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IRAS CIRCULAR
CARRY- BACK RELIEF SYSTEM
INTRODUCTION

Currently, trade losses arising from the carrying on of a trade, business,
profession or vocation in any basis period by any person are allowed to be offset
against his’ other sources of income? derived during the same basis period. If the
trade loss incurred in any particular Year of Assessment (“YA”) cannot be fully
relieved, the balance of such loss (referred to hereafter as “unabsorbed trade loss”)
will be allowed to be carried forward for offset against the income of the person for
subsequent YAs. If the person is a company, the carry-forward of the unabsorbed
trade loss is subject to the condition as spelt out in paragraph 7 below.

2 In the case of a person claiming capital allowances® (“CA”), any CA in excess
of the income from all sources of the person (referred to hereafter as “unabsorbed
CA”) for any YA can be carried forward to offset against income of that person for
subsequent YAs, subject to the condition as spelt out in paragraph 8 below.

3 There is currently no carry-back of unabsorbed CA and unabsorbed trade
losses.

4 On 18 February 2005, PM and Minister for Finance announced in his Budget
Statement 2005 that a one-year carry-back of unabsorbed CA and unabsorbed trade
losses of up to $100,000 for businesses (referred to hereafter as “carry-back relief
system”) will be introduced from the YA 2006. The objective of this tax change is to
provide timely relief for small businesses to help them cope with cash-flow problems,
especially in a cyclical downturn.

5 To effect the carry-back relief system, changes to the Income Tax Act (“ITA”)
have been incorporated as part of the draft 2005 Income Tax (Amendment) Bill [i.e.
the new sections 37E and 37F, together with consequential amendments to sections
2, 10D(2)(b) and (d), 10H(1)(a) and (b), 23(3), 36A(4), 36A(10) and 37(5)]. The said
Amendment Bill is put out for public consultation” for the period from 4 June 2005 to 3
July 2005.

6 This Circular provides details of the carry-back of unabsorbed CA and
unabsorbed trade losses (referred to hereafter as “carry-back relief”).

YIn this circular, the term “his” would not be confined to make reference to the male gender, but would also be
used to refer to the female gender, a company or a body of persons, as the context requires.

’ This is provided under section 37(3) of the Income Tax Act (“ITA").

®In this circular, the term “capital allowances” (“CA”) refer to allowances given under sections 16, 17, 19, 19A,
19B, 19C, 19D or 20 of the ITA.

*The draft 2005 Income Tax (Amendment) Bill could be downloaded from the Ministry of Finance website
www.mof.gov.sg
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CURRENT CONDITIONS FOR CARRY-FORWARD OF UNABSORBED CA AND
UNABSORBED TRADE LOSSES

Carry-Forward Of Unabsorbed CA And Unabsorbed Trade Losses

7 In the case of a company, the carry-forward of its unabsorbed trade losses for
offset against its income of subsequent YAs is subject to the condition that the
shareholders of the company on the last day of the year in which the trade loss was
incurred must be substantially the same as the shareholders of the company on the
first day of the YA in which such trade loss is used for offset against the company’s
income. This requirement for offset of unabsorbed trade losses, as set out under
section 37(12) of the ITA, is commonly known as the “shareholding test”.

8 Unabsorbed CA can be carried forward by a person for offset against his
income of subsequent YAs, so long as that person continues to carry on the trade,
business or profession in respect of which the CA is granted. This requirement for
the carry-forward of CA, as set out under section 23(1) of the ITA, is commonly
known as the “business continuity test” or “same business test”. The same business
test is imposed in addition to the shareholding test’ if the person is a company.

Loss transfer under group relief system

9 Where the person is a company within a group and it is unable to offset all of
its trade losses, CA and donations within itself in a current YA, such current year
unabsorbed CA, unabsorbed trade losses and unabsorbed donations®, subject to the
satisfaction of conditions, can be transferred to another company within the same
group for offset against the other company’s assessable income’ under the group
relief system®. This is provided for under section 37C of the ITA.

CA and trade loss transfer between spouses

10 In the case of an individual, he® can transfer his unabsorbed CA, unabsorbed
trade losses and unabsorbed donations of a current YA or of a prior YA or both to

> The shareholding test for capital allowances is set out under section 23(4) of the ITA. This means that for a
company to offset its unabsorbed CA carried forward against the income of any YA, the shareholders of the
company on the last day of the year in which the CA arose must be substantially the same as the shareholders
of the company on the first day of the YA in which such CA is used for offset against the company’s income.

® For the purpose of this circular, the term “donations” refers to donations qualifying for tax deduction under
section 37(3)(b) to (f) of the ITA. Unabsorbed donations in respect of a YA are the donations made by a person
in a basis period for the YA which exceed his statutory income for the YA.

7 as defined under section 37C(19) of the ITA.

& For more details of the group relief system, please refer to IRAS Circular on “Loss Transfer System of Group
Relief” dated 23 October 2002.

% In this circular, the term “he” would not be confined to make reference to the male gender, but would also be
used to refer to the female gender, or to a company, or a body of persons, as the context requires.

4



his spouse if the latter has assessable income" for the current YA, and vice versa'?.
This is specifically provided for under section 37D of the ITA.

CARRY-BACK RELIEF SYSTEM AND EFFECTIVE DATE OF IMPLEMENTATION

11 Under the carry-back relief system, any person carrying on a trade, business,
profession or vocation may carry back his current year unabsorbed CA and
unabsorbed trade losses (collectively referred hereafter as “qualifying deductions”) up
to a limit of $100,000, to offset against his assessable income of the YA immediately
preceding the YA relating to the year in which the CA was granted or trade loss was
incurred (referred to hereafter as “immediate preceding YA”).

12 “‘Assessable income” against which carry-back relief is allowed refers to
assessable income as determined under section 37 of the ITA and after deducting:

(a) in the case of a company, any investment allowance' as well as any current
year unabsorbed CA, unabsorbed trade loss and unabsorbed donation
transferred from a transferor company or transferor companies under section
37C of the ITA; and

(b) in the case of an individual, any unabsorbed CA, unabsorbed trade loss and
unabsorbed donation transferred from his spouse under section 37D of the
ITA.

13 The qualifying deductions mentioned in paragraph 11 above which are
available for carry-back comprise:

(a) current year unabsorbed CA falling to be made under sections 16, 17, 19, 19A,
19B, 19C, 19D or 20 of the ITA; and

(b) current year unabsorbed trade losses incurred by the person in any trade,
business, profession or vocation, which, if it had been a profit, would be
assessable under the ITA.

14 The carry-back relief is allowed provided certain conditions governing the
carry-back of qualifying deductions are met and the administrative procedures are

1% The transfer of unabsorbed CA in respect of a prior YA to the spouse is subject to the same business test. This
means that if an individual has ceased his trade in YA 2006, and he wishes to transfer his unabsorbed CA,
unabsorbed trade losses and unabsorbed donations to his spouse in YA 2007, he will not be able to transfer the
unabsorbed CA relating to this trade to his spouse

' as defined under section 37(1) of the ITA.

2 For more details of the transfer between spouses, please refer to IRAS Circular on “Change to assess the
income of a husband and wife as separate individuals” dated 22 June 2004 (revised on 15 April 2005).

13 which is allowed under Part X of the Economic Expansion Incentives (Relief from Income Tax) Act.



complied with. Details on the conditions and the administrative procedures are
provided in paragraphs 17 to 46 and 47 to 51 of this Circular respectively.

15 The carry-back relief takes effect from YA 2006. This means that YA 2006 is
the first YA in which the qualifying deductions for that YA can be carried back for
offset against assessable income of the immediate preceding YA, i.e. YA 2005
[subject to a limit of $100,000 and satisfaction of the conditions as spelt out under
paragraphs 17 to 46 of this Circular].

PERSONS ELIGIBLE FOR CARRY- BACK RELIEF

16 The carry-back relief is available to any person who carries on a trade,
business, profession or vocation. This would include companies, individuals who are
sole-proprietors, partners of a partnership [including a limited liability partnership (LLP)
and a limited partnership (LP)] and bodies of persons [such as clubs and associations
which are assessed to tax under section 11(1) and (2) of the ITA], trustees of trusts
and executors of estates.

GENERAL CONDITIONS GOVERNING THE CARRY-BACK RELIEF
17 The carry-back of qualifying deductions is subject to the following conditions:
(A) Same business test

18 Unabsorbed CA for any current YA are available for carry-back only if the
same business test is satisfied. This means that a person who has just commenced
to carry on a trade, business or profession during the basis period relating to any YA
(commencing from YA 2006) would not be able to carry back his unabsorbed CA
relating to that YA for offset against his assessable income of the immediate
preceding YA.

19  As the carry-back of unabsorbed trade losses for any current YA (commencing
from YA 2006) for offset against assessable income of the immediate preceding YA is
not subject to the business continuity test, a person who has just commenced to carry
on a trade, business, profession or vocation during the basis period relating to any
YA (with effect from YA 2006) would be able to carry back his unabsorbed trade
losses relating to that YA for offset against his assessable income of the immediate
preceding YA. For example, an individual who has left employment and set up a
business during the basis period for YA 2006 would be able to carry back his
unabsorbed trade losses (but not unabsorbed CA) for YA 2006 for offset against his
assessable income (which may comprise of employment income, rental income etc.)
for YA 2005.

(B) Quantum of qualifying deductions to be carried back



20 Any person eligible to carry back his qualifying deductions to offset against his
assessable income of the immediate preceding YA is allowed to carry back the lower
of

(a) the actual amount of such qualifying deductions; or

(b) the assessable income of the immediate preceding YA.

However, the aggregate amount of qualifying deductions to be carried back in any YA
shall not exceed $100,000. Any unabsorbed CA or unabsorbed trade losses (as the
case may be) not carried back will, subject to satisfying the same business test
and/or the shareholding test, be allowed to be carried forward for offset against
income of the subsequent YAs.

21 For instance, a person’s assessable income for YA 2005 is say, $60,000, but
his qualifying deductions (i.e. unabsorbed CA and unabsorbed trade losses for YA
2006) is say, $72,000. The amount of qualifying deductions to be carried back shall
only be $60,000. The excess of $12,000 (i.e. $72,000 - $60,000) will be carried
forward for offset against income for subsequent YAs. An example is given in Annex
1.

