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Capital Alloy ances
A B a _
$ $ $ e 17
Y2015 that the annual allowance for a van is $4,667 and the Comptroller has
] Amount claimable: od that private usage accounts for 20% of total usage. The annual
100% deduction for leasi ce to be granted as deduction against business income would be $3,734
ction for leasing 550,000 300,000 100,000 -";',f.$4 b

expenditure under s 14

A5 Integrated industrial capital allowance (1ICA)

ated industrial capital allowances (IICA) scheme has been

100% allowances under s 19A(2) 550000 300000 10pgm
’ OO
—wn following the introduction of the Integrated Investment Allowance

Total amount claimable under

File letia) eme on 17 February 2012. _

= 300% x Lower 1,800,000 ; : : .
($1,100,000 or A scheme was available to companies who locate their headquarters
($1,200,000 - $600,000)) arketing activities in Singapore while their manufacturing activities are

- 300% x Lower of 300,000  in lower-cost countries in the region.

(_$§?g’88%§6‘)5$1,200,000 the ITCA ‘incentive was introduced, capital allowances were granted
~ 300% x I:()w ¢ 1.nb or machinery that were us&;d for‘the purposes of a company’s
($200,000 or?;f 200.000 de-or business. Under the IICA incentive, \_Nl'uch ’Fook effect from 1
~$1,200,000) 2003, Singapore entities were allowed to claim capital allowances on
Total claims own plant and machinery used by their wholly owned subsidiaries
2,900,000 900,000 200,000 Singapore. The EDB is the approving agency. The incentive is for an

riod of 10 years (see Pt XIIID of the Economic Expansion Incentives
‘from Income Tax) Act (Cap 86, 2005 Ed) (the “EEIA") and 919-750).

[IA scheme which was introduced in the 2012 Budget provides an
stional allowance on top of capital allowance on fixed capital expenditure

ed for productive equipment placed overseas on approved projects. The
scheme took effect from YA 2013 for a period of five years for qualifying
tal expenditure incurred on or after 17 February 2012. The EDB will

dminister this incentive. See §19-755 for more details.

250 Relationship between capital allowances
and the renewal or replacement basis of

deduction

tion 14(1)(c) provides, inter alia, that an expense incurred for the renewal of

implement, utensil or article is deductible. In the case of plant and
chinery, a deduction for the renewal of such assets can be allowed only if
1 allowances have not previously been claimed on them.

renewal or replacement basis of deduction is not granted for the
penditure incurred to acquire the original asset. The claimant may also be
quired to prove that there is no element of improvement in the new item
lacing the old one to qualify for the full deduction. In this regard, a claim
%1' renewal deduction is generally less favourable than a claim for capital
@Gwances. In practice, the renewal deduction is therefore normally claimed
on items that do not qualify for capital allowances. These items include loose
15, implements, curtains and furnishings, moulds, uniforms and other items
that have a relatively short life. The s 14(1)(c) renewal deduction is applicable

Total claims over YA 2013, YA
2014 and YA 2015 5,300,000 5,300,000 5,300,000 QQ
>

L

18-242 Plant or machinery provided for R&D
purposes

Frop:t YA 2009, a taxpayer who is carrying on any trade or business can
capital _a]lowfmces under s 19 or 19A, subject to conditions, for ca
expenditure incurred on the provision of plant or machine;y for R
{:Jurposes; even though_ the plant or machinery is not provided for th
axpayer’s trade or business (s 19(8) and 19A(14B)). The qualifying capit
expenditure must be incurred during the basis periods for the relevgan{:p A
gfl A 200? to YA 2015) either directly by the taxpayer or by a R&D organisa
Seat carries out the qualifying activities in Singapore on the taxpayer’s beh.
e IRAS e-Tax Guide “Research and Development Tax Measures” published
on 31 October 2008 and revised on 12 December 2008 for more c[etailsp )

18-243 Plant or machinery used for dual purposes

In practice, mdiviquals are granted capital allowances in respect of the capital
Expendﬂure they incurred on the provision of plant or machinery that a

eing used for their TBP and for private purposes. The Comptroller permits d
reasonable apportionment between business and non-business use. : :

18-250
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efﬂso to assets that are used in the production of income other than inegn
Bom a TBP. Eor examplf?, a landlord who derives rental income M
10(1)(f) can claim a deduction for the cost of replacement curtains. i

98-255 Balancing allowance and charge

Known as balancing adjustments, a balancin
' : : , g allowance or a balanci
is made if any of the following events takes place (s 20(1)): -

(a) the plant or machinery ceases to belong to th i ,
e taxpa
sold, scrapped or given in part exchangge) Py e e

(b)

the trade is permanently discontinu
1 ed and the plant or inee
continues to belong to the taxpayer, or P “”E::'

(c) the plant or machinery permanently ceases to be used for the trade.

