Singapore Budget 2017 Commentary
Today. Tomorrow. Together.
A budget for the future of Singapore

Common abbreviations
%(36

CFE
CPF
EDB
GDP
GST
ITA
IRAS
IPC
IPR
IE Singapore
M&A
MoF
MoM
MAS
MNC
%
PE
PIC
R&D
$
SGX
SPR
SME
VAT
WHT
YA

2

 %DVH(URVLRQDQG3URȴW6KLIWLQJ
: Committee on the Future Economy
: Central Provident Fund
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: Inland Revenue Authority of Singapore
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: Research and Development
: Singapore Dollar
: Singapore Stock Exchange
: Singapore Permanent Resident
: Small and Medium Enterprise
: Value Added Tax
: Withholding Tax
: Year of Assessment
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Foreword
Greetings from your tax team at Deloitte Singapore.
The Finance Minister, Mr Heng Swee Keat, presented the Budget Statement on 20 February 2017.
With Budget 2017 and its focus on digitalisation, innovation and internationalisation, the Government is focusing on building
deep partnerships and developing strong capabilities to help our businesses and society re-position for the future.
Coming on the back of a report issued by the CFE outlining long-term strategies to maximise the chances of Singapore’s
success, there was a general expectation that Budget 2017 would contain ‘big-bang’ tax policies to address the challenges
ahead. However, from a tax perspective, Budget 2017 is arguably a muted one.
The most notable tax change appears to be the introduction of a ‘BEPS-compliant’ patent box regime that incentivises income
from the exploitation of intellectual property. In addition, several tax incentives and measures deemed important to Singapore,
including the Global Trader Programme, have either been enhanced or extended. Modest tax rebates were also announced for
both corporate and personal income taxes.
Most of the measures in Budget 2017 were introduced in response to the economic strategies highlighted by the CFE. These
range from the SMEs Go Digital Programme where SMEs are given advice on the technologies to use at each stage of their
growth, to the establishment of a Global Innovation Alliance for Singaporeans to gain overseas experience, build networks and
collaborate with their counterparts in other innovative cities.
Our readers will realise that a common theme across the various announcements is the provision of highly-targeted assistance
to businesses, in some instances ‘hand-holding’ them so as to provide that vital boost in the innovation value-chain. With the
authorities repeatedly stressing that not all businesses will survive as the economy restructures into one that is value-creating,
the days of broad-based tax schemes to drive productivity and innovation may be well and truly over.
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A very welcome inclusion in Budget 2017, is the multi-faceted measures introduced by the authorities to address climate
change. Rising sea levels caused by increased temperatures pose an existential threat to Singapore’s survival. With this in mind,
the Government has announced the likely introduction of a tax on carbon emissions. Taxes on diesel, regarded as a highly
pollutive fuel, will also be restructured to a volume-based duty to encourage users to reduce diesel consumption.
Finally, the Finance Minister cautioned that rising expenditure in the longer term, especially in healthcare and infrastructure,
will require the Government to raise revenue through new taxes or increases to existing tax rates. In addition to the
DIRUHPHQWLRQHGȆFDUERQWD[ȇZHPD\VHHWKH*67EDVHEHLQJEURDGHQHGZLWKPHDVXUHVWDNHQWRHQVXUHDOHYHOSOD\LQJȴHOG
between local businesses which are GST-registered, and foreign-based ones which are not.
Budget 2017 is, however, coy on the measures that may be taken by the Government to balance the books in the long-term.
What is clear to us is that this Budget signals a clear preference by the Government to concentrate its resources on targeted
initiatives. Businesses that are quick to adapt to this ‘new normal’ and proactively take advantage of the various targeted
schemes introduced in this Budget will certainly thrive in the future economy.
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Carbon Tax
· Carbon Tax likely to be
introduced from 2019
· Tax rate of $10 and $20 per
tonne of greenhouse gas
emission

Cultural activities
Cultural Matching
Fund to be topped up
to $150 million
Industry Transformation
Programme
· Development of roadmaps for further
17 sectors to be launched within FY17
· National Productivity Fund to receive
$1 billion boost to support Industry
Transformation
Innovation
· Top up to the National Research Fund by
$500 million
· Public Sector Construction Productivity Fund
to be set up with $150 million
· $ 67$5WRH[SDQGHRUWVDQGVXSSRUW
FRPSDQLHVRYHUWKHQH[W\HDUV
· New Tech Access Initiative to be introduced
where A*STAR will provide access to
equipment, training and advice in the use of
advanced machine tools for prototyping and
testing
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Building an inclusive society
· $50 million to be set aside to support
community sports
· Additional spend on improving community
PHQWDOKHDOWKHRUWV

Corporate tax
· Cap for Corporate Income Tax rebate
enhanced to $25,000 for YA 2017
· Rebate extended to YA 2018,
equivalent of 20% of tax payable
capped at $10,000
· New IP Development Incentive
introduced, administered by the EDB
· Global Trader Programme scheme
VLPSOLȴHGZLWKWKHUHPRYDORIWKH
requirement for transactions to be
carried out only with qualifying
counterparties
· Safe harbour rules for payments
made under Cost Sharing
Agreements for R&D projects
introduced
· Aircraft Leasing Scheme extended to
31 December 2022

R&D

Global Innovation Alliance
· Innovation Academy to make
available opportunities to students
· Innovation Launchpads to be
established in selected overseas
markets
· Welcome Centres to link
innovative foreign companies with
Singapore partners to co-innovate,
test new products in Singapore,
and expand in the region

PETROL STATION

Internationalisation
· Up to $600 million in Government capital
committed for a new International
Partnership Fund, for co-investing with
6LQJDSRUHEDVHGȴUPVWRVFDOHXSDQG
internationalise
· Enhancement of Internationalisation Finance
6FKHPHVE\FDWDO\VLQJSULYDWHȴQDQFHDQG
VKDULQJULVNZLWKȴQDQFLDOLQVWLWXWLRQV

Family support
· Personal Income Tax rebate of 20% of tax
payable capped at $500 for YA 2017
· CPF housing grant increased
· Increase in GST Voucher – U-Save rebate
· 1HZRQHR*679RXFKHUȂ&DVK6SHFLDO
Payment up to $200 to be provided to lower
income household
· Extension of Service and Conservancy
charges rebate
· Infant care centres to be increased
· Annual bursaries amount increased

Water
· Water prices to increase by 30%
in 2 phases from 1 July 2017
· Water Conservation Tax on
NEWater of 10% starting from
1 July 2017

NEWater

SHOPHOUSES
Support for SMEs
· SMEs working capital loan continues to be
available for the next 2 years
· Extension of additional Special Employment Credit
up to 31 December 2019
· “SMEs Go Digital Programme” launched: SMEs to
get advice on technologies to be used during
GLHUHQWSKDVHVRIJURZWKDVVLVWDQFHDW60(
centre and new SME Technology Hub to be set up
by the Info-Communications Media Development
Authority
· SMEs ready to pilot imaging Info-Communications
and Technology solution to receive advice and
support

LIBRARY

Restructuring Diesel Taxes
· Diesel taxes restructured to a volume-based duty
at $0.10 per litre on automotive diesel, industrial
diesel and diesel component in biodiesel
· Reduction in annual Special Tax on diesel cars and
taxis by $100 and $850 respectively
· Road tax rebates for commercial diesel vehicles;
additional cash rebates for school buses
· New Vehicular Emission Scheme to replace Carbon
Emission-based Vehicular Scheme

SCHOOL

JOB
CENTRE

Lifelong Learning
· Increase wage and training
support under Career
Support Programme, the
Professional Conversion
Programme, and the Work
Trial Programme
· “Attach and Train” initiative
introduced for sectors with
good future employment
prospects
· Additional sum of up to
$26 million to be
committed from the
Lifelong Learning
Endowment Fund and the
Skills Development Fund

Support for businesses
· Special Employment Credit to continue
to provide employers with support for
the wages of older workers till 2019
· MoM to raise the re-employment age
IURPWR\HDUVZLWKHHFWIURP
1 July 2017
· Foreign worker levy increases in the
Marine and Process Sectors deferred by
1 year
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Business tax
7KH)LQDQFH0LQLVWHU WKH0LQLVWHU GHOLYHUHGKLV%XGJHW6WDWHPHQWRQ)HEUXDU\
2017. He reported that the Singapore economy grew by 2% in 2016. For 2017, with the global
economic outlook remaining uncertain, the Government expects Singapore’s GDP growth to
be between 2% to 3%.
The Minister commented that the principal focus of this year’s Budget is to develop an
innovative and connected economy, build a caring and inclusive society, and keep Singapore
a vibrant city with a quality living environment.
Corporate Income Tax rate and rebate
The Corporate Income Tax rate is currently at 17% with a partial tax exemption on a
FRPSDQ\ȇVȴUVWRIQRUPDOFKDUJHDEOHLQFRPH &Ζ 
Companies currently enjoy a 50% Corporate Income Tax rebate for YA 2016 and YA 2017,
subject to a cap of $20,000 per YA.
Proposed
No changes to the Corporate Income Tax rate and the partial tax exemption threshold were
proposed by the Minister.
Nevertheless, companies, especially SMEs, will enjoy an extension and enhancement of the
Corporate Income Tax rebate as follows:
a. 7KHUHEDWHFDSZLOOEHUDLVHGIURPWRIRU<$ ZLWKWKHUHEDWHUDWH
XQFKDQJHGDW DQG
b. The rebate will be extended for another year to YA 2018, but at a reduced rate of 20% of
tax payable and capped at $10,000.
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Í Our view
• Although there is a global trend of declining corporate tax rates, Singapore’s Corporate
Income Tax rate, at 17%, remains competitive vis-à-vis other countries in the region.
+RZHYHUZHQRWHWKDWWKH0LQLVWHUKDVFDXWLRQHGLQUHFHQW%XGJHWV LQFOXGLQJWKLV
%XGJHW WKDWWKH*RYHUQPHQWZRXOGQHHGWRUDLVHUHYHQXHWRPHHWSURMHFWHGLQFUHDVHV
LQH[SHQGLWXUHSDUWLFXODUO\LQLQIUDVWUXFWXUHDQGVRFLDOVSHQGLQJ GXHWRDQDJHLQJ
SRSXODWLRQ $VVXFKLWUHPDLQVWREHVHHQZKHWKHUWKH&RUSRUDWHΖQFRPH7D[UDWHZRXOG
remain at 17% in future.
• The increase of $5,000 in the rebate cap for YA 2017 and the extension of the rebate
WR<$ZLOOEHZHOFRPHGE\60(VDOWKRXJKWKHTXDQWXPRIWKHUHEDWHPD\QRWEH
VLJQLȴFDQWDVFRPSDUHGWRWKHULVLQJEXVLQHVVFRVWVHVSHFLDOO\LQWHUPVRIUHQWDODQG
VWDFRVWVWKDWVRPHRIWKH60(VDUHIDFLQJ3HUKDSVLQIXWXUHWKH*RYHUQPHQWFRXOG
FRQVLGHUJUDQWLQJDKLJKHUWD[H[HPSWLRQRQWKHȴUVWQRUPDO&Ζ RUHYHQIXOOWD[
H[HPSWLRQ IRUTXDOLI\LQJ60(V7KLVZLOOSURYLGHPRUHȴQDQFLDOVXSSRUWWR60(V
• 7KH&RUSRUDWHΖQFRPH7D[UHEDWHZRXOGRQO\EHQHȴWFRPSDQLHVWKDWDUHWD[SD\LQJ
In view of the weak business sentiment, perhaps an SME cash grant similar to that
introduced in YA 2011 may be more useful.
• 7KHΖ5$6KDVFODULȴHGWKHIROORZLQJ
– The Corporate Income Tax rebate is given to all companies including registered
EXVLQHVVWUXVWVQRQUHVLGHQWFRPSDQLHVWKDWLVQRWVXEMHFWWRDȴQDO:+7DQG
companies that receive income taxed at a concessionary tax rate.
– &RPSDQLHVQHHGQRWIDFWRULQWKH&RUSRUDWHΖQFRPH7D[UHEDWHZKHQȴOLQJWKHLU
HVWLPDWHGFKDUJHDEOHLQFRPHDQGLQFRPHWD[UHWXUQV )RUP&&6 DVWKHΖ5$6ZLOO
compute and allow the Corporate Income Tax rebate automatically.
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Extending the WHT exemption on payments made to non-resident non-individuals
IRUVWUXFWXUHGSURGXFWVRHUHGE\)LQDQFLDOΖQVWLWXWLRQV )ΖV
3UHVHQWO\LQFRPHIURPDVWUXFWXUHGSURGXFWRHUHGE\D)ΖDQGGHULYHGE\DQRQUHVLGHQW
QRQLQGLYLGXDOLVH[HPSWIURP:+7LIWKHFRQWUDFWIRUWKHVWUXFWXUHGSURGXFWWDNHVHHFW
GXULQJWKHSHULRGIURP-DQXDU\WR0DUFK ERWKGDWHVLQFOXVLYH RULVUHQHZHG
or extended before 1 April 2017.
Proposed
The qualifying period for the WHT exemption on payments made to non-resident nonindividuals for structured products will be extended until 31 March 2021.
All other conditions for the WHT exemption remain the same.