(C) Order of offset of CA and trade losses

Current order of offset for CA, trade losses and donations for any person
carrying on a trade, business, profession or vocation

22 Currently, in determining the assessable income of a person carrying on a
trade, business, profession or vocation, the following items will be offset against gains
or profits from all sources of that person in the following order:

i. firstly, CA brought forward from a prior YA (due to insufficiency of statutory
income of a prior YA) followed by CA for the current YA;

ii. secondly, trade losses brought forward from a prior YA (due to insufficiency of
statutory income of a prior YA) followed by trade losses for the current YA; and

iii. lastly, donations brought forward from a prior YA (due to insufficiency of
statutory income of a prior YA) followed by donations for the current YA.

t14

In setting off CA and trade losses, the order of offset™™ as set out in the ITA is as

follows:

(a) CA in excess of the income from a trade for which the CA was granted is to be
offset first against income from any other trade, and then against income from
any other source; and

% The order of offset for CA and trade losses is spelt out in sections 35(2A) and 37(4) of the ITA.



(b) any trade loss is to be offset first against income from the same trade, followed
by income from any other trade, and finally against income from any other
source.

23 Where there is more than one other trade, or more than one other source, the
ITA does not spell out the manner of offset of the excess CA and trade loss in respect
of a trade against income of other trades and other sources of income. However, in
view that the carry forward of unabsorbed CA is subject to the same

business test, and for reasons of clarity, consistency and equity, the CA and/or trade
losses are offset proportionately among or between income from other trades, and
then among or between income from other sources, as the case may be.

Order of offset to remain the same under the carry-back relief system

24 With the introduction of the carry-back relief system, the current order of offset
as explained in paragraphs 22 and 23 above will similarly be applied in effecting the
carry-back of the qualifying deductions. In other words, the qualifying deductions are
to be carried back and utilised against the assessable income of the immediate
preceding YA in the following order:

(a) current year unabsorbed CA, if any; and then
(b) current year unabsorbed trade losses, if any.

25 Where the qualifying deductions available for carry-back exceeds $100,000,
and such qualifying deductions arose from more than one trade, business, profession
or vocation, the amount to be carried back would also be determined on a
proportionate basis from each trade, business, profession or vocation. Examples on
the manner of carry-back of qualifying deductions and the order of offset where there
is more than one trade or more than one other source of income are given in Annex 2.

SPECIFIC CONDITIONS APPLICABLE TO COMPANIES

26 Apart from the conditions stipulated in paragraphs 17 to 25 above, companies
are subject to the following conditions as well:

(D) Shareholding test

27 The carry-back of the qualifying deductions of a company is subject to the
shareholding test, similar to the requirement imposed on the company for offset of
carried forward CA, trade losses and donation. This means that for a company to
carry back its qualifying deductions to offset against the assessable income of
immediate preceding YA, the shareholders of the company on the first day of the year
in which the CA arose or the first day of the year in which the trade loss was incurred
must be substantially the same as the shareholders of the company on the last day of
the immediate preceding YA in which such CA or trade loss is used for offset against
the company’s income. The example below illustrates the application of the
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shareholding test for the carry-back of the unabsorbed CA and unabsorbed trade loss
for YA 2006 to be offset against assessable income for YA 2005.

Company X’s accounting period is 1 Jan 2005 to 31 Dec 2005 for YA 2006. In order
to carry back its qualifying deductions for YA 2006 for offset against assessable
income for YA 2005, there must not be substantial change in shareholders as at the
following dates:

a) For carry-back of unabsorbed CA:
(i) first day of the year in which the CA arose, i.e. 1 Jan 2006; and
(i) last day of the YA in which the CA is utilised, i.e. 31 Dec 2005
b) For carry-back of unabsorbed trade losses:
(i) first day of the year in which the loss was incurred, i.e. 1 Jan 2005; and
(i) last day of the YA in which the loss is utilised, i.e. 31 Dec 2005

28 Where a substantial change in the shareholders of a company is not for the
purpose of deriving any tax benefit or obtaining any tax advantage, the carry-back of
the qualifying deductions may be allowed. In other words, the shareholding test may
be waived by the Comptroller of Income Tax (CIT) on a case-by-case application
basis. However, upon approval of such waiver, the qualifying deductions can only be
deducted against the income from the same trade, business, profession or vocation
in respect of which the allowance was made or the loss was incurred.

(E) Quantum of qualifying deductions to be carried back for companies
deriving income subject to tax at concessionary rate(s)

29 Currently, for a company which has chargeable income in respect of the
normal tax rate category (i.e. income subject to tax at the normal corporate tax rate)
and unabsorbed CA, unabsorbed trade loss or unabsorbed donation in respect of
concessionary tax rate category (i.e. if it had been a profit, it would be subject to tax
at the concessionary tax rate) and vice versa, the adjustment stipulated under section
37B of the ITA will be applied within the company for offset across income
chargeable under these two tax rate categories.

30 The section 37B adjustment as mentioned above will similarly apply for carry-
back of qualifying deductions to offset against the assessable income of the
immediate preceding YA. In addition, the amount of qualifying deductions to be
deducted for any YA for such a company would be determined by the following
formula, subject to the cap of $100,000:

A+B

where A is any amount deducted against assessable income subject to tax at
the normal corporate tax rate (currently at 20%); and



B is any amount deducted against assessable income subject to tax at
any concessionary rate of tax divided by the adjustment factor for
that concessionary rate of tax,

and the adjustment factor as mentioned above refers to the normal corporate
tax rate divided by the concessionary rate of tax.

Annex 3 provides a worked example to illustrate how the quantum of qualifying
deductions is determined for a company deriving income subject to tax at a
concessionary rate. More examples are shown in Annex 4 illustrating the tax
treatment where there is income from more than one other trade, or more than one
other source.

31 To restrict qualifying deductions to the cap allowed under section 37E(5) or
37F(4), the amount of qualifying deduction under each tax rate to be carried back
was previously apportioned based on the absolute amount of qualifying deduction
under the concessionary rate available for carry-back. This basis of apportionment
has been found to have led to an apportionment outcome that is not logical in certain
circumstances'®. To overcome this, the apportionment should be made based on the
adjusted amount of qualifying deduction (whereby qualifying deductions under
concessionary tax rate(s) should be adjusted to the amount(s) as if they are subject
to tax under the normal tax rate). Revisions to Note 1(d) and (e) of Annex 3 and Note
2 of Annex 4 illustrate how this is being done. This change will take immediate effect
for all assessments which are yet to be finalized.

(F) Carry-back relief is effected after transfer under group relief system

32 Under the carry-back relief system, the amount of current year unabsorbed CA
and unabsorbed trade losses eligible for carry-back is the net amount after taking into
account any amount of such items transferred out to a claimant company or claimant
companies under the group relief system pursuant to section 37C, if applicable.
Annex 5 provides an illustration on how the carry-back relief is effected where a
transfer under the group relief system is made.

33 A diagram on the order of offset for companies at a glance is provided in
Annex 6.

SPECIFIC CONDITIONS APPLICABLE TO INDIVIDUALS

B For example, where the losses under concessionary 10% tax rate and normal 18% tax rate are $50,000 and
$100,000 respectively, the total losses in absolute amount available for carry-back is $150,000.
Apportionment based on this amount to restrict the amount of losses for carry back to $100,000 would result
in $60,000 (550’000/1501000 x 100,000 x 18/10) to be carried back under the concessionary tax rate category.
This is not a logical outcome since the apportioned amount would exceed the actual loss of only $50,000
available under the 10% tax rate category. Taxpayers in some cases have therefore applied the S37B
adjustment on the excess of $10,000 to translate it back to the normal tax rate category. However, this is not
the intended apportionment outcome.
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34 In the case of an individual, in addition to those conditions as spelt out in
paragraphs 17 to 25 above, the following conditions will also apply:

(G) Carry-back relief is effected after transfer to spouse

35 Under the carry-back relief system, the amount of current year unabsorbed CA
or unabsorbed trade losses available for carry-back by an individual is the net amount
after taking into account any amount of such items transferred out to his spouse
under section 37D, if applicable. Where his assessable income of the immediate
preceding YA is less than the amount of qualifying deductions available for carry-
back, the individual and his spouse may elect to have such excess qualifying
deductions transferred to his spouse for offset against the spouse’s assessable
income of the immediate preceding YA. The total amount of qualifying deductions to
be carried back for offset against his and his spouse’s assessable income of the
immediate preceding YA is subject to a limit of $100,000.

36 The carry-back of qualifying deductions by an individual to his spouse will only
be granted if:

(i) where his spouse has assessable income for the current YA, he has elected to
transfer his qualifying deductions to his spouse under section 37D of the ITA;
and

(i) where he has assessable income for the immediate preceding YA, and he has
elected to carry back his qualifying deductions for offset against his
assessable income for the immediate preceding YA.

37 Annex 7 provides an illustration on how the carry-back relief is effected for an
individual and his spouse where a transfer under section 37D of the ITA is made.

(H) Personal reliefs computed based on earned income are to be adjusted
accordingly

38 Currently, the following personal reliefs for any YA are given to an individual
based on his earned income for that YA:

(i) earned income relief under section 39(1) of the ITA;

(i) working mother child relief under section 39(2)(e) and in accordance with the
Fifth Schedule of the ITA;

(iii) deduction for CPF contributions by self-employed under section 39(2)(h) of the
ITA.

39 With the carry-back of qualifying deductions to offset against the assessable
income of the immediate preceding YA, the above-stated personal reliefs of the
immediate preceding YA will be adjusted accordingly, based on the revised earned
income of the individual for that YA (i.e. revised after taking into account the amount
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carried back to himself as well as any excess qualifying deductions transferred to
him'® by his spouse under the carry-back relief system). This is illustrated in Example
2B of Annex 7.

40 A diagram on the order of offset for individuals at a glance is provided in
Annex 8.

SPECIFIC CONDITION APPLICABLE TO PARTNERS OF AN LLP AND LIMITED
PARTNERS OF AN LP

(I) Restriction on qualifying deductions available for offset against income from
other sources

41 Currently, in the case of a partner of an LLP, the amount of his share of the
LLP’s CA and trade loss allowed against his income from other sources (referred to
hereafter as “relevant deduction”) for a YA, together with all of his relevant deduction
allowed in all past YAs (referred to hereafter as “past relevant deduction”) shall not
exceed his contributed capital17 as at the end of the basis period relating to that YA.
Such a restriction is known as “relevant deduction restriction”'”. Any amount of the
partner’s share of the LLP’s CA and trade loss which is in excess of his contributed
capital may be carried forward to a future YA for offset against his share of income
from the same LLP"®,

42 The relevant deduction restriction will also apply for the carry-back of
qualifying deductions. For a current YA in which an LLP partner has elected for carry-
back relief, the capital contribution of the LLP partner as at the end of the basis
period relating to that YA will be taken into account. This is because the carry-back
relates to qualifying deductions in respect of that YA and not in respect of the
immediate preceding YA. Annex 9 provides an example showing the offset and
restriction of CA and trade losses of partners of an LLP who have elected for carry-
back relief.

