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Foreword
Self-reliance. This is one word that I see as the theme running through the vein of this 
year’s Budget. As the Minister for Finance, Mr Tharman Shanmugaratnam dubbed this 
year’s Budget as a “Budget for the future”, that future that the Government hopes to see 
seems to be a stronger self-reliant Singapore that can withstand the stormy weather of 
economic uncertainty and change. 

The clarion call for self-reliance is seen from the Government opting not to introduce 
measures that provide a countercyclical boost to the economy. This is probably to take 
into account the new reality that macro economic cycles of growth and contraction are 
getting shorter as well as the unpredictability of the global economic weather since the 
2009 financial crisis. The signal for self-reliance is also reflected in the Government’s 
commitment to reduce the dependence on foreign workers.

The expected slow-down of the economy this year prompted businesses to wish for tax 
cuts and rebates in this year’s Budget. But, the message from the Government is clear 
that it will let the invisible hand of market forces restructure the economy rather than for 
the Government to take an active top-down approach in alleviating the pain from the 
challenges posed by a slowing economy. This might be the “new normal”, to borrow 
the often-mentioned phrase of Singapore’s politics after the 2011 general election, that 
businesses have to face and get used to. 

What does this “new normal” mean to businesses? Certainly, businesses have to start 
paying serious attention to productivity, job design and the skill-set of their workforce. 
With the tightening labour market which, the Minister has said will be a “permanent 
reality”, it becomes important for businesses to plan and invest to become more 
efficient. The Government embarked on the restructuring of the economy in 2010 to 
grow on the basis of skills, innovation and productivity. This is also strongly reflected in 
the various measures in this year’s Budget. A few significant measures that businesses, 
especially the SMEs, should take advantage of are listed below:

 The Productivity and Innovation Credit (PIC) introduced in 2010 was enhanced in 
last year’s Budget to allow businesses to deduct from their taxable income 400% of 
their expenditures in any of the six broad categories of investment under the scheme 
such as training, R&D expenditure or investment in automation equipment. It was 
reported in the media that it seems that the take-up rate for the PIC was low among 
the SMEs. This could be due to the fact that PIC is an expenditure-based incentive 
and there is a time lag between the expenditure and enjoyment of the benefit. With 
the looming prospect of an economic slowdown, it understandable why businesses 
would want to delay productivity-related expenditure. The Minister seems to have 
addressed this issue by enhancing the scheme further by providing a 60% cash 
payout for up to $100,000 of PIC expenditures. This means that businesses can 
get a maximum payout of $60,000 from the Government, compared to the $30,000 
payout given previously. In addition, from 1 July 2012, companies will be able to 
apply for and obtain their cash payouts on a quarterly basis instead of having to wait 
till the end of their financial year. This will be beneficial to companies with low or no 
taxable income that cannot enjoy the full benefit of the PIC tax deductions. Hence, 
SMEs should take advantage of the scheme to press ahead with employee training 
and investments in automation.

 For the next three years, the Government will increase grants for capability develop-
ment amongst the SMEs from the current 50% subsidy rate to a 70% subsidy rate. 
These subsidies will be granted under the schemes managed by SPRING and IE 
Singapore. This is complementary to the PIC scheme and SMEs should try to make 

Table of Contents
Foreword .............................................. 2

Business Tax ........................................ 4

 General Tax Changes ...................... 4

 Enhancements and Extension to
 Existing Tax Incentives and
 Concessions .................................... 7

 New Tax Incentive ......................... 10

Individual Tax ...................................... 11

Goods and Services Tax..................... 12

Other Changes ................................... 14



3

February 2012
Singapore Budget 2012

Audit  |  Tax  |  Advisory  |  Outsourcing

use of these subsidies to attract local talent and automate 
their processes.

 The Minister has pledged more help to SMEs who upgrade 
their workers through courses certified by WDA, and 
Academic CET programmes at the polytechnics and ITE 
by offering a 90% course subsidy. Again, this is another 
opportunity to upgrade workforce skills at a very affordable 
cost.

 To manage the labour crunch brought about by reducing the 
dependence on foreign workers, SMEs could consider hiring 
Singaporeans workers who are above 50 years old. The 
Minister announced an enhancement to the existing Special 
Employment Credit (SEC) that will provide employers an SEC 
payout of 8% of the income of their Singaporean workers 
who are above 50 years old and earning up to $3,000 per 
month. A lower SEC payout will also be provided for workers 
with a monthly wage of between $3,000 and $4,000.  

 In last year’s commentary I had hoped that the tax deduction 
granted under Section 14Q of the ITA on qualifying renovation 
and refurbishment expenses incurred during the period from 
16 February 2008 to 15 February 2013 will be extended or 
made permanent; and the current qualifying expenditure 
cap of $150,000 for every three years per business entity be 
increased to help SMEs in the service sector. I am delighted 
that this wish has come true in this year’s budget. The 
qualifying expenditure cap has been doubled to $300,000 
for each three-year period and the scheme has been made 
permanent.

While the Government has opted for broad-based support, 
businesses can take comfort in the assurance from the Minister 
that the government will be ready to act should the economy 
take a turn for the worse probably through off-budget measures.