Í Our view
• The WHT exemption scheme was introduced in 2007 with the objective to promote
6LQJDSRUHDVDȴQDQFLDOKXEDQGVWUHQJWKHQWKHFRPSHWLWLYHQHVVRI6LQJDSRUHȇVȴQDQFLDO
sector.
• In Budget 2011, the Government had introduced a liberalised WHT exemption scheme
IRUEDQNVXQGHUZKLFKVSHFLȴHGHQWLWLHVGRQRWQHHGWRZLWKKROGWD[RQLQWHUHVW
SD\PHQWVXQGHU6HFWLRQ  RIWKHΖ7$PDGHWRQRQUHVLGHQWSHUVRQV7KHVXQVHW
clause for this scheme is 31 March 2021.
• The extension of the WHT exemption scheme is aligned with the sunset clause for the
liberalised WHT exemption scheme currently available to banks.
• The conditions to qualify for the WHT exemption scheme are relatively straightforward
and should not represent an administrative or compliance burden.
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Extending the Tax Incentive Scheme for Project and Infrastructure Finance
7KHWD[LQFHQWLYHVFKHPHFXUUHQWO\SURYLGHVWKHIROORZLQJWD[EHQHȴWV
a. ([HPSWLRQRITXDOLI\LQJLQFRPHIURPTXDOLI\LQJSURMHFWGHEWVHFXULWLHV
b. Exemption of qualifying income from qualifying infrastructure projects or assets
UHFHLYHGE\DSSURYHGHQWLWLHVOLVWHGRQWKH6*;
c. Concessionary tax rate of 10% on qualifying income derived by an approved
Infrastructure Trustee Manager or Fund Management Company from managing
qualifying SGX-listed Business Trusts or Infrastructure Funds in relation to qualifying
LQIUDVWUXFWXUHSURMHFWVRUDVVHWVDQG
d. Remission of stamp duty payable on any instrument of transfer relating to qualifying
infrastructure projects or assets to qualifying entities listed, or to be listed, on the SGX.
Currently, the tax incentive scheme is scheduled to lapse after 31 March 2017.
Proposed
The Minister has proposed to extend the tax incentive scheme for Project and Infrastructure
Finance till 31 December 2022 except that the stamp duty remission on instruments of
transfer relating to qualifying infrastructure projects or assets will be allowed to lapse after
31 March 2017. All other conditions of the tax incentive scheme will remain the same.
The MAS will release additional details of the change by May 2017.

Í Our view
• 7KHWD[LQFHQWLYHVFKHPHIRU3URMHFWDQGΖQIUDVWUXFWXUH)LQDQFHZDVȴUVWLQWURGXFHGLQ
7KHWD[LQFHQWLYHVFKHPHKDVEHHQXSGDWHGRYHUWKH\HDUVWRUHȵHFW6LQJDSRUHȇV
status as a key Project and Infrastructure Finance hub.
• 0DQ\SDUWVRI$VLD3DFLȴFDUHVWLOOXQGHUJRLQJXUEDQDQGLQIUDVWUXFWXUHGHYHORSPHQW
with ongoing need for capital investments in infrastructure. With its more developed
DQGEHWWHUUHJXODWHGȴQDQFLDODQGFDSLWDOPDUNHWV6LQJDSRUHLVZHOOSRVLWLRQHGWRSOD\D
PDMRUUROHLQȴQDQFLQJLQIUDVWUXFWXUHSURMHFWVLQWKH$VLD3DFLȴFUHJLRQ7KHH[WHQVLRQRI
LQFRPHWD[EHQHȴWVRIWKLVLQFHQWLYHVFKHPHZLOOKHOSFRQWLQXHWRGHYHORS6LQJDSRUHDV
DQLQIUDVWUXFWXUHȴQDQFLQJKXEIRUWKH$VLD3DFLȴFUHJLRQ
• Singapore stamp duty is levied on the conveyance, assignment or transfer on sale of
stock and shares in Singapore companies and foreign companies that maintain a register
in Singapore, and immovable properties in Singapore and interests therein. Under the
tax incentive scheme, stamp duty is remitted on otherwise dutiable instruments, subject
to conditions, including the condition that the qualifying project or assets must be
transferred to an entity which is listed or will be listed on the SGX.
• The stamp duty remission was intended to enable the industry to acquire a critical mass
of local assets as a base to expand overseas. As this has been achieved, the stamp duty
remission will be allowed to lapse.
• The decision to allow stamp duty remission to lapse is consistent with the decision by
the Government in 2015 to allow a similar remission on transfers of real property in
Singapore and stocks and shares of Singapore companies owning real property, to real
estate investment trusts listed, or to be listed, on the SGX, to also lapse. With the lapse
of the stamp duty remission, there will be additional costs on the transfer of qualifying
infrastructure projects or assets to qualifying entities listed, or to be listed, on the SGX.
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5HȴQLQJWKH)LQDQFHDQG7UHDVXU\&HQWUH )7& VFKHPH
The FTC scheme grants a concessionary tax rate of 8% on qualifying income derived by
approved FTCs from qualifying FTC services to approved network companies as well as
qualifying FTC activities carried out on its account with funds obtained from qualifying
sources.
Proposed
The Minister has proposed the streamlining of qualifying counterparties for certain
transactions of approved FTCs.
This will apply to new or renewal incentive awards approved on or after 21 February 2017.
The EDB will release additional details of the change by May 2017.
Ï Our view
• Currently, FTCs enjoy the concessionary tax rate on income that is derived from
qualifying services provided to its approved network companies as well as qualifying
DFWLYLWLHV HJIRUHLJQH[FKDQJHWUDQVDFWLRQVZLWKEDQNVRXWVLGH6LQJDSRUHRUSHUVRQV
who are neither residents of nor PEs in Singapore or with banks licensed under the
%DQNLQJ$FWRUPHUFKDQWEDQNVDSSURYHGXQGHUVHFWLRQRIWKH0$6$FW 
• The streamlining of qualifying counterparties should help to reduce the administrative
and compliance burden of FTCs.
• $FRQWLQXHGUHYLHZDQGUHȴQHPHQWWRWKH)7&UHJXODWLRQVLVHQFRXUDJHGWRIXUWKHU
VWUHQJWKHQ6LQJDSRUHȇVFRQWLQXHGSRVLWLRQDVDWUHDVXU\KXELQWKH$VLD3DFLȴFUHJLRQ
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(QKDQFLQJWKH*OREDO7UDGHU3URJUDPPH *73
The GTP confers a concessionary tax rate of 5% or 10% on qualifying trading income derived
by approved global trading companies from qualifying transactions. Qualifying trading
income includes income from physical trading, brokering of physical trades and derivative
trading income.
Proposed
To facilitate and encourage more trading activities in Singapore and to simplify the GTP, the
scheme will be enhanced as follows:
a. The requirement for qualifying transactions to be carried out with qualifying
counterparties will be removed. Consequently, a concessionary tax rate will be granted
to approved global trading companies on income derived from qualifying transactions
ZLWKDQ\FRXQWHUSDUW\
b. A concessionary tax rate will be granted to approved global trading companies on
physical trading income derived from transactions in which the commodity is purchased
for the purposes of consumption in Singapore or for the supply of fuel to aircraft or
YHVVHOVZLWKLQ6LQJDSRUH
c. A concessionary tax rate will be granted to approved global trading companies on
physical trading income attributable to storage in Singapore or any activity carried out
in Singapore which adds value to commodity by any physical alteration, addition or
LPSURYHPHQW LQFOXGLQJUHȴQLQJEOHQGLQJSURFHVVLQJRUEXONEUHDNLQJ DQG
d. The substantive requirement to qualify for the GTP will be increased.
7KHHQKDQFHPHQWVLQ D WR F ZLOODSSO\WRTXDOLI\LQJLQFRPHGHULYHGRQRUDIWHU)HEUXDU\
2017 by approved global trading companies from qualifying transactions.
7KHHQKDQFHPHQWLQ G ZLOODSSO\WRQHZRUUHQHZDOLQFHQWLYHDZDUGVDSSURYHGRQRUDIWHU
21 February 2017.
IE Singapore will release additional details of the change by May 2017.
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Í Our view
• Under the current GTP scheme, approved global trading companies are required to
WUDGHZLWKTXDOLI\LQJFRXQWHUSDUWLHVHJRVKRUHSDUWLHVIHOORZ*73FRPSDQLHV
companies designated with a qualifying party status.
• The GTP concessionary tax rate presently does not apply to transactions in which the
commodity is purchased for consumption in Singapore or for the supply of fuel to aircraft
or vessels within Singapore, and excludes income from local value-added activities.
• +HQFHHQKDQFHPHQWV D WR F ZLOOEHZHOFRPHGE\DSSURYHGJOREDOWUDGLQJFRPSDQLHV
DVWKHVHFKDQJHVFDQVLJQLȴFDQWO\HDVHWKHSUHVHQWDGPLQLVWUDWLYHEXUGHQLQFRPSO\LQJ
with the requirements of the GTP incentive.
• 6SHFLȴFDOO\FRPSDQLHVZLOOQRORQJHUKDYHWRWUDFNTXDOLI\LQJFRXQWHUSDUWLHVDQG
transactions, as well as segregate non-qualifying transactions for local consumption and
income from local value-added activities.
• In addition to alleviating the administrative burden, the enhancements will allow
DSSURYHGJOREDOWUDGLQJFRPSDQLHVWRHQMR\JUHDWHUWD[EHQHȴWVIURPWKHFRQFHVVLRQDU\
tax rate being applied to transactions for local consumption and income from local
value-added activities.
• Increasing substantive requirement to qualify for the GTP will raise the entry barrier
for new applicants and existing companies looking to renew their incentive awards.
In determining the new substantive requirements, IE Singapore may want to consider
competition from the region in the drive to attract global trading companies, particularly
trading incentives currently available in neighbouring countries such as Malaysia and
Thailand.
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Withdrawing the tax deduction for computer donation scheme
7RHQFRXUDJHWKHXVHRILQIRUPDWLRQWHFKQRORJ\ Ζ7 WKHΖ5$6FXUUHQWO\JUDQWVD
WD[GHGXFWLRQRQWKHGRQDWLRQRIFRPSXWHUV LQFOXGLQJFRPSXWHUKDUGZDUHVRIWZDUH
DFFHVVRULHVDQGSHULSKHUDOV E\DQ\FRPSDQ\WRSUHVFULEHGHGXFDWLRQDOUHVHDUFKRURWKHU
institutions and all IPCs in Singapore.

