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SPR	 	 Singapore	Permanent	Resident
WHT	 	 Withholding	Tax
YA	 	 Year	of	Assessment
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Foreword

Greetings from your tax team at Deloitte Singapore.

The Finance Minister (Minister), Mr Heng Swee Keat, presented the Budget 2018 Statement on 19 February 2018.

In many respects, Budget 2018 picks up where the last two Budgets left off.

First, it addresses what the Minister meant in Budget 2017 when he stated that “we will have to raise revenues through 
new taxes or raise taxes” so as to meet rising expenditures over the long term.

Budget 2018 addresses the burning questions of which tax should be raised, and whether new taxes would be 
introduced. In relation to the former, GST would be raised by 2% sometime in the period from 2021 to 2025, bringing 
Singapore’s GST rate to 9% when that happens. For the latter, GST on imported services will be introduced via a reverse 
charge mechanism and overseas vendor registration, both of which are to be introduced from 1 January 2020. The 
relatively long lead-times would be welcomed by consumers to prepare for the rate increase and businesses to assess 
the impact of implementation and system changes.
 
Next, Budget 2018 builds on the trend of the Government favouring targeted assistance for businesses over broad-
based schemes. 

We first had a taste of this in Budget 2016 when it was announced that the broad-based PIC scheme would be allowed to 
lapse in YA 2018. Budget 2018 arguably introduces a further contraction of broad-based measures with the downward 
revision in benefits offered under the Start-Up Tax Exemption (SUTE) scheme and Partial Tax Exemption (PTE) scheme. 
On the other hand, the potential increase in effective tax rate brought about by the aforementioned changes may be 
mitigated if businesses engage in R&D activities; amongst others, qualifying expenditure on a variety of R&D activities 
would be eligible for increased deductions going forward in a bid to encourage pervasive innovation across all sectors of 
the economy.
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Climate change remains high on Singapore’s agenda, and rightfully so, given that it is one of the most pressing 
challenges faced by the world. Since ratifying the Paris Climate Agreement in 2016, Singapore has introduced a slew of 
measures aimed at reducing its emissions intensity by 2030, from restructuring diesel taxes and implementing excise 
duties on petrol, diesel, and compressed natural gas, to halting the increase of new cars on the road. 

Building on his previous announcement that Singapore will be introducing a carbon tax from 2019, the Minister 
announced this year that the tax initially shall be set at $5 per tonne of greenhouse gas emission for certain emitters, 
with a review of the rates set in 2023. Perhaps with a view to limit other ‘emissions’, the Minister also announced a 10% 
increase in excise duty across all tobacco products with effect from Budget Day itself!

Viewed holistically, Budget 2018 is, to adapt from the colloquial phrase, “same same, but remarkable” – it is similar 
to previous Budgets in that the Government seeks to address multi-pronged challenges faced by the economy and 
society at large, but remarkable in that taxpayers are given ample time to understand and adjust to changes that will 
only be implemented several years down the road. 
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Corporate tax
 • Corporate income tax rebate raised to 40% for YA 2018 
(capped at $15,000) and extended to YA 2019 but reduced to 
20% (capped at $10,000).

 • Partial tax exemption scheme and SUTE Scheme will 
be limited to the first $200,000 (instead of $300,000) of 
chargeable income with effect from YA 2020.

 • Tax exemption on first $100,000 of the chargeable income 
under SUTE will be reduced from 100% to 75%.

 • Tax deductions on licensing payments for IP and IP 
registration fees will increase to 200% (both capped at 
$100,000 per year from YAs 2019-2025).

 • Tax deduction of 250% (instead of 150%) for R&D expenses 
carried out in Singapore.

 • The cap on double tax deduction on internationalisation 
without prior approval will be raised to $150,000 per YA 
from YA 2019.

 • 250% tax deduction for donations made to IPC extended to 
31 December 2021.

Financial Services Industry enhancements
 • Tax exemption under the Enhanced-Tier Fund 
Scheme will be extended to all fund vehicles 
constituted in all forms subject to meeting 
qualifying conditions and will take effect for new 
awards approved on or after 20 February 2018.

 • The Financial Sector Incentive Scheme will be 
extended to 31 December 2023.

 • Tax deduction for impairment and loss allowance 
made in respect of non-credit impaired financial 
instrument under Section 14I for banks and 
qualifying finance companies will be extended till 
YA 2024/YA 2025 depending on the financial year 
end.

Carbon tax
 • Carbon tax of 
$5 per tonne of 
greenhouse gas 
emissions levied 
on facilities 
producing 25,000 
tonnes or more of 
greenhouse gas 
emissions in a year 
from 2019 to 2023. 

 • The rate will be 
reviewed by 2023 
and may increase 
to between $10 to 
$15 per tonne by 
2030.

Education
 • Edusave contributions will increase from January 
2019 for primary and secondary students ($200 to 
$230 and $240 to $290 respectively) 

 • Enhanced MOE Financial Assistance Scheme (FAS) 
for pre-university students (from $750 to $900) 
with an update of the income eligibility criteria for 
MOE FAS, Edusave Merit Bursary, and Independent 
School Bursary. Secondary school students will 
have more meals covered by the School Meals 
Programme.

Digital
 • Tech Skills 
Accelerator (TeSA) 
will be expanded 
into new sectors like 
manufacturing and 
professional services.

 • Additional $145M 
funding will be set 
aside for TeSA for the 
next 3 years.

GST
 • Will increase from 7% to 9% 
sometime between 2021 to 
2025. The increase will be 
implemented in a progressive 
manner.

 • Imported services such as 
consultancy, marketing, apps 
and music purchases from 
overseas suppliers will be 
subject to GST with effect from 1 
January 2020. 

Community
 • Top-up of $300M and $100M respectively to the Community Silver 
Trust for active ageing programmes and the Seniors’ Mobility and 
Enabling Fund for assistive devices and selected consumables.

 • The Business and IPC Partnership Scheme and the SHARE as One 
scheme will be extended until 31 December 2021.

 • Dollar-for-dollar matching will be provided on donations received 
by the Empowering for Life Fund (ELF) under the President’s 
Challenge for the next 5 years.

 • More polyclinics, community hospitals, nursing homes and 
eldercare centres will be built. 
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Infrastructure
 • The Rail Infrastructure Fund of $5B will be set up in 
FY2018 to save for major rail lines ahead.

Stamp duty
 • Increase in top marginal 
buyer stamp duty for 
residential property 
from 3% to 4% with 
effect from 20 February 
2018, applicable to 
residential properties 
with values in excess of 
$1M.

Excise duty
 • 10% increase 
in excise 
duties across 
all tobacco 
products 
implemented 
with 
immediate 
effect.

Family support
 • Additional $20 GST voucher per year from 
2019 to 2021 for eligible HDB households.

 • Eligible HDB households will receive 1.5 
to 3.5 months rebate on their Service & 
Conservancy Charges.

 • A one-time Singapore cash bonus of 
between $100 to $300 (depending on 
income) for all Singaporeans aged 21 years 
and above

 • Enhanced Proximity Housing Grant (PHG) 
of $30,000 for families buying a resale 
flat to live with their parents or children. 
Those buying a resale flat to live near their 
parents or children will continue to receive 
$20,000 PHG.

 • Singles who buy a resale flat to live with 
their parents will receive enhanced PHG of 
$15,000. Those who buy a resale flat to live 
near their parents will receive $10,000 PHG.

 • From 1 April 2019, the foreign domestic 
worker (FDW) levy will increase to $300 
(1st FDW) or $450 (2nd FDW) for employers 
who do not qualify for levy concession; 
the elderly (employers or dependents) 
qualifying age for FDW levy concession is 
raised from 65 to 67.

 • Eldershield subsidies provided for lower 
and middle income Singaporeans.

Support for businesses
 • Extension of Wage Credit Scheme for 
another 3 years, with 20% co-funding for 
2018, 15% for 2019 and 10% for 2020.

 • Funding support through the Productivity 
Solutions Grant of up to 70% of qualifying 
costs provided for applications made from 1 
April 2018. 

 • The Capability Development Grant and 
the Global Company Partnership Grant 
will combine to become the Enterprise 
Development Grant, providing funding 
support for up to 70% of qualifying costs 
from FY2018 to FY2019.

R&D

Innovation
 • Funding of up to $500M with additional matching investments 
from industry partners to help support the launch of the Aviation 
Transformation Programme and Maritime Transformation 
Programme to drive greater adoption of digital technologies, 
automation and robotics. 

 • The National Robotics Programme will be expanded to encourage 
greater use of robotics, especially in construction.
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Business tax

The Minister delivered the Budget 2018 Statement on 19 February 2018. He reported that 
the economic performance was better than expected, growing by 3.6% in 2017.  

The Minister also reported that the economy is on a sound fiscal standing, at least till the 
end of this decade. Nonetheless, the Minister has recognised the need to further strengthen 
fiscal footing and manage expenditure growth carefully in anticipation of expected increases 
in healthcare, infrastructure, security and education expenditure. With this view in mind, the 
Minister has, in Budget 2018, outlined his strategy to achieve: 

a.  A vibrant and innovative economy; 
b. A smart, green and liveable city; 
c. A caring and cohesive society; and 
d. A fiscally sustainable and secure future.  

Corporate Income Tax rate and rebate 
The Corporate Income Tax rate is currently 17%. In addition to the partial tax exemption, 
companies also enjoy a corporate tax rebate of 20% of tax payable, subject to a cap of 
$10,000 for YA 2018. 

Proposed
No changes are proposed to the corporate income tax rate, which will remain at 17%. 

As one of the measures to help businesses address near-term cost pressures, the Minister 
has proposed: 

a. To enhance the corporate tax rebate for YA 2018 from 20% to 40% of tax payable and   
 raise the rebate cap from $10,000 to $15,000; and
b. To extend the corporate tax rebate for another year to YA 2019, but at a reduced rate of  
 20% of tax payable, capped at $10,000. 

 Our view

 • By maintaining the Corporate Income Tax rate at 17%, even in light of a global trend of 
reductions in Corporate Income Tax rates, the Minister has indicated his confidence that 
Singapore’s Corporate Income Tax rate continues to be competitive. 

 • The Minister’s indication that the economy is on a sound fiscal footing till the end of this 
decade, despite expected growth in expenditure, is perhaps a cue that no increases in 
Corporate Income Tax rate may be expected in the near future. It remains to be seen, 
however, if future fiscal surpluses (if any) may contribute to a reduction in the Corporate 
Income Tax rate.  

 • The enhancement of the corporate income tax rebate for YA 2018 to 40% and extension 
of the Corporate Income Tax rebate to YA 2019 are welcome moves for SMEs trying to 
cope with rising business costs. 

