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Abbreviations

CbCR : country-by-country
reporting

CE : constituent entity

CFC : controlled foreign
company

CIT : corporate income tax

DTT : domestic top-up tax

ETR : effective tax rate

FY : financial year

GloBE : Global Anti-Base Erosion
IIR : income inclusion rule

JV: joint venture

MMT Act : Multinational
Enterprise (Minimum Tax) Act
2024 of Singapore

MMT Regulations:
Multinational Enterprise
(Minimum Tax) Regulations 2024
of Singapore

MTT : multinational enterprise
top-up tax

QDMTT : qualified domestic
minimum top-up tax

TCSH : Transitional CbCR Safe
Harbour

UPE : ultimate parent entity

UTPR : undertaxed profits rule

e
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Purpose of the Transition Rules
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IIR/UTPR/QDMTT becomes applicable to MNE group>

\ Losses before application
I. of IR/ UTPR/QDMTT

Accounting-tax timing

differences that straddle
k the transition year from
which IR /UTPR/
QDMTT applies

Transition year

Affects the MNE group’s ETR Tl

|
v

Transition rules (built on deferred tax accounting rules)
provided under Part 10 of the MMT Regulations address
these issuesin the MNE group’s transition year and
subsequent FYs to prevent distortion in the MNE
group’s ETR in those years

o



Q Definition of Transition

Q Year
©




Transition Year for the MTT and DTT

In respect of each MNE group, transition year is determined on a
jurisdictional basis.

[ MTT - Regulation 88(1) J [ DTT - Regulation 88(2) J
Grst FY that: \ Grst FY that: \
 anyCEinthejurisdiction is in-scope of  anyCEin Singapore isin-scope of
Singapore or a foreign jurisdiction’s lIR Singapore’s DTT or a foreign
or UTPR; or jurisdiction’s lIR or UTPR; or
 CEsinajurisdiction lose their eligibility  CEsinSingapore lose their eligibility
for the TCSH, or did not make an for the TCSH, or did not make an
election for the TCSH, and the de election for the TCSH, and the de
minimis exclusion does not apply, minimis exclusion does not apply,

whichever is later / thchever is later /
4




Transition Year for the DTT - Example

Example 1

Subjects CEs in For the lIR in Jurisdiction A,
UPE Singapore to the lIR from FY 2024 is the transition year
FY 2024 for the CEs in Singapore

Jurisdiction A

Singapore

For the DTT in Singapore, FY
2024 is also the transition
year for the CEs in Singapore

Subjectto the DTT in
Singapore from FY 2025




Transition Year for the DTT - Example

Example 2

Does not implement the

Jurisdiction A

Singapore

For the DTT in Singapore, FY
2025 is also the transition
year for the CEs in Singapore

Subjectto the DTT in
Singapore from FY 2025




Transition Year for the DTT - Example

Example 3
Subjects CEs in
UPE Singapore to the IIR from » For the IR in

FY 2024 Qualifies Jurisdiction A
for the and the DTT in

Jurisdiction A TCSH Singaporea
Singapore | |~~~ - TTTTTT~7 {JuRa e  FY2027is the
2024 to FY transition year

2026

Subject to the DTT in for the CEs in

Singapore from FY 2025 »

Singapore

# The de minimis exclusion does not apply in respect of the CEs in Singapore for FY 2027. 10 _



Q Importing Tax Attributes

Q upon Transition
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Recap - A Snapshot of the Mechanics

p
Adjusted Covered Taxes

(all CEsin ajurisdiction)

Step 4 - GloBE Income / Loss and Covered Taxes

Determine the GloBE Income or Loss and Adjusted
Covered Taxes of each CE. [ }




) CE’s Deferred Tax Assets or Liabilities

« Each deferred tax asset or liability of a CE that is disclosed in the
financial accounts of the CE as at the start of the transition year
(except for those arising from a blended CFC regime as defined in
regulation 44(7) of the MMT Regulations) must be taken into
account when computing the adjusted covered taxes of the CE for
the transition year and the subsequent FYs.”