:LWKGUDZLQJWKH$FFHOHUDWHG'HSUHFLDWLRQ$OORZDQFHIRU(QHUJ\(ɝFLHQW
(TXLSPHQWDQG7HFKQRORJ\ $'$(((7 VFKHPH
&DSLWDOH[SHQGLWXUHLQFXUUHGIRUFHUWLȴHGHQHUJ\HɝFLHQWDQGHQHUJ\VDYLQJHTXLSPHQWPD\
qualify for an accelerated writing-down period of 1 year instead of 3 years under Section
$  RIWKHΖ7$

Proposed
The tax deduction scheme will be withdrawn after 20 February 2017 as the objective has
been achieved.

Proposed
7RVWUHDPOLQHLQFHQWLYHVWKDWSURPRWHHQHUJ\HɝFLHQF\WKH$'$(((7VFKHPHZLOOEH
withdrawn after 31 December 2017. Therefore, the ADA-EEET scheme will not be available
for equipment installed on or after 1 January 2018.

Ï Our view
• :KHQȴUVWLQWURGXFHGWKHREMHFWLYHRIWKHVFKHPHZDVWRLQFUHDVHWKHDYDLODELOLW\RI
Ζ7HTXLSPHQWWRQHHG\VWXGHQWVLQOHVVZHOORIDPLOLHVZKRPD\KDYHOLPLWHGDFFHVV
WRPRGHUQWHFKQRORJ\ΖWDOVRVRXJKWWRLPSURYHHɝFLHQF\LQDGPLQLVWUDWLRQZRUN
and increase productivity in institutions and IPCs where there was a shortage of such
equipment.
• With the advancement of IT coupled with a higher standard of living today, individuals are
exposed to technology at a younger age and are more IT-savvy as compared to the past.
The administration and management in institutions and IPCs have also been automated.
Hence, the need to receive computers as donations may not seem to be as relevant.
• Instead, businesses are now encouraged to participate actively through volunteering
activities or secondments to give back to society. This will help cultivate a caring
environment in Singapore where people can play a more active role in meeting social
needs to build a more inclusive community.

Ï Our view
• The ADA-EEET scheme was introduced in 1996 by the Government to encourage
FRPSDQLHVWRUHSODFHROGHQHUJ\FRQVXPLQJHTXLSPHQWZLWKPRUHHQHUJ\HɝFLHQWRQHV
and to invest in energy-saving equipment.
• The ADA-EEET scheme has been around for more than 20 years and is restricted to 2
categories of projects, which are:
– 5HSODFHPHQWRIPDFKLQHVDQGHTXLSPHQWZLWKPRUHHQHUJ\HɝFLHQWRQHVDQG
– ΖQVWDOODWLRQRIHQHUJ\VDYLQJHTXLSPHQWDQGGHYLFHVWKDWZRXOGUHVXOWLQVLJQLȴFDQW
energy savings.
• 2YHUWKH\HDUVQHZLQFHQWLYHVVXFKDVWKHΖQYHVWPHQW$OORZDQFHȂ(QHUJ\(ɝFLHQF\
6FKHPHDQGWKH3URGXFWLYLW\*UDQWZHUHLQWURGXFHGWRSURPRWHHQHUJ\HɝFLHQF\
• As various incentives are available to promote similar objectives, the proposed change
seeks to streamline and simplify these schemes.
• 7D[SD\HUVZKRDUHDHFWHGE\WKHSURSRVHGZLWKGUDZDOVKRXOGH[SORUHLIWKH\ZRXOGEH
eligible for the other schemes and incentives. Otherwise, they should be able to claim
the capital expenditure over a writing-down period of 3 years.
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$OORZLQJWKHDFFHOHUDWHG:ULWLQJ'RZQ$OORZDQFH :'$ IRUDFTXLVLWLRQRIΖ35VIRU
0HGLDDQG'LJLWDO(QWHUWDLQPHQW 0'( FRQWHQWVFKHPHWRODSVH
An approved MDE company or partnership could claim accelerated WDA over a period of
\HDUVIRUFDSLWDOH[SHQGLWXUHLQFXUUHGLQUHVSHFWRIΖ35VSHUWDLQLQJWRȴOPVWHOHYLVLRQ
programmes, digital animation or games, or other MDE content acquired for use in its
business, subject to approval from the EDB.
The accelerated WDA was to expire in YA 2015 but was extended for 3 years to YA 2018 in
Budget 2014.
Proposed
The accelerated WDA for the MDE content scheme is scheduled to lapse after the last day of
the basis period for YA 2018.
MDE companies or partnerships may elect to claim WDA under Section 19B over a writingdown period of 5, 10 or 15 years on qualifying capital expenditure.
Ï Our view
• To encourage MDE companies to actively exploit their IPRs from Singapore, the
DFFHOHUDWHG:'$IRUWKH0'(FRQWHQWVFKHPHZDVȴUVWLQWURGXFHGLQ%XGJHW
• The accelerated WDA has been regularly reviewed to ensure its relevance. The Minister
has now assessed that the scheme is no longer relevant, hence allowing it to lapse.
• 7KLVFKDQJHZLOOVLPSOLI\WKH6LQJDSRUHWD[UHJLPHDQGVKRXOGQRWVLJQLȴFDQWO\
compromise the Government’s focus to continue to build Singapore as an intellectual
property hub as companies will still be eligible to claim WDA, albeit over a longer life.

$OORZLQJWKHΖQWHUQDWLRQDO$UELWUDWLRQ7D[ΖQFHQWLYH Ζ$UE WRODSVH
Currently, under the incentive, an approved law practice is granted 50% tax exemption for
a period of 5 years on qualifying incremental income derived from international arbitration
cases with substantive hearings held in Singapore or which would have been heard in
Singapore if not for the case having been settled.
Proposed
As part of the Government’s regular review of tax incentives, the IArb will be allowed to lapse
after 30 June 2017.
Ï Our view
• ΖQWKH*RYHUQPHQWLGHQWLȴHGDUELWUDWLRQDVDJURZWKDUHDDQGQRZ6LQJDSRUH
is globally recognised as one of the most preferred seats of arbitration, behind only
/RQGRQDQG*HQHYD
• This did not happen by chance: it is the result of the aggressive and holistic approach
that Singapore has taken to develop the arbitration sector over the years, with the
Government supporting its development through favourable legislation and through
WKHFUHDWLRQRI0D[ZHOO&KDPEHUV WKHZRUOGȇVȴUVWLQWHJUDWHGGLVSXWHUHVROXWLRQ
FRPSOH[ &RPELQHGZLWKWKHRQJRLQJVXFFHVVRIWKH6LQJDSRUHΖQWHUQDWLRQDO$UELWUDWLRQ
Centre, the completely open regime for international commercial arbitration and the tax
incentives for arbitrators and arbitration work, Singapore is now on par with the more
WUDGLWLRQDODUELWUDWLRQMXULVGLFWLRQVRI/RQGRQ3DULV1HZ<RUNDQG+RQJ.RQJ
• 7KH0LQLVWHUKDVUHDɝUPHGWKH*RYHUQPHQWȇVFRQWLQXHGIRFXVWRGHYHORSDQG
strengthen Singapore’s arbitration landscape, including by:
– 6WUHQJWKHQLQJWKHOHJLVODWLYHIUDPHZRUN
– ([SDQGLQJ0D[ZHOO&KDPEHUVDQG
– Supporting local dispute resolution institutions and top international institutions
seeking to set up in Singapore or use Singapore as a venue for arbitration activities.
• 1RWZLWKVWDQGLQJWKHZLWKGUDZDORIWKHLQFHQWLYHLWLVEHOLHYHGWKDWIRUHLJQODZȴUPVZLOO
continue to relocate their top-tier international arbitration practitioners to Singapore.
2QHRIWKHUHDVRQVLV$VLDȇVWUHPHQGRXVJURZWKSRWHQWLDO:HDUHVHHLQJDVLJQLȴFDQW
new wave of investments and with that comes the potential for increased arbitration
DFWLYLW\LQWKH6RXWKHDVW$VLDQDQG6RXWK$VLDQHFRQRPLHV6LQJDSRUHLVRQWKHGRRUVWHS
of the world’s fastest growing region for arbitration in the years to come.
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Introducing a safe harbour rule for payments under Cost Sharing Agreements
&6$V IRU5 'SURMHFWV
Currently, taxpayers claiming a tax deduction for R&D expenditure under Section 14D of the
Ζ7$IRUSD\PHQWVPDGHXQGHUD&6$ &6$SD\PHQWV DUHVXEMHFWWRVSHFLȴFUHVWULFWLRQUXOHV
for certain categories of expenditure disallowed under Section 15 of the ITA. As such, the
breakdown of the expenditure covered by the CSA payments has to be examined so as to
exclude any disallowed expenditure.
Proposed
To ease compliance, a safe harbour rule has been proposed. Taxpayers may now opt
to claim a tax deduction under Section 14D for 75% of the CSA payments incurred for
qualifying R&D projects, instead of providing the breakdown of the expenditure covered by
the CSA payments.
The change will apply to CSA payments made on or after 21 February 2017.
The IRAS will release additional details of the change by May 2017.