 • Companies are not required to factor in the Corporate Income Tax rebate when filing 
their estimated chargeable income and income tax returns (Form C/C-S) as the IRAS will 
compute and allow the Corporate Income Tax rebate automatically. However, companies 
in a tax-paying position that have already reported their estimated chargeable income 
for YA 2018 and received their Notices of Assessments (Notices) would have to wait for 
the IRAS to issue amended Notices, which would reflect the enhanced Corporate Income 
Tax rebate for YA 2018. 
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Enhance the tax deduction for qualifying expenditure on qualifying R&D projects 
performed in Singapore
Businesses that have incurred qualifying expenditure on qualifying R&D projects performed 
in Singapore can claim the following:

a. 150% tax deduction for staff costs and consumables incurred; and

b. 100% tax deduction for other qualifying expenditure.

Proposed
To support businesses to build their own innovations, the Minister has proposed to increase 
the tax deduction for staff costs and consumables incurred on qualifying R&D projects 
performed in Singapore from 150% to 250%. The 100% tax deduction for other qualifying 
expenditure remains unchanged.

The proposed enhancement will take effect from YA 2019 to YA 2025.

 Our view

 • Given the recent focus by countries in the region on boosting their R&D capabilities 
and the emphasis to help Singapore firms innovate and transform, it is no surprise that 
the existing R&D tax regime would be improved to better support businesses on their 
innovation journey and to enhance Singapore’s competitive position to attract R&D 
activities. It is heartening to note that the Government has listened to the feedback 
provided by industries and professional services firms to enhance the R&D tax 
landscape in Singapore.  

 • With the proposed enhancement to the incentive scheme raising the R&D tax 
deductions from 150% to 250%, the Government is sending a clear signal to Singapore 
companies that they need to instil a culture of pervasive innovation and develop deep 
technical capabilities amidst a rapidly transforming economy.

 • The proposed enhancement would provide a total tax benefit amounting to as much 
as 42.5 cents for every dollar of qualifying R&D expenditure. This is a substantial 
improvement on the current R&D tax deduction benefits that provides up to 25.5 cents 
for every dollar. The scheme is particularly attractive as there is no expenditure cap 
imposed. 

 • The proposed enhancement appears to do just enough for Singapore’s R&D tax regime 
to maintain its slight competitive advantage over regional competitors, including Hong 
Kong. However, it remains to be seen if the proposed 250% R&D tax deduction would 
provide sufficient impetus for companies to perform or scale up R&D projects in 
Singapore. To make the scheme even more attractive, more can be done to broaden 
or relax the definition of R&D to include innovative activities (such as business model 
transformation) that would not meet the existing higher threshold definition of R&D but 
may still provide high-value impact to companies.
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Enhance the tax deduction for costs on protecting Intellectual Property (IP) 
Businesses that have incurred qualifying IP registration costs can claim 100% tax deduction 
on such costs. 

The scheme is scheduled to lapse after YA 2020.

Proposed
To encourage businesses, in particular smaller ones, to register and protect their IPs, the 
scheme will be extended till YA 2025. In addition, the tax deduction will be enhanced from 
100% to 200% for the first $100,000 of qualifying IP registration costs incurred for each YA. 

The above change will take effect from YA 2019 to YA 2025. 

 Our view

 • The extension of the tax deduction on registration costs of qualifying IP for 5 years until 
YA 2025 should encourage businesses in Singapore to continue to invest in innovation 
and to patent their IPs. The extension also helps Singapore to stay competitive as an IP 
hub. 

 • With the lapse of the PIC scheme in YA 2018, the Government has taken the initiative 
to enhance the tax deduction from 100% to 200% on qualifying IP registration costs, 
recognising that more needs to be done to continue encouraging Singapore companies 
to innovate. However, this enhancement is only applicable on the first $100,000 of 
the qualifying IP registration costs per YA. This has made the scheme less attractive 
as compared to the past, whereby the enhanced 300% tax deduction under the PIC 
scheme is applicable on the first $400,000 of qualifying IP registration costs per YA. 

 • By limiting the qualifying registration costs applicable for the 200% tax deduction to 
$100,000, the scheme is now more targeted towards encouraging smaller businesses to 
innovate to move up the value chain.  
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Enhance the tax deduction for costs on IP in-licensing 
Currently, businesses that have incurred qualifying IP in-licensing costs can claim 100% tax 
deduction on such costs.

Proposed
To support businesses to buy and use new solutions, the Government will enhance the 
tax deduction from 100% to 200% for the first $100,000 of qualifying IP in-licensing costs 
incurred for each YA.

Qualifying IP in-licensing costs include payments made by a qualifying person to publicly 
funded research performers or other businesses, but exclude related party licensing 
payments, or payments for IP where any allowance was previously made to that person.  

The change will take effect from YA 2019 to YA 2025. 

 Our view

 • Previously, acquisition/licensing of qualifying IP costs, subject to conditions, would qualify 
for 300% enhanced allowance/deduction under the PIC scheme. However, the PIC 
scheme had expired after YA 2018 and is no longer available.

 • With the lapse of the PIC scheme, the Government has introduced this enhanced tax 
deduction scheme, which provides up to $17,000 additional tax savings each YA from the 
licensing of qualifying IP from unrelated parties. This enhancement is specifically targeted 
at local SMEs given the lower expenditure cap. It aims to encourage local SMEs to engage 
in new IP and technologies (e.g., access to off-the-shelf IP) in their businesses to create 
new sources of competitive advantage.

 • Unlike the PIC scheme that provides for enhanced deduction and allowance for the 
licensing and acquisition of IP, this new enhanced tax deduction is only available 
for expenditure incurred on licensing of IP. The Government may wish to consider 
introducing a similar scheme for the acquisition of IP. 

 • Although the cost savings may not be substantial (especially for new start-ups that may 
not yet be profitable or SMEs that are paying little taxes), the enhancement does send 
the right signal to the local SMEs to continue to innovate to stay competitive. There are 
also other Government grants or initiatives that are available to help local SMEs have 
access to IP. 
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Enhance the Double Tax Deduction for Internationalisation (DTDi) scheme
Under the DTDi scheme, businesses are allowed a tax deduction of 200% on qualifying 
market expansion and investment development expenses, subject to approval from IE 
Singapore or Singapore Tourism Board (STB). 

No prior approval is needed from IE Singapore or STB for the tax deduction on the first 
$100,000 of qualifying expenses incurred on the following activities for each YA:

a.  Overseas business development trips/missions; 
b. Overseas investment study trips/missions;
c.  Participation in overseas trade fairs; and
d. Participation in approved local trade fairs.

Proposed
To further encourage internationalisation, the $100,000 expenditure cap for claims without 
prior approval from IE Singapore or STB will be raised to $150,000 per YA. Businesses can 
continue to apply to IE Singapore or STB on qualifying expenses exceeding $150,000, or on 
expenses incurred on other qualifying activities. 

All other conditions of the scheme remain the same. 

This change will apply to qualifying expenses incurred on or after YA 2019. 

IE Singapore and STB will release further details of the change by April 2018.

 Our view

 • The enhancement to the DTDi scheme, also known as “Automatic DTDi”, was first 
introduced in Budget 2012. The Automatic DTDi allows tax deduction of 200% on 
qualifying expenditure of up to $100,000 per YA, incurred on 4 selected activities, 
without the need for pre-approval from IE Singapore or STB. Some of the designated 
activities under the Automatic DTDi include promoting new products and services in 
new target markets and to existing customers, identifying new customers for existing 
products and services, as well as promoting existing products and services to existing 
markets to increase market share. 

 • With this further enhancement in the Automatic DTDi, the Government hopes to 
encourage more SMEs to internationalise by addressing some of the challenges faced 
by SMEs in making an application prior to undertaking a qualifying project. However, 
the increase in the expenditure cap by $50,000 per YA may not be substantial enough 
to significantly increase the uptake of the DTDi scheme, or meaningfully ease the 
administrative burden of companies that still have to apply to IE Singapore or STB when 
their internationalisation expenses exceed $150,000.

 • For the Automatic DTDi to truly make an impact, IE Singapore or STB may wish 
to consider expanding the scope of the selected activities to beyond the current 
4 prescribed activities, as well as raising the expenditure cap to above $150,000. 
In addition, further promotion of the Automatic DTDi is required to increase 
SMEs’ awareness of this scheme and encourage them to venture abroad with the 
Government’s assistance. 
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Changes to the Start-Up Tax Exemption (SUTE) scheme
Under the current SUTE scheme, subject to meeting certain conditions, a new start-up 
company can enjoy in each of its first three YAs:

a. 100% exemption on the first $100,000 of normal chargeable income; and
b. 50% exemption on the next $200,000 of normal chargeable income.

Normal chargeable income refers to chargeable income that is taxed at the prevailing   
corporate income tax rate.

Proposed
The broad-based tax exemption under the SUTE scheme will be adjusted to:

a. 75% exemption on the first $100,000 of normal chargeable income; and
b. 50% exemption on the next $100,000 of normal chargeable income.

All other conditions of the scheme remain unchanged.

The change will take effect on or after YA 2020 for all qualifying companies under the 
scheme. For example, if a qualifying company’s first YA is YA 2019, the current SUTE 
parameters will apply in YA 2019 while the new parameters will apply in YA 2020 and YA 2021.

 Our view

 • The current SUTE scheme aims to lower tax costs for new start-up companies to support 
entrepreneurship and to help the local companies grow. However, it does not directly 
help the new start-up companies to build and develop their capabilities to enhance their 
economic competitiveness to compete in local and overseas markets. Therefore, the 
proposal is to adjust the broad-based tax scheme and give more targeted support to the 
SMEs.

 • The result of this proposed adjustment will be an increase in tax costs to a new start-
up company in its first 3 YAs. To illustrate, assumed that a new start-up company has 
normal chargeable income of $300,000 in each of its first 3 YAs. Under the current 
SUTE scheme, the tax payable of the new start-up company is $17,000 per YA. With the 
proposed adjustment to the SUTE scheme, the new start-up company will have to pay 
$29,750 per YA; which means an additional tax of $12,750 (from $17,000 to $29,750) 
yearly for the first 3 YAs. These calculations do not take into account the corporate tax 
rebate.

 • Although the tax costs may be increased by up to $12,750 yearly for the first 3 YAs, we 
do not think that the tax impact alone would discourage young entrepreneurs to start up 
new ventures as they can tap on a wide range of Government support measures to build 
capabilities and grow their businesses. 
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Changes to the Partial Tax Exemption (PTE) scheme 
All companies (excluding those that qualify for the SUTE scheme) and bodies of persons, can 
qualify for, in each YA:

a. 75% exemption on the first $10,000 of normal chargeable income; and 
b. 50% exemption on the next $290,000 of normal chargeable income. 

Proposed 
To move away from the broad-based tax scheme, and to provide targeted support to small 
firms to build deep capabilities, the exemption under the PTE scheme will be adjusted to:

a. 75% exemption on the first $10,000 of normal chargeable income; and
b. 50% exemption on the next $190,000 of normal chargeable income. 

All other conditions of the scheme will remain the same. 

This change will take effect on or after YA 2020 for all companies (excluding those that 
qualify for the SUTE scheme) and bodies of persons.

