, rents, etc.

Deduction of tax from emoluments

Area representatives 

3
This Guideline does not include past years' guidelines which were temporary in nature pending legislation of the tax proposals. 

Deduction for life insurance premiums – 39(e)

[Note: section renumbered to Section 39(2)(g)(v), Income Tax Act, (Revised Edition 2004)]

4
The 1973 Amendment Act introduces a new proviso (v) to Section 39(e) providing that no deduction shall be allowed for life insurance premiums paid to an insurance company which does not have an office or a branch in Singapore. The ruling does not apply to insurance contracts entered into by an individual resident in Singapore prior to 10 August 1973. 

5
Because of ambiguity as to whether a person who, prior to the amendment, was not a resident when he entered into a life insurance contract with a company not operating in Singapore could claim for deductions of insurance premium, the IRD has advised that individuals who were residents in Singapore on or before 9 August 1973 and who had entered into life insurance contracts before 10 August 1973 with insurance companies without an office or branch in Singapore will be allowed deduction for such life insurance premiums paid. 

Charitable institutions 

[Note: Section 13(1)(g) renumbered to Section 13M, Income Tax Act (Revised Edition 2004)]

6
Section 13(1)(g) of the Act exempts the income of charitable institutions, which have been established solely for charitable purposes, from income tax subject to certain conditions. 

One of these conditions ‑ application of at least 80% of the adjusted income of the charitable institutions for charitable purposes, was provided for in the 1973 Amendment Act. 

Effective from the year of assessment 1983, the application of 80% of the adjusted income of the charitable institutions must be for charities or charitable objects within Singapore [amended by the 1982 Amendment Act]. This means that the application of income for charitable purposes outside Singapore would no longer qualify for the 80% rule. 

7
The IRD has furnished the following illustrations to clarify the rules on the application of 80% of income of a charitable institution for charitable purposes:- 

	A. Accounts for the year ended 31.12.73

	Gross Income
	
	
	$100,000

	Less:
Operating expenses
	20,000
	
	

	
Charitable expenses
	30,000
	
	50,000

	
Surplus as per accounts
	
	
	50,000

	
	
	
	

	Year of Assessment 1974
	
	
	

	Income Tax Computation 
	
	
	

	Gross Income
	
	
	100,000

	Less:
Operating expenses allowable under S.14 
	
	
	20,000

	
Adjusted income
	
	
	80,000

	
	
	
	

	S.13(1)(g) application
	
	
	

	80 % of $80,000 the adjusted income for the year ended 31.12.73, should be applied not later than 31.12.74.
	
	
	

	
	
	
	

	80% of $80,000 to be applied for charity 

Amount applied as reflected in 1973 accounts 
	
	
	$64,000

30,000

	
	
	
	

	Balance $34,000 to be expended not later than 31.12.74 (the examination of 1974 accounts (in Year of Assessment 1975) will show if this has been complied with).
	
	
	34,000

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	B. Accounts for the year ended 31.12.74
	
	
	

	Gross Income
	
	
	$200,000

	Less:
Operating expenses
	16,000
	
	

	
Charitable expenses
	64,000
	
	80,000

	
Surplus as per accounts
	
	
	120,000

	
	
	
	

	Year of Assessment 1975
	
	
	

	Income Tax Computation
	
	
	

	Gross Income
	
	
	200,000

	Less:
Operating expenses allowable under S.14
	
	
	16,000

	
Adjusted income
	
	
	184,000

	
	
	
	


	S.13(1)(g) application
	
	
	

	80% of $184,000 the adjusted income for the year ended 31.12.74, should be applied not later than 31.12.75.
	
	
	

	
	
	
	

	80% of $184,000 to be applied
	
	
	$147,200


For the Year of Assessment 1974, the institution has to expend on or before 31.12.74 $64,000 for charitable purposes in order to enjoy exemption under section 13(1)(g). Of this sum $30.000 was expended during the year 1973 leaving a balance of $34,000 to be expended on or before 31.12.74. As the 1974 accounts show that $64,000 was expended for charity it can be taken that this amount includes the $34,000 which is required to be expended by 31.12.74 in order that the institution qualifies for exemption under section 13(1)(g) for the Year of Assessment 1974. 