Situation (b) above applies also to a tax
payer who has been granted capita
iﬂc&winﬁes (;ee 28—241) for plant and machinery that was pro%ided fo:alg-
ertaken by him or on his behalf and i incso 8
BT ehalf and not for his trade or business {

T_'he amount of balancing adjustment depends on the unallowed expenditure
(ie the written-down value) of the plant or machinery and the sale ifxsurl ]
salv-age proceeds or compensation received by the taxpayer. Thu’s the atrlee
capital allowances made to a taxpayer will be equal to the ori inai c
whatever amount is received on the disposal of the asset. g -

Dismantling or disposal expenses

Where expenditure is incurred to dism ; '
: . antle or to dispose of plant
machinery, it should be deducted from the said receipts IJJn ca]cula{)th" tl(lh
balancing allowance or balancing charge. 5o ihe

If1 1the writtenl—down value of an asset exceeds the said receipts, a balancing‘:
]z; {)wapce arises. If _the said receipts exceed the written-down value, a
rzsfr}ctmcig tChE{gE;; arllses. The amount of balancing chaige’ is howex;erf—

ricted to the total amoun i ‘ :
reste t of capital allowances already granted on the

Application of open-market price

If a sale is made at a price lower than the open-market price, the er
has th_e power to apply the open-market l;)rice for ptll)rpos’es ofC ?:;?cztllgie;
balancing acUustments (s 20(1A)). For this purpose, “open-market pricé”
means the price that the machinery or plant would have fetched if it had been
sold in the open market at the time of the event in question (s 20(7)). |

Compensation money

The issue of whether an ex gratia payment received by a tax i

landlord to help defray the cost of relggtion of its bush’jlzess fro&a)(;ire fl_i)(ztrarii:rsl
to aqothef cou]d‘ constitute “compensation money” under s 20(3) was
examined in the Singapore Board of Review case YE v CIT (2008) SGITBR L
The facts of the case established that the sum of moneys received by the

8-255
9 © 2013 CCH Asia Pte Limited
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Allowances

or was for dismantling, transportation and reinstallation of plant and
inery as well as for the replacement of unsalvageable civil, structural and
electrical works. The taxpayer’s argument, that
cation moneys’”’ must refer to compensation moneys received for the
and not compensation for financial assistance in the relocation, was
upon by the Board. The Board, applying the rule that the words of a
act should be strictly construed, held that “compensation moneys’ in s
chould not be construed without restriction to include all moneys
ed by a taxpayer as compensa tion for any loss arising when the plant or
nery ceased to be used in a trade or business or ceased to belong to the

~nical and

taxpayer-

5
(8-260 Replacement of assets

;‘&h@re a new item of machinery or plant is acquired to replace an existing one,
md a balancing charge arises from the disposal of the latter, the taxpayer may
eieC'C to set off.the balancing charge against the cost of the new item (s 21).

‘The effects af making a s 21 election are as follows:

L,(»() ‘Wheve the balancing charge > cost of new asset

e An amount equal to the difference will be the balancing charge to be
made for the replaced asset.

e No initial, annual or balancing allowances will be made or allowed
for the new asset.

e The written-down value of the new asset is nil as an initial allowance
equal to its cost is deemed to have been granted. When the new asset
is sold, a balancing charge equal to the amount of sale proceeds, if
any (since the written-down value is nil), will occur. This balancing
charge is restricted to the cost of the new asset.

(b) Where the balancing charge < cost of new asset
e No balancing charge will be made for the replaced asset.

® The initial and annual allowances for the new asset will be computed
based on its cost after deducting the balancing charge arising on

disposal of the replaced asset.

® An initial allowance equal to the amount of balancing charge that
had arisen on disposal of the replaced asset and that had been set off
against the cost of the new asset is deemed to have been granted on
the new asset. When the new asset is sold, this will be taken into
account in calculating the balancing allowance or balancing charge.

A result of making a s 21 election is therefore to defer the balancing charge. If
the company is profitable for tax purposes, this translates to a deferral of tax
liability and an improvement in cash flow. However, the total amount of
«capital allowances granted on the eventual sale of the replacement asset will
be the same regardless of whether or nota s 21 election has been made.