 Our view

 • The PTE scheme was introduced in YA 2002 to attract investments to Singapore as well 
as to ensure that our tax regime remains attractive to local SMEs and start-ups. This 
broad-based tax scheme has achieved its intended objective to lower the costs for 
operating businesses in Singapore but it may not have directly helped local companies to 
develop or expand their capabilities. 

 • With a changing global economic landscape, the emergence of new technologies and 
Singapore’s own demographic transition, the proposed change could be considered 
necessary and timely in order to continue to grow the strengths and competitiveness of 
the local businesses and our economy. 

 • The proposed change would give rise to a higher effective tax rate for smaller 
businesses. As an illustration, a company with normal chargeable income of $300,000 
that pays $25,075 tax under the current PTE scheme would need to pay tax of $33,575 
after the proposed change takes effect. The effective tax rate has therefore increased 
from 8.4% to 11.2%. These calculations do not take into account the corporate tax 
rebate.

 • However, the additional tax impact that comes with the proposed adjustment to the PTE 
scheme may be relieved if the local businesses could benefit from other Government 
support measures and initiatives that are available for businesses in Singapore.  
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Extend the 250% tax deduction for qualifying donations
Currently, donors are eligible for a 250% tax deduction for qualifying donations made to 
IPCs and other qualifying recipients from 1 January 2016 to 31 December 2018. 

Proposed
To continue to encourage Singaporeans to give back to the community, the 250% tax 
deduction for qualifying donations will be extended for another 3 years, to cover donations 
made on or before 31 December 2021. 

All other conditions of the scheme remain the same.

 Our view

 • The 250% tax deduction for qualifying donations scheme was introduced in 2009 with 
the objective to encourage Singaporeans and businesses to give back to the community. 

 • The extension of the tax deduction is aligned with the Government’s move to create a 
caring and cohesive society, and demonstrates its commitment to encourage community 
involvement in the charity sector. 

 • To further encourage a spirit of altruism, the Government has also enhanced the online 
one-stop platform for all donors, Giving.sg, which makes it easier to locate charities that 
require support. 

Extend the Business and IPC Partnership Scheme (BIPS)
Currently, a qualifying person can, subject to conditions, enjoy a total of 250% tax deduction 
on qualifying expenditure such as wages incurred by him from 1 July 2016 to 31 December 
2018 in respect of:

a.  The provision of services by his qualifying employees to an IPC during that period; or
b. The secondment of his qualifying employees to an IPC during that period.

Proposed
To continue supporting employee volunteerism through businesses, BIPS will be extended 
for a further 3 years till 31 December 2021.

In addition, MOF and IRAS will review the administrative processes for BIPS based on 
feedback that has been received. Details of any change will be announced in the second half 
of 2018. 

 Our view

 • When first introduced as a pilot scheme in 2016, the BIPS demonstrated the 
Government’s commitment to boosting Corporate Social Responsibility efforts by 
businesses through employee volunteerism. It formed part of the Government’s efforts 
in fostering a more caring and inclusive society.

 • With the extension of the BIPS and the review of its current administrative processes, 
these further validate the Government’s drive to continue to support employee 
volunteerism through businesses and to encourage employees to use their skills to 
contribute and give back to society. Through such partnerships, businesses and IPCs can 
also build on a more sustainable and lasting working relationship.     

 • In the long run, the scheme seeks to develop a culture of caring and giving in Singapore, 
which is not restricted to just monetary donations. This should help cultivate a caring 
environment in Singapore where people are encouraged to volunteer for causes that 
they are passionate about.
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Introduce a tax framework for Singapore Variable Capital Companies
Under the existing tax framework, funds structured as companies, as well as trusts and 
limited partnerships, can qualify for tax exemption under Sections 13CA, 13R and 13X of 
the ITA, as the case may be. These incentivised funds are given GST remission, which allows 
them to claim GST at a fixed recovery rate.

Fund managers approved under the Financial Sector Incentive–Fund Management (FSI-FM) 
scheme can qualify for a 10% concessionary tax rate on the income derived from managing 
an incentivised fund.

The MAS is studying the regulatory framework for Singapore Variable Capital Companies 
(S-VACC) to further develop and strengthen Singapore’s position as a hub for both fund 
management and fund domiciliation. An S-VACC is a new structure designed for collective 
investment schemes (CIS), as defined under Section 2(1) of the Securities and Futures Act, 
and will accommodate a variety of traditional and alternative asset classes and investment 
strategies.

Proposed
The Government will introduce a tax framework for S-VACCs to complement the S-VACC 
regulatory framework:

a. An S-VACC will be treated as a company and a single entity for tax purposes (for ease of 
compliance, only a single tax return is required to be filed with the IRAS);

b. Tax exemption under Section 13R and 13X of the ITA will be extended to S-VACCs;

c. The 10% concessionary tax rate under the FSI-FM scheme will be extended to approved 
fund managers managing an incentivised S-VACC; and

d. The existing GST remission for funds will be extended to incentivised S-VACCs.

The changes will take effect on or after the effective date of the S-VACC regulatory 
framework.

The MAS will release further details of the tax framework for S-VACCs by October 2018.

 Our view

 • The introduction of the tax exemption framework for S-VACCs complements the 
regulatory framework to attract new and existing S-VACCs to set up in Singapore. This is 
in line with the Government’s initiative to maintain and enhance Singapore’s competitive 
edge as a fund management hub in the Asia Pacific region.    

 • The extension of the GST remission to incentivise S-VACCs will put them on equal footing 
with other funds approved under the tax exemption schemes under Section 13CA, 13R 
and 13X of the ITA, thereby enhancing the attractiveness of these new tax schemes to 
potential S-VACCs.  

 • If GST remission is not granted to the new corporate structure designed for CIS, it is 
likely to act as a disincentive for S-VACCs to choose Singapore over other locations in the 
region.
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Enhance the Enhanced-Tier Fund scheme under Section 13X of the ITA
Under the existing tax framework, tax exemptions under the Enhanced-Tier Fund scheme 
are available for companies, trusts and limited partnerships, subject to qualifying conditions. 

Proposed
To cater for a more diverse range of fund structures, the tax exemption scheme under the 
Enhanced-Tier Fund scheme will be extended to all fund vehicles constituted in all forms. 
Besides companies, trusts and limited partnerships, all fund vehicles will be able to qualify 
for the Enhanced-Tier Fund scheme if they meet all the qualifying conditions. 

All other conditions of the scheme remain the same. 

The changes will take effect for new awards approved on or after 20 February 2018.

The MAS will release further details of the change by May 2018.

 Our view

 • The liberalisation of the forms and structures of fund vehicles that may qualify for the 
Enhanced-Tier Fund scheme under Section 13X of the ITA (Section 13X scheme), subject 
to the relevant conditions being satisfied, is welcomed. This could contribute to enhance 
Singapore’s position and competitiveness as a global fund management hub against 
traditional fund locations such as the Cayman Islands, Ireland, and Luxembourg.

 • The enhancement of the Section 13X scheme is silent on whether the Singapore WHT 
exemption and GST remission currently available to approved fund entities under the 
Section 13X scheme are likewise applicable to funds constituted in other forms. It is 
expected that the MAS will release details in due course on whether the WHT exemption 
and GST remission would be extended to funds constituted in other forms, so as to “level 
the playing field”.
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Extend the tax transparency treatment for Singapore-listed Real Estate 
Investment Trusts (S-REITs) to S-REIT Exchange-Traded Funds (REIT ETFs)
Currently, specified income derived by S-REITs is not taxable to the S-REIT (i.e., the so-called 
tax transparency treatment applies).

Distributions made by S-REITs to individuals, other than individuals who derive such 
distributions through a partnership or from the carrying on of a trade business or 
profession, out of such specified income is exempt from tax.

Individuals who derive such distributions through a partnership or from the carrying on of 
a trade business or profession are taxable on such distributions at the individual’s marginal 
tax rate.

Distributions made by S-REITs out of such specified income to a non-resident non-individual 
who does not have a PE in Singapore, or who carries on operations in Singapore through a 
PE in Singapore but the funds used by that person to acquire the units in such S-REITs are 
not obtained from such operations, are subject to WHT at a concessionary 10% rate. 

Distributions made by these S-REITs out of such specified income to all other persons are 
subject to tax at the prevailing corporate income tax rate, presently 17%.

Therefore, distributions made by S-REITs out of specified income, to REIT ETFs carrying 
on operations in Singapore, are subject to tax at the prevailing corporate income tax rate 
of 17% in the hands of REIT ETFs. All investors in the REIT ETFs will not be taxed on the 
distributions made by REIT ETFs out of such specified income. This is notwithstanding that 
some of the investors in the REIT ETFs may be individuals who may have been exempt 
from tax, or non-resident non-individuals who may have been subject to a 10% WHT, on 
distributions by S-REITs out of specified income had they invested directly in the S-REIT.

Proposed
To achieve parity in tax treatment between investing directly in S-REITs and via REIT ETFs 
with investments in S-REITs, the following tax treatment will be accorded to REIT ETFs:

a. Tax transparency treatment on the distributions received by REIT ETFs from S-REITs 
which are made out of the latter’s specified income;

b. Tax exemption on distributions by REITs ETFs derived by individuals excluding individuals 
who derive any distribution (i) through a partnership in Singapore, or (ii) from the 
carrying on of a trade, business or profession; and

c. 10% concessionary tax rate on distributions by REIT ETFs derived by non-resident non-
individuals who do not have a PE in Singapore, or who carry on operations in Singapore 
through a PE in Singapore but the funds used by such persons to acquire the units in 
such REIT ETFs are not obtained from such operations.

Subject to conditions, the tax concessions for REIT ETFs will take effect on or after 1 
July 2018, with a review date of 31 March 2020, which is the same as that for other tax 
concessions for S-REITs. Applications by REIT ETFs for the tax transparency treatment can 
be submitted to the IRAS on or after 1 April 2018. 

The MAS and the IRAS will release further details of the change by March 2018.

 Our view

 • The proposed change could help to further strengthen Singapore’s position as an asset 
management hub, as it resolves one of the significant cost inefficiencies associated with 
investing into REIT ETFs as compared with S-REITs directly.

 • At present, individual investors, and foreign institutional investors who do not have a PE 
in Singapore or who carry on operations in Singapore through a PE in Singapore but the 
funds used to acquire the units in such REIT ETFs are not obtained from such operations, 
may be worse off investing into REIT ETFs that track S-REITs as compared to investing 
into S-REITs directly. This is because the REIT ETFs suffer a 17% tax on the distributions 
made by S-REITs out of specified income, whereas in the case of a direct investment 
into S-REITs, these categories of investors may enjoy a more beneficial tax treatment, as 
described above.

 • As such, we believe that bringing the REIT ETFs on par with S-REITs on tax transparency 
and distributions should be viewed positively by both investors in and issuers of such 
REIT ETFs, and could result in an expansion in the REIT ETF sector as well as increased 
liquidity in the S-REIT sector in which the REIT ETFs are required to invest. 