	As regards the $147,200 which is the 1974 income to be expended for charitable purposes, the computation is as follows:

80% of $184,000 to be applied for charity 
	
	
	
	$147,200

	Amount expended for charity in 1974
	
	64,000
	
	

	Less: $34,000 which is taken as the 1973 income expended for charity
	
	34,000
	
	

	1974 income expended in 1974 for charitable purposes
	
	
	
	30,000

	Balance to be expended not later than 31.12.75
	
	
	
	117,200

	
	
	
	
	

	C. Accounts for the year ended 31.12.75

	Gross Income
	
	
	
	$147,200

	Less:
Operating expenses
	
	52,800
	
	

	
Charitable expenses
	
	47,200
	
	100,000

	
Surplus as per accounts
	
	
	
	47,200

	
	
	
	
	

	Year of Assessment 1976
	
	
	
	

	Income Tax Computation 
	
	
	
	

	Gross Income
	
	
	
	147,200

	Less:
Operating expenses allowable under S.14 
	
	
	
	52,800

	
Adjusted income
	
	
	
	94,400

	
	
	
	
	

	S.13(1)(g) application
	
	
	
	

	80 % of $94,400 the adjusted income for the year ended 31.12.75, should be applied not later than 31.12.76
	
	
	
	

	80% of $94,400 to be applied not later than 31.12.76. 
	
	
	
	$75,520

	Amount expended for charity in 1975
	
	
	
	$47,200

	Balance of 1974 income to be applied for charity not later than 31.12.75
	
	
	
	117,200

	1975 assessment for this amount should be issued
	
	
	
	-70,000

	
	
	
	
	

	D. Accounts for the year ended 31.12.76

	Gross Income
	
	
	$30,000

	Less:
Operating expenses
	25,000
	
	

	
Charitable expenses
	80,000
	
	105,000

	
Deficit
	
	
	75,000

	
	
	
	

	Year of Assessment 1977
	
	
	

	Income Tax Computation 
	
	
	

	Gross Income
	
	
	30,000

	Less:
Operating expenses 
	25,000
	
	

	
Adjusted income
	
	
	5,000

	
	
	
	

	Amount expended for charity in 1976
	
	
	80,000

	Less:
1975 income to be applied for charity 
	75,520
	
	

	1976 income to be applied for charity (80% of $5,000)
	4,000
	
	79,520

	
	
	
	480

	
	
	
	


As the charitable institution has expended $80,000 being more than the required 80% of the adjusted income, the excess of $480 will not be available to be carried forward and be considered as part of the expenditure for charitable purposes in the following year i.e. in this case year ended 31.12.77. 

Deduction of tax on interest payments to non-residents - Section 45 

[Note : 

· Withholding tax rate reduced to 15% of gross interest with effect from 28 February 1996. Refer to section 43(3) of the Income Tax Act (Revised Edition 2004). 

· Payment deadline extended to the 15th day of the month following the payment/deemed payment date, from 1 April 2003.  Refer to section 45(4) of the Income Tax Act (Revised Edition 2004).

· Section 45(6)(b) renumbered to section 45(8)(b), Income Tax Act (Revised Edition 2004)]

8
Section 45 requires a person paying interest to any non-resident to deduct tax at the rate of 40% and to account such tax withheld over to the Comptroller within 7 days after the payment/deemed payment of the interest. 

Section 45(6)(b) was amended by the 1975 (Amendment No. 2) Act whereby interest is deemed to have been paid although it is not actually paid over to the non-resident but is reinvested, accumulated, capitalised, carried to any reserve or credited to any account however designated, or otherwise dealt with on behalf of the non-resident.  
9
The IRD has indicated that, in the situation where interest expense has been accrued for purposes of preparing financial statements at the end of a financial year, such accrual of interest will not be regarded as 'interest deemed to be have been paid provided that the liability to pay such interest has not crystalised at the end of the financial year. 

Where the liability to pay has crystalised at the end of the financial year, any accrual of such interest income will be subject to deduction of tax under Section 45. 

10
The IRD has advised that the waiver of the deduction of tax on interest payments to non-residents only applies to interest payments made to Singapore branches of non-resident banks. 

This means that any person making interest payments to the Singapore branches of non-resident companies is obliged to deduct tax when making such interest payments, except in the case of interest payments to Singapore branches of non-resident banks. 

Deduction of tax on non-resident directors' remuneration - Section 45(B) 

[Note: For the latest withholding tax rate, please refer to section 45B, Income Tax Act (Revised Edition 2004).]