To me one of the significant announcements this year is the 
move to provide greater certainty on the taxability of gains 
from disposal of shares. While Singapore does not have a 
capital gains tax regime, there has always been some level of 
uncertainty as to what constitutes a capital gain. This was indeed 
a dampener as far as Singapore’s position as a hub for regional 
holding companies was concerned. Hence, the introduction of 
the guidelines as to when a company will not be taxed on gains 
from disposal of shares is enthusiastically welcomed. The only 
reservation I have about this is that it only addresses disposal of 
equity investments. Perhaps, some consideration could be given 
to expand the guidelines to include immovable properties.

While the Government did take some steps to use the tax 
system to encourage environmentally friendly practices such as 
tweaking the vehicle tax regime to encourage vehicles with low 
carbon emissions, more can be done in this area. For example, 
the PIC scheme could be enhanced to provide higher deductions 
for investments in “green” equipment. 

Moving away from the tax changes for businesses, it is noted 
that this year’s Budget is also heavily geared to provide greater 
support to older Singaporeans, lower-income Singaporeans and 
Singaporeans with disabilities. In my opinion, this is one of the 
best budgets in recent times in addressing the challenges faced 
by these three groups of Singaporeans. In summary, some of the 
changes are highlighted here:

 Older workers will enjoy higher CPF contributions, and 
reduced income tax bills through a higher Earned Income 
Relief.

 Lower-income and middle-income elderly will benefit from 
enhanced subsidies in Community Hospitals, nursing 
homes, day care and rehabilitation facilities and home-based 
care packages.

 The Government will subsidize families with elderly members 
who make home modifications such as grab bars and anti-
slip treatment for bathroom tiles.

 A new programme will be introduced to provide learning 
support and therapy interventions to children with mild 
speech, language and learning delays. Some 2,000 children 
are expected to  benefit from this new programme when it is 
fully rolled out.

 For lower-income Singaporeans, the Government will 
introduce GST Vouchers that will be a permanent feature in 
our tax system. The purpose of the GST Vouchers is to fully 
or partially offset the 7% GST that lower income households 
pay on their expenditure.

Overall, there is a fundamental shift in focus in this year’s Budget 
to allocate more resources to build an inclusive society, which, 
as the Minister said, “is about building a society where at its 
heart, people retain a deep sense of responsibility for their 
families and seek every opportunity to improve themselves and 
do better”. Though businesses, in many ways, did not have their 
Budget wishes fulfilled, there are enough incentives for them to 
upgrade and increase productivity. This is the “new normal” that 
businesses should adapt to and plan to grow and succeed with 
the broad-based support provided by the Government. 

Sivakumar Saravan
Head of Tax
Crowe Horwath First Trust Tax Pte Ltd

17 February 2012
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Business Tax
GENERAL TAX CHANGES

 Capital allowance claims for low-value assets

Current 
Taxpayers may claim capital allowance on the full cost of acquired assets in one year if 
the following conditions are met: 
(i) The cost of each asset is no more than $1,000; and 
(ii) The aggregate claim for all such assets is capped at $30,000 per year of assessment 

(“YA”). 

Proposed
To further ease the claiming of capital allowances, the full cost of each asset that may 
be written down in one year will be increased to no more than $5,000. All other existing 
terms and conditions of the scheme will apply. 

This change will take effect from YA 2013. The IRAS will release further details by 30 
June 2012.

 Tax certainty on disposal of equity investments

Current
Singapore does not have a regime to tax capital gains. Gains derived by a taxpayer from 
the disposal of shares in a company will be subject to tax if such gains are considered 
as income in nature. The determination of whether the gains from the disposal of shares 
in a company are income or capital in nature is based on a consideration of the facts 
and circumstances of each case. Factors considered include motive of seller, length of 
period of ownership of the shares disposed, frequency of transactions, reasons for sale 
and means of financing the acquisition. 

Proposed
To minimise compliance costs and enhance Singapore’s attractiveness as a business 
location, greater upfront certainty on the tax treatment of companies’ share disposal 
gains will be provided. Gains derived from the disposal of equity investments by 
companies will not be taxed if the followings conditions are met:
i) the divesting company holds a minimum shareholding of 20% in the company 

whose shares are being disposed; and 
ii) the divesting company maintains the minimum 20% shareholding for a minimum 

period of 24 months just prior to the disposal. 

For share disposals in other scenarios, the tax treatment of the gains/losses arising from 
share disposals will continue to be determined based on a consideration of the facts 
and circumstances of each case. 

This change will take effect for disposal of shares of companies on or after 1 June 2012. 
Further details will be released by IRAS by 1 June 2012.
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 Deadline extension for the filing and payment of 
withholding tax

Current 
When a payer makes certain payments to a non-resident, the 
payer has to withhold tax on the payments, file and pay the tax 
withheld to the Comptroller of Income Tax by the 15th of the 
month following the date of payment to the non-resident under 
Section 45 of the Income Tax Act. Some of the payments that 
are subject to withholding tax include interest, royalty, rental, 
management fee and directors’ remuneration.

