
 

 

 

 

 

 
Key sections proposed to the 
Income Tax Act  
July 2021 

In brief 
 
The Ministry of Finance (MOF) published the draft Income Tax (Amendment) Bill 2021 (the ‘draft 
Bill’) on 11 June 2021 for public consultation.  
 
The draft Bill proposed a number of legislative amendments to the Income Tax Act, reflecting the 
measures announced in Budget 2021 as well as changes to existing tax rules as part of the 
ongoing review of Singapore’s tax system. Included therein are proposals on the appropriation of 
trading stock, the use of open-market price for certain capital allowance claims, deductions for 
certain expenses related to leases of immovable property, as well as amendments to the existing 
foreign tax credit provisions.  
 
We share our views on these proposed changes below.  Do note that the proposals have not 
been legislated.  
 
In detail 
 
Appropriation of trading stock  
 
The draft Bill proposed new sections 10P and 32A to provide the tax treatment for trading stock 
appropriated for non-trade or capital purposes and conversely for non-trade or capital assets 
appropriated as trading stock respectively.  
 
The proposed section 10P provides that the market value of the trading stock on the date of 
appropriation will be treated as income where a taxpayer carrying on a trade or business 
appropriates, on a permanent basis, any trading stock for a purpose that is not sale or disposal in 
the ordinary course of the trade or business.  
 
Section 10P(2) provides two examples of such an appropriation – (1) if the person holds or uses 
the trading stock as a capital asset; or (2) donates the trading stock.  
 
‘Market value’ of the appropriated trading stock is defined in section 10P(7) as the amount that 
would be realised if the trading stock had been sold on the open market on the date of 
appropriation, or such other value as appears reasonable to the Comptroller in circumstances 
where it is not practicable to determine the open market price. 
 



Based on the draft bill, we understand that section 10P is meant to apply prospectively from the 
Gazette date. Hence, it should be made clear in the section itself that this provision does not 
apply to an appropriation occurring before the gazette date (e.g. in the same manner as section 
33 where it is stated that the provision does not apply to arrangements made before a certain 
date). This is to avoid uncertainty as to the temporal application1 of the provision, i.e. whether it 
can apply in a future year of assessment to an appropriation occurring before the gazette date.  
 
Further, the operation of section 10P(6) should be aligned with that of section 74. The proposed 
wording in the draft Bill appears to extend the time for issuing an assessment beyond that 
specified by section 74 (since any income arising from an appropriation that has not been 
assessed accordingly in the relevant year of assessment is treated as income of the year of 
assessment in which the Comptroller subsequently concludes there is an appropriation event). 
Should the time frame for issuing the assessment in such an event extend beyond the record 
keeping period, taxpayers may no longer have any contemporaneous documentation to contest 
such an assertion from the Comptroller. 
 
Conversely, a non-trade or capital asset (the section uses the term ‘property’) becomes trading 
stock when it is held for sale or disposal in the ordinary course of trade or business under the 
proposed section 32A. The new section provides that if such property becomes a trading stock 
that is subsequently sold, its market value on the date it became trading stock is treated as the 
cost of the trading stock. Section 32A(3) clarifies that a property the sale of which results in a 
capital gain or loss will be excluded from this section.  
 
Related proposed amendments to sections 19 and 19A provide that the tax base on which capital 
allowances are computed in the case of trading stock appropriated for use as machinery of plant 
is to be capped at the lower of historical cost or market value. However, since the appropriation 
event attracts tax at market value, there is a case for suggesting that the same be taken as the 
tax cost base for the trading stock that has been appropriated for use as machinery or plant in the 
course of a trade or business. 
 
Use of open-market price for making allowances under sections 19, 19A and 19D 
 
A proposed section 19E provides that where the capital expenditure for acquiring any machinery, 
plant or IRU exceeds its open-market price, the Comptroller may treat the open market price as 
the capital expenditure for the purposes of making an allowance. If approved, this section will take 
effect from the gazette date.  
 
It is unclear why this provision is needed. The price adopted in transactions between independent 
parties should be respected as the actual outlay, whereas the arm’s length principle would apply 
in transactions between related parties. If open market value is adopted, it would introduce 
additional administrative burden for taxpayers who will have to gather additional information to 
support their transacted price is open-market price purely for taxation purposes.  
 
In the case of related party transactions, it may also give rise to difficulties of reconciling open 
market value (a term discussed in case law) with arm’s length value, as the two are not identical. 
 
Amendments to existing foreign tax credit provisions 
 
The draft Bill proposed amending section 50 (from the year of assessment 2022 onwards) to 
extend the time limit for claiming foreign tax credit (FTC) from two years to four years from the 
end of the year of assessment to which the claim relates.  
 
