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IRAS CONDUCTS PUBLIC CONSULTATION 
ON OTHER BORROWING COSTS TO BE  

ALLOWED FOR INCOME TAX PURPOSES 
 
 
Drew & Napier LLC recently successfully represented a taxpayer against the 
Inland Revenue Authority of Singapore (the “IRAS”) in a landmark case 
concerning the deductibility of loan expenses such as borrowing costs, 
prepayment penalties and guarantee fees. Previously, only limited interest 
expenses were deductible. The Court of Appeal ruled in the taxpayer’s favour, 
leading to substantial tax savings for the taxpayer.  This decision was reported 
in The Business Times on 31 August 2006. 
 
Following this decision, the IRAS issued a consultation paper yesterday stating 
that it would review the rules for tax deduction of borrowing costs (other than 
interest expense) incurred in respect of borrowings where the funds are 
employed to acquire taxable income. The aim of this exercise is to review and 
assess whether tax treatment of such other borrowing costs that are akin to 
interest expense should be subject to the same tax treatment as interest 
expense.   
 
The IRAS is inviting feedback on a proposed list of other borrowing costs that 
are akin to interest expense in respect of which it would consider allowing tax 
deductions.  Such other borrowing costs include: 
 
• procurement, upfront, commitment, and prepayment fees;  
• break costs;  
• guarantee fees;  
• bank option fees (to keep interest expenses on such loans at fixed levels); 
• upfront premium paid on a swap to cap floating rate of interest on such 

loans; and  
• discount on notes/ bonds.  
 
You may view the full consultation paper at: 
http://www.iras.gov.sg/ESVPortal/resources/consultationpaperonotherborrowin
gcosts.pdf 
 
The closing date for the submission of views and comments is 22 December 
2006.  We will be submitting a response to the consultation paper.  If there are 
any other loan-related expenses which you or your company would like to see 
on the list, please feel free to contact us before 22 December 2006 and we 
would be happy to assist you in this regard.  
 
In addition, as it appears that the IRAS is seeking to revamp its deduction 
rules, this may be a good time to raise issues or concerns that you or your  

_______________________________________________ 
 

This update is only intended to provide general information. 
It is not intended to be, and should not be treated as, professional legal advice. 
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company may have relating to the deduction of expenses which have previously been disallowed. 
We would also be happy to assist you in making submissions to the IRAS in relation to the 
deductibility of such expenses. 
 
 
 
If you would like more information about this consultation paper or wish to discuss how it may 
potentially affect you or your business, please feel free to contact the lawyer that you usually deal 
with in Drew & Napier LLC, or any of the following lawyers: 
 
Teoh Lian Ee 
Director (Tax, Trusts, Estate Planning and Probate) 
DID: +65 6531 2248 
Email: lianee.teoh@drewnapier.com 
 
Stacy Choong 
Associate Director (Tax, Trusts, Estate Planning and Probate) 
DID: +65 6531 2337 
Email: stacy.choong@drewnapier.com 
 
Seah Ching Ling 
Senior Associate (Tax, Trusts, Estate Planning and Probate) 
DID: +65 6531 2389 
Email: chingling.seah@drewnapier.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The contents of this update are only intended to provide general information on the subject covered.  Nothing in this publication 
should be treated as specific professional legal advice concerning any particular business, operational or other situations with 
which you might be faced.  Drew & Napier LLC accepts no liability for, and does not guarantee the accuracy of, the information 
contained in this publication, and does not accept any liability for any loss or damage arising from any reliance thereon. 

2 

mailto:lianee.teoh@drewnapier.com
mailto:stacy.choong@drewnapier.com
mailto:chingling.seah@drewnapier.com


 

3 

OUR BUSINESS GROUPS AND PRACTICE AREAS 
 
BANKING /GENERAL FINANCE CORPORATE INSURANCE & REINSURANCE  
David Ang Gary Pryke Gary Pryke  
T +65 6531 2236 T +65 6531 4104  T +65 6531 4104 
F +65 6535 4864 F +65 6535 4864 F +65 6535 4864 
E david.ang@drewnapier.com E gary.pryke@drewnapier.com E gary.pryke@drewnapier.com  
 
BIOMEDICAL SCIENCES EMPLOYMENT & IMMIGRATION INTELLECTUAL PROPERTY  
Lim Wee Hann Indranee Rajah, SC (contentious)  Morris John (Patents)  
T +65 6531 2244 T +65 6531 4100 T +65 6531 2503 
F +65 6535 4864 F +65 6532 7149 F +65 6533 0694 
E weehann.lim@drewnapier.com E indranee.rajah@drewnapier.com E mj@drewnapier.com 
   
Tony Yeo Andrew Ong (non-contentious) Dedar Singh Gill (Trade Marks) 
T +65 6531 2512 T +65 6531 4106 T +65 6531 2507 
F +65 6220 0324 F +65 6535 4864 F +65 6533 0694 
E tony.yeo@drewnapier.com E andrew.ong@drewnapier.com E dedar.singh@drewnapier.com 
 