Proposed
To provide more time to file and pay the tax withheld, the payer 
will be allowed one additional month to file and pay the tax, i.e. 
by the 15th of the second month following the date of payment 
to the non-resident. 

This change will take effect for payments made to non-residents 
on or after 1 July 2012. For example, if the date of payment to a 
non-resident is 1 October 2012, the new deadline for filing and 
payment of any tax withheld will be 15 December 2012.

 Exemption of charter fees for ships from   
 withholding tax

Current
Time, voyage and bareboat charter fees paid to non-residents for 
the use of ships are subject to withholding tax at a concessionary 
withholding tax rate of 2%. 

Proposed
To further enhance Singapore’s competitiveness as an Inter-
national Maritime Centre and reduce business costs for ship 
charterers, bareboat, voyage and time charter payments made 
to non-residents, excluding permanent establishments in 
Singapore, for the use of ships will be exempted from withholding 
tax. 

Payers will not need to withhold tax on such payments made 
to a permanent establishment in Singapore. The permanent 
establishment in Singapore will continue to be assessed to tax 
on the charter fees received and will be required to declare the 
payments received in its annual income tax return. 

This change will take effect for all payments made on or after 17 
February 2012. 

 SME Cash Grant

Current
In Budget 2011, a corporate income tax rebate was granted. 
The rebate was 20% of the corporate income tax payable for YA 
2011, capped at $10,000.

For companies that did not benefit from the corporate income 
tax rebate, a one-off SME Cash Grant based on 5% of the 
company’s revenue for YA 2011 was provided, subject to a cap 
of $5,000. The qualifying condition for the SME Cash Grant 
is that the companies must have made CPF contributions for 
any employees (including shareholders, directors who are 
employees) during the basis period of YA 2011. If this condition 
is not met, companies will only be eligible for the corporate 
income tax rebate.

Companies will automatically receive the higher of the tax rebate 
or the grant when IRAS assesses their YA 2011 corporate 
income tax returns.

Proposed
The corporate income tax rebate granted for YA 2011 will not 
be extended to YA 2012. Companies that have made CPF 
contributions for at least one employee (where the employee is 
not a shareholder of the Company) during the relevant accounting 
period for YA 2012 will still be entitled to the SME cash grant 
which will be pegged at 5% of the companies’ revenue for YA 
2012, capped at S$5,000. The grant shall exclude dormant and 
inactive companies as well as trusts. (including REITs).

 Enhancement of the Productivity and Innovation  
 Credit (“PIC”) Scheme

Current
The PIC scheme confers 400% tax deduction or allowance for 
up to $400,000 of qualifying expenses incurred on each of the 
following six qualifying activities:
(i) Research & Development (“R&D”) Expenditures
(ii) Investments in Design
(iii) Acquisition of Intellectual Property (“IP”)
(iv) Registration of IP
(v) Investments in Automation
(vi) Training

Some of the existing features of the PIC Scheme are:

(i) Cash Payout
 Businesses may convert up to $100,000 of qualifying 

expenditure into a non-taxable cash payout per YA at a 
conversion rate of 30%. This payout is available from YA 
2011 to YA 2013. For YA 2011 and YA 2012, businesses 
may convert up to S$200,000 of their combined qualifying 
expenditure. The cash payout is available any time after the 
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end of the firm’s financial year, but no later than the due date 
for the filing of its income tax return for that year.

 (ii) Training
 Only qualifying expenditure incurred on external and certified 

in-house courses for the training of employees will qualify 
for the PIC benefits. In-house training courses must be 
accredited by the Singapore Workforce Development 
Agency (“WDA”), or approved/certified by the Institute of 
Technical Education (“ITE”) in order to qualify for PIC.

(iii) Research & Development (“R&D”) Expenditure
 Writing down allowance on expenditure incurred on R&D 

cost-sharing agreements does not qualify for the PIC benefits. 
Expenditure incurred on software development projects may 
qualify for PIC if the project satisfies the R&D definition in 
Section 2 of Income Tax Act. The R&D definition requires 
the development of computer software to be sold, rented, 
leased, licensed or hired to two or more persons (referred to 
as “multiple sales requirement”). The persons must not be 
related to each other or the developer, or the person who 
undertakes the development.

(iv) Investments in Automation Equipment
 The acquisition of automation equipment on hire purchase 

is not eligible for the cash payout option if the repayment 
schedule straddles two or more financial years.

Proposed
The PIC scheme will be enhanced in four main areas:

(i) Cash Payout
 The cash payout rate will be increased from 30% to 60% 

for up to $100,000 of qualifying expenditure, from YA 2013. 
The cash payout will be extended from YA 2013 to YA 2015. 
The cash payout cannot be combined on expenditure across 
the 3 YAs. Businesses may claim the cash payout any time 
after the end of each financial quarter, but no later than the 
due date for the filing of it income tax return for the relevant 
year. Businesses may obtain the first quarterly cash payout 
starting July 2012. 

