Singapore Budget 2013
Productivity & Innovation Credit enhanced
with new PIC Bonus, IP in-licensing & liberalisation
of scope of PIC Automation Equipment
New Wage Credit Scheme, Corporate
Income Tax Rebate and Road Tax Rebate to
help companies with rising business costs
Property tax structure revised to be
more equitable
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Foreword
Budget 2013 reinforces the Government’s commitment of creating an inclusive society
where there will be social mobility, high income, better jobs, better quality of life and a
fair and progressive fiscal system for all Singaporeans through quality economic growth.
While the Budget has addressed some of the concerns of Singaporeans expressed
through the on-going Singapore Conversation such as the widening income gap, rising
cost of living and the disadvantaged position of children from lower income families that
affect their social mobility, it could very well be a misunderstood budget from a business
perspective.
The Budget 2013 was preceded as usual with feedback from the public and wishlists
from the business community. However in this year’s compilation of wishlists, there is a
feeling of a more acute hope for greater assistance as the communities feel the effect of
inflation on their lives, whether at home or in their business.
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Hence, the possible harsh assessment of this year’s Budget by the business community
would be in part due to the timing. In their reaction to the recent release of the
Population White Paper, businesses, especially the SMEs had made a passionate call
to the Government not to overly restrict the flow of foreign labour, some even saying
that such a move could be catastrophic. In light of this, the announcement of further
tightening of foreign labour and the proposed increase in foreign worker levies would
be disappointing to businesses that rely on foreign labour. This Budget has made it
clear that the Government will not pause or back track its commitment to reduce the
dependency on foreign workers.
However, it has to be noted that when the goal was set by the Finance Minister in
2010 to increase the income level of Singaporeans by a third by 2020 by increasing
productivity by 2% to 3% a year, it was, as admitted by the Minister himself, an
“ambitious target”. It requires a concerted effort to restructure the economy to boost
productivity. The Minister also mentioned in this year’s Budget that the main objective
of the policies aimed at tightening the flow of foreign workers is to reduce reliance on
manpower and not on merely replacing foreign workers with local employees. It was
evident in 2010 that the path ahead will not be one without pain as the winds of change
winnows the businesses that are unsustainable in the new economy. The challenge for
the Government, as it was then as much as it is now, is on how to make it easier for
businesses to swallow the bitter pill.
In this regard, this year’s Budget has introduced measures such as the wage credit
scheme and the corporate tax rebate to cushion the impact of rising business costs. The
wage credit scheme recognises the fact that with a tighter labour market, businesses will
have to increase wages to attract and retain local employees and therefore businesses
need help to offset this increase. This is indeed a good move to provide a broad support
to businesses.
However, the corporate tax rebate will only benefit companies that have taxable income
and thus, it would have been better if the Government had been more generous and
continued with the broad-based SME cash grant introduced in 2011 that provided a
cash grant equivalent to 5% of a company’s turnover capped at S$5,000 for companies
that cannot benefit from the corporate tax rebate. Perhaps the cap could have even
been raised to S$15,000 (which is half of the $30,000 cap on the corporate tax rebate)
taking into account the increasing upward pressure on rental and labour costs. It is also
noted that individual business owners will not benefit from the corporate tax rebate and
the personal income tax rebate is far below the S$30,000 cap afforded to companies.
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With little improvement in productivity since 2010, this year’s
Budget is also aimed at fine tuning the productivity incentives
with the hope of encouraging more businesses to invest in
productivity enhancing measures. The enhanced PIC measures
include:
• Allowing more equipment to qualify for PIC benefits thereby
broadening the incentive reach
• Providing a dollar-for-dollar matching cash bonus (called
the “PIC Bonus”) to businesses that invest a minimum of
$5,000 per year of assessment in PIC qualifying expenditure
capped to $15,000 over three years of assessment starting
from the year of assessment 2013.
It is to be noted that the PIC Bonus is paid over and above the
existing PIC incentives and therefore are most beneficial to small
businesses that previously hesitated in taking advantage of the
PIC scheme due to the fact that the scheme is an expenditurebased incentive. Hopefully by taking the initial small step in
investing in productivity and realising the benefit, such small
businesses can be persuaded to continue the investment in the
long term. It will be good if the Government monitors the take-up
rate by micro-SMEs and adjust the qualifying expenditure cap
upwards to promote sustained investments in productivity.
The decision not to extend the shelf life of the double deduction
scheme for expenses incurred in recruiting foreign talent is not
surprising as it is consistent with the Government’s policy of
reducing the dependency on foreign workers.
A surprise element in this year’s Budget is the road tax rebate
of 30% for goods vehicles, buses and taxis. It does show that
the Government did have its ears on the ground to take such a
targeted measure to reduce costs for businesses. Hopefully, this
rebate by reducing logistics cost will help to partly alleviate the
cost pressures faced by SMEs. It appears that the policy intent
of this measure is to also mitigate the need for public transport
operators to increase fares to keep pace with rising costs.
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Due to the rationalisation of the taxation of employer-provided
accommodation, employers that partially or fully bear the tax of
their employees will see an increase in their costs in 2015 if they
provide accommodation to these employees. As such, some
forward planning on employee remuneration packaging may be
warranted.
On the personal tax front, the two-tiered tax rebate will be a
welcome relief for households grappling with increased cost of
living. The cap of S$1,500 is lower than the S$2,000 cap when
the personal income tax rebate was last granted in 2011 but the
percentage of rebate is higher this year. Hence, this measure is
targeted to benefit the lower income group.
In all the sound and fury on the aftermath of the Budget
announcement, I hope that the subtle message the Government
is trying to send on creating a fair and progressive fiscal
system is not lost. The tweaking of the property tax to make it
a progressive tax and the tiering of the Additional Registration
Fee for passenger cars are signals that the more successful and
wealthy individuals should bear a higher burden. But it should
be noted that the Government is not just looking at income
redistribution but is hoping to build a strong ethos of collective
