Singapore Budget 2015
Corporate Income Tax rebate extended
for another two years of assessment
Introduction of a new tax incentive and
enhancement of existing measures to
support internationalising businesses
A more progressive personal income tax
rate structure to take effect from
the year of assessment 2017
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Singapore Budget 2015

Foreword
Against the backdrop of the SG50 jubilee celebrations and the looming prospect of
a prolonged sluggish growth in the advanced economies, it is certainly a difficult task
to strike the right balance between the high expectations of goodies and the needed
measures to push on with the restructuring of the economy to secure Singapore’s future.
From this vantage point, this Budget is not a “balanced” budget but rightfully skewed
towards measures geared in the direction of building Singapore’s future. The four areas
of focus in building Singapore’s future as outlined in the Budget Statement are:
• fostering the development of deep skills throughout life
• promoting innovation and internationalisation
• investing in social and economic infrastructure for the future, and
• building a fair and just society.
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For me, the initiative that stands out in this year’s Budget is the “SkillsFuture”, which is
a national movement to provide the required resources to Singaporeans to enable them
to achieve their fullest potential. While the Pioneer Generation package introduced in
last year’s Budget recognised the contributions made by the pioneers over the last 50
years, this year’s “SkillsFuture” aims to invest in Singaporeans in different stages of their
life – from their schooling years to the different stages in their career – to develop the
skills required to take Singapore’s economy to the next level. It is a significant initiative
in that the Government will fund an average of over $1b per year from 2015 to 2020
on continual education and training. It is also significant in that much of the resources
will be devoted to empowering the individual to develop his/her skills throughout life
rather than channelling such resources through businesses such as the Productivity
and Innovation Credit (PIC) Scheme that incentivises businesses to invest in, amongst
others, employee training. This is also a better initiative for employees than enhancing
the course fees tax relief which is limited in scope due to it being tied to taxable income.
I hope that Singaporeans, employers, training and educational institutions will come
together to forge a culture of co-operation to make the SkillsFuture initiative successful.
The measure that gets my vote for being a surprise is the increase in the individual tax
rates in the top tiers of the progressive tax structure which made me wonder what the
talk of this Budget being the “election budget” was all about. However, the increase
should not be completely unexpected as the Government has been slowly making the
policy shift to a more progressive tax system. The Government had treaded a tight rope
in balancing the need to maintain Singapore’s attractiveness as a global investment
destination and the desire to move to a more progressive tax regime. Therefore, there
had been no alarming changes to the top tier tax rates for some time. In fact, the top
marginal tax rate for individuals has remained at 20% since the year of assessment
(YA) 2007 when it was reduced from 21%. Given that the rate had remained static
for a number of years, there had been calls to reduce the top marginal tax rate to
be in line with the corporate tax rate of 17%. Hence, the two percentage increase to
the top marginal tax rate is something that will be widely talked about for some time
to come. For one, it shows the Government’s commitment to the position that the
more successful and wealthy should bear a higher tax burden. Secondly, it shows the
Government’s confidence that Singapore has other strong factors in attracting talent
than just the low tax rates. Although the Government cannot be faulted in dishing out
this bitter pill (but rather should be complimented for taking this brave move), I wished
the Minister had considered creating additional income tiers beyond $320,000 to make
the tax structure more progressive and less painful to the taxpayers falling in the lower
end of the high income spectrum.
It is a mixed bag for businesses. On one hand, the tight labour market is set to continue
as there is no change in direction in this year’s Budget with respect to the restrictions
on the inflow of foreign manpower. On the other hand, employers will face increases in
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payroll costs in the near future due to the increase in the Central
Provident Fund (CPF) Salary Ceiling to $6,000 with effect from
1 January 2016 and the changes to the individual tax structure
with effect from YA 2017 if the employer bears the income tax
of its employees. Part of the increased business costs can be
offset by the extension of the Wage Credit and the Temporary
Employment Credit (TEC) schemes, deferment of the increase in
S Pass and Work Permit levies to 1 July 2016 and the Corporate
Income Tax rebate for YA 2016 and YA 2017. However, these
are temporary measures and therefore, businesses need to
take proactive steps now to ensure their businesses remain
competitive, profitable and have long-term viability.
In this aspect, this year’s Budget has rolled out several initiatives
to help businesses innovate and rely less on manpower.
One such initiative is to make it easier for small and medium
enterprises (SMEs) that are engaging in innovation to apply for
the Capability Development Fund (CDG) in respect of projects
below $30,000. The CDG provides funding support of up to 70%
of qualifying costs incurred by SMEs in developing capabilities in
certain specified areas such as brand development and service
excellence. This is a good initiative, since many SMEs that
embark on the innovation journey may not currently qualify for the
PIC Scheme as the type of innovation projects may not qualify
as research and development (R&D). Hence, the simplification
of the application process, although it is capped for projects not
exceeding $30,000, should encourage more SMEs, especially
the micro-SMEs that may find it difficult to go through the current
CDG application process, to innovate.
Another positive development is the new tax incentive
(International Growth Scheme) to support the internationalisation
efforts of large Singapore companies that continue to maintain
key functions in Singapore. This initiative, coupled with the
withdrawal of the Approved Headquarters tax incentive, seems
to signal a shift in encouraging the growth of local headquarter
companies as opposed to just focusing on attracting foreign
companies to base their regional or global headquarters in
Singapore.
Although the PIC Bonus Scheme has been allowed to lapse,
businesses can still use the cash-back option under the PIC
Scheme to fund activities such as training to improve their
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productivity. It would have been good if the Minister had increased
the qualifying expenditure cap which currently stands at $100,000
to provide a higher level of support, albeit temporarily, to SMEs
facing losses during the economic restructuring process.
In addition, it is a little disappointing that no refinements were
made to the PIC Scheme given that the Government’s expected
productivity growth has not materialised for the last three years.
Perhaps the Inland Revenue Authority of Singapore (IRAS)
may continue to make small calibrated changes such as the
changes to the PIC Information Technology (IT) and Automation
Equipment list to keep the PIC Scheme relevant and targeted
at businesses that will benefit significantly from undertaking the
qualifying activities.
If you have been following the Budget announcements since
2010, you will recognise an underlying thread of support for the
vulnerable woven into the fabric of the Budget measures. This
Budget undoubtedly continues the efforts to provide support to
older Singaporeans and the low income group to bridge income
inequalities and to build an inclusive society. One key measure
introduced this year is the Silver Support Scheme that will
provide payouts between $300 to $750 on a quarterly basis to
the least well-off Singaporeans aged 65 and above. This will be
a permanent new feature in Singapore’s social security system.
While the pursuit of creating an inclusive society continues to
be a predominant theme in this year’s Budget, there is now a
greater focus on helping Singaporeans find their talents and help
them master their skills. Those expecting goodies beyond the
income tax rebates may be disappointed. However, taken as a
whole, this Budget opens up opportunities for the young, helps
businesses on the next wave of growth and internationalisation
and provides greater assurance to Singaporeans in retirement.
My verdict – it is a “balanced” Budget given the challenges facing
Singapore as it restructures to be resilient during this uncertain
economic climate.
Sivakumar Saravan
Head of Tax
23 February 2015
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Business Tax
GENERAL CHANGES
Corporate Income Tax (“CIT”) Rebate for Year of Assessment (“YA”) 2016
and YA 2017
Current
A 30% CIT rebate capped at $30,000 per YA was granted to companies from YA
2013 to YA 2015. The CIT rebate was given to all companies including Registered
Business Trusts and companies that receive income taxed at a concessionary tax rate.
Companies that are not tax resident in Singapore are also eligible for the CIT rebate;
however, the rebate will not apply to the income derived by a non-resident company
that is subject to a final withholding tax.
Proposed
The 30% CIT rebate will be extended for another two YAs (YA 2016 and YA 2017), with
a reduced cap of $20,000 per YA.