11
Section 458 (introduced by 1979 Amendment Act) requires a company to deduct tax at the rate of 40% on remuneration paid to a non-resident director. 

12
The IRD has indicated that tax need not be deducted from remuneration paid to a full-time working director whose stay in Singapore in the year of arrival will be less than 183 days (i.e. technically a non-resident in the first year of assessment) but who will, in due course, be regarded as a tax resident for the years of assessment concerned when his period of stay in Singapore covers 3 consecutive years of assessment. 

Industrial building 

13
Effective from year of assessment 1979, any person who has purchased a new building which qualifies as an industrial building is entitled to claim industrial building allowances based on the construction cost of the building or the new purchase price whichever is lower.

14
The IRD has advised that, where the building was purchased from Jurong Town Corporation, the cost of construction is deemed to be 95% of the net purchase price.

Where the building was purchased from any developer other than JTC, the taxpayer should firstly attempt to obtain the cost of construction from the developer. Failing which, the taxpayer could appeal to the IRD for assistance in obtaining such information.

Accelerated capital allowances –Section 19A(1A) 

15
Effective from the year of assessment 1985, taxpayers can elect to write-off all new additions to plant and machinery except for motorcars, motorcycles, and light goods vehicles over a 3 year period. 

16
The IRD has indicated that, once a claim for accelerated allowances has been made, the claim will run for 3 consecutive years. 

For example, if a taxpayer claims accelerated allowances for new additions in the year of assessment 1985, he will also be given accelerated allowances on those assets for years of assessment 1986 and 1987. He cannot opt to defer the ensuing capital allowances due for years of assessment 1986 and/or 1987 to a later date. 

Private hire cars (SZ) - Section 14(3) and (4), and 15(1)(k)

[Note:

· With effect from 1 April 1998, all expenses incurred for the use of any private hire cars are no longer deductible.  This is due to the vehicle tax rationalisation exercise introduced back then.  Refer to the IRAS Interpretation & Practice Note 35, Vol 7 No. 1 for details.]

· Form IR530A no longer required/available.]

17
The following is a practice guideline issued by the Commissioner of Inland Revenue:

Section 15(1)(k) has been introduced to disallow deduction of outgoings and expenses (whether directly or by way of reimbursement) incurred on or after 1 April 1983 for the use of any private hire car/cars (SZ) by any person where the aggregate period(s) of use of such cars during the basis period for any year of assessment exceed(s) 183 days. 

The following should be noted when determining the 183-day period:

‑ 
the use of SZ cars for part of a day shall be counted as one day; 

‑
where the period of use of SZ cars overlap, the overlapping period will be counted once only; 

‑
in the case of a claim for deduction by an employer, the periods of use of any private hire car for the purpose of his trade, business, profession or vocation by any of his employees shall be regarded as used by the employer in calculating his 183-day period; 

‑
in the case of a claim for deduction by an employee, the periods of use of any private hire car by his employer and/or his co-employees for the purposes of the trade, business, profession or vocation of the employer shall be regarded as used by that employee in calculating his 183-day limit. 

In connection with any claim for deduction, each employer/employee will be asked to complete a standard form (Form IR530A) giving particulars of employer/ employee usage of private hire cars for purposes of the employer's business. 

The form IR530A can be obtained from the Inland Revenue Department.  

Head office expenses

18
The IRD has advised that claims for head office expenses made by Singapore branches of foreign corporation may be subject to detailed examination especially when such expenses claims are substantial in relation to the income of the branch. The detailed examination is to ensure that such claims are bona fide and are in respect of expenses incurred in the production of the branch's income and not for the benefit of the head office. 

The IRD may request confirmation from the tax agents that the head office expenses claimed satisfy the general deduction rule under Section 14 and are not prohibited under Singapore tax laws. 

Restriction on deduction of trading losses against dividends - Section 37A 

19
Section 37A, introduced by the 1979 Amendment Act, prohibits a company (i.e. 'loss' company) from offsetting its trading losses against any dividends received by it from an associated company, save by the exception stated below. 

An associated company has been defined as one in which a loss company has beneficial interest, directly or indirectly, in at least 25% of the issued share capital of a private company (50% in the case of a public company). 

20
The IRD has confirmed that the above restriction does not apply:

(a)
in respect of post-acquisition losses of the loss company, and

(b)
in respect of dividends paid by an associated company out of its post-acquisition profits. 