responsibility and sense of community as evidenced in the
concluding remarks of the Minister in his Budget speech this
year as well as last year. For the sake of Singapore’s future, I
hope the Government succeeds in this quest.
Sivakumar Saravan
Head of Tax
Crowe Horwath First Trust Tax Pte Ltd
26 February 2013
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Business Tax
GENERAL TAX CHANGES
Corporate Income Tax (“CIT”) Rebate from Year of Assessment (“YA”) 		
2013 to YA 2015.
Current
The CIT rebate was last granted for the YA 2011. The rebate then was 20% of the
corporate tax payable capped at $10,000. For companies that pay little or no tax, a
one-off SME cash grant was provided based on 5% of revenue, capped at $5,000.
Proposed
To help companies cope with higher business costs, a 30% CIT rebate capped at
$30,000 per YA, will be granted to companies for three years from YA 2013 to YA 2015.
Unlike in YA 2011, there will be no cash grant for companies that are not able to fully
benefit from the CIT rebate.
Rationalising the Start-Up Tax Exemption (“SUTE”) Scheme
Current
In Budget 2004, the SUTE scheme for qualifying new start-up companies was
introduced to encourage entrepreneurship.
Under the SUTE scheme, a new start-up company that satisfies the qualifying conditions
can claim for full tax exemption on the first $100,000 of chargeable income, and 50%
tax exemption on the next $200,000 of chargeable income, for each of its first three
consecutive YA.
To qualify for the SUTE scheme, currently a company (including a company limited by
guarantee) must:
(i) Be incorporated in Singapore;
(ii) Be a tax resident of Singapore for that YA; and
(iii) Have no more than 20 shareholders where:
(a) All of the shareholders are individuals beneficially and directly holding the
shares in their own names; or
(b) At least one shareholder is an individual beneficially and directly holding at least
10% of the total number of issued ordinary shares of the company, throughout
the basis period for that YA.
The SUTE was extended to companies limited by guarantee with effect from YA 2010.
Proposed
SUTE will no longer be available to the following companies:
(i) Companies that buy or lease land and arrange for a building to be built on the land
in order to lease, manage or sell the building; and
(ii) Investment holding companies that derive only investment income such as rental,
dividend, or interest income.
The purpose of the SUTE scheme is to encourage entrepreneurship and this change
seeks to exclude companies that are not aligned with this purpose.
Property developers and investment holding companies will still be able to enjoy the
partial tax exemption generally available to all companies.
All existing conditions of the SUTE scheme remain unchanged. This change will take
effect for start-ups incorporated from 26 February 2013.
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ENHANCEMENTS TO THE PRODUCTIVITY
AND INNOVATION CREDIT (“PIC”) SCHEME
PIC Bonus
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 Expenditures;
(ii) Investments in Design;
(iii) Acquisition of IP;
(iv) Registration of IP;
(v) Investments in Automation; and
(vi) Training.
In addition, businesses can opt for a cash payout at 60% on up
to S$100,000 of the qualifying expenditure, in lieu of the 400%
tax deduction or allowance. The PIC scheme is available till YA
2015.
Proposed
Businesses, including companies, sole proprietorships, partners,
that spend a minimum of $5,000 in qualifying PIC investments in
a YA will receive a dollar-for-dollar matching cash bonus. The PIC
Bonus is up to $15,000 from YA 2013 to 2015. This PIC Bonus
seeks to encourage businesses in undertaking improvement in
productivity and innovation.
The PIC Bonus is in addition to existing PIC benefits of:
(i) 400% PIC tax deductions up to $400,000 in expenditure for
each PIC qualifying activity; or
(ii) Cash payout at 60% on up to $100,000 of the qualifying
expenditure.
Businesses can either file claims for PIC Bonus with the PIC
Cash Payout Application Form up to four times a year; or once a
year with the filing of Form C.
Enhancing the PIC scheme to include Intellectual
Property (“IP”) in-licensing
Current
IP acquisition and registration are qualifying activities under the
PIC scheme, but in-licensing of IP is not a qualifying activity.
Proposed
The PIC scheme will be enhanced to include IP in-licensing
as a qualifying activity. This enhancement is aimed at helping
businesses, especially SMEs that license IP rights rather than
acquire the IP for innovation or productivity improvements.
The enhancement extends the qualifying activities under
“Acquisition of Intellectual Property” to include IP in-licensing.
Cost of IP acquisition and in-licensing of IPs will be eligible for
enhanced allowance/deductions under the PIC scheme, up to a
combined cap of $400,000 per YA.
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Similarly, cost of IP acquisition and in-licensing of IPs will qualify
for a cash payout under PIC, subject to conditions. This change
will take effect for IP in-licensing costs incurred from YA 2013
to YA 2015. The current PIC qualifying activity of “Acquisition
of Intellectual Property” will be renamed to “Acquisition and InLicensing of Intellectual Property” to reflect the change.
The Inland Revenue Authority of Singapore (“IRAS”) will release
further details by April 2013.
Liberalising the Scope of PIC Automation Equipment
Current
Under the PIC Scheme, businesses can claim enhanced
capital allowance/deduction on the expenditure incurred to
acquire or lease qualifying automation equipment. PIC is
granted automatically on any automation equipment that is on
a prescribed list.
A prescribed list of automation equipment provides tax certainty
to businesses for their PIC claims as automation equipment on
the prescribed list qualifies for PIC automatically.
Where an automation equipment is not on the prescribed list,
taxpayers can apply, on a case-by-case basis, to IRAS to seek
approval to claim enhanced allowance or deduction under the
PIC scheme. IRAS would assess the equipment based on the
following criteria:
(i) The equipment automates the current core work processes
of the business;
(ii) The equipment enhances the productivity of the principal
trade of the business (for example in terms of reduced manhours, more output or improved work processes); and
(iii) The equipment is not a basic tool, which is necessary for
carrying out the trade or business, and is commonly used in
the industry. If it is a basic tool,
(a) It must have more advanced or superior technology
than existing automation equipment used in performing
a similar function in the business; or
(b) No other automation equipment performing a similar
function has been used in the business before.
Proposed
To make it easier and allow more equipment to qualify for PIC
benefits, the following changes have been proposed:
(a) For equipment that is not on the prescribed list, IRAS will
assess and grant approval for PIC benefits based on the
following liberalised conditions:
(i) The equipment automates or mechanises, whether in
whole or in part, the work processes, whether core or
non-core of the business; and
(ii) The equipment enhances productivity of the business
(for example, in terms of reduced man hours, more
output or improved work processes).
(iii) Equipment that is a basic tool will be allowed, so long
as:
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— it increases productivity compared to the existing
equipment used in the business; or
		
