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Section 10L of the Income Tax Act 1947 Targets Foreign-Sourced Disposable Gains

The introduction of Section 10L in the Income Tax Act 1947 marks a fundamental shift in the taxation landscape, specifically targeting foreign-sourced
disposal gains. Effective from 1 January 2024, gains resulting from the sale or disposal of foreign assets by a relevant entity, which are received or
deemed to be received in Singapore, will be treated as taxable income. The new Section 10L applies when the relevant entity lacks adequate economic
substance in Singapore or when the gains arise from the disposal of foreign intellectual property rights (IPRs).

Section 10L has been implemented to address international tax avoidance risks, particularly focusing on the non-taxation of disposal gains in the
absence of real economic activities. This reiterates Singapore's commitment to attracting and anchoring substantive economic activities within its
borders. In a parallel development, Hong Kong and Malaysia have also revised their foreign-sourced income taxation regimes, aligning with Singapore's
approach by excluding gains from the disposal of foreign assets where economic substance requirements are not met.

To provide clarity on the scope of the new taxing provision, on 8 December 2023, the Inland Revenue Authority of Singapore (IRAS) published its e-
Tax Guide - "Income Tax: Tax Treatment of Gains or Losses from the Sale of Foreign Assets." This e-Tax Guide outlines the economic substance
requirements necessary for exclusion from tax, along with specific administrative requirements and advance ruling procedures.

Key Highlights - Relevant Entities vs Excluded Entities

Relevant Entities Section 10L applies to entities within consolidated multinational entities
(MNEs)
e if one of the entities is incorporated, registered or established in
another jurisdiction, or
e if at least one entity has a place of business outside Singapore.

Domestic groups and standalone entities, however, are excluded.
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Key Highlights - Relevant Entities vs Excluded Entities

Excluded Entities Entities excluded from Section 10L are those with adequate economic
substance, whose operations are managed and performed in Singapore.

Factors considered for exclusion include the number and qualifications of
employees, the amount of business expenditure, as well as the location
and decision-maker responsible for key business decisions.

Adequacy of Economic Substance
The e-Tax Guide outlines the economic substance considerations applicable to specific industries, including holding, headquarters and fund
management companies.

However, there are currently no prescribed minimum thresholds to assess the adequacy of economic substance. This creates a level of uncertainty for
businesses navigating these tax changes.

Advance Ruling
To mitigate this uncertainty, businesses can seek advance rulings from the IRAS on the adequacy of their economic substance, particularly when
anticipating the sale or disposal of foreign assets within a year.

The validity of such rulings extends up to five years of assessment, covering subsequent disposals within this period, provided there are no changes in
relevant facts, representations, tax laws or IRAS interpretations.

Administrative Requirements

For streamlined compliance, the e-Tax Guide outlines specific information businesses must include in their tax computations when submitting annual
income tax returns. This is primarily aimed at facilitating the tracking of unremitted gains, utilisation of losses, allowable expenses, and information
related to economic substance in Singapore.

Additionally, the e-Tax Guide specifies the records and supporting documents the businesses are required to maintain, such as sales proceeds,
historical costs of foreign assets, and foreign tax paid, etc.
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Key Takeaway
The introduction of Section 10L marks a paradigm shift in Singapore's taxation framework, specifically targeting foreign-sourced disposal gains. To
navigate the tax changes more effectively, businesses are encouraged to proactively assess their investment structures, business operations and

divestment plans.

References
You can find out more at https://www.iras.gov.sg/media/docs/default-source/e-tax/tax-treatment-of-gains-or-losses-from-the-sale-of-foreign-

assets.pdf?sfvrsn=a0e0458b 7.
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Disclaimer
This report has been prepared for general informational purposes only. Whilst every effort has been made to ensure accuracy, Boardroom Group (“Boardroom”) will

accept no responsibility for errors and omissions howsoever caused. The information should not be relied on as professional advice and should not be regarded as a
substitute for detailed advice in individual circumstances where the services of a competent professional adviser should be sought. No warranty, express or implied,
is given as to the report’s accuracy, completeness or fitness for a particular purpose. Legal restrictions may apply to the distribution of information regarding certain
Boardroom services in some jurisdictions. This report is not intended for the use of persons located in those jurisdictions to which the abovementioned restrictions
apply. It is the responsibility of those accessing this report to ensure that they are aware of all relevant restrictions that apply to them.



How we can help

Embracing a client-centric approach, our Regional Tax Team is committed to
delivering strategic tax and transfer pricing solutions, ensuring compliance
and maximising opportunities for our clients across diverse tax jurisdictions.

Contact us! We look forward to assisting you in navigating the complexities

of taxation in today’s dynamic business landscape, driving financial success
and building lasting partnerships.
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About BoardRoom

BoardRoom is Asia Pacific’s leader in Corporate
and Advisory Services with a strong and
reputable 50-year track record. Headquartered
in Singapore we are ranked amongst Forbes
Asia's Top 200 Companies under a Billion. With
our strong presence in the region, and a direct
office presence in Singapore, Malaysia, Hong
Kong, China and Australia, we are well positioned
to support you.

Our smart business solution suite comprises of
the following services:

Global Tax & O@ Regional
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Corporate S ESG
Secretarial @ Services

Share e Employee
Registry 9 Share Plans

Get in touch with us today to take
your business further, faster.

Scan to learn more about our services.




