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THE BUDGET IN SUMMARY

The Singapore Finance Minister, Tharman Shanmugaratnam, has unveiled the budget
2010 on 22 February 2010 with a multi-billion-dollar master plan to help companies and
workers here work smarter, grow and continue to be globally competitive.

Although the world economy had rebound and brightened the outlook considerably,
Singapore must look beyond that. The government’s main priority will now focus in
improving the quality of jobs through upgrading our workforce skills and productivity,
spur innovation, continue to promote research and development, expand abroad and
transformation of the economy in the next 5 to 10 years.

As with past years, this budget also provides measures to benefit lower and middle
income households. This includes:-

@) A more progressive property tax system for all HDB flat owners and majority of
private property dwellers paying lower property taxes;

(b) Increase in aged parents and dependants relief;

(© Top-ups to Medisave, Medifund, ElderCare Fund and Post-Secondary Education
Accounts.

Singapore’s economy is expected to grow between 4.5% to 6.5% in 2010.
This year’s overall budget will run a deficit of $3 billion, its third deficit in a row. However,
the Finance Minister has reassured Singaporeans that the deficit is “manageable” as

there are sufficient current reserves to fund it.

A Long-Term Budget!
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CORPORATIONS AND BUSINESSES

1. TAXRATE
Current
Corporate income tax rate is 17% for YA 2010 and thereatfter.

Proposed

As the existing income tax rate is one of the lowest tax rate in the Asia Pacific
Region, it is expected that no further change will be made.

2. NEW TAX INCENTIVE FOR APPROVED ANGEL INVESTORS
Current

None.

Proposed

To encourage eligible individuals to provide financing to start-ups and help grow their
management expertise, business networks, etc., a new tax incentive has been
implemented. This incentive is valid from 1 March 2010 to 31 March 2015 (both
dates inclusive)

An eligible angel investor must commit a minimum of $100,000/- of equity investment
in a qualifying start-up in a year of assessment. At the end of a two-year holding
period, he will be eligible to claim 50% tax deduction on his investment. This
deduction is subject to a cap of $500,000/- of qualifying investments in each year of
assessment.

Further details will be released by SPRING Singapore by June 2010.
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3. DEVELOPMENT AND EXPANSION INCENTIVE (DEI) TO INTERNATIONAL

4.

LEGAL SERVICES
Current

None.

Proposed

To encourage law practices to be involved in international legal work, the existing
incentive will be extended to cover income derived from the provision of international
legal services. The law practice must be registered in Singapore as a company or a
branch of a foreign company. Approved law practices will enjoy a 10%
concessionary tax rate on incremental income derived from performing international
legal services for a period of 5 years from 1 April 2010 to 31 March 2015 (both dates
inclusive).

Further details will be released by Ministry of Law and EDB in March 2010.

ENHANCEMENT TO FINANCIAL SECTOR INCENTIVE (FSI)
Current

Financial Institutions (“FIs”) granted FSI Standard Tier awards are required to
compute and deduct the Qualifying Base (“QB”) from their income derived from FSI
qualifying activities, in order to determine the net income to be taxed at the
concessionary tax rate of 10%

Many FIS felt that the administration and computation of QB is complex and results
in significant compliance cost.

Proposed

Effective form 1 January 2011, QB will be removed and instead the concessionary
tax rate under the FSI-ST award will be changed in tandem from 10% to 12% as a
revenue neutral change.

Further details will be released by MAS by April 2010.
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5. TAX INCENTIVES FOR FUTURES MEMBERS OF SGX AND SICOM
Current

Futures members of SGX and SICOM are granted a concessionary tax rate of 10%
on their qualifying income.

Proposed

To streamline existing tax incentive schemes for better incentives administration, the
existing incentives would be discontinued on 31 December 2010. From 1 January
2011 onwards, new incentive applicants which engage in qualifying transactions that
were incentivised under these two tax incentives will have to apply for the Financial
Sector Incentive (FSI) scheme and meet economic commitments under the FSI at
the point of application.