— it has not been used in the business before.
(b) The term “automation equipment” will be changed to “IT
and automation equipment” as PIC already supports ITrelated software besides automation equipment.
(c) The prescribed equipment list will be updated regularly to
take into account feedback from businesses.

Unless otherwise specified, the changes will take effect from 1
January 2014. Existing award recipients can continue with their
awards till the end of their award tenures provided the conditions
for the respective grants be fulfilled.

The above changes will take effect from YA 2013. IRAS will
release the updated equipment list and PIC examples on their
website by 26 February 2013.

Extending and Refining the Qualifying Debt Securities
(“QDS”) and Qualifying Debt Securities Plus (“QDS+”)
Incentive Schemes

ENHANCEMENTS AND EXTENSION TO
EXISTING TAX INCENTIVES AND
CONCESSIONS
Extending and Enhancing the Financial Sector
		
Incentive (“FSI”) scheme
Current
The FSI scheme comprises 12 separate awards that grant
concessionary tax rates of 5%, 10% and 12% on income from
qualifying financial activities:
(i) FSI-Standard Tier (“FSI-ST”) award [12%]
(ii) FSI-Fund Management award (“FSI-FM”) [10%]
(iii) FSI-Headquarter Services award (“FSI-HQ”) [10%]
(iv) FSI-Bond Market award (“FSI-BM”) [5%]
(v) FSI-Equity Market award (“FSI-EM”) [5%]
(vi) FSI-Credit Facilities Syndication award (“FSI-CFS”) [5%]
(vii) FSI-Derivatives market award (“FSI-DM”) [5%] – there are
five separate sub-awards
(viii) FSI-Islamic Finance (“FSI-IF”) award [5%]
The FSI scheme will expire on 31 December 2013. The FSI-IF
award will expire on 31 March 2013.
Proposed
To continue the growth of financial sector activities in Singapore,
the FSI scheme (excluding the FSI-IF award) will be extended for
five years to 31 December 2018. The FSI scheme will be refined
as follows:
(i) The five separate FSI-DM sub-awards will be merged to
form a single FSI-DM award;
(ii) The FSI-BM and FSI-EM awards will be merged to form a
single FSI-Capital Markets (“FSI-CM”) award;
(iii) Withholding tax exemption will be granted automatically to
FSI-HQ award recipients on interest payments made during
the period of their FSI-HQ award for qualifying loans. This
will take effect from 25 February 2013;
(iv) The range of incentivised activities and financial instruments
will be broadened for the FSI-ST, FSI-CM and FSI-CFS
awards; and
(v) The FSI-IF award will be allowed to expire on 31 March
2013. The existing qualifying Islamic Finance activities will
be incentivised under the FSI-ST award.
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The Monetary Authority of Singapore (“MAS”) will release further
details by end June 2013.