NEW TAX INCENTIVES AND CONCESSIONS
International Growth Scheme
A new International Growth Scheme will be introduced to support high potential
companies in their growth overseas, while they continue to anchor their key functions
in Singapore.
Under this new tax incentive, qualifying Singapore companies will enjoy a concessionary
tax rate of 10% for a period not exceeding five years on their incremental income
from qualifying activities such as headquarter functions. Qualifying companies will
be expected to engage in internationalisation activities and provide opportunities for
Singaporeans to gain international exposure.
This new scheme will be administered by IE Singapore (“IES”) and the approval window
for the new scheme will be from 1 April 2015 to 31 March 2020.
IES will release further details by May 2015.

ENHANCEMENTS AND EXTENSIONS TO
EXISTING TAX INCENTIVES AND CONCESSIONS
Mergers & Acquisitions (“M&A”) Scheme
Current
The M&A scheme is available for qualifying M&As executed from 1 April 2010 to
31 March 2015.
(a) Tax benefits under the M&A scheme:
(i) An M&A allowance based on 5% of the value of the qualifying acquisition,
subject to a cap of $100 million on the value of qualifying acquisitions per YA.
The allowance is written down over five years;

4

www.crowehorwath.com.sg

(ii) Stamp duty relief on the transfer of unlisted shares,
capped at $100 million of qualifying M&A deals. This
works out to a cap of $200,000 of stamp duty per
financial year (“FY”); and
(iii) 200% tax allowance on transaction costs, such as
professional fees on due diligence, legal fees and
valuation fees, related to qualifying M&A, subject to an
expenditure cap of $100,000 per YA. The allowance on
transaction costs is written down in one year.
(b) Shareholding eligibility tiers under the M&A scheme
Currently, the acquiring company must acquire ordinary
shares in a target company, whether directly or indirectly,
that results in the acquiring company holding:
(i) More than 50% ordinary shareholding in the target
company (if the acquiring company’s original shareholding in the target company was 50% or less); or
(ii) At least 75% ordinary shareholding (if the acquiring
company’s original shareholding was more than 50%
but less than 75%).
(c) “12-month look-back period” for step acquisitions that
straddle across FYs
Acquiring companies can also elect for its ordinary share
acquisitions in a target company made during a 12-month
period to be consolidated to qualify for the M&A tax benefits.
The 12-month period must end on the share acquisition date
on which the 50% or 75% shareholding threshold is met,
or the date of a subsequent acquisition that is conducted
within the same basis period. This is commonly known as
the “12-month look-back period”.
Proposed
The M&A scheme will be extended till 31 March 2020 with the
changes below.
(a) Revised tax benefits under the M&A scheme:
(i) The M&A allowance rate will be increased to 25%;
(ii) The cap on the value of qualifying acquisitions for the
M&A allowance per YA will be revised to $20 million;
(iii) Stamp duty relief on the transfer of unlisted shares will
correspondingly be capped at $20 million on the value
of qualifying M&A deals, which works out to a cap of
$40,000 of stamp duty per FY; and
(iv) No change to the tax allowance on transaction costs,
such as professional fees on due diligence, legal fees
and valuation fees, related to qualifying M&A, which
will remain at 200% subject to an expenditure cap of
$100,000 per YA and written down in one year.

