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1. Subject: 
 
Whether: 

 
a. The gain from a partial disposal of the investment in Company Y is a 

capital gain. 
 
 
2. Relevant background and facts: 
 
a. Company Y was incorporated by Mr and Mrs A. Together, they own 100% 

of the shares in Company Y since the date of incorporation of the company 
more than twenty years ago. 
 

b. Company Y was approached by an unrelated party who is keen to invest 
in companies in the same industry as Company Y.  

 
c. To ensure that Mr and Mrs A continue to retain management control of 

Company Y after a partial disposal of the investment in Company Y and 
as part of Company Y’s business continuity planning, Mr and Mrs A 
transferred 100% of their shares in Company Y to Company X.  

 
d. Company X is a newly incorporated company. The principal activities of 

Company X relate to those of investment holding. The investment in 
Company Y is recorded as an investment in subsidiary in Company X’s 
books and is its sole investment. 

 
e. At all material times, Mr and Mrs A are the beneficial owners of both 

Company X and Company Y. 
 

f. Shortly after the transfer-in of the shares, Company X sold a partial stake 
in Company Y to the unrelated party and made a gain on the disposal of 
investment.  

 
g. After the proposed transaction, Company X will continue to hold the 

balance of the investment and classify it as a subsidiary. Mr and Mrs A 
intend to retain management control of Company Y via their effective 
shareholding in the company. 

______________________________________________________________ 
 

3. Relevant legislative provision: 
 
a. Income Tax Act 1947 (2020 Revised Edition) – Section 10(1)   
______________________________________________________________ 
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4. The ruling: 
 

a. The gain derived by Company X from the partial disposal of the investment 
in Company Y is a capital gain and hence not taxable. 
 

b. In the event of a subsequent disposal of the remaining stake in Company 
Y by Company X, the Comptroller is not precluded from reviewing the 
specific facts and circumstances of the disposal to determine the taxability 
of any corresponding gain on the disposal. 

______________________________________________________________ 
 
5. Reason for the decision: 
 
a. Based on a consideration of the specific facts and circumstances of the 

restructuring. 
______________________________________________________________ 
 
Disclaimer 
 
The published summary of the advance ruling is for general reference only. It 
is binding only in respect of the applicant of the advance ruling and the specified 
transaction under consideration of the advance ruling. All taxpayers should 
exercise caution in relying upon the published summary of the advance ruling, 
as the Comptroller is not bound to apply the same tax treatment to a transaction 
that is similar to the specified transaction. 
 
Please note that IRAS will not update the published ruling to reflect changes in 
the tax laws or our interpretations of the tax laws. 
 