Í Our view
• Taxpayers currently undertaking R&D projects under CSAs are required to identify
and exclude expenditure disallowed under Section 15 of the ITA when computing tax
GHGXFWLRQV4XLWHRIWHQVXEVWDQWLDOHRUWLVUHTXLUHGWRLGHQWLI\WKHVHGLVDOORZHGFRVWV
and in some instances, a breakdown may not be possible.
• The proposed safe harbour rule proposed should help ease the administrative
and compliance burden, and will be welcomed by taxpayers particularly where the
LGHQWLȴFDWLRQRIQRQTXDOLI\LQJFRVWVLQYROYHVDQRQHURXVSURFHVV
• &RPSDQLHVWKDWDUHDEOHWRLGHQWLI\QRQTXDOLI\LQJFRVWVZLWKPLQLPDOHRUWSDUWLFXODUO\
where these amount to less than 25% of the CSA payments, should continue with the
existing process of providing a breakdown of expenditure covered by the CSA payments.
• While this is in line with the Government’s aim of supporting companies undertaking
R&D, the proposed 75% cap on CSA payments is not as attractive as writing-down
allowances previously available under Section 19C of the ITA for approved CSA payments
for R&D activities that did not require the onerous processes currently prescribed.
• It is not mentioned in Budget 2017 how enhanced tax deductions for PIC R&D expenses
claimed under Section 14DA of the ITA for CSA payments made between 21 February
2017 and 31 December 2017 will now apply. In our view, the proposed safe harbour rule
for CSA payments should similarly apply to taxpayers claiming enhanced PIC R&D tax
deductions of up to 300%, i.e., 75% instead of 60% of CSA payments should be regarded
as qualifying expenditure for the purpose of PIC R&D tax claims as the PIC scheme is still
applicable for R&D expenses incurred until 31 December 2017.
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Extending the WHT exemption on payments for international telecommunications
VXEPDULQHFDEOHFDSDFLW\XQGHUDQΖQGHIHDVLEOH5LJKWVRI8VH Ζ58 DJUHHPHQW
Payments for international telecommunications submarine cable capacity under an IRU
DJUHHPHQWDUHFRQVLGHUHGE\WKHΖ5$6WRIDOOXQGHUWKHVFRSHRI6HFWLRQ  RIWKHΖ7$
Hence, persons making such payments to non-residents are required to withhold tax on
these payments.
However, there is currently a WHT exemption on such payments for the use of or right to
use international telecommunications submarine cable capacity under an IRU agreement.
This was introduced to encourage telecommunications operators to provide international
connectivity.
The scheme is scheduled to lapse after 27 February 2018.
Proposed
In line with the Government’s thrust to grow the digital economy and continue to be a key
KXEIRUGDWDȵRZWKH:+7H[HPSWLRQRQSD\PHQWVIRULQWHUQDWLRQDOWHOHFRPPXQLFDWLRQV
submarine cable capacity under an IRU agreement will be extended until 31 December
2023.

Í Our view
• 7KLVLVWKHVHFRQGWLPHWKDWWKH:+7H[HPSWLRQ ȴUVWLQWURGXFHGLQ KDVEHHQ
extended. This should make it less costly for telecommunications operators to provide
international connectivity.
• The extension should help ensure that Singapore remains an attractive location
for telecommunications operators to hub their network from Singapore.
7HOHFRPPXQLFDWLRQVVHUYLFHVDUHFULWLFDOWRDOOEXVLQHVVHVDQGDVLJQLȴFDQWSRUWLRQRI
the costs of many telecommunications carriers is associated with the acquisition of
international connectivity, primarily on international telecommunications submarine
cable systems.
• As Singapore looks to build strong digital capabilities especially in relation to data
acquisition and analytics under the CFE recommendations, the extension of the WHT
H[HPSWLRQLVWLPHO\DQGEHQHȴFLDO
• To provide more support for this important industry, perhaps the WHT exemption could
in the future be extended to payments made for the use of or the right to use domestic
or local onshore backhaul capacity under an IRU agreement. This will be helpful in
VLWXDWLRQVZKHUHDQRQUHVLGHQWFRPSDQ\ IRUHJWKHRVKRUHSDUHQWFRPSDQ\ HQWHUV
into a capacity swap arrangement with a Singapore local carrier and such non-resident in
WXUQFRQWUDFWVZLWKD6LQJDSRUHWD[UHVLGHQW IRUHJLWV6LQJDSRUHVXEVLGLDU\ LQUHVSHFW
of the excess domestic capacity.
• There is still a sunset clause but taxpayers will at least have some tax certainty in the
medium term.
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([WHQGLQJDQGUHȴQLQJWKH$LUFUDIW/HDVLQJ6FKHPH $/6
8QGHUWKH$/6DSSURYHGDLUFUDIWOHVVRUVDQGDLUFUDIWLQYHVWPHQWPDQDJHUVFXUUHQWO\HQMR\
WKHIROORZLQJWD[EHQHȴWV
a. Approved aircraft lessors are subject to a concessionary tax rate of 5% or 10% on
income derived from the leasing of aircraft or aircraft engines and qualifying ancillary
DFWLYLWLHVXQGHU6HFWLRQ<RIWKHΖ7$DQG
b. Approved aircraft managers are subject to a concessionary tax rate of 10% on income
derived from managing the approved aircraft lessor and qualifying activities under
Section 43Z of the ITA.
Qualifying ancillary activities under Section 43Y of the ITA include incidental income derived
IURPWKHSURYLVLRQRIȴQDQFHLQWKHDFTXLVLWLRQRIDQ\DLUFUDIWRUDLUFUDIWHQJLQHVE\DQ\
airline company.
8QGHUWKH$/6DXWRPDWLF:+7H[HPSWLRQLVDOVRJUDQWHGRQTXDOLI\LQJSD\PHQWVPDGHE\
DSSURYHGDLUFUDIWOHVVRUVWRQRQWD[UHVLGHQWV H[FOXGLQJD3(LQ6LQJDSRUH LQUHVSHFWRI
TXDOLI\LQJORDQVHQWHUHGLQWRRQRUEHIRUH0DUFKWRȴQDQFHWKHSXUFKDVHRIDLUFUDIW
DQGDLUFUDIWHQJLQHVVXEMHFWWRFHUWDLQFRQGLWLRQVEHLQJVDWLVȴHG
7KH$/6LVVFKHGXOHGWRODSVHDIWHU0DUFK
Proposed
7RFRQWLQXHWRHQFRXUDJHWKHJURZWKRIWKHDLUFUDIWOHDVLQJVHFWRULQ6LQJDSRUHWKH$/6ZLOO
EHH[WHQGHGDQGUHȴQHGDVIROORZV
a. 7KH$/6ZLOOEHH[WHQGHGWLOO'HFHPEHU
b. The scope of qualifying ancillary activities for approved aircraft lessors under Section
43Y of the ITA will be updated to cover incidental income derived from the provision of
ȴQDQFHLQWKHDFTXLVLWLRQRIDLUFUDIWRUDLUFUDIWHQJLQHVE\DQ\OHVVHHDQG
c. The concessionary tax rate on income derived from leasing of aircraft or aircraft engines
and qualifying ancillary activities will be streamlined from 5% and 10% to a single rate of 8%.

7KHUHȴQHPHQWLQ F DERYHZLOODSSO\WRQHZRUUHQHZDOLQFHQWLYHDZDUGVDSSURYHGRQRU
after 1 April 2017.
In addition, the automatic WHT exemption regime will be extended to qualifying payments
made on qualifying loans entered into on or before 31 December 2022.
The EDB will release additional details of the change by May 2017.
Ï Our view
• 7KHH[WHQVLRQDQGUHȴQHPHQWRIWKH$/6DORQJZLWKWKHH[WHQVLRQRIWKHDXWRPDWLF
WHT exemption on qualifying loan payments till 31 December 2022, are in line with the
Government’s initiatives to promote the aviation industry in Singapore. It is envisaged
WKDWWKHH[WHQVLRQDQGUHȴQHPHQWZRXOGDWWUDFWQHZDQGH[LVWLQJDLUFUDIWOHVVRUVDQG
aircraft managers to carry out and/or further entrench their aircraft leasing and related
operations in Singapore.
• 7KHVWUHDPOLQLQJRIWKHDQGWD[UDWHVLQWRDVLQJOHUDWHRIXQGHUWKHUHȴQHG
$/6UHSUHVHQWVDVLPSOLȴFDWLRQRIWKH$/6ZKLOHHQVXULQJWKDWDQ\UHYHQXHORVVE\WKH
Government from current incentive holders enjoying the 10% tax rate may be minimised
by revenue gains from other incentive holders enjoying the lower 5% tax rate. However,
it remains to be seen whether the qualifying conditions under the single tax rate regime
ZLOOEHFKDQJHGDQGKDUPRQLVHGDVGLHUHQWFRQGLWLRQVFXUUHQWO\DSSO\WRWKHDQG
LQFHQWLYHKROGHUV$GGLWLRQDOFODULȴFDWLRQVIURPWKH('%DUHDQWLFLSDWHGLQWKLV
regard.
• *LYHQWKDWWKHVWUHDPOLQLQJRIWKH$/6FRQFHVVLRQDU\WD[UDWHVWRDVLQJOHUDWHRI
will apply to new or renewals of incentive awards on or after 1 April 2017, as with any
changes made to other tax incentive awards in the past, it is expected that existing
approved aircraft lessors should continue to enjoy their respective 5% or 10%
concessionary tax rate on qualifying income derived on or after 1 April 2017 till the
end of their respective incentive award. This in turn should minimise any disruptions to
H[LVWLQJDSSURYHGDLUFUDIWOHVVRUVȇRSHUDWLRQVLQ6LQJDSRUH$GGLWLRQDOFODULȴFDWLRQVIURP
the EDB are anticipated when more details are released by May 2017.

7KHHQKDQFHPHQWIRU E DERYHZLOODSSO\WRLQFRPHGHULYHGRQRUDIWHU)HEUXDU\IRU
all incentive recipients.
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([WHQGLQJDQGUHȴQLQJWKHΖQWHJUDWHGΖQYHVWPHQW$OORZDQFH ΖΖ$ VFKHPH
ΖQWURGXFHGLQ%XGJHWWKHΖΖ$VFKHPHSURYLGHVIRUDQDOORZDQFH RQWRSRIWKHQRUPDO
FDSLWDODOORZDQFH RQDSHUFHQWDJHRIDSSURYHGȴ[HGFDSLWDOH[SHQGLWXUHWREHLQFXUUHGRQ
productive equipment that is placed outside Singapore for an approved project.
The IIA is to be granted during the period between 17 February 2012 and 28 February 2017
upon successful application to the EDB.
For the purposes of the IIA scheme, one of the qualifying requirements is that the qualifying
productive equipment has to be used by the overseas company solely to manufacture
products for the qualifying company under the approved project.
Proposed
The Minister has announced the following changes to the IIA scheme:
• The IIA scheme will be extended till 31 December 2022.
• The qualifying productive equipment may be used by the overseas company primarily
to manufacture products for the qualifying company under an approved project. This
liberalisation in the qualifying requirement will apply to expenditure incurred on a
qualifying productive equipment for a project approved on or after 21 February 2017.
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Í Our view
• The move to extend and liberalise the IIA scheme to include qualifying productive
equipment used by an overseas company primarily to manufacture products for the
Singapore taxpayer under the approved project is welcomed, as this will allow greater
ȵH[LELOLW\LQWKHXVHRIWKHHTXLSPHQW3UHYLRXVO\WKHTXDOLI\LQJSURGXFWLYHHTXLSPHQW
has to be used by the overseas company solely to manufacture products under the
DSSURYHGSURMHFWZKLFKPHDQWWKDWHTXLSPHQWXVHGIRUDQ\RWKHUSXUSRVHV HYHQLI
LQFLGHQWDOO\ ZRXOGVWULFWO\QRWTXDOLI\IRUWKHΖΖ$VFKHPH
• :LWKRXWVRXUFLQJEHLQJDNH\PHDVXUHWRGULYHFRVWHɝFLHQF\WKHOLEHUDOLVDWLRQDQG
H[WHQVLRQRIWKHΖΖ$VFKHPHVKRXOGEHQHȴWWD[SD\HUVWKDWRXWVRXUFHPDQXIDFWXULQJ
DUUDQJHPHQWVWRWKHLURYHUVHDVDɝOLDWHV&RPSDQLHVWKDWPHHWWKHFRQGLWLRQVVKRXOG
consider applying for the IIA given the liberalisation.
• However, it remains to be seen how the IRAS and taxpayers would apply the “primarily
to manufacture products” requirement for the purposes of the IIA scheme, and this may
be a point of contention between the IRAS and taxpayers. It is hoped that during the
DSSOLFDWLRQSURFHVVZLWKWKH('%WKH('%ZRXOGDJUHHRQVSHFLȴFWKUHVKROGVRULVVXH
guidance for the “primarily to manufacture products” requirement to be met.
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%DVH(URVLRQDQG3URȴW6KLIWLQJ %(36
7KH%(36SURMHFWZKLFKLVQRZ\HDUVROGLVWKHPRVWVLJQLȴFDQWFKDQJHLQWKHZRUOGRI
international tax in 50 years.
/DXQFKHGE\WKH2UJDQLVDWLRQRI(FRQRPLF&RRSHUDWLRQDQG'HYHORSPHQW 2(&' DQG
*URXSRI7ZHQW\ * FRXQWULHVLQLWLVQRZEHLQJSURJUHVVHGE\DFRDOLWLRQRI
FRXQWULHV FDOOHGWKHΖQFOXVLYH)UDPHZRUN QXPEHULQJRYHU6LQJDSRUHLVDPHPEHURI
that coalition.
1HZΖQWHOOHFWXDO3URSHUW\ Ζ3 UHJLPH
&XUUHQWO\H[LVWLQJWD[LQFHQWLYHVRHUHGE\WKH('% 3LRQHHU6HUYLFHV+HDGTXDUWHUV
LQFHQWLYHDQGWKH'HYHORSPHQWDQG([SDQVLRQΖQFHQWLYH '(Ζ 6HUYLFHV+HDGTXDUWHUV
LQFHQWLYH FRYHUΖ3LQFRPHLIVXFKLQFRPHDULVHVIURPWKHTXDOLI\LQJDFWLYLWLHVSUHVFULEHG
under each incentive.