BUILDING & CONSTRUCTION FAMILY & MATRIMONIAL LITIGATION & DISPUTE RESOLUTION 
Tan Liam Beng Randolph Khoo Jimmy Yim, SC 
T +65 6531 4139 T +65 6531 2418 T +65 6531 2504/2505 
F +65 6533 3591 F +65 6532 7149 F +65 6533 3591 
E liambeng.tan@drewnapier.com E randolph.khoo@drewnapier.com E jimmy.yim@drewnapier.com 
  
CAPITAL MARKETS FUND MANAGEMENT & PRIVATE EQUITY PROJECT FINANCE 
Sin Boon Ann Evelyn Wee Christina Ng 
T +65 6531 2206 T +65 6531 2260 T +65 6531 2250 
F +65 6535 4864 F +65 6535 4864 F +65 6535 4864 
E boonann.sin@drewnapier.com E evelyn.wee@drewnapier.com     E christina.ng@drewnapier.com 
   
CHINA BUSINESS GROUP INFO-COMMUNICATIONS & PROPERTY 
David Chin TECHNOLOGY Chua Bee Lan 
T +86 21 6335 1628 Andrew Ong T +65 6531 2302 
F +86 21 6335 0638 T +65 6531 4106 F +65 6535 1952 
E david.chin@drewnapier.com F +65 6535 4864 E beelan.chua@drewnapier.com 
 E andrew.ong@drewnapier.com 
  SHIPPING & INTERNATIONAL TRADE 
COMPETITION LAW INSOLVENCY & REORGANISATION Ian Koh 
Andrew Ong (non-contentious) Davinder Singh, SC T +65 6531 2436 
T +65 6531 4106 T +65 6531 2402 F +65 6533 3591 
F +65 6535 4864 F +65 6532 7149 E ian.koh@drewnapier.com 
E andrew.ong@drewnapier.com E davinder.singh@drewnapier.com  
      TAX, TRUSTS, EST PLANNING & PROB. 
Lim Chong Kin (non-contentious) Sushil Nair     Teoh Lian Ee 
T +65 6531 4110 T +65 6531 2410 T +65 6531 2248 
F +65 6535 4864 F +65 6532 7149 F +65 6535 4864 
E chongkin.lim@drewnapier.com E sushil.nair@drewnapier.com E lianee.teoh@drewnapier.com 
   
Cavinder Bull (contentious) Manoj Sandrasegara TRANSNATIONAL & CROSS-BORDER 
T +65 6531 2416 T +65 6531 4156 WORK 
F +65 6533 3591 F +65 6532 7149 Christina Ng 
E cavinder.bull@drewnapier.com E manoj.sandrasegara@drewnapier.com T +65 6531 2250 
  F +65 6535 4864 
  E Christina.ng@drewnapier.com  
OTHER OFFICES 
Shanghai Office                 Drewmarks Patents & Designs       PT Drewmarks Konsultama     DrewCorp Services Pte Ltd 
#2501 Office Tower             (Malaysia) Sdn Bhd       Correspondence address:     20 Raffles Place 
Bund Center                        9th floor         20 Raffles Place     #09-01 Ocean Towers 
222 Yan An Road East        Bangunan Getah Asli (Menara)                 #17-00 Ocean Towers     Singapore 048620 
Shanghai 200002                148 Jalan Ampang                                     Singapore 048620                           ROC No. 200102492H 
China                            50450 Kuala Lumpur, Malaysia                 T +65 6531 2503/6531 2504           T +65 6531 2266 
T +86 21 6335 1628            T +603 2162 2522/2162 2529                    F +65 6533 0694                            F +65 6533 1542/6533 7649 
F +86 21 6335 0638            F +603 2162 2804                                      E ip@drewnapier.com                    E services@drewcorpservices.com 
E china@drewnapier.com   E drewmark@tm.net.my 
 
Through a joint venture with Freshfields Bruckhaus Derigner in Singapore, we have associated offices in: Amsterdam, Barcelona, Beijing, Berlin, Bratislava, 
Brussels, Budapest, Cologne, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Ho Chi Minh City, Hong Kong, London, Madrid, Milan, Moscow, Munich, New York, 
Paris, Rome, Shanghai, Tokyo, Vienna, Washington. 
 
Copyright in this publication is owned by Drew & Napier LLC. This publication may not be reproduced or transmitted in any form or by any means, in whole or in part, without prior written 
approval.  Drew & Napier LLC accepts no liability for, and does not guarantee the accuracy of information or opinion contained in this publication. This publication covers a wide range of 
topics and is not intended to be a comprehensive study of the subjects covered nor is it intended to provide legal advice. It should not be treated as a substitute for specific advice on specific 
situations. 