(ii) More than 50% ordinary shareholding in the target
company (if the acquiring company’s original shareholding in the target company was 50% or less) (status
quo).
The existing 75% shareholding eligibility tier will be removed.
Acquisitions of ordinary shares that result in the acquiring
company owning at least 75% ordinary shareholding (if the
acquiring company’s original shareholding was more than
50% but less than 75% at the beginning of the basis period
for a YA or FY) will no longer qualify under the M&A scheme.
(c) “12-month look-back period” for step acquisitions that
straddle across FYs
(i) The 12-month look-back period will be removed.
The above changes will take effect for qualifying acquisitions
made from 1 April 2015. IRAS will release more details by May
2015 on this scheme.
Enhancing the Double Tax Deduction (“DTD”) for
Internationalisation Scheme
Current
Businesses may claim a 200% tax deduction on qualifying
expenditure incurred on qualifying market expansion and
investment development activities, subject to meeting certain
conditions and criteria. However, the scope of qualifying
expenditure does not cover manpower expenses.
Proposed
The scope of qualifying expenditure supported under the DTD
for Internationalisation scheme will be enhanced to include
qualifying manpower expenses incurred for Singaporeans
posted to new overseas entities.
The amount of qualifying manpower expenses to be allowed
DTD under the scheme will be capped at $1 million per approved
entity per year, subject to conditions. Businesses will have to
apply to IE Singapore (“IES”) to enjoy the DTD on qualifying
manpower expenses.
This change will apply to qualifying manpower expenses incurred
from 1 July 2015 to 31 March 2020. IES will release further
details by May 2015.

(b) Revised shareholding eligibility tiers
The acquiring company must acquire ordinary shares in a
target company, whether directly or indirectly, that results in
the acquiring company holding:
(i) At least 20% ordinary shareholding in the target company
(if the acquiring company’s original shareholding in
the target company was less than 20%), subject to
conditions; or
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Investment Allowance — Energy Efficiency (“IA-EE”)
Schemes
Current
The IA-EE scheme and IA-EE for Green Data Centres scheme
award Investment Allowance (“IA”) to energy efficient or green
data centre projects where the capital expenditure incurred
results in more efficient energy utilisation. Both schemes are
scheduled to lapse after 31 March 2015.
The IA-EE scheme is jointly administered by the Economic
Development Board (“EDB”) and the National Environment
Agency (“NEA”); and the IA-EE for Green Data Centres by the
Infocomm Development Authority of Singapore (“IDA”).
Proposed
The two schemes will be combined into one scheme known as
the “Investment Allowance — Energy Efficiency Scheme” from
1 March 2015 and the scheme will be extended till 31 March
2021.
This scheme will be solely administered by EDB which will
release more details by March 2015.
Development and Expansion Incentive for
International Legal Services (“DEI-Legal”) Scheme
Current
Under the DEI-Legal scheme, approved law practices will enjoy
a 10% concessionary tax rate on incremental income derived
from the provision of qualifying international legal services for
five years. The incentive is available to law practices that are
incorporated as companies.
The incentive is scheduled to lapse after 31 March 2015.
Proposed
The DEI-Legal scheme will be extended till 31 March 2020. All
other conditions of the scheme remain the same.
Approved Foreign Loan (“AFL”) Incentive
Current
Under the AFL scheme, tax exemption or a concessionary tax
rate may be granted on interest income derived by a non-taxresident from loans to a company in Singapore to purchase
productive equipment.

Proposed
The minimum loan quantum under the AFL incentive will be
increased to $20 million from 24 February 2015. The Minister
for Trade and Industry may approve an AFL application on a
foreign loan lower than the legislated minimum loan quantum of
$20 million.
A review date of 31 December 2023 will be legislated for this
AFL scheme to ensure that the relevance of the scheme is
periodically reviewed.
Approved Royalties Incentive (“ARI”)
Current
Under the ARI scheme, tax exemption or a concessionary tax
rate may be granted on approved royalties, technical assistance
fees or contributions to research and development costs made
to a non-tax-resident for providing cutting-edge technology
and know-how to a company for the purpose of its substantive
activities in Singapore.
Proposed
A review date of 31 December 2023 will be legislated for this
ARI scheme to ensure that the relevance of the scheme is
periodically reviewed.
Writing Down Allowance (“WDA”) Scheme on
Capital Expenditure Incurred on the Acquisition of
An Indefeasible Right to Use (“IRU”) of
Any International Telecommunications Submarine
Cable System
Current
The WDA scheme provided under Section 19D of the Income Tax
Act provides for writing down allowance on capital expenditure
incurred on the costs of acquiring an IRU of any international
telecommunications submarine cable system.
Proposed
A review date of 31 December 2020 will be legislated for this
scheme to ensure that the relevance of the scheme is periodically
reviewed.

