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Short title. 

Repeal and 
replacement 
of section 19 
of Cap. 61. 

/ 

1. This Act may be cited as the Income Tax (Amendment) (No.3) 
Act 1990. 

2. Section 19 of the Income Tax Act is hereby repealed and the 
following new section substituted therefor -

" Agreements 
purporting 
to alter 
incidence of 
tax to be 
void. 

19. (1) Every arrangement made or entered 
into, whether before or after the commence-
ment org~J~~s:t.~~h_~l1 be absolutely void as 
against the Commissioner, for income-' tax ., 
purposes, if and to the extent that, directly or 
indirectl), -:,_ .. __ _ -'.'.'--'. ' , 

(a) its purpose or effect is tax avoidance; 
or 

(b) where it has two or more purposes 
or effects, one of its purposes or 
effects (not being mereiy--in'-
incidental purpose or effect) is tax 
avoidance, whether or not any other 
·or'others of its purposes or effects 
relates to~ or --are-referable to, i 

ordinary business or family dealings, .-_._._--_._._-_ ... -. 
whether or not any person affected by that 
arrangement is a party thereto., 

- (2) ,Where an arrangement is void in 
accordance with subsection (1) ofthis section, 
the' chargeable income of any person affected 
by that arrangement shall be adjusted in such 
manner as 'the 'Commissioner considers 
appropriate ~so as to counteract any tax 
advantage. obtained by that person from or 
'under that arrangement, and without limiting 
the gerierality of the foregoing provisions of this 
subsection, the Commissioner may have regard 
to such income as, in his opinion, either -

(a) that person would have, or might be 
e.xpected to have, or would in all 
lil.ce1ihood .-p-ave, derived if that 
'arrange~ert£ hactnot -been madeor 
entered into'; or 



o 

, 

-

(b) that person would have derived if he 
had been entitled to the benefit of all 
income, or of such part thereof as 
the Commissioner considers proper, 

. derived by any other person or 
persons as a result of that 
arrangement. 

(3) Where any income is included in the 
chargeable income of any person pursuant to 
subsection (2) of -this section, "thenfor the -~". 
purposes of this Act, that income shall be"" 
deemed not to have been derived by any other 
person. 

(4) Without limiting the generality of the 
foregoing provisions of this section, where in 
any income year, any person'seils or otherwise-----
disposes of any shares in any company under 
an arrangement (being an arrangement of the 
kind referred to in subsection (1) of this section) 
under which that person receives, or is credited 
with, or there is dealt with on his behalf, any 

" consideration (whether in money'or m-oliey's---:_ 
worth) for that sale or other disposal, being 
consideration, the whole or, as the case may 
be, a part of which, in the opinion of the 
Commissioner, represents, or is equivalent to, 
or is the substitution for, any amount which, IfihaCarrangemeni 'had not been -made or----
entered into, that person would have derived 
or would derive, or might be expected to have 
derived or to derive, or in all likelihood would 
have derived or would derive, as income by way 
of dividend in that income year, or in !iny 
subsequent inc'c-me" year oryears, whether in 
one sum in any of those years or otherwise 
howsoever, an amount equal to the value of 
that part of that consideration shall be deemed 
to be dividend derived by that person in that 
first mentioned income year: 

Provided that the provisions of this 
'section shall not apply to any arrangement 
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where the main purpose was to effect the 
succession by a resident company incorporated 
for that purpose, to any business carried on by 
an individual or partnership, if such 
arrangement does no-i-directly or indirectly 
effect tax avoidance or one of its purposes or 
effect (not being merely incidental) is not tax 
avoidance. 

(5) For the purpose of this section -
"arrangement" me;;tns any contract, 

scheme, "disposition, agree-
ment, plan, or understanding 
(whether enforc·eable or 
unenforceable) including all 
steps and transactions by which 
'it is carried into effect; 

"liability" includes a potential or 
prospective liability in respect 
of future income; . 

"tax avoidance" includes -
(a) directly or indirectly 

altering the incidence of 
any income tax; 

(b) directly or indirectly 
relieving any person from 
liablity to pay income tax; 

(c) directly or indirectly 
avoiding, reducing, or 
postp"olling any-liability to" 
income tax." 
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