Permanent establishment

[Note:

· Income Tax (Concessionary Rate of Tax for Asian Currency Unit Income) Regulations 1979 was revoked and replaced by Income Tax (Concessionary Rate of Tax for Asian Currency Unit Income) Regulations with effect from 16 September 1988.

· Singapore International Monetary Exchange is now known as futures member of the Singapore Exchange.]

21
The definition of the term 'permanent establishment' ('PE') was introduced by the 1977 Amendment Act and is now included in the interpretation section, Section 2. 

22
Although this term is now more widely defined, it is felt that this should not give rise to any inference of 'source' to provisions of the Act where this term is not specified. 

The IRD has, however, stated that as the concept of permanent establishment is defined in the general interpretation section (Section 2), it has application to other provisions of the Act in addition to Section 12(6) and (7), Section 13(1)(t) and (v) as well as Section 43A (before Section 43A was re-enacted in 1979 - See para. 24), although this term is specifically referred to in these three sections only. 

This means that there will be wider implications than the following:

(i)
A non-resident company receiving income from deposits with approved banks in Singapore will no longer be exempt on the interest income if it has a permanent establishment covered by the new definition ‑ Section 13(1)(t).

(ii)
The various items of income specified in the new Section 12(6) and Section 12(7) (e.g. interest, commission, fees and other technical fees, management fees, rental for movable property etc.) will be deemed to be Singapore sourced if these are deductible against income subject to Singapore tax or borne directly or indirectly by a Singapore resident company or individual or a permanent establishment in Singapore (as now defined). In this context, it is important to bear in mind that a permanent establishment is specifically defined as 'a fixed place where a business is wholly or partly carried on including a place of management, branch, office, …

(iii)
Foreign companies which have permanent establishment within the new definition will not be entitled to the tax exemption from Asian Dollar Bond interest income as specified in Section 13(1)(v). 

23
As the term is not referred to in the charging section (Section 10), it is advised that the mere fact that an entity falls within the definition of the term does not ipso facto means that the entity will be deemed to have income 'accruing in or derived from Singapore'. 

The IRD has stated that 'whether or not profits will be attributable to a permanent establishment including representative office would depend on the nature of the activities it carries out'. In our view, a representative office which confines its activities, within the limitation of its restricted presence is not within the definition of permanent establishment as set out in Section 2 i.e. it is not a place where the business is wholly or partly carried on. In this context, if, in fact, business is being carried on, registration of a branch would be necessary under the provision of Section 368 of the Companies Act, Cap. 50 of the Revised Edition. The IRD may well enquire into and review the nature and extent of the activities of representative offices. On this basis, the Inland Revenue Department has confirmed, inter alia, that the following types of activities will not come within the ambit of Section 10 even if it falls within the definition of permanent establishment in Section 2: 

(1)
A mere purchasing function in Singapore of a foreign entity.

(2)
Stocks of goods warehoused in Singapore for delivery but no trading activities are carried on in Singapore. 

24
Section 43A has since been repealed and re-enacted by the 1979 Amendment Act with effect from year of assessment 1978. Although the term PE is no longer mentioned in this section, the term PE is extensively mentioned in the Income Tax (Concessionary Rate of Tax for Asian Currency Unit Income) Regulations, 1979. These regulations are made in accordance with the powers conferred by Section 43A on the Minister of Finance. 
25
Subsequent to 1977, the term PE has been mentioned in the following sections: 

(a)
Section 14F ‑ an approved investment company is allowed to deduct a portion of the expenses for the management of its investments paid to any person who is a resident of or a permanent establishment in Singapore. (Added by 1982 Amendment Act, w.e.f. Year of Assessment 1982), 

(b)
Section 43D ‑ members of Singapore International Monetary Exchange whose income is derived from transactions in gold bullion or in any approved commodity or financial futures on any approved exchange or in any approved market with a person who is neither a resident nor a permanent establishment in Singapore will be taxed at the concessionary tax rate of 10%. (Added by 1980 Amendment Act w.e.f. Year of Assessment 1981, subsequently substituted by 1984 Amendment Act w.e.f. Year of Assessment 1985).

Sourcing of interest income - Section 12(6)(a) 

26
The 1973 Amendment Act introduced this section to attribute to a source in Singapore all loan interest paid by a Singapore resident or permanent establishment in Singapore. 