43 The above treatment similarly applies to the limited partners of an LP.

SPECIFIC EXCLUSIONS

Qualifying deductions in respect of income wholly exempt from tax

18 | this circular, the term “him” would not be confined to make reference to the male gender, but would also be
used to refer to the female gender, or to a company, or a body of persons, as the context requires.

Y For an explanation of what constitutes “contributed capital” and for more details of the relevant deduction
restriction”, please refer to IRAS Circular on “Income Tax Treatment of Limited Liability Partnerships (LLPs)”
issued on 15 July 2004 (revised on 16 July 2004), and IRAS Supplementary Circular on the same subject
issued on 10 June 2005.

18 Subject to the same business test and the shareholding test, if applicable.
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44 Qualifying deductions of a company whose income from its trade or activity is
wholly exempt from tax [for example, income derived from an activity of a pioneer
enterprise approved under section 5(2) of the Economic Expansion Incentives (Relief
from Income Tax) Act [EEIA] shall continue to be deducted only against such exempt
income of the company. Unabsorbed CA or unabsorbed trade loss in respect of such
trade or activity can be carried back if the company so desires, but can only be offset
against exempt income of such a trade or activity of the immediate preceding YA. In
other words, the carry-back of qualifying deductions of such a trade or activity would
not be allowed against other exempt or non-exempt income.

Qualifying deductions in respect of specific categories of activity or trade

45 Where there are rules restricting the deduction of current year CA and trade
losses of specific categories of activity or trade only against income from such activity
or trade, as well as rules restricting the carry-forward of such unabsorbed CA or
unabsorbed trade losses, the same restriction will apply under the carry-back relief
system. This means that the current year unabsorbed CA or unabsorbed trade losses
in respect of these specific categories of activity or trade can only be carried back for
deduction against his income from the same activity or trade, and not against his
other assessable income of the immediate preceding YA. They are also not available
for carry-back to his spouse for offset against the spouse’s assessable income of the
immediate preceding YA. These categories of activity or trade include:

(i) income from finance leases'® taxable under section 10D of the ITA; and

(i) income from business of hiring out motor cars taxable under section 10H of
the ITA.

Section 10E

46 A company or a trustee deriving income from the business of the making of
investments and subject to tax in accordance with section 10E of the ITA is currently
not allowed to carry forward its current year unabsorbed CA and unabsorbed trade
losses in respect of that business, i.e. such unabsorbed CA and unabsorbed trade
losses are to be disregarded. Such being the case, the company or the trustee is also
not allowed to avail himself of the carry-back relief in respect of his current year
unabsorbed CA and unabsorbed trade losses of that business.

Trade loss of eligible investors in approved start-up companies under the
Enterprise Investment Incentive?® (Ell) scheme

47 Currently, an eligible investor holding qualifying shares in the approved startup
under the Ell scheme may incur capital loss upon

(a) the sale of its qualifying shares; or

' entered into on or after 1st April 1990

“section 97V of the Economic Expansion Incentives (Relief from Income Tax) Act
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(b) the liquidation of the approved start-up companies under the Ell scheme.

48 Under the EIl scheme, the eligible investor is allowed to deduct such capital
loss in the same manner as a loss incurred from a trade or business carried on by the
eligible investor. However, as such loss is actually capital in nature, any unabsorbed
amount of such loss is not eligible for carry-back to offset against the person’s
assessable income of the immediate preceding YA.

PROCEDURE TO ELECT FOR CARRY-BACK RELIEF
Timeframe to elect for carry-back relief

49 To carry back qualifying deductions of any current YA to the immediate
preceding YA, a person must make an election within the timeframe as stipulated
below:

a) In the case of a non-individual (i.e. companies, bodies of persons, trustees and
executors), no later than the time of filing of its return of income for the current
YA; and

b) In the case of an individual, no later than 30 days from the date of service of
the notice of assessment for the current YA on him.

An election, once made by the person, is irrevocable.
Documents to be furnished in respect of an election for the carry-back relief

50 The types of documents to be submitted in respect of an election for the carry-
back relief varies from person to person, depending on whether the person is a
company, an individual, a body of persons, a trustee or an executor. It also depends
on when the person makes the election for the carry-back relief. For a person who
makes an election when he lodges his income tax return, the documents to be
submitted together with his income tax return are as set out in the table below:
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Type of Document Companies” Individuals who are Individuals who are Body of
sole-proprietors partners? Persons,
Qualify for audit Does not | Business | Business | Business | Business | Trustees
exemption® qualify for | turnover | turnover | turnover | turnover | of Trust
Chosen | Chosen audit is is less is is less and
tohave | notto | exemption | $500,000 than $500,000 than Executors
A/cs have or more | $500,000 | or more | $500,000 | of Estates
audited A/cs
audited

Completed and

S'g”eﬂ election No No No Yes Yes Yes Yes

form™ as

prescribed by CIT

Tax computation

for the immediate .

. NA, in respect of the

preceding YA . ]

- showing the Yes Yes Yes Yes No business carried on Yes

quantum of the through the

qualifying deductions partnership

carried back

Tax computation

for the current YA NA, in respect of the

- showing the ; ;

quantum of he Yes Yes Yes Yes No busae;zsu;r;f: on Yes

qualifying deductions .

carried back partnership

2 Including partners of partnerships/LLPs/LPs. For a company which is a partner of a partnership or an LLP/LP,
the requisite accounts listed under these columns refers to the accounts of the trade, business or profession
carried on through the company, and not the accounts of the trade, business, profession or vocation carried on
through the partnership/LLP/LP. This is so even if such a company makes an election to carry back any part of
its share of the loss of a trade, business, profession or vocation carried on through a partnership/LLP/LP.
However, such a company must, at the time of making such an election, ensure that the precedent partner of
the partnership/LLP/LP has already submitted to the Comptroller of Income Tax (“CIT”), the certified statement
of accounts and tax computation (if applicable) of the trade, business, profession or vocation carried on through
the partnership/LLP/LP. Failure to do so may render the election invalid.

22 For such individuals, they need not submit the requisite accounts and tax computation (if applicable) of the
trade, business, profession or vocation carried on through the partnership/LLP/LP. This is so even if such an
individual makes an election to carry back any part of his share of the loss of a trade, business, profession or
vocation carried on through a partnership/LLP. However, such an individual must, at the time of making such an
election, ensure that the precedent partner of the partnership/LLP/LP has already submitted to CIT, the certified
statement of accounts and tax computation (if applicable) of the trade, business, profession or vocation carried
on through the partnership/LLP/LP. Failure to do so may render the election invalid.

2Under the Companies Act, dormant companies and exempt private companies with annual revenue below the
prescribed threshold (currently set at $5 million) are not required to have their accounts audited for financial
year beginning on or after 1 June 2004.

** The election form as prescribed by CIT is available on IRAS website.
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Type of Document Companies® Individuals who are Individuals who are Body of
sole-proprietors partners®! Persons,
Qualify for audit Does not | Business | Business | Business | Business | lrustees
exemption® qualify for | turnover | turnover | turnover | turnover | Of Trust
Chosen | Chosen audit is is less is is less and
tohave | notto | €xemption | $500,000 than $500,000 than Executors
Afcs have ormore | $500,000 | or more | $500,000 | Of Estates
audited A/cs
audited
Accounts for the NA except
basis period NA, in respect of the | for the
relating to the 25 - business carried on | categories
Y NA Y NA NA
current YA: es es through the stated in
a) Audited partnership the
accounts footnote?®
b) unaudited NA, in respect of the
accounts”’ NA Ves NA NA No business carried on NA
through the
partnership
c) Certified No, NA, in respect of the
Statement of NA NA NA Ves unless business carried on Yes
Accounts requested through the
by CIT partnership

51 For an election for the carry-back relief made prior to a person’s filing of his
income tax return for the relevant current YA, the submission requirements are as

follows:

a) A company

(i) Completed and signed election form as prescribed by CIT (which will be
released on IRAS website in due course);

% In the case of a company in liquidation, certified statement of accounts may be submitted if audited accounts
cannot be provided.

%6 Audited accounts have to be submitted by the following categories of body of persons:
a) Societies registered under the Societies Act, with gross income or expenditure exceeding $500,000 in the
basis period relating to the current YA; and

b) Management Corporations registered under the Building Maintenance and Strata Management Act 2004,
unless specifically exempted under this Act

27 Unaudited accounts must be prepared in accordance with the Companies Act. The submission of the unaudited
accounts must be accompanied by the notes to the accounts, the Directors’ report and the Statement by

Directors.
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(i) A set of accounts®® showing the loss in respect of the trade, business or
profession carried on through the company (if the carry-back is in respect of
such losses); and

(i) A tax computation® of the current YA and of the immediate preceding YA
showing the amount of qualifying deductions to be carried back (including the
share of loss from a partnership/LLP/LP if the company is a partner, if
applicable).

b) An individual

(i) Completed and signed election form as prescribed by CIT (which will be
released on IRAS website in due course);

(i) For a sole-proprietor whose business turnover is $500,000 or more, a set of
accounts® of the sole-proprietorship business showing losses incurred, and a
tax computation31 of the sole-proprietor for the current YA and the immediate
preceding YA, showing the amount of qualifying deductions to be carried back
(including the share of CA/loss from a partnership/LLP/LP if the individual is
also a partner);

(iii) For a sole-proprietor whose business turnover is less than $500,000, an
indication to CIT in the election form of the amount of qualifying deductions to
be carried back (including the share of CA/loss from a partnership/LLP/LP if
the individual is also a partner);

(iv) For an individual who is only a partner of a partnership/LLP electing to carry
back his share of the partnership/LLP/LP CA/loss, an indication to CIT in the
election form of his share of the qualifying deductions to be carried back.

c) A body of persons, Trustee, Executor

(i) Completed and signed election form as prescribed by CIT (which will be
released on IRAS website in due course);

(i) A set of accounts® showing the loss in respect of its trade or business;

*® The accounts should be the finalised set of accounts, but if it is not ready at the time of making the election for
the carry-back relief, a provisional set of accounts may be submitted instead.

 The tax computation should be the finalised tax computation, but if it is not ready at the time of making the
election for the carry-back relief, a provisional tax computation may be submitted instead.

**The accounts should be the finalised set of accounts, but if it is not ready at the time of making the election for
the carry-back relief, a provisional set of accounts may be submitted instead.

