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- Effective from Year of Assessment 2003.

- A company belonging to a group may transfer its loss items to
another company within the same group.

- The objective is to encourage more risk taking and enterprise.
- Transferor company transfers out its loss items.

- Claimant company claims the loss items.



e

INLAND REVENLS Who qualifies for Group Relief?
O SHEAFORE

Companies belonging to the same group of

companies and

- maintain 75% shareholding threshold,
and

- have the same accounting year end



ﬂiﬁgﬁ Definition of Group Companies
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OFSINGAPORE o A group consists of a S’pore incorporated company and its S’pore
incorporated group members.

- 2 S’pore incorporated companies are members of the same group if:

a) at least 75% of the ordinary b) at least 75% of the ordinary share
share capital in one company is capital in each of the two
beneficially held, directly or companies is beneficially held,
indirectly by the other; or directly or indirectly by a third

S’pore incorporated company
- I Parent (local) I -
90% / \100%
81% 80%

| sub A (tocary | | sub B (oca) |

(90% X 90%) (100% x 80%)

90% 80%

- o oy,

» | subc ocal) | | subD (local) | 4~
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Parent (local)

100% 20%
Sub A (local) Sub B (local)
40% 50%
Sub C (local)

Loss set-off between | Allowed? | 75% shareholding threshold?
Parent & A v 100%
Parent & B X 70%
Parent & C y 75%=[(100% x 40%)+(70% x 50%)]
A&B X | Parent & A = 100%, Parent & B = 70%
A&C Vv Parent & A = 100%, Parent & C = 75%
B&C X | Parent & B = 70%, Parent & C = 75%
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- Shareholdings refer to ordinary shares

- Shares that carry rights to only fixed dividends will be excluded.

Parent (local) N
Vo<
90% 100%
L 90%
| sub A (local) Sub B (local) |
) - X
90% of shares that carry b4
X rights to only fixed
Sub C (local) I dividends )
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- Any holdings by companies that are not incorporated in Singapore

Definition of Group Companies

would be disregarded.

fl Parent (foreign) | A

90%
p I Sub A (local) I

90%

L I Sub B (local) I y,

> 81%

90%

Sub C (local)

I Sub E (local)

Parent (local)

Parent (foreign)

Sub D (local)

100%

N\

| Sub F (foreign) |

J

90%

X | sub G goca |

J \\

- X

- X

90%

- %
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Definition of Group Companies

- Any shareholdings of a company held by an individual or not a
Singapore-incorporated company (eg. a trade association) will
not be taken into account.

Individual or
trade association

90% 100% b4

Sub A (local) Sub B (local) |
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In determining whether the 75% shareholding requirement is
satisfied, two tests will be applied:

First Level Test: Ordinary Shareholding Requirement

Second Level Test: Profits or assets available for
distribution
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First Level Test - Ordinary Shareholding Requirement

e Only ordinary shares taken into account

e Ordinary shares refer to all shares issued by a company apart
from shares that carry only a right to fixed dividends, ie., dividends
payable based on

(a) a fixed amount;
(b) a fixed percentage of the nominal value of the shares; or

(c) a fixed percentage of the profits of the company

Right to share in
profits not based on a
fixed quantum or %
(i.e., variable profit
participation)

Ordinary

Shares
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2nd Level Test - Profits/assets available for distribution

e Holders of ordinary shares must demonstrate that they are
beneficially entitled, directly or indirectly, to at least 75% of

(a) any residual profits of the company available for distribution to the
company’s equity holders; and

(b) any residual assets of the company available for distribution to the
company’s equity holders upon winding up

e Measure to ensure that holders of ordinary shares are indeed
beneficially entitled to profits and assets of the company in proportion
to their equity interest
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2nd Level Test - Profits/assets available for distribution

Equity Holders

All holders of
ordinary shares creditors in
Equity (excluding respect of non-
Holders = shares that + commercial
carry only a

right to fixed loans

dividends)

* Non-commercial loans: any borrowings which entitle the creditor to
variable profit participation in borrower. They are distinguished from
commercial loans which entitle the creditor to fixed return (@ fixed

amount, fixed rate % of principal loan value, or fixed rate % of profit of
borrower.)
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2nd Level Test - Profits/assets available for distribution

Residual Profits available for distribution to equity holders

e Profits of the company that equity holders would be entitled to
receive if a distribution of the co’s profits is made.