===
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Capita| A

Jowances

. The
Ltd had claimed 331/3% capital allowances under s 19A
:foji- the relevant YAs would be:

» 1ts replacement cost will pe res| :
5,000 (s 21(5)).
$35,000 (s 21(5)) . w0000
18-270 Sales between persons under commop machinery 1 s (YA 2011 and YA (40,000)
g llowance
control Accelerated a
2012) 20,000
Where the buyer and seller of plant or machinery are under common _down value (20,000)
or where one has control over the other, they can make an election yp med sale price NA*
to treat the written-down value of the asset sold as the deemed sale o adiustment
sale must not be one to which the general anti-avoidance Provision of S allowance or charge is computed
applies (s 24). 3 balf;igg election. s 20,000
The consequences of a s 24 election are as follows: en-down value transferred to C Ltd in vi
® No balancing allowance or balancing charge is made on the ga 4 election "
because the sale price is deemed to be the written-down valye
asset sold (s 24(3)(a)(ii)).
® If the seller has previously claimed s 19A allowances, such allowane @] transferred from B Ltd 200
continue to be available to the buyer and not to the seller, as if p, sisa-down value
had taken place (s 24(3)(c); see al

so CIT v GE Pacific Ltd (1994) 2 Mg
7,252).

V ASS me Cap]tal allowances were Clalmed by B Ltd ul‘lder S 19. Ihe a]_[()wa.‘[lces
10

. the relevant YAs would be:
value after the election, The buyer is not granted any initial allows $ $
24(3)(b)). ;
® If the buyer subsequently sells the asset and a balancing charge asi | YA 2013 _ 60,68
the sale, the buyer is treated as having been granted the total's; in | Cost of machinery 12,000
and annual allowances made not only to him but also to the\Seller in | Less: 1A (YA 2011) 16,000 28,000
election (s 24(3)(e)). The amount of balancing charge wiil therefore ' AA (YA 2011 and YA 2012) 32,000
restricted to this total, . ‘Written-down value 132,000
From 7 November 2005, where a change occurs in a pastiiership of person Less: Deemed sale price NA*
carrying on any TBP by reason of retirement or death, or the dissolution of ‘|‘  Balancing adjustment e ey
partnership as to one or more of the partners, or the admission of a new | *No balancing allowance or charge is comp
partner, and where a s 24 election has not been made, any property of the | because of s 24 election & i ey 32,000
partnership shall be treated as if the property had been sold: ‘|\‘ Written-down value transferred to
(a) to all the remaining partners and new partners of the partnership on the i cloction $
date the change occurs, and _
; CLtd
t th = ket 2 A
(b) at the open-marke price (s 24(5)) YA 2013 . 32,000
- Written-down value transferred from B Lt
Example 18 € Ltd can claim annual allowance %f $8,000 for
A Ltd has two wholly owned subsidiaries, B Ltd and C Ltd. During the year | four years from YA 2013 to YA 2016.
2011, B Ltd transferred a piece of machinery to C Ltd. This asset was acquired by
B Ltd in 2008 at a cost of $60,000. Both companies made the election under s 24
The machinery has six years of working life under the Sixth Schedule. Assume
capital allowances were claimed under s 19.
- 18-270
18-270 © 2013 CCH Asia Pte Limited! Singapore Master Tax Guide Handbook
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Taxation of Ng '

£ Non-residents 419

913-100 Taxation of non-resident individuals

ll\lln(izsge;c;eil;tc (?::év}duals are subject to tax on all Singapore-sourced
et ;ilrix‘emg't from tax, such as interest income from g g,
e 1Cr11 ingapore (5.13(1)(t)). Foreign income recej
v resident individual is exempt from tax (s 13(7A)(a)
. citizen who is resident in a treaty

A S o . .
n-resident individual is subject to tax on Singapore-sourced inc
O]

20% (fTOm the ea
hores year of assessment (YA) 2008) except the following

TAXATION OF - ,
NON-RESIDENT INDIVIDUALS Relief for non-resident Singapore citizens

and others
clief is available to the following taxpayers with qualifying income:

Eligible taxpayer Income qualifying for relief
All Singapore-sourced income
taxable at 20%

Singapore pension income

Non-resident citizens of Singapore

Non-resident non-Singapore
citizens deriving pension income

from Singapore

Non-resident non-5ingapore All Singapore»sourced income

taxable at 20%

country which provides similar
relief to a resident of Singapore

(the Ne srlands treaty (Art 23(2)).
£0(1) and 40(4) reliefs on a qualifying non-resident individual is

fect of
uce @iﬂax payable on Singapore income to a proportionate basis as
*

O

apore income (Si : A
*wide income (Wi) % Singapore tax payable on worldwide income (T)

® mgapore emplo Hlerlt mcome 1S a d (8] 1

fz;taallge;n;??;e d.etle;r:ed to be Singapore-sourced under s 12(6) or |
is sub]'ec:c " vifi:?}:’lml g‘w—h;)w payments and rent from movable prope

) ing tax at either 15% % ' |
the tax is a final tax (s 43(3) and 43(3 AS) 5% or 10% (as the case may

s all foreign income (whether remitted or not),

jpore income subject to 20% tax and Singapore employment income
to 15% tax under s 40B. Singapore income that is subject to a final tax
15% or 10% under s 43(3), 43(3A) and 43(4)(a) is not eligible for the
(s 40(5))- Guch income and any other income exempt in Singapore are

ided from worldwide income when calculating the s 40(1) relief. In

lating the Singapore tax on worldwide income, the non-resident would

sated as if he was resi

worldwide income include

\

gains from the disposal of an
‘ y real property assessable und )
a non-resident real property trader are subject to withhol o fax lo)f(