*' The tax computation should be the finalised tax computation, but if it is not ready at the time of making the
election for the carry-back relief, a provisional tax computation may be submitted instead.
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(iii) A tax computation®® showing the amount of qualifying deductions to be carried
back;

(iv) For a body of persons, a trustee or an executor who is only a partner of a
partnership/LLP/LP electing to carry back his share of the partnership/LLP/LP
CAlJloss, an indication to CIT in the election form of the amount of his share of
the qualifying deductions to be carried back.

For an election to carry back a share of CA/loss from a partnership/LLP/LP, the
partner must, at the time of making such an election, ensure that the precedent
partner of the partnership/LLP/LP has already submitted to CIT, the certified
statement of accounts and tax computation (if applicable) of the trade, business,
profession or vocation carried on through the partnership/LLP/LP. The claim for carry-
back relief will be processed only if the precedent partner has submitted the requisite
information to enable the quantum of qualifying deductions to be carried back. The
precedent partner may submit a set of provisional accounts and tax computation if
the certified accounts and tax computation are not finalised when the partner makes
the election. Failure to do so by the precedent partner may render the election invalid.

52 Where an individual makes an election for the carry-back relief after he has
lodged his income tax return for the relevant current YA (but no later than 30 days
from the date of service of the notice of assessment for the current YA on him), he
need only to submit the completed and signed election form as prescribed by CIT.

Documents to be furnished in respect of an election made by an individual to
transfer excess qualifying deductions to his spouse

53 Where an individual’s assessable income in the immediate preceding YA is
less than his qualifying deductions (i.e. he has excess qualifying deductions), in
addition to electing for carry-back to offset against his own assessable income, he
may (with his spouse’s consent) also elect to transfer his excess qualifying
deductions to his spouse. In such a case, both the individual and his spouse should
complete and sign the election form prescribed by CIT and submit it to CIT not later
than 30 days from the date of service of the notice of assessment on the individual or
his spouse, whichever is the later.

TIMING OF TAX REFUND FOLLOWING REQUEST FOR CARRY-BACK RELIEF

54 Upon election to carry back the qualifying deductions of any person to offset
against his assessable income of the immediate preceding YA, CIT will take into

32 The accounts should be the finalised set of accounts, but if it is not ready at the time of making the election for
the carry-back relief, a provisional set of accounts may be submitted instead.

** The tax computation should be the finalised tax computation, but if it is not ready at the time of making the
election for the carry-back relief, a provisional tax computation may be submitted instead.
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account the carry-back relief when re-assessing the tax of the person for the
immediate preceding YA.

55 Where all the requisite information to ascertain the quantum of the qualifying
deductions of any person to be carried back as mentioned in paragraph 48 to 51
have been furnished by that person (and his spouse, if applicable) at the time the
election for carry-back is made, the tax to be refunded* from allowing the carry-back
relief against the assessable income of that person (and of his spouse, if applicable)
of the immediate preceding YA is expected to be made to him (and to his spouse if
applicable) within 3 months from the date the election is made by him (and his
spouse, if applicable).

TIME LIMIT FOR CIT TO RAISE ADDITIONAL ASSESSMENTS

56 In the event that CIT discovers that the quantum of qualifying deductions
allowed for offset against the assessable income of any immediate preceding YA was
excessive, he would make an assessment on the amount which should rightly be
charged to tax and such an assessment may be raised within 7 years after the
expiration of that YA. For example, a person has carried back his trade loss of
$100,000 for YA 2006 to be offset against his assessable income for YA 2005, and
the quantum of trade loss is subsequently reduced to $70,000, CIT may revise the
assessment for YA 2006 (to reduce the quantum of the loss) as well as raise an
additional assessment for YA 2005 (in respect of $30,000 over allowed) by 31 Dec
2012.

ENQUIRIES

57 For enquiries or clarification on this circular, please contact the following
telephone numbers:

1800-3568611 (Individual Income Tax)
1800-3568622 (Corporate Income Tax)
6351-3883 (Taxation of Body of Persons)

6351-3363 (Taxation of Trust/Estate)

Inland Revenue Authority of Singapore

** If there is any tax owing for the other tax types (e.g. property tax), the amount of tax to be refunded would be
after netting off the other outstanding tax liabilities.
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ANNEX 1
ILLUSTRATION OF HOW THE QUANTUM OF QUALIFYING DEDUCTIONS
TO BE CARRIED BACK IS DETERMINED

ABC Pte Ltd has unabsorbed CA and loss for YA 2006 and has claimed for
carry-back relief

ABC Pte Ltd has normal chargeable income, donation and investment
allowance for YA 2005
ABC Pte Ltd's accounting year end is 31 Dec.

[Assumption: The same business test and the shareholding test are
satisfied. YA 2005 and 2006 are not ABC Pte Ltd’s first 3 YAs.]

Tax Computations of ABC Pte Ltd for YAs 2005 and 2006

YA 2006
$ $

Trade
Adjusted profit before CA 0
Less : Current CA (35,000) (35,000)
Other income
Rental 24,000

(11,000)
Less: CA carried back to YA 2005 11,000
Unabsorbed CA for YA 2006 c/f NIL
Current year adjusted trade loss (70,000)
Less: Loss carried back to YA 2005 70,000
Unabsorbed loss for y/e 31.12.2005 c/f NIL
Unutilised investment allowance for YA 2006 c/f (Note 1) (25,000)
Chargeable income NIL
Tax thereon NIL
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ANNEX 1 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
(before carry-back is allowed) (with carry-back allowed)
$ $ $ $
Trade
Adjusted profit before CA 220,000 220,000
Less : Current CA 40,000 180,000 40,000 180,000
Other income
Rental 30,000 30,000
210,000 210,000
Less: Donation - $1,000 (Note 2) (2,000) (2,000)
Investment allowance (40,000) (40,000)
168,000 168,000
Less: CA carried back from YA 2006 (11,000)

Loss carried back from YA 2006 (70,000) (81,000)
Chargeable income (before deducting exempt amount) 168,000 87,000
Less: Exempt amount (Note 3) (52,500) (46,000)
Chargeable income (after deducting exempt amount) 115,500 41,000
Tax thereon 23,100.00 8,200.00
Less: Tax previously assessed (23,100.00)
Tax repayable (14,900.00)

Note 1 - Investment allowance is not eligible for carry-back.
Note 2 - Donation made qualifies for double tax deduction under section 37(3) of ITA.

Note 3 - Computation of exempt amount for normal chargeable income, excluding Singapore dividend:

On the first $10,000, 75% of the income 7,500 7,500
On the next $90,000, 50% of the income 45,000

On the next $77,000, 50% of the income 38,500
Total exempt amount 52,500 46,000
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ANNEX 2
ILLUSTRATION OF THE MANNER OF CARRY-BACK OF QUALIFYING
DEDUCTIONS AND THE ORDER OF OFFSET WHERE THERE IS MORE THAN
ONE TRADE

EXAMPLE 1

Mr Guan is a sole-proprietor of business X & Y, and a partner of partnership Z.
Mr Guan has unabsorbed CA and loss for YA 2006 and has claimed for carry-
back relief, but not the unabsorbed full CA is carried back.

He wished to claim wife and child relief.
The accounting year end of his sole proprietorship business and the
partnership is 31 Dec.

Tax Computations of Mr Guan for YAs 2005 and 2006

YA 2006
$ $

Trade
Sole-proprietorship business X - Adjusted profit before CA 0
Less : Current CA (80,000) (80,000)
Sole-proprietorship business Y - Adjusted profit before CA 50,000
Less : Current CA (70,000) (20,000)
Partnership business Z - Share of adjusted profit before CA 0
Less : Share of current CA (60,000) (60,000)

(160,000)
Other Income
Employment 24,000
Rental 12,000

(124,000)
Less: CA carried back to YA 2005 (Note 1) 100,000
Unabsorbed CA for YA 2006 c/f (Note 2) (24,000)
Sole-proprietorship business X - Current year adjusted loss (60,000)
Partnership business Z - Share of current year adjusted loss (35,000)
Unabsorbed loss for y/e 31.12.2005 c/f (95,000)
Chargeable Income NIL

Tax thereon NIL




ANNEX 2 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
(before carry-back _is
allowed) (with carry-back allowed)
$ $ $ $
Trade
Sole-proprietorship biz X - Adjusted profit before CA 80,000 80,000
Less: Current CA (35,000) 45,000 (35,000) 45,000
Sole-proprietorship business income - Adjusted profit before CA 95,000 95,000
Less: Unabsorbed CA for YA 2004 b/f (20,000) (20,000)
Current CA (25,000) 50,000 (25,000) 50,000
Partnership business Z - Share of adjusted profit before CA 0 0
Less: Share of current CA (12,000) (12,000) (12,000) (12,000)
83,000 83,000
Partnership business Z - Share of adjusted loss (6,000) (6,000)
77,000 77,000
Other income
Employment 40,000 40,000
Rental 18,000 18,000
135,000 135,000
Less: CA carried back from YA 2006 (100,000)
Assessable income 135,000 35,000
Less: Personal reliefs
- Earned Income 1,000 1,000
- Wife 2,000 2,000
- Child 2,000 2,000
- CPF 8,000 13,000 8,000 13,000
Chargeable income 122,000 22,000
Tax thereon ~10,900.00 80.00
Less: Tax previously assessed 10,900.00
Tax repayable (10,820.00)
Note 1 - Computation of amount of CA to be carried back from each trade on a proportionate basis:
Sole-proprietorship business X: 100,000 x °%9% 160,000 = 50,000
Sole-proprietorship business Y: 100,000 x 20,000 /160,000 = 12,500 } Total = $100,000
Partnership business Z: 100,000 x 60’000/ 160,000 = 37,500
Note 2 - Computation of amount of CA to be carried forward from each trade on a proportionate basis:
Sole-proprietorship business X: 24,000 x 22099 160,000 = 12,000
Sole-proprietorship business Y: 24,000 x 20,000 /160,000 = 3,000 } Total = $24,000
Partnership business Z: 24,000 x 60,000 / 160,000 = 9,000
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ANNEX 2 (CONTINUED)
ILLUSTRATION OF THE MANNER OF CARRY-BACK OF QUALIFYING DEDUCTIONS
AND THE ORDER OF OFFSET WHERE THERE IS MORE THAN ONE OTHER
SOURCE OF INCOME

EXAMPLE 2
DEF Pte Ltd has unabsorbed CA and loss for YA 2006 and has claimed carry-back
relief.

DEF Pte Ltd has normal chargeable income, including Singapore franked dividend
and rental, for YA 2005
DEF Pte Ltd's accounting year end is 31 Dec.