To qualify as an AFL, the loan must be at least $200,000. The
Minister for Trade & Industry has the discretion to approve an
application for a foreign loan of less than the minimum loan
quantum of $200,000 to be an AFL.
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Tax Incentives for Venture Capital Funds and
Venture Capital Fund Management Companies
Current
Approved venture capital funds may be granted tax exemption
under Section 13H of the Income Tax Act on the following
income:
(a) Gains arising from the divestment of approved portfolio
holdings;
(b) Dividend income from approved foreign portfolio companies;
and
(c) Interest income arising from approved foreign convertible
loan stock.
Fund management companies managing Section 13H funds
may also be granted tax exemption under the Pioneer Service
incentive on the following income:
(a) Management fees derived from an approved venture capital
fund; and
(b) Performance bonus received from the said approved
venture capital fund.
Proposed
A 5% concessionary tax rate will be accorded to approved
venture capital fund management companies managing Section
13H funds on their specified income. The approval window will
be from 1 April 2015 to 31 March 2020.
With the introduction of this new incentive, the Pioneer Service
incentive for venture capital fund management companies will be
withdrawn from 1 April 2015. Pioneer certificates already issued
will not be affected by this change.
A review date of 31 March 2020 will be legislated for Section
13H to ensure that the relevance of the scheme is periodically
reviewed.
Tax Deductions for Collective Impairment Provisions
Made Under the Monetary Authority of Singapore
(“MAS”) Notices
Current
Banks, finance companies and merchant banks may claim tax
deduction for collective impairment provisions made under MAS
Notice 612, MAS Notice 811 and MAS Notice 1005 respectively,
subject to caps as stipulated under Section 14I of the Income
Tax Act.

Enhanced-Tier Fund Tax Incentive Scheme
Current
The Enhanced-Tier Fund tax incentive scheme grants tax
exemption to approved fund vehicles on specified income
derived from designated investment. Amongst other conditions,
each approved fund must meet certain economic conditions
(e.g. minimum local business spending, minimum fund size).
As a concession, master-feeder fund structures (excluding
Special Purpose Vehicles (“SPVs”) held by them) may apply for
the Scheme and meet the economic conditions on a collective
basis.
Proposed
To accommodate master-feeder fund structures that hold their
investments via SPVs, the existing concession for master-feeder
fund structures will be enhanced to apply to SPVs held by the
master fund, subject to conditions. With this enhancement,
master and feeder funds and SPVs within a master-feeder fund
structure may apply for the scheme and meet the economic
conditions on a collective basis.
This change will take effect for applications made from 1 April
2015. MAS will release further details by May 2015.
Tax Incentive Scheme for Insurance Businesses
Current
Approved general, life and composite insurers and reinsurers
may enjoy a concessionary tax rate of 10% on qualifying income
derived from qualifying insurance and reinsurance business
conducted from Singapore for a ten-year award tenure.
The scheme is scheduled to lapse after 31 March 2015.
Proposed
The tax incentive scheme for insurance businesses will be
extended till 31 March 2020 as the “Insurance Business
Development Incentive” (“IBD”). The concessionary tax rate
remains at 10%.
In addition, a renewal framework will be introduced with effect
from 1 April 2015. MAS will release further details by May 2015.

These tax concessions are scheduled to lapse after YA 2016 or
YA 2017.
Proposed
The tax concessions will be extended till YA 2019 or YA 2020, as
the case may be. All conditions of the scheme remain the same.
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Maritime Sector Incentive (“MSI”)
Current
Under the MSI, ship operators, maritime lessors and providers of
certain shipping-related support services can enjoy the following
tax benefits:
For ship operators
MSI-Shipping Enterprise (Singapore Registry of Ships)
(“MSI-SRS”)
Tax exemption on qualifying income derived mainly from
operating Singapore-flagged ships. This also covers income
derived from the uplift of freight from Singapore by foreignflagged ships, except where such carriage arises solely from
transshipment from Singapore, or is only within the limits of the
port of Singapore.
MSI-Approved International Shipping Enterprise
(“MSI-AIS”) Award
Tax exemption on qualifying income derived from operating
foreign-flagged ships
For maritime lessors
MSI-Maritime Leasing (Ship) (“MSI-ML(Ship)”) Award
Tax exemption on qualifying income derived from leasing ships,
and 10% concessionary tax rate on qualifying income derived
from managing an approved shipping investment enterprise
MSI-ML (Container) Award
10% or 5% concessionary tax rate on qualifying income
derived from leasing of qualifying sea containers and intermodal
equipments that is incidental to the leasing of qualifying sea
containers, and 10% concessionary tax rate on qualifying
income derived from managing an approved container
investment enterprise

Proposed
The MSI will be enhanced as follows:
(a) The automatic WHT exemption regime will be extended to
cover finance leases, hire-purchase arrangements, and
loans used to finance equity injection into wholly-owned
SPVs or intercompany loans to wholly-owned SPVs for the
SPVs’ purchase/construction of vessels, containers and
intermodal equipment;
(b) The definition of qualifying ship management activities for
the purpose of the MSI-SRS, MSI-AIS award and MSI-SSS
award will be updated;
(c) The MSI-SRS and MSI-AIS award will also cover mobilisation
fees, demobilisation fees, holding fees, and incidental
container rental income that are derived in the course of
qualifying shipping operations;
(d) Qualifying profits remitted from approved foreign branches
by MSI-AIS entities will enjoy exemption;
(e) Existing MSI-SSS award recipients can renew their award
tenure for another five years, subject to qualifying conditions
and higher economic commitments; and
(f) The MSI-ML award will also cover income derived from
finance leases treated as sale.
The enhancements to the MSI will take effect for existing and
new award recipients from 24 February 2015. The approval
window to award MSI-AIS for qualifying entry players, MSIML(Ship), MSI-ML(Container) and MSI- SSS will be extended
till 31 May 2021. In addition, the automatic withholding tax
exemption regime will be extended to qualifying payments made
on qualifying loans taken on or before 31 May 2021.
The Maritime Port Authority of Singapore (“MPA”) will release
further details by May 2015.