 • It is expected that similar to S-REITs, for the tax transparency treatment to apply to REIT 
ETFs, the REIT ETFs’ trustees would need to submit an application form to the CIT. Details 
of the application process and other qualifying conditions under the new rules are yet to 
be released by the MAS and the IRAS.
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Extend and enhance the Financial Sector Incentive (FSI) scheme
The FSI scheme accords concessionary tax rates of 5%, 10%, 12%, and 13.5% on income 
from qualifying banking and financial activities, headquarter and corporate services, fund 
management, and investment advisory services.  

Trading in loans and related collateral, excluding immovable property, is a qualifying activity 
that is accorded a concessionary tax rate of 13.5%.

The FSI scheme is scheduled to lapse after 31 December 2018.

Proposed
To further strengthen Singapore’s position as a leading financial centre, the FSI scheme will 
be extended till 31 December 2023.  

The scope of trading in loans and related collaterals is expanded to include collaterals that 
are prescribed infrastructure assets or projects. The change will apply to income derived on 
or after 1 January 2019 in respect of new and renewal awards approved on or after 1 June 
2017.  

All other conditions of the FSI scheme remain the same.

The MAS will release further details of the change by May 2018.

 Our view

 • The extension and enhancement of the FSI scheme till 31 December 2023 is in line with 
the Government’s position to strengthen Singapore’s status as a leading financial centre.  

 • The expansion of the scope of trading in loans and their related collaterals to include 
collaterals that are prescribed infrastructure assets or projects will further promote 
infrastructure and project financing activities and strengthen Singapore’s status as a key 
project and infrastructure finance hub. This will position Singapore to continue to play a 
major role in financing projects in the Asia Pacific region. 

 • A periodic review and refinement to the FSI scheme is encouraged to further strengthen 
Singapore’s position as a financial hub in the Asia Pacific region.
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Extend the Insurance Business Development–Insurance Broking Business (IBD-IBB) 
scheme and allow the Insurance Business Development–Specialised Insurance 
Broking Business (IBD-SIBB) scheme to lapse
Currently, the IBD-IBB scheme grants approved insurance and reinsurance brokers a 
concessionary tax rate of 10% on commission and fee income derived from insurance 
broking and advisory services.

The IBD-SIBB scheme grants insurance and reinsurance brokers a concessionary tax rate 
of 5% on commission and fee income from specialty insurance broking activities relating 
to qualifying specialised insurance risks such as terrorism risks, political risks, energy risks, 
aviation and aerospace risks, agriculture risks and risks arising from a natural catastrophe 
under the catastrophe excess of loss reinsurance arrangements. 

The 2 schemes are scheduled to lapse after 31 March 2018.

Proposed
To further strengthen Singapore’s position as a leading insurance and reinsurance centre, 
the IBD-IBB scheme will be extended till 31 December 2023. All conditions of the IBD–IBB 
scheme remain the same.

To streamline and apply the insurance tax incentives, the IBD-SIBB scheme will be 
allowed to lapse after 31 March 2018. With the lapsing of the IBD-SIBB scheme, specialty 
insurance broking and advisory services will be incentivised under the IBD-IBB scheme, at a 
concessionary tax rate of 10%.

The MAS will release further details of the change by May 2018.

 Our view

 • The insurance industry remains a focus area of development for Singapore. This is 
evident by the various updates by the MAS to the IBD scheme, with the most recent 
update in May 2017.

 • One would expect a review of the IBD-IBB and IBD-SIBB schemes since the sunset clause 
for these 2 schemes is 31 March 2018. The move to subsume the IBD-SIBB scheme 
under the IBD-IBB scheme is in line with the MAS’ objective to streamline and simplify 
the insurance tax incentive regime. 

 • As the award holders under the IBD-SIBB scheme who are enjoying the 5% 
concessionary tax rate will be incentivised under the IBD-IBB scheme at 10% 
concessionary tax rate on renewal, the existing IBD-SIBB award holders with unabsorbed 
loss items (i.e., capital allowances, tax losses and donations) that arose from the IBD-
SIBB scheme will face 2 challenges on renewal. Firstly, an increased tax rate from 5% to 
10% on its qualifying income and secondly, the value of the unabsorbed loss items can 
only be carried forward under the concessionary tax rate of 5% and adjusted for under 
Section 37B of the ITA.

 • Although the Minister had announced in the Budget 2018 that all the conditions of 
the IBD-IBB scheme remain the same, it is not yet certain if there will be any additional 
conditions when the MAS releases further details by May 2018.



Singapore Budget 2018 Commentary  | Business Tax

22

Extend the tax deduction for impairment allowances in respect of non-credit-
impaired financial instruments made by banks, merchant banks and qualifying 
finance companies
Under Section 14I of the ITA, banks and qualifying finance companies can claim a tax 
deduction for impairment losses on non-credit-impaired loans and debt securities made 
under the FRS 109 and any additional loss allowances as required under MAS Notices 612, 
811 and 1005, subject to a cap.

The tax deduction under Section 14I of the ITA is scheduled to lapse after YA 2019 for banks 
and qualifying finance companies with a December financial year-end or YA 2020 for banks 
and qualifying finance companies with a non-December year-end.

Proposed
To promote the overall robustness and stability of the Singapore financial system, the tax 
deduction under Section 14I of the ITA will be extended till YA 2024 for banks and qualifying 
finance companies with December financial year-end or YA 2025 for banks and qualifying 
finance companies with non-December year-end. 

All other conditions of the scheme remain the same.

The MAS will release further details of the change by May 2018.

 Our view

 • Section 14I of the ITA was first introduced in YA 1992 to grant a tax deduction for 
general provisions of banks and merchant banks in Singapore to encourage such 
institutions to build up adequate provisions in view of the special role banks play in the 
overall economy. Such measures were aimed at further strengthening the soundness 
of Singapore’s financial system, as banks and merchant banks in Singapore were 
increasingly active participants in international financial markets, which were increasingly 
volatile.

 • Section 14I tax deduction was subsequently extended to qualifying finance companies in 
1996 as finance companies also participate actively in the financial markets.

 • With the adoption of the FRS 39 for accounting purposes in 2005, banks and qualifying 
finance companies that do not have a robust loss estimation process based on sufficient 
quality historical loan loss data and are unable to provide for collective impairment 
under FRS 39 were required to maintain a collective impairment provision of not less 
than 1% of the gross loans and receivables after deducting any individual impairment 
provisions that have been made. Under normal circumstances, given that such as 
impairment is a general provision, it would not qualify for any tax deduction. As a 
concession, such mandatory collective impairment provisions for loan losses were 
allowed as a tax deduction under Section 14(I)(5) of the ITA subject to the caps stipulated 
therein, for a period of 5 years from the first YA that the bank or qualifying finance 
company is required to comply with FRS 39 for accounting purposes. 

 • At that time, the expectation was that banks and qualifying finance companies would 
be able to comply with the requirements of FRS 39 for the provisioning of impairment 
losses within 5 years of its adoption. The tax concession was extended on 22 January 
2009 and further extended on 17 February 2012 till YA 2016 or YA 2017 depending on 
the financial year-end of the bank or finance company.

 • On 11 December 2014, FRS 109 was issued by the Singapore Accounting Standards 
Council to replace FRS 39. FRS 109 is adopted from the IFRS 9 and it is mandatory for 
financial periods beginning on or after 1 January 2018. Under the FRS 109 Expected 
Credit Loss (ECL) model, impairment losses, which represent 12-month ECL or lifetime 
ECL, are recognised when there are some risks of default or even in the absence of 
loss events. Under the FRS 109 tax treatment, impairment losses recognised under 
FRS 109 in the Profit & Loss in respect of credit-impaired financial instruments that 
are on revenue account are allowable as a deduction. No deduction will be allowed for 
impairment losses in respect of non-credit-impaired financial instruments, regardless of 
whether they are on revenue or capital account.

 • The IRAS announced in an IRAS Circular dated 22 November 2017, that as a concession, 
the impairment losses on non-credit-impaired loans recognised in the Profit and Loss of 
banks and qualifying finance companies subsequent to the adoption of FRS 109 will be 
allowed as a tax deduction, for a prescribed period, under section 14I of the ITA. 

 • The extension will be welcomed by banks and qualifying finance companies as it 
provides certainty on the tax treatment of impairment provisions in the adoption of FRS 
109.
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Rationalise the WHT exemptions for the financial sector
Interest payments made by a tax resident or PE in Singapore to non-tax residents are 
generally subject to WHT at a rate of 15%, subject to provisions under relevant DTAS.

There is currently a range of WHT exemptions for the financial sector which apply to 
different financial institutions for payments made under different types of financial 
transactions.

Proposed
As part of the Government’s process to continually review tax concessions to ensure 
relevance and usefulness, the following changes are proposed:

a. To ensure that the relevance of the tax concessions is periodically reviewed, a review date 
of 31 December 2022 will be introduced for the current WHT exemptions for the following 
payments:

i. Payments made under cross-currency swap transactions made by Singapore swap 
counterparties to issuers of Singapore dollar debt securities;

ii. Payments made under interest rate or currency swap transactions by financial 
institutions;

iii. Payments made under interest rate or currency swap transactions by the MAS; and
iv. Specified payments made under securities lending or repurchase agreements by 

specified institutions.

b. The following WHT exemptions will be introduced, along with a review date of 31 
December 2022:

i. Interest on margin deposits paid by members of approved exchanges for transactions 
in futures; and

ii. Interest on margin deposits paid by members of approved exchanges for spot foreign 
exchange transactions (other than those involving Singapore dollars).

The change in (b) will take effect for payments under agreements entered into on or after 20 
February 2018.

c. The current WHT exemptions for the following payments will be withdrawn: 

i. Interest from approved Asian Dollar Bonds; and
ii. Payments made under over-the-counter financial derivative transactions by companies 

with FSI-Derivatives Market awards that were approved on or before 19 May 2007.

The change in (c) will take effect for payments under agreements entered into on or after 1 
January 2019.
 
Unless the WHT exemptions under (a) and (b) are extended, the WHT exemptions will cease 
to apply to payments that are liable to be made under agreements entered into on or after 1 
January 2023. WHT exemptions will continue to apply to payments that are liable to be made 
on or after 1 January 2023, under agreements entered into on or before 31 December 2022.

All other conditions of the schemes remain the same.

The MAS will release further details of the changes by May 2018.

 Our view

 • These changes reflect the Government’s policy of ensuring that tax exemptions continue 
to be both relevant and appropriate in regard to the particular industry.
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Extend the tax incentive scheme for Approved Special Purpose Vehicle (ASPV) 
engaged in asset securitisation transactions (ASPV Scheme)
The ASPV Scheme grants the following tax concessions to an ASPV engaged in asset 
securitisation transactions:

a. Tax exemptions on income derived by an ASPV from approved asset securitisation 
transactions;

b. GST recovery on its qualifying business expenses at a fixed rate of 76%;
c. WHT exemption on payments to qualifying non-residents on over-the-counter financial 

derivatives in connection with an asset securitisation transaction; and
d. Remission of stamp duties on the instrument relating to transfer of assets to the ASPV for 

approved assets securitisation transactions.