(ii) Training
 a. In-house training courses
  Certification will not be required for qualifying in-house 

training expenditure incurred up to $10,000 per YA. The 
total training expenditure cap eligible for tax deduction 
remains unchanged at $400,000. In-house training 
expenditure in excess of the $10,000 cap may still 
qualify for the PIC benefits if the courses are accredited/ 
approved/ certified by WDA or ITE. The $10,000 cap 
cannot be combined across YAs. 

 b. Training of agents
  Expenditure incurred by a principal on the training of its 

agents may qualify for PIC subject to certain conditions. 

The conditions include: 
 l There is a regular working/contractual relationship 

between the principal and the agent. 
 l The principal bears the training expenses and does 

not charge or recover the training expenses from the 
agent. 

	 l The training expenses must not be claimed by the 
agent as expenses of his/her trade or as course fees 
relief. 

	 l The principal shares the risks and rewards of the 
agent.

 Examples of agents are insurance agents, financial 
advisers and real estate agents. 

(iii) Research & Development (“R&D”) Expenditure
 a. R&D cost-sharing agreements
  Expenditure incurred on R&D cost-sharing agreements 

may qualify as expenditure on R&D and enjoy PIC 
deduction. The qualifying expenditure will be deemed to 
be 60% of the shared costs, similar to outsourced R&D. 
Expenditure incurred on R&D cost-sharing agreements 
will be allowed deduction under Sections 14D and 14DA 
of the Income Tax Act. The R&D cost-sharing expenditure 
claimed will count towards the expenditure cap for “R&D” 
activity. Transitional rules will be provided for existing 
claimants of writing down allowances under Section 19C 
of the Income Tax Act. 

 b. Software development
  The multiple sales requirement will be removed to facilitate 

R&D in software development not intended for sale. 
However, the development of software for internal routine 
administration of businesses will not be considered as 
R&D. 

(iv) Investments in Automation Equipment
 Qualifying automation equipment acquired on hire purchase 

with repayment schedule straddling two or more financial 
years will be eligible for the cash payout option. All other 
existing terms and conditions of the scheme apply. 

These changes will take effect from YA 2012. The IRAS will 
release further details by 30 June 2012.

 Enhancement of the Renovation and 
 Refurbishment (“R&R”) deduction scheme 

Current
The costs of most fixtures, fittings and installations (unless they 
are part of an industrial building which qualifies for industrial 
building allowances) do not qualify for capital allowances 
because they are part of the premises in which the business is 
carried on and do not qualify as “plant and machinery” for capital 
allowance purpose. 
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However, businesses that incur qualifying R&R costs (except 
those expenses relating to structural works and expansion of 
space) on their business premises from 16 February 2008 to 15 
February 2013 may claim the R&R tax deduction under Section 
14Q of the Income Tax Act. The expenditure claimable is capped 
at $150,000 for each three-year period. The tax deduction is 
based on the R&R costs being written down on a straight-line 
basis over three consecutive years, from the relevant YA in which 
the costs are first incurred. 

Proposed
To help businesses that need to renew and refresh their premises 
regularly to remain competitive, the R&R deduction scheme will 
become a permanent feature of the tax regime. The expenditure 
cap will be doubled to $300,000 for each three-year period. All 
other existing terms and conditions of the scheme apply. 

These changes will take effect from YA 2013. The IRAS will 
release further details by 30 June 2012.

 Enhancement of the Merger & Acquisition (“M&A”)  
 Scheme 

Current
The M&A scheme that was introduced in 2010 provides for 
an M&A allowance and stamp duty relief on qualifying M&A 
completed from 1 April 2010 to 31 March 2015. The M&A 
allowance is 5% of up to $100 million of the acquisition value for 
all qualifying M&A per YA. There is no tax allowance provision for 
transaction costs. Qualifying M&A includes those undertaken in 
the following situations: 
(i) The acquiring company acquires shares of the target 

company either directly or through a directly and wholly-
owned subsidiary (“acquiring subsidiary”)

(ii) The acquiring company acquires a target where either the 
target company or a subsidiary directly and wholly-owned 
by the target company satisfies the relevant conditions. The 
conditions are that the target company or its directly and 
wholly-owned subsidiary carries on a trade or business and 
has at least three employees working for the company for at 
least 12 months preceding the date of M&A.

Proposed
To further support companies carrying out M&A, the scheme will 
be enhanced as follows: 

(i) Transaction costs incurred on qualifying M&A
 200% tax allowance will be granted on the transaction costs 

incurred on qualifying M&A, subject to an expenditure cap 
of $100,000 per YA. The allowance on transaction costs will 
be written down in one year. Such transaction costs include 
professional fees on due diligence (accounting and tax), legal 
fees and valuation fees.

(ii) Qualifying M&A 
 a. Acquisition through subsidiaries
  The acquiring company may acquire shares of the target 

company through multiple tiers, instead of just one tier, of 
wholly-owned subsidiaries. 

 b. Target company—The relevant conditions that the target 
company has to satisfy may be satisfied by any of the 
multiple tiers of wholly-owned subsidiaries of the target 
company.