* Adjustments may apply based on the applicable domestic tax rate.

 Theterm “applicable domestic tax rate” refers to the rate at which
an item of deferred tax expense is recorded in the financial
accounts.

*Regulation 89(1) of the MMT Regulations. 13 -



) CE’s Deferred Tax Assets or Liabilities

The following adjustment rules apply when taking into account the
deferred tax assets or liabilities of the CE:
If the applicable domestic tax rate at which the

Rule A | I
deferred tax asset or deferred tax liability is
Adjustment reflected or disclosed in the financial accounts is
rules less than the minimum rate (i.e. 15%), the
deferred tax asset or deferred tax liability must be
taken into account at that domestic tax rate.”

Rule C

*Regulations 89(2)(a) and 89(2)(b) of the MMT Regulations. 14 -




CE’s Deferred Tax Assets or Liabilities

The following adjustment rules apply when taking into account the
deferred tax assets or liabilities of the CE (continued):

Adjustment

Rule B
rules

Rule C

*Regulation 89(2)(c) of the MMT Regulations.

If the applicable domestic tax rate at which the
deferred tax asset or deferred tax liability is
reflected or disclosed in the financial accounts is
equal to or greater than the minimum rate, the
deferred tax asset or deferred tax liability must be
taken into account at the minimum rate.”

_—



CE’s Deferred Tax Assets or Liabilities

The following adjustment rules apply when taking into account the
deferred tax assets or liabilities of the CE (continued):

Adjustment

IES

Rule C

*Regulation 89(2)(d) of the MMT Regulations.

When taking into account the deferred tax asset,
the impact of any valuation adjustment or
accounting recognition adjustment with respect
to the deferred tax asset is disregarded.”

_—



CE’s Deferred Tax Assets or Liabilities

However, in the case of Rule A, if the CE is able to demonstrate that
the deferred tax asset is attributable to a GloBE loss for any year
before the transition year, then the deferred tax asset is taken into
account at 15%."

/ Example \

 ACEcomeswithinthe scope of DTT in FY 2025.

* Asatthetransition year, the CE had a 1 mil deferred tax asset which is attributable to a
loss in FY 2024 (when the MNE group was not within the scope of the GloBE Rules) that
would have been a GloBE loss.

 Theapplicable domestic tax rate is 10%.

 The 1 mil deferred tax asset is to be taken into account in the transition year as follows:
(Value of deferred tax asset) 1 mil

Minimum rate) = 15% = 1.5 mil
K (Applicable domestic tax rate) X (Minimu ) 10% ~ 270 ! /

*Regulations 89(3) and 90(2) of the MMT Regulations. 17 -




Pre-Transition Year Deferred Tax Asset A

- Example

Pre-transition year Transition year
CE recognises a 1.5 mil deferred tax CE comes within the scope of the GloBE In Year 3, the deferred tax asset is
asset at a tax rate of 15% RulesinYear 2;in Year 2, the deferred utilised and reverses in full
tax asset is not utilised
oY)
c Impact to deferred tax expense Impact to deferred tax expense Impact to deferred tax expense
c -1.5 mil None, as the deferred tax asset is not +1.5 mil
8 utilised in Year 2 (i.e. no reversal)
O
< _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _— —_— _—— p— _— —_— _— —_— _— —_— _— —_— _— —_— _— -
I|: Impact to adjusted covered taxes Impact to adjusted covered taxes Impact to adjusted covered taxes
O N/A(CEis not yet within scope of the Deferred tax asset of 1.5 mil is taken into +1.5 mil (a qualifying deferred tax
: MTT or DTT) account based on Rule B; no impact to expense in respect of the deferred tax
— adjusted covered tax because there is no asset taken into accountin Year 2)
= deferred tax expense
18 -