For providers of certain shipping-related support services
MSI-Shipping-related Support Services (“MSI-SSS”) Award
10% concessionary tax rate on incremental qualifying income
derived from carrying out approved shipping-related support
services

In addition, automatic withholding tax (“WHT”) exemption is
granted on qualifying payments made by qualifying MSI recipients
to non-tax-residents (excluding a permanent establishment
in Singapore) in respect of qualifying loans entered into on or
before 31 May 2016 to finance the construction or purchase of
qualifying assets (e.g. ships, containers), subject to conditions.
The approval window to award MSI-AIS for qualifying entry
players, MSI-ML(Ship), MSI-ML(Container) and MSI-SSS ends
on 31 May 2016.
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Tax Concessions for Listed Real Estate Investment
Trusts (“REITs”)
Current
Currently, REITs listed on SGX enjoy tax transparency if the
trustee of a REIT distributes at least 90% of its taxable income
to unitholders in the same year in which the income is derived by
the trustee. In addition, listed REITs enjoy the following income
tax and stamp duty concessions, which are scheduled to lapse
on 31 March 2015:
(a) Concessionary income tax rate of 10% for non-tax-resident
non-individual investors;
(b) Tax exemption on qualifying foreign-sourced income (i.e.
foreign-sourced dividend income, interest income, trust
distributions and branch profits) for listed REITs and whollyowned Singapore tax resident subsidiary companies of listed
REITs, subject to conditions that the overseas property:
(i) is acquired by the trustee of the REIT or its whollyowned Singapore tax resident subsidiary company on
or before 31 March 2015; and
(ii) continues to be beneficially owned by the trustee of
the REIT or its wholly-owned Singapore tax resident
subsidiary company after 31 March 2015.
(c) Stamp duty remission on the transfer of a Singapore
immovable property to a REIT; and
(d) Stamp duty remission on the transfer of 100% of the issued
share capital of a Singapore-incorporated company that
holds immovable properties situated outside Singapore, to
the REIT.
Proposed
The income tax concessions, with the exception of the stamp
duty concessions (c & d above) for REITs will be extended till 31
March 2020. With the extension, the tax exemption on qualifying
foreign-sourced income will apply so long as the overseas
property is acquired by the REIT or its wholly-owned Singapore
tax resident subsidiary company on or before 31 March 2020.
The stamp duty concessions (c & d above) will be allowed to
lapse after 31 March 2015. All other conditions remain the same.
MAS will release further details by May 2015.

EXPIRY AND WITHDRAWAL OF
TAX INCENTIVES AND CONCESSIONS
Productivity and Innovation Credit (“PIC”) Bonus
Current
Businesses that spend a minimum of $5,000 in qualifying PIC
investments in a YA will receive a dollar-for-dollar matching cash
bonus of up to $15,000 over YA 2013 to YA 2015. The PIC
Bonus is given on top of the existing 400% tax deductions/
allowances and the 60% cash payout available under the PIC
scheme.
Proposed
The PIC Bonus will be allowed to lapse after YA 2015.
Concessionary Tax Rate on Income Derived From
Offshore Leasing of Machinery and Plant
Current
Section 43l of the Income Tax Act provides for a 10%
concessionary tax rate on income derived by a leasing company
in respect of offshore leasing of machinery and plant.
Proposed
The scheme under Section 43I will be withdrawn from 1 January
2016.
Approved Headquarters Incentive
Current
The Approved Headquarters incentive was introduced to
encourage companies to use Singapore as a base to conduct
headquarter management activities.
The incentive confers tax exemption or a concessionary tax rate
of 10% on income derived from:
(a) The provision of qualifying headquarter services to qualifying
network companies; or
(b) Qualifying treasury, investment or financial activities.
Proposed
The Approved Headquarters incentive will be withdrawn from
1 October 2015.
Companies performing qualifying headquarters activities or
services in Singapore to network companies may qualify for the
Development and Expansion Incentive, subject to meeting of
conditions.
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Individual Tax
GENERAL CHANGES
Personal Income Tax Rate Structure of Tax Resident Individual Taxpayers
Current
The current personal income tax rate structure (up to the year of assessment 2016) for
tax resident individual taxpayers is shown in the table below:
		
		
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next

Current tax structure
Chargeable
Tax rate
income ($)
(%)
20,000
–
10,000
2
30,000
–
10,000
3.5
40,000
–
40,000
7
80,000
–
40,000
11.5
120,000
–
40,000
15
160,000
–
40,000
17
200,000
–
120,000
18
320,000
–
320,000
20

Gross tax
payable ($)
–
200
200
350
550
2,800
3,350
4,600
7,950
6,000
13,950
6,800
20,750
21,600
42,350

Proposed
The new personal income tax rate structure with effect from the year of assessment
2017 for tax resident individual taxpayers is shown in the table below:
		
		
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
On the first
On the next
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Proposed tax structure
Chargeable
Tax rate
income ($)
(%)
20,000
–
10,000
2
30,000
–
10,000
3.5
40,000
–
40,000
7
80,000
–
40,000
11.5
120,000
–
40,000
15
160,000
–
40,000
18
200,000
–
40,000
19
240,000
–
40,000
19.5
280,000
–
40,000
20
320,000
–
320,000
22