(iii) Extension of scheme
 The M&A scheme will be available as an added feature for 

existing Headquarter incentive schemes, on a case-by-
case basis. The condition that the acquiring company must 
be held by an ultimate holding company incorporated in 
and a tax resident of Singapore may be waived subject to 
conditions. 

All other existing terms and conditions of the scheme apply. 
These changes will take effect for qualifying M&A completed 
from 17 February 2012 to 31 March 2015. 

ENHANCEMENTS AND EXTENSION TO
EXISTING TAX INCENTIVES AND 
CONCESSIONS

 Enhancement of the Double Tax Deduction (“DTD”)  
 for Internationalisation Scheme

Current
Businesses may claim up to 200% tax deduction on qualifying 
expenditure incurred on qualifying market expansion and 
investment development activities under Section 14B and 14K 
of the Income Tax Act. The claims are granted on an approval 
basis by International Enterprise (“IE”) Singapore or Singapore 
Tourism Board (“STB”).

Proposed
To further encourage SMEs to venture abroad, and reduce 
administrative burden on businesses, tax deduction of up to 
200% may be allowed on qualifying expenditure (up to $100,000 
per YA) incurred on the following four activities, without the need 
for approval from IE Singapore or STB:
(i) Overseas business development trips/missions;
(ii) Overseas investment study trips/missions;
(iii) Participation in overseas trade fairs; and
(iv) Participation in approved local trade fairs.

IE Singapore or STB will continue to approve claims, on a case-
by-case basis, made by businesses that require larger funding 
support in excess of $100,000, or on qualifying expenditure 
incurred on other qualifying activities. 
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These changes will take effect for qualifying expenditure incurred 
on or after 1 April 2012. Further details will be released by IE 
Singapore and STB by 31 March 2012.

 Enhancement to the tax exemption on gains on  
 disposal of vessels derived by qualifying ship  
 operators and ship lessors

Current
Qualifying ship operators and ship lessors may enjoy a 
concession where the gains from disposal of vessels are not 
taxed. The concession will end in YA 2014. With effect from 1 
June 2011, the qualifying ship operators and ship lessors have 
to opt for the concession and abide by the conditions imposed.

Proposed
To bring Singapore’s tax regime on par with other maritime nations 
and provide certainty to the maritime sector, qualifying ship 
operators and ship lessors under the Maritime Sector Incentive 
(“MSI”) awards will be granted tax exemption automatically, 
without the need to opt for the exemption, on gains from the 
disposal of vessels. The gains from the disposal of vessels under 
construction and new building contracts will also be exempt. For 
ship lessors under the MSI-ML (Ship) award, the exemption also 
applies to gains from the disposal of foreign vessels. 

These changes will take effect from the commencement of MSI 
on 1 June 2011. 

 Enhancement of Maritime Sector Incentive—  
 Maritime Leasing (Container) Award

Current
The MSI-ML (Container) award grants a concessionary tax 
rate of 5% or 10% on income derived from the leasing of 
qualifying containers. The MSI-ML (Container) award recipients 
may also apply for withholding tax exemption on interest and 
related payments arising from loans taken to finance qualifying 
containers on a case-by-case basis. Qualifying containers 
refer to containers that adhere to the standards defined by the 
International Organisation for Standardization (“ISO”) or the 
Institute of International Container Lessors (“IICL”). 

Proposed
To further promote the growth of container leasing in Singapore, 
the following enhancements will be made to the MSI-ML 
(Container) award: 
(i) Interest and related payments, made on or after 17 

February 2012, arising from loans taken to finance qualifying 
containers and intermodal equipment will be granted 
automatic withholding tax exemption upon self-assessment 
of the qualifying conditions.

(ii) With effect from YA 2013, income derived from the leasing 
of intermodal equipment (e.g. trailers) which is incidental 
to the leasing of qualifying containers will also enjoy the 
concessionary tax rate of 5% or 10%. 

(iii) With effect from YA 2013, qualifying containers will refer to 
containers that adhere to the standards defined by 

 the ISO, IICL or any other equivalent organisation. 

 Enhancement and extension of the Aircraft Leasing  
 Scheme (“ALS”)

Current
ALS award recipients enjoy the concessionary tax rate of 
5% or 10% on income derived from the leasing of aircraft or 
aircraft engines and other prescribed activities. Withholding tax 
exemption on interest and qualifying related payments arising 
from qualifying foreign loans taken to finance the purchase of 
aircrafts or aircraft engines may be granted on a case-by-case 
basis, subject to conditions. 

The ALS expires on 29 February 2012. 

Proposed
To continue the promotion of aircraft leasing activities in 
Singapore, the ALS will be extended to 31 March 2017. To 
provide upfront tax certainty and reduce business costs, 
withholding tax exemption will be granted automatically, subject 
to conditions, on interest and qualifying payments. The payments 
must be made on or after 1 May 2012 by existing and new ALS 
recipients in respect of qualifying foreign loans entered into on or 
before 31 March 2017. The loans must be taken to finance the 
purchase of aircraft or aircraft engines.