(s 45D(1))

income deri :
o Withhoﬁl‘(rili:qedtfmm Sllc',lgapore as a non-resident professional is subject
g tax at 15% (final tax) unless an election is made (in wi

case, a 20% tax rat -fi i i
s e on a non-final basis applies) (s 43(4), 43(5) and 45F),

dent in Singapore. The non-resident can claim

onal reliefs under s 39 except for course fees (s 40(1)). The chargeable
me would be subject to the tax rates in Pt C of the Second Schedule to the

come Tax Act (Cap 134, 2008 Revised Ed) (the “Act™).

| Example 1
' ~ Albert, a Singapore citizen who is resident in Malaysia, owns a flat in Singapore.
| During the year 2012, he derived net rental income of $5,000 and his worldwide
come excluding Singapore income was $35,000. His Singapore tax liability for

incom i ;
e derived from Singapore as a non-resident public entertainer
| YA 2013 will be computed as follows:

(from 22 February 2010 to 31 M i :
10% (final tax) (sriSGA)_ arch 2015) is subject to withholding tax at

3 : s . $
ggiétéisige;tﬂﬁilgaﬁlalé are entitled to personal reliefs under s 39 (see: -'. Rental income 5,000
cesilant ifdividals & )- z(r)tam other reliefs are, however, available to non- "\ g 220% 1,000
q13-150) , eg s 40, 40A, 40B, 40C and 40D reliefs (see q13-110 to | Less: Relief under s 40(1) (456)

| Net tax payable 544
913-100 -
® 2013 CCH Asia Pte Limited. gapore Master Tax Guide Handbook ﬂ“ 3-11 0
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Taxation of Ngp. [

R oAt 1 Payer to Withhold
The relief under s 40(1) is calculated as follows: Antertainers — Clarification on Obligations to Local Pay

E i ion i from 15%) to 10%
B 1 15 June 2007). This reduction in tax rate (_ (
:ff-l;ga(;npergod is aimed at helping local organisers attract high

Singapore.
Net rental derived from Singapore (Si) Pefformances toSingap

Income derived from outside Singapore
Assessable income (Wi)
Less: Personal reliefs (say)

etary and non-monetary payments including

K recf:safdb:r:? l[)nez:fits—ym-kind provided (eg per dieml allowances,

a]lowaﬂd accommodation). As an administrative concession, the cost

f QOddanccommodation (excluding value of food) provided fo;‘ 60 days

g aalem:lar year will not be taxable. If the public entertainer paid

k. azye;ses on his own, the public entertainer is allowed to deduct
gx;eiszs from his taxable income.

" | e,
Chargeable income
Net tax thereon (Second Schedule, Pt C rates)

Proportionate tax payable on Singapore income would be:

Si ($5,000) x T ($4,350)

Wi ($40,000) = M
Relief under s 40(1) relief:

o ic entertainer, has a contract to perform in Singapore for 20
iner, .

Yf’“ngi ; Ek;h;eee I:)fe 251&0,000. She is provided with hotel agcom:rnodahon I:t

il Young pays her own airfare of $1,000. Her tax liability would be

0 a
= tax payable at non-resident rate — proportionate tax payable on Singapore folloves:
income L OQ‘ g
= $1,000 - $544 B 10,000
= $456 Fees 5 —_—
=0 Hotel accommodation provided (not taxable by concession)
Note that s 40(1) relief is given as the Singapore effective tax rate of 10.879 Hote 10,000
($4,350/$40,000) is lower than the non-resident rate of 20%. If the effective . . - (1,000)
rate exceeds 20%, the non-resident will be taxed at 20% on his Singapore ren ' Less: Airfare paid by the public entertainer (concession) Py
income. \ ! Taxable TS __a%
' Withholding tax @ 10%
I

13-120 Relief for non-resident public entertais

Non-resident public entertainers are given s 40A relief Whﬁ
t to ta a

ety
Singapore income net of allowable deductions is subjec flat rat

. P i i i tax to be borne by the
| ‘ 1e CO tract rOVideS fOl' MS Yolmg S Slngﬂp(}l:e lnqome ; : :
oNsor MS YOUIlg VVill be taxable on that beneﬁt as it constitutes income In her
’

J i e as follows:

15% or 10% depending on when the income was earned. Singap [ FHex net-of-tax amount willbe $9,000, and the ealculations &z

sourced income is generally subject to a 20% tax rate. Pub ertainers m $
stage, radio or television artistes, musicians and athletes or indivi | 9 000
exercising any profession, vocation or employment of a similar nature | Taxable income, as above 0 _’_1’000
40A(4)). |‘ . Add: ITncome tax borne by sponsor ($9,000 x 10/90) 10,000
The s 40A relief does not apply to the following income of a non-resid | Total taxable income 1,000
public entertainer (s 40A( 1)): * Withholding tax @ 10%

® any withdrawal from the non-resident’s Supplementary Retirem
Scheme (SRS) account deemed to be income subject to tax under s 10L, or

® income from the exercise of any other employment in Singapore.
Instead, the non-resident
above income (see 913-150)

Gross income derived by a non-resident public entertainer from services
performed in Singapore for the five-year period from 22 February 2010 to
March 2015 is subject to a withholding tax of 10% (s 40A(2A); s 45GA; IRA!
Tax Guide “Tax on Gross Income Derived from Singapore by Non-Reside

ublic entertainer does not qualify for s 13(6) exemption merely be;e(ljuse }i\:l
an employee by status and his visit to Singapore does not exceed 6 ’ r:lysan
 calendar year (s 13(7)). The s 13(6) exemption would apply onl?[zhl 7 asb]jC
ditional condition, his visit was substantially supported from the pu

ds of the Government of a foreign country.

public entertainer can claim s 40D relief for the

gn actors coming to Singapore in connection with the shooting }?f sce;nes
 normally not regarded as public entertainers. If their status is that o air;
ployee, any income from their employment exercised in Singapore

13-120
e

| 13-120
© 2013 CCH Asia Pte Limited. pore Master Tax Guide Handbook 1]
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Taxation of Noy 1 _ of Non-residents
deemed to be derived f ) |
rom Singa
empl : ; gapore under s 12(4 !
e s et o ket i S | $
Singapere fof ore f}fainéioag year (s 13(6)). If they exercise er:pllsl ' tmsis'
employment income is taxab aysin a year, then subject to the tax e yment income 81,000
return to report their in axable in _Smgapore and they are required ok ed income relief (assumed) (1,000)
come applicable to the period they were in Sif:' ' geable IncOMe £0,000
1“3-1 30 REI = 5 oo (Second Schedule, Pt A rates) 3,350
ief for non-resid ' Jiability (S¢ , 3,350
en
' employees payable under the resident basis is lower, Michael’s tax payable will be

A non-resident i
employee is asses i
. S i
ed to tax on income derived fron 450

40 Relief for non-resident SRS members

~resident SRS member is entitled to s 40C relief for the withdrawals he
s from his SRS account which are deemed to be income under s 10L. The
of s 40C relief is that the amount of the non-resident’s SRS withdrawals
.d incomel(the amount is 50%) is assessed at the higher of 15% flat rate

A non-resident e :
mployee is defined as an indivi
- o n individu - : p . ; :
sgt}z}:yrfnent 11:1 Singapore for such period of time ::, m]:tothas Al  applicabie resident rates. In order to claim this relief, the non-resident
of a T 0 i +9Y ¥
resident and includes an individual who is in recei}(;{’:1 (a)f lea iR ncome tx Terun
a case of a non-citizen non-

o harawals deemed income is sub

1150 Relief for non-resident deriving income
from activity as public entertainer and
employee, etc
¢ under s 40D is available to a non-resident individual who derives
ne from two or more of the following sources (ie “relevant income’’):
income derived as a public entertainer which qualifies for s 40A relief

I i : .
t ;)t(eissaa]:;i]iic:‘;)ls to him, wh1d1eyer gives a higher tax liability (S’ 40B
any deduction r; employment income net of deductible expenses b). :
subject to 20% taor Pel‘Sor‘tal rel{efs. All other Singapore-sourced 1‘.&
o s ; tax, unless it qu_ahﬁes for a reduced tax rate or j m,
23 rest income from a fixed deposit with an approved bi;i’;em

resident SRS member, the amount of SRS
ject to withholding tax of 20% (s 45E).

director. However, the ¢
S p urrent Inland R . - mj
practice is to extend the s 40B relief to a ev?ﬁi?ﬁeﬁlg:orlg O_f ;Sﬂt"lgapore (IRA
ful king director.

I_l .
e;ell?cri{isg;c:ﬁ t;irifore' 5 40B relief applies to a non-resident individ
days (nolisi P C'lJYI_nent mn Singapore for a period between 61 d idual w
i ot o \tfe) uring the calendar year. The reason is that haYS and 18
employment ﬁxsgg?peofgf%ipé%rz employl’ment income if he had eieﬁ?ﬁeﬂ,%\
b i k . ; ays or less, and hi s

e a resident in Singapore if that period is 183 dayg xoglgr:?zsqu?lig

92-610).
The s 40B relief 1 .
employess (& 40% ( Sies not apply to the following income, &f dnon-re ‘@ Singapore employment income, and
' '@ withdrawals from his SRS account.
onate tax on each of these types of

e effect of s 40D relief is that the proporti
come is reduced to the 15% tax rate but the tax payable on Singapore

ployment income and the SRS withdrawals cannot be less than that
yable by a resident individual under similar circumstances.