Gross tax
payable ($)
–
200
200
350
550
2,800
3,350
4,600
7,950
6,000
13,950
7,200
21,150
7,600
28,750
7,800
36,550
8,000
44,550
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Personal Income Tax Rebate for Tax Resident
Individual Taxpayers
Current
There is no personal income tax rebate for YA2014.
Proposed
A personal income tax rebate of 50%, capped at $1,000 per
taxpayer, will be granted to all tax resident individual taxpayers
for YA 2015. The 50% tax rebate will be calculated based on
the tax payable after double taxation relief and other credits but
before the set-off of Parenthood Tax Rebate.
Claiming of Specified Amount of Expenses Against
Passive Rental Income Derived from Residential
Properties in Singapore
Current
An individual who derives passive rental income from a residential
property in Singapore can, subject to income tax rules, claim
against such income a deduction of the actual deductible
expenses incurred in producing the income.
Proposed
An individual who derives passive rental income in the basis
period for YA 2016 or a subsequent YA from the letting of a
residential property in Singapore can, in lieu of claiming the actual
amount of deductible expenses incurred (excluding interest
expenses) against his passive rental income, claim a specified
amount of expenses as a proxy for the deductible expenses
(determined based on 15% of the gross rental income derived
from that residential property). The individual can continue to
deduct against his passive rental income, any deductible interest
expense.
However, this tax change does not apply to any rental income
derived:
(a) by an individual through a partnership in Singapore; and
(b) from a trust property.
The change is also not applicable to individuals who receive
rental income from commercial or industrial properties or from
carrying on a trade or business of renting out properties. IRAS
will release further details of the change by May 2015.

Raising the Annual Contribution Cap for
the Supplementary Retirement Scheme (“SRS”)
With the increase in the CPF salary ceiling from $5,000 to $6,000
with effect from 1 January 2016, the annual contribution cap
for the SRS will also be raised from 1 January 2016 as shown
below:
Singaporean/Singapore
Permanent Resident

Foreigner

Current cap

$12,750

$29,750

New cap

$15,300

$35,700

In this regard, the maximum SRS tax relief that can be claimed
by a tax resident individual who has made contributions to the
SRS will be adjusted by the new annual contribution cap with
effect from the year of assessment 2017.
Increasing the CPF Relief Cap for Self-employed
Persons
In view of the increase in the CPF monthly salary ceiling from
$5,000 to $6,000 from 1 January 2016, the CPF relief cap for
self-employed persons will also be raised to $37,740 from the
year of assessment 2017.

TAX INCENTIVES
Tax Exemption for Non-tax Resident Mediators
Current
A payer is required to withhold tax at 15% of the gross income
payable to a non-tax-resident professional, or at 20% of the net
income payable if the non-tax resident professional elects to
be taxed on his net income. This applies to non-tax resident
mediators deriving income from work carried out in Singapore.
Proposed
Income derived by a non-tax resident mediator for mediation
work carried out in Singapore from 1 April 2015 to 31 March
2020 will be exempt from tax if the following criteria are met:
(a) The mediator is either a mediator certified under an
approved certification scheme or a mediator conducting any
mediation administered by a designated mediation service
provider; and
(b) The mediation case is undertaken in Singapore or was
originally planned to be undertaken in Singapore but was
settled before the mediation hearing.
For the purposes of this tax exemption, the Singapore
International Mediation Institute (SIMI) and the Singapore
International Mediation Center (SIMC) will assist in determining
whether a non-resident individual is eligible for the tax exemption.
The Ministry of Law will provide more details of this scheme by
March 2015.

Audit | Tax | Advisory | Outsourcing

11

Singapore Budget 2015

Tax Exemption for Non-tax Resident Arbitrators

Angel Investors Tax Deduction (“AITD”) Scheme

Current
Non-tax resident arbitrators are exempted from tax on income
derived on or after 3 May 2002 from arbitration work carried out
in Singapore.

Current
The AITD scheme applies to qualifying investments made in
qualifying start-up companies from 1 March 2010 to 31 March
2015.

Proposed
A review date of 31 March 2020 will be legislated for the tax
exemption for non tax-resident arbitrators, to ensure that the
relevance of the scheme is periodically reviewed.

Under the scheme, an approved angel investor needs to,
amongst other conditions, invest a minimum of $100,000
into a start-up company within a year, and hold the qualifying
investment for a continuous period of two years, to enjoy a tax
deduction of 50% of the cost of the qualifying investment. The
amount of expenditure incurred on investments that qualify for
the deduction is capped at $500,000 per YA.
Investments that are co-funded by the Government under the
SPRING Start-up Enterprise Development Scheme (“SEEDS”) or
the Business Angel Scheme (“BAS”) currently do not qualify for
the tax deduction.
Proposed
The AITD scheme will be extended till 31 March 2020.
In addition, new qualifying investments made from 24 February
2015 to 31 March 2020 that are co-funded by the Government
under SEEDS or BAS will also be allowed to qualify for the AITD.
All other conditions of the scheme remain the same.
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Other Changes
OTHER TAX CHANGES FOR BUSINESSES AND INDIVIDUALS
Enhanced Tax Deduction for Donations
Current
Donors are eligible for a 250% tax deduction for qualifying donations made to Institutions
of a Public Character (“IPCs”) and other qualifying recipients (such as approved
museums, prescribed educational institutions) from 1 January 2009 to 31 December
2015.
Proposed
The tax deduction rate for qualifying donations made to IPCs and other qualifying
recipients in 2015 will be increased from the current 250% to 300%.
The tax deduction will revert to 250% for qualifying donations made from 1 January
2016 to 31 December 2018 to IPCs and other qualifying recipients.
Tax Concession on Royalties and Other Payments from
Approved Intellectual Property or Innovation under Section 10(16) of
Income Tax Act
Current
Section 10(16) of the Income Tax Act provides a tax concession to:
(a) An individual who is the inventor, author, proprietor, designer or creator of an
approved intellectual property or innovation; or
(b) Any company in which such an individual beneficially owns all the issued shares.
The income derived by such an individual or company from royalties or other payments
received as consideration for the assignment of or the rights in the approved intellectual
property or innovation shall be deemed to be:
(a) the amount of royalties or other payments remaining after deductions and capital
allowances (if any); or
(b) an amount equal to 10% of the gross amount of royalties or other payments,
whichever is less.
Proposed
The Section 10(16) concession will be withdrawn from YA 2017.