 Enhancement of liberalized withholding tax   
 exemption regime for banks

Current
In Budget 2011, the withholding tax exemption regime for banks 
was liberalised to allow specified entities to enjoy withholding 
tax exemption on interest and other payments (falling within 
the armbit of Section 12(6) of the Income Tax Act) made to 
non-residents (except permanent establishments (“PEs”) in 
Singapore). 

The interest and other payments must be made for the purpose 
of the trade or business of the specified entities. 

Proposed
To enhance the withholding tax regime, the specified entities will 
not need to withhold tax on interest and other payments made 
to PEs in Singapore. The PEs in Singapore will be assessed to 
tax on the payments received and will be required to declare the 
payments received in their annual income tax returns, unless the 
payments are specifically exempt from tax. 
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All other existing terms and conditions of the regime apply. This 
change will take effect for: 
(i) payments to be made from 17 February 2012 to 
 31 March 2021 (for contracts already in force before 
 17 February 2012); and
(ii) all payments arising from contracts effective on or after 17 

February 2012 to 31 March 2021.

 Extension of the withholding tax exemption for  
 Over-The-Counter (“OTC”) financial derivatives  
 payments

Current
Currently, Financial Institutions (“FIs”) enjoy withholding tax 
exemption on all payments made on qualifying OTC financial 
derivatives to persons who are neither residents of nor permanent 
establishments in Singapore. The withholding tax exemption is 
due to expire on 19 May 2012.

Proposed
To encourage the growth of our derivatives market, the with-
holding tax exemption on all payments made on qualifying OTC 
financial derivatives will be extended to 31 March 2021. The 
extension will cover:
(i) payments liable to be made during the period 20 May 2012 

and 31 March 2021 on contracts taking effect, extended or 
renewed before 20 May 2012; and

(ii) all payments liable to be made on contracts taking effect, 
extended or renewed from 20 May 2012 to 

 31 March 2021.

 Extension of the tax deduction for collective 
impairment provisions made under MAS Notices

Current
Banks may claim tax deduction for collective impairment 
provisions made under MAS Notice 612, subject to caps as 
stipulated under Section 14I of the Income Tax Act. Similarly, 
finance companies and merchant banks may claim tax deduction 
for collective impairment provisions made under MAS Notice 
811 and MAS Notice 1005 respectively. These tax concessions 
will expire after YA 2013 or YA 2014.

Proposed
To encourage banks to maintain adequate levels of impairment 
allowances, the tax concessions will be extended for a further 
three years till YA 2016 or YA 2017 dependent on the financial 
year end of the taxpayer. All other existing terms and conditions 
of the scheme apply.

 Enhancement to the designated investment and  
 specified income lists for financial sector tax  
 incentive schemes

Current
There is a list of specified income and a list of designated 
investments that are applicable for the following tax incentive 
schemes:
(i) Foreign Trust Scheme;
(ii) Foreign Account of Charitable Purpose Trust Scheme;
(iii) Fund Management Incentive Schemes;
(iv) Approved Trustee company Scheme;
(v) Financial Sector Incentive—Standard Tier Scheme; and
(vi) Financial Sector Incentive—Fund Management Scheme

Proposed
To simplify the list of specified income and designated investments, 
and to keep up with industry development and changes, the list 
of specified income will be revised into an exclusion list. The list 
of designated investments will be rationalized as follows:
(i) Stocks and shares of any company;
(ii) All debt securities;
(iii) All other securities (not already covered under the list of 

designated investments):
 a. Issued by foreign governments in foreign currency; 
 b. Listed on any Exchange; 
 c. Issued by supranational bodies; or 
 d. Issued by any company; and
(iv) All financial derivatives that relate to any designated 

investment or financial index, subject to existing conditions 
and counterparty restrictions.

The designated investment list will also be expanded to cover:
(i) Private trusts that invest wholly in designated investments;
(ii) Freight derivatives; and
(iii) Publicly-traded partnerships that do not carry on a trade, 

business, profession or vocation in Singapore.

These changes will take effect from 17 February 2012 and the 
MAS will release details of the changes by 29 February 2012.

 Liberalisation of the cash distribution requirement  
 for tax transparency for Real Estate Investment  
 Trusts (“REITs”)

Current
To enjoy tax transparency, REITs must distribute at least 90% of 
taxable income in the same financial year in which such income 
is derived. The distributions to the unit holders must be made 
fully in cash. Under tax transparency treatment, the trustee of 
the REIT is not subject to tax on the specified income that is 
distributed to the unit holders. Instead, the income will be taxed 
in the hands of the unit holders.
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Proposed
To enhance our tax regime for REITs, a REIT that makes 
distributions to unit holders in the form of units can continue to 
enjoy tax transparency. This is subject to the following conditions:
(i) Before the distribution, the trustee of the REIT grants the unit 

holders the option to receive the distributions either in cash 
or units in that REIT; and

(ii) On the date of distribution, the trustee of the REIT must have 
sufficient cash to make the entire distribution fully in cash 
had no option been given to those unit holders to receive the 
distribution in units in that REIT.

Unit holders that elect to receive distributions in units will be 
taxed in the same manner as if they had received the distribution 
in cash.