Í Our view
• 7KHVHFKDQJHVDUHUHTXLUHGE\$FWLRQ &RXQWHULQJ+DUPIXO7D[3UDFWLFHV0RUH
(HFWLYHO\7DNLQJLQWR$FFRXQW7UDQVSDUHQF\DQG6XEVWDQFH RIWKH%(36SURMHFWZKLFK
is a minimum standard - i.e., all members of the Inclusive Framework have committed to
implement Action 5.
• It can be expected that the details to be provided by the EDB will comply with the
requirements set out in the BEPS Action 5 Report.
• 7KHΖ'ΖWREHFRPSOLDQWZLWK$FWLRQZLOOQRWDSSO\WRPDUNHWLQJLQWDQJLEOHV HJ
WUDGHPDUNV ΖQVWHDGSDWHQWVDQGVLPLODUΖ3ZLOOEHWKHIRFXVRIWKHQHZLQFHQWLYH
However, the IDI will incorporate the Action 5 “nexus approach”, which involves the use
of a formula.

Proposed
7KH0LQLVWHUKDVSURSRVHGDQHZΖ3'HYHORSPHQWΖQFHQWLYH Ζ'Ζ WRLQFHQWLYLVHLQFRPH
generated from the exploitation of IP arising from R&D activities performed by the taxpayer
in Singapore or outsourced to third parties. “IP income” will cover royalties from the licensing
RIΖ3DQG DFFRUGLQJWRDQ0R)EULHȴQJ LVDOVROLNHO\WRFRYHUHPEHGGHGUR\DOWLHVLQWKHSURȴW
derived by a supply chain principal.

• This will mean that the IDI will apply only to the extent that the relevant R&D is performed by
the taxpayer in Singapore or outsourced to third parties. Thus, the IDI will not apply to the
extent that the R&D is performed by a related party. IP income from acquired IP will also be
excluded.

Singapore will phase-out the operation of the existing Pioneer-Services/Headquarters and
DEI-Services/Headquarters incentives in regard to such IP income.

• It can also be expected that the new IDI will be in the form of a lower corporate income
WD[UDWHZKLFKFRXOGEH]HUR WKHUDWHKDVQRW\HWEHHQLQGLFDWHG 

The EDB will administer the IDI.

• Income other than IP income will likely still be covered under the Pioneer and DEI
incentives.

The relevant dates are as follows:
a. Grandfathering: existing Pioneer and DEI incentives will cover IP income until 30 June
RUXQWLOWKHUHOHYDQWDZDUGH[SLUHVZKLFKHYHURFFXUVȴUVW
b. New Pioneer and DEI incentives granted after 30 June 2017 will not cover IP income.
c. Ζ'ΖZLOOWDNHHHFWIURP-XO\

• 7
 KHVHYDULRXVFKDQJHV LHWKHQRQDSSOLFDELOLW\WRPDUNHWLQJLQWDQJLEOHVWKHOLNHO\
covering of embedded royalties, and the requirement to conduct the R&D by the
WD[SD\HULQ6LQJDSRUHRURXWVRXUFHVXFK5 'WRDWKLUGSDUW\ ZLOOLPSDFWTXLWHD
number of MNCs that currently enjoy tax incentives in Singapore.

• It should also be noted that the Action 5 “nexus approach” permits countries to provide
a 30% uplift in the relevant formula.

The EDB will release additional details by May 2017.
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Other BEPS changes
a. The Minister announced that the Government will consult with businesses on changes
to be made to the GST system, in regard to the inbound supply of digital services, in
DFFRUGDQFHZLWK%(36$FWLRQ $GGUHVVLQJWKH7D[&KDOOHQJHVRIWKH'LJLWDO(FRQRP\ 
Please refer to the Indirect Tax section for additional details.
b. The Minister also made reference during his Budget speech that the Government is
ȊLQFRQVXOWDWLRQZLWKEXVLQHVVHVUHȴQLQJ>6LQJDSRUHȇV@VFKHPHVDQGLPSOHPHQWLQJWKH
UHOHYDQW>%(36@VWDQGDUGVȋ1RIXUWKHULQIRUPDWLRQLVSURYLGHG
Ï Our view
• 7KHDERYHVWDWHPHQWRQWKHUHȴQLQJRI6LQJDSRUHȇVVFKHPHVDQGLPSOHPHQWLQJWKH
relevant BEPS standards appears to go beyond the proposed changes in regard to the
Ζ'Ζ VHHDERYH ΖWVXJJHVWVWKDWFKDQJHVPLJKWQHHGWREHPDGHWRVRPHRI6LQJDSRUHȇV
other tax incentives.
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Personal tax
Personal income tax rates
In Budget 2015, the Minister had announced a more progressive personal income tax rate
VWUXFWXUHIRUUHVLGHQWLQGLYLGXDOWD[SD\HUVZLWKHHFWIURP<$

Personal income tax rebate
There was no personal income tax rebate granted to resident individual taxpayers for YA
2016.

Proposed
The Minister did not propose additional changes to the personal income tax rates.

Proposed
7KH0LQLVWHUKDVSURSRVHGWRJUDQWDRQHRSHUVRQDOLQFRPHWD[UHEDWHRIFDSSHGDW
$500, to resident individual taxpayers for YA 2017.

The personal tax rate table for YA 2017 is enclosed in Appendix D.
Ï Our view

Ï Our view

• Given that the Minister had already announced in Budget 2015 a change in the personal
LQFRPHWD[UDWHVWRWDNHHHFWIURP<$LWZDVZLWKLQH[SHFWDWLRQVWKDWQRIXUWKHU
changes to the personal income tax rates would be announced.

• The announcement of the personal income tax rebate is somewhat surprising since
SHUVRQDOLQFRPHWD[UHEDWHVGRQRWSURYLGHUHOLHIWRWKHVLJQLȴFDQWSURSRUWLRQRIWKH
population that pay little or no tax and who are the ones that generally require more
help.

• While any lowering of personal income tax rates would have been welcomed by
individual taxpayers in light of the economic downturn, this was not likely since the
LQFUHDVHLQWKHPDUJLQDOWD[UDWHVIRUWKHKLJKHULQFRPHWD[EDQGVRQO\WRRNHHFWIURP
YA 2017.

• The cap of $500 is the lowest in the history of personal income tax rebates announced
by the Government, with previous rebate caps ranging from $1,000 to $2,000.
ΖQGLYLGXDOVZKRSD\DWD[RIPRUHWKDQ WUDQVODWHGWRDQDQQXDOFKDUJHDEOH
LQFRPHRIDSSUR[LPDWHO\ ZLOOKDYHWKHLULQFRPHWD[UHEDWHVFDSSHGDW

• The personal income tax rates in Singapore remain competitive as compared to other
matured economies despite the increase in the top marginal tax rate from 20% to 22%.

• Notwithstanding the low cap, the personal income tax rebate should still provide
some welcome relief to the middle-income sandwich class given the current economic
FOLPDWHWKLVLVSUREDEO\WKHWDUJHWJURXSWKH*RYHUQPHQWLVWU\LQJWRKHOSZLWKWKH
announcement of the personal income tax rebate.
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Indirect tax
:LWKGUDZDORIWKH*677RXULVW5HIXQG6FKHPH 756 IRUWRXULVWVGHSDUWLQJE\
international cruise ship
Proposed
Due to the very low transaction volume for tourist refunds at the two cruise terminals in
Singapore, i.e., the Marina Bay Cruise Centre Singapore and the International Passenger
Terminal at Harbourfront Centre, the GST TRS will be withdrawn for tourists who are
departing from these locations. This will apply to tourist purchases made on or after
1 July 2017.
Tourists who are departing by international cruise ship from these cruise terminals will have
until 31 August 2017 to claim GST refunds on purchases made prior to 1 July 2017.
The IRAS will release additional details of the change by April 2017.
Ï Our view
• This should have limited impact on tourist spending in Singapore as the GST TRS is still
available to tourists who depart from Singapore via Changi International Airport and
6HOHWDU$LUSRUWZKHUHWKHSDVVHQJHUYROXPHLVVLJQLȴFDQWO\KLJKHU
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Cross-border supplies and GST
Proposed
The Minister announced that Singapore is studying whether changes can be made to
equalise the GST treatment of cross-border supplies of services and imports of low value
goods, in line with many other countries in the region.
Ï Our view
• 6LQJDSRUHȇVRSHQWUDGLQJPRGHOHQFRXUDJHVLQWHUQDWLRQDOWUDGHXQGHUWKHFXUUHQW*67
V\VWHPLQWHUQDWLRQDOSXUFKDVHVDUHWD[HGGLHUHQWO\IURPORFDOSXUFKDVHV)RUH[DPSOH
supplies of services purchased from a supplier based outside Singapore would not be
subject to local GST. For goods imported via post where the value is less than $400, no
GST is levied at importation.
• The BEPS Action 1 report made recommendations on how to address this mismatch.
Examples of countries that have adopted some of the recommended measures include
Japan, Korea and New Zealand. In these countries, overseas suppliers need to register
for local indirect tax, charge it on their sales of digital services to local consumers in
WKRVHFRXQWULHVDQGDFFRXQWIRUWKHWD[WRWKHORFDO*RYHUQPHQWYLDDVLPSOLȴHGLQGLUHFW
tax return. Australia has also announced changes, including the removal of the postal
import threshold such that from July 2017, imports of goods via post into Australia will be
subject to Australian GST, regardless of the value of the goods.