* Represent profits of the company

After deducting . any fixed dividends on all shares that
carry a fixed dividend;

But before deducting . any non-fixed return on non-
commercial loans

. any non-fixed dividend on ordinary
shares
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2nd Level Test - Profits/assets available for distribution

Residual Assets available for distribution to equity holders

* Net assets of the company upon a notional winding up, after
distribution to commercial loan creditors and shareholders other
than ordinary shareholders.

e If company has negative assets, notional assets of $100 will be
used to compute notional entitlement.



IMLAND FEVEMLE

Definition of Group Companies

o mearor: EXam ple 1

Co. X is a S’pore incorporated co. with accounting profits of $100
for YA 2004.

Shares:

Type |

Type Il

Type Il

Right to share in
profits based on
share K ($1 par)

Fixed dividend @
10% on nominal
value of share K
($1 par)

Fixed dividend @
8% + right to
share in profits
based on share K

($1par)

Shareholding Requirement (15t level test): Co. A owns (60 + 15)% = 75% of the

N
Share- Co. A Co. B Co. A Co. B Co. A Co. C
holding 600 shrs\ 200 shrs | 120 shrs (120 shrs 150 shrs\ 50 shrs
Ordinary
shares? N N, X X W W
Share- $ $ $ $
holding % \800/1000/ 200/1000 N4 A 150/1000d 50/1000
= 60% = 20% = 15% = 5%
N N

OS issued by Co. X. The 15t level test is satisfied.




Definition of Group Companies
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orsnewrore Example 1 (Cont’d)
Assume that Co. X has taken 2 loans:

Principal Amount Interest Rate Annual Interest
Loan 1 (fr Co. Y)| $400 5% p.a. $20
Loan 2 (fr Co. Z)| $500 3% p.a. t right t0 | ¢15 + variable

share in pro_fit_s profit
based on principal
value of loan

Loan 1 is a commercial loan whilst Loan 2 is a non-commercial loan



Definition of Group Companies
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orsnewrore Example 1 (Cont’d)
Computation of Residual Profits and entitlement:

Accounting profit (after deducting fixed return on loans but $100
before deducting non-fixed return on non-commercial loans)
Less: Distribution of fixed dividend on shares other than OS
(ie. Type 11 shares) -
e Shareholder A 120 shares @ 10% ($12)
» Shareholder B 120 shares @ 10% ($12)
Less: Distribution of fixed dividend on OS (Type 111 shares)-
« Shareholder A 150 shares @ 8% ($12)
» Shareholder C 50 shares @ 8% ($4)
Residual Profits available for distribution to $60
% Shareholder A (600+150)/1500 x $60 $30
% Shareholder B 200/1500 x $60 $8
% Shareholder C 50/1500 x $60 $2
% Non-commercial loan creditor Z (Loan 2) 500//}500 x $60 $20
Total OS (1000) + Principal Value of Loan 2 (500)




IMLAND FEVEMLE

Definition of Group Companies

orsnewrore Example 1 (Cont’d)
Computation of Residual Profits and entitlement:

Accounting profit (after deducting fixed return on loans but

before deducting non-fixed return on non-commercial loans) $100
Less: Distribution of fixed dividend on shares other than OS
(ie. Type 11 shares) -
e Shareholder A 120 shares @ 10% ($12)
» Shareholder B 120 shares @ 10% ($12)
Less: Distribution of fixed dividend on OS (Type 111l shares)-
« Shareholder A 150 shares @ 8% ($12)
» Shareholder C 50 shares @ 8% ($4)
Residual Profits available for distribution to $60
% Shareholder A (600+150)/1500 x $60 $30
% Shareholder B 200/1500 x $60 $8
% Shareholder C 50/1500 x $60 $2
% Non-commercial loan creditor Z (Loan 2) 500/1500 x $60 $20

Co. A’'s % entitlement to the RP of Co. X = $30/%$60 = 50%

Therefore, Co. A fails the 2"d |evel test.