This change will take effect for distributions made on or after 1 
April 2012.

NEW TAX INCENTIVE

 Integrated Investment Allowance (“IIA”) Scheme

Current
Companies may claim capital allowance on plant and equipment 
used overseas in connection with their trade or business, subject 
to meeting certain conditions.

Proposed
To keep pace with the evolving business environment, the IIA 
scheme will provide an additional allowance on fixed capital 
expenditure incurred for productive equipment placed overseas 
on approved projects. The additional allowance will be granted 
on top of capital allowance.

This change will take effect from YA 2013 for qualifying capital 
expenditures incurred on or after 17 February 2012. The scheme 
will run for 5 years and will be administered by the Economic 
Development Board. The existing Integrated Industrial Capital 
Allowance incentive, which is no longer relevant, will be 
withdrawn following the introduction of the IIA scheme on 17 
February 2012. 
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Individual Tax
 Enhancement of the Earned Income Relief for elderly and handicapped  

 workers

Current
Individuals may claim Earned Income Relief (“EIR”) or Handicapped EIR.The table below 
shows the current maximum amount of EIR and Handicapped EIR.

Proposed
To encourage elderly workers to stay employed and to provide more support to 
handicapped workers, the amount of EIR and Handicapped EIR will be increased. The 
table below shows the revised amount of EIR and Handicapped EIR.

 Age group EIR Handicapped EIR
 Below 55 $1,000 $2,000
 55 to 59 $3,000 $5,000
 60 and above $4,000 $6,000

Changes to take effect from YA 2013. 

 Age group EIR Handicapped EIR
 Below 55 $1,000 $4,000
 55 to 59 $6,000 $10,000
 60 and above $8,000 $12,000
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Goods and Services Tax
 GST exemption on investment-grade gold and precious metals

Current
Investment-grade gold and precious metals like silver and platinum are subject to GST 
if they are sold in Singapore and zero-rated if they are exported overseas.

Businesses may utilise the Zero-GST Warehouse Scheme to undertake GST-free sales 
within the warehouse so as to alleviate the GST impact on domestic gold and precious 
metals trading.

Proposed
To develop a new refining and trading cluster in Singapore, the import and supply of 
investment-grade gold and precious metals will be treated as exempt supplies, similar 
to the supply of financial services.

Measures will be introduced to ease cash flow and compliance of qualifying refiners 
and local consolidators of precious metals in the payment of input GST on import and 
purchase of raw materials. 

These changes will take effect from 1 October 2012.

Further implementation details of the new GST treatment of exempt investment-grade 
gold and precious metals, including its corresponding input tax claims, will be finalised 
after consultation with the industry.

IRAS will release further details of the changes by 1 September 2012.

 Extension of the GST Temporary Import Period from three to 
 six months

Current
The Temporary Import (“TI”) Scheme allows goods, except for liquor and tobacco, to 
be imported without payment of duty and/or GST if they are to be re-exported within 
three months from the date of importation. The goods must be imported for approved 
purposes, such as exhibitions, fairs, auctions, repairs, stage performances, testing, 
experiments and demonstration. If the goods are not re-exported within three months 
from the date of importation, GST will be payable.
 
Proposed
To provide businesses with greater flexibility, the temporary import relief period of three 
months will be extended to 6 months. All other existing terms and conditions of the 
scheme apply.

This change will take effect from 1 April 2012.

Singapore Customs will release further details of the change by 26 March 2012.
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 Extension of the GST Tourist Refund System  
 (“TRS”) to tourists departing by international cruise

Current
Departing tourists may claim GST refunds on their goods 
purchased in Singapore, subject to the tourists’ eligibility and 
conditions of the TRS. The GST TRS is only available to tourists 
departing Singapore via air, from the Changi International Airport 
and Seletar Airport. GST TRS is not available to tourists leaving 
Singapore via land and sea exits.

Proposed
To capitalise on the growth of international cruise tourism, the 
GST TRS will be extended to international cruise passengers 
(excluding cruises-to-nowhere and round-trip cruise passengers) 
departing from the Singapore Cruise Centre at Harbourfront and 
the new International Cruise Terminal at Marina South. A tourist 
departing Singapore on an international cruise must satisfy the 
existing GST TRS conditions to qualify for the GST refund. In 
addition, the tourist will be required to comply with the following:
(i) declare that Singapore is his final exit point using his cruise 

itinerary as documentary proof of his departure; and
(ii) commit that he will not return to Singapore within 48 hours.

This change will take effect from January 2013. This change 
has not been extended to ferry passengers or tourists leaving 
Singapore via land exits. IRAS, Singapore Customs and 
Singapore Tourism Board will release further details of the 
change by 1 September 2012.