Singapore Budget 2017 Commentary | Indirect tax

Í Our view
• With respect to international purchases by local businesses, many countries apply a
reverse charge or impose a self-assessment requirement so that the acquiring business
calculates and then recovers the tax, subject to the normal rules of recovery.
• Singapore has a similar provision in its law, but it has never been utilised. The most
LPSDFWHGVHFWRUXQGHUWKHUHYHUVHFKDUJHZRXOGEHWKHȴQDQFLDOVHUYLFHVLQGXVWU\
which is usually unable to recover all of the GST incurred. The Government will likely
need to balance the potential revenue increase by making changes for businesses. An
unexpected increase in costs is unlikely to be welcomed.
• Singapore could look carefully at the other countries to decide what would work best for
its economy. Whichever method Singapore adopts, businesses and consumers will have
to pay more.
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Others
Introduction of volumetric diesel duty
In addition to the Road Tax for vehicles, an annual lump sum Special Tax is levied on diesel
cars and taxis regardless of the amount of diesel usage.

Table 2: Comparison of the current and proposed annual Special Tax on diesel taxis
Diesel Vehicle Type

Current treatment

Proposed treatment

Diesel taxi

• $2,550 every 6 months, or
$5,100 every year

• $2,125 every 6 months, or
$4,250 every year

The rate of Special Tax that applies takes into account the Emission Standard that the vehicle
VDWLVȴHV
Proposed
To incentivise users to reduce usage of diesel, the Minister has introduced volumetric
diesel duty of $0.10/litre on automotive diesel, industrial diesel and diesel components of
biodiesel.
Annual Special Tax on diesel cars and taxis is permanently reduced by $100 and $850
respectively:
Table 1: Comparison of the current and proposed annual Special Tax on diesel cars
SHUPRQWKV
Emission Standard

Current treatment

Proposed treatment

Pre-Euro IV compliant

• 6 times the Road Tax of an
• 6 times the Road Tax of an
equivalent petrol-driven car
equivalent petrol-driven
car, less $50

Euro IV compliant

• $0.625 per cc, subject to a
minimum payment of $625

• $0.625 per cc, less $50,
subject to a minimum
payment of $575

Euro V or JPN2009
compliant

• $0.20 per cc, subject to a
minimum payment of $200

• $0.20 per cc, less $50,
subject to a minimum
payment of $150

Businesses operating commercial diesel vehicles will be provided with a Road Tax Rebate
RYHUWKHQH[W\HDUVWRKHOSWKHPRVHWWKHDGGLWLRQDOWD[DWLRQEDVHGRQXVDJH
Table 3: Road Tax Rebate provided for commercial diesel vehicles
Year

Period

Road Tax Rebate

Year 1

1 August 2017 to 31 July 2018

100% Road Tax Rebate

Year 2

1 August 2018 to 31 July 2019

75% Road Tax Rebate

Year 3

1 August 2019 to 31 July 2020

25% Road Tax Rebate

In addition to the Road Tax Rebate, businesses operating buses to ferry school children will
be provided with annual cash rebates over the next 3 years:
Table 4: Annual Cash Rebate for businesses operating buses to ferry school
children
Period

Cash Rebate for
diesel school buses

Cash Rebate for eligible
private hire buses and
diesel excursion buses

1 August 2017 to 31 July 2018

$1,400

Up to $1,500

1 August 2018 to 31 July 2019

$700

Up to $800

1 August 2019 to 31 July 2020

$350

Up to $450

7KHHHFWLYHGDWHLVIURP)HEUXDU\
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Í Our view

Í Our view

• The introduction of the volumetric diesel duty is a major step in encouraging the usage
of cleaner emission vehicles and thereby improving air quality in Singapore.

• The introduction of VES covering other pollutants is in line with Singapore’s commitment
to the Paris Agreement to reduce emissions intensity by 36% by 2030, and complements
a number of other measures to tackle environmental pollution.

• The Special Tax reduction and Road Tax Rebate for diesel vehicles and taxis should
soften the impact of the introduction of diesel duty, but ultimately when these expire,
the increased costs will be borne by the consumer.
• The Road Tax Rebate and the 3-year cash rebates provided to businesses operating
buses to ferry school children should help defer the impact on school bus fees in the
short term.
9HKLFXODU(PLVVLRQV6FKHPH 9(6
7KH&DUERQ(PLVVLRQVEDVHG9HKLFOH6FKHPH &(96 KDVEHHQLPSOHPHQWHGVLQFH
WRHQFRXUDJHFDUEX\HUVWRFRQVLGHUORZHUFDUERQHPLVVLRQVDQGIXHOHɝFLHQF\ZKHQ
purchasing a new car or importing a used car. Under the existing scheme, rebates are
provided and surcharges are imposed based on the vehicle’s carbon dioxide emissions level.
Proposed
The Minister will extend the CEVS until 31 December 2017.

• As details on the rebates/surcharges that will be applied under VES are yet to be
announced, it is not possible to fully assess the impact on businesses and consumers at
this time.

([WHQVLRQRI(DUO\7XUQRYHU6FKHPH (76
The ETS was an initiative introduced in 2013 to encourage the early replacement of old
commercial diesel vehicles with newer models that comply with tighter emission standards.
Proposed
The ETS, which was due to expire on 31 July 2017, will be extended for 2 more years to 31
July 2019.
'HWDLOVRQWKHHQKDQFHPHQWRIWKH&HUWLȴFDWHRI(QWLWOHPHQW &2( ERQXVSHULRGIRU/LJKW
Goods Vehicles are yet to be announced, but should further promote the replacement of
older commercial vehicles with greener vehicles that meet tighter emission standards.

To further encourage car buyers to purchase cleaner and more environmentally-friendly
vehicles, the Minister will replace CEVS with VES.

Ï Our view

VES will, in addition to carbon dioxide, consider four other pollutants – nitrogen oxides,
hydrocarbons, particulate matter and carbon monoxide.

• Since the ETS implementation, 27,000 commercial diesel vehicles were replaced with
cleaner and greener vehicles. The extension of the ETS will further reduce the number of
older and more pollutive commercial diesel vehicles in Singapore.

9(6ZLOOEHLQWURGXFHGRQ-DQXDU\DQGZLOOUXQIRU\HDUV7KHHHFWLYHQHVVRIWKH
new scheme will be reviewed before it expires on 31 December 2019.

• ΖQOLQHZLWKWKHZLGHUHRUWVWRUHGXFHSROOXWLRQLQ6LQJDSRUHWKHH[WHQVLRQRIWKH(76
will encourage motor vehicle manufacturers and dealers to promote cleaner vehicles.
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ΖQWURGXFWLRQRIDWLHUHG$GGLWLRQDO5HJLVWUDWLRQ)HHV $5) VFKHPHIRUPRWRUF\FOHV
7KH$5)IRUPRWRUF\FOHVLVFXUUHQWO\DWDȵDWUDWHRIUHJDUGOHVVRIWKH2SHQ0DUNHW
9DOXH 209 RIWKHPRWRUF\FOHV

Implementing a Carbon Tax
6LQJDSRUHUDWLȴHGWKH3DULV$JUHHPHQWXQGHUWKH8QLWHG1DWLRQV)UDPHZRUN&RQYHQWLRQRQ
Climate Change on September 2016.

Proposed
7KHH[LVWLQJȵDW$5)UDWHIRUPRWRUF\FOHVZLOOEHUHSODFHGZLWKDWLHUHGUDWHVWUXFWXUHDV
follows:

Proposed
As part of Singapore’s commitment to address climate change and reduce emissions, the
Minister intends to implement a carbon tax on the emission of greenhouse gases from 2019.

Motorcycle OMV

ARF Rate

First $5,000

15%

1H[W LHWR

50%

Remaining OMV above $10,000

100%

7KHHHFWLYHGDWHLVIURP)HEUXDU\
Ï Our view
• The introduction of the 3-tiered ARF Scheme for motorcycles aligns with the progressive
tax structure that currently applies to passenger cars and taxis.
• Based on current registration trends for motorcycles, the revised structure should
impact less than half of new motorcycle buyers, but clearly those looking to purchase
KLJKHUVSHFLȴFDWLRQRUKLJKHUSRZHUHGPRWRUF\FOHVZLWKDFRUUHVSRQGLQJO\KLJKHU209
ZLOOIDFHDVLJQLȴFDQWLQFUHDVHLQWD[DWLRQ
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The tax will be in the range of $10 to $20 per tonne, which is broadly in line with what
other countries have implemented, and will be applied largely to producers as opposed to
electricity consumers, with appropriate measures taken to ease the transition to the new
tax. In keeping with Singapore’s consultative approach, the Government will seek feedback
from the industry and the public before implementing the tax.
Ï Our view
• Singapore committed, when ratifying the Paris Agreement, to take steps to mitigate
climate change, and on that basis, the implementation of the carbon tax was widely
anticipated.
• A carbon tax could be implemented and enforced without the need for a complex new
regulatory regime and would provide an immediate carbon price signal. In addition,
as the Minister has pointed out, revenue from a carbon tax could support the R&D of
DOWHUQDWLYHJUHHQHQHUJ\VROXWLRQVDQGHDVHDQ\UHJUHVVLYHHHFWVRIWKHWD[
• 6LQJDSRUHȇVDSSURDFKRIZLGHO\FRQVXOWLQJZLWKDHFWHGSDUWLHVDQGLWVVWDWHG
commitment to ease the transition should facilitate successful implementation.
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$OORZLQJWKH$SSURYHG%XLOGLQJ3URMHFW $%3 VFKHPHWRODSVH
7KH3URSHUW\7D[ ([HPSWLRQRI/DQGXQGHU'HYHORSPHQW 2UGHU $%3VFKHPH JUDQWV
qualifying projects a maximum of 3 years of property tax exemption during the project’s
construction period.
The period of exemption starts from the date of Commencement of Foundation Works
&): IRUWKHEXLOGLQJSURMHFWWRWKHHDUOLHURI L WKHȴUVW7HPSRUDU\2FFXSDWLRQ3HUPLWGDWH
REWDLQHGIRUWKHSURMHFWRU LL \HDUVIURPWKH&):GDWH
Proposed
The scheme will be allowed to lapse after 31 March 2017.