Pre-Transition Year Deferred Tax Liability A

- Example

Pre-transition year Transition year
CE recognises a 1.5 mil deferred tax CE comes within the scope of the GloBE In Year 3, 1.5 mil of tax is paid and the
liability at a tax rate of 15% RulesinYear 2;in Year 2, the deferred deferred tax liability reverses in full
tax liability is not reversed

%D Impact to deferred tax expense Impact to deferred tax expense Impact to current tax expense
4§ -1.5 mil None, as the deferred tax liability is not +1.5 mil
S reversed in Year 2 Impact to deferred tax expense
<LE) -1.5 mil
I|: Impact to adjusted covered taxes Impact to adjusted covered taxes Impact to adjusted covered taxes
O N/A(CEis not yet within scope of the Deferred tax liability of 1.5 mil is taken +1.5 mil (qualifying current tax expense)
\ . . .
— MTT or DTT) into apcount based on Rule B; no |mpa§t ~1.5 mil (qualifying deferred tax expense
— to adjusted covered tax because there is in respect of the deferred tax liability
= no deferred tax expense

taken into accountin Year 2)
19 -



)

Rules for Deferred Tax Asset that Relates
to Tax Credit Carry-Forward




Deferred Tax Asset from Tax Credit Carry- -
Forward

 Therule applies where:*

« the deferred tax asset relates to a tax credit carry-forward; and

« the applicable domestic tax rate at which the deferred tax asset is
reflected or disclosed in the financial accounts is equal to or greater than
the minimum rate.

* Regulation 90(1) of the MMT Regulations.




Deferred Tax Asset from Tax Credit Carry- -
Forward

e The amount of deferred tax asset to be taken into account is
determined as follows:*

[(Deferred tax asset) + (Applicable domestic tax rate in the FY preceding
the transition year)] x (Minimum rate)

« Ifthe applicable domestic tax rate changes in any year after the transition year
(i.e. re-application year), the above formula must be reapplied:

1. tothe outstanding balance of the deferred tax asset reflected in the financial accounts at
the beginning of the re-application year; and

2. usingthe tax rate applied in the financial accounts of the CE in the re-application year.

*Regulations 90(2) to 90(4) of the MMT Regulations. 22 -



)

Circumstances Where Deferred Tax Assets

Cannot be Taken into Account




Excluded Deferred Tax Assets

 Deferred tax assets cannot be taken into account if both of these
criteria are met:”

The deferred tax asset is generated in a transaction
entered between 1 Dec 2021 and the last day of a FY before
the start of the transition year of the CE

The deferred tax asset arises in respect of an item that
would not be taken into account in computing the GloBE
income or loss

*Regulation 91(1)(a) of the MMT Regulations. 24 -




Excluded Deferred Tax Assets

-

L

Example 1l

A CE is within scope of DTT from
FY 2025, and FY 2025 is the
transition year for the CE.

In FY 2023, the CE generated a
deferred tax asset arising from tax

losses incurred in the FY.

While the deferred tax asset was generated
between 1 Dec 2021 and 31 Dec 2024 (i.e.
the last day of a FY before the start of the
CE’s transition year), the deferred tax asset
is in respect of an item that would be taken
into account in computing the GloBE
income or loss.

Thus, the deferred tax asset is not
excluded from being taken into account
when computing the CE’s adjusted
covered taxes for FY 2025 and the
subsequent FYs.

_—



Excluded Deferred Tax Assets

4

L

Example 2

Assuming the same scenario as
Example 1 where FY 2025 is the

transition year for the CE.

The CE generated a deferred tax
assetin FY 2023 arising from
losses attributable to additional
tax deduction for R&D
expenditure.

The additional tax deduction is

excluded from the computation
of GloBE income or loss.

The deferred tax asset was generated
between 1 Dec 2021 and 31 Dec 2024 (i.e.
the last day of a FY before the start of the
CE’s transition year), and is in respect of an
item that would not be taken into account
in computing the GloBE income or loss.