Definition of Group Companies
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Computation of Residual Profits and entitlement:

- Same facts as Eg. 1, except that Co. A is now the party to Loan 2

Residual Profits available for distribution to $60
< Shareholder A (600+150)/1500 x $60 $30
< Shareholder B 200/1500 x $60 $8
< Shareholder C 50/1500 x $60 $2
% Non-commercial loan creditor A (Loan 2) 500/1500 x $60 $20

x

Co. A's % entitlement to the RP of Co. X = ($30 + $20)/$60 = 83.3%

Therefore, Co. A now satisfies the 2" |evel test

. Where RP <= 0 in any YA, notional RP of $100 is used to compute equity
holder’s notional entitlement
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Accounting year end

- Transferor and claimant must have the same accounting year end

to qualify for group reli

ef

- If a transferor company (A) and claimant company (C) are related

indirectly through a third company (B), B need not have the same

accounting year end

Co A

‘ (a/c yr Jun)

100%

CoB
a/c yr Dec

75%

‘(a/

CoC
c yr Jun)

Co A’s loss
transferred
toCo C



Accounting year end alignment
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' Example 1
Co A changes
Alcyear al/c year to Jul
30.4.03
| Co A (Loss) I :
31.7.03 31.1.04 31.7.04
| coB (Profit) | I I
Alc year 31.7.04
31.7.03 :
Same accounting year (YA 2005) 31.7.04

Shorter of the continuous periods 1.8.03 to 31.7.04



LG T Accounting year end alignment

OF SNEAFORE
Example 2
CoAis
Alc year acquired by
30.4.03 — 28.2.04 30.4.04
| Co A (Loss) I I | I
o B changes :
alc year to .
Apr
| coB (Profit) | | ]
Alc year i 304.04
30.6.03 : :
Same accounting year (YA 2005) 30.4.04 “

Continuous period 28.2.04 t0 30.4.04



Accounting year end alignment
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| Co A (Loss) I I

I
Alc year

31.12.02

| coB (Profit) |

oA B 311203 31.3.04
changeal/c :
ear toMar 5

Same accounting year (YA 2005)
Co A’s basis period for YA 2005
Co B’s basis period for YA 2005
Shorter of the continuous periods

I
Alc year 31.3.04
30.6.03 : :

31.3.04 )
1.1.04 to 31.3.04 ) )
1.7.03 to 31.3.04

1.1.04 to 31.3.04



Avalilability of loss items for transfer

IMLAMD REVEMLUE
ALTHORITY
COF SINGAPORE

- If shareholding level is maintained at or above 75% throughout the
basis period for a YA, full amount of loss items can be transferred.

Example:

75% 100% 80%
I I I I
<+ 1 | —>
1/4/03 2/7/03 15/11/03 31/3/04




Avalilability of loss items for transfer
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- If shareholding level is not maintained at or above 75% on the last
day of basis period for a YA, no group relief.

Example:
Date of acquisition
Last day of basis period
0% 100% 88% 79% 72% )
o | | | —
1/4/03 15/6/03 5/7/03 1/11/03 1/3/04 31/3/04

Period A Period B Period C Period D Period E



Avalilability of loss items for transfer
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- If shareholding level is maintained at or above 75% on the last day
of basis period for a YA but not throughout the whole basis period:

Transferor

Amount of loss Amount of loss items

items that can be = attributable to the
transferred continuous period

Claimant

Amount of assessable Amount of assessable income

iIncome that can attributable to the
absorb loss items continuous period



Avalilability of loss items for transfer
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- Continuous period refers to the period ending on the last day of the
basis period during which the shareholding level is maintained at or

above 75%.

Last day of basis period

70% 90% 66% 79% 100% )
] l I l I I
<+ | | | | >
1/4/03 15/6/03 5/7/03 1/11/03 1/3/04  31/3/04
Period A Period B Period C Period D  Period E
|\ 7 |\ _J
Y Y
Periods that do not qualify Continuous period that
for group relief qualifies for group

relief



Avalilability of loss items for transfer
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Last day of basis period

70% 90% 66% 79% 100%
NN | | | —
1/4/03 15/6/03 5/7/03 1/11/03 1/3/04  31/3/04
\\ J/
Y

Continuous period = 152 days
Transferor company

Loss items available for GR = 100,000 x 152 days / 366 days
=41,530

Claimant company

Al available for GR = 80,000 x 152 days / 366 days
= 33,224

GR will be the lower of available loss items or Al = 33,224



Avalilability of loss items for transfer
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- If the continuous periods for transferor

and claimant company do not coincide,
the shorter of the 2 periods will be used.