The draft Bill also introduced (via the proposed subsections (11) to (11B)) a requirement for 
taxpayers to notify the Comptroller within six months from the date of a downward adjustment of 
the foreign tax which results in the FTC previously allowed becoming excessive. A taxpayer who 
fails to do so will be guilty of an offence and be liable on conviction to a penalty not exceeding the 
amount of the excess FTC. This will be in addition to the additional taxes assessed due to 
reduction in the amount of FTC previously given by the Comptroller. The Comptroller may also 
compound the offence.  
 

 
1 See ABU v CIT [2015] SGCA 4 on the distinction between temporal operation and temporal application of a provision.  



 

The extension of time to claim FTC should be welcome, though it is hoped that the MOF can 
consider a longer period, say for up to a year, for taxpayers to notify the Comptroller should there 
be any adjustment of foreign tax that will result in the need to revise the FTC claim downwards. 
This will provide taxpayers and tax agents time to collate the necessary documentation from 
foreign jurisdictions and calculate the adjusted amount of foreign tax credit that is allowable. 
 
Related amendments should also be made to section 50C (the FTC pooling provision) to 
incorporate the proposed section 50(11) to (11B) for consistency in treatment between FTC and 
FTC pooling scheme. 
 
Deductions for lease expenses 
 
A new section 14ZG is proposed to provide for deduction of certain expenses related to obtaining 
or granting, renewing or extending short term leases of immovable property from the year of 
assessment 2022. These expenses include commission, legal fees, stamp duties, advertising 
expenses and such other expenditure as may be prescribed.  
 
The new section provides that no deduction is allowed on expenses incurred on:  
 
(i) any lease, or renewal or extension of a lease, for a term exceeding 3 years;  
(ii) any acquisition, grant, novation, transfer or assignment of a lease pursuant to an 
acquisition, sale, transfer or restructuring of a business; or  
(iii) any lease under a sale and leaseback arrangement. 
 
Although this provision does not apply to expenses that are already allowed under section 14, by 
expressly stating certain expenses that are currently deductible, e.g. those relating to renewal of 
leases, the proposed wording is potentially confusing. If the intent is to deny a deduction for 
expenses relating to long term leases or leases under specific scenarios, and to allow deduction 
for expenses in obtaining short term leases, it would be preferable to say so directly.  
 
It is also proposed that no deduction will be available for such expenses incurred by a company or 
a trustee of a property trust that is in the business of letting immovable properties in which it has a 
proprietary interest (other than as a legal owner) and would receive consideration if the 
proprietary interest is disposed of or transferred. It will be useful to clarify why such a measure is 
needed when this class of taxpayers is already governed by section 10E which comes with its 
own set of deduction restrictions.  
 
Concluding remarks  
 
The amendments in the draft Bill, if enacted, would give effect to the measures announced in the 
2021 Budget Statement. They also reflect the continuing tweaks to the tax system with a view to 
enhancing tax administration. As noted above, it is hoped that certain draft provisions can be 
clarified to minimise doubts on their application, and that others can be reviewed to ease 
taxpayer’s compliance. Given the recent global tax developments, it is inevitable that there will be 
further changes to Singapore’s tax system.  In this regard, the clarity of rules and ease of 
compliance are important aspects to ensure Singapore remain a competitive business location.  
 
Finally, it is important to note that the provisions in the draft Bill may change following feedback 
and they do not represent the final legislation. The MOF has stated that a summary of the main 
comments and their responses will be published in August 2021.  
  



Contact us 

If you would like to discuss any of the issues raised, please get in touch with your usual PwC 
contact or any of the individuals listed below. 

Chris Woo 

Tax Leader 
+65 9118 0811
chris.woo@pwc.com

Paul Lau 

Partner, Tax 
+65 6236 3733
paul.st.lau@pwc.com

Tan Ching Ne 

Partner, Corporate Tax 
+65 9622 9826
ching.ne.tan@pwc.com

Lennon Lee 

Partner, Financial Services Tax 
+65 8182 5220
lennon.kl.lee@pwc.com

Andrew Fairfoull 

Partner, Global Structuring 
+65 9620 7417
andrew.fairfoull@pwc.com

Kor Bing Keong 

Partner, Goods and Services 
Tax (GST) 
+65 9112 6982
bing.keong.kor@pwc.com

For further details on our industry specialists, please click here. 

© 2021 PricewaterhouseCoopers Singapore Pte Ltd. All rights reserved. This content is for general 
information purposes only, and should not be used as a substitute for consultation with professional advisors. 

https://www.pwc.com/sg/en/tax/aboutus.html

	Key sections proposed to the Income Tax Act
	July 2021
	Amendments to existing foreign tax credit provisions
	Deductions for lease expenses
	Concluding remarks