[Assumption: The same business test and the shareholding test are satisfied. YAs
2005 and 2006 are not DEF Pte Ltd's first 3 YAs.

Tax Computations of DEF Pte Ltd for YAs 2005 and 2006

YA 2006
$ $

Trade
Adjusted profit before CA 0
Less : Current CA (50,000) (50,000)
Other Income
Gross Singapore franked dividend [net of allowable expense of $400] 9,600
Rental 20,000

(20,400)
Less: CA carried back to YA 2005 20,400
Unabsorbed CA for YA 2006 c/f NIL
Current year adjusted loss (120,000)
Less: Loss carried back to YA 2005 (Note 1) 79,600
Unabsorbed loss for y/e 31.12.2005 c/f (40,400)
Chargeable Income NIL
Tax thereon NIL
Less: Tax deducted at source ($10,000 x 20%) 2,000.00
Net Tax repayable (2,000.00)
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ANNEX 2 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
(before carry-back is allowed) (with carry-back allowed)
Trade $ $ $ $
Adjusted profit before CA 140,000 140,000
Less : Current CA (45,000) 95,000 (45,000) 95,000
Other income
Gross franked dividend (Singapore) 28,500 28,500
[net of allowable expenses of $1,500]
Rental 35,000 35,000
158,500 158,500
Less: CA carried back from YA 2006 (Note 2) (20,400)

Loss carried back from YA 2006 (Note 2) (79,600) (100,000)
Chargeable income (before deducting exempt amount) 158,500 58,500
Less: Exempt amount (Note 3) (52,500) (18,622)
Chargeable income (after deducting exempt amount) 106,000 39,878
Tax thereon 23,100.00 8,200.00 21,200.00 7,975.60
Less: Tax deducted at source ($30,000 x20%) 6,000.00 6,000.00
Net Tax Payable 15,200.00 1,975.00
Less: Tax previously assessed (15,200.00)
Tax repayable (13,224.40)

Note 1 - Loss to be carried back = $100,000 less CA carried back of $20,400 = $79,600.

Note 2 -

Based on the order of offset, the CA carried back of $20,400 will be offset against the trade income of
$95,000 first, followed by the loss carried back of $79,600. The balance of loss carried back of $5,000
[i.e.$79,600 - (95,000-20,400)] will be offset proportionately between dividend and rental income.

Note 3 - Computation of exempt amount for normal chargeable income, excluding Singapore dividend:

On the first $10,000, 75% of the income 7,500 7,500

On the next $90,000, 50% of the income 45,000

On the next $22,244, 50% of the income 11,122
[$32,244 (Note 4) - $10,000]

Total exempt amount 52,500 18,622

Note 4 - The amount of $32,244 is computed as follows:

(a) Total Singapore dividend and rental income
28,500 + 35,000 = $63,500
(b) Amount of loss carried back to be apportioned to dividend and rental = $5,000 (see note 2)
(c) Amount in gb) attributable to Singapore dividend
$5,000 x *2%°00 1 gea 500 = $2,244
(d) Singapore dividend net of loss carried back
$28,500 - $2,244 = $26,256
(e) Normal chargeable income excluding net Singapore dividend
$58,500 - $26,256 = $32,244
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ANNEX 3
ILLUSTRATION OF HOW THE QUANTUM OF QUALIFYING
DEDUCTIONS IS DETERMINED FOR A COMPANY DERIVING INCOME
SUBJECT TO TAX AT A CONCESSIONARY RATE

GHI Pte Ltd has trade loss from its trade which was granted
concessionary rate of tax of 10% for YA 2006 and has claimed for carry-
back relief.

GHI Pte Ltd 's accounting year-end is 31 Dec.

[Assumption :The same business test and the shareholding test are
satisfied. YA 2005 and 2006 are not GHI Pte Ltd's first 3 YAs.]

Tax Computations of GHI Pte Ltd for YAs 2005 and 2006

YA 2006
Concessionary Normal
income Income
(taxed at 10%) (ta;:;;:)at
$ $
Trade
Adjusted Profit before CA 0 0
Less: Current CA (20,000) (15,000)
(20,000) (15,000)
Less: CA carried back to YA 2005 20,000 15,000
Unabsorbed CA for YA 2006 c/f NIL NIL
Current year adjusted trade loss (180,000) (70,000)
Less: Loss carried back to YA 2005 (Note 1) 84,375 32,813
Unabsorbed loss for y/e 31.12.2005 c/f (95,625) (37,187)
Chargeable Income NIL

Tax thereon NIL



ANNEX 3 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
(before carry-back is allowed) (with carry-back allowed)
Concessionary Normal Concessionary Normal
iIncome iIncome
income (10%) (20%) income (10%) (20%)
Trade $ $ $ $
Adjusted Profit before CA 240,000 170,000 240,000 170,000
Less: Current CA (30,000) (25,000) (30,000) (25,000)
210,000 145,000 210,000 145,000
Less: CA carried back from YA 2006 (20,000) (15,000)
210,000 145,000 190,000 130,000
Less: Loss carried back from YA 2006 (84,375) (32,813)
Chargeable Income (before exempt amount) 210,000 145,000 105,625 97,187
Less:  exempt amount (Note 2 and 3) 0 (52,500) 0 (51,094)
Chargeable Income (after exempt amount) 210,000 92,500 105,625 46,093
Tax at 10% 21,000.00 10,562.50
Tax at 20% 18,500.00 9,218.60
39,500.00 19,781.10
Less: Tax previously assessed (39,500.00)
Tax to be Discharged (19,718.90)
(a) Amount of CA carried back under 10% rate = $ 20,000 (which is equivalent to 20,000 x 10/20 =$10,000 @
Note 1 20%)
(b) Total CA carried back = $15,000 + $10,000 [i.e. amount in (a)] = $25,000
(c ) Amount of loss that can be carried back =$100,000 -(b) = $75,000
(d) Total amount of adjusted loss available for carry-back = $180,000 X1O/20 (@10%) +$70,000 (@20%)
=$160,000
(e) Amount of loss to be carried back [i.e. amount in (c )] apportioned as follows:
Under 10%  (*®%% /160000 x 75,000 x 2% 10) = $ 84,375
Under 20% ("% / 160000 X 75,000 ) = $32,813
Note 2 Nil as the partial tax exemption is not applicable to concessionary income.
Note 3  Computation of exempt amount for normal chargeable income: excluding Singapore dividend:

on the first $10,000, 75% of the income 7,500 7,500
on the next $90,000, 50% of the income 45,000

On the next 87,187, 50% of the income 43,594
Total exempt amount 52,500 51,094
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ANNEX 4
ILLUSTRATION OF THE MANNER OF CARRY-BACK OF QUALIFYING DEDUCTIONS AND
THE ORDER OF OFFSET WHERE THERE IS MORE THAN ONE TRADE (BEING SUBJECT
TO TAX AT A DIFFERENT TAX RATE)

EXAMPLE 1

JKL Pte Ltd has income/loss from 2 or more tax rate categories, and has claimed for
carry-back relief in respect of unabsorbed CA and loss for YA 2006. A new trade (Trade
A) with income subject to tax at concessionary rate of 5% commenced only in YA 2006.

JKL Pte Ltd 's accounting year-end is 31 Dec.

[Assumption: The same business test and the shareholding test are satisfied. YA 2005
and 2006 are not JKL Pte Ltd's first 3 YAs.]

Tax Computations of JKL Pte Ltd for YAs 2005 and 2006

YA 2006
Trade A
Concessionary Concessionary Normal
income income Income
(taxed at 5%) (taxed at 10%) taz):)i;:)_at
$ $ $
Trade
Trade Profit before CA 0 40,000 0
Less: Current CA (90,000) (50,000) (45,000)
(90,000) (10,000) (45,000)
Other income
Interest - - 5,000
Rental - - 20,000
(90,000) (10,000) (20,000)
Less: CA carried back to YA 2005 (Note 1) 0 10,000 20,000
Unabsorbed CA for YA 2006 c/f (90,000) NIL NIL
Current year adjusted trade loss (560,000) (35,000)
Less: Loss carry back to YA 2005 (Note 2)
(1490907 - 500 X 75000 x 2/s) 240,000
(35’000 1175,000 X 75,000) 15,000
Unabsorbed loss for y/e 31.12.2005 c/f (320,000) 0 (20,000)
Chargeable Income NIL
Tax thereon NIL
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Trade

Adjuste
Less:

d Profit before CA
Current CA

Other Income

Interest
Rental

Less:

Less:

Chargeable Income (before exempt amount)

Less:

Chargeable Income (after exempt amount)

Tax at
Tax at

CA carried back from YA
2006

ANNEX 4 (CONTINUED)
YA 2005

Revised Assessment
(with carry-back allowed)

Original Assessment
(before carry-back is allowed)

Loss carried back from YA 2006 (Note 3)

(49,230 x %/40)
(190,770 x °/5) + 15,000

exempt amount (Note 4 and 5)

10%
20%

Less: Tax previously assessed
Tax to be Discharged

Note 1

Note 2

Note 3

Note 4

Note 5

Concessionary Normal Concessionary Normal

income (10%) income (20%) income (10%) income (20%)

$ $ $ $
150,000 135,000 150,000 135,000
(60,000) (15,000) (60,000) (15,000)
90,000 120,000 90,000 120,000
0 15,000 0 15,000
0 40,000 0 40,000
90,000 175,000 90,000 175,000
(10,000) (20,000)
90,000 175,000 80,000 155,000

(24,615)

(62,693)
90,000 175,000 55,385 92,307
0 (52,500) 0 (48,654)
90,000 122,500 55,385 43,653
9,000.00 5,538.50
24,500.00 8,730.60
33,500.00 14,269.10
(33,500.00)
(19,230.90)

CA in respect of Trade A is not eligible for carry back as JKL Pte Ltd is not carrying on Trade A during the basis period for
YA 2005 (i.e. the same business test is not satisfied).

Computation of amount of loss to be carried back:
Amount of CA carried back under 10% rate =10,000 (which is equivalent to 10,000 x 10/20 = 5,000 @ 20%)

Total CA carried back = $5,000 + $20,000 = $25,000
Amount of loss that can be carried back =$100,000 - $25,000 = $75,000

Adjusted assessable income available to offset the loss carry-back = 80,000 x 10/20 +155,000 = $195,000
Loss of $240,000 (@ 5%) carried back from YA 2006 to be apportioned to income under 10% ($80,000) and 20%

($155,000) as follows:

- under 10% tax rate category: 40,000/195,000 x 240,000 =
- under 20% tax rate category: 155,000/195,000 x 240,000 =

49,230
190,770

Nil as the partial tax exemption is not applicable to concessionary income.