Thus, the deferred tax asset is excluded
from being taken into account when
computing the CE’s adjusted covered
taxes for FY 2025 and the subsequent FYs.

_—
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Excluded Deferred Tax Assets

* Deferred tax assets cannot be taken into account if they arise from
the following:*

A deferred tax asset arising from governmental B
Govern- arrangement concluded or amended after 30 L
mental Nov 2021, where the arrangement makes occurrence
arrangement available tax credit or other tax relief that does is between 1
not arise independently of such arrangement.? > Dec2021
. A deferred tax asset arising from elections or ?:: before
SE (I oLIAd\Y/M choices made (or modified) by a CE that "
election retrospectively change the taxable income transition
attributable to a transaction.” N JsEll

# The deferred tax expense attributable to the reversal of a deferred tax asset arising under a governmental
arrangement or retrospective election may be taken into account to a limited extent during the applicable grace
period, which covers the FYs beginning on or after 1 Jan 2024 and before 1 Jan 2026 but not including a FY that
ends after 30 Jun 2027 - refer to Slide 30 for details.

*Regulation 91(1)(b) of the MMT Regulations. 27 -



Excluded Deferred Tax Assets

* Deferred tax assets cannot be taken into account if they arise from
the following (continued):*

A deferred tax asset attributable to a loss occurring before the fifth FY
e preceding the FY in which a CIT was introduced in a jurisdiction that did not
Pre-existing have a CIT before 1 Dec 2021.

losses

*Regulation 91(1)(c) of the MMT Regulations.




Excluded Deferred Tax Assets [/ Deferred A

Tax Liabilities

 Deferred tax assets or deferred tax liabilities cannot be taken into
account if they arise from the following:*

A deferred tax asset or deferred tax liability arising between 1 Dec 2021 and the
last day of a FY before the transition year, where it arises from differences
enacted CIT between the carrying value of an asset or liability in the financial accounts and

- g its tax base under newly enacted CIT legislation in a jurisdiction that did not
legISlatlon have a CIT before 1 Dec 2021.%

Newly

# The deferred tax expense attributable to the reversal of a deferred tax asset arising from the enactment of a new CIT
legislation may be taken into account to a limited extent during the applicable grace period, which covers the FYs
beginning on or after 1 Jan 2025 and before 1 Jan 2027 but not including a FY that ends after 30 Jun 2028 - refer
to Slide 30 for details.

*Regulation 91(2) of the MMT Regulations. 29 -



Excluded Deferred Tax Assets

Grace period exception for deferred tax assets under regulations

91(1)(b) and 91(2) of the MMT Regulations

« Adeferred tax expense attributable to the reversal of a deferred tax asset
arising under a governmental arrangement, retrospective election or
enactment of a new CIT legislation may be taken into account to a limited
extent if both of these criteria are met:*

1. theeventorlaw that givesrise to the deferred tax asset occurred or came into force on
or before 18 Nov 2024; and

2. thedeferred tax assetis reversed for a FY in the applicable grace period.
" Total amount ) Sum of 20% of the value of each
deferred tax asset (as first reflected or
disclosed in the CE’s financial
expense that accounts, and taken into account at
may be taken the lower of the minimum rate and the

\_ Intoaccount ) applicable domestic tax rate)
*Regulations 91(3) to 91(5) of the MMT Regulations.

Deferred tax expense
included in the CE’s
adjusted covered taxes
or simplified income tax
expense for a previous FY

of deferred tax




Excluded Deferred Tax Assets

4

Example 3

Assuming the same scenario as
Example 1 where FY 2025 is the

transition year for the CE.

On 31 Dec 2023, the CE made an
election that retrospectively
changed the taxable income
attributable to a transaction, and

generated in FY 2023.

The deferred tax asset was
reversed in FY 2025.

a deferred tax asset was

AUTHO!
OF SINGAPORE

The deferred tax asset was generated
between 1 Dec 2021 and 31 Dec 2024 (i.e.
the last day of a FY before the start of the
CE’s transition year), and arises from
making an election that changed its taxable
income retrospectively.