3-300 Deemed-source provisions
on 12 deems the source of the following income to be in Singapore:
) gains or profits from trading operations partly carried on by a non-
resident person in Singapore (s 12(1))
aircraft arising from the

\(b) profits of non-resident operators of ships and
outward shipment of passengers, mail, livestock and goods from

Singapore (s 12(2))

® any withdrawal from the ’
Skt & e i:)rrnployee 5 SRS account deeimed to be income

o i . g
ncome derived as a public entertainer.

Example 3

Michael is unmarried and i

Mict i a resident of the US, a non-t :

@95(%%&%?? for fnfg months in 2012. His Singapg?e I:];ty] o e g
MO0 His tax liability for YA 2013 is as follows: ployment income ey

15% flat rate basis

Employment income
Tax @ 15% 81, :
12150 (©) profits of non-resident persons in the business of cable or wireless
== ~ undertakings where such profits arise from the transmission of messages
in Singapore (s 12(3)) (see 913-850)
913-130 ]
© 2013 CCH Asia Pte Limiteth pore Master Tax Guide Handbook 1” 3-300
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. Tax Act
Incentives under the Incon under the Income
. . . ERVIEW
Qualifying Processmg Services COMPANY ..ol | ov
Insurance business

Offshore insurance OUSINESS oot -

Caheie) quarantee business ...l :100 Overview

COPUVE NSULANCE .ocsrrp oo ’ announced

........... WS : sCheH‘leS were X

Insurance tax incentive L .1 enhancements to the Evdging, tax ‘{‘Cﬁgtﬁnemems to the Financial
Finance and Treasury Centre 013 Budget. These initiatives inc L:he continued growth of financial

Finance and Treasury Centre o A L or Incentive (FSI) scheme to encourage
Approved venture company ¥

Approved venture company

. activities in Singapore.
............................................... t .
A prov ol vadngcompany scheme, which will expirg on 31 De;cegr;beDreCZS;Sb’(;x;gf; j?’he sF e
Approved global trading COMPANY wotrrrrerrsssssissronsor A B (F1.15)), is extended for five years to
E-commerce |
Approved cyber trader

i tended. The existing
i i ch 2013 and will not be ext ting
: WIHIGTPIEE: ()f;z:chmagr activities will be incentivised under the
Slifying Isla
.ardgTier (FSI-ST) award.

Maritime sector

Maritime Sector Incentive (Ms)
Approved Internati
i i s 9
Maritime Finance L
Ship brokers and Forward F
bt A
Ship management SEIVICES vt isrmsemesmn
Event organisers
Event N
Holding companies '
Approved holding OMPANY ovsirvrsrensrssssssansensrssnessns L
International arbitration
International Arbitration Tax Incentiv................... . . ¥18-970
Not-for-profit
Tax exemption scheme for not-for-profit
organisations (NPOs)

L - . ial instruments will be
..................................................... .. 918-980 'd) the range of incentivised activities and financial instr
Investment holding 2 \
Family-owned inve

T ’

awards.
........................................................................................ 1118-985
Business trusts
Provision of Management services to business trusts
Corporate amalgamations
Tax framework for faci ,
Y NIANIONS ot 118-995
Merger and acquisition (M&A) allowance and |
stamp duty remission for qualifying M&A deals ..., 118-996
Tax deduction for ANGEI INVESTOLS .covvrreervressceroorr o 118-997
Aviation sector

Aircraft leasing scheme

& P P ’ d. S
LHE ’

ivati SI-DM
five separate subawards under the FSI-Derivatives Market (F )
% ve :
‘tzlrﬁl ll)e merged to form a single FSI-DM award
l ards
-Equity Market (FSI-EM) aw
( FSI-BM) and FSI-Equity
| th%lisf}ﬁg?;ex(a)r};e:ng a single FSI-Capital Markets (FSI-CM) award
wi

i ically to
i 1 be granted automatic
) t i ing tax (WHT) exemption wi : cally to
ll' the' WIthho}?]glge FSIEHeadquarter (FSI—HQ) Services awa}rdso;ward oot
TEClpleg’: ?nade during the period of their FSI-HQ Service
3
ziyamlifying loans with effect from 25 February 2013

stment holding companies

g W d-
] y

itati June 2013,
lltatlng corporate

918-110 Types of incentives and eligible taxpayers

i i ined in the Income Tax Act
Thi i of the incentives contame‘ i corne .
1(13:25 C?;f tgi)gga}ge;;g; Sgil; e(l;he “Act”) and its subsxc%;ry ligiilgzgﬁ. fr];) [s

4 ; f taxpayers are either e L

i i i lected group o P oo
l}flcentlv?:xg:)\;e;)tgtﬁ :ﬁ zcredti:ed concessionary tax rate of usually 10%
income
5%.