The 1977 Amendment Act amended this section to treat all interest payments, including interest on loan or trade account, to have a Singapore source. It has also been extended to apply to commission, fees and other payments in connection with any arrangement, guarantee, management or service relating to any loan or indebtedness. 

27
A non-resident deriving commission, fees and other payments in connection with any loan or indebtedness borne directly or indirectly by a Singapore entity is not subject to Singapore withholding tax; however the non-resident is required to file a tax return as specified in Section 62 and account for the tax liability accordingly on commission, fees and other payments. The Ministry of Finance subsequently issued a press statement on 20 December 1977 to clarify that 'where the arrangement, management, guarantee or service is performed outside Singapore, the payments for such arrangement, guarantee, management or service are hereby treated as not covered by the provisions of Section 12(6)(a).' 

Royalties, technical fees, management fees, rents, etc. Section 12(7) 

[Note:

· With effect from 28 February 1996, withholding tax rate for royalty payments were reduced to 15% of gross amount. Refer to section 43(3) of the Income Tax Act (Revised Edition 2004).

· Following the abolition of film hire duty, the tax remission granted under section 92(2) was revoked with effect from 28 February 1996 and payments to non-residents for film hire are subject to a 15% withholding tax. Refer to section 43(3) of the Income Tax Act (Revised Edition 2004).

· The withholding tax rate is further reduced to 10%, with effect from 1 January 2005.]

28
The 1977 Amendment Act also introduced a new section to determine the source of royalties, technical assistance fees, management fees and rent or other payments for the use of any movable property (hereinafter referred to collectively as Section 12(7) income). These payments are now deemed to be derived from Singapore if they are borne directly or indirectly by a person resident in Singapore or a permanent establishment in Singapore. 

29
However, it is now clarified that only the profit element of such Section 12(7) income is liable to tax and accordingly pure reimbursement of expenses or contribution to the share of head office expenses would not be liable. In order to ascertain the profit element of the Section 12(7) income liable to Singapore tax, members are advised to enter into separate arrangement with the IRD in respect of the company affected so that only 40% of the estimated net profit (gross Section 12(7) income less costs attributable thereto) needs to be withheld instead of 40% on the gross payment. 

On this basis the effective withholding tax rate on the gross amount may be predetermined and agreed with the IRD for general application to the specific company or branch until changed circumstances necessitate a revision of the rate in which case the IRD must as far as possible be promptly advised to avoid possible withdrawal of this arrangement. Whilst the agreed withholding tax rate would be applied against the gross Section 12(7) income, adjustment for tax over or underpaid will be accounted for in the following year when the actual net profit is ascertained. For this purpose, computation showing how the net profit is arrived at will have to be submitted to the IRD. 
30
The IRD has confirmed that the following fees are not covered by the provisions of Section 12(7)(c): 

(a)
Brokerage fees paid by Singapore companies for services rendered outside Singapore in arranging for the charter of vessels. 

(b)
Supervisory fees paid by Singapore ship-owners to foreign naval architects for supervision of vessels under construction in foreign shipyards. The reference to foreign naval architects does not cover an architect who practises in Singapore either in his professional capacity or in the employ of a Singapore company or permanent establishment. 

However, it is stressed that exclusion of liability under Section 12(7)(c) does not necessarily mean that there is no tax liability in Singapore as liability to tax may arise under other provisions of the Income Tax Act. 

31.
Sales and purchasing commissions do not fall within the ambit of the new Section 12(6) or 12(7), so that the tax implication on such income remains unchanged. 

32.
With regard to payment for the use of movable property such as ships and aircrafts, it is now confirmed that the following is the withholding tax position on charter, fees (excluding bareboat charter discussed later):

	Treaty country with full exemption on shipping income
	Nil

	Treaty country with ½ exemption on shipping income
	1%

	Treaty country with no exemption on shipping income
	2%

	Other countries (excluding tax haven countries)
	2%

	Tax haven countries (specified below)
	3%


Recipients of such deemed Singapore sourced income are required to file tax returns in the year following the year in which such fees are received. 

The IRD is of the opinion that the exemption of shipping and aircraft profits provided in double taxation agreements concluded by Singapore do not, however, cover profits from a bare charter. In such cases, the provision of Section 45A would apply as follows: 

	i)
Bare boat charter fees paid to resident of countries with whom Singapore has concluded double taxation agreements 
	‑   2% of charter fees 

	ii)
Bare boat charter fees paid to resident of countries with whom Singapore has no double taxation agreement 
	‑   2% of charter fees

	iii)
Bare boat charter fees paid to resident of tax haven countries
	‑   3% of charter fees


The foregoing paragraphs on charter fees apply only for the purpose of the Act and should not be construed as determining the final tax liability. 