However, an applicable grace period
applies that allows the CE to take into
account up to 20% of the value of the
deferred tax asset originally recorded, as
measured at the lower of the 15%
minimum rate or applicable domestic tax
rate.

Thus, up to 20% of the deferred tax asset
can be taken into account when
computing the CE’s adjusted covered
taxes for FY 2025 and the subsequent FYs.

_—
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Value of Deferred Tax Assets and
Liabilities Arising from Transfer of Assets




Value of Deferred Tax Attributes*

 Thevalue of the deferred tax asset or deferred tax liability arising from a
transfer of assets (not being inventory) between CEs of an MNE group after 30
Nov 2021, and before the commencement of the first year that the transferor
is subject to a global minimum tax (IR, UTPR or QDMTT), must be based on
the transferor’s carrying value of the transferred assets upon the transfer.

* |fthe transferee records the transferred asset at cost in its financial accounts, the
transferee may be disallowed from taking into account any deferred tax assetin
connection with the transferred asset when computing the CE’s adjusted covered tax for
the transition year and the subsequent FYs.

* Thetransferee’s GloBE income or loss from the transfer of an asset is based

on the transferor’s carrying value of the transferred asset upon the transfer.

* Anasset transfer includes a transaction between CEs of an MNE group, and a
transaction within the same CE, that does not result in a change in the
ownership of the asset.

*Regulations 92(1), 92(2) and 92(6) of the MMT Regulations. 33 -



Value of Deferred Tax Attributes

« However, the transferee may take into account a deferred tax asset to the
extent that the transferor has paid tax in respect of the transfer of asset.”

* The transferoris considered to have “paid tax” if:

a. covered taxin relation to the transfer of assets has been paid by the transferor in any
jurisdiction, or would have been taken into account in computing the transferor’s

adjusted covered taxes had the transfer taken place after the transferor’s transition year
commenced; and

b. any loss of the transferor arising in or at the beginning of the FY in which the transfer
took place is offset against any taxable income, and a deferred tax asset attributable to
the loss would have been taken into account if not for the offset,

then:

Value of the
deferred tax | ===
asset

* Regulation 92(3) of the MMT Regulations.

Value of the deferred

Covered taxes tax asset attributable

in (a)

to the loss in (b)




Value of Deferred Tax Attributes

* Thevalue of deferred tax asset computed based on the formula set out on the
preceding slide is limited to the amount computed by the following formula:*

(

Transferor’s
carrying value
of the asset
upon transfer

\-

Value of the asset )
the transferee
based its
computation of the

covered tax y

* Where the value of deferred tax asset computed based on the formula on the
preceding slide is more than the limit computed above, then the transferee
may instead use the carrying value of the asset reflected in its financial
accounts (instead of the transferor’s carrying value) for GloBE purposes in all

subsequent years.

*Regulations 92(3) and 92(5) of the MMT Regulations.

-



Value of Deferred Tax Attributes

* Where the transition year of the transferee begins after the date of
the transfer of assets, the value of the deferred tax asset must
reflect:”

e anysubsequent capitalised expenditure incurred in respect of the assets;
and

e any amortisation and depreciation of the assets that would have been
recognised by the transferor had the transfer not occurred.

*Regulation 92(4) of the MMT Regulations. 36 -



Q Adjustments for DTT
Where There is a New

Q Transition Year




) Adjustments for the DTT

* The transition year for the DTT refreshes if a CE of an MNE group
becomes in-scope of the DTT in Singapore and, subsequently, any
CE of the MNE group in Singapore comes within the scope of a
foreign jurisdiction’s IR or UTPR for the first time.”

* When the transition year refreshes, the CE has a new transition year.

* Therefreshing of a transition year applies to a JV group separately
from the MNE group that it is connected to.