18-110
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Incentives under the Incor

The following table
incentives subject t

gives the relevant sections of the Act for the di¢e.
O concessionary tax rate(s) as well as the corp

Regulations:
Section Tax incentive Reoulg ;-;’;
43A Asian Currency Unit, fund manager and 4,5183/2
securities company 735 /2005
43B Non-resident shipowner or charterer or air -3
transport undertaking '
43C Insurance and reinsurance business 25,26, 27, o
43D Singapore Exchange or its subsidiaries 16, S 639 ['f,
43E Headquarters company 6 - 18
43F Oil trading company 15, 8
43G Finance and Treasury Centre 18 o
43H International commodity trading 14 o
431 Offshore leasing of machinery and plant S 566/2008
43] Trustee company o1 _
43K Commodity future exchanges S '3»16/20(]§TI
43N Income derived from debt securities 32
430 Cyber trading 33
43P Global trading company S 204/2003;
43Q Financial sector incentive company S735/2005
43R Provision of processing services to financial 5348/2005
institutions
43S Commodity derivatives trading company S 672/2005
43T Securities lending or repurchase company S 259/200¢.
43U Event company A=\ \'
43V Clearing member of Singapore clearing house 5.96/2007
43W Shipping investment manager - 5696/2010
43X Singapore resident beneficiary of a trust A ==
43Y Aircraft leasing company S 566,/2008
437 Aircraft investment manager S5 565/2008
437A Container investment enterprise —
437B Container investment manager 5 697/2010
43ZC Approved insurance brokers 5136/2009
437D Income derived from managing qualifying 5155/2009
registered business trust or company
437ZE Ship broker and forward freight agreement ==
trader
437F Shipping-related support services 54/2012 J
* Regulations refer to the legislation number assigned to the Regulations, eg Income
Tax (Concessionary Rate of Tax or Exemption for Income Derived from Debt Securities)
Regulations is Regulation (Rg) 32. Where there is no regulation number assigned, the
|_gazette number is shown, eg S 637/2003.

T118-110
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- under the Income Tax Act

20 Ascertaining exempt or concessionary
~ income

. . i1
entioned sections of the Act or the Regulations Er‘owdet lthe detai
E i i e for each incentive.
,rmini t or concessionary incom
srmining the exemp

| ing i e
st incentives mentioned in this chapter, the following items ail;)nvzzge
st ﬁct must be deducted in ascertaining the exempt .msom:).o
e tt1;13(—3 to tax at the concessionary rate (ie concessionary income):
-

i i or
xoenses incurred in the production of the exempt income
.e-.x' i g :

_concessionary income
-Capital allowances, and

approved donations.

isi ualifying activities must be
'-'ermqre.‘ -ai?ydaﬁsze;itf 1?]?2%313 %I:lﬂ:(]: Er:elttil_-vantyRegulations. In all caseii
S QU:F Ehe capital allowances, losses and donations brought fgrwar
@edpcmm . of asse[;ssment (YAs) against the company’s assessable mcomg
i‘-rsla"g‘:rsﬁ?;; to the shareholders’ continuity test under s 37 (see Chapter
N

9-100f6). )
. ial instituti d securities
i i ' titution or an approved s
certain si ns, eg where a financial ins 1 Becu
'Fertam s;?;fi:; an? loss arising from synd;c_ated offshore L;"Edl;t Oc;;
¢ Pravﬂgiting facilities or syndicated guarantee facility, that loss can be s
e . r .
aly against future exempt income from this source.

18-130 Exempt dividends
i 1 January 2008, all
£ -t orate tax system fully in place on ‘
m:let:g ;2§£§;t20;1]: or after 1 January 2008 are tax exEn;pt in thed?‘?ilzitii gi
- . . - . et'wee‘[‘l
: - There is no requirement to dlstmgyjs
s};?ll’.cec}:fo‘::f;ksﬂe income and dividends paid out of income exempt from tax

rincome subject to concessionary tax rates.

FINANCIAL SERVICE SECTOR

918-160 Overview

i i i i r the financial service industry, an
i;;triilm;lsf}esﬁirﬁfﬁ:; ii?rr;gflirézvtis riﬁerge these incentives. The Obée(ffiwﬁ
Qf tl“;i :cheme is to encourage the development of Igllgh—grgaﬁ}; ;1;0 effegct
{'-alue-added financial activities in Singapore. The F}S]I SF S1Iemcieme itp deet
on 1 January 2004 and is regulated by the MAS. The - s Redi; Wi ot
'éxpire on 31 December 2013 (except FSI-IF), is extended for Iother five geatt
31 December 2018 (2013 Budget announcement). The -

expire on 31 March 2013 and will not be extended.

