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Highlights

The year has 4 seasons.
This edition of Newsletter
covers more than 4 topics
to cater for readers with
different interests.

We begin with an article
from Australia on the
“ABC” of being in
business. This is followed
by a snapshot on the new
accounting standards for

small enterprises in China
that became effective from
January 2013.

Hong Kong reports on
new stamp duty measures
to cope the property
market overheat and new
tax measures in relation to
the 2013-14 Budget.

Indonesia looks further
into 2015 and talks about
the Asean Economic
Community integration

that will be in place 2 years
from now.

In Malaysia, LLP is now a
possible alternative
business vehicle. We have
an article on the tax
implications on LLP.

Singapore released its 2013
Budget in February. As
usual, it is interesting to
note the various incentives
offered to stimulate
different economic sectors.

Ins

News of our regional firms

ACCA Approved
Employer

ACCA has recently

upgraded Russell Bedford

Malaysia’s Approved

Employer status for
trainee development
stream from silver to gold
status.
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I AUSTRALIA I

chartered accountants

7 ...planning ahead
is vital in
success...”

As an approved
employer, we have
shown that we are able to
support our ACCA
trainees who are working
towards the ACCA
Qualification; and also to
support and supervise
our employees to enable
them to meet their work

objectives, performance
requirements and
development needs.

Our ACCA trainees are
now eligible for the
exemption from
completing 13
performance objectives

ABC of being in business

Being in business has its
ups and downs. It can be
challenging; it can be
exhilarating. It can be
immensely rewarding or
it can send you broke. It
can be personally
stimulating or it can sap
you dry. So what are the
key things for Small to
Medium Enterprises that
will assist in building a
strong business?

Stick to your knitting

It is important for you to
understand the basics of
your business. Know
your strengths and build
on them. Be clear about
what you do (and don’t
do). Keep the business
simple and develop a
competitive

advantage. Don’t try to
do it all! Concentrate on
the things that are at the
core of your business and
where you can excel and
be competitive.

Correct structure

It is important that your
business is structured
correctly. Is it right for tax
purposes? Does it provide
you with asset protection?
Are there reasons why
should have a company
(e.g. R&D incentives) over
a trust? Will your
structure grow with

you? Tax efficiency is
crucial and getting it right
at the commencement of
the business is the best
strategy.

Have a plan

Good businesses don’t
just happen! Business
planning is a vital part of
navigating good times
and bad. A good business
plan will help you
understand the basics of
your business and where
you are heading and will
give you the strategies to
get you there. With good
business planning you

and they are only
required to record
workplace achievements,
using My Experience,
declaring the progress
they have made in the
period towards meeting
the ACCA’s Practical
Experience Requirement
(PER).

will be able to prepare in
advance for the needs
and opportunities of your
business.

Have good management
reporting

In order to make sound
business decisions you
need to have the right
information. You need
timely, accurate and
relevant information
about your business in
order to optimise its
potential. Good and
relevant information
about how your business
is travelling will mean
you are able to make the
right decisions and
actions to protect and
grow your business.

Understand the profit
drivers and key
performance indicators

In order to manage and
direct your business you
need to understand your



key profit drivers — the
things that will determine
the profit of your
business. Things like
profit contribution and
breakeven analysis are
fundamental to business
management.
Establishing KPIs that are
relevant for your business
will enable you to have
daily indicators of success
(or failure). Monitoring
your business against
KPIs and benchmarks
will enable you to take
prompt action to
maximise your business
potential.

Stay up to date and one
step ahead

Staying up to date with
business basics is

crucial — basic
bookkeeping, payment of
accounts, collection of
debtors and lodgement of
BASs and tax returns
means you will be right
on top of your

affairs. However, being
one step ahead also
means keeping your
technology up to date
and reaping the benefits
this

brings. Developments in
technology bring
efficiency and
productivity gains so
don’t get caught with
inefficient and outdated
plant and technology.

Invest in the right things

People, systems and

technology are vital to
successful

businesses. Training and
developing staff and
having good people
management systems will
mean you are not just
paying wages, you are
making an investment in
the future. Having good
systems is crucial for
quality control and
efficiency. Investing in
efficient plant and IT
systems will often also
deliver substantial
benefits.

Get the right funding
mix

The vast majority of
SMEs who struggle in
business are under-
capitalised. Having the
right funding mix is
crucial, especially in hard
times. Businesses need
the right mix of funds:
long term debt for assets,
debt facilities that grow
with you, flexibility when
you need it and
reinvestment of profits to
build the

business. Strategies to
repay debt are important
and optimising the tax
effectiveness of business
and personal debt is vital.

Manage your risk — asset
protection

In business there are
many things that are
outside of your

control. The first step to
managing risk is to

understand it. So
reviewing the risks
peculiar to your business
is an important step. Who
does your business
depend on (customers,
suppliers, employees,
knowledge) and what
would happen if they let
you down? What about
IT systems and plant —
what happens if these
fail? Are your assets
protected — do you have
the right debt and equity
structure to protect your
personal assets? Once
you understand risk then
you can take steps to
manage it.

Get the right advice

Being in business can be a
lonely experience. So it is
important that you have
people you can trust to
talk to. The Business
Adpvisory team at Saward
Dawson are people with
experience that you can
trust. Regular contact
with us will give you the
opportunity to explore
the various avenues of
your business. Having
someone who
understands your
business and who can
draw on their experience
with many other business
to provide external
unbiased advice is a
valuable resource. We
can offer a range of
business review and
coaching services that
will be right for your
business and budget.
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(Continued)

“.. good advisors are
always handy...”




7 ...Accounting
Standards for Small
Enterprises effective
on 1 Jan 2013 simply
accounting
reporting while
maintaining
comparability...”

Accounting Standards for Small Enterprises Put in

Implementation

As part of the efforts to
replace accounting
regulations with
accounting standards, the
Ministry of Finance of
China (“MOF”) released
the Accounting Standards
for Small Enterprises
(“ASSE”) on 18
November 2011 and
announced that small
business entities were
required to implement
ASSE starting from 1
January 2013 and the
Accounting Regulations
for Small Enterprises,
which were implemented
in 2004, would be
repealed at the same
time. Before this,
Accounting Standards for
Business Enterprises
(“ASBE”) were released
in 2006 and have been
implemented by listed
companies, state-owned
entities, small enterprises
which have public
accountability, and most
of large and medium-
sized companies
including foreign
investment enterprises
since 1 January 2007.

According to MOF
officials, the main
purpose of ASSE is to
simplify the accounting
and reporting of small
enterprises while
maintaining overall
comparability of financial
information across
various types of
enterprises.

For example:

e assets and liabilities
are generally
measured based on
historical cost, which
means the concept of
“fair value” is not
applied; and

e the statement of
changes in equity is
not required in
financial reporting.

In formulating ASSE, the
external users of financial
report were targeted to
tax authorities and banks,
and as such, most
differences between
accounting standards and
tax laws were eliminated,
reducing the need for
professional judgment.

Noticeably, ASSE differs
from ASBE in the
following aspects:

Assets:

e No provision for
impairment is
required and
impairment loss is
recognized based on
the criteria set by tax
laws;

e Alllong-term
investments are
measured at cost;

e  Depreciation policy
and treatment for
subsequent
expenditures of fixed
assets are consistent
with stipulations of
tax laws.

Liabilities:

e All liabilities are
measured at actual
cost;

e The need for
recognizing accruals
is reduced.

Revenue:

e Revenueis
recognized when
goods are delivered
and payment is
received;

e The need for
professional
judgment about
transfer of significant
risks and rewards of
ownership of the
goods is reduced.

Reporting:

e  Statement of changes
in equity is not
required;

e The concept of “cash
equivalent” is not
applied;

¢ Note for tax
reconciliation is
added to notes to the
financial statements.

Despite the good
intention of the new
ASSE, a survey revealed
that most of small
enterprises have not yet
started the
implementation. A lack of
training for accountants
of small businesses,
whose professional level
is generally deemed to be
lower than their
counterpart in other



companies, is believed to
be the major reason.

Enforcement of ASSE is
much more difficult than
implementation of a tax
law as an expert said,

Stamp Duty

Hong Kong introduced
various amendments to
its existing stamp duty
scheme recently which
increased property
transaction costs
substantially.

Special Stamp Duty
(SSD)

The Stamp Duty
(Amendment) Ordinance
2011 imposes special
stamp duty (“SSD”) on
top of the ad valorem
stamp duty on the
disposal of residential
properties with effect
from 20 November 2010.
Unless exemption
applies, any residential
property acquired on or
after 20 November 2010,
either by an individual or
a company, and resold
within 24 months, will be
subject to SSD.

On 26 October 2012, the
Financial Secretary
announced to adjust the
SSD rates and extend the
“SSD chargeable”
holding period. Any
residential property

“Inspection and
punishment in relation to
accounting standards
implementation are rare
while tax inspection and
punishment are more
often and severe.”

acquired on or after 27
October 2012, either by
an individual or a
company, and resold
with 36 months, will be
subject to the new rates of
SSD.

Buyer’s Stamp Duty
(BSD)

Buyer’s Stamp Duty
(“BSD”) was also
introduced on 27 October
2012. Any residential
property acquired by any
person (including a
company incorporated)
except a Hong Kong
Permanent Resident will
be subject to BSD at a flat
rate of 15% on top of the
existing stamp duty and
SSD.

Ad valorem Stamp Duty
(AVD)

On 22 February 2013, the
Financial Secretary
announced that the
Government would
amend the Stamp Duty
Ordinance to adjust the
ad valorem stamp duty

(AVD) rates and to
advance the charging of
AVD on non-residential
property transactions from
the time of conveyance on
sale to the time of
agreement for sale.

Any residential property
(except that acquired by a
Hong Kong Permanent
Resident who does not
own any other residential
property in Hong Kong at
the time of acquisition)
and non-residential
property acquired on or
after 23 February 2013,
either by an individual or
a company, will be subject
to the new rates of AVD.

(Continued)
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“...heavier stamp
duty imposed on
new property
transactions...”
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“... private equity
funds to enjoy the
same tax
exemption...”
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2013i 14 Budget: Tax Measures

In the newly released
2013-14 Budget, the
Financial Secretary
proposed a number of tax
measures which are
highlighted below:

(a) A one-off
reduction of
profits tax, salaries
tax and tax under
personal
assessment for the
year of assessment
2012/13 by 75%,
subject to a ceiling
of $10,000.

(b) Both child
allowance and the
additional child
allowance in the
year of birth are
increased from the
current $63,000 to
$70,000 for each
child, effective
from the year of

assessment
2013/14.

(c) Deduction ceiling
for self-education
expenses are
raised from
$60,000 to $80,000,
effective from the
year of assessment
2013/14.

(d) Reduced profits
tax on the offshore
insurance business
of captive
insurance
companies, such
that they will
enjoy the same tax
concessions as
those currently
applicable to
reinsurance
companies.

(e) Profits tax
exemption for

offshore funds to
include
transactions in
private companies
which are
incorporated or
registered outside
Hong Kong and do
not hold any Hong
Kong properties
nor carry out any
business in Hong
Kong. This will
allow private
equity funds to
enjoy the same tax
exemption as
offshore funds.

(f) Wavier of 2013-14
business
registration fees.

Welcoming the 2015 ASEAN Economic Community

We are approaching the
2015 ASEAN Economic
Community in just a
couple of years. When the
ASEAN economic
integration becomes
effective in 2015,
workforce from other
ASEAN countries will
have a freedom to get

jobs in Indonesia.
Conversely, Indonesian
workforce also has a
freedom to work in other
ASEAN countries.
Therefore, every country
in ASEAN region
including Indonesia
nowadays is preparing
for the AEC year,

especially to improve the
human resources and
infrastructures quality.
The complete
infrastructures are
necessary to reduce
logistics and
transportation fee that
have potential to weaken
the product



competitiveness of each
country. The Indonesian
Government is now also
doing some activities to
prepare Indonesian
human resources; how to
make them qualified so
that they can compete
with other ASEAN
countries” human
resources. The
Government is also
developing the regulation
of foreign workforce
employment.

Two groups of
professionals that are
predicted to be employed
cross-country in ASEAN
countries when AEC
becomes effective are
accountant and lawyer.
Parallel with the
improvement in
investment activities in
Indonesia, either the one
that is performed by
domestic or the one by
international investors,
accountants and lawyers
will play many important
roles in stimulating the
success of investment
activities. In terms of
accountant profession,
Indonesia is already
included in the
framework of ASEAN
Mutual Recognition
Arrangement (MRA) in
accounting field signed in
2009 concerning
deliberation of
conformity assessment of
profession qualification
to facilitate the flow of
accounting service
provider in the 2015 AEC.

Especially for the
profession of public

accountant, this
profession is indeed not
yet included in the MRA
framework for the 2015
AEC. However,
regulation of the foreign
professionals working at
Accounting Firms (KAP)
is already regulated in
the Law No. 5 of 2011 on
Public Accountant.
Article 17 of the Law
regulates:

1. KAPs that employ
foreign professional
employees must be
in accordance with
the provisions of law
and regulation of the
field of manpower;

2. Composition of
foreign professional
employees to be
employed in KAPs
must be no more
than 1/10 (one tenth)
of all professional
employees for each
level of position in
the concerned KAP.

The existence of
regulation of foreign
professionals in Public
Accountant Act in
Indonesia indeed does
not yet allow foreign
public accountants to
obtain permit to work as
public accountants in
Indonesia. However, the
provisions give
opportunity to foreign
accountants
(professionals in
accounting field) to work
for KAPs in Indonesia.

Another professional
group that obtains

freedom to work in other
countries during the 2015
AEC implementation is
lawyer. Provisions of
foreign lawyers working
in Indonesia are still under
discussion by the
Indonesian Government.
“We (the Ministry of Law
and Human Rights) are
performing harmonization
to make the policy on
foreign lawyers perfect,”
said the Minister of Law
and Human Rights of the
Republic of Indonesia in
the opening of The 25th
Law Asia Conference held
in Nusa Dua, Bali.

Discussion on the
provisions of foreign
lawyers will among others
make regulation of how
far foreign lawyers may
perform their professional
duty in Indonesia.
Nowadays, referring to the
Law No. 18 of 2003 on
Advocates, the regulations
are as follows:

Article 23

(1) Foreign advocates are
prohibited from appearing
in Indonesian courts,
practicing and/or opening
law firm or the
representatives in
Indonesia.

(2) Law firms may employ
foreign advocates as
employees or technical
experts in the field of
foreign law pursuant to
work permit issued by the
Indonesian Government
after recommendation
from the Bar Association.

Paragraph 1 of Article 23
of the Law on Advocates

(Continued)

“...accountants and
lawyers may be
able to join the
workforce in
Indonesia...”
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“...new business
vehicle - Limited
Liability
Partnership
combines the
characteristics of
a company and a
partnership...”

T

aforementioned gives
opportunity to the
foreign advocates to
practice providing legal
service in Indonesia. But
they are prohibited from
appearing in courts,
practicing and/or opening
law firms or the
representatives in
Indonesia.

Parallel with the

implementation of AEC,
it is ensured that in 2015
there will be more
opportunities for
accountants and lawyers
to run practice cross-
country in the region of
ASEAN countries.
Therefore, the conformity
of qualities and skills of
the professionals from
both professional groups
will be the key of success

in 2015 and thereafter.

New Business Vehicle in Malaysia i Limited Liability

Partnership

With the new Limited
Liability Partnership Act
2012 (“LLP Act”) being
gazetted in February 2012
and enforced on 26
December 2012, a new
business structure called
the Limited Liability
Partnership (“LLP”) was
introduced as an
alternative vehicle to
conduct business in
Malaysia.

A LLP combines the
characteristics of a
company and partnership
firm but provides the
protection of a limited
liability to its partners. It
is a body corporate that
has a separate legal entity
where it can sue, be sued
and own property in its
own name.

LLP may be formed by

any two or more
individuals and/or body
corporate for any lawful
business with the view to
make profit.

The targeted business

groups are:

- Small and medium
businesses

- Professionals (such
as lawyers,
accountants and
company secretary)

- Joint Ventures

- Venture capitalist

The compliance
requirements of LLPs are
less onerous compared to
companies:

e ALLPisrequired to
keep accounting
records sufficient to
reflect its
transactions and

financial position.
However, the
accounts of a LLP
need not be audited
unless stated
otherwise in the LLP
agreement.

e  ALLP must have at
least one compliance
officer chosen from
amongst its partners
or person qualified to
act as secretaries
under the Companies
Act 1965, who is a
citizen or permanent
resident of Malaysia
and ordinarily resides
in Malaysia.

e ALLPmustlodge an
annual declaration of
solvency with the
Registrar annually.

From the tax perspective,



the compliance
requirement of a LLP is
similar to that of a
Company. For instance a
LLP is required to file tax
returns (Form C) and

estimate of tax payable
(Form CP204) annually.
The penalty provisions
under Section 112 of the
Income Tax Act 1967
(“ITA”) - Failure to

furnish return and
Section 113 of the ITA -
Incorrect returns, are also
applicable to a LLP.

MALAYSIA

(Continued)

Below are the tax implications of a LLP as provided in the Finance Act 2013:

Tax status

LLP is a taxable person.

Any profit paid, credited or distributed to partners by a LLP is
exempt in the hands of the partners and taxed at the LLP level only.

Residence status

LLP is a tax resident in Malaysia at anytime during the basis year that
management and control of its business are exercised in Malaysia.

Tax rate

25%

Preferential rate of 20% on 15t RM500,000 of chargeable income if the
LLP is a tax resident in Malaysia and its total capital contribution is
less than RM2.5million.

Tax deduction

No deduction is allowed for any remuneration or any similar
payment paid to a partner of LLP where such remuneration or
payment is not specified or provided in the LLP agreement.

Expenses which are wholly and exclusively incurred in the
production of gross income of a LLP are deductible.

Tax losses

LLP can carry forward any unabsorbed losses to be set off against
future business income.

Current year business losses can be set off against its non-business
income in the year losses were incurred.

Capital allowance

Capital allowances are available for qualifying capital expenditure
incurred on plant or machinery and buildings.

Conversion to LLP

An existing company/sole proprietor/partnership which converts to a
LLP is allowed to carry forward unabsorbed capital allowances and
losses to be set off against future business income.

The introduction of this
new business vehicle is
very much in line with

the Government’s
initiative to reduce

compliance and
administrative burden of
businesses operating in
Malaysia. The LLP
framework also gives

business owners greater
choice and flexibility in
choosing a business
vehicle best suited to
their needs.

“...the new
framework
provides business
owners greater
flexibility in
choosing the
right vehicle...”

T
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“...various
incentives
available for all
businesses...”
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2013 Budget

The Minister for Finance
presented the 2013
Budget Statement on 25
February 2013. Overall,
the tax measures
introduced are aimed at
addressing the pressing
issues of housing and
transport as well as to
achieve quality growth
that is achieved mainly
through innovation and
higher productivity and
growth.

A. ALL BUSINESSES

Corporate tax rebate for
years of assessment (YA)
2013 to 2015

To help businesses cope
with the rising cost of
manpower and rentals in
Singapore, all companies
(including registered
business trusts) will be
granted a 30% corporate
income tax rebate capped
at S$30,000 per YA for
three years from YA 2013
to 2015.

The rebate is not
applicable to income of a
non-resident company
that is subject to final
withholding tax.
Companies and
registered business trust
need not apply for the
corporate tax rebate as
IRAS will compute the
amount when assessing
the income tax returns.

Liberalisation of
Productivity and

10

Innovation Credit (PIC)
automation equipment

With effect from YA 2013,
the Minister has
liberalised the criteria for
taxpayers to apply on a
case-by-case basis to
IRAS to seek approval for
automation equipment,
which is not on the
prescribed list, to qualify
for enhanced capital
allowances/deduction
under the PIC scheme:

1) The equipment
automates or
mechanises, whether
in whole or in part
the work processes
of the business
(whether core or
non-core of the
business);

2) The equipment
enhances
productivity of
the business (e.g.
reduced man-hours,
more output or
improved work
processes); and

Equipment that is a basic
tool (i.e. one which is
necessary for carrying out
the trade or business, and
is commonly used in the
industry) will be allowed
if:

(a) it increases
productivity compared to
existing equipment used
in the business; or

(b) it has not been used in
the business before.

Furthermore, the term
“automation equipment”
has been changed to “IT
and automation
equipment” as PIC already
supports IT-related
software besides
automation equipment.

Enhancing the PIC scheme to
include Intellectual Property
(IP) in-licensing

To help businesses,
especially SMEs, that
license IP rights rather
than acquire the IP for
innovation and
productivity
improvements, the PIC
scheme has been enhanced
to include IP in-licensing
as a qualifying activity
under Acquisition of IP.
Ministry of Finance has
clarified that IP in-
licensing is not intended to
cover franchising
arrangements.

IRAS will release further
details by April 2013.

PIC bonus from YA1013 to
YA2015

PIC bonus has been
introduced to encourage
small businesses to
undertake improvement in
productivity and
innovation, eligible
businesses that invest a
minimum of $5,000 per YA
in qualifying investments



will receive a dollar-for-
dollar matching cash
bonus subject to an
overall cap of $15,000 for
all 3 YAs combined. The
cash bonus will be paid
over and above the
existing PIC benefits.

Start-Up Tax Exemption
(SUTE) scheme

SUTE will no longer be
available to the following
types of companies
incorporated from 25
February 2013:

a) Property developers;
and

b) Investment holding
companies

Investment holding
companies derive only
passive incomes such as
dividend and interest
income, while the real
estate industry typically
incorporates a new
company for each new
property

development. The start-
up tax exemption for
encouraging
entrepreneurship is not
intended for such
companies.

However, property
developers and
investment holding
companies will still be
able to enjoy the partial
tax exemption, i.e., 75%
tax exemption on the first
$10,000 of chargeable
income, and 50% tax
exemption on the next
$290,000 of chargeable
income.

B. MARITIME
SECTOR

Extending the maximum
tenure of the Maritime
Sector Incentive ¢ Approved
International Shipping
Enterprise (MSI-AIS)
Award

To promote the growth of
the 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.

Further details will be
announced by MPA.

C. FINANCIAL
SECTOR

Extending and enhancing
the Financial Sector

Incentive scheme

To continue the growth of
financial sector activities
in Singapore, the FSI
scheme will be extended
for five years to 31
December 2018.

The FSI scheme will be
refined as follows:

o  The five separate FSI-
DM sub-awards will
be merged to form a
single FSI-DM
award;

e The FSI-BM and FSI-
EM awards will be
merged to form a
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single FSI-Capital
Markets (FSI-CM)
award;

e  Withholding tax
exemption will be
automatically
granted to FSI-HQ
award recipients on
interest payments
made during the
period of their FSI-
HQ award for
qualifying loans with
effect from 25
February 2013;

e The range of
incentivised
activities and
financial instruments
will be broadened for
the FSI-ST, FSI-CM
and FSI-CFS awards;
and

e  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.

The changes will take
effect with effect from 1
January 2014 unless
otherwise specified.
Existing award recipients
can continue with their
awards till the end of
their award tenure.

MAS will release further
details by end of June
2013.

Extending and refining the
Qualifying Debt Securities
(QDS) and QDS+ Incentive
Scheme

To further promote

SINGAPORE

(Continued)

“...additional
incentive
schemes for
Maritime
sector and
Financial
sector...”
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“...employee
accommodation
benefits will be
taxed according to
market value...”
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Singapore’s debt market,
the QDS and the QDS+
schemes 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 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 of June
2013.

D. INDIVIDUALS
Personal income tax rebate

A one-off personal
income tax rebate will be
granted to resident
individual taxpayers for
YA 2013. The rebate
quanta are as follows:-

(a) 30% rebate, capped
at $1,500, for resident
individual taxpayers
aged below 60 years
as at 31 December
2012;
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(b) 50% rebate, capped
at $1,500, for resident
individual taxpayers
aged 60 years and
above as at 31
December 2012.

Changes to tax treatment of
accommodation benefits
provided by company

With effect from YA 2015,
the accommodation
benefits enjoyed by
employees will be taxed
according to market
value to simplify tax
compliance and to tax
such employment
perquisites more
equitably:

(a) The taxable value of
housing
accommodation will
be the annual value
of the premises, less
rent paid by the
employee;

(b) The taxable value of
furniture and fittings
will be computed
based on a
percentage of the
annual value of the
housing
accommodation; and

(c¢) The taxable value of
hotel
accommodation will
be the actual cost of
the hotel stay benefit
provided to the
employee.

IRAS will release further
details by October 2013.

Phrasing out of Employee

equity-based remuneration
incentive (ERIS) schemes

ERIS (Start-Ups)

The ERIS (Start-Ups)
scheme, which expired on
15 February 2013, will not
be renewed.

Employees who were
granted options or shares,
which qualify for
exemption under the ERIS
(Start-ups) on or before 15
February 2013, will
continue to enjoy partial
tax exemption under the
ERIS (Start-ups) in respect
of the gains derived from
such options or shares, as
long as the gains are
derived on or before 31
December 2023.

ERIS (SMEs) and ERIS (All
Corporations)

The ERIS (SMEs) and ERIS
(All Corporations)
schemes will expire with
effect from 1 January 2014.

Employees who were
granted stock options or
shares which qualify for
exemption under the ERIS
(SMEs) and ERIS (All
Corporations) schemes on
or before 31 December
2013, will continue to
enjoy partial tax
exemption under the
relevant schemes 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.



Changes in CPF
contribution rates

The CPF contribution
rates for lower income
employees will be raised
with effect from 1 January
2014 to help them save
more for retirement and
medical needs.

Higher CPF contribution
rates for lower-income

workers

The CPF contribution
rates for employees
earning above $50 to
$1,500 will be increased as
follows-

(a) Employer
contribution rate

The employer
contribution rate will
be increased fully to
the same level as
higher income
workers of the same
age.

(b) Employee

contribution rate

(i) For employees
with monthly
income between
$500 and $750, the
employee CPF
contribution rate
will gradually
increase with
wages from 0% (at
income of $500) to
the full
contribution rate
(at income of
$750);

(i) For employees

with monthly
income between
$750 and $1,500,
the employee CPF
contribution rate
will increase to the
full CPF
contribution rates
of workers who
earn $1,500 or
more.

Medisave contribution

rates for self-employed

persons (SEPs)

The Medisave
contribution rates for Self-
Employed Persons (SEPs)
earning an annual net
trade income (NTI) of
above $6,000 to $12,000
will be raised to half of
the full Medisave
contribution rate relevant
to their age group.

The contribution rate for
SEPs earning a NTI of
above $12,000 to $18,000
will increase with income
from half of the full rate
to the full rate.

There is no change to the
contribution rate for SEPs
earning above $18,000.

E. OTHERS
Wage Credit Scheme (WCS)

In the effort to encourage
businesses to raise
workers” wages and to
incentivise employers to
share productivity gains
with their employees, the
Government will co-fund
40% wage increases given
in 2013 to 2015 to
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Singaporean employees
(i.e. Singapore citizens)
earning a gross monthly
wage of up to and
including $4,000.

The employee must be
employed for at least 3
months in 2012 and the
employer must have paid
the employee’s CPF
contributions for at least
3 months in 2013 in order
to qualify for the co-
funding. Government-
related entities and
entities not registered in
Singapore are excluded
from receiving the wage
credit.

Eligible employers will
receive a payout
automatically each year.
The first payout will be in
the second quarter of
2014 and the last payout
will be in 2016. The co-
funding payout received
is taxable.

IRAS will release further
details by June 2013.

Land Productivity Grant

To support companies
which intensify their use
of land in Singapore, a
Land Productivity Grant
to support consultancy
fees and/or domestic or
overseas relocation costs
will be provided for
companies restructuring
their operations which
result in land
intensification or savings
of at least 0.1 hectares in
Singapore.

SINGAPORE

(Continued)
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SINGAPORE
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“...property tax
rates will be
raised...”

T

Progressive property tax
rates for residential

properties

1 January 2014. However,
owners whose property is
intended for owner
occupation and is

the repairs or building
works.

IRAS will release further

With effect from 1 undergoing repair or details by June 2013.
January 2014, residential building works can apply
properties with a higher to the IRAS to be taxed
annual value will be based on the proposed
taxed at higher property owner-occupied
tax rates. Property tax on residential property tax
land and non-residential rates. In addition, vacant
property, as well as land undergoing
property tax on development and
residential property intended for owner-
undergoing demolition occupation may be taxed
and reconstruction, will at owner-occupied
remain at 10%. The residential property tax
increase in property tax rates, upon application to
rates will be enhanced the IRAS. These
over 2 years as enclosed concessions apply for a
in Appendix 2. period of up to two years
and are subject to the
Refund concessions on property being owner-
vacant property will be occupied for at least one
removed with effect from year after completion of
Extending, enhancing and/or expiry of certain schemes
Extended Schemes Details

Tax Exemption on Income Derived by
Primary Dealers from Trading in Singapore
Government Securities

Extended for five years to 31 December 2018.

Tax Incentive Scheme for Approved Special
Purpose Vehicle (“ASPV”) engaged in
securitisation transactions (“ASPV Scheme”)

Extended for five years to 31 December 2018.

MAS will release further details by end May
2013.

Enhancing the Tax Exemption Scheme to
include Underwriting of Offshore Specialised
Insurance Risks

With effect from 25 Feb 2013, tax exemption
will be granted on qualifying income
derived from offshore Catastrophe Excess of
Loss (“CAT-XOL”) reinsurance layers to
encourage the underwriting of severe and
volatile catastrophe risks from Singapore.

All existing conditions of the scheme remain
unchanged.

MAS will release further details by end April
2013.
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Extended Schemes

Details

Extending and Enhancing the Tax
Incentive Scheme for Offshore Insurance
Broking Business

Extended for five years to 31 Mar 2018.

With effect from 1 Apr 2013, a new 5%-tier award
for the offshore specialty insurance broking business
will be introduced to accelerate the development of
the specialty insurance cluster in Singapore. Brokers
granted the new award can enjoy a 5%
concessionary tax rate on fees and commissions
derived from the provision of qualifying specialty
insurance broking and advisory services.

MAS will release further details by end April 2013.

Expiring / withdrawn Schemes

Details

Deduction Scheme for Upfront Land
Premium

The scheme will expire for leases granted on or after
28 Feb 2013.

Further Tax Deduction Scheme for
Expenses incurred in Relocation or
Recruitment of Overseas Talent

Expire on 30 Sep 2013.

Offshore Insurance Business Scheme for
Islamic Insurance and Reinsurance

Expire on 31 Mar 2013.

Insurers which conduct offshore Islamic insurance
and reinsurance activities may apply for MAS for
the existing 10% Offshore Insurance Business
Scheme.

Tax Incentive Scheme for Family-Owned
Investment Holding Companies to Expire

Expire on 31 Mar 2013.

Withdrawing the Overseas Enterprise
Incentive (“OEI”) Scheme

Withdrawn from 25 Feb 2013.

Withdrawing the Approved Cyber Trader
(“ACT”) Scheme

Withdrawn from 25 Feb 2013.
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F.

a)

b)

APPENDIX

Progressive Tax Rates for Residential Properties (Exclude residential land)

Progressive Tax Rates Progressive Tax Payable

Effective Effective Effective Effective
Annual Value($)

1-Jan-14 1-Jan-15 1-Jan-14 1-Jan-15
First 30,000 10% 10% $ 3,000 $ 3,000
Next 15,000 11% 12% $ 1,650 $ 1,800
First 45,000 $ 4,650 $ 4,800
Next 15,000 13% 14% $ 1,950 $ 2,100
First 60,000 $ 6,600 $ 6,900
Next 15,000 15% 16% $ 2,250 $ 2,400
First 75,000 $ 8,850 $ 9,300
Next 15,000 17% 18% $ 2,550 $ 2,700
First 90,000 $11,400 $12,000
AV in excess of 90,000 19% 20%

Progressive Tax Rates for Owner-Occupied Homes

Progressive Tax Rates Progressive Tax Payable

Effective Effective Effective Effective
Annual Value($)

1-Jan-14 1-Jan-15 1Jan 2014 1-Jan-15
First 8,000 0% 0% $ - $ -
Next 47,000 4% 4% $1,880 $1,880
First 55,000 $1,880 $1,880
Next 5,000 5% 6% $ 250 $ 300
First 60,000 $2,130 $2,180
Next 10,000 6% 6% $ 600 $ 600
First 70,000 $2,730 $2,780
Next 15,000 7% 8% $1,050 $1,200
First 85,000 $3,780 $3,980
Next 15,000 9% 10% $1,350 $1,500
First 100,000 $5,130 $5,480
Next 15,000 11% 12% $1,650 $1,800
First 115,000 $6,780 $7,280
Next 15,000 13% 14% 1,950 2,100
First 130,000 $8,730 $9,380
AV in excess of 130,000 15% 16%
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Disclaimer

The information contained herein is of a general nature and is not intended to address the circumstances
of any particular individual or entity. Although we endeavor to provide accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act upon such information without appropriate
professional advice after a thorough examination of the particular situation.
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