Í Our view
• The ABP scheme provides an exemption for property tax on vacant land set aside for
high-value, large-scale building projects. It was introduced with the aim of attracting
strategic building projects which had the potential to create substantial economic spinRVDQGEHQHȴWVIRU6LQJDSRUH
• In its rationale for allowing the ABP scheme to lapse, the MoF has indicated that since
property tax is a tax on property ownership, such property taxes should apply when the
land is being developed.
• In Budget 2017, the Minister had highlighted that the Government would be investing
KHDYLO\LQWRVHYHUDOVLJQLȴFDQWDQGFULWLFDOHFRQRPLFLQIUDVWUXFWXUHSURMHFWV)RUH[DPSOH
he spoke about the new Changi Airport Terminal 5 to deepen Singapore’s connectivity
WRJOREDOPDUNHWVWKH-XURQJΖQQRYDWLRQ'LVWULFWWKDWZRXOGSURYLGHDQH[FLWLQJ
GHYHORSPHQWWROLYHDQGZRUNLQDQGDOVRWKHJURZWKFOXVWHULQ3XQJJROFRORFDWLQJ
cyber security and digital industries, which will have industry collaborations with the
Singapore Institute of Technology.
• It appears that in view of the Government’s plans for major infrastructure projects
ZKLFKDUHGHVLJQHGWRFUHDWHHFRQRPLFVSLQRVDQGEHQHȴWVIRU6LQJDSRUHWKHQHHGWR
attract additional building projects may no longer be critical in the already land-scarce
nation and hence the ABP scheme has been allowed to lapse.
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([WHQVLRQRI$GGLWLRQDO6SHFLDO(PSOR\PHQW&UHGLW $6(&
7KH6SHFLDO(PSOR\PHQW&UHGLW 6(& ZDVLQWURGXFHGLQ%XGJHWWRHQKDQFHWKH
employability of older Singaporean workers. To further encourage businesses to voluntarily
re-employ older Singaporean workers, the SEC was enhanced in Budget 2015 with the
introduction of ASEC.
Presently, businesses that hire Singaporean workers aged 65 and above will receive SEC of
DQG$6(&RI WRWDOOLQJ RIWKHZDJHVRIHPSOR\HHVZKRHDUQRUORZHUSHU
month. A lower quantum of SEC and ASEC is provided for eligible employees with a monthly
wage above $3,000 and below $4,000.
Proposed
The Minister has proposed to extend the ASEC for another 2.5 years, from 1 July 2017 to 31
December 2019.
The extended ASEC will be applicable to eligible employees who are on the payroll from 1
July 2017 to 31 December 2019. The extended ASEC will be paid twice a year together with
WKH6(&IRUH[DPSOHLQ0DUFKIRUZRUNGRQHIURP-XO\WR'HFHPEHUDQG
September 2018 for work done from January 2018 to June 2018.
In addition, the Minister has proposed to double the monthly SEC and ASEC provided to
EXVLQHVVHVWKDWKLUH3HUVRQVZLWK'LVDELOLWLHV 3:'V VXEMHFWWRDPRQWKO\FDSRISHU
PWD.
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Í Our view
• The extension of ASEC is a welcome move for businesses that employ older workers. It
GHPRQVWUDWHVWKH*RYHUQPHQWȇVFRQWLQXHGHRUWVLQSURYLGLQJVXSSRUWWREXVLQHVVHV
that employ older Singaporean workers.
• With Singapore’s falling birth rate and rapidly ageing population, the labour force growth
is expected to fall year-on-year. The Government should consider making the ASEC a
permanent feature and further enhancing it to make it more attractive for businesses
to employ older Singaporean workers. This would greatly encourage businesses to
undertake the voluntary re-employment of older Singaporean workers to sustain our
labour force.
• :LWKWKHUHHPSOR\PHQWDJHVHWWREHUDLVHGIURPWRZLWKHHFWIURP-XO\
the Minister introduced a transitional measure to allow Singaporean workers who are 65
or older as of 1 July 2017 to continue to be regarded as eligible employees. Employees
who are below 65 as of 1 July 2017 would become eligible employees only in the month
they turn 67.

Singapore Budget 2017 Commentary | Others

&KDQJHVWR)RUHLJQ:RUNHU/HY\ ):/
7KH):/LVDSULFLQJFRQWUROPHFKDQLVPXVHGWRUHJXODWHWKHGHPDQGIRUIRUHLJQZRUNHUV
in Singapore. An employer who employs any foreign worker under a Work Permit or Special
3DVVLVUHTXLUHGWRSD\WKHPRQWKO\):/DWWKHSUHYDLOLQJUDWH

The revised rates for Work Permit Holders are summarised as follows:
7DEOH:RUN3HUPLW+ROGHUV/HY\VFKHGXOH
Sector

Tier

Sector
Dependency
5DWLR '5 

Basic Tier

ȱ

Proposed
The Minister has proposed the following:
• 6
 3DVV+ROGHUV/HY\UDWHVIRUDOOWLHUVZLOOEHNHSWXQFKDQJHGDW-XO\UDWHVDV
previously announced in Budget 2016.

Construction

MYE-Waiver
Services

• Work Permit Holders:
– &RQVWUXFWLRQ6HFWRU/HY\UDWHVIRU%DVLF7LHU5ZRUNHUVZLOOEHUDLVHGIURPWKHFXUUHQW
to $700 on 1 July 2017 as previously announced in Budget 2015. The rates will apply up to 30
June 2019.
– 0DULQHDQG3URFHVV6HFWRUV/HY\UDWHVZLOOEHNHSWXQFKDQJHGIRURQHPRUH\HDUIURP-XO\
2017 to 30 June 2018.
– Manufacturing and Services Sectors: No change for 2017.

/HY\5DWHV /HY\5DWHV /HY\5DWHV
  55
  55    55
1 July 2017 1 July 2018
Current
300/650

300/700

300/700

600/950

600/950

600/950

Basic Tier

ȱ

300/450

300/450

Tier 2

10-25%

400/600

400/600

Tier 3

25-40%

600/800

600/800

Marine

Basic Tier

ȱ

300/400

300/400

Process

Basic Tier

ȱ

300/450

300/450

600/750

600/750

MYE-Waiver
Manufacturing

The current levy rates for S Pass Holders previously announced in Budget 2016 which
continue to apply are summarised as follows:

Basic Tier

ȱ

250/370

250/370

Tier 2

25-50%

350/470

350/470

Tier 3

50-60%

550/650

550/650

Ï Our view

7DEOH63DVV+ROGHUV/HY\VFKHGXOH
7LHU 6HFWRU

6HFWRU'HSHQGHQF\5DWLR '5

/HY\5DWHV 
From 1 July 2016

%DVLF7LHU $OO

ȱ

330

7LHU 6HUYLFHV

10-15%

650

7LHU 2WKHU6HFWRUV

10-20%

650

• ΖQOLQHZLWKWKH*RYHUQPHQWȇVHRUWVWRLPSURYHODERXUHɝFLHQF\WKURXJKLQQRYDWLRQ
the increased levy rate in the Construction Sector would hopefully encourage less
reliance of the sector on foreign labour.
• It is not surprising that the Government has continued to defer the levy hikes for Work
Permit Holders in the Marine and Process Sectors, given the continued cyclical weakness
in these sectors.
• Amid the lacklustre economic growth in Singapore, where companies are increasingly
WLJKWHQLQJEXGJHWVWRVWD\FRPSHWLWLYHWKHGHFLVLRQWRNHHS):/ODUJHO\XQFKDQJHGZLOO
certainly be welcomed by businesses, especially SMEs.
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Appendix A
Singapore corporate tax rates
For the YAs 1959 to 2017
2017

17.0% (1) (2) (3)

2016

17.0% (1) (2) (3)

2015

17.0% (1) (2) (4)

2014

17.0%

(1) (2) (4)

2013

17.0% (1) (2) (4)

2012

17.0% (1) (2) (5)

2011

17.0% (1) (2) (6)

2010

17.0% (1) (2)

 RIȴUVWDQGRIQH[WRIFKDUJHDEOH
income are exempt from tax.
 )RUTXDOLI\LQJQHZFRPSDQLHVWKHȴUVWRIFKDUJHDEOH
income and 50% of the next $200,000 of chargeable income
DUHH[HPSWIURPWD[IRUDQ\RIWKHȴUVWFRQVHFXWLYH<$V
falling within the period from YA 2008 onwards.
 $FRUSRUDWHLQFRPHWD[UHEDWHDWRIWKHWD[SD\DEOHXSWR
DPD[LPXPUHEDWHRI IRU<$
 $FRUSRUDWHLQFRPHWD[UHEDWHDWRIWKHWD[SD\DEOHXSWR
a maximum rebate of $30,000.
 $RQHR60(FDVKJUDQWRIRIUHYHQXHFDSSHGDW
 $RQHRFRUSRUDWHLQFRPHWD[UHEDWHRU60(FDVKJUDQW

2008

18.0% (1) (2)

2005

computed at the higher of:

20.0%

2003

- 20% of YA 2011 corporate income tax payable, capped at

(7) (8)

 FRUSRUDWHLQFRPHWD[UHEDWH RU

22.0% (7)

2002

RIUHYHQXHFDSSHGDW 60(FDVKJUDQW 
 RIȴUVWDQGRIQH[WRIFKDUJHDEOH

24.5% (7)

income are exempt from tax.

2001

25.5%

2000

 )RUTXDOLI\LQJQHZFRPSDQLHVWKHȴUVWRIFKDUJHDEOH
LQFRPHLVH[HPSWIURPWD[IRUDQ\RIWKHȴUVWFRQVHFXWLYH<$V

26.0%

falling within the period from YA 2005 onwards.

1999

23.4% (9)

1997

 (HFWLYHWD[UDWH QHWRIWD[UHEDWH 

26.0%

1994

27.0%

1993

30.0%

1991

31.0%

1990

32.0%

1987

33.0%

1959

40.0%
0.0%

30

10.0%

20.0%

30.0%

40.0%
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Appendix B
Comparison of current corporate tax rates in selected countries

Hong Kong

16.5%

 /RZHUUDWHVRIWD[DSSO\WRLQFRPHEHORZFHUWDLQOHYHOV
 5HGXFLQJWRIURP$SULODQGIURP$SULO

Singapore

17.0%

Taiwan

17.0%

 $IWHUVXUWD[WKHHHFWLYHWD[UDWHLVDSSUR[LPDWHO\
 %DVHGRQWKH0DOD\VLD%XGJHWFRUSRUDWHWD[UDWHRI
24% is proposed to remain for YA 2017 and YA 2018. It is also
SURSRVHGWKDWWKHFRUSRUDWHWD[UDWHEHUHGXFHGIXUWKHU WR
GHSHQGLQJRQWKHSHUFHQWDJHSRLQWUHGXFWLRQ LIWKH

Thailand

20.0%

percentage of increase in chargeable income as compared to

(1)

the immediate preceding YA is at least 5%.
 $UDWH VXEMHFWWRPHHWLQJFHUWDLQUHTXLUHPHQWV RU

UK

rate applies to small-scale enterprises and 15% rate applies to

20.0% (2)

state-encouraged new and high-technology enterprises.
 IRUIRUHLJQFRPSDQLHVERWKUDWHVH[FOXGHVXUFKDUJHDQG

23.4% (1) (3)

Japan

education cess which could range in aggregate from 2% to 12%.
 %DVHGRQWKHΖQGLD%XGJHWFRUSRUDWHWD[UDWHLVSURSRVHG

Malaysia

24.0% (1) (4)

Indonesia

25.0% (1)

to be reduced to 25% for small and medium companies with
an annual turnover of up to INR500million in FY 2015-2016
H[FOXGLQJVXUFKDUJHDQGHGXFDWLRQFHVV 
 $IWHURWKHUVWDWHDQGORFDOLQFRPHWD[HVWKHWRWDOPD[LPXP
HHFWLYHWD[UDWHLVDSSUR[LPDWHO\

25.0% (5)

China

30.0% (6) (7)

India

35.0% (1) (8)