GOODS AND SERVICES TAX (“GST”)
Extending and Enhancing the GST Remission for Listed REITs, and
Listed Registered Business Trusts (“RBTs”) in the Infrastructure Business,
Ship Leasing and Aircraft Leasing Sectors
Current
GST remission is granted to listed REITs, and listed RBTs in the infrastructure business,
ship leasing and aircraft leasing sectors, to allow them to claim GST on their business
expenses regardless of whether they hold underlying assets directly or indirectly through
multi-tiered structures such as special purpose vehicles (“SPVs”) or sub-trusts. The
GST remission is scheduled to lapse after 31 March 2015.
REITs and RBTs qualifying under the GST remission are however not allowed to claim
GST on costs to set up SPVs that do not hold qualifying assets of the REITs or RBTs,
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directly or indirectly. The GST on the business expenses of such
SPVs is also not claimable. Qualifying assets are assets that are
used to make taxable supplies or out-of-scope supplies that
would have been taxable supplies if made in Singapore.
Proposed
The existing GST remission will be extended till 31 March 2020.
In addition, REITs and RBTs qualifying under the current GST
remission will be allowed to claim GST on business expenses
incurred to set up SPVs that are used solely to raise funds for
the REITs or RBTs, and which do not hold qualifying assets of the
REITs or RBTs, directly or indirectly. These REITs and RBTs will
also be allowed to claim GST on the business expenses of such
SPVs. The enhancement to the GST remission will take effect for
GST incurred from 1 April 2015 to 31 March 2020.
IRAS will release further details by March 2015.
Simplifying Pre-registration GST Claim Rules for
GST-registered Businesses
Current
Generally, GST-registered businesses can only claim preregistration GST on the portion of goods and services used or to
be used to make taxable supplies after GST registration.
Where goods and services are used to make supplies straddling
GST registration (i.e. supplies before and after GST registration),
or where goods are partially consumed before GST registration,
businesses are required to apportion the pre-registration GST
on these goods and services and can only claim the portion
attributable to taxable supplies made after GST registration.
Proposed
A newly GST-registered business will be allowed to claim preregistration GST in full on the following goods and services that
are acquired within six months before the GST registration date
of the business:
(a) Goods held by the business at the point of GST registration;
and
(b) Property rental, utilities and services, which are not directly
attributable to any supply made by the business before GST
registration.

WAGE CREDIT SCHEME
Extension of the Wage Credit Scheme (“WCS”)
The WCS will be extended for 2016 and 2017, with the
Government co-funding at 20% of the wage increases given
to Singaporean employees earning a gross monthly wage of
$4,000 and below.
This co-funding will apply to wage increases given in 2016 and
2017, over the employee’s wage level in the preceding year. In
addition, if wage increases given in 2015 are sustained in 2016
and 2017, employers will continue to receive co-funding, at the
new rate of 20%. Employers do not need to apply for Wage
Credit. They will receive their yearly payout automatically, at the
end of March 2015, 2016, 2017 and 2018.
The table below shows a summary of the changes to the WCS
under the extension:
Qualifying
years

Current WCS
2013, 2014
and 2015

Extension of WCS
2016 and 2017

Level of
co-funding

40% of qualifying
wage increases

20% of qualifying
wage increases

Qualifying
wage
increases

Gross monthly wage
increases of at least
$50 in the qualifying
year (2013–2015) will
qualify for 40%
co-funding, up to
a gross monthly wage
level of $4,000.

Gross monthly wage
increases of at least
$50 in the qualifying
year (2016–2017) will
qualify for 20%
co-funding, up to
a gross monthly wage
level of $4,000.

In addition, gross monthly
wage increases of at
least $50–given in 2013
and sustained in 2014/
2015, and wage
increases given in 2014
and sustained in 2015–
will continue to be
co-funded at 40%.

In addition, gross monthly
wage increases of at
least $50–given in 2015
and sustained in 2016/
2017, and wage
increases given in 2016
and sustained in 2017–
will continue to be
to be co-funded at 20%.

This is provided the use of these goods and services after GST
registration is for the making of taxable supplies and not exempt
supplies. For other purchases of goods and services prior to
GST registration, including those acquired more than six months
before the GST registration date of the business, existing preregistration GST claim rules will apply.
This will take effect for businesses that are GST-registered from
1 July 2015. IRAS will release further details of the change by
June 2015.
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CENTRAL PROVIDENT FUND

Enhancement of the Special Employment Credit
(“SEC”)

Changes to Central Provident Funds (“CPF”)
(a) Higher CPF Salary Ceiling
The CPF salary ceiling will be raised from $5,000 to $6,000
for all age groups and will take effect from 1 January 2016.
The existing limits on tax reliefs for CPF will be raised
accordingly.
(b) Raising CPF Contribution Rates for Older Workers
The CPF contribution rates for workers aged above 50 to
65 years will be increased from 1 January 2016 as shown
below.
Increase in contribution rates (% of wage)
Employee age
Contribution
Contribution
(years)
by employer
by employee
Total
Above 50 to 55
Above 55 to 60
Above 60 to 65

+1
+1
+0.5

+1
–
–

+2
+1
+0.5

The increase in employer contribution rates will go to the Special
Account. The increase in employee contribution rates will go
to the Ordinary Account. The existing limits on tax deduction
for employers’ statutory CPF contributions and tax relief for
employees’ CPF contributions will be raised accordingly.