The ASPV Scheme is scheduled to lapse after 31 December 2018.

Proposed
To continue to develop the structured debt market, the ASPV Scheme will be extended till 31 
December 2023, except for the stamp duty remission. 

The stamp duty remission mentioned above will be allowed to lapse after 31 December 
2018. All existing conditions of the scheme will remain unchanged.

The MAS will release further details of the changes by May 2018.

 Our view

 • The ASPV Scheme was launched in 2004, both to develop the asset securitisation market 
and more broadly to grow Singapore’s structured debt market as an alternative location 
for risk transfer and structured finance in Asia.

 • The extension of the ASPV Scheme, along with the extension of the automatic WHT 
exemption on payments to qualifying non-residents on over-the counter financial 
derivatives till 31 December 2023, are in line with the Government’s initiatives to 
promote the structured debt market in Singapore. It is envisaged that the extension 
could attract new and existing companies to carry out and/or further conduct asset 
securitisation transactions in Singapore.

 • However, the stamp duty remission where qualifying assets are transferred to the ASPV 
for approved assets securitisation purposes will be allowed to lapse after 31 December 
2018. While this is indeed a disappointment for ASPVs, it is similar to the incentive regime 
for listed REITs where the stamp duty remission was also allowed to lapse after 31 March 
2015.
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Extend the Qualifying Debt Securities (QDS) incentive scheme and allow the 
Qualifying Debt Securities Plus (QDS+) incentive scheme to lapse
The QDS scheme offers the following tax concessions on qualifying income from QDS: 

a. 10% concessionary tax rate for qualifying companies and bodies of persons in Singapore; 
and

b. Tax exemption for qualifying non-residents and qualifying individuals.

To qualify as QDS, debt securities must be substantially arranged by financial institutions in 
Singapore.

The QDS+ scheme grants tax exemptions for all investors on qualifying income derived from 
QDS that are:

a. Debt securities (excluding Singapore Government Securities) with an original maturity of 
at least 10 years; and

b. Islamic debt securities or sukuk.

The QDS and QDS+ schemes are scheduled to lapse after 31 December 2018.

Proposed
To continue supporting the development of Singapore’s debt market, the QDS scheme will 
be extended till 31 December 2023.

As part of the Government’s regular review of tax incentives, the QDS+ scheme will be 
allowed to lapse after 31 December 2018.

Debt securities with tenures beyond 10 years, and Islamic debt securities that are issued:

a. After 31 December 2018 – can enjoy tax concessions under the QDS scheme if the 
conditions of the QDS scheme are satisfied;

b. On or before 31 December 2018 – can continue to enjoy the tax concessions under the 
QDS+ scheme if the conditions of the QDS+ scheme are satisfied.

The MAS will release further details of the change by May 2018.

 Our view

 • With the emergence of new funding options (e.g., crowd funding) and Singapore’s 
aspiration to be a world leader in the FinTech industry, it would have been helpful if 
incentives that encourage new funding options originated in or managed from Singapore 
had been introduced in Budget 2018. 

 • Nonetheless, QDS are instruments for corporate debt issuance given the attractive tax 
concessions accorded to QDS and the extension of the QDS scheme could continue to 
support Singapore’s competitive edge in the global corporate debt market. It remains to 
be seen whether the QDS scheme will be further extended beyond 31 December 2023.

 • Introduced in Budget 2008, the QDS+ scheme was an enhancement of the QDS scheme 
targeted to further incentivise specified debt securities with an original maturity of at 
least 10 years and Islamic debt securities. Scrapping the QDS+ scheme seems to suggest 
that the Government considered the enhancement to not be of continuing importance. 



Singapore Budget 2018 Commentary  | Business Tax

26

Extend the tax exemption on income derived by primary dealers from trading in 
Singapore Government Securities (SGS) 
A tax exemption is currently granted on income derived by primary dealers from trading in 
SGS. The tax exemption is scheduled to lapse after 31 December 2018.

Proposed
To strengthen the primary dealer network and encourage trading in SGS, the tax exemption 
on income derived by primary dealers from trading in SGS will be extended till 31 December 
2023.

The MAS will release further details of the extension by May 2018.

 Our view

 • The SGS market is a key element of Singapore’s domestic debt market. Primary dealers 
provide liquidity to the SGS market and underwrite the issuance of SGS. 

 • Primary dealers play an important role in SGS markets by fulfilling the role of market 
makers and driving the process of price discovery and trading liquidity. They contribute 
greatly to the growth and development of both the SGS and corporate bond markets.

 • Tax exemption has been granted since 27 February 1999 on income derived by SGS 
primary dealers from trading in SGS to encourage financial institutions to take on the 
role of SGS primary dealers. This exemption provided under Section 43N(3)(b) of the ITA 
has been extended several times over the years and is due to expire on 31 December 
2018.

 • It is indeed welcome that the Minister has now extended the tax exemption for a further 
period of 5 years.

Extend the Investment Allowance (IA) scheme to include qualifying investment in 
submarine cable systems landing in Singapore 
Under the IA scheme administered by the EDB, an investment allowance is granted based 
on a specified percentage of up to 100% of a specified capital expenditure incurred on an 
approved project. 

Approved projects include the following activities:

a. Manufacture or increased manufacture of any product
b. Provision of specialised engineering or technical services
c. Research and development
d. Construction operations
e. Reduction of the consumption of water
f. Any qualifying activity prescribed for the pioneer service incentive
g. Promotion of the tourist industry (other than the building of a hotel) in Singapore
h. Operation of any space satellite
i. Provision of maintenance, repair and overhaul services to any aircraft (deadline for 

approval has lapsed from 1 April 2015)
j. Improving energy efficiency

Capital expenditure incurred on submarine cable systems is currently not one of the 
approved projects as listed above.

The IA is granted in addition to the normal capital allowance claimed on base expenditure 
incurred and it is deducted from chargeable income. The amount of chargeable income so 
abated is exempt from tax. Any unutilised IA can be carried forward indefinitely to be utilised 
against subsequent years’ chargeable income without the need to satisfy any conditions, 
including the shareholding test or the business continuity test.



Singapore Budget 2018 Commentary  | Business Tax

27

Introduce a review date for the current WHT exemption on container lease 
payments to non-resident lessors
A WHT exemption is currently allowed on lease payments made to non-resident lessors 
(excluding PEs in Singapore) for the use of qualifying containers for the carriage of goods by 
sea.

Proposed
A review date of 31 December 2022 will be introduced to ensure that the relevance of the 
scheme is periodically reviewed. 

Unless this exemption scheme is extended, such payments accruing to a non-resident 
lessor under any lease or agreement entered into on or after 1 January 2023 in respect of 
the use of a qualifying container for the carriage of goods by sea will be subject to WHT.

 Our view

 • This change reflects the Government’s policy of ensuring that tax exemptions continue 
to be both relevant and appropriate in regard to the particular industry.

 • Without this WHT exemption, and subject to provisions under relevant double tax 
treaties, such payments would be subject to 15% WHT under the ITA.

Where a company has sold, leased out, or otherwise disposed of any assets in respect of 
which IA has been given during the qualifying period or within 2 years after the end of its 
qualifying period, a clawback of the aggregate IA claimed would apply. 

Proposed
The IA scheme will be extended to include capital expenditure incurred on newly-
constructed strategic submarine cable systems landing in Singapore, subject to qualifying 
conditions, which are expected to be announced by the EDB in due course. 

All other conditions of the IA scheme apply, except for the following which will be permitted:

a. The submarine cable systems can be used outside Singapore; and 

b. The submarine cable systems, on which IA has been granted, can be leased out under the 
indefeasible rights of use arrangements.

The enhancement will take effect for capital expenditure incurred between 20 February 
2018 and 31 December 2023 (both dates inclusive).

 Our view

 • The proposed extension of the IA scheme is in line with the Government’s initiatives to 
strengthen Singapore’s position as a leading digital connectivity hub. It is envisaged that 
the proposed extension would attract new and existing industry players to carry out 
and/or further entrench their operations in Singapore.
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Personal Tax
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Personal tax

Personal Income Tax rates 
In Budget 2015, the Minister had announced a more progressive personal income tax rate 
structure for resident individual taxpayers with effect from YA 2017. 

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

The personal income tax rate table applicable from YA 2017 is enclosed in Appendix E.

 Our view

 • Given that the Minister had already announced in Budget 2015 a change in personal 
income tax rates to take effect from YA 2017, it was within expectations that no further 
changes to the personal income tax rates would be announced.

 • While any lowering of personal income tax rates would have been welcomed by 
individual taxpayers, this was not likely since the increase in the marginal tax rate for the 
higher income tax bands only took effect from YA 2017.

 • 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%.
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Changes to Foreign Maid Levy (FML) relief arising from adjustments to Foreign 
Domestic Worker (FDW) levy 
The FML relief is currently only available to married women and divorcees/widows based on 
twice the amount of the FDW levy paid in the previous year for 1 FDW. To claim the relief, a 
female resident taxpayer must satisfy the following conditions:

a. The female taxpayer or her husband employed a FDW in the preceding calendar year; 
and

b. During the calendar year, the taxpayer was:
 – Married and lived with her husband; or
 – Married and her husband was not a tax resident in Singapore; or
 – Separated from her husband, divorced or widowed and had children who lived with 
her and on whom she can claim child reliefs.

The FDW levy (without concession) is currently levied at $265 per month. For those 
households with young children below 16 years of age or elderly persons, or persons with 
disabilities, the monthly FDW levy (with concession) is reduced to $60.

Proposed
The Minister has proposed the following adjustments to the FDW levy framework with effect 
from 1 April 2019:

a. For the first FDW who is employed without levy concession, the monthly levy will be 
raised from $265 to $300. 

b. For the second FDW who is employed without levy concession, the monthly levy will be 
raised from $265 to $450. 

c. The qualifying age for levy concession under the aged person scheme will be raised from 
65 to 67 years.

However, all households with persons aged 65 and 66, which are enjoying or have enjoyed 
the levy concession under the aged person scheme before 1 April 2019, will continue to pay 
the monthly levy rate of $60 on and after 1 April 2019.

The FDW levy (with concession) remains at $60 per month.

 Our view

 • Although the increase in FDW levy (without concession) is aimed at regulating the 
increase in number of FDWs and to avoid the over-dependency of FDWs, it does provide 
additional revenue to the Government in view of the large number of FDWs currently in 
Singapore. 

 • In addition, families with young children or aged persons or with special needs 
dependents should not be adversely impacted as they will continue to enjoy the levy 
concession.

 • The increase in the FDW levy will increase the amount of the corresponding FML relief 
available to eligible female taxpayers. Accordingly, it may not significantly affect the 
demand for FDWs, although it may influence the decision of having more than 1 FDW. 
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Indirect Tax
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Indirect tax

Increase of GST standard rate
Currently, the standard GST rate applicable in Singapore is 7%, which is low when compared 
to many countries in the world.