*Regulations 93(1) and 93(2) of the MMT Regulations. 38 -



New Transition Year for the DTT

Example

Subjects CEs in
UPE Singapore to the IIR from
FY 2030

2030 is the transition year for

l For the lIR in Jurisdiction C, FY
the CEs in Singapore

Jurisdiction C

Singapore

For the DTT in Singapore, the
: : transition year for the CEsin
S.SUbJeCt b e DU Lt Singapore (FY 2025) refreshes,
ingapore from FY 2025 . o
and their new transition year

is FY 2030




Adjustments for the DTT

The following adjustments to tax attributes must be made to the DTT
computation for the new transition year to reset the tax attributes:

1. The deferred tax assets and deferred tax liabilities are determined afresh at
the beginning of the new transition year, for the purpose of taking them into

account when computing the CE’s adjusted covered tax for the new transition
year and the subsequent FYs.




Adjustments for the DTT

The following adjustments to tax attributes must be made to the DTT
computation for the new transition year to reset the tax attributes
(continued):*

2. However, any deferred tax asset:

a. reflectedin the CE’s financial accounts because of a transaction entered after 30 Nov
2021 and before the beginning of the new transition year; and

b. inrespectof anitem that would not be taken into account in computing the GloBE
income or loss

cannot be taken into account in determining that CE’s adjusted covered taxes

for the new transition year and the subsequent FYs.

 The above does not apply to a deferred tax asset that is attributable to a tax
loss that gives rise to an additional current top-up amount in the prior FYs
under section 21(1) of the MMT Act, for which the DTT is payable in Singapore.

*Regulations 93(7) and 93(8) of the MMT Regulations. 41




Adjustments for the DTT

/ Example \
ASingapore CE recognises a deferred tax * Adjustment 2 (set out on the preceding

asset arising from a tax loss in FY 2025. slide) does not apply because the
e Asthe tax loss is attributable to deferred tax asset is attributable to a

permanent differences (resulting in a tax Ten O e e ST SRl
loss in excess of the GlOBE loss), an current top-up amount in the prior FYs,

additional current top-up amount arises (OFHIE §03 DT IS[PEREIN T

under section 21(1) of the MMT Act. Singapore.

* The CE, which does not elect for excess .
negative tax carried forward, pays the *  Thus, the deferred tax asset is taken
additional current top-up amount as into account in determining that CE’s
DTT in Singapore. adjusted covered taxes for the new

* Thetransition year for the CE refreshes transition year and the subsequent FYs.
in FY 2027.

_—



Adjustments for the DTT

The following adjustments to tax attributes must be made to the DTT

computation for the new transition year to reset the tax attributes
(continued):*

3. Therules on recaptured deferred tax liability provided in regulation 46(2) of
the MMT Regulations do not apply to any deferred tax liability that is taken
into account for the DTT computation and where the deferred tax liability

arises in a FY prior to the new transition year, and that is not recaptured prior
to the new transition year.

* Therules on recaptured deferred tax liability applies only to a new deferred
tax liability that is taken into account for the DTT computation, and where the
deferred tax liability arises in the new transition year or a subsequent FY.

*Regulation 93(4) of the MMT Regulations. 43 -



Adjustments for the DTT

The following adjustments to tax attributes must be made to the DTT
computation for the new transition year to reset the tax attributes
(continued):*

4. Any excess negative tax carried forward for the CE is eliminated at the
beginning of the new transition year.

5. Any amount treated as a special loss deferred tax asset under regulation
47(3)(b) of the MMT Regulations for a FY preceding the new transition year is
eliminated.

* Thefiling entity of the MNE group may make a new election for special loss
deferred tax asset from the new transition year.

*Regulations 93(3) and 93(5) of the MMT Regulations. 44 -
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The information presented in the slides aims to provide a better general understanding of taxpayers’ tax obligations and is not intended to comprehensively address all possible tax issues that may arise.
This information is correct as at the date of presentation. While every effort has been made to ensure that this information is consistent with existing law and practice, should there be any changes, IRAS
reserves the right to vary its position accordingly.
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