In addition, existing futures members of SGX and SICOM will be allowed to transit to
the Financial Sector Incentive-Standard Tier (“FSI-ST”) scheme automatically if they
notify MAS of their intent to transit by 31 July 2010.

Further details will be released by MAS by April 2010.

6. EXTENSION AND ENHANCEMENT OF LISTED REITs CONCESSIONS
Current

(a) Income tax, stamp duty and GST concessions for listed REITs will expire on 17
February 2010:-

(i) Concessionary income tax rate of 10% for non-resident non-individual
investors;

(i) Stamp duty remission on the transfer of a Singapore immovable property to a
REIT;

(i) Stamp duty remission on the transfer of 100% of the issued share capital of a
Singapore-incorporated company that holds immovable properties situated
outside Singapore to a REIT;

(iv) GST remission to allow REITs to claim input tax on their business expenses.

(b) Listed REITs and wholly-owned Singapore subsidiary companies of listed REITs

enjoyed income tax exemption on qualifying foreign-sourced income. There is
currently no sunset clause for this income tax concession.
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7.

8.

Proposed

(a) The existing income tax, stamp duty and GST concessions for listed REITs will
be renewed for the period from 18 February 2010 to 31 March 2015 (both dated
inclusive).

(b) The FSIE income tax concession for listed REITs will be subject to a sunset
clause of 31 March 2015.

(c) The current requirement for unlisted REITs to be listed within one month (from
the date of completion of the agreements for sale) in order to qualify for the
stamp duty remissions will be liberalised to listing within six months.

REMOVAL OF APPROVED START-UP FUND MANAGER SCHEME
Current
An approved start-up manager scheme was introduced in 2005 to allow a 12 month

grace period to meet the requisite residency condition under the fund management
tax incentives.

Proposed

With the liberalisation of the residency conditions under the existing fund
management incentives in 2007, the government has decided that the Approved
Start-up Fund Manager Scheme be allowed to lapse after its expiry on 17 October
2010.

REVIEW TAX CONCESSION FOR OFFSHORE INSURANCE BUSINESS

Current

An approved insurer can enjoy a concessionary tax rate of 10% on qualifying income
derived from offshore insurance business conducted from Singapore indefinitely.

Proposed

To encourage companies to grow their presence in Singapore, the following changes
to the tax incentive will be introduced with effect from 1 April 2010:

(a) The incentive will be subject to sunset clause till 31 March 2015;

(b) The incentive will be awarded to an approved recipient for a period of 10 years;
and

(c) New headcount requirement will be imposed for incentive recipients.
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9.

10.

A transition period of 3 years from 1 April 2010 to 31 March 2013 will be given to
existing incentive recipients to facilitate the transition.

Further details will be released by MAS by April 2010.

EXTENSION OF MARITIME FINANCE INCENTIVE (MFI)
Current

Approved MFI entities have enjoyed either tax exemption or a tax concession (10%
or 5%) on its qualifying leasing income. In addition, approved managers of the MFI
entity have enjoyed tax concession of 10% on its qualifying income. The current
incentive will expire on 28 February 2011.

Proposed

To further support Singapore’s development as a maritime financing hub, MFI will be
extended from 28 February 2011 to 31 March 2016 for a period of 5 years.
Application has to be made during this period.

INCENTIVE FOR SHIP BROKERS & FORWARD FREIGHT AGREEMENT (FFA)
TRADERS

Current

Shipbrokers and FFA traders are taxed at the prevailing corporate income tax rate i.e.
17%.

Proposed

To encourage ship broking activities and promote Singapore as an International
Maritime Centre, a concessionary tax rate of 10% will be granted to company solely
carrying out ship broking and/or FFA trading in Singapore for a period of 5 years
from 1 April 2010 to 31 March 2015 (both dates inclusive). Application for this
incentive must be made to MPA.

Further details will be released by MPA by March 2010.
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11. TAX EXEMPTION FOR SHIP MANAGEMENT FEES

Current

Ship management fees derived from rendering ship management services to
related Special Purpose Vehicles (SPV) are taxed at the prevailing corporate
income tax rate i.e. 17%.