Computation of exempt amount for normal chargeable income: excluding Singapore dividend:

on the first $10,000, 75% of the income
on the next $90,000, 50% of the income
on the next $82,307, 50% of the income
Total exempt amount

7,500 7,500
45,000

41,154

52,500 48,654
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ANNEX 4 (CONTINUED)
ILLUSTRATION OF THE MANNER OF CARRY-BACK OF QUALIFYING
DEDUCTIONS AND THE ORDER OF OFFSET WHERE THERE IS ONE INCOME
SUBJECT TO TAX AT A DIFFERENT TAX RATE AND ONE OTHER SOURCE OF
INCOME

EXAMPLE 2

MNO Pte Ltd has normal chargeable income (including foreign dividend from a
country with headline tax rate of less than 15%) and tax loss from its trade that
was granted concessionary tax rate of 10% for YA 2006, and has claimed for
carry-back relief.

MNO Pte Ltd 's accounting year-end is 31 Dec.

[Assumption: The same business test and the shareholding test are satisfied.
YA 2005 and 2006 are not MNO Pte Ltd's first 3 YAs.]

Tax Computations of MNO Pte Ltd for YAs 2005 and 2006

YA 2006
Con_cessionary Normal Income
iIncome
(taxed at 10%) (taxed at 20%)
$ $
Trade
Trade Profit before CA 0 60,000
Less: Current CA (50,000) (15,000)
(50,000) 45,000
Other income
Net foreign dividend [net of tax at 10% of $1,000] 0 9,000
Rental 0 20,000
(50,000) 74,000
Less: S37B offset for CA (50,000 x '%/5) 50,000 (25,000)
Unabsorbed CA for YA 2006 c/f 0
49,000
Current year adjusted trade loss (1,000,000) 0
(1,000,000) 49,000
Less: S37B offset for loss (49,000 x'%5) 98,000 (49,000)
(902,000) 0
Loss carried back to YA 2005
Less: (100,000 x %/4) 200,000 0
Unabsorbed loss for y/e 31.12.2005 c/f (702,000) 0
Chargeable Income NIL
Tax thereon NIL
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ANNEX 4 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
(before carry-back is allowed) (with carry-back allowed)
Concessionary Normal Concessionary Normal
iIncome iIncome
income (10%) (20%) income (10%) (20%)
Trade $ $ $ $
Adjusted Profit before CA 100,000 72,000 100,000 72,000
Less: Current CA (40,000) (25,000) (40,000) (25,000)
60,000 47,000 60,000 47,000
Other Income
Gross foreign dividend [tax on div at 10%)] 0 20,000 0 20,000
Rental 0 35,000 0 35,000
60,000 102,000 60,000 102,000
Less: Loss carried back from YA 2006 (200,000) 0
60,000 102,000 (140,000) 102,000
Less: S37B offset (140,000 X %) 140,000 (70,000)
Chargeable Income (before exempt amount) 60,000 102,000 0 32,000
Less:  exempt amount (Note 1 and 2) 0 (52,500) 0 (18,500)
Chargeable Income (after exempt amount) 60,000 49,500 0 13,500
Tax at 10% 6,000.00 0.00
Tax at 20% 9,900.00 2,700.00
15,900.00 2,700.00
Less: Foreign tax relief (Note 3) (2,000.00) (981.79)
Net Tax Payable 13,900.00 1,718.21
Less: Tax previously assessed (13,900.00)
Tax to be Discharged (12,181.79)
Note 1 Nil as the partial tax exemption is not applicable to concessionary income.
Note 2  Computation of exempt amount for normal chargeable income: excluding Singapore dividend:
on the first $10,000, 75% of the income 7,500 7,500
on the next $90,000, 50% of the income 45,000
on the next $22,000, 50% of the income 11,000
Total exempt amount 52,500 18,500
Note 3  Computation of foreign tax relief:

(a) Based on the order of offset, the loss carried back of $200,000 (@10% will be offset against the same trade income (i.e.
$60,000 @10%) first, followed by other trade income (ie. $47,000 @20%). The balance of loss carried back of $23,000 [i.e.
$70,000 - $47,000] will be offset proportionately between foreign dividend ($20,000) and rental income ($35,000).
(b ) Loss of $23,000 attributable to:

- foreign dividend : $23,000 x /55,000 = $8,364

-rental income  : $23,000 x ****/g5.000 = $14,636
(c ) Foreign dividend net of loss carried back

$20,000 -$8,364 = $11,636
(d) Rental income net of loss carried back

$35,000 -$14,636 = $20,364
(e) Foreign tax relief = lower of 10% of $20,000 (i.e. $2,000) or

11,636 x 13,500 x 20% = $981.79
11,636 +20,364

20,000
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ANNEX 5

ILLUSTRATION OF HOW CARRY-BACK RELIEF IS EFFECTED WHERE TRANSFER
UNDER GROUP RELIEF SYSTEM IS MADE

- POR Pte Ltd has unabsorbed CA and loss for YA 2006 and has elected to transfer its
loss items to its related company, STU Pte Ltd, whose assessable income for YA 2006 is
§30,000.

- PQR Pte Ltd has also elected for carry-back relief. For its YA 2005 assessment, PQOR
Pte Ltd has qualified to claim current year unabsorbed CA of $15,000 from its related
company, VWX Pte Ltd.

- PQR Pte Ltd's accounting year end is 31 Dec.
[Assumption: The same business test and the shareholding test, as well as all

conditions stipulated under S37C, are satisfied. YAs 2005 and 2006 are not PQR Pte
Lid's first 3 YAs.]

Tax Computations of PQR Pte Ltd for YAs 2005 and 2006

YA 2006
5 B

Trade
Ad) profit hefore CA 0
Less . Current CA (20,000} (80,000}
Other income
Interest 25,000
Rental 10,000

(45,000)
Less: Current CA transferred fo STU Pte Ltd 30,000

(15,000)
Less: CA camed back to YA 2005 15,000
Unabsorbed CA for YA 2006 of MIL
Current year adjusted trade loss (160,000
Less: Loss camied back to YA 2005 (100,000 - 15,000) 85,000
Linabsorbed loss for ywe 31.12.2005 off (75,000
Chargeable income MIL

Tax thereon MIL

32



ANNEX 5 (CONTINUED)

YA 2005

Criginal Assessment

{before carry-back is allowed)

Revised Assessment
{with carry-back allowed)

3
Trade
Adj profit before CA 240,000
Less: Current CA (25,000}
Other income
nigrest
Renta
Less: Current year CA fransferred from WYWA Ple Lid

Less: CA& carried back from Y4 2006
Lose caried back from YA 2008
Chargeable income (before deducting exempt amount)
Less: Exempt amount (Nate 1)
Chargeable income (after deducting exempt amount)

Tax therson

Less: Tax previously assezsed
Tax repayable

3 s 3

240,000

185,000 (55,000) 185,000

38,000 36,000

25000 25,000

248,000 246,000

(15,000} {15,000)

231,000 231,000
{15,000)

(85,000) {100,000)

231,000 131,000

(52,500) (52.500)

178,500 78,500

35,700.00 15,700.00

35,700.00

{20,000.00)

Note 1 - Computation of sxempt amount for normal chargsable income, excluding Singapare dividend:

O the first 310,000, 75% of the incoms
On the next 390 000, 30% of the incoms
Total exempt amaount

7,500
45,000
52,500
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DIAGRAM SHOWING ORDER OF SET-OFF FOR COMPAMIES AT A GLANCE

ANMNEX &

| COMPANY XYZ | Company A
Immediate preceding YA Current YA Current YA
Ad) profit— rade 1 Al A profit — frade 1 2i5 Ad) profit— trade 1 2K
Less unabsorbed CA B (BB} Less CA for current year ZHl  (Z1) Less unaosorbed CA b (2]
Cc A
Le=s CA for cument year oDy (EE} Adj profit -trade 2 Zl Less CA for current year Bl (YT
. Lees: OA for current year [ZES ZL ]
Adj profit trade 2 FF [ZH Agd] profit -frade 2 YD
Less: CA for current year GE HH Rertal income | S Le=s: CA for current year 0El YE
II Interest ncome 20 ZF . Y&
Less: Unabsorbed loss — frade 2 bif mie i2) Less: Uinabsorbed loss — trade 2 b YH
KK Less Amt fransfered o Group Co YL
Adjusted loss — rade 3 iLLi under section TG 2R Adjusied loss —irade 2 o
RN [£A) (K]
Rental moome g Amt carmed back under section 37E ] Fental income TL
Interest mcome oo PR nabsorbed CA of BIL Interest income il il
[T K]
Less Unudilised donation bif (RH] Less Unabsorbed donation bf [Pl
55 Wil
Less cument year donaticn (TT} Cument year irade loss — Trade 3 (£T) Less current year donaton (YR
|+ Less: Amt camied back under section 37E ZE i
Less Amt fransfemad from Group Co Unabzorbed current year loss of { FL] HH,ES Arrt transferred from Group Co
undier section 375 urigder section 370
- A fransfemsd W - CA fransfemed LZR)
- Loss transferred (W Unabsorbed current year donation of 2 Chargeable incoms NIL
- Conation trarsfemed {200 ]
Less Amit camied back under secion 3TE Unwzifsed invesiment alloaancs cof iy
- CA (Mote 1) Zh
- Loss (Mobe 1) | (ZC]
Cl before exempt armt under S23(8) or (B2) 20 Chargeabde income HIL
Less Exempt am?: under S4308) or [E4) ZE
Chargeable income IF

Note1
The Total amount of CA and Losses to be carried
back must not exceed $100,000.




ILLUSTRATION OF HOW CARRY-BACK RELIEF

ANNEX 7

IS EFFECTED FOR AN

INDIVIDUAL AND HIS SPOUSE WHERE TRANSFER UNDER SECTION 37D IS

MADE

EXAMPLE 1A

Mr Tan has only 1 source of trade income from his sole-proprietorship. He also derived

employment and rental income for YA 2006.

Mr Tan has unabsorbed CA and loss for YA 2006 from his sole-proprietorship business.

His sole-proprietorship business accounting year end is 31 Dec.

He wished to claim qualifying child relief in respect of his only child.
Mr Tan has elected to claim for his unabsorbed CA to be transferred to his wife, Mrs Tan

and the balance for carry-back to his YA 2005 assessment.