USA
0.0%

10.0%

20.0%

30.0%

40.0%
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Appendix C
&RPSDUDWLYHSHUVRQDOHHFWLYHWD[UDWHVIRU<$
Employee married with 2 children
Gross annual remuneration $200,000
35.00%
32.87%

30.00%

28.51%
26.71%

25.00%
21.23%

21.80%

20.08%
20.00%

15.00%

10.00%

8.04%

8.46%

5.00%

0.00%
Singapore Hong Kong
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USA

Japan

Malaysia

China

India

UK
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Appendix D
Rates of income tax
)RUUHVLGHQWLQGLYLGXDOVZLWKHHFWIURP<$ 
Chargeable Income
$

Tax Rate
%

Tax
$

2QWKHȴUVW

20,000

0.00

0

On the next

10,000

2.00

200

2QWKHȴUVW

30,000

On the next

10,000

2QWKHȴUVW

40,000

On the next

40,000

2QWKHȴUVW

80,000

On the next

40,000

2QWKHȴUVW

120,000

On the next

40,000

2QWKHȴUVW

160,000

On the next

40,000

2QWKHȴUVW

200,000

On the next

40,000

2QWKHȴUVW

240,000

On the next

40,000

2QWKHȴUVW

280,000

On the next

40,000

2QWKHȴUVW

320,000

Excess over

320,000

200
3.50

350
550

7.00

2,800
3,350

11.50

4,600
7,950

15.00

6,000
13,950

18.00

7,200
21,150

19.00

7,600
28,750

19.50

7,800
36,550

20.00

8,000
44,550

22.00

* A personal income tax rebate of 20%, capped at $500, will be granted to resident
individuals for YA 2017
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Appendix E
Personal reliefs for YA 2017
Parent relief

Earned income relief
Age

Earned income relief

Handicapped earned
income relief

/RZHURIDFWXDOHDUQHGLQFRPHDQG
Below 55

$1,000

$ 4,000

55 to 59

$6,000

$10,000

60 and above

$8,000

$12,000

Spouse relief
Relief is granted to the taxpayer who is supporting a non-working spouse with
an annual worldwide income not exceeding $4,000.

$2,000

Taxpayers cannot claim handicapped spouse relief for maintaining their
former spouses.

3DUHQWUHOLHI SHU
GHSHQGDQW

Handicapped parent
UHOLHI SHUGHSHQGDQW

/LYLQJLQWKHVDPHKRXVHKROG

$9,000

$14,000

Not living in the same household

$5,500

$10,000

* Taxpayer’s or spouse’s parents, grandparents or great-grandparents who are living in
Singapore and are 55 years old and above. In addition, the dependants must not have
an annual worldwide income of more than $4,000.
There is no income threshold condition in respect of handicapped dependant.
Where more than one taxpayer is claiming the same relief on the same dependant,
the relief shall be apportioned by the IRAS based on the claimants’ agreed proportion or
equally among all the claimants.

Taxpayers cannot claim spouse relief for maintaining their former spouses.

Handicapped spouse relief
There is no income threshold condition in respect of the handicapped spouse.

0D[LPXPRIWZRSDUHQWV

$5,500

*UDQGSDUHQWFDUHJLYHUUHOLHI *&5
$3,000
$SSOLFDEOHWRZRUNLQJPRWKHUV LQFOXGLQJZLGRZVDQGGLYRUFHHV ZKRVHFKLOGLV
being looked after by their parent/parent-in-law/grandparent/grandparent-in-law or
ex-spouse’s parent/grandparent living in Singapore.
The child must be a Singapore citizen aged 12 years or below at any time during the
year preceding the YA of the claim.

34

Singapore Budget 2017 Commentary | Appendices

Handicapped siblings relief
$5,500
Each dependant must have lived with the taxpayer in the same household. If not, the
taxpayer must have incurred at least $2,000 per annum in the maintenance of each
dependant.

4&5+&5ZLOOEHFODLPHGȴUVWDQG:0&5ZLOOEHOLPLWHGWRWKHUHPDLQLQJFDSEDODQFH

There is no income threshold condition for the handicapped sibling.

The child’s annual worldwide income shall not exceed $4,000.

Where more than one taxpayer is claiming the same relief on the same dependant, the relief
shall be apportioned based on the claimants’ agreed proportion.

3DUHQWKRRGWD[UHEDWH 375

2QO\DSSOLFDEOHWRZRUNLQJPRWKHUV LQFOXGLQJZLGRZVDQGGLYRUFHHV ZLWKFKLOGUHQZKRDUH
Singapore citizens.

Quantum of rebate
Child relief
4XDOLI\LQJ&KLOG5HOLHI 4&5
Per Child

+DQGLFDSSHG&KLOG5HOLHI +&5

$4,000

1st child

$5,000

2nd child

$10,000

3rd child and subsequent children

$20,000 per child

$7,500
'LHUHQWTXDOLI\LQJFULWHULDXQGHU375DSSO\IRUWKHFKLOGGHSHQGLQJRQZKHWKHUWKHFKLOGLV
legitimate, illegitimate or adopted.

• Child’s annual worldwide income shall not exceed $4,000.
• There is no income threshold condition for the handicapped child.

6SHFLDOWD[UHEDWH 675
Previous claimants of STR whose STR balances have not been fully utilised as at 1 January
2005 can continue to draw on the STR balance until the balance is fully utilised.

:RUNLQJPRWKHUȇVFKLOGUHOLHI :0&5
Quantum of relief
1st child

15% of earned income

2nd child

20% of earned income

3rd child and subsequent children

25% of earned income

WMCR is capped as follows:
• 0D[LPXPRISHUFKLOG 4&5+&5:0&5 DQG
• Up to 100% of the mother’s earned income for all qualifying children.
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$SSURYHGSURYLGHQWIXQGOLIHLQVXUDQFHUHOLHI
Compulsory contributions to CPF

CPF cash top-up

Employees

Statutory CPF relief

Quantum of relief

Ordinary wages

Statutory contributions fully allowed

Additional wage ceiling

Restricted to statutory contributions on total wages of
$102,000 less total annual ordinary wages subject to CPF
contributions in the year

Voluntary contributions to CPF
Maximum amount of voluntary contribution relief
Employee or self-employed

$37,740

Voluntary contributions to Medisave account
:LWKHHFWIURP<$YROXQWDU\FRQWULEXWLRQVPDGHWRDWD[SD\HUȇV0HGLVDYHDFFRXQW
may be claimed as a relief, subject to a cap of $37,740 less total mandatory contributions per
<$DQGWKHSUHYDLOLQJ%DVLF+HDOWKFDUH6XP %+6 OLPLWV

/LIHLQVXUDQFHSUHPLXPV
Where compulsory CPF contributions are less than $5,000, the taxpayer may claim qualifying
OLIHLQVXUDQFHSUHPLXPVRQKLVRUKLVZLIHȇVOLIHDVDUHOLHIKRZHYHUWKHWRWDOUHOLHI IRUERWK
&3)FRQWULEXWLRQVDQGOLIHLQVXUDQFHSUHPLXPWRJHWKHU LVVXEMHFWWRDFDSRI
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Cash top-up to taxpayer’s parents’/parents-in-law or taxpayer’s
grandparents’/grandparents-in-law, non-working spouse’s or
siblings’ retirement accounts or special accounts under CPF
Minimum Sum Topping-Up Scheme regardless of the recipients’ age

$7,000
0D[LPXP

• Non-working spouse or siblings must not have a worldwide
income of more than $4,000. Income threshold does not apply to
the handicapped spouse or handicapped siblings.
• Recipients must be Singapore citizens or SPRs.
Cash top-up by taxpayer or his employer to his retirement account
or special account under the CPF Minimum Sum Topping-Up
Scheme, regardless of the recipients’ age

$7,000
0D[LPXP
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1DWLRQDO6HUYLFHPDQ 16PDQ UHOLHI

Supplementary retirement scheme
Employees and self-employed

Maximum contributions per year
ZLWKHHFWIURP<$

Quantum of relief
Active NSman

$3,000

Singapore Citizens or SPRs

$15,300

Non-active NSman

$1,500

Foreigners

$35,700

Each parent of active NSman who are Singapore citizens
and entitled to NSman relief

$750

Wives or widows of active NSman who are Singapore
citizens and entitled to NSman relief

$750

16NH\FRPPDQGDQGVWDDSSRLQWPHQWKROGHUV LQ
DGGLWLRQWREDVLF16PDQUHOLHI

$2,000

Course fees relief
Quantum of relief
)HHV UHJLVWUDWLRQIHHVH[DPLQDWLRQIHHVWXLWLRQIHHV IRUFRXUVHV
seminars and conferences:

$5,500
0D[LPXP

• Relating to one’s current trade, business, profession, vocation
or employment in 2016

Foreign maid levy relief
Quantum of relief

• /HDGLQJWRDQDSSURYHGDFDGHPLFSURIHVVLRQDORUYRFDWLRQDO
TXDOLȴFDWLRQLQ
Fees for courses which are not directly related to one’s current
trade, business, profession, vocation or employment only if such
courses resulted in a career switch to a relevant trade, business,
profession, vocation or employment within a period of 2 years of
assessment. The claim can be made within 2 years from the YA in
which the taxpayer completed the courses

For YA 2017
$5,500
0D[LPXP

$6,360
0D[LPXP

Claimable against the earned income of a married or divorced woman and a widow with
children in respect of whom child relief is available.
7ZLFHWKHDQQXDOOHY\SDLGIRUIRUHLJQPDLG

3HUVRQDOΖQFRPH7D[5HOLHI&DS ZLWKHHFWIURP<$
:LWKHHFWIURP<$WKHWRWDODPRXQWRISHUVRQDOLQFRPHWD[UHOLHIVDQLQGLYLGXDOFDQ
claim is capped at $80,000 per YA.
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Appendix F
&RPSDUDWLYHVWDQGDUG9$7*67UDWHVIRU
20%

UK
17% (1)

China
15%

New Zealand
12.5% (2)

India
Philippines

12%

Vietnam

10%

Korea

10%

Indonesia

10%

Australia

10%

Japan

8% (3)

Thailand

7% (4)

Singapore

7%

Malaysia

6%

Taiwan

5%
0.0%
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 &KLQDKDVLPSOHPHQWHGLWV9$75HIRUPDFURVVWKHODVW
UHPDLQLQJVHFWRUVLHFRQVWUXFWLRQUHDOHVWDWHȴQDQFLDO
VHUYLFHVDQGFRQVXPHUVHUYLFHVZLWKHHFWIURP0D\
DQGKDVUHSODFHG%XVLQHVV7D[ZLWKDPRGLȴHGIRUPRI9$7
UDWHVYDU\XSWRGHSHQGLQJRQW\SHRIEXVLQHVV 
 7KHΖQGLDUDWHLVLQGLFDWLYHRQO\ΖQGLDKDVDUDQJHRIΖQGLUHFW
Taxes that vary from state to state. India has announced that it
expects to implement GST in 2017.
 -DSDQLQFUHDVHGWKH-DSDQHVH&RQVXPSWLRQ7D[ -&7 UDWHWR
on 1 April 2014 and proposes to further increase it to 10% from
1 October 2019.
 7KHUHGXFHGUDWHLQ7KDLODQGZDVH[WHQGHGXQWLO
30 September 2017. The VAT rate will revert to 10% from
1 October 2017.
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