Singapore Budget 2014
Productivity and Innovation Credit (PIC) scheme
extended for another 3 years
New PIC+ scheme introduced to
support SMEs in making higher investments
in productivity and innovation
Research and Development (R&D) tax measures
extended to provide support to
private R&D and encourage innovation
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Foreword
This year’s Budget is low on significant tax changes but aims to stay on course to create
quality growth and build an inclusive and equitable society. These twin objectives, which
have been the Budget mantra since 2010, have added facets this year of recognising
the contributions of the Pioneer Generation and the quest to upgrade the information
and communication technology capabilities of small and medium enterprises (SMEs).
While there is general optimism in the positive growth of the Singapore economy in
2014, businesses continue to face a challenging operating environment with rising
business costs and a tight labour market. As such, prior to the Budget announcement,
businesses had called for greater support from the Government. The lack of major
business-friendly tax changes in this year’s Budget may, therefore, be disappointing to
businesses.
Looking at the Budgets since 2010 when the Government started the restructuring
of the Singapore economy to achieve quality growth on the basis of skills, innovation
and productivity, it becomes evident that the Government will not take an active topdown approach in providing life support to keep ailing businesses alive. Rather, the
Government will actively support businesses that make investments in productivity to
save manpower or achieve innovative breakthroughs.
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This year’s Budget therefore continues the same emphasis on helping businesses,
especially SMEs, in their upgrading through research and development (R&D), business
process automation, adoption of new technologies and productivity solutions or
upgrading of their employees’ skills through training. Some of these new or enhanced
initiatives are:
•

The Productivity and Innovation Credit (PIC) scheme which was due to expire in
the year of assessment (YA) 2015 will be extended for another three years till YA
2018. The PIC scheme allows businesses to deduct from their taxable income
400% on up to $400,000 of their qualifying expenditures incurred per YA on each
of the six broad categories of investment under the scheme, such as training, R&D
expenditure or investment in automation equipment.

•

A new PIC+ scheme will be introduced to support SMEs in making higher
investments in productivity and innovation. This scheme will increase the cap
on the qualifying PIC expenditure for qualifying SMEs to $600,000 per qualifying
activity per YA.

•

To promote the adoption of Infocomm Technologies (ICT)-based productivity
solutions that have been proven to help raise productivity, a subsidy to defray 70%
of the qualifying costs will be provided to SMEs, subject to certain conditions.
Under this program, SMEs are to approach pre-qualified vendors for the solutions
they need, and the Infocomm Development Authority (IDA) will reimburse the
vendors directly when it is shown that the SMEs have adopted the solutions.

•

To encourage SMEs to pilot emerging technology solutions that can transform their
businesses, 80% of qualifying pilot project costs will be subsidised, up to $1m per
SME provided certain conditions are met. The IDA will reimburse qualifying vendors
directly upon completion of agreed milestones.

•

To promote high-speed connectivity for SMEs so that they can take full advantage of
ICT-based productivity solutions, subject to certain conditions, 50% of the monthly
recurrent cost of their fibre subscription plans will be subsidised, capped at $120
per month up to 24 months, or $2,880 per SME. In addition, for SMEs that require
wireless connection in their business premises, the one-time acquisition cost of
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the Wireless@SG equipment will be subsidised, capped at
$2,400.
Prior to the Budget announcement, it was expected that the
duration of the PIC scheme would be extended given that raising
productivity levels is a multi-year task with a long horizon. The
fact that there is a gradual increase in the take-up rate among
SMEs is also an encouraging sign for the Government to extend
the scheme.
The introduction of the PIC+ scheme is definitely a move in
the right direction given that SMEs form the backbone of
Singapore’s economy. However, given that the PIC is inherently
an expenditure-based incentive that requires businesses to
invest, micro SMEs with cash flow restrictions may find it hard
to make the required investments in productivity. For these
companies, an increase in the PIC bonus from the current
$15,000 cap might have been more useful as it would provide a
dollar-for-dollar funding.
Having said this, the Budget addresses the enterprise funding
problem by increasing the Government risk-share in the MicroLoan Programme (MLP) from 50% to 70%. The MLP was
introduced in 2001, targeted at SMEs with not more than 10
employees or not more than $1m turnover. Under the MLP,
the Government takes on part of the risk for bank loans below
$100,000 to encourage banks to lend to small and young
businesses. Hopefully, with the increase in the risk-share taken
up by the Government, micro SMEs will be able to secure the
required funding to invest in productivity and enjoy the tax
savings afforded under the PIC scheme.
Although there are no significant new tax incentives introduced
this year for corporates, it should not be forgotten that measures
introduced in the Three-Year Transition Support Package in
Budget 2013 will continue till YA 2015 to provide added support
to companies restructuring to meet the challenges of the new
economic landscape. These measures are the corporate tax
rebate of 30% (subject to a cap of $30,000 per YA), the Wage
Credit Scheme and the PIC Bonus scheme.
Turning to the second main objective of achieving a fair and
equitable society, this year’s Budget will provide significantly
more support for lower income households, children from lowerincome families, the elderly and the disabled. There are also
some initiatives to support the middle-income group.
The increase in parent relief, handicapped parent relief and
handicapped dependant relief will certainly help the middle-
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income families that support their elderly and disabled family
members. However, a one-off personal income tax rebate would
have been welcomed by middle-income taxpayers who are
facing the pressure of inflation. Having said this, the Government
will offer some help to middle-income families through targeted
schemes such as enhanced assistance for pre-school and
tertiary education and increased subsidies at Specialist
Outpatient Clinics. In addition, subsidies for the Early Intervention
Programme for Infants and Children will be enhanced to benefit
more middle-income households that require the help.
One of the notable social initiatives this year is the provision
of new transport subsidies to persons with disabilities. For
example, subsidies of up to 80% will be granted for those who
require dedicated transport services to access special education
and care services. This shows that the Government has its ear to
the ground to understand the challenges faced by the disabled
community.
While the measures in this year’s Budget are a continuation of the
Government’s resolve to help vulnerable segments of the society,
there is a lack of direct measures to address the income gap. In
last year’s Budget, the tweaking of the property tax to make it
a progressive tax and the tiering of the Additional Registration
Fee for passenger cars signalled that the more successful and
wealthy individuals should bear a higher burden. There was no
strong continuation of this message in this year’s Budget. This is
probably due to the tight rope that the Government has to tread
in balancing the need to keep Singapore an attractive investment
destination for the rich and the desire to narrow the income gap.
As the Finance Minister said in his Budget speech, this year’s
Budget builds on the changes that the Government has been
making in recent years to transform Singapore’s economy to
sustain improvement in incomes, open up new opportunities for
the young and give more assurance to our seniors.
In the ensuing pages, we have summarised the Budget 2014 tax
changes affecting businesses and individuals. We hope you will
find the summary useful.
Sivakumar Saravan
Head of Tax
Crowe Horwath First Trust Tax Pte Ltd
21 February 2014
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Business Tax
WITHHOLDING TAX
Waiving the Withholding Tax Requirement for Payments made to Branches
in Singapore
Current
Persons making payments that fall under the scope of sections 12(6) and 12(7) of the
Income Tax Act (“ITA”) to non-residents are required to withhold tax on the payments.
This includes payments made to Singapore branches of non-resident companies.
Types of payments that fall under sections 12(6) and 12(7) of the ITA include interest,
royalties, management fees and rental for moveable properties. Currently, a branch of
a foreign company may apply to the IRAS for waiver of withholding tax on income paid
to it if certain conditions are met.
Proposed
Payers will no longer need to withhold tax on sections 12(6) and 12(7) payments made
to Singapore branches of non-resident companies. These branches in Singapore will
continue to be assessed for income tax on such payments that they receive and will be
required to declare such payments in their annual tax returns.
This change will take effect for all payment obligations that arise on or after 21 February
2014.

ENHANCEMENTS TO THE PRODUCTIVITY AND
INNOVATION CREDIT (“PIC”) SCHEME
Extending the PIC Scheme
Current
The PIC scheme is available from the Year of Assessment (“YA”) 2011 to YA2015.
The scheme provides for 400% tax deductions on up to $400,000 of qualifying
expenditure incurred on each of the six qualifying activities in each YA. The expenditure
cap of $400,000 per activity is combined across YA2013 to YA2015 (i.e. combined
expenditure cap of $1.2 million) per qualifying activity.
In lieu of the tax deduction, businesses may opt to convert the qualifying expenditure
into a non-taxable cash payout. For YA2013 to YA2015, the cash payout rate is 60% of
up to $100,000 of qualifying expenditure across the six activities. The expenditure cap
of $100,000 cannot be combined across the three YAs.
Proposed
The PIC scheme will be extended for three years till YA2018. In addition, the expenditure
cap of $400,000 of qualifying expenditure per activity can be combined across YA2016
to YA2018 (i.e. $1.2 million per qualifying activity).
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Introducing PIC+ for SMEs
Current
PIC enhanced tax deduction at 400% is subject to an expenditure
cap of $400,000 per YA for each qualifying activity. This cap is
combined across three YAs (i.e. up to $1.2 million per qualifying
activity for YAs 2013 to 2015).
Proposed
Under the PIC+ scheme, the expenditure cap for qualifying SMEs
will be increased from $400,000 to $600,000 per qualifying
activity per YA.
An entity is a qualifying SME if:
(a) its annual turnover is not more than $100 million; or
(b) its employment size is not more than 200 workers.
This criterion will be applied at the group level if the entity is part
of a group.
PIC+ will take effect for expenditure incurred in YA2015 to
YA2018. The combined expenditure cap will be as follows: up
to $1.4 million for YA2015 (i.e. $400,000 for YAs 2013 and 2014
respectively and $600,000 for YA2015); and up to $1.8 million
for YA2016 to YA2018.The expenditure cap for PIC cash payout
will remain at $100,000 of qualifying expenditure per YA.

month” refers to the last month of the quarter or combined
consecutive quarters to which the cash payout option relates.
Proposed
To reinforce the condition that the payouts are made to
businesses with active business operations, businesses will have
to meet the three-local-employees condition for a consecutive
period of at least three months prior to claiming the cash payout.
This requirement will take effect for PIC cash payout applications
from YA2016.
Allowing the Tax Deferral Option under the PIC
Scheme to Lapse
Current
Businesses can defer a dollar of their tax for the current YA with
every dollar of PIC qualifying expenditure incurred in the current
financial year, up to a cap of $100,000.
The tax deferral option is available for tax payable for YA2011
to YA2014 based on expenditure incurred in the corresponding
financial years 2011 to 2014.
Proposed
The tax deferral option will lapse with effect from YA2015.

IRAS will release further details by end March 2014.
Extending PIC Benefits to Training of Individuals
Under Centralised Hiring Arrangements
Current
Businesses that incur training expenses on individuals deployed
to their organisations under centralised hiring arrangements
are not allowed to claim PIC benefits on the training expenses
incurred, as they are not the legal employers of these individuals.
Proposed
The PIC scheme will be enhanced to allow businesses to
claim PIC benefits on training expenses incurred in respect of
individuals hired under centralised hiring arrangements. This
change will take effect from YA2014.
IRAS will release further details by end March 2014.
Refining the three-local employees condition for PIC
cash payout
Current
To qualify for PIC cash payout, businesses i.e. soleproprietorships, partnerships, companies (including registered
business trusts) must have employed at least three local
employees. A business is considered to have met the condition if
it contributes CPF on the payroll of at least three local employees
in the relevant month. For the YA2013 to YA2015, the “relevant
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ENHANCEMENTS AND EXTENSIONS TO
EXISTING TAX INCENTIVES AND
CONCESSIONS
Extending the Research and Development (“R&D”)
Tax Measures
Current
Under Section 14DA(1) of the ITA, businesses can enjoy an
additional 50% tax deduction on qualifying expenditure incurred
on qualifying R&D activities up to YA2015 on R&D done in
Singapore regardless of whether the R&D expenditure is incurred
in respect of the taxpayer’s existing business or trade.
Section 14E of the ITA provides further tax deduction on
expenditure incurred in relation to R&D projects approved by the
Economic Development Board (“EDB”) on or before 31 March
2015.
Proposed
The additional 50% tax deduction accorded under Section
14DA(1) will be extended for ten years till YA2025. The further
tax deduction accorded under Section 14E of the ITA will also be
extended for five years till 31 March 2020.
Businesses can also continue to claim a further deduction of
up to 300%, on qualifying R&D expenditure up to $400,000
under the PIC scheme, which has been extended up till YA2018.
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Qualifying R&D expenditure refers to expenditure attributable to
the R&D that is incurred on staff costs, consumables or any such
other matter that the Minister may prescribe by Regulations.
Qualifying R&D expenditure exceeding the PIC cap will enjoy
150% tax deduction if the R&D is conducted in Singapore.
Extending and Refining the Section 19B Writing Down
Allowances (“WDA”) Scheme
Current
Under Section 19B of the ITA, businesses can claim a 100%
WDA over a period of five years on the acquisition cost of the
following types of qualifying Intellectual Property Rights (“IPRs”):
(a) Patents;
(b) Trademarks;
(c) Registered designs;
(d) Copyrights;
(e) Geographical indications;
(f) Lay-out designs of integrated circuits;
(g) Trade secret or information that has commercial value; and
(h) Plant Varieties.
The accelerated WDA scheme allows Media and Digital
Entertainment (“MDE”) companies to accelerate the writing down
period from five years to two years, subject to EDB’s approval.
Both the Section 19B WDA and the accelerated WDA scheme
for MDE companies will lapse after YA2015.
Proposed
Section 19B WDA will be extended for five years till YA2020. The
accelerated WDA for MDE companies will be extended for three
years till YA2018.
All other existing conditions of the Section 19B WDA remain
unchanged.
To provide clarity on the types of items that would not meet the
description of “information that has commercial value” as set-out
in Section 19B(11) of the ITA, a negative list will be legislated to
expressly exclude the following two categories of information:
(i) customer based intangibles; and
(ii) documentation of work processes.
The negative list will be published on IRAS’ website by end April
2014, and will be legislated by end December 2014.
Businesses can also continue to claim a further 300% allowance
on up to $400,000 of such qualifying costs under the PIC
scheme, which has been extended till YA2018.

Extending the Section 14A Tax Deduction Scheme for
Registration Costs of Intellectual Property
Current
Under Section 14A of the ITA, businesses can claim 100%
tax deduction on the costs incurred to register the following
qualifying intellectual property:
(a) Patent;
(b) Trademarks;
(c) Designs; and
(d) Plant Varieties.
The scheme will lapse after YA2015.
Proposed
The 100% tax deduction will be extended for five years till
YA2020. Businesses can also continue to claim a further 300%
deduction on up to $400,000 of such qualifying costs under the
PIC scheme, which has been extended till YA2018.
Extending and Enhancing the Land Intensification
Allowance (“LIA”) Scheme
Current
The LIA scheme is open to businesses in the manufacturing
sector that build on industrial Business 1/Business 2 (“B1/B2”)
(excluding B1 White and B2 White) land.
To qualify for the LIA scheme, businesses must meet the
following conditions:
(a) The relevant building or structure must meet the Gross Plot
Ratio (“GPR”) benchmark applicable for the qualifying trade
or business; and
(b) At least 80% of the total floor area of the relevant building
or structure is utilised by a single user for undertaking the
qualifying trade or business.
The scheme will lapse after 30 June 2015.
Proposed
The LIA scheme will be extended for five years till 30 June 2020
and will be extended to the logistics sector. The LIA scheme will
also be extended to businesses carrying out qualifying activities
on airport and port land.
A new condition requiring existing buildings that have already
met or exceeded the GPR benchmark to meet a minimum
incremental GPR criterion of 10% will be introduced. All other
existing conditions of the LIA scheme remain unchanged.
The enhancements are effective for LIA approvals granted, and
capital expenditure incurred on or after 22 February 2014.
EDB will release further implementation details by end May 2014.
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Treating Basel III Additional — Tier 1 Instruments as
Debt for Tax Purposes
Current
Additional Tier 1 instruments are a new type of capital
instruments under the Basel III global capital standards. Under
MAS Notice 637, Singapore incorporated banks are required to
meet minimum capital adequacy ratios that are 2% higher than
the Basel III minimum requirements, with effect from 1 January
2015. In addition, Singapore-incorporated banks are required to
meet the Basel III minimum capital adequacy requirements from
1 January 2013, two years ahead of the Basel Committee on
Banking Supervision’s 2015 timeline. Currently, the tax treatment
of such Additional Tier 1 instruments has not been publicly
clarified.
Proposed
To provide tax certainty and maintain a level-playing field for
Singapore incorporated banks which issue Basel III Additional
Tier 1 instruments, such instruments other than shares, will be
treated as debt for tax purposes. Hence, distributions on such
instruments will be deductible for issuers and taxable in the
hands of investors, subject to existing rules. The tax treatment will
apply to distributions accrued in the basis period for YA2015 and
thereafter, in respect of such instruments issued by Singapore
incorporated banks (excluding their foreign branches) that are
subject to MAS Notice 637.
MAS will release further details by end May 2014.
Extending and Refining Tax Incentive Schemes for
Qualifying Funds
Current
Funds managed by Singapore-based fund managers (“Qualifying
funds”) currently enjoy the following tax concessions, subject to
conditions:
(i) Tax exemption on specified income derived from designated
investments; and
(ii) Withholding tax exemption on interest and other qualifying
payments made to all non-resident persons (excluding
Permanent Establishments in Singapore).
Qualifying funds comprise the following:
(i) Trust funds with resident trustee (Section 13C scheme);
(ii) Trust funds with non-resident trustee and non-resident
corporate funds (Section 13CA scheme);
(iii) Resident corporate funds (Section 13R scheme); and
(iv) Enhanced-tier funds (Section 13X scheme)
The sections 13CA and 13R schemes impose conditions on
investor ownership levels on the last day of the qualifying fund’s
basis period for the relevant YA. The investor ownership levels
are computed based on the historical value of the qualifying
funds’ issued securities. The Section 13X scheme does not
impose conditions on investor ownership levels. The schemes
for qualifying funds will lapse after 31 March 2014.
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Proposed
The sections 13CA, 13R and 13X schemes will be extended for
five years till 31 March 2019. The Section 13C scheme will be
allowed to lapse after 31 March 2014. The sections 13CA, 13R
and 13X schemes will be refined as follows:
(i) The Section 13CA scheme will be expanded to include trust
funds with resident trustees, which are presently covered
under the Section 13C scheme, with effect from 1 April 2014;
(ii) The investor ownership levels for the sections 13CA and 13R
schemes will be computed based on the prevailing market
value of the issued securities on that day instead of the
historical value. This will take effect from 1 April 2014; and
(iii) The list of designated investments will be expanded to
include loans to qualifying offshore trusts, interest in certain
limited liability companies and bankers acceptance. This will
apply to income derived on or after 21 February 2014 from
such investments.
Other existing conditions of the schemes remain unchanged.
MAS will release further details of the changes by end May 2014.
Enhancing the Foreign-Sourced Income Exemption
Scheme for Listed Infrastructure Registered Business
Trusts (“RBTs”)
Current
Foreign-sourced income derived by listed infrastructure RBTs
in Singapore is exempted from tax if the income falls within
certain scenarios specified under Section 13(12) of the ITA.
Tax exemption for foreign-sourced income received in all other
situations must be approved by the Minister for Finance, on a
case-by-case basis, including the tax exemptions for foreignsourced dividends that originate from interest income and foreign
sourced interest income derived from a qualifying offshore
infrastructure project/asset.
Proposed
To accord listed infrastructure RBTs in Singapore greater tax
certainty, thereby facilitating the listing of more infrastructure
assets in Singapore, the foreign-sourced income exemption for
listed infrastructure RBTs will be enhanced as follows:
(i) The specified scenarios under Section 13(12) will be
expanded to cover dividend income originating from foreignsourced interest income so long as it relates to the qualifying
offshore infrastructure project/asset. IRAS will continue to
verify that the qualifying conditions are met for all specified
scenarios; and
(ii) Interest income derived from a qualifying offshore
infrastructure project/asset will automatically qualify for
Section 13(12) exemption provided certain conditions are
met. With the change, IRAS will verify that the qualifying
conditions are met instead of the current case-by-case
approval by the Minister for Finance.
IRAS will release further details, including the effective date of
these enhancements, by end May 2014.
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Refining the Designated Unit Trust (“DUT”) Scheme
Current
Specified income derived by a unit trust with the DUT status is
not taxed at the trustee level, but is taxed upon distribution in
the hands of certain investors. Qualifying foreign investors and
individuals are exempted from tax on any distribution made by a
DUT, except when such income is derived through a partnership
in Singapore or is derived from the carrying on of a trade,
business or profession in Singapore.
The DUT scheme is available to both retail unit trusts and
certain other types of unit trusts, which are targeted at more
sophisticated and institutional investors (“non-retail unit trusts”).
Proposed
The DUT scheme will be streamlined and rationalised through
the following changes:
(i) The scheme will be limited to unit trusts offered to retail
investors with effect from 21 February 2014. Non-retail unit
trusts may consider other fund schemes;
(ii) Existing non-retail unit trusts that were approved under the
scheme prior to 21 February 2014 may continue to retain
their DUT status; and
(iii) From 1 September 2014, subject to the fulfilment of
conditions, unit trusts do not have to apply for the DUT
scheme to enjoy the benefits of the scheme.
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Other existing conditions of the DUT scheme remain unchanged.
A review date of 31 March 2019 will be legislated to ensure that
the relevance of the scheme is periodically reviewed.
MAS will release further details of the changes by end May 2014.

EXPIRY OF TAX INCENTIVES
Allowing the Investment Allowance (“IA”) Scheme for
Aircraft Rotables to Lapse
Current
The IA scheme for aircraft rotables was introduced on 10
September 2004 to encourage investments in aircraft rotables
that would increase the productive capacity of the aerospace
maintenance, repair and overhaul companies. The scheme will
expire on 31 March 2015.
Proposed
The IA scheme for aircraft rotables will be allowed to lapse after
31 March 2015.
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Individual Tax
Enhancing the Parent and Handicapped Parent Reliefs
Current
A tax resident individual may claim parent/handicapped parent relief in a YA if he supported
his or his spouse’s parents, grandparents and great-grandparents (collectively referred
to as “parents”) in the year immediately preceding that YA. The current quantum of
parent /handicapped parent relief granted for each parent is as follows:
		
Type of relief

Current relief
quantum

Parent relief
(individual staying with dependent)

$7,000

Parent relief
(individual not staying with dependent)

$4,500

Handicapped parent relief
(individual staying with dependent)

$11,000

Handicapped parent relief
(individual not staying with dependent)

$8,000

Currently, parent/handicapped parent relief in respect of a qualifying parent can only be
claimed by one claimant in any YA.
Where the family members are unable to agree among themselves on who is to claim
the parent/handicapped parent relief, the Comptroller of Income Tax has the discretion
to decide on whom the relief will be allowed.
Proposed
The quantum of parent/handicapped parent relief will be increased as follows:
		
Type of relief

Current relief
quantum

Parent relief
(individual staying with dependent)

$9,000

Parent relief
(individual not staying with dependent)

$5,500

Handicapped parent relief
(individual staying with dependent)

$14,000

Handicapped parent relief
(individual not staying with dependent)

$10,000

Claimants of parent/handicapped parent relief will be able to share the relief according
to the claimants’ agreed proportion. If more than one claimant is making the claim
and the claimants cannot come to an agreement on the apportionment ratio among
themselves, the Comptroller of Income Tax will apportion the relief equally among all
claimants.
The above changes will take effect from YA2015.
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Enhancing the Handicapped Spouse, Handicapped
Sibling and Handi-capped Child Reliefs
Current
The current amounts of handicapped spouse, handicapped
sibling and handicapped child reliefs are as follows:
Type of relief

Current relief quantum

Handicapped spouse relief

$3,500

Handicapped sibling relief

$3,500

Handicapped child relief

$5,500

Proposed
The amount of handicapped spouse, handicapped sibling and
handicapped child reliefs will be increased with effect from
YA2015 as follows:
Type of relief

Current relief quantum

Handicapped spouse relief

$5,500

Handicapped sibling relief

$5,500

Handicapped child relief

$7,500

Removing Transfers of Qualifying Deductions, and
Deficits Between Spouses
Current
From YA2005, a married taxpayer can transfer the following
qualifying deductions and deficits to his/her spouse for a
particular YA:
(i) Unabsorbed trade losses;
(ii) Unabsorbed capital allowances;
(iii) Unabsorbed donations; and
(iv) Rental deficits.

Proposed
Married couples can no longer transfer qualifying deductions and
deficits between each other (including under the loss carryback
scheme) with effect from YA2016. As a transitional concession,
qualifying deductions and deficits incurred by a married couple in
and before YA2015 will still be allowed for inter-spousal transfers
up till YA2017, subject to existing rules. Any unabsorbed trade
losses or capital allowances may still be carried forward to future
years to be set-off against the future income of the taxpayer, until
the amount is fully utilised, subject to existing rules. Similarly,
any unutilised donations may be carried forward to future years
to be set-off against the future income of the taxpayer, up to a
maximum of five years.
IRAS will provide more details of the change by end May 2014.
Removing the Section 40 Relief
Current
Currently, certain categories of non-resident individuals are
entitled to Section 40 relief that would reduce their tax payable
on their aggregate assessable income to an amount equivalent
to what they would have been liable for had they been assessed
as a tax resident in Singapore and had been entitled to personal
income tax reliefs. These categories of non-resident individuals
are:
(a) Singapore Citizens;
(b) Individuals who are not Singapore Citizens and deriving
pension income from Singapore; and
(c) Individuals who are not Singapore Citizens and are residents
of countries with which Singapore has a tax treaty that
accords such benefits on a reciprocal basis.
Proposed
Section 40 relief will be removed with effect from YA2016.

The taxpayer can also carry back any unabsorbed trade losses
or capital allowances to set-off against the income of his/her
spouse for the immediate preceding YA under the loss carryback scheme from YA2006 onwards.
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Other Tax Changes
STAMP DUTY
Streamlining the Stamp Duty Rate Structure
Current
(a) The stamp duty payable on a lease of an immovable property is assessed on the
annualised rental amount, regardless of the actual lease period.
The current stamp duty rate structure for leases is as follows:
Lease period
Up to one year
		

Stamp duty rates
$1 for every $250 or part thereof
of the average annual rent

Exceeding one but not
exceeding three years

$2 for every $250 or part thereof
of the average annual rent

Exceeding three years or
for any indefinite term

$4 for every $250 or part thereof
of the average annual rent

(b) Buyer’s stamp duty is charged as a specified amount for every $100 or part thereof
of the consideration for land premiums and purchase of property as follows:
Purchase price or market value
(whichever is higher)

Buyer’s stamp
duty rates

First $180,000
		

$1 for every $100
or part thereof

Next $180,000
		

$2 for every $100
or part thereof

Remainder
		

$3 for every $100
or part thereof

(c) Stamp duty is charged as a specified amount for every $100 or $1,000 or part
thereof on the following types of instruments:
Types of instruments
Transfer of stock
or shares
		
		
Mortgage
instruments
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Stamp duty rates
$0.20 for every $100 or part thereof
of the purchase price or market value
of the stock or shares transferred,
whichever is higher
$2 or $4 for every $1,000 or part
thereof (depending on the type of
mortgage instrument), subject to
maximum duty of $500)
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Proposed
(a) The basis for charging stamp duty on leases executed
on or after 22 February 2014 will be as follows:
Lease period

Stamp duty rates

Up to four years
		

0.4% of the total rent for
the entire period of the lease

Exceeding four years or
for any indefinite term
		

0.4% of four times of 		
the average annual rent for
the entire period of the lease

(b) The stamp duty rates for other instruments (land
premiums and purchase of property, share transfers
and mortgages) executed on or after 22 February 2014
will be as follows:
(i) Land Premiums and Purchase of Property
Purchase price or market value
(whichever is higher)

Buyer’s stamp		
duty rates

First $180,000

1%

Next $180,000

2%

Remainder

3%

(ii) Share Transfers and Mortgages
Types of instruments
Transfer of stock
or shares
		
Mortgage instruments
		
		
		

Stamp duty rates
0.2% of the purchase price or market
value of the stock or shares
transferred, whichever is higher
0.2% or 0.4% of the relevant
amount (depending on the type of
mortgage instrument) subject to
maximum duty of $500

GOODS AND SERVICES TAX (GST)
Recovery of GST for Qualifying Funds
Current
As a concession, qualifying funds that are managed by prescribed
fund managers in Singapore are allowed to claim GST incurred
on expenses at a fixed rate.
The concession will lapse after 31 March 2014.
Proposed
The concession will be extended for five years till 31 March
2019. MAS will release further details of the change by end
March 2014.

PROPERTY TAX
Property Tax Exemption Under the Approved Building
Project (“ABP”) Scheme
Current
Currently, land under development can be granted property
tax exemption for a period of up to three years under the ABP
scheme, subject to conditions.
Proposed
A review date of 31 March 2017 will be legislated to ensure that
the relevance of the scheme is periodically reviewed.

BETTING DUTIES
Increase in Duties
Current
Currently, the Betting and Sweepstake Duties Act imposes duty
on betting activities as follows:
Type of betting activities

Current duty rate

Totalisator or parimutuel betting
(excluding horse racing, e.g. TOTO)
and any other system or method of
cash or credit betting (e.g. 4D,
Singapore Sweep)

25% x (Amount of
bets received – GST)

Proposed
The duty on Totalisators, Pari-mutuel Betting (excluding Horse
Racing) and any other system or method of Cash or Credit
Betting will be raised from 25% of gross bets (net of GST) to
30% of gross bets (net of GST).
The change will take effect from 1 July 2014. Betting duties
on Horse Racing, Sports Betting and Sweepstakes will remain
unchanged.
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VEHICLE TAXES
Extending the Carbon Emissions-based Vehicle
Scheme (CEVS) and Green Vehicle Rebate (GVR)
Scheme
Current
The rebates under CEVS were introduced from January 2013,
while the surcharges were applied from July 2013 to give the
industry adequate time to adjust to the new scheme. The CEVS
is scheduled for a review in end 2014.
The GVR Scheme for commercial vehicles, buses and
motorcycles was extended by two years till December 2014.
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Proposed
In respect of CEVS and GVR, it is proposed to:
(a) Extend CEVS by six months, from 1 January 2015 to 30
June 2015; and
(b) Extend GVR for commercial vehicles, buses and motorcycles
by six months, from 1 January 2015 to 30 June 2015.
Scheme
		

Current
expiry date

New
expiry date

CEVS

31 December 2014

30 June 2015

GVR (commercial
vehicles, buses
and motorcycles)

31 December 2014

30 June 2015
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Other Changes
CONTRIBUTIONS TO CENTRAL PROVIDENT FUND (CPF)
CPF Contribution Rate Changes
Increase in Medisave Contribution Rates
Employer contribution rates to the Medisave Account (MA) will be increased by 1
percentage point. MA contribution rates will also be raised by 1 percentage point for
self-employed persons with annual net trade income of $18,000 and above, to align
with the increase for employees.
Both increases will take effect from 1 January 2015.
Increase in CPF Contribution Rates for Older Workers
The CPF contribution rates for workers aged above 50 years to 65 years will be
increased from 1 January 2015 as shown in Table 1 below. This will be on top of the 1
percentage point increase in MA contribution rates.
Table 1: Increase in CPF Contribution Rates
for Older Workers*
Increase in contribution rates
(% of wage)*
Employee age
(years)

Contribution
by employer

Contribution
by employee

Above 50 to 55

+1

+0.5

+1.5

Above 55 to 65

+0.5

—

+0.5

Total

* excluding increase in Medisave Contribution Rates

The increase in employer contribution rates will be allocated to the Special Account.
The increase in employee contribution rates will be allocated to the Ordinary Account.
New CPF Contribution Rates for All Workers
Tables 2a and 2b show the new CPF contribution rates for employees, and Table 3
shows the new Medisave contribution rates for self-employed persons with an annual
net trade income of $18,000 and above.
Table 2a: New CPF Contribution Rates for Employees
(increases in brackets) with Effect from 1 Jan 2015
Contribution rates (% of wage)
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Employee age
(years)

Contribution
by employer

Contribution
by employee

Total

50 and below

17 (+1)

20

37 (+1)

Above 50 to 55

16 (+2)

19 (+0.5)

35 (+2.5)

Above 55 to 60

12 (+1.5)

13

25 (+1.5)

Above 60 to 65

8.5 (+1.5)

7.5

16 (+1.5)

Above 65

7.5 (+1)

5

12.5 (+1)
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Table 2b: Allocation of New Contribution Rates
for Employees (increases in brackets)
with Effect from 1 Jan 2015
Credited into (% of wage)
Employee age
(years)

OA

SA

MA

35 and below

23

6

8 (+1)

Above 35 to 45

21

7

9 (+1)

Above 45 to 50

19

8

10 (+1)

Above 50 to 55

14 (+0.5)

10.5 (+1)

10.5 (+1)

Above 55 to 60

12

2.5 (+0.5)

10.5 (+1)

Above 60 to 65

3.5

2 (+0.5)

10.5 (+1)

Above 65

1

1

10.5 (+1)

Table 3: New Medisave Contribution Rates
for Self-Employed Persons (increases in brackets)
with Effect from 1 Jan 2015
Age of Self-Employed
Person as at 1 January

Medisave Contribution Rates
(% of Net Trade Income)

Below 35 years

8 (+1)

35 to below 45 years

9 (+1)

45 to below 50 years

10 (+1)

50 years and above

10.5 (+1)

Related Assistance Measures for Employers
Enhancement of the Special Employment Credit (SEC)
The SEC will be enhanced for one year to provide employers
who hire Singaporean workers aged above 50 earning up to
$4,000 month with an additional offset of up to 0.5 percent of
wages.
With the enhancement, employers who hire older Singaporean
workers between 1 January 2015 and 31 December 2015 will
receive an SEC of up to 8.5 percent of a worker’s monthly wage.
Example of Monthly SEC Amounts
for Wages Paid in 2015
Income of Employee
in a Given Month ($)

SEC for the Month
($)

$500

$42.50

$1,000

$85.00

$1,500

$127.50

$2,000

$170.00

$2,500

$212.50

$3,000

$255.00

$3,500

$127.50

≥ $4,000

$0

Temporary Employment Credit (TEC)
To alleviate the rise in business costs due to the increase in
Medisave contribution rates, employers will receive a one-year
offset of 0.5 percent of wages for Singaporean and Permanent
Resident workers up to the CPF salary ceiling of $5,000 per
month.
TEC payments will be made based on employees’ incomes paid
in 2015.
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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
www.crowehorwath.com.sg

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.
© 2014 Crowe Horwath First Trust Tax Pte Ltd
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