Current
The QDS scheme offers the following tax concessions on
qualifying income from QDS:
(i) 10% concessionary tax rate for qualifying companies and
bodies of persons in Singapore; and
(ii) Tax exemption for qualifying non-residents and qualifying
individuals.
To qualify as QDS, debt securities must be substantially arranged
by financial institutions (“FIs”) in Singapore.
The QDS+ scheme grants tax exemption for all investors on
qualifying income derived from QDS that are:
(i) Debt securities (excluding Singapore Government Securities)
with an original maturity of at least 10 years; and
(ii) Islamic debt securities or sukuk.
The QDS and QDS+ schemes will expire on 31 December 2013.
Proposed
To further promote Singapore’s debt market, the QDS scheme
will be extended for five years to 31 December 2018.
For debt securities issued during the period of 1 January 2014
to 31 December 2018, the requirement that the QDS has to be
substantially arranged in Singapore will be rationalised to ease
compliance for issuers.
The QDS+ scheme will also be extended for five years to 31
December 2018. The QDS+ scheme will be refined to allow debt
securities with standard early termination clauses to qualify for
the QDS+ scheme, subject to conditions.
The other existing conditions of the schemes remain unchanged.
MAS will release further details by end June 2013.
Extending the Tax Exemption on Income Derived
by Primary Dealers from Trading in Singapore
Government Securities
Current
Tax exemption is granted on income derived by primary dealers
from trading in Singapore Government Securities. The tax
exemption will expire on 31 December 2013.
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Proposed
To continue encouraging trading in Singapore Government
Securities, the tax exemption on income derived by primary
dealers from trading in Singapore Government Securities will be
extended for five years to 31 December 2018.
Extending the Tax Incentive Scheme for Approved
Special Purpose Vehicle (“ASPV”) engaged in
securitisation transactions (“ASPV Scheme”)
Current
The ASPV scheme grants the following tax concessions to an
ASPV engaged in asset securitisation transactions:
(i) Tax exemption on income derived by an ASPV from
approved asset securitisation transactions;
(ii) GST recovery on its business expenses at a fixed rate of
76%;
(iii) Remission of stamp duties on the instrument of transfer
of assets to the ASPV for approved asset securitisation
transactions; and
(iv) Tax exemption on payments to qualifying non-residents on
over-the-counter financial derivatives in connection with an
asset securitisation transaction.
The scheme will expire on 31 December 2013.
Proposed
To continue developing the structured debt market, the ASPV
scheme will be extended for five years to 31 December 2018. All
existing conditions of the scheme remain unchanged. MAS will
release further details by end May 2013.
Enhancing the Tax Exemption Scheme for the
Underwriting of Offshore Specialised Insurance Risks
Current
Insurers and reinsurers on this scheme can currently enjoy
tax exemption on qualifying income derived from the following
qualifying offshore specialised insurance lines:
(i) Terrorism risks;
(ii) Political risks;
(iii) Energy risks;
(iv) Aviation and Aerospace risks; and
(v) Agricultural risks.
The scheme will expire on 31 August 2016.
Proposed
To encourage the underwriting of severe and volatile catastrophe
risks from Singapore, tax exemption will be granted on qualifying
income derived from offshore Catastrophe Excess of Loss (“CATXOL”) reinsurance layers. All existing conditions of the scheme
remain unchanged. This change will take effect from 25 February
2013. MAS will release further details by end April 2013.
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Extending and Enhancing the Tax Incentive Scheme
for Offshore Insurance Broking Business
Current
Insurance and reinsurance brokers on this scheme can enjoy a
10% concessionary tax rate on fees and commissions derived
from the provision of insurance broking and advisory services to
clients that are not based in Singapore.
The scheme will expire on 31 March 2013.
Proposed
To support Singapore’s position as a major regional insurance
and reinsurance hub, the scheme will be extended for five years
to 31 March 2018.
Insurance broking activities will be incentivised if the risks being
insured or reinsured are offshore risks. Advisory services will
continue to be incentivised for services provided to clients that
are not based in Singapore.
To accelerate the development of the specialty insurance cluster
in Singapore, a new 5%-tier award for the offshore specialty
insurance broking business will be introduced. Insurance and
reinsurance brokers which are granted the new award can enjoy
a 5% concessionary tax rate on fees and commissions derived
from the provision of qualifying speciality insurance broking and
advisory services.
These changes will take effect from 1 April 2013. MAS will
release further details by end April 2013.
Extending the Maximum Tenure of the Maritime
Sector Incentive — Approved International Shipping
Enterprise (“MSI-AIS”) Award
Current
The MSI-AIS award incentivises international shipping enterprises
to base their operations in Singapore. It confers tax exemption on
qualifying income derived from international shipping operations.
Currently, companies are granted the MSI-AIS award for a 10year period, with the possibility of renewal up to a maximum
tenure of 30 years, subject to conditions.
Proposed
To promote the growth of our maritime industry, the maximum
tenure of the MSI-AIS award will be increased from 30 years to
40 years. Companies can be granted the MSI-AIS award for a
10-year period, with the possibility of renewal up to a maximum
tenure of 40 years, subject to conditions.
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EXPIRY AND WITHDRAWAL OF TAX
SCHEMES/INCENTIVES AND CONCESSIONS
Expiry of Deduction Scheme for Upfront Land
Premium
Current
This scheme allows businesses to claim a tax deduction
for upfront land premium paid to JTC or HDB in respect of a
designated lease for the construction or use of a building for
carrying on qualifying activities, subject to conditions. The lease
must be granted from 1 January 1998 to 27 February 2013.
Proposed
The scheme will be allowed to expire for leases granted on or
after 28 February 2013.
Expiry of the Further Tax Deduction Scheme for
Expenses Incurred in Relocation or Recruitment of
Overseas Talent
Current
Employers can claim further tax deduction in respect of
prescribed expenses incurred in the recruiting and relocating of
overseas talents and their families to Singapore.
The further tax deduction is allowed if the prescribed expenses
are incurred during the period from 1 October 1998 to 30
September 2013.
Proposed
The scheme will be allowed to expire on 30 September 2013.
Expiry of the Offshore Insurance Business Scheme
for Islamic Insurance and Reinsurance
Current
Approved insurers and reinsurers can enjoy a 5% concessionary
tax rate on qualifying income derived from offshore Islamic
insurance (takaful) and reinsurance (retakaful) businesses.