Proposed

The government has decided that ship management fees derived on or after 22
February 2010 from the rendering of ship management services to related
qualifying SPVs will be exempted from tax under Section 13A of the Singapore
Income Tax Act and the AIS scheme.

Further details will be released by MPA by March 2010.

12. INVESTMENT ALLOWANCE (IA) SCHEME FOR AIRCRAFT ROTABLES
Current

This scheme was introduced in 2004 based on 50% of the qualifying costs of
aircraft rotables (on top of normal capital allowance) claimable over a period of 5
years and expired in 2009. Also, companies have to comply with the *non-
swapping condition”.

Proposed

In lieu with the development of aircraft maintenance, repair and overhaul industry,
the 1A Scheme will be renewed for another 5 years from 1 April 2010 to 31 March
2015. In addition, the government will enhance the IA Scheme by removing the
“non-swapping condition” to ease administrative inconvenience.

Further details will be released by EDB by March 2010.

13. PRODUCTIVITY AND INNOVATION CREDIT
Current
Companies are eligible for tax deduction up to 150% on qualifying expenditure
incurred on R&D done in Singapore. In addition, 100% tax deduction has been

granted for expenditure incurred on training, automation equipment, design done
locally, IP acquisition and patent registration.
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Proposed

This credit intends to provide significant tax deductions, for investments in a range of
6 activities as follows:-

(a) R&D Expenditures
() 250% tax deduction for the first $300,000/- of qualifying expenditure on R&D
done in Singapore per Year of Assessment (YA);
(i) 150% deduction for the balance expenditure.

(b) Investments in Design
(i) 250% tax deduction for the first $300,000/- of qualifying expenditure on eligible
design activities done in Singapore per YA;
(i) 100% deduction for balance expenditure.
Further details will be released by Design Singapore Council by May 2010.

(c) Acquisition of IP Rights
(i) 250% allowance for first $300,000/- of qualifying costs from acquiring IP rights
incurred per YA;
(i) 100% deduction for balance expenditure.

(d) Registration of IP Rights
(1) 250% tax deduction for the first $300,000/- of qualifying costs of registering
patents, trademarks, designs and plant varieties incurred per YA,
(i) 100% deduction for balance expenditure.

(e) Investments in Automation
() 250% allowance for the first $300,000/- of expenditure incurred on qualifying
investments in automation per YA,
(i) 100% allowance for balance expenditure.

(f) Training of employees
(1) 250% tax deduction for the first $300,000/- of qualifying training expenditure
for external training and WDA-certified in-house training incurred per YA,
(i) 100% allowance for balance expenditure

The Productivity and Innovation Credit will be available for all businesses from
YA2011 to YA2015.

Businesses which have at least 3 local employees (Singapore Citizens and PRs with
CPF contribution) may convert the tax deductions or allowances arising from their
expenditures on the six types of activities under the Productivity and Innovation
Credit into a non-taxable cash grant. Specifically, they can convert up to $300,000/-
of such tax benefits into at most $21,000/- ($300,000/- @ cash grant rate of 7%)
cash per YA. This cash component of the scheme will be reviewed after 3 years.

Further details will be released by IRAS in June 2010.

Singapore 2010 Budget



14,

15.

MERGER AND ACQUISITION (M&A) ALLOWANCE AND STAMP DUTY
Current

None.

Proposed

To encourage companies to consider M&A as a strategy for growth
internationalisation, this new M&A Allowance was introduced. The allowance will be
5% of the value of the acquisition, subject to a cap of $5 million of allowance granted
for all qualifying deals executed per year of assessment from 1 April 2010 to 31
March 2015 (both dates inclusive). The allowance will be written down equally over a
period of 5 years.

Stamp duty on transfer of unlisted shares for qualifying M&A deals will also be
remitted but subject to a cap of $200,000/- per year. In addition, the qualifying M&As
must be executed from 1 April 2010 to 31 March 2015 (both dates inclusive).

Further details will be released by IRAS by June 2010.