To promote voluntary re-employment of older Singaporean
workers, the Government is providing employers with an
additional SEC of up to 3% of wages for workers aged 65 and
above in 2015. This is on top of the 8.5% wage offset that
employers will receive in 2015.
For employers who hire such Singaporean employees, the
SEC payout will be 11.5% of wages for salaries up to $3,000
per month and for employees with salaries between $3,000
and $4,000, the SEC payout will reduce linearly from 11.5% of
wages (or $345) to $0. This means that the maximum SEC an
employer can receive per month for a Singaporean employee
aged 65 and above is $345.
The SEC will be paid in September 2015 for work done from
January to June 2015 and March 2016 for work done from July
to December 2015.
The table below provides the monthly SEC amounts for wages
paid in 2015 for employers who hire Singaporeans aged 65
years and above.
Income of employee
in a given month ($)
500
1,000
1,500
2,000
2,500
3,000
3,500
≥ 4,000

EMPLOYMENT CREDIT
Extension and Enhancement of the Temporary
Employment Credit (“TEC”)
The TEC will be enhanced by:
(a) increasing the TEC to 1% of wages in 2015 (an extra 0.5%
in addition to the original TEC)
(b) extending the TEC by two years in order to help employers
adjust to cost increases associated with the increase in the
CPF Salary Ceiling and the CPF contribution rates for older
employees. The changes will take effect in January 2016.
There will be an additional TEC of 1% of wages in 2016 and
0.5% of wages in 2017.
Year
2015
2016
2017

TEC
1% of wages* up to the CPF salary ceiling of $5,000
1% of wages up to the CPF salary ceiling of $6,000
0.5% of wages up to the CPF salary ceiling of $6,000

* This includes the 0.5% offset of wages that was announced at Budget

2014 as a one-year assistance to employers to cope with wage costs
arising from the increase in CPF contribution rates to the Medisave
Account.

Employers of workers earning above the CPF ceiling will receive
TEC that corresponds to the CPF contributions payable at the
CPF salary ceiling.
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SEC for the month
($)
57.50
115.00
172.50
230.00
287.50
345.00
172.50
0

VEHICLE/ROAD TAX
Refining the Carbon Emissions-based Vehicle 		
Scheme (“CEVS”)
Current
The current CEVS will expire on 30 June 2015.
		
		
Band
CO2 g/km
A1
A2
A3
A4
B
C1
C2
C3
C4

0 to 100
101 to 120
121 to 140
141 to 160
161 to 210
211 to 230
231 to 250
251 to 270
271 & above

Rebate (–)/
surcharge (+)
for cars ($)

Rebate (–)/
surcharge (+)
for taxis ($)

–20,000
–15,000
–10,000
–5,000
0
+5,000
+10,000
+15,000
+20,000

–30,000
–22,500
–15,000
–7,500
0
+7,500
+15,000
+22,500
+30,000
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Proposed
The CEVS will be extended by two years, from 1 July 2015 to 30
June 2017, with two refinements:
(a) Update the surcharge and rebate bands to reflect
improvements in vehicle engine technology; and
(b) Increase the highest rebate and surcharge and surcharge
quantum from $20,000 to $30,000.
		
		
Band
CO2 g/km
A1
A2
A3
A4
B
C1
C2
C3
C4

Up to 95
96 to 105
106 to 120
121 to 135
136 to 185
186 to 200
201 to 215
216 to 230
231 & above

Rebate (–)/
surcharge (+)
for cars ($)

Rebate (–)/
surcharge (+)
for taxis ($)

–30,000
–15,000
–10,000
–5,000
0
+5,000
+10,000
+15,000
+30,000

–45,000
–22,500
–15,000
–7,500
0
+7,500
+15,000
+22,500
+45,000

Updating Petrol Duty Rates
Current
The current petrol duty rates introduced in 2003 are:
Premium grade petrol—unleaded
(RON 97 and above)
Intermediate grade petrol—unleaded
(RON 90 and above but under RON 97)

Current duty rate
$0.44 per litre
$0.41 per litre

Proposed
The petrol duty rates will be updated as follows:
Premium grade petrol—unleaded
(RON 97 and above)
Intermediate grade petrol—unleaded
(RON 90 and above but under RON 97)

Proposed duty rate
$0.64 per litre
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$0.56 per litre

Providing a One-Year Road Tax Rebate for
Petrol Vehicles
Current
Road tax payable is based on the engine capacities for cars
and motorcycles and based on maximum laden weight for
commercial vehicles. Road tax for taxis is $1,050 per year.
Proposed
A one-year road tax rebate will be provided for petrol vehicles:
(a) 20% for petrol cars;
(b) 60% for petrol motorcycles; and
(c) 100% for petrol commercial vehicles and taxis.
The rebate will be effective from 1 August 2015 to 31 July 2016.
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