Expiry of the Tax Incentive Scheme for Family-Owned
Investment Holding Companies
Current
This scheme grants tax exemption on qualifying locally-sourced
investment income and foreign-sourced income to family-owned
investment holding companies. The scheme will expire on 31
March 2013.
Proposed
The scheme will be allowed to expire on 31 March 2013.
Withdrawal of the Overseas Enterprise Incentive
(“OEI”) Scheme
Current
Under the OEI scheme, an approved company is granted
tax exemption on qualifying income from approved overseas
investments or projects for a maximum period of 10 years.
Proposed
The OEI scheme will be withdrawn from 25 February 2013.
Withdrawal of the Approved Cyber Trader (“ACT”)
Scheme
Current
The ACT scheme was introduced to position Singapore as an
electronic commerce hub, and grants the following concessions:
(i) 10% tax rate on incremental income from qualifying
e-commerce transactions;
(ii) Investment allowance of up to 50% of the cost of qualifying
new fixed capital expenditure (e.g. investments in server
farms); and
(iii) Full or partial exemption of withholding tax on qualifying
payments (e.g. royalties, licence fees).
Proposed
The ACT scheme will be withdrawn from 25 February 2013.

The scheme will expire on 31 March 2013.
Proposed
The scheme will be allowed to expire on 31 March 2013.
Insurers that conduct offshore Islamic insurance and reinsurance
activities may apply to MAS for the existing 10% Offshore
Insurance Business Scheme.
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Individual Tax
PERSONAL INCOME TAX
Personal Income Tax (“PIT”) Rebate for Resident Individual Taxpayers
Current
No PIT rebate was granted in YA 2012. The PIT rebate was last granted in 2011 at a
rate of 20%, capped at $2,000 per tax payer.
Proposed
A PIT rebate will be granted to all resident-individual taxpayers for YA 2013. The rebate
will be tiered as follows:
(i) Resident-individual taxpayers aged below 60 years as at 31 December 2012 will be
granted a 30% PIT rebate, capped at $1,500 per taxpayer;
(ii) Resident-individual taxpayers aged 60 years and above as at 31 December 2012
will be granted a 50% PIT rebate, capped at $1,500 per taxpayer.