Tax Computations of Mr Tan for YAs 2005 and 2006

Trade
Sole-propretarship business - Adjusted profit before CA
Less: Currant C4

Diher incoms
cmployment

Rantal

Less: CA transferred 1o Mrs Tan (8370
Unahsorbed CA for Y4 2006 of

Sole-proprietorship business - Current year adjusted frade loss
Less: Loss fransferrad to Mrs Tan (s370)

Less: Loss carried back to Y4 2005 (Mofe 1)
Unahsorbed loss for we 31.12.2005 of

Chargeable income

Tax theraon

YA 2006
5 3
0
(55.000) (55,000)
24,000
12,000
(19,000)
19,000
NIL
{154,000)
9,000

(145,000)
100,000
(45,000)
NIL

MIL
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ANNEX 7 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
{before carry-back is allowed) {with carry=back allowed)
5 3 3 3
Trade
Sole-proprietorship biz - Adj profit before CA 77,000 77,000
Less: Current CA {35,000 42 D00 (35,000} 42 000
Other income
Employment 40,000 40,000
Rental 21,000 21,000
103,000 103,000

Less: Loss cammied back from A 2006 (Nofe 1) - {100, (N1
Agsessable income 103,000 3,000
Less: Personal relisfs

- Earmed income (Mofs 2) 1,000 1,000

- Child 2,000 2,000

-CPF 2,000 11,000 8,000 11,000
Chargeable income 92 000 [+l
Tax thereon 6,400.00 0.00
Less: Tax previously asssssed 6, 400.00

Tax repayabls

Note 1 - As Mr Tan has elected for carry-back refef, the full amount of 100,000 must be cammed back
notwithstanding that ke has §11,000 personal refiefs fo set off against his assessable income of

F103,000.

Note 2 -

Computafion of earned income relisf

fa)

()

i

()

Based on the order of sef-off, the loss carried back of $100,000 will be set-off against frade incame of

42 000 first. The balance of loss carned back of $38,000 [ie. §700,000 - 5§42 000] wil be sef-off
praporfionately betwesn employment (340,000 and rental income ($27,000).

Loss of 555 000 atfributabls fo employment incoms:
558,000 x5 ¢ oot oo = 338,033
Employment ncome nef of loss caried back
B0, 000 - 338 033 = 31,967
Earned income relief is lower of acfual eamed income (51,857) or $1.000

36



ANNEX 7 (CONTINUED)

EXAMPLE 1B

Mrs Tan derived employment and rental income and wished to claim working mother child relief
(WMCR) in respect of her only child.

Mrs Tan has elected to claim for Mr Tan's unabsorbed CA of $19,000 and loss of $9,000 to be set
off against her assessable income for the YA 2006.

Tax Computation of Mrs Tan for YA 2006

YA 2006
Original Assessment Revised Assessment
{hefore 5370 claim is allowed) {with s37D claim allowed)
5 5 5 g
Employment 25,000 26000
Rental 3,000 3,000
28,000 28,000
Less: CA transferred from Mr Tan 15,000
Loss transferred from Mr Tan 5000 28,000
Assessable income 28,000 Mil
Less: Personal reliefs
- Eamead income {Note 1) 1,000 0
- WMCR (Note 2) 1,250 a
- CPF 5.000 7,250 5,000 5,000
Chargeable income 20,750 Mil
Tax therson 2812 .00
Less; Tax previously assessad 28.12
Tax repayable (24123

Note 1 - With the CA and loss transferred from Mr Tan, Mrs Tan's samed incame redisf is nil since the eamed
income has been reduced fo mil.

Nore 2 - WIWCR refers to working mother child relief and is computsd based on 5% of Mrs Tan's samed income
of 25,000, With the CA and loss fransfarmesd from Mr Tan, Mrs Tan's WWCR is nil since the sarmed
income has been reduced fo mil.
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ANNEX 7 (CONTINUED)

EXAMPLE 24

Mr Lim is a sole-proprietor of businesses U and V, and is a partner of partnership W.

The accounting year end of his businesses is 31 Dec.
Mr Lim has unabsorbed CA and loss for YA 2006 from all his businesses.

He wished to claim qualifying child relief in respect of 2 of his children.
Mr Lim has elected to transfer his unabsorbed CA and unabsorbed loss for YA 2006 to his wife, Mrs
Lim and to carry-back the balance of his unabsorbed loss to his and wife's YA 2005 assesaments.

Tax Computations of Mr Lim for ¥As 2005 and 2006

Y& 2006
5 3
Trade
Sole-propristorship business U - Adjusted profit before C& 0
Less: Current C& (45,000) (48,0000
Sole-propristorship business W - Adjusted profit before CA 50,000
Less: Current CA (25,000) 15,000
Parnership business W - Share of adjusted profit before CA 0
Lesas: Share of current CA (25,000 (35,000
(88,000
Other income
Emgloyment 24 000
Rental 12,000
(32,0007
Less: CA transferred to Mrs Lim 32,000
Unabsorbed CA for YA 2006 cif MIL
Sole-proprietorship buginess U - Current year adjusted loss (75,0007
Parinership business W - Share of current year adjusted loss (45,0000
{120,000}
Less: Loss transferrsd 1o Mrs Lim 16,600
{103,400)
Lesas: Lozs carried back to YA 2005 S96,500
Loss camried back to Mrs Lim's YA 2005 assessment 3400 100.000
Unabsorbed loss for ye 31.12.2005 cff (2,400
Chargeable income MIL

Tax therson MIL
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Trade
Sole-progrietorship biz U - Ad] profit before CA
Less: Cument CA

Sole-progrietorship biz WV
Lesa: CA BT
Current CA

- &d] profit before CA&

Partnership biz W - Share of ad) profit before CA
Lesa: Share of cument CA
Partnerghip business W - Share of adjusted loss

Diher income

Employrment
Rental
Less: Loss carmed back from YA 20068

Assessabls income
Lesa: Peraonal reliefs

- Earmed income (Nafe 1)
- Child

- CPF

Chargeable incoms

Tax thereon

Less: Tax previously assessed
Tax repayabls

ANNEX 7 (CONTINUED)

YA 2005
Original Assessment Revised Assesament
(before camy-back is allowed) (with camp-bach allowed)
5 5 5 i
71,600 71,600
(35,000) 36,600 (25,000) 36,600
55,000 65,000
{20,000} {20,000)
125, 000) 20,000 {25,000) 20,000
0 0
{12,000} {12, (N} {12,000} (12,000)
44 500 44 600
{6 D) (6,000)
38,600 38,600
40,000 40,000
18, 0K 18,000
06,600 96,600
- (96,600)
96,600 0
1,000 0
4,000 4,000
3,000 13,000 5,000 12,000
83,600 Mil
2 140.00 0.00
5,140.00
(5,140.00)

Note T - With fhe lozz camied back, Mr Lim'z eamed income relief is nil since the eamed income has been reduced fo nil,
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ANNEX 7 (CONTINUED)

EXAMPLE 2B

Mrs Lim derived employment and rental income for the YA 2006,
She wizhed to claim working mother child relief in respect of her 2 children.

Mrs Lim has elected to claim Mr Lim's unabsorbed CA and unabsorbed loss for YA 2006 to be set
off against her YA 2006 aszessment and the excess unabsorbed loss carried back by Mr Lim to be
set off against her YA 2005 assessment.

Tax Computations of Mrs Lim for YAs 2005 and 2006

YA 2006
Original Assessment Revized Aszessment
{before s370 claim is allowed) fwith 537D claim allowed)
3 3 5 3
Employment 45,000 45,000
Rental 3,600 3,600
48 600 48 600
Less: CA transferred from Mr Lim - 32,000
Loss transferred from Mr Lim - 16,800 48 600
Assessable mocome 43 600 0
Less: Personal reliefs
- Earned incomes (Nofe 1) 1,000 0
- WMCR (Nots 2) 5,000 0
- CPF g.000 19,000 5,000 5.000
Chargeable incoms 25 600 [i
Tax therson 360.00 0.00
Less: Tax previously assessed 380.00
Tax repayabls (360.00)
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ANNEX 7 (CONTINUED)

YA 2005
Original Assessment Revised Assessment
{before carry back is allowed) {with carry back allowed)
B 5 s 5
Employment 40,000 40,000
Rental 4,000 4 000
44,000 44 000
Less: Loss camad bhack from Mr Lim - 3,400
Assessahle incoms 44 000 40,600
Less: Personal reliefs
- Earned incoms 1,000 1,000
- WMCR {MNofe 3) 2,000 7,382
-CPF 2.000 17.000 8,000 16,382
Charg=able income 27,000 24 218
Tax thereon 280.00 168.72
Less: Tax praviously assessed 280.00
Tax repayable (111.28)

Nore 1 - With the CA and loss fransferred from Mr Lim, Mrs Lim's eamed income relief is nil since the samed

income has bash reduced o ml.

Note 2 - WIWCR refers fo working mother child relief and is computed based on 5% and 15% of Mrs Lim's eamed
income of 345 000 With the CA and loss fransferred from Mr Lim, Mrs Lim's WMCR iz il since the

samed incams has besn reducsd fo il

MNore 3:  Since Mrs Lim doss not have any trads income frovm which the loss camisd back iz to be et off first, the
loss camied back is fo be apparmioned between her smployment and rental income, and WMCR is o be

computad as follows:
(&) Gross eamed income [smpoyment)
(b) Loss carmisd back

(c) Amount in (B} attributalle fo earned income
48,000 x 3400
40 000 + 4000

() Earned incame net of loss carmsd back
(el WMCR compuied based on 5%+75% of (d)

40,000

40,000
8,000

40,000
2,400
2,097

36,309
7.a82
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ANNEX 8
DIAGRAM SHOWING ORDER OF SET-OFF FOR INDIVIDUALS AT A GLANCE

br Toh birs Toh
Immediate preceding YA Current YA Current YA Immediate preceding YA
Adj profit — 2P 1 XA Adj profit— 5P 1 ¥R Adj profit — Parinership 1 WK Adj profit — Parnership 1 W5
Less CA for cumrent year (201 XC Less CA for cumrent year (XS0 (XT) Less unabsorbed CA BT 0N Less unabsorbed CA BT WT]
Wk W
Adj profit —<Farnership XD Adj profit —Farinership XU CA for cument year G C fior cument year R
Less: CA for cument year [XE] (XF) Less: CA& for cumment year (W) (0W)
[#3) A Emiploymment mcorme W Emplowment incoms Wi,
Irterest moorme ¥H Irterest moorme X2 Interest income Wi Intzrest income W
Rental income xI Rental income Wwa Rental income WR Rental income WZ
i) WEB WE VA
| ses unsheorbed loss bif= SR 2 (KK Less current year loss — 5P 2 [WC] La=s At transferred from Mr Toh Less Unabsorbed donation if - (WE]
L (WO under section 370(noe 1) H
Less cument year loss —SIF 2 (M) Les=s Ant fransferred 1o spouse - cument y=ar loss [WE} Less Current wear donaton (W]
i under section 370 | LT kil VE
Less Current year donation [ X0 - current year loss WE.~~"]| Less Personal Relief (note 2} Nil_ Less Amt fransferred from Mr Toh
X [WF) Chargeable incoms _Mil_ under section A7TF
Lass Amit camied back Less Amt camied back under | | +* {note 3) (WHI
under section 37E (note 3) (P Y| section 37E _ WF
Tl — current year lossinote 3)  XP Less Personal Relief
Less Personal Relief (note 2) NI (W) Eamed income WG
Chargeable income Nl Less Amt camed back to spouse Child VH
under secfion 37F 1 CPF VI M
- cument year loss (note 3] WH_ T Chargeakble incoma VHE

Unabscrbed loss for cumment yrcf (WI)

HOTES
- e T TRt |1:IT|'1E amauni af losseEs ransiemed from E|:'l:||.IErE unger sacion 370 musl oe he lower aof
LUITEML year gonation o LA Mrs Toh's assessable Income or Mr Toh's Iosses avallabie for transfer.
Hl‘l-].l'QEdJ'E noome | IE:I Sarsanal Rellet clam Is nl shnce 2% the GHIT!"-DEC“. relled or loss transfer from BpOLES,

there [= nll assassable Income.