Proposed
In order to close the expected revenue and expenditure gap in the years beyond 2020, the 
Government has announced that the standard GST rate will be increased by 2%, from 7% to 
9%, sometime in the period from 2021 to 2025.

The Government will also implement various measures to lessen the financial impact of the 
GST rate hike on Singaporeans, such as:

a. Continue to absorb GST on publicly-subsidised education and healthcare;
b. Enhance the permanent GST Voucher scheme for low income households; and
c. Implement an offset package for low and middle income earners for a period of time.

The Government noted that the exact timing of the proposed rate change will depend on a 
number of factors, such as, the state of the economy, how much the expenditures grow in 
the intermediate period, and how buoyant the existing taxes are.

 Our view

 • Given that Singapore has a healthy budget surplus for FY 17, it may be difficult for 
the Government to justify a GST rate increase in the near term. By making the 
announcement on the GST rate increase well ahead of the implementation date and 
coupled with the various measures to be undertaken, the announcement should provide 
Singaporeans and businesses ample time to adjust to the change and be ready when it is 
eventually implemented.  

 • The Minister expressed a view that the increase is likely to be earlier rather than later 
in the period, which means it could take place as early as 2021. An increase by 2% 
will provide the Government with revenue of almost 0.7% of GDP growth, and hence 
the additional tax revenue will be important to the Government for funding rising 
expenditure in key areas such as healthcare, infrastructure, education and security.

 • In addition, the GST rate is likely to increase from 7% to 9% in one go, as happened on 
1 July 2007 when the GST rate was increased from 5% to 7%. This is because ample 
time has already been provided to Singaporeans and businesses to prepare for it. 
Furthermore, staggering the rate change could inevitably increase business costs such 
as the costs associated with the re-configuration of Information Technology (IT) systems, 
invoice format changes, etc. 

 • Although there is ample lead time, businesses should still plan ahead to evaluate 
what system and process changes may be required. One consistent challenge is the 
availability of IT systems; hence, some internal discussions now about IT budgets could 
make a big difference to the ease of implementing the change eventually.



Singapore Budget 2018 Commentary  | Indirect tax

33

Introduce GST on imported services 
In the last Budget, the Minister announced that Singapore was 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. 

Currently, Singapore GST is not applicable on imported services provided by an overseas 
supplier that does not have an establishment in Singapore.

Proposed
To make sure that our tax system remains fair and resilient in a digital economy, the Minister 
has proposed the introduction of GST on imported services with effect from 1 January 2020.

Business-to-Business (B2B) imported services will be taxed via a reverse charge mechanism. 
The reverse charge mechanism requires the local business customer to account for GST 
to the IRAS on the services it has received from overseas suppliers. The local business 
customer would recover the GST accounted for as its input tax, based on its usual input tax 
recovery rate. 

In Singapore’s case, it is proposed that only businesses that make the following types of 
supply will need to apply reverse charge: 

 • Non-incidental exempt supplies (e.g., provision of certain financial services, sale and lease 
of residential accommodation, etc.); or

 • Non-business supplies (e.g., certain grants, donations, sponsorships received by charities, 
etc.).

As the majority of businesses in Singapore make wholly taxable supplies, they would 
therefore not be affected by the introduction of the reverse charge. However the impact on 
partially exempt businesses, businesses that receive non-business receipts or those non-
GST registered businesses that receive imported services exceeding $1M per year will be 
potentially significant.

The taxation of Business-to-Consumers (B2C) imported digital services will take effect 
through an Overseas Vendor Registration (OVR) scheme. This will require overseas suppliers 
and electronic marketplace operators which make supplies of digital services to local 
consumers above a threshold value of $100,000 per year, to register with the IRAS for GST. 

Once they are registered for GST, they will be required to charge and collect GST on their 
digital supplies to non-business consumers locally.

The IRAS will release further details of the changes for both B2B and B2C by end-February 
2018. The Government also noted that they are continuing to study how to effect the 
changes for low-value goods.

 Our view

 • The changes are not surprising as they have been the subject of consultation for some 
time. In addition, it is only equitable that the same GST treatment be applied on the 
consumption of services in Singapore, regardless whether the service is purchased from 
a local or an overseas supplier, given that GST is fundamentally a consumption-based 
tax. This is also in line with many other jurisdictions where imported services are taxed.

 • These changes could provide some welcome relief to local GST-registered businesses 
as it will address the current mismatch between the cost of acquiring services from a 
supplier based outside Singapore and from a GST-registered local supplier, and it is 
envisaged that this change would bring about a level playing field between the local and 
overseas suppliers from a GST perspective.

 • However, the implementation of the measures is unlikely to be welcomed by the 
affected businesses as it will mean additional compliance costs and also, the potential 
irrecoverable input tax resulting from the reverse charge on imported services will 
translate into additional business costs.

 • The changes will also result in an increase in the price of services purchased from 
affected businesses, so ultimately consumers will have to pay more than before.

 • The most affected industries in respect of B2B imported services could be the banks, 
insurance companies, funds, residential property developers, and mixed-use property 
developers that are either not entitled to full input tax recovery, or input tax recovery at 
all. In addition, businesses that undertake both business and non-business activities will 
also be affected as they are similarly not entitled to full input tax recovery.

 • The IRAS is expected to continue to engage affected taxpayers to fine-tune the 
administrative rules so as to bring compliance costs down as much as possible. In the 
meantime, businesses should consider the process and system changes needed and 
evaluate the impact on costs.
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Others

Extend the Wage Credit Scheme (WCS)
The WCS supports businesses embarking on transformation efforts, and encourages 
employers to share productivity gains with workers by co-funding wage increases. It was 
introduced in Budget 2013 and extended in Budget 2015. 

Proposed
In Budget 2018, the WCS will be extended for 3 more years (i.e. 2018 to 2020). The 
Government’s co-funding of qualifying wage increases will be 20% in 2018, and will be 
tapered in subsequent years. A summary of the changes is shown in the Table below:

Table: Comparison of the current and proposed extended WCS

Scheme Current Proposed 

Qualifying years  • 2016 and 2017  •  2018, 2019 and 2020

Level of co-funding  • 20% of qualifying wage 
increases for both years

 • 20% of qualifying wage 
increases in 2018

 • 15% of qualifying wage 
increases in 2019

 • 10% of qualifying wage 
increases in 2020

Qualifying wage 
increases

 • Gross monthly wage 
increases of at least $50 
given to Singaporean 
employees in the qualifying 
year, up to a gross monthly 
wage level of $4,000, will 
receive co-funding.

 • In addition, gross monthly 
wage increases of at least 
$50 given in 2015 and 
2016, and sustained in 
subsequent years of the 
scheme, will be supported.

 • Gross monthly wage 
increases of at least $50 
given to Singaporean 
employees in the qualifying 
year, up to a gross monthly 
wage level of $4,000, will 
receive co-funding.

 • In addition, gross monthly 
wage increases of at least 
$50 given in 2017, 2018 
and 2019, and sustained 
in subsequent years of the 
scheme, will be supported.

Others  • All other parameters remain the same.
 • Employers do not need to apply for WCS. They will receive 
payouts automatically in March of the following year.

      
As an illustration:

a. Under the current WCS, if an employer increases the gross monthly wage of a qualifying 
employee by $100 in 2017, the Government will co-fund 20% of the $100 wage increase.

b. Under the WCS extension, if the employer sustains this $100 wage increase in 2018, 2019 
and 2020, and provides further wage increases of $100 each year in 2018, 2019 and 2020, 
the Government will co-fund 20% of the total wage increase of $200 in 2018, 15% of the 
total wage increase of $300 in 2019, and 10% of the total wage increase of $400 in 2020.

c. This means that the employee will receive a total of $12,000 more in wages of which the 
Government would have co-funded $1,740.

 Our view

 • Despite the positive economic outlook, businesses would welcome the Government’s 
support in helping to ease the burden of rising business costs in the short term. 

 • The extension of the WCS could help free-up resources for businesses to continue 
investing in productivity and innovation, which is in line with the Government’s vision to 
build a vibrant and innovative economy.

 • The Government has highlighted that income inequality may potentially strain our social 
fabric. The extension of WCS would encourage businesses to continue to raise the wages 
of lower-income Singaporeans and to bridge the gap.  
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Changes to Buyer’s Stamp Duty (BSD) for residential properties 
BSD for the acquisition of residential or non-residential properties is currently payable based 
on a tiered rate structure as follows: 

Purchase price/market value of property (whichever is 
higher)

BSD Rate

First $180,000 1%

Next $180,000 2%

Remaining amount exceeding $360,000 3%

Proposed
The Minister has announced that the top marginal BSD rate for the acquisition of residential 
properties will be increased to 4%. The revised BSD payable for the acquisition of residential 
properties will be as follows:

Purchase price/market value of property (whichever is 
higher)

BSD Rate

First $180,000 1%

Next $180,000 2%

Next $640,000 3%

Remaining amount exceeding $1M 4%

The effective date is 20 February 2018. The old BSD rate will apply where the Option to 
Purchase (OTP) was granted and exercised on or before 19 February 2018. Buyers who 
acquire residential properties during the transitional period (i.e., where the buyer was 
granted the OTP on or before 19 February 2018 but exercises it before the earlier of 12 
March 2018 or date of expiry of the option validity period without any extension) may apply 
to the IRAS for remission to apply the old BSD rate.    

 Our view

 • Notwithstanding the introduction of several rounds of cooling measures (e.g., the 
imposition of Additional Buyer’s Stamp Duty for certain buyer profile and Seller’s Stamp 
Duty) since 2009 by the Government to mitigate the effects of a property bubble, the 
BSD rate has remained unchanged since 1996.  

 • As mentioned by the Minister in his Budget speech, the increase in the top marginal 
BSD rate for acquisition of residential properties is part of the Government’s approach 
towards a more progressive tax system with those better off contributing back to the 
society. Therefore, the proposed change should not be viewed as another cooling 
measure to curb property speculation.

 • As the new top marginal BSD rate of 4% will only apply to the value of residential 
properties in excess of $1M, buyers of residential HDB properties are likely not affected 
by the proposed change as the value of such properties are generally below $1M.

 • The proposed change in BSD rate will only affect buyers of mid-range to high-end private 
residential properties.

 • In addition, with the recent surge in en-bloc sales within the private property market, 
en-bloc sellers who have committed to the sale of their residential property but have 
yet to acquire an alternative residential property may also be affected. As an example, 
where a buyer acquires a residential property valued at $2M, the buyer will be incurring 
an additional BSD of $10,000 with the revised rates. 
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Changes to Foreign Worker Levy (FWL)
The FWL is a pricing control mechanism used to regulate the demand for foreign workers 
in Singapore. An employer who employs any foreign worker under a Work Permit or Special 
Pass is required to pay the monthly FWL at the prevailing rate.

Proposed
The FWL rates will remain unchanged for all sectors. The earlier-announced FWL increases 
for the Marine Shipyard and Process sectors will be deferred for another year, from 1 July 
2018 to 30 June 2019, as these sectors still face weaknesses.