118-160
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Incentives ( ;
nder the Inge - under the Income Tax Act

8 seven tax incent
om ] January 2004

(@) Approved Bond Interm,
(b) Asian Currency Units (
(c) Approved Derivative
(d) Approved Fund Man

(e) Equity Capj
pital Market Inte .
() Operational Headqua rmediaries (ECMI) (118-400)

(8) Syndicated Offsh oo Mg
e . S 0
Facilities) (1]18—450)_re Credit and Underwriting Facilitieg

With EffECt fr . A 3 )
ifying FSI activities and criteria given in the MAS Circular FDD Cir

»;, (Details of Financial Sector Incentive (FSI) Scheme) dated 1 April 2003
; =i0duced in the paragraphs below. See Income Tax (Concessionary Ru'te of
.j‘:;‘nanciai Sector Incentive Companies) Regulations 2005 for the prescribed
ing activities and deduction of losses.

ve schemes were merged ingg theelg
e Fg)

ediaries (ABI) (118-210)
ACUs) (Y18-250)
Traders (ADT) (18-330)
agers (AFM) (418-350)

oval of qualifying base

nnounced during the 2010 Budget that with effect from 1 January 2011,
ill be removed and the concessionary tax rate of 10% under the FSI-

award will be changed in tandem to 12%. The list of qualifying activities
Jlso be updated. These changes were introduced to simplify the rules of

scheme and lower compliance costs for the financial institutions.

a

her enhancement to the liberalisation of the WHT exemption

me for banks

oroved baaks gazetted under the Act enjoy WHT exemption on interest
otherqualifying payments made to their branches or other banks outside
apore under a remission for inter-bank/ inter-branch payments granted
sr5-92(2). Banks also enjoy various WHT class exemptions on certain
sents made to non-bank non-residents relating to specific transactions (eg
ments relating to over-the-counter (OTC) financial derivatives, structured

ucts, securities lending, etc).

income derived from th
- ese categorj ivities i ;
rates of 5% or 10% as follows (Siggﬁ%,acnvmes 1s subject to concessiong

e e
11, " Ed r1et 1: llail INe tIUIiiE’S and au ﬂltlb

ed from ET activities i
; €s 18 3
not subject to any qUalli.Sfyi?qxgegazt the concessiona > facilitate access to a wider range of funding sources for their lending
ears and may bee (QBt) ( : wsiness and strengthen Singapore’s position as a regional funding centre, the

® Standard-j it granted up to 1 Y& following enhancements came into effect on 1 April 2011:
ren Jualifying activiti (a) The WHT exemption is granted on interest and other qualifying

. 1es and qoard f
Income derived from ST activis ’ payments falling within the ambit of s 12(6) made to all non-resident
persons (excluding permanent establishments (PEs) in Singapore) if the

Y tax rate of 10% \ [ AF 5 . .
assessment (YA) 201 0) cOrporate tax rate of 179, (Witl? e/fﬁ " payments are made for the purpose of their trade or business, and
' () The WHT exemption is extended to—

When a com . 7
pany transits into or app; . ) d .
: initi its fi 3 the Banking Act (Cap 19) or approved under the
comput an el G5 i (2 1t T, i sdes e Binbty At (O X oo
qualify for the 10, tax rate SS?WE?% e resulting QB fmgfuﬁttaﬁ?ﬁ? ® finance companies licensed under the Finance Companies Act (Cap
rate. The QB is baged on Wil be taxed at the normg] corporate. 108), and

e approved financial institutions licensed under the Securities and

commencement of the FSI activities,
S el the s ct Futures Act (Cap 289) that engage in lending as part of their regulated

Scheme — Dpgpire 07/2003 (Einanci 252) 1 Dge In Lep _ .
ZBOgrgiovidD:Stagbﬁ?r Implementation of anzi;;;::mg fECtor Incentive (F. activities of dealing in securities in Singapore (such as investment
P i etails on the determination of t}i C;EL (QB)) dated 17 Jul y banks).

o log companies that ' The WHT exemption covered by the enhancements also applies to:

subject to the op'F t have been granted th t
taxed at 10%. QB, ie all their Income from the quzlli:fs;iﬁgaarcctiis é‘ltge §
vities 1s

~ COmpanies with the FsJ

— Companies en
s gaged solely j
advisory services, Yy In fund management or investment

(a) payments liable to be made during the period from 1 April 2011 to 31
March 2021 on contracts which take effect before 1 April 2011, and

(b) payments liable to be made on contracts which take effect on or after 1
April 2011 to 31 March 2021.

A sunset clause with a deadline of 31 March 2021 applies for the enhanced

scope of the WHT exemption.

-HQ Services award, and
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