The tax haven countries referred to above include:

(a)
Bahamas

(b)
Bermuda

(c)
British Virgin Islands

(d)
Cayman Island (George Town)

(e)
Gibraltar 

(f)
Hong Kong 

(g)
Isle of Man (Irish Sea between Britain and Ireland)

(h)
Jersey (Channel Islands -English Channel)

(i)
Liberia 

(j)
Liechtenstein

(k)
Luxembourg 

(I)
Netherlands Antilles (east of Puerto Rico) 

(m)
New Hebrides (Between Fiji and Australia) 

(n)
Norfolk Island (near Australia) 

(o)
Panama 

(p)
Switzerland 

In the case of Switzerland, notwithstanding its inclusion in the above catalogues of tax haven countries, its residents will enjoy the lower rate of tax deduction as it has a double taxation agreement with Singapore. 

33
It was pointed out to the IRD that film rentals to non-residents would be covered by Section 12(7)(a) and (d) and would, therefore, be subject to the withholding tax provision. Since film rentals are presently being subject to a separate film hire duty, it would appear that the same income is subject to double taxation. 

The following clarification was made by the IRD on 23.11.78:

(i)
The film rentals paid to non-resident are deemed to be income derived from Singapore by virtue of the provisions of Section 12(7) of the Income Tax Act. 

(ii)
However, the Minister has, under section 92(2) of the Income Tax Act, approved remission of tax on motion picture film rentals paid to non-resident distributors/producers (excluding any permanent establishment in Singapore). 

The approval is subjected to the following conditions:

(a)
The film rentals must have been subjected to film hire duty in Singapore;

(b)
The pricing system between the film exhibitors/distributors in Singapore and the non-resident distributors/producers must be demonstrably at arm's length. For the purposes of verification, the accounts of or any information relating to the distributors/producers outside Singapore which are associated with or belong to the same group of companies as the local distributors/producers must be submitted if requested; and 

(c)
The remission shall be reviewed from time to time. 

(iii)
In relation to paragraph (ii)(b) above, where it is found that a company or a group of companies is involved or engages in any tax avoidance or tax evasion scheme to siphon off or reduce Singapore tax, the remission under section 92(2) shall be withdrawn. 

Deduction of tax from emoluments - Section 91(2A)

[Note: Section 91 (2A) renumbered to section 91(4), Income Tax Act (Revised Edition 2004).]

34
The above section was enacted in 1977 requiring an employer to pay over to the Comptroller the amount of tax deducted from an employee's emoluments within ten days after the date of the deduction. The date of the deduction refers to the actual day of salary payment and not the accrual day for salary. Thus, if the salary for the month of January is paid on 15 January, then the tax deducted has to be remitted to the Comptroller by 25 January. 

Area representatives 
[Note: The withholding tax rate is further reduced to 10%, with effect from 1 January 2005.]
35
The term 'area representatives' refers to a class of employees of a foreign company who are stationed in Singapore and who have regional responsibilities. The foreign company does not carryon any business or trade in Singapore but usually has a representative office in Singapore doing liaison work. 

Such area representatives have been accorded concessionary tax treatment by the IRD whereby they are taxed on a portion of their remuneration attributable to services rendered in Singapore. 

The IRD has always raised extensive queries on the status of an area representative to satisfy themselves that such claims for the concessionary tax treatment are bona fide. 

To facilitate early agreement of such claims, the following information should be submitted together with the income tax return of an area representative:

(i)
State whether the employer is a foreign or local entity. 

(ii)
If the employer is a foreign entity, state whether the foreign employer has a permanent establishment in Singapore. 

(iii)
If the answer to (ii) is yes, state the relationship between the area representative and the Singapore permanent establishment. 

(iv)
State the duties of the area representative. 

(v)
Provide a confirmation that the area representative is required to travel around the region in the course of his duties. 

(vi)
State whether and to what extent the remuneration paid by the employer to the area representative is borne (partly or wholly) by a permanent establishment in Singapore. 

The foregoing information should be supplied to the IRD annually since the circumstances and modes of operation of an area representative could change from year to year. 