With the above, the current levy rates for S Pass Holders previously announced in Budget 
2016 will continue to apply, summarised as follows:

Table 1: S Pass Holders Levy Schedule

Tier (Sector) Sector Dependency Ratio 
(DR)

Levy Rates ($)
From 1 July 2016

Basic Tier (All) ≤10% 330

Tier 2 (Services) 10-15% 650

Tier 2 (Other Sectors) 10-20% 650

The rates for Work Permit Holders are summarised as follows:

Table 2: Work Permit Holders Levy Schedule

Sector Tier Sector 
Dependency 

Ratio (DR) 

Levy Rates ($)
(R1/R2)

Current

Levy Rates ($)
(R1/R2)

1 July 2018

Construction Basic Tier ≤87.5% 300/700 300/700

Man-Year 
Entitlement 
Waiver (MYE)

600/950 600/950

Services Basic Tier ≤10% 300/450 300/450

Tier 2 10-25% 400/600 400/600

Tier 3 25-40% 600/800 600/800

Marine Basic Tier ≤77.8%* 300/400 300/400

Process Basic Tier ≤87.5% 300/450 300/450

MYE-Waiver 600/750 600/750

Manufacturing Basic Tier ≤25% 250/370 250/370

Tier 2 25-50% 350/470 350/470

Tier 3 50-60% 550/650 550/650

* Reduced to 77.8% from 1 January 2018.

 Our view

 • Whilst it is the Government’s policy to encourage less reliance on foreign labour, the 
Government is also mindful of the impact FWL may have on business costs in Singapore. 

 • 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.

 • Although economic growth in 2017 had exceeded the Government’s forecast at the 
start of 2017, it had been mainly concentrated in the manufacturing and export-driven 
sectors. The decision to keep FWL unchanged will certainly be a welcome move by 
businesses, especially SMEs.
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Introduce carbon taxes
As part of the Government’s commitment to address climate change and reduce emissions, 
and as announced in Budget 2017, the Government will implement carbon tax on the 
emission of greenhouse gases from 2019.

Proposed
To encourage companies to reduce emissions, the Government will implement a carbon tax 
on all facilities producing greenhouse gases exceeding the prescribed threshold from 2019. 
In a draft Carbon Pricing Bill, issued by the Minister of Environment and Water Resources, 
the Government proposed that: 

 • A carbon tax will be imposed on all facilities producing 25,000 tonnes or more of 
greenhouse gas emissions in a year, with the first payment expected to be paid in 2020 
based on emissions in 2019.

 • The carbon tax will be $5 per tonne of greenhouse gas emissions in the first instance, from 
2019 to 2023. This is a downward revision from the previously announced tax rate of $10 
to $20 per tonne of greenhouse gas emissions. 

 • The carbon tax rate will be reviewed again by 2023. The intention is to increase the carbon 
tax to a rate of between $10 and $15 per tonne of emissions by 2030.

 • A carbon tax registry will be set up for registered companies to obtain credits from the 
Registrar of Carbon Pricing, which will be used to pay the carbon tax levied.   

Note: Under the Carbon Pricing Bill, facilities will have to report and pay carbon taxes where 
the prescribed threshold is met on the following greenhouse gases (calculated based on a 
CO2 equivalent)—carbon dioxide, methane, nitrous oxide, sulphur hexafluoride, nitrogen 
trifluoride, prescribed hydrofluorocarbons, and prescribed perfluorocarbons.

At this juncture, the carbon tax will apply uniformly to all sectors, without exemption. The 
government expects to collect carbon tax revenue of approximately $1B in the first 5 years.

According to the draft Carbon Pricing Bill: 

 • Any business facility producing 2,000 tonnes or more of greenhouse gases (calculated 
based on a CO2 equivalent) will be required to register as a ‘reportable facility’ (for 
monitoring purposes); and 

 • Any business facility producing 25,000 tonnes or more of greenhouse gases, will 
be considered a ‘taxable facility’ and will be liable to carbon tax of $5 per tonne of 
greenhouse gases emitted (based on a CO2 equivalent).  

The final Carbon Pricing Bill is expected to be introduced in the first quarter of 2018.  

 Our view

 • One of the key challenges in addressing climate change is to obtain ‘buy-in’ from 
countries to agree to reduce greenhouse gas emissions. However, following the signing 
of the Paris Agreement in April 2016, signatories have agreed towards meeting certain 
timelines to combat climate change. The introduction of carbon tax through the Carbon 
Pricing Bill would accordingly help Singapore meet its commitments under the Paris 
Agreement. 

 • Whilst the carbon tax will not apply directly to households, the imposition of such tax on 
industries will see a cascading effect to end consumers. Although the impact is expected 
to be minimal in the short term, any subsequent increase in the carbon tax rate may 
have a more significant impact to consumers. 

 • The additional Utilities-Save (U-Save) rebates for 2019 to 2021 will be helpful as an 
interim measure for households to adjust to the consequential increase in costs. In 
the longer term, it is possible that rebates may be reduced as industries become more 
efficient over time. 

 • The revenue collected via the carbon tax could support the R&D for alternative green 
energy solutions or other measures, which could mitigate any potentially regressive 
effect of the tax.

 • At this juncture, limited information is available on the carbon credit registry and 
whether carbon credit may be earned in addition to being purchased. Additional details 
will be anticipated by the business community to enable them to plan forward. 
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No additional carbon taxes on diesel, petrol and compressed natural gas (CNG)
The levy of carbon tax via the new Carbon Pricing Bill will only be applicable to greenhouse 
gases emitted largely by industries (which account for about 80% of Singapore’s greenhouse 
gas emissions). The remaining 20% which is contributed by various sources, will be reviewed 
separately. Currently, there are already excise duties applied on petrol, diesel, and CNG, 
which indirectly serve to discourage their use.   

Proposed
The excise duties applied on petrol, diesel and CNG are viewed by the Government as 
currently effective in encouraging the reduction in the use of such fuels. As such, there will 
be no additional carbon tax imposed on petrol, diesel and CNG. 

The Government will also not increase excise duties at this point in time, but will continue to 
review and adjust them periodically. 

 Our view

 • Excise duty rates on petrol were last reviewed and increased in Budget 2015, whilst 
excise duties on diesel fuel were introduced in Budget 2017. Accordingly, any increase in 
excise duties on petrol and diesel was not anticipated this year.  

 • Separately, the Government consistently reviews its policies with regard to duties and 
taxes on petrol and diesel fuel for automotive use towards the promotion of a greener 
and sustainable environment. Budget 2017 saw the introduction of a new Vehicular 
Emission Scheme (VES) to replace the Carbon Emission-based Vehicle Scheme (CEVS). 
As VES only came into effect from 1 January 2018, the Government is likely to require a 
longer time to review and assess the efficacy of the scheme before introducing further 
revisions to excise duties and/or taxes based on fuel use or emissions.  
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10% increase in excise duties on tobacco products
The excise duties on tobacco products has remain unchanged for the last 4 years. In 
Budget 2018, the Government will implement a 10% increase in excise duties for all tobacco 
products with immediate effect.

Proposed
To reduce the consumption of tobacco products in Singapore, the Government will 
implement a 10% increase in excise duties on all tobacco products: 

Table: Comparison of old and new excise duties on tobacco products

HS Code Product Description Old Excise Duty New Excise Duty

2401.10.10 Tobacco unmanufactured not 
stemmed or stripped Virginia 
type flue cured

$352.00 per kgm $388.00 per kgm

2401.10.20 Tobacco unmanufactured not 
stemmed or stripped Virginia 
type not flue cured

$352.00 per kgm $388.00 per kgm

2401.10.40 Tobacco unmanufactured not 
stemmed or stripped Burley 
type

$352.00 per kgm $388.00 per kgm

2401.10.50 Other tobacco 
unmanufactured not 
stemmed or stripped flue 
cured

$352.00 per kgm $388.00 per kgm

2401.10.90 Other tobacco 
unmanufactured not 
stemmed or stripped not flue 
cured

$352.00 per kgm $388.00 per kgm

2401.20.10 Tobacco unmanufactured 
partly or wholly stemmed or 
stripped Virginia type flue 
cured

$352.00 per kgm $388.00 per kgm

HS Code Product Description Old Excise Duty New Excise Duty

2401.20.20 Tobacco unmanufactured 
partly or wholly stemmed or 
stripped Virginia type not flue 
cured

$352.00 per kgm $388.00 per kgm

2401.20.30 Tobacco unmanufactured 
partly or wholly stemmed or 
stripped Oriental type

$352.00 per kgm $388.00 per kgm

2401.20.40 Tobacco unmanufactured 
partly or wholly stemmed or 
stripped Burley type

$352.00 per kgm $388.00 per kgm

2401.20.50 Other tobacco 
unmanufactured partly or 
wholly stemmed or stripped 
flue cured

$352.00 per kgm $388.00 per kgm

2401.20.90 Other tobacco 
unmanufactured partly or 
wholly stemmed or stripped 
not flue-cured

$352.00 per kgm $388.00 per kgm

2401.30.10 Tobacco stems $352.00 per kgm $388.00 per kgm

2401.30.90 Other tobacco refuse $352.00 per kgm $388.00 per kgm

2402.10.00 Cigars, cheroots & cigarillos, 
containing tobacco

$388.00 per kgm $427.00 per kgm

2402.20.10 Beedies cigarettes $299.00 per kgm $329.00 per kgm

2402.20.20 Clove cigarettes 38.8 cents for every 
gram or part thereof 
of each stick of 
cigarette

42.7 cents for every 
gram or part thereof 
of each stick of 
cigarette

2402.20.90 Other cigarettes containing 
tobacco

38.8 cents for every 
gram or part thereof 
of each stick of 
cigarette

42.7 cents for every 
gram or part thereof 
of each stick of 
cigarette
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HS Code Product Description Old Excise Duty New Excise Duty

2402.90.10 Cigars, cheroots & cigarillos, 
of tobacco substitutes

$388.00 per kgm $427.00 per kgm

2402.90.20 Cigarettes of tobacco 
substitutes

38.8 cents for every 
gram or part thereof 
of each stick of 
cigarette

42.7 cents for every 
gram or part thereof 
of each stick of 
cigarette

2403.11.00 Water pipe tobacco specified 
in Subheading Note 1 to 
Chapter 24

$388.00 per kgm $427.00 per kgm

2403.19.11 Ang hoon packed for retail 
sale

$299.00 per kgm $329.00 per kgm

2403.19.19 Other smoking tobacco 
packed for retail sale

$388.00 per kgm $427.00 per kgm

2403.19.20 Other manufactured tobacco 
for the manufacture of 
cigarettes

$352.00 per kgm $388.00 per kgm

2403.19.90 Other smoking tobacco not 
packed for retail sale 

$388.00 per kgm $427.00 per kgm

2403.91.10 Homogenised or 
reconstituted tobacco packed 
for retail sale

$388.00 per kgm $427.00 per kgm

2403.91.90 Homogenised or 
reconstituted tobacco not 
packed for retail sale

$388.00 per kgm $427.00 per kgm

2403.99.30 Manufactured tobacco 
substitutes

$388.00 per kgm $427.00 per kgm

2403.99.40 Snuff whether or not dry $388.00 per kgm $427.00 per kgm

2403.99.50 Chewing & sucking tobacco 
excl snuff

$299.00 per kgm $329.00 per kgm

HS Code Product Description Old Excise Duty New Excise Duty

2403.99.90 Other manufactured tobacco, 
not used for smoking

$388.00 per kgm $427.00 per kgm

Effective date: 19 February 2018

 Our view

 • The increase in excise duties on tobacco had not been widely anticipated, although it 
may not have come as a complete surprise given the themes surrounding Budget 2018 
and the fact that excise duties on tobacco has not increased in the last 4 years. The 
increase in excise duties on tobacco is also in line with the Government’s plan of moving 
towards a green and liveable city, as the increase in cigarettes prices are intended to 
discourage smoking and thereby contributing towards a greener and more liveable city. 