70% 90% 66% 100%
Parent & A <} : : ! L
1/4/03 15/6/03 5/7/03 1/1M31/3/04
:
85% I
Parent & B < y —
1/4/03 . 31/3/04
D4

Continuous period that
gualifies for group
relief



Accounting year 31/12/03

IMLAND FEVEMLE

Parent (local)

I Acquired 90% on 1/1/03 Acquired 100% on 1/4/03
| sub A (local | Sub B (local)
Acquired 85% on 1/6/03 Acquired 75% on 1/1/03
| subc gocal) |« Z-p| sub D (local)
1/1/03 to 31/3/03 1/4/03 to 31/5/03 1/6/03 to 31/12/03
Parent & A 90% 90% 90%
A&C 0% 0% 85%
Parent & C 0% 0% 76.5%
Parent & B 0% 100% 100%
B&D 5% 75% 75%
Parent & D 0% 75% 75%

Does not qualify for group relief

Qualify for group relief




Items allowable for transfer
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Loss items
- current year unabsorbed capital allowance
- current year unabsorbed trade losses

- current year unabsorbed donations

Transfer of loss items is subject to section 37B adjustment



INLAND REVENLS Specific exclusions
O SHEAFORE

Losses of foreign branches

Investment allowances

Loss items arising from an activity or trade, the income of
which is wholly exempt from tax

- eg. loss from pioneer trade, end of pioneer incentive
period

Loss items not allowed for set-off against income from other
activities under the existing law

- eg. s10D, s10H, s43l



INLAND REVENLS Specific exclusions
O SHEAFORE

- Certain companies enjoying incentives under EEIA

- eg. investment in new technology co., technopreneur
investment incentive, overseas investment and venture
capital incentives

- Section 10E companies

- Current year unabsorbed losses and capital allowances



RULES
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To apply the following order of set-off when determining the loss items
of transferor company and assessable income of claimant company:-

1 Capital allowances b/f

2 Current capital allowances

Trade losses b/f

4 Current trade losses
5 Donations b/f (wef YA 2004)
6 Current donations

Only unabsorbed amounts of 2, 4 and 6 qualify for Group Relief



Example on Order of Setoff
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Amount of loss items to
Transferor company Quantum | be transferred under the
group relief system
Adjusted Profit $100,000
Capital allowances $40,000
Brought forward from ($60,000) :‘/ Not a Loss Item
prior YA
Current year ($35,000) f$5’000 NIL
Trade Losses ($35,000)
\I?'g\ought forward from prior ($40,000) Not a Loss Item
Current year B B
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e Order of transfer of loss items

1) current capital allowances
2) current trade loss

3) current donation

e If there are different tax rates

Transfer from higher tax rate category first, then to lower tax rate

e Quantum

Full amounts of unabsorbed current capital allowances, losses and
donations must be transferred to the extent that these are absorbed by
the claimant company



TRANSFEROR

Transfer of Loss Items

IMLAND FEVEMLE

OF SNGAPORE
““‘v Assessable Income of
et $120,000 J

Transferor

Clai@ B
Loss items
of $100,000
<>




A RULES
N e TRANSFEROR
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- Amounts not absorbed by claimant companies
Any amounts that cannot be absorbed by the claimant companies

would be retained in the order of unabsorbed donations, losses,
capital allowances
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TRANSFEROR

Transfer of Loss Items

Gaimant A

Assessable income of

Transferor

$50,000 J

ClaimantD

Loss items
of $100,000

Assessable income of

$20,000 J

Claimant C

Assessable income of

$10,000 J



TRANSFEROR

Transfer of Loss Items
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Assessable income of
$50,000

Transferor

Claimant B

Assessable income of

Loss items
of $100,000 $20,000 $80,000
$20,000 Assessable income of

$10,000
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e Order of utilisation of loss items

e 1) current capital allowances

e 2) current trade loss

e 3) current donation

e If there are different tax rates

Loss items will be deducted against assessable income taxable at
higher tax rate followed by assessable income taxable at lower tax rate



RULES
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e Transferor company can transfer its loss items to
more than one claimant company.

e Claimant company can claim loss items from more
than one transferor company.

e Both transferor and claimant companies need to
specify the order of priority.