 Simplification of the GST import relief for incoming  
 travellers

Current
The amount of GST import relief for new articles brought in by 
bona fide traveller (eg. souvenirs and gifts) is dependent on his 
age and time spent outside Singapore:

Time spent 18 years Below
abroad  and above 18 years
Away for 48 hours $300 $100or more
Away for 24 to less  $150 $50than 48 hours  
Away for less than $50 none24 hours

Time spent abroad GST import relief
 Away for 48 hours or more $600
 Away for less than 48 hours $150

Proposed
To keep pace with rising expenditures and international norms, 
the GST import relief for new articles brought in by inbound 
travellers will be simplified as follows:

This change will take effect from 1 April 2012.



www.crowehorwath.com.sg14

Singapore Budget 2012

Other Changes
 Special Employment Credit

Employers will receive special employment credit (“SEC”) of 8% of income for each 
Singaporean worker aged above 50 who earns up to $3,000 per month. Employers 
of Singaporean workers aged above 50 and earning between $3,000 and $4,000 will 
receive a lower amount of SEC. Unlike the Jobs Credit Scheme, the SEC is specifically 
targeted at helping businesses attract and retain older workers. This scheme will be in 
place for the next five years from 2012 to 2016.

Employers who make regular CPF contributions for their workers need not take further 
action in order to receive the SEC. The CPF Board will automatically assess their 
eligibility and notify them by post before payments are made. 

SEC will be paid out twice yearly in March and September. The first payment of the 
enhanced SEC will be in September 2012.

 Increase in the CPF and Medisave contribution rates

To help older workers better prepare for their retirement, the CPF contribution rates for 
workers aged above 50 years old will be increased from 1 September 2012 as shown 
below:

 * For those with monthly wages exceeding $1,500 a month. Workers in the affected age 
groups and earning between $50 and $1,500 will see pro-rated increases in their 

  employer and employee CPF contribution rates.
 ** % of wages. 

 CPF Contribution Rates Changes*
 New contribution rates** from 1 September 2012
 (increases from current rates are in brackets)
Age Employer Employee Total
> 50–55 years 14 18.5 32.5
 (+2) (+0.5) (+2.5)
> 55–60 years 10.5 13 23.5
 (+1.5) (+0.5) (+2)
> 60–65 years 7 7.5 14.5
 (+0.5)  (+0.5)

The Medisave contribution rates for self-employed persons aged 50 years and above, 
and with annual net trade income of $18,000 and above, will be increased by 0.5% from 
1 January 2013 as shown below:

 Medisave Contribution Rates for Self-Employed Persons
with Annual Net Trade Income of $18,000 and Above

 Age as of 1 January
Period 45–below 50 years 50 years or more

Current 9.0% 9.0%
From 1 January 2013 9.0% 9.5%
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 Special Tax for Euro V Compliant Private Diesel  
 Cars 

Current
$1.25 per cc of engine capacity subject to a minimum annual 
payment of $1,250. 

Proposed
$0.40 per cc of engine capacity, subject to a minimum annual 
payment of $400. Reduction of nearly 70% for Euro V cars. 

The revised tax rate will take effect from 1 January 2013. The 
special tax for pre Euro V diesel cars will remain unchanged. The 
special tax for all diesel taxis will remain at $5,100 per annum. 

 Carbon Emissions-based Vehicle Scheme (CEVS)

Current
Green vehicles are incentivised under the Green Vehicle Rebate 
(GVR) Scheme, which will expire at the end of 2012: 
(i) Electric, hybrid (petrol-electric), CNG and Bi-fuel (CNG/

Petrol) passenger cars and taxis qualify for a rebate on the 
Additional Registration Fee (ARF) at 40% of the Open Market 
Value (OMV)

(ii) Electric, hybrid (petrol-electric), CNG and Bi-fuel (CNG/
Petrol) buses and commercial vehicles, electric motorcycles 
qualify for a rebate on the Additional Registration Fee (ARF) 
at 5-10% of  Open Market Value (OMV)

Proposed
(i) The CEVS will replace the GVR Scheme for passenger cars 

and taxis with effect from 1 January 2013. 

 Under the CEVS, all new purchases of passenger car models 
with low carbon emissions will enjoy up to $20,000 in rebates 
on the ARF, while those with high carbon emissions will have 
to pay a registration surcharge of up to $20,000. For taxis, 
the rebate and surcharge will be up to $30,000, or 50% 
higher than that for cars. This is to further encourage green 
taxis, which have much higher mileage than the average 
private car. 

 The rebates under CEVS will take effect from 1 January 2013, 
while the surcharge will only take effect from July 2013 to 
give the industry adequate time to adjust to the new scheme. 

 The CEVS will be reviewed in end 2014. More details will 
be shared by the Ministry of Transport at its Committee of 
Supply. 

(ii) The GVR Scheme for commercial vehicles, buses and 
motorcycles will be extended by another two years till end 
2014. 

 Removal of Additional Transfer Fee

Current
Vehicles buyers and sellers pay the following fees to transfer 
registration of their vehicles:
(i) Transfer Fee
 —$3 for motorcycles/scooters;
 —$10 for other vehicles; and
(ii) Additional Transfer Fee

2% of the value of the vehicle, subject to a minimum of 
$5 for motorcycles/scooters and $20 for other vehicles.

Proposed
With effect from 18 February 2012:
(i) The Transfer Fee for all vehicles will be revised to $11; and
(ii) The Additional Transfer Fee will be abolished.
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