 • Separately, the Government has also announced that one of the key growths in 
Government expenditure is the area of healthcare, where spending has more than 
doubled from $3.9B in FY2011 to an estimated $10.2B in FY2018. As chronic diseases 
places burden on the healthcare system, the increase in tobacco prices via excise duties 
would also serve to discourage smoking and promote a healthier society.  
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Appendix A

(1) 75% of first $10,000 and 50% of next $290,000 of chargeable 
income are exempt from tax.

(2) For qualifying new companies, the first $100,000 of 
chargeable income and 50% of the next $200,000 of 
chargeable income are exempt from tax for any of the first 
3 consecutive YAs falling within the period from YA 2008 
onwards.

(3) A corporate income tax rebate at 40% of the tax payable up 
to a maximum rebate of $15,000.

(4) A corporate income tax rebate at 50% of the tax payable up 
to a maximum rebate of $25,000. 

(5) A corporate income tax rebate at 50% of the tax payable up 
to a maximum rebate of $20,000. 

(6) A corporate income tax rebate at 30% of the tax payable up 
to a maximum rebate of $30,000.

(7) A one-off SME cash grant of 5% of revenue, capped at $5,000.
(8) A one-off corporate income tax rebate or SME cash grant 

computed at the higher of:
· 20% of YA 2011 corporate income tax payable, capped at 

$10,000 (corporate income tax rebate); or
· 5% of revenue, capped at $5,000 (SME cash grant).

(9) 75% of first $10,000 and 50% of next $90,000 of chargeable 
income are exempt from tax.

(10) For qualifying new companies, the first $100,000 of chargeable 
income is exempt from tax for any of the first 3 consecutive 
YAs falling within the period from YA 2005 onwards.

(11) Effective tax rate (net of 10% tax rebate).

Singapore corporate tax rates
For the YAs 1959 to 2018

17.0% (1) (2) (3)

17.0% (1) (2) (4)

17.0% (1) (2) (5)

17.0% (1) (2) (6)

17.0% (1) (2) (6)

17.0% (1) (2) (6)

17.0% (1) (2) (7)

17.0% (1) (2) (8)

17.0% (1) (2)
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Appendix B

 Comparison of current corporate tax rates in selected countries

(1) Subject to enactment of the legislation, a two-tiered profits tax regime will apply 
to both corporations and unincorporated businesses commencing from YA 
2018/2019 (i.e., on or after 1 April 2018) with certain exceptions. For corporations, 
the tax rate will be 8.25% for the first HK$2M of assessable profits and 16.5% for 
over HK$2M of assessable profits. Whereas, for unincorporated businesses, the 
tax rate will be 7.5% for the first HK$2M of assessable profits and 15% for over 
HK$2M of assessable profits.

(2) Effective 1 January 2018. 
(3) Lower rates of tax apply to income below certain levels.
(4) Reducing to 17% from 1 April 2020. A 25% rate applies where multinational 

companies use artificial arrangements to divert profits overseas to avoid UK tax.
(5) Reducing to 23.2% for fiscal years starting on or after 1 April 2018. After surtax, the 

effective tax rate is approximately 30%.
(6) For YA 2018, companies will be eligible for a reduction of between 1% and 4% on 

the standard tax rate for a portion of their income if there is an increase of 5% or 
more in the company’s chargeable income, compared to the immediate preceding 
YA. Lower rates of tax apply for resident small and medium-sized companies.

(7) A 10% rate (subject to meeting certain requirements) or 20% rate applies to small-
scale enterprises and 15% rate applies to enterprises with new/high-technology 
status, advanced technology service enterprises that perform qualifying 
outsourcing services and enterprises incorporated in certain regions of China that 
engaged in encouraged business activities. 

(8) From YA 2018 to 2019, 25% is applicable to small and medium-sized companies 
with an annual turnover of up to INR500M (proposed to be increased to 
INR2,500M as announced in Budget 2018) in FY 2015 to 2016. 40% applies to 
foreign companies and 30% applies to all other domestic companies with an 
annual turnover above INR50M; all rates exclude surcharge and education cess.

(9) Effective 1 January 2018. Effective tax rate may vary depending on other state and 
local income taxes.
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Appendix C
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Appendix D

Comparative personal effective tax rates for YA 2018 –  
Singapore versus Hong Kong

Employee married with 2 children
Comparison of annual remuneration $200,000 versus $300,000
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Appendix E

Rates of income tax
For resident individuals with effect from YA 2017

Chargeable Income
$

Tax Rate
%

Tax
$

On the first 20,000 0.00 0

On the next 10,000 2.00 200

On the first 30,000 200

On the next 10,000 3.50 350

On the first 40,000 550

On the next 40,000 7.00 2,800

On the first 80,000 3,350

On the next 40,000 11.50 4,600

On the first 120,000 7,950

On the next 40,000 15.00 6,000

On the first 160,000 13,950

On the next 40,000 18.00 7,200

On the first 200,000 21,150

On the next 40,000 19.00 7,600

On the first 240,000 28,750

On the next 40,000 19.50 7,800

On the first 280,000 36,550

On the next 40,000 20.00 8,000

On the first 320,000 44,550

Excess over 320,000 22.00
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Appendix F

Personal reliefs for YA 2018

Earned income relief 

Age Earned income relief Handicapped earned 
income relief

                                       Lower of actual earned income and

Below 55 $1,000 $ 4,000

55 to 59 $6,000 $10,000

60 and above $8,000 $12,000

Spouse relief $2,000
Relief is granted to the taxpayer who is supporting a non-working spouse with
an annual worldwide income not exceeding $4,000. 

Taxpayers cannot claim spouse relief for maintaining their former spouses.

Handicapped spouse relief $5,500
There is no income threshold condition in respect of the handicapped spouse.

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

Parent relief

Maximum of two parents* Parent relief (per 
dependant)

Handicapped parent 
relief (per dependant)

Living in the same household $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 based on the claimants’ agreed proportion or equally among all the 
claimants by the IRAS.

Grandparent caregiver relief (GCR) $3,000
Applicable to working mothers (including widows and divorcees) whose child 
is 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 claim.
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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.

There is no income threshold condition for the handicapped sibling.

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.

Child relief

Qualifying Child Relief (QCR) Handicapped Child Relief (HCR)

Per child $4,000 $7,500

 • Child’s annual worldwide income shall not exceed $4,000 and studying full-time at any 
university, college, or other educational institution at any time in the preceding calendar 
year, if above 16 years old.

 • There is no income threshold condition for the handicapped child.

Working mother’s child relief (WMCR)

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:

 • Maximum of $50,000 per child (QCR/HCR + WMCR); and

 • Up to 100% of the mother’s earned income for all qualifying children.

QCR/HCR will be claimed first, and WMCR will be limited to the remaining cap balance.

Only applicable to working mothers (including widows and divorcees) with children who are 
Singapore citizens.

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

Parenthood tax rebate (PTR)

Quantum of rebate

1st child $5,000

2nd child $10,000

3rd child and subsequent children $20,000 per child

Different qualifying criteria under PTR apply for the child, depending on whether the child is 
legitimate, illegitimate or adopted.

Special tax rebate (STR)
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.
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Approved provident fund/life insurance relief
Compulsory contributions to CPF

Employees Statutory CPF 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
With effect from YA 2017, voluntary contributions made to a taxpayer’s Medisave account 
may be claimed as a relief, subject to a cap of $37,740 less total mandatory contributions per 
YA and the prevailing Basic Healthcare Sum (BHS) limits.

Life insurance premiums
Where compulsory CPF contributions are less than $5,000, the taxpayer may claim qualifying 
life insurance premiums on his or his wife’s life as a relief; however, the total relief (for both 
CPF contributions and life insurance premium together) is subject to a cap of $5,000.

CPF cash top-up

Quantum of relief

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 the CPF 
Minimum Sum Topping-Up Scheme regardless of the recipients’ 
age.

 • 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.

$7,000
(Maximum)

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
(Maximum)
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Supplementary retirement scheme

Employees and self-employed Maximum contributions per year 
(with effect from YA 2017)

Singapore citizens or SPRs $15,300

Foreigners $35,700

Course fees relief

Quantum of relief

Fees (registration fees, examination fees, tuition fees) for courses, 
seminars and conferences:

 • Relating to one’s current trade, business, profession, vocation 
or employment in 2017.

 • Leading to an approved academic, professional or vocational 
qualification in 2017.

$5,500
(Maximum)

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.

$5,500
(Maximum)

National Serviceman (NSman) relief

Quantum of relief

Active NSman $3,000

Non-active NSman $1,500

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

NS key command and staff appointment holders (in 
addition to basic NSman relief)

$2,000

Foreign maid levy relief 

Quantum of relief

For YA 2018 $6,360 
(Maximum)

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

With effect from 1 April 2019 (YA 2020), the monthly FDW levy will be increased from $265 to 
$300 for the first FDW and to $450 for the second FDW, without levy concession. The FDW 
levy (with concession) will remain at $60 per month. 

The amount of relief claimable is twice the annual levy paid for one foreign maid in the 
preceding year.

Personal Income Tax Relief Cap (with effect from YA 2018)
With effect from YA 2018, the total amount of personal income tax reliefs an individual can 
claim is capped at $80,000 per YA.
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Appendix G

(1) The Indian GST was implemented effective from 1 July 2017. It 
is a four-tier GST tax structure of 5%, 12%, 18% and 28%, with 
lower rates for essential items and the highest for luxury and 
demerit goods that would also attract an additional cess. 5% 
rate for items of common use. Standard rate for goods—12% 
and 18%. For services—18%.

(2) Rates vary up to 17% depending on the type of business.
(3) Rate is scheduled to be increased to 10% from 1 October 2019.
(4) The reduced 7% rate was extended until 30 September 2018. 

The standard VAT rate is 10%.
(5)  Rate will be increased from 7% to 9% some time in the period   
      from 2021 to 2025.
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