RULES
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(Loss items) / Assessable income Priority
Transferor A (30,000) X, Y
Transferor B (70,000) X, Y
Claimant X 20,000 A, B
Claimant Y 100,000 B, A

20,000 @ 70 000
20,000 \ ‘ 100,000 \ @

10, OOO

V
30,000 - 20,000
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Group Relief Forms

- Transferor company - Form GR-A
» To be filed together with Form C

- State the priority of the claimant companies receiving
the loss items

e Final and irrevocable

- Claimant company - Form GR-B
- To be filed together with Form C

- State the priority of the transferor companies from which it
wishes to claim the loss items

e Final and irrevocable
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OPERATIONS

FORM GR-A
GROUP RELIEF FORM FOR TRANSFEROR COMPANY FOR YEAR OF ASSESSMENT

Important: Group relief is available to Singapore incorporated companies belonging to the same group
and which have the same accounting year end.
This form must be submitted together with the Form C.
Please read the Group Relief guide before completing this form.
Please use separate forms if you have more than 5 claimant companies.

Part 1 Details of transferor company

Name:

Tax Ref No: | |

Total loss items transferred * | |

Part 2 Declaration

| declare that the ordinary shareholding levels of the relevant holding company are maintained at or

above 75% during the continuous period? stated in Part 3 and all the information given in this form is true
and complete. | understand that | need to retain my computation on the ordinary shareholding levels of the
relevant holding company as the Comptroller of Income Tax may request for it.

Full name & signature of person making the return Capacity of person making the return Date Telephone No

Part 3 Details of claimant companies in ascending order of priority

Continuous
Order Details Loss items transferred 3 period 2

| | Name: Unutilised CA (NTR) From:

Unutilised CA (CTR) | |
dd/mm/yy

Tax Ref No: Unutilised loss (NTR) To:

Unutilised loss (CTR) | |

Unutilised donation (NTR)
Unutilised donation (CTR)

dd/mm/yy

1 Total refers to the aggregate quantum of the loss items transferred as listed under Part 3.

2 Continuous period refers to the period ending on the last day of the basis period during which the ordinary
shareholding level of the relevant holding company is maintained at or above 75%.

% The quantum to be completed here is based on tax computation submitted with Form C before S37B adjustment.
NTR = Normal corporate tax rate CTR = Concessionary tax rate

Page 1 of 2
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OPERATIONS

FORM GR-B8
SROUP RELIEF FORM FOR CLAIMANT COMPANY FOR YEA&R OF ASSESSMENT | |

mpatasl: Groep relief is ssalabla fa Sngapore incorpeied campanes beloaging 1e ke same group shal
Tl Em al 1gasn 73 % 50 Erehd il rgs a9 d hee® | he S0 S E ol Bunh pg yaar
Thiz krm sl be suamiled togeiber =ith Tae Fom ©
Flaase read 1he Graup Raied puide: bafone careplating ths fam

Plaaco use coparsie ems 1 pau heve mors thae 7 irenefenes comgend es

Part 1 Detals of claimaai comgarg

Tax Raf b |

| daciar fhal tha sharaholing levals are mainisnaed ot o s8owva 75% dereg 1ha coninuoes perids |
stated in Part 3 sad ab the infeemation given in this foem is tue and campleie. | underdardd thet | reed @
reigin ey cempuiatios on e shambelding levels as #o Compimollen of Intomo Tax smay ragquess T

Full narde & sigaahre of person making e s=iom  Capcadly of persan makng he ndwm C=ate Teseph Brw b

O rdie| L ] Tan AefMa Comtinuaes paaod

L Frem | Ire I
TR [T T——

I I T I I"l_ I
by adirmaTey

I I YEIT | |'l: I
el TR IT#yY LS

L Frem | fre |
[T ey

| | Srern | 7o |
ol T rrdyy oy

L Frmrn | Te |
iy ey

L Frmm | fro |
o T Yy iy

¥ Camliresgus pancd rafers ho Hha peniod arding on tha kst day of the basis poricd dusng which the sharaholdineg
leved = el resd a1 ar ahpee TEN
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2003

OPERATIONS

FORM C

Tae Mol Mo

Tomgpreeliy o Brem T

1
iThe imcome Tex Act Cap, 138

VEAR OF ARSERSMENT 1]

The wmedy PRECECHS THAN mas

JCAENT
Srarebles il Siegupet Tl wilda PALEE vl pitd wend Irkem vt el S0
i Lere iras e 19
COMPANY'S PARTICULARS Dol

mtumad by 3tst July 2000

*  Audiled Accounts

This Form must be accompansed by

Please usa this Fom C 1o declare your imcome of the preceding yesr. The compleded Form C with other mlesant Forms should Be

¢ Tax Compulation & Supporting Schedules showang bow the chargeable income is anmed #1.

HPiscn ‘whare corirol snd marsgerand
I5 segcissd

ACC LN e

FOH CHER SIARG
Comgndller of Income Tax

- Phzis "X i B Tollowing ogies ), whaene apelicalbe.

n D Thez: popresryy gl nol Cary on Kine s & el no ingome in e prepeding vesr _

u D T it ot oompansy hed nads o guskicslion o the saifed sooounis for he sooonting e

n m The compery Fax irsnefaresd camed leax fane urder the Group Seberl Sysiem Tha Group Rebed Form iz sfschad

n lnclarstion

| daciana Ta thix Radur g & Tull snd e sccount of e wéela of The ncoma ol bha company ior the preceding yaer

Full s o person msking the rejurn

Capaciy In which the refum is mads

Soranure o panon making fhe mbarisbe
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e Estimated Chargeable Income
May factor in the Group Relief

« Completion of assessment
Loss items will be transferred / setoff according to the order specified
in Forms GR-A and GR-B

« When assessments of transferor/claimant are revised
Relevant revisions will be made to transferor companies’ and claimant

companies’ assessments accordingly
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When assessments of transferor company are revised from a
position with loss items to a taxable position

+ Any Form GR-A submitted previously would be set aside

¢+ The new claimant company may claim for the loss items to be
transferred via a Form GR-B to be submitted within 30 days from
the Notice of Assessment

¢ The transferor company from which loss items are to be claimed by
the new claimant company should also submit a Form GR-A within
30 days from the Notice of Assessment

+ |If the transferor company had previously submitted a Form GR-A, it
cannot alter the ranking specified, but may add the new claimant
company
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When assessments of claimant company are revised from
a profit position to a position with loss items

¢ The new transferor company may submit a Form GR-A within 30
days from the Notice of Assessment to transfer the loss

¢ The claimant companies to which loss items are to be transferred
by the new transferor company should also submit a Form GR-B
within 30 days from the Notice of Assessment

¢ If the claimant companies had previously submitted a Form GR-

B, they cannot alter the ranking specified, but may add the new
transferor company



Calculation of exempt amount

! 1
UTHCHATY
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10%

22%

Adjusted profit/(loss) after
unabsorbed CA b/f, current
CA & unabsorbed loss b/f

S’pore franked dividend

Rental income

S37B set-off

Investment allowance

Loss items transferred

Exempt amount

Chargeable income

(880,000) | 480,000
0 20,000

0 35,000
(880,000) | 535,000
880,000 | (400,000)
0| 135,000
(80,000)

55,000

(25,000)

30,000

N

13,060

S37B set-off 400,000
Investment allowance 80,000
Loss items transferred 25,000

505,000

Amt attributable to dividend

= 20,000 / 535,000 x 505,000
= 18,879
Net dividend = 20,000 - 18,879
=1,121

Cl excluding net dividend
= 30,000 - 1,121 = 28,879

Exempt amount:

10,000 x 75% 7,500
18,879 x 50% 9,440
28,879 16,940