INDUSTRIAL BUILDING ALLOWANCE (IBA)

Current

Businesses are allowed to claim IBA on qualifying cost of capital expenditures
incurred on building/structure used for qualifying trade under Section 18 of Singapore
Income Tax Act.

Proposed

The existing IBA claim will be phased out with immediate effect ie. 21 February 2010
except in specified scenarios. These are:-

(a) Where the option to purchase was signed on or before 22 February 2010.

(b) Application to bid, buy or lease the land from the Government was submitted or
option to purchase the land was signed with the private industrial landlord on or
before 22 February 2010, and the development application to build is submitted
to the Urban Redevelopment Authority (“URA”) by 31 December 2010.

(c) Extension or alteration works or conversion works on existing industrial buildings
or structures, for which a qualified person had been engaged on or before 22
February 2010 to carry out the works and the development application is
submitted to the URA by 31 December 2010.

(d) Renovation works (that do not require a development application) or to convert
them to industrial buildings or structures; and a building/renovation contractor
had been engaged on or before 22 February 2010 to carry out the renovation
works.

Further details will be released by IRAS in April 2010.
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16. LAND INTENSIFICATION ALLOWANCE (LIA)
Current
None.

Proposed

Effective from 1 July 2010, businesses may claim the Land Intensification Allowance
on qualifying capital expenditures incurred for the construction of a qualifying building
or structure.

The qualifying criteria are:

(&) The user of the building or structure belongs to one of the following nine industry

sectors:-
0] Pharmaceuticals,
(i) Petrochemicals,

(iii) Petroleum,

(iv) Specialties,

(v) Other Chemicals,

(vi) Semiconductor-Wafer fabrication,

(vi)  Aerospace,

(viii)  Marine and Offshore Engineering; and
(ix) Solar Cell Manufacturing

(b) The land on which the building or structure is to be built is zoned as Business 1 or
Business 2 (excluding Business 1 White and Business 2 White) under the URA
Master Plan.

(b) The building or structure meets the Gross Plot Ratio (GPR) benchmark relevant
to that industry sector of the building user. The GPR benchmark is based on that
applicable at the time the business submits to URA the development application
for the building or structure. To encourage intensification, the benchmarks for
each industry sector will be set around the 75" percentile of actual GPRs for the
sector.

Quialifying businesses will be eligible for :-
25% initial allowance on the qualifying expenditures
5% annual allowance on the qualifying expenditures.

Further details will be released by JTC/EDB by June 2010.
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18.

19.

CATALYSING GROWTH CAPITAL FOR SMEs

To help catalyse financing for companies that need growth capital beyond the start-
up phase, the government will mobilise up to $1.5 billion by seeding a range of funds
for Singapore-based companies over a period of 10 years.

INCREASE IN FOREIGN WORKER LEVY (FWL)
To complement the government’'s efforts to lift productivity and upgrade skills of

workers, the current FWL will be raised gradually over the next three years starting
from 1 July 2010 as shown below:-

FWL Prior to 1 July 2010 On or after 1 July 2010
Work Permit Holders $150/- to $470/- p.a. $160/- to $500/- p.a.
S-Pass holders $50/- p.a. $100/- to $120/- p.a.

The above levy for S-Pass holders is expected to further increase to $150/- and
$250/- by 1 July 2012.

TAX DEDUCTION ON APPROVED CHARITABLE DONATIONS

Current

Approved donations are eligible for tax deduction up to 250% for YA2009.

Proposed

To encourage both individuals and corporate to give more as the economy recovers,
the tax deductibility for approved donations up to 250% will be extended for another
one year to 31 December 2010.
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GST
1. GST ZERO-RATING FOR MARINE INDUSTRY
Current
Zero-rating is allowed for sale and leased of certain qualifying ship; sale of stores

and merchandises to ships plying in international waters; and transport of goods or
passengers to or from places outside Singapore.

Proposed

With effect from 1 July 2010, zero-rating will be extended to include:-

(a) Pleasure and recreational ships including private yachts plying in international
waters;

(b) All goods and transport of goods or passengers notwithstanding the ship calls on
a port outside Singapore.

Further details will be released by IRