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Singapore Budget Highlights 2017 Foreword

FOREWORD

The Finance Minister, Mr. Heng Swee Keat, presented his second Budget on 20 February
2017 against a backdrop on the recommendations by the Committee of Future Economy
(“CFE”) and the clamour for assistance from the government to address rising business costs
especially for Small and Medium Enterprises (“SMEs”).

As the outlook of the economy continues to remain gloomy, this year’s Budget adopts the
usual prudent fiscal policy as Singapore repositions herself for the future. As expected, this
Budget also took in the recommendations of the CFE to develop deep capabilities by going
digital, embracing innovation and scaling up globally. This picks up from the theme from
2016 and will continue. The age of digitalisation has been gaining pace quickly and it is
affecting both businesses and workers where they seek to embrace such structural change.

Different schemes have been introduced and different government agencies have been tasked
with the administration of these schemes. Notably, the Internationalisation Finance Scheme,
administered by the IE Singapore, has been enhanced and aims to help companies to take on
more overseas projects.

To support economic restructuring, workers are encouraged to scale up by deepening their
skillsets and gain working overseas experience. Several new initiatives have been introduced
to assist workers to realise their new potentials. This will help them to stay ahead of the pack.
As a cosmopolitan city, Singaporeans should not only excel in their field locally but should
also gain overseas experience and build networks.

On the tax front other than tax rebate, it is disappointing to see that there are no measures
proposed in the Budget that could assist the SMEs. The tax rebate announced that will reduce
the tax payable amount to a certain extent for both companies and individuals is hardly
sufficient and companies sustaining losses will not benefit from this initiative. As businesses
look to ride out this economic slowdown and with certain industries such as the marine, oil &
gas and construction facing cyclical weaknesses and challenges, it is disappointing that the
Budget did not introduce more concrete measures to address these pertinent issues. Many of
these companies out there are still grappling with the rising cost of business. Schemes such as
the carry back of losses should have been enhanced by either increasing the quantum or the
time period for relief to assist loss making companies.

Finally, as in all budgets, it is not possible for the Government to address all the issues in
respect of its near term needs, but also to focus on preparing the nation to embrace the future.
It is now up to businesses to innovate and strive to improve their capabilities in order to
remain relevant.
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FOREWORD (continued)

Acutus is pleased to present you with this exclusive highlight to assist you in understanding
the impact of the changes and initiatives that were unveiled in Budget 2017. As the details of
these proposals are yet to be announced, our comments should not be considered definitive
and readers are advised that they should not rely or use this as a basis for formulating
business decisions.

We hope you will find this commentary useful and we look forward to supporting you in your
business endeavours.

Jack Lam
Managing Partner

27 February 2017

DISCLAIMER: This publication is issued exclusively for the general information of clients and staff of Acutus Tax Services Pte. Ltd. The
material should not be relied upon without appropriate professional advice. Acutus Tax Services Pte. Ltd. will not be liable for any loss or
damage arising out of or in connection with the material contained in this publication.

© 2017. This publication is contributed by Acutus Tax Services Pte. Ltd. All rights reserved.
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BUSINESS TAX

1.

Corporate Tax and Corporate Income Tax Rebate

Present Position

R/
L X4

The current corporate tax rate is 17% with partial exemption of up to $300,000
of a company’s chargeable income as follows:

Chargeable income Exemption
$
1% $10,000 @ 75% 7,500
Bal. $290,000 @ 50% 145,000
Total Exemption 152,500

A 50% corporate income tax rebate capped at $20,000 per YA is available to
companies for YA 2016 and YA 2017.

The effective tax rate for the first $500,000 of normal chargeable income
(after 50% corporate income tax rebate) is 7.82%

Proposed

The corporate tax rate remains at 17%.

The CIT rebate cap for YA 2017 will be raised from $20,000 to $25,000 with
the rebate rate unchanged at 50% of the tax payable.

CIT rebate will be extended for another year to YA 2018, with a reduced rate
of 20% of tax payable and capped at $10,000.

Acutus Comments

With countries taking initiative to reduce corporate taxes, there have been calls
to re-think our corporate income tax rate in order for us to remain relevant and
competitive. However, the corporate tax rate remains at 17%.

Similar to prior year’s Budget, the rebate is intended to provide SMEs with
some short term relief during economic uncertainties. This will only benefit
companies that are tax-paying. In view of the current week business sentiment,
perhaps the SMEs cash grant similar to those introduced in YA 2011 would
have been more effective.
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1. Corporate Tax and Corporate Income Tax Rebate (continued)

Acutus Comments (continued)

X The effective tax rate for the first $500,000 of normal chargeable income
(after the revised cap of $25,000) is now reduced 6.82% in YA 2017. For YA
2018, the effective tax rate will be raised up to 9.82%

X/
X4

X To optimise the amount of corporate tax rebate, companies paying little or no
tax should consider deferring their capital allowance claims or planning their
group loss relief claims.

X2 A comparison of corporate tax rates of selected countries:-

Country
United States 35(a) (b) (@
Philippines 30 (b)
India 30 (a) (d) (e)
Australia 30 () ()
China 25 (¢)
Indonesia 25 (e)
Malaysia 24 () (9) (k)
Japan 23.4 (e) (i)
South Korea 22 (a)
Thailand 20 (o)
United Kingdom 20 (H ()
Vietnam 20 (9)
Taiwan 17 () (©)
Singapore 17 (h)
Hong Kong 16.5
Ireland 12.5 (e) (g) Percentage
T T T T T T T T 1
0 5 10 15 20 25 30 35 40
Note:
@) Lower income bands are generally (with exception and/or subject to certain conditions) taxed at lower
rate(s)
(b) An alternative minimum tax is applicable
() The taxing threshold for taxable income is TWD120,000, i.e., total net income exceeding TWD120,000 is
subject to tax, and the income tax payable may not exceed one-half of the taxable income minus the
TWD120,000 threshold amount
d) A higher rate (40%) applies for foreign companies
(e) Certain income or companies that meet certain conditions enjoy a lower rate of tax
U} To be reduced to 19% from 1 April 2017 and 17% from 1 April 2020
(@) Certain income or companies are taxed at a higher rate
(h) Partial tax exemption is available on a specified amount of taxable income
0] To be reduced to 23.2% for taxable years beginning on or after 1 April 2018
() It has been proposed that the corporate tax rate be reduced over a 10-year period commencing in 2016-17,
culminating in a 25% corporate tax rate by 2026-27
(k) It has been proposed that for YA 2017 and YA 2018, the tax rate will be reduced between 1% and 4%
based on the percentage increase in chargeable income as compared to the immediate preceding YA
() Different rates apply for ring-fence profits (from oil extraction and oil rights)

The above rates are the top corporate tax rates, excluding dividend withholding tax, surcharges, trade tax, or other
state or local taxes, etc. where applicable.
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2.

Extending Withholding Tax (“WHT”) Exemption on Payments made to Non-
individuals for Structured Products Offered by Financial Institutions (“FIs”)

Present Position

% WHT exemption is allowed on payments made to non-resident non-individuals
for structured products offered by Fls for contracts that take effect, are renewed
or extended during the qualifying period from 1 January 2007 to 31 March 2017,
subject to conditions.

Proposed

s To continue promoting Singapore as a financial hub, the qualifying period for
the WHT exemption on payments made to non-resident non-individuals for

structured products will be extended till 31 March 2021.

< All other conditions of the scheme remain the same.

Acutus Comments

X2 Introduced in 2007, the objective of this scheme is to promote Singapore as a
financial hub. As the scheme continues to remain relevant, it is aimed to
strengthen Singapore competitiveness in the financial sector.

Extending the Tax Incentive Schemes for Project and Infrastructure Finance

Present Position

<> The package of tax incentive schemes for Project and Infrastructure Finance
includes:

@ Exemption of qualifying income from qualifying project debt securities
(CGQPDS,’);

(b) Exemption of qualifying income from qualifying infrastructure
projects/assets received by approved entities listed on the Singapore
Exchange (“SGX”);

(© Concessionary tax rate of 10% on qualifying income derived by an
approved Infrastructure Trustee Manager/Fund Management Company
from managing qualifying SGX-listed Business Trusts/ Infrastructure
funds in relation to qualifying infrastructure projects/assets; and
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3. Extending the Tax Incentive Schemes for Project and Infrastructure Finance
(continued)

Present Position (continued)

(d) Remission of stamp duty payable on the instrument of transfer relating
to qualifying infrastructure projects/assets to qualifying entities listed,
or to be listed, on the SGX.

X/
°e

The scheme is scheduled to lapse after 31 March 2017.

Proposed

X With the exception of the stamp duty remission in (d), the existing package of
tax incentive schemes for Project and Infrastructure Finance will be extended
till 31 December 2022.

X8 The stamp duty remission in (d) will be allowed to lapse after 31 March 2017.
X All other conditions of the schemes remain the same.

X MAS will release further details of the extension by May 2017.

Acutus Comments

R/

X The extension of this scheme will help Singapore to continue to develop as an
infrastructure financing hub within the Asia Pacific region.

4, Intellectual Property (“IP”) Regime

Present Position

X2 Currently, the Pioneer-Services/ Headquarters Incentive and the Development
and Expansion Incentive-Services/Headquarters covers IP income if the IP
income arises from qualifying activities.

Proposed

<> To encourage the use of IPs arising from taxpayer’s R&D activities, IP income
will be incentivised under a new IP Regime named the IP Development
Incentive (“IDI”). The IDI incorporates the BEPS-compliant modified nexus
approach.
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4.

Intellectual Property (“IP”) Regime (continued)

Proposed (continued)

X Accordingly, such income will be removed from the scope of Pioneer—
Services/Headquarters Incentive and the Development and Expansion
Incentive-Services/Headquarters for new incentive awards approved on or
after 1 July 2017. Existing incentive recipients will continue to have such
income covered under their existing incentive awards till 30 June 2021.

X/
°e

The IDI will take effect on or after 1 July 2017 and will be administered by
EDB.

7
A X4

EDB will release further details of the change by May 2017.

Acutus Comments

X2 The measure is a step forward to support the OECD”s BEPS initiatives, in
particular at a time where there is a need to focus on the “nexus approach”.

<> The measure is intended to strengthen Singapore’s positions as a BEPS
compliant location, thus attracting foreign investments.

X However, there is no mention on the type of incentives that will be available
under the IDI scheme. It remains to be seen how the incentive will be rolled
out and it is likely that the qualifying conditions may include
recommendations under the BEPS Project.

Refining Finance and Treasury Centre (“FTC”) Scheme

Present Position

X2 The FTC scheme provides for concessionary tax rate of 8% on qualifying
income derived by approved FTCs, from:-

(a) Qualifying services provided to approved network of companies, and
(b) Qualifying activities carried out on its own account with fund obtained
from qualifying sources.
Proposed
The qualifying counterparties for certain transactions of approved FTCs will

be streamlined. This will help to ease the compliance burden of approved
FTCs.

Page 5




Singapore Budget Highlights 2017 Business Tax

5.

Refining Finance and Treasury Centre (“FTC”) Scheme (continued)

Proposed (continued)

X The change will apply to new or renewal incentive awards approved on or
after 21 February 2017.

<> EDB will release further details of the change by May 2017.

Acutus Comments

X This is mainly a targeted incentive to attract companies to grow treasury
management capabilities and use Singapore as a base for conducting treasury
management activities for the region.

X As with other incentives, refinements such as the above may be implemented
after feedback from the industry to ensure that the incentive remains relevant
and that the administrative and compliance costs are not disproportionate as
compared to having the award.

Enhancing the Global Trader Programme (“GTP”)

Present Position

X The GTP grants a concessionary tax rate of 5% or 10% on qualifying income
derived by approved global trading companies from qualifying transactions.

Proposed

X2 To facilitate and encourage more trading activities in Singapore and to
simplify the GTP, the GTP will be enhanced as follows:

(a) The requirement for qualifying transactions to be carried out with
qualifying  counterparties will be removed. Consequently,
concessionary tax rate will be granted to approved global trading
companies on income derived from qualifying transactions with any
counterparty;

(b) Concessionary tax rate will be granted to approved global trading
companies on physical trading income derived from transactions in
which the commodity is purchased for the purposes of consumption in
Singapore or for the supply of fuel to aircraft or vessels within
Singapore;
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6.

Enhancing the Global Trader Programme (“GTP”) (continued)

Proposed (continued)

(c) Concessionary tax rate will be granted to approved global trading
companies on physical trading income attributable to storage in
Singapore or any activity carried out in Singapore which adds value to
commodity by any physical alteration, addition or improvement
(including refining, blending, processing or bulk-breaking); and

(d) The substantive requirement to qualify for the GTP will be increased.

The enhancements in (a) to (c) will apply to qualifying income derived on or
after 21 February 2017 by approved global trading companies from qualifying
transactions.

The enhancement in (d) will apply to new or renewal incentive awards
approved on or after 21 February 2017.

IE will release further details of the change by May 2017.

Acutus Comments

Companies that have been awarded the GTP incentive should take note of the
effective date of 21 February 2017 on those qualifying transactions mentioned
under part (a) to (c) that qualifies for the concessionary rate of tax. Such
simplification of qualifying transactions may ease the administrative burden of
GTP companies, in particular on tracking of qualifying counterparties.

The increase in substance requirement mentioned in part (d) is likely to be
triggered by the BEPS project where there is a need to reinforce the substance
requirements, in particular where preferential tax treatment are concerned, in
the existing international standards.

Withdrawing the Tax Deduction for Computer Donation Scheme

Present Position

R/
*

K/

A 250% tax deduction is granted on donation of computers (including
computer software and peripherals) by any company to an Institution of Public
Character or prescribed educational, research or other institution in Singapore.
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7. Withdrawing the Tax Deduction for Computer Donation Scheme (continued)

Proposed (continued)

<> As the objective of the scheme has been achieved, the scheme will be
withdrawn after 20 February 2017.

Acutus Comments

X The initial objective of the scheme was to promote the availability of IT
equipment to needy students with limited access to modern technology. It also
sought to improve efficiency and increased productively in institutions and
IPCs where there is a shortage in such equipment.

X2 With the advancement of IT and the affordability of such equipment, this
scheme will lapse as the objective has been achieved.

8. Withdrawing Accelerated Depreciation Allowance for Energy Efficient
Equipment and Technology (“ADA-EEET”) Scheme

Present Position

X Capital expenditure incurred for certified energy efficient and energy saving
equipment may qualify for an accelerated writing down period of one year
under Section 19A (6) of the Income Tax Act (“ITA”).

Proposed

X Over the years, new incentives, such as the Investment Allowance — Energy
Efficiency scheme and the Productivity Grant, were introduced to promote
energy efficiency.

X To streamline incentives that promote energy efficiency, the ADA-EEET
scheme introduced in 1996 will be withdrawn after 31 December 2017. No
ADA-EEET will be granted for equipment installed on or after 1 January 2018.

Acutus Comments

X With other incentives that promote energy efficiency, there is a need to
streamline the type of incentives applicable. As such, the ADA-EEET scheme
will be withdraw.

X For taxpayers who are affected by the proposed withdrawal of this scheme,
they should explore if they could be eligible for other schemes or incentives.
Otherwise, they should be able to claim for capital expenditure over a writing-
down period of 3 years.
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10.

Allowing the Accelerated Writing-Down Allowances (“WDA”) for Acquisition of
Intellectual Property Rights (“IPRs”) for Media and Digital Entertainment
(“MDE”) Content to Lapse

Present Position

<> An approved MDE company or partnership is allowed to claim WDA over a
period of two years for capital expenditure incurred in respect of IPRs
pertaining to films, television programmes, digital animation or games, or
other MDE content acquired for use in its business.

X The accelerated WDA for the MDE content scheme is scheduled to lapse in
respect of IPRs acquired for MDE content after the last day of the basis period
for YA2018.

Proposed

s As the scheme is assessed to be no longer relevant, and to simplify our tax
regime, the accelerated WDA for the MDE content scheme will be allowed to
lapse in respect of IPRs acquired for MDE content after the last day of the
basis period for YA2018.

% MDE companies or partnerships may elect to claim WDA over a writing-down
period of 5, 10 or 15 years on the capital expenditure incurred to acquire the
qualifying IPRs under Section 19B of the ITA.

Acutus Comments

X It appears that it is no longer relevant to have a shorter writing down period
for an approved MDE company to claim WDA. It will all be streamlined
under Section 19B of the ITA if it relates to capital expenditure incurred to
acquire the qualifying IPRs. Hence, it is now assessed that the scheme is no
longer relevant and therefore should lapse.

Allowing the International Arbitration Tax Incentive (“lIArb”) to Lapse

Present Position

X The 1Arb was introduced to encourage the provision of international
arbitration services and attract overseas law practices to set up international
arbitration services in Singapore. The incentive grants approved law practices
50% tax exemption on qualifying incremental income derived from the
provision of legal services in connection with international arbitration. The
maximum tax relief period is five years.

Page 9




Singapore Budget Highlights 2017 Business Tax

10.

11.

Allowing the International Arbitration Tax Incentive (“lArb”) to Lapse
(continued)

Proposed

< Over the past decade, Singapore has grown as an international arbitration hub.
As part of the Government's regular review of tax incentives, the 1Arb will be
allowed to lapse after 30 June 2017.

X/
°e

Singapore will continue to develop and strengthen our arbitration landscape by:

(a) Strengthening Singapore’s legislative framework;

(b) Expanding Maxwell Chambers, Singapore’s integrated dispute
resolution complex; and

(c) Supporting local dispute resolution institutions and top international
institutions seeking to base in Singapore or use Singapore as a venue
for arbitration activities.

Acutus Comments

R/

X In view of the initiatives taken by the Government to promote Singapore as a
jurisdiction of choice to conduct arbitration, this incentive scheme is assessed
to be no longer required and hence will be allowed to lapse.

Allowing the Approved Building Project (“ABP”) Scheme to Lapse

Present Position

% Currently, land under development is granted property tax exemption for a
period of up to three years under the ABP scheme, subject to conditions.

% The scheme is scheduled to lapse after 31 March 2017.

Proposed

Rl

% Property tax is a tax on property ownership, and it should apply when the land is
being developed. The ABP scheme will be allowed to lapse after 31 March 2017.

Acutus Comments

Rl

X This will lead to an increase in cost for developers which will be passed to the
buyers.
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12.

13.

Introducing a Safe Harbour Rule for Payments Under Cost Sharing Agreements
(“CSAs”) for R&D Projects

Present Position

X Taxpayers claiming tax deduction for R&D expenditure under Section 14D of
the ITA for payments made under a CSA (“CSA payments”) are subject to
specific restriction rules for certain categories of expenditure disallowed under
Section 15 of the ITA. As such, the breakdown of the expenditure covered by
the CSA payments is examined so as to exclude the disallowed expenditure.

Proposed

0,

X2 To ease compliance, taxpayers may opt to claim tax deduction under Section
14D for 75% of the payments made under a CSA incurred for qualifying R&D
projects instead of providing the breakdown of the expenditure covered by the
CSA payments.

X The change will apply to CSA payments made on or after 21 February 2017.

X IRAS will release further details of the change by May 2017.

Acutus Comments

X2 It will be administratively easier for the taxpayer as there is no need to provide
a breakdown of the expenditure as taxpayers could elect to use 75% as a proxy
in claiming deductions for payments made under a CSA for qualifying R&D
projects.

Extending the Withholding Tax (“WHT”) Exemption on Payments for
International Telecommunications Submarine Cable Capacity Under an
Indefeasible Rights of Use (“IRUs”) Agreement

Present Position

K/

X2 As payments for international telecommunications submarine cable capacity
under an IRU agreement fall under the scope of Section 12(7) of the ITA,
persons making such payments to non-residents are required to withhold tax
on the payments.
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13.

14.

Extending the Withholding Tax (“WHT”) Exemption on Payments for
International Telecommunications Submarine Cable Capacity under an
Indefeasible Rights of Use (“IRUs”) Agreement (continued)

Present Position (continued)

X The WHT exemption on payments for international telecommunications
submarine cable capacity under an IRU agreement was introduced to
encourage telecommunications operators to provide international connectivity.

X The scheme is scheduled to lapse after 27 February 2018.

Proposed

<> In line with the Government’s thrust to grow the digital economy and continue
to be a key hub for data flow, the WHT exemption on payments for
international telecommunications submarine cable capacity under an IRU
agreement will be extended till 31 December 2023.

Acutus Comments
X To be in line with recommendations made by the CFE, the extension of this

scheme is to continue to promote Singapore as a hub for the digital economy.

Extending and Refining the Aircraft Leasing Scheme (“ALS”)

Present Position

R/

X8 Under the ALS, approved aircraft lessors and aircraft investment managers
can enjoy the following tax benefits:

(a) Approved aircraft lessors enjoy concessionary tax rate of 5% or 10%
on income derived from the leasing of aircraft or aircraft engines and
qualifying ancillary activities under Section 43Y of the ITA; and

(b) Approved aircraft managers enjoy concessionary tax rate of 10% on
income derived from managing the approved aircraft lessor and
qualifying activities under Section 43Z of the ITA.

K/

X2 Qualifying ancillary activities under Section 43Y of the ITA include incidental
income derived from the provision of finance in the acquisition of any aircraft
or aircraft engines by any airline company.
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14.

Extending and Refining the Aircraft Leasing Scheme (“ALS”) (continued)

Present Position (continued)

R/
L X4

In addition, automatic WHT exemption is granted on qualifying payments
made by approved aircraft lessors to non-tax-residents (excluding a permanent
establishment in Singapore) in respect of qualifying loans entered into on or
before 31 March 2017 to finance the purchase of aircraft and aircraft engines,
subject to conditions.

The scheme is scheduled to lapse after 31 March 2017.

Proposed

To continue encouraging the growth of the aircraft leasing sector in Singapore,
the ALS will be extended and refined as follows:

(a) The ALS will be extended till 31 December 2022;

(b) The scope of qualifying ancillary activities for approved aircraft
lessors under Section 43Y of the ITA will be updated to cover
incidental income derived from the provision of finance in the
acquisition of aircraft or aircraft engines by any lessee; and

(c) The concessionary tax rate on income derived from leasing of aircraft
or aircraft engines and qualifying ancillary activities will be
streamlined from 5% and 10% to a single rate of 8%.

The enhancement for (b) will apply to income derived on or after 21 February
2017 for all incentive recipients.

The refinement in (c) will apply to new or renewal incentive awards approved
on or after 1 April 2017.

In addition, the automatic withholding tax exemption regime will be extended

to qualifying payments made on qualifying loans entered into on or before 31
December 2022.

EDB will release further details of the change by May 2017.

Acutus Comments

7
A X4

The extension and refinement of the ALS, along with the automatic WHT
exemption on qualifying loan payments till 31 December 2022 are in line with
the Government’s initiatives of promoting the aviation industry in Singapore.
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14.

15.

Extending and Refining the Aircraft Leasing Scheme (“ALS”) (continued)

Acutus Comments (continued)

R/
L X4

By streamlining the concessionary tax rate on income derived from leasing of
aircraft or aircraft engines and qualifying ancillary from 5% and 10% to a
single rate of 8% represents a simplification of the ALS. However, it remains
to be seen whether the qualifying conditions under the single tax rate regime
will be changed or harmonized.

Extending and Refining the Integrated Investment Allowance (“ 11A”) Scheme

Present Position

The 1A scheme was introduced to keep pace with the evolving business
environment. The scheme grants a qualifying company an additional
allowance in respect of the fixed capital expenditure incurred on qualifying
productive equipment placed with an overseas company for an approved
project.

For the purpose of the scheme, one of the qualifying requirements is that the
qualifying productive equipment has to be used by the overseas company
solely to manufacture products for the qualifying company under the approved
project.

EDB administers the scheme.

The 11A scheme is scheduled to lapse after 28 February 2017.

Proposed

The 1A scheme will be extended till 31 December 2022. Also, the qualifying
productive equipment may be used by the overseas company primarily to
manufacture products for the qualifying company under an approved project.

The liberalisation in the qualifying requirement will apply to expenditure
incurred on a qualifying productive equipment for a project approved on or
after 21 February 2017.

Acutus Comments

R/
¢

The condition of “solely” has been change to “primarily”. However, it is a
subjective term and further clarification is required.
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PERSONAL INCOME TAX

1.

Personal Income Tax and Rebates

Present Position

< From YA 2017, the tax rate applicable to Singapore resident taxpayers range
progressively from 0% for the first $20,000 of chargeable income to 22% for
chargeable income exceeding $320,000.

<> There is no personal income tax rebate accorded for YA 2016.

Proposed

0,

X2 To provide relief to individuals who pay income tax, a Personal Income Tax
Rebate of 20% of tax payable will be granted to all individual tax residents for
YA 2017 (i.e. for income earned in 2016). The rebate will be capped at $500
per taxpayer.

Acutus Comments

X This is a targeted approach to help the middle-income sandwich group given
the current economic conditions. It should however be noted that the cap of
$500 is indeed the lowest in the history of personal income tax rebate.

Withdrawing the GST Tourist Refund Scheme (“TRS”) for Tourists Departing
by International Cruise

Present Position

X Departing tourists may claim GST refunds on their goods purchased in
Singapore, subject to the tourists’ eligibility and conditions of the TRS.

X2 The GST TRS is available to tourists departing Singapore via air, from Changi
International Airport and Seletar Airport. It is available from January 2013 to
tourists departing Singapore by international cruise, from the Marina Bay
Cruise Centre Singapore and the International Passenger Terminal at
Harbourfront Centre (““cruise terminals”).
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2. Withdrawing the GST Tourist Refund Scheme (“TRS”) for Tourists Departing
by International Cruise (continued)

Proposed

R/
L4

R/
A X4

Due to the very low transaction volume at the cruise terminals for tourist
refunds, the GST TRS will be withdrawn for tourists who are departing by
international cruise from the cruise terminals and whose purchases are made
on or after 1 July 2017. Tourists who are departing by international cruise
from the cruise terminals will have until 31 August 2017 to claim refunds on
purchases made before 1 July 2017. The eTRS facilities at the cruise terminals
will be removed after 31 August 2017.

IRAS will release further details of the change by April 2017.

Acutus Comments

R/
A X4

The level of usage did not justify the cost of maintaining this particular
channel of GST TRS. Further, there were few tourists, or mainly Singaporean,
who depart by international cruises or qualifies for the TRS. Hence, the impact
IS not expected to be significant.
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MISCELLANEOUS

1. Restructure Diesel Taxes

R/
L X4

Diesel duty will be introduced to incentivise users to reduce their usage of
diesel. With effect on or after 20 February 2017, the diesel duty on automotive
diesel, industrial diesel and diesel component of biodiesel is $0.10/litre.

The annual Special Tax on diesel cars and taxis will be permanently reduced
by $100 and $850 respectively.

Diesel Car

Emission Standard Special Tax Rate every six months

Six times the Road Tax of an equivalent petrol-

Pre-Euro IV compliant | o o o car, less $50

Euro IV compliant S$0.625 per cc, less $50, subject to a minimum

payment of S$575
Euro V or JPN2009 | S$0.20 per cc, less $50, subject to a minimum
compliant payment of S$150

Diesel Taxi - $2,125 every six months, or $4,250 every year

Revised Special Tax rates will take effect on or after 20 February 2017. From
20 February 2017 to end-June 2017, vehicle owners will continue to pay the
Special Tax based on the existing rates. For owners paying the Special Tax
based on the existing rates until end-June 2017, and those who have already
paid the Special Tax for the period beyond 20 February 2017, the excess
Special Tax paid will be used to automatically offset the amount payable at the
next road tax renewal.

2. Exclusion of Diesel from Industrial Exemption Factory Scheme (“IEFS”)

*

5

With effect on or after 20 February 2017, diesel will be removed from the
IEFS. Industrial diesel will be subject to volumetric diesel duty of $0.10/litre.

3. Offset Measures for Commercial Diesel VVehicles

R/

0

*

To ease the transition to the re-introduction of diesel duty, three years of road
tax rebates will be provided for commercial diesel vehicles:

(a) 1 August 2017 - 31 July 2018: 100% Road Tax Rebate
(b) 1 August 2018 - 31 July 2019: 75% Road Tax Rebate

(c) 1 August 2019 - 31 July 2020: 25% Road Tax Rebate
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3. Offset Measures for Commercial Diesel Vehicles (continued)

X In addition to the three-year Road Tax Rebate, diesel school buses will be
given yearly cash rebates to ease the impact of diesel duty on school bus fees:

@ 1 August2017 - 31 July 2018: $1,400
() 1 August 2018 - 31 July 2019: $700
© 1 August2019 - 31 July 2020: $350

< The cash rebates will be disbursed by LTA every six months.

X/
°e

In addition to the three-year Road Tax Rebate, eligible diesel private hire
buses and diesel excursion buses that ferry school children will be given
yearly cash rebates to ease the impact of diesel duty on school bus fees:

(a) 1 August 2017 — 31 July 2018: up to $1,500
(b) 1 August 2018 — 31 July 2019: up to $800
(c) 1 August 2019 — 31 July 2020: up to $450

<> To be eligible for the cash rebates, these buses must have a school bus contract,
and ferry children continuously for at least six months. The cash rebates will
be pro-rated based on the number of days these buses have ferried school

children in the respective time period. The cash rebates will be disbursed by
LTA when the buses’ road tax is renewed.

4, Introduction of Tiered Additional Registration Fee (“ARF”) for Motorcycles

R/

X8 Tiered ARF for motorcycles will be introduced to improve the progressivity of
the vehicle tax system. The following tiered ARF rates will apply to all
motorcycles registering with Certificates of Entitlement (“COEs”) obtained
from the second COE bidding exercise in February 2017:

OMV ARF
rates
First $5,000 of the OMV 15%
Next $5,000 of the OMV (i.e. $5,001 to $10,000) 50%
Remaining OMV above $10,000 100%

X To give potential buyers more time, the second COE bidding exercise in
February, which was initially scheduled on 20 February 2017, will be held on
22 February 2017.
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5. Additional Special Employment Credit (“ASEC”)

R/
L X4

The Additional Special Employment Credit (ASEC) provides wage offsets to
employers hiring older Singaporean workers earning up to $4,000 a month,
who are older than the re-employment age. This is on top of the Special
Employment Credit (SEC) of up to 8% for eligible Singaporean workers aged
55 and above.

The Government will extend the ASEC for two and a half years, from 1 July
2017 to 31 December 2019. This will:

(@) continue to support workers older than the re-employment age; and

(b) support those who are above 65 years old as of 1 July 2017 and hence
not covered by the increase in re-employment age to 67.

6. Foreign Worker Levy (“FWL”)

R/
L X4

R/

Marine and Process Sectors

(a) The FWL increases for the Marine and Process sectors will be deferred
for one more year from 1 July 2017 to 30 June 2018.

(b) The levy rates for Marine sector Basic tier R1 and R2 workers will
remain at $300 and $400 respectively. The rates for Process sector
Basic tier R2 workers will stay at $450 while those for Process sector
MY E-waiver tier R2 workers will remain at $750.

Construction Sector

(a) To support the construction sector, $700M in public sector
infrastructure projects will be brought forward to start in FY 2017 and
FY 2018. Construction firms can bid for these projects, which will
include the upgrading of community clubs and sports facilities.

(b) The levy rates for Basic tier R2 workers will be raised from the current

$650 to $700 on 1 July 2017, as announced in Budget 2015. These
rates will apply from 1 July 2017 to 30 June 2019.

Manufacturing and Service Sector
(a) There is no change to work permit levies in the manufacturing and

Service sector for 2017. The levy rates for S Pass holders will remain
unchanged.
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GLOSSARY

$
ABP
ADA-EEET

ALS
ARF
ASEC
BEPS
CFE
COE
CSAs
CIT
EDB
FI
FTC
FWL
GTP
GST
IArb
IDI

IE
IEFS
A
IP
IPRs
IRU
ITA
MDE
OECD
QPDS
SME
SGX
TRS
WDA
WHT
YA

Singapore Dollars
Approved Building Project

Glossary

Accelerated Depreciation Allowance for Energy Efficient Equipment and

Technology

Aircraft Leasing Scheme
Additional Registration Fee
Additional Special Employment Credit
Base erosion and profit shifting
Committee of Future Economy
Certificates of Entitlement

Cost Sharing Agreements
Corporate Income Tax

Economic Development Board
Financial Institution

Finance and Treasury Centre
Foreign Worker Levy

Global Trader Programme

Goods and Services Tax
International Arbitration

IP Development Incentive
International Enterprise

Industrial Exemption Factory Scheme
Integrated Investment Allowance
Intellectual Property

Intellectual Property Rights
Indefeasible Rights of Use
Income Tax Act

Media and Digital Entertainment
Organisation for Economic Co-operation and Development
Qualifying Project Debt Securities
Small and Medium Enterprise
Singapore Exchange

Tourist Refund Scheme

Writing Down Allowance
Withholding Tax

Year of Assessment
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ABOUT ACUTUS LLP

Acutus LLP was established in 1987 to provide clients with access to a spectrum of assurance,
tax and advisory services throughout South East Asia.

Over the years, the Firm’s professionals, operating in one of Asia’s financial and high-
technology hubs, have represented businesses ranging from start-ups, small-medium
entrepreneurial enterprises to publicly-held business within Asia and beyond. By combing
our support capabilities with proactive advisory services, we empower our clients to
effectively structure, streamline and control their business operations and in the process,
enhance strategic business decisions.

INDEPENDENT MEMBER OF
On our international capabilities, Acutus is an independent
member of Abacus Worldwide, an international association of
independent accounting and legal firms. Through our
membership, Acutus can leverage its global platform to facilitate
Singapore companies’ entry into Europe, United States of ABACUS
America, Latin America and beyond. 5 8 &0 BN B B

The Acutus footprint is invaluable in meeting the needs for immediate local support as well
as scalability and transparency in global operations. An intimate understanding of our clients’
markets enables our professionals to extrapolate the implications of relevant regulations and
practices specific to each jurisdiction in which our clients operate.

TAX SERVICES

Key Contacts

International Tax Advisory Jimmy Oei jimmy.oei@acutus-ca.com

Voluntary Disclosure Programme  Ong Zhong Teck  zhongteck.ong@acutus-ca.com
and Transfer Pricing

GST & Compliance Ang Poh Geok pohgeok.ang@acutus-ca.com
Ang Xun Kai xunkai.ang@acutus-ca.com

Acutus LLP
133 New Bridge Road, #25-03/08, Chinatown Point, Singapore 059413
T: (65) 6538 5488 F: (65) 6538 4673 .4 https://twitter.com/Acutuslip

Acutus CPA Limited

Unit 201, 2nd Floor Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong SAR

T: (852) 3996 7830 F: (852) 3747 2693 L4 https://twitter.com/acutuscpa

Acutus Consultants Sdn Bhd

17-06, Menara K1, No 1, Lorong 3/137C, Off Jalan Kelang lama, 58000, Kuala Lumpur, Malaysia
T: (60) 3-2161 9813 F: (60) 3-2181 7993

www.acutus-ca.com
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