ACCOMMODATION BENEFITS
Rationalising the Taxation of Accommodation Benefits
Current
Currently, the taxable value of housing accommodation, hotel accommodation and
furniture and fittings benefits provided by the employer to the employee, including the
director of a company, are calculated as follows:
(i) The taxable value of housing accommodation is the lower of 10% of employment
income, or the annual value of the premises, less rent paid by employee;
(ii) The taxable value of hotel accommodation is a function of the number of days
of the hotel stay, the number of family members staying in the hotel, the latter’s
relationship to the employee, and the basic salary of the employee;
(iii) The taxable value of furniture and fittings are based on a prescribed list indicating
the taxable value for each item.
Proposed
To simplify tax compliance and make the tax system more equitable, the government
will tax the accommodation benefits enjoyed by employees, including the director of a
company, according to market value:
(i) The taxable value of housing accommodation will be the annual value of the
premises, less rent paid by employee.
(ii) The taxable value of hotel accommodation will be the actual cost of the hotel stay
benefit provided to the employee.
(iii) The taxable value of furniture and fittings will be based on a percentage of the
annual value of the housing accommodation. The implementation details will be
finalised after consultation with the industry.
These changes will take effect from YA 2015 and the IRAS will release further details of
the changes by October 2013.
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EQUITY RENUMERATION INCENTIVE
SCHEME
Phasing Out of Equity Remuneration Incentive
Schemes (“ERIS”)
Current
There are three ERIS schemes to encourage companies to use
equity-based remuneration.
(i) The ERIS (Start-ups) provides employees of qualifying startup companies tax exemption on 75% of qualifying gains
arising from the Employee Share Options Plans (“ESOPs”)
or Employee Share Ownership Plans (“ESOWs”), capped at
$10 million over a 10-year period, subject to conditions. This
applies to stock options or shares granted during the period
from 16 February 2008 to 15 February 2013 (both dates
inclusive).
(ii) The ERIS (SMEs) provides employees of qualifying SMEs tax
exemption on 50% of qualifying gains arising from ESOPs
or ESOWs, capped at $10 million over a 10-year period,
subject to conditions.
(iii) The ERIS (All Corporations) provides employees of qualifying
companies tax exemption on the first $2,000 of qualifying
gains, and on 25% of the remaining qualifying gains arising
from ESOPs or ESOWs, capped at $1 million over a 10-year
period, subject to conditions.
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Proposed
The ERIS (Start-ups) has expired on 15 February 2013. It will not
be renewed. For stock options or shares granted to an employee
on or before 15 February 2013 which qualify for the ERIS (Startups), the employee will continue to enjoy partial tax exemption
under the ERIS (Start-ups) in respect of the gains derived from
such stock options or shares, as long as the gains are derived
on or before 31 December 2023.
The ERIS (All Corporations) and the ERIS (SMEs) will expire with
effect from 1 January 2014. For stock options or shares granted
to an employee on or before 31 December 2013 which qualify
for the ERIS (All Corporations) or ERIS (SMEs), the employee
will continue to enjoy partial tax exemption under the relevant
scheme in respect of the gains derived from such stock options
or shares, as long as the gains are derived on or before 31
December 2023.
These changes seek to rationalise the tax treatment of
remuneration, regardless of form, for employees.
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Other Changes
VEHICLE/ROAD TAX
Tiering of the Additional Registration Fee (“ARF”)
Current
The Additional Registration Fee (“ARF”) is payable upon registration of a vehicle and is
100% of the Open Market Value (“OMV”) for passenger cars.
Proposed
To improve progressivity in the vehicle tax system, a tiered ARF structure will replace the
existing flat ARF rate of 100% of OMV for passenger cars.
ARF for car models with OMVs up to $20,000 will remain at the current 100%. The next
$30,000 of the value of the car will attract an ARF rate of 140% and any value above
$50,000 will attract an ARF rate of 180%.
Tier		

ARF Rates

First $20,000

100%

Next $30,000

140%

In excess of $50,000

180%

The tiered ARF structure will apply to vehicles registered with Certificates of Entitlement
(“COEs”) obtained from the first COE bidding exercise in March 2013. These vehicles
include private passenger cars, goods-cum-passenger vehicles, imported used cars
and vintage normal (transferable) vehicles.
For vehicles that do not require bidding of COEs but are still liable for the tiered ARF
(e.g. taxis, classic cars and COE-exempt vehicles), the tiered ARF will be applicable to
vehicles registered from 26 February 2013.
Further details will be announced by the Land Transport Authority.
Road tax rebate
Current
Currently, owners of goods vehicles (including goods-cum-passenger vehicles), buses
and taxis pay road tax ranging from $340 to $2,976 per vehicle per year.
Proposed
To relieve business costs, a 30% road tax rebate will be granted for goods vehicles
(including goods-cum-passenger vehicles), buses and taxis for one year.
The rebate will take effect on 1 July 2013. Details of the rebate will be announced by
the Land Transport Authority.
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PROPERTY TAX
Enhancement to the Progressive Property Tax
Structure for Residential Properties
Current
The annual property tax rate is 10% on the annual value for all
properties.
As a concession, owner-occupied residential properties are
taxed under a progressive tax structure:
Annual Value

Tax Rates

First $6,000

0%

Next $59,000

4%

AV in excess of $65,000

6%

Proposed
To further enhance the progressivity of the property tax structure,
residential properties with higher Annual Value will be taxed at
higher rates.
The progressivity of the tax rates for owner-occupied residential
properties will be enhanced over 2 years as follows:
		
		
Annual value

Tax rates
from
1 Jan 2014

Tax rates
from
1 Jan 2015

First $8,000

0%

0%

Next $47,000

4%

4%

Next $5,000

5%

6%

Next $10,000

6%

6%

Next $15,000

7%

8%

Next $15,000

9%

10%

Next $15,000

11%

12%

Next $15,000

13%

14%

AV in excess of $130,000

15%

16%
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Non-owner-occupied residential properties will be taxed at the
following new progressive tax rates:
		
		
Annual value

Tax rates
from
1 Jan 2014

Tax rates
from
1 Jan 2015

First $30,000

10%

10%

Next $15,000

11%

12%

Next $15,000

13%

14%

Next $15,000

15%

16%

Next $15,000

17%

18%

AV in excess of $90,000

19%

20%

The property tax rate for land and non-residential properties
remains unchanged at 10%.
IRAS will release further details of the changes by June 2013.
Removing the Property Tax Refund Concession for
Vacant Properties and Aligning the Tax Treatment for
Vacant Properties
Current
The following categories of vacant properties are eligible for the
property tax refund concession:
(i) Properties (whether residential or not) that are vacant,
despite reasonable efforts by the owners to find a tenant,
can get full property tax refund for the duration that they are
vacant;
(ii) Properties (whether residential or not) undergoing repairs
to render them fit for occupation can get full property tax
refund for the duration that they are vacant; and
(iii) Residential properties that are fit for occupation and
intended for owner-occupation but undergoing building
works can get full property tax refund for a maximum period
of two years. The property must be owner-occupied for at
least one year after the completion of the building works.
However, the following categories of vacant properties are not
eligible for the property tax refund concession:
(i) Residential properties that are demolished and reconstructed
are taxed at 10%. However, if they are intended for owneroccupation, the owners can apply to IRAS to be taxed at the
owner-occupier residential property tax rates for a maximum
period of two years. The property must be owner-occupied
for at least one year after the completion of the construction
works; and
(ii) Vacant land that is undergoing new development is taxed at
the prevailing property tax rate of 10% during the period of
development.
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Proposed
To be more in line with property tax as a tax on property ownership
and for consistency in the tax treatment of vacant properties, the
government will remove the property tax refund concession and
streamline the tax treatment of vacant properties as follows:
(i) Properties (whether residential or not) that are vacant
despite reasonable efforts by the owners to find a tenant
will no longer enjoy property tax refund. Instead, they will be
taxed at the prevailing property tax rates;
(ii) Properties (whether residential or not) undergoing repairs to
render them fit for occupation will no longer enjoy property
tax refunds. They will be taxed at the prevailing property tax
rates. However, if residential properties undergoing repairs
are intended for owner-occupation, the owners can apply to
IRAS to be taxed at the owner-occupier residential property
tax rates for the duration of repairs (up to a maximum of two
years). The property must be owner-occupied for at least
one year after the completion of the repairs;
(iii) Residential properties that are fit for occupation and are
undergoing building works for owner-occupation will no
longer enjoy property tax refund. However, the owner can
apply to IRAS to be taxed at the owner-occupier residential
property tax rates for the duration of building works (up to
a maximum of two years). The property must be owneroccupied for at least one year after the completion of the
building works;
(iv) Vacant land undergoing residential development intended
for owner-occupation can be taxed at the owner-occupier
residential property tax rates for the duration of the
residential development (up to a maximum of two years),
upon application to IRAS. The property must be owneroccupied for at least one year after the completion of the
residential development.
(v) However, all other vacant land will continue to be taxed at
the prevailing tax rate of 10% for land for the duration of the
development.
These changes will take effect from 1 January 2014. There is
no change in property tax treatment for residential properties
undergoing demolition and reconstruction. IRAS will release
further details of the changes by June 2013.
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LAND PRODUCTIVITY GRANT
New Land Productivity Grant
The Government will provide a Land Productivity Grant to support
consultancy fees and/or domestic or overseas relocation costs
for companies restructuring their operations which result in land
intensification or savings of at least 0.1 hectares in Singapore.
The scheme is open for applications and runs till 31 March 2017.
The EDB will administer this scheme.

WAGE CREDIT SCHEME
New Wage Credit Scheme to Co-fund Wage Increases
to Singaporean Employees
As part of the three-year transition package, the Government will
introduce a Wage Credit Scheme (WCS) to help businesses cope
with increasing costs. Under the WCS, the Government will cofund 40% of wage increases given to Singaporean employees
earning a gross monthly wage of up to $4,000.
WCS will be applicable for wage increases that are given in 2013
to 2015 to employees who are Singapore citizens. In addition
such employees:
(i) Must have been employed for at least three months in 2012
(ii) Must be on the employer’s payroll for at least three months
in 2013 and the employer must have paid the employee
CPF contributions for at least three months in 2013.
Owners of companies/businesses do not qualify as employees
even if they pay themselves CPF contributions. Governmentrelated entities and entities not registered in Singapore are
excluded from receiving the wage credit. Once an employee’s
gross monthly wage exceeds $4,000, the portion of the wage
increase that brings the gross monthly wage above $4,000 will
not be eligible for co-funding.
Eligible employers will receive a payout automatically annually.
The first payout will be in the second quarter of 2014, and the
last payout will be in 2016. IRAS will release further details by
June 2013.
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CENTRAL PROVIDENT FUND

FOREIGN WORKER LEVY

Increase in CPF Contribution Rates

Increase in Foreign Worker Levy

To help low wage earners with their retirement and medical
needs, the employer contribution rates for them will be fully
restored to the same level as higher-income workers of the same
age from 1 January 2014. The employee contribution rates for
most of these workers will also be restored to the normal levels.
With effect from 1 January 2014, the new CPF contribution rates
for employees aged 36 and above, earning above $50 to $1,500
a month will be as follows:
CPF contribution rates
Income

Employer

Employee

		
No mandatory
> $50 – ≤ $500		
CPF contributions
		
required.
		
		
Gradually increases
		
with wage, from 0%
Raised to the full
(at income of
CPF
contribution
> $500 – < $750
$500/month) to the
rates of workers full contribution rates
earning ≥ $1,500.
(at income of
		
$750/month).
		
		
$750 – < $1,500		
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The government will continue tightening the foreign workforce
policies through a targeted approach, considering the circumstances of each sector for each category of workers. One of the
measures to further moderate the demand for foreign workers is
the increase in Foreign Worker Levies.
Foreign Worker Levies for Work Permit and S Pass holders will
be increased for all sectors in 2014 and 2015. According to
information released by the Ministry of Manpower, employers
can expect the following average increases in the monthly levy
per S Pass Holder/Work Permit holder between July 2013 and
July 2015:
(i) S Pass (all sectors) — $90 per S Pass holder
(ii) Manufacturing — $50 per Work Permit holder
(iii) Services — $90 per Work Permit holder
(iv) Construction — $160 per Work Permit holder
It should also be noted that the S Pass qualifying salary
criteria will increase from $2,000 to $2,200. Older and more
experienced S Pass applicants will need to qualify at higher
salaries, commensurate with their work experience.
More details can be found on the Ministry of Manpower website.

Raised to the full
CPF contribution
rates of workers
earning ≥ $1,500.
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Contact information

About Crowe Horwath First Trust

Crowe Horwath First Trust Tax Pte Ltd
8 Shenton Way
#05-01 AXA Tower
Singapore 068811
tel +65 6223 7757
fax +65 6223 7737

Crowe Horwath First Trust is one of the leading mid-tier accounting and advisory firms in
Singapore providing audit, tax, advisory and outsourcing services. Crowe Horwath First
Trust serves many growing businesses, public listed companies and multinationals in
various industries providing impeccable service in audit, tax, advisory and outsourcing
to meet the regulatory, compliance and advisory needs of a business.

Sivakumar Saravan
Head of Tax
tel +65 6223 7757 ext 815
sivakumar@crowehorwath.com.sg
Adrian Kong
Associate Director
tel +65 6223 7757 ext 838
adrian.kong@crowehorwath.com.sg

For general enquiries, email us:
enquiries@crowehorwath.com.sg

To keep up-to-date on the latest
tax information, simply subscribe to
our tax e-news service,TAX@SG,
at www.taxsg.com.

As one of the leading mid-tier accounting and advisory service firms in Singapore,
Crowe Horwath First Trust consistently strives to provide service that is personalized
and innovative to our clients, helping them in achieving their business goals.

About Crowe Horwath International
Crowe Horwath First Trust is a member of Crowe Horwath International. Crowe Horwath
International is ranked among the top 10 global accounting networks with more than
150 independent accounting and advisory services firms in over 100 countries around
the world. Crowe Horwath International’s member firms are committed to impeccable
quality service, highly integrated service delivery processes and a common set of core
values that guide decisions daily. Each firm is well-established as a leader in its national
business community and is staffed by nationals, thereby providing a knowledge of local
laws and customs which is important to clients undertaking new ventures or expanding
into other countries. Crowe Horwath International member firms are known for their
personal service to privately and publicly held businesses in all sectors and have built an
international reputation in the areas of audit, tax and advisory services.

This newsletter has been prepared by Crowe Horwath First Trust Tax Pte Ltd as
a service to clients and should be used as a general guide only. No reader should
act solely upon any information contained in this bulletin. We recommend that
professional advice be sought before taking action on specific issues and making
significant business decisions. While every effort has been made to ensure the
accuracy of the information contained herein, Crowe Horwath First Trust Tax Pte Ltd
shall not be responsible whatsoever for any errors or omissions in it.
© 2013 Crowe Horwath First Trust Tax Pte Ltd
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