[3) The tofal amount fo be carmed back by an Individual under seciion 37E and amount
fransfermed bo spouse under seclon 37F Is capped &t $100,000, and Tor each amaunt
(be & back to hims2ll or back 1o his spouss), It must be the lower of the 3sseEEaDle
Inzome of the Immediate preceding YA or the balance of current year CA ar loss
avallable for camy-backfransler a1 each stage.  An Indiidual must fransfer o his
spouse Tor the cument Y& first under S370 (I applicabia), then back fo nimssIr under
saction 37E (I applicable) and lasiy to his spouse unger secion 37F (IF appllcable).
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ILLUSTRATION OF SET-OFF AND RESTRICTION OF CA AND TRADE LOSSES OF PARTMERS OF AN LLP

Partnership 5&T is am LLP and has two partners {i.e. Mr Song and Topmost Pte Ltd).

December. Both partners have claimed for carry-back relief. The details of the LLP for YA 20058 and 2006 are:

Mr Song (Example 1)

Topmost Pte Ltd (Example 2)

(&) Profit shanng ratio T T0%
(B) Contributed capital as at:
a)31.12.04 S0 N S
b) 31.12.05 :u._II.II:II :-1;-.:33
§00.000 5175,000
() Ad) profitfloss of LLP for we:
a) 31.12.04 - Profit § 53,000 S p—
b} 31.12.05 - Loss  $120,000 527,000 % 65,100
{538,000) (24,0007
(D) CA for
a) A 2008 - 180,000 . P
b) YA 2006 - $150,000 5ee.00d 2125000
§45, 000 §10:5,000
T YA 2005 YA 2006 YA 2005 YA 2008
(=R LEEEs 4 il 3 o i 3 i
- Cumulative 354,000 5135,000 126,000 F315,000
(F) Contributed capital as at end of %20.000 250,000 5120.000 175,000
basis perod
(5) Excess of cumulative CTA amd 34,000 75,000 58,000 F140,000
osses ower contibuted capita
(EHF]
(H} Past relevant deduction & - 520,000 A - 550,000 CA - E50.800 CA - 3165800
Loss -3 d Loss -3 ] Loss -3 i Less -5 1175 (ie 5.700- 75235
520,000 580.000 560,200 2157075

AMMEX 9

The LLP's accounting year end is 31

43



Example 1 - Tax Computations of Mr Song for YAs 2006 and 2005

Trade
- Sole-proprietorship business — Ad usted profit before CA
Less: Curment CA
- LLP — Adjusted profi before CA
Less: Unabsorbed CA for YA 2005 oY
Current CA,

Employrrent ncome
Fena Income

Less: CA carned back to Y4 2005
Unabsorbed CA for YA 2008 of

Unzbsorbed LLP 5 for YA 2006 of

Sole-propristorship business — Agjusted loss
Add: LLP adjusted loss

L==s: Los=s camisd back to ¥4 2005

Unabsorbed loss for we 21.12.05 from solepropristorship of
Add: Unabsorbed LLP loss for we 31.12.05 of

Total unabsorbed losses of

Chargeable Income
Tax payable

Cumuiafve LLP CA & losses (54,000 + 45,000 + 36,000)
Less: Set off against LLP profit in Y& 2005

Zet off against other sources in Yas 2005 & 2006
LLP CA & losses of
- Unabsorbed CA for YA 2006 of
- Unabsorbed loss for we 21.12.2008 of

Y& 2006

¥

-
L

(35,000)

-
|

{6,100)
i45,000]

¥

(35.000)

(6, 100)
(33.800)

(75,000]
35,000
22 000
T75,1000]
15,000
NI

(11,100

(70.000)
0

(11,100
(36,000

(v0U000)
70,000
FHIC
(35,000

(:35.000)

MIL
HIL

{135,000
27,800
A0,000

{=7,100)

3
Restrict

: [11,100]
R

(36.000)

/

ANMEX 3 (CONTINUED)

/

Summary of relevant deductions allowed
in respect of;

{1} YA 2005 LLF CA - 100000

(i) YA 2008 LLP CA
\"- set off against YA 2008 income
5&:":':"] :.:-IE IWI::'I::I'I:':.:-E(- =
\‘- set off against YA 2005 income
1“1 E.UDD % 1 = s | ml-'?!-:ln:l: = SE\‘ I:I
0, ¥

332,000

= =
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ANMNEX 3 (CONTIMNUED)

TAZI0S
Original Assessment Original Assessment
(eefore camy-back is allowed) [afier cammy-brack is allowed)
5 5 5 5 5
Trade Restrict Restrict
- Sole-proprietorship biz — Ad) profit before CA 170,000 170,000
Less: Current CA [15.000) 155,000 (15.000) 156,000
- LLP — Adjusted profit before CA 27,900 27800
Less: Cument CA (54,0007 (200007 | G0y [24.000) {6.100)
135,000 135 000
Employrment income: 48000 48 00d
Rental Income 20,000 20,000
213,000 213,000
Less - CA camied back from YA 2004 {15,000
Lioss carried back from YA 2008 {70,000} (B:5,000)
213,000 128,000
Less: Personal Relsf
- Eamed Income 1,000 1,000
- Wife 2,000 2,000
- Child 2,000 2,000
- CPF 2,200 14,600 0,800 14,800
Chargeabis Income 182 400 112,400
Unabsorbed LLP CA for YA 2005 of (G, 100 (6,100)
Tax payabis 23,808 .00 8,810.00
Less: Tax previous'y assessad 23,386.00
Tax 1o be refunded 14 286,00}
Curmulative LLF CA E losses (54,000}
Less: 5=t off against LLP profit in YA 2005 27 B0
Set off against ofher sources in YA 2005 200, Oy
LLF CA & losses of
- Unabsoroed CA for WA 2005 oF (6, 100
- Unabsoroed loss for wie 3112 2004 oF 0 (8,100
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Example 2 - Tax Computations of Topmost Pte Ltd for ¥ As 2006 and 2005

ANMEX 9 (CONTINUED)

A 2006
3 3 3
Trade Restrict
- Toormost Phe Lid's ooerations — Adjusted profit before CA 1]
Less: Cument CA (55,000 (55, 000]
- LLF - éua—e::l profit before CA& 1]
Less: :
{105 0007 {105,000} Summary of relevant deductions
{160,000 allvwed in respect of:
miensst income 15,000 (1) A 2005 LLP CA - SE0, 800
“ental income T2 000
(73,000) - (=)} YA 2006 LLPCA
Less: CA camied back to YA 2005 73,000 ] . n
- il 2008 income
Tt ) I L5 .i-| i alganil - -
nabsorbed CA for YA 2005 o — T \ ™ 5e7 00 x ME o = $57,004
™| - against YA 2005 income
Toprmost Ple Lid's operations — Adusted loss {200,000] . _ -
Add: LLP current loss (2.100) | (74.200) AST3000 % 0= 47208
{208, 100) i o
Less: Loss camied back o YA 2005 37 000 - () YA 2008 LLP loss
Unabsorbed loss for we 31.12.05 of [Le. LLP loss 57,825 {ie. 8,100 - 1,175) and (162,100) ""““"——u.,Hq__ - against YA 2003 income
trade loss 5174, 175 {i.e 200,000 - {27,000-1,175)]] T 07 000 x " opg 100 = 51175
Add: Unabsoroed LLP loss for we 31.12.05 of {74 800) 167 075
Total unabsored losses of (257 .0000) SRR
Chargeable Incoms MIL .,-”’//
Tax payable — /
Curnulative LLP CA & losses {126,000 + 105,000 + 84,000) {315,000}
Less: Set off aganst LLP proftin YA 2005 G5, 100 /"’H
Set off aganst other scurces in YAs 2005 & 2004 167,075
LLP CA & losses of
- CA for YA 2006 0
- Unabsorbed loss for we 31.12.2005 (9,100 - 1,175) o [7.B25)
- Unabsorbed loss for ye 31122005 of (74,800 (42,825
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ANNEX 39 [CONTINUELD)

TH 2000
Crriginal Assessment Original Assessment
[before camy-back is allowesd] [after carry-back is allowed)
3 3 5 5 5 ¥
Trade Restrict Restrict
- Toprnost Phe Lid's operations — Ad) profit before CA 300,000 300,000
Less: Current CA (50,000 250,000 {50,000) 250,000
- LLF - Adjusted profit before TA G5, 100 5,100
Less: Cument CA {126.000] (ED.800) | (128.0000 (G0LEDO)
1B, 100 188,100
niErest income 20,000 20,000
Rental moome 0,000 G0.000
262,100 268,100
Less ; CA camiad back from YA 20082 (73,000)
Loss camied back from YA 2006 [27,000) {100,000)
Chargeable noome (before deducting exempt amount] 2Ee, 100 10 [
Less: Exempt armouni (52500 (52 5000
Chargeable Income 26,600 116,600
Tax payable 43, 320,00 23,320.00
Less: Tax previously assessed 43,320.00
Tax to be refundad {20,000.00;
Curnulative LLP CA & losses {12a,000)
Less: Set off against LLP proft in YA 2005 85,100
St off against ather sources in YA 2005 20,900
LLP CA & losses of
- Unabsorbed CA for YA 2005 of 0
- Unzhisgrbed loss for we 31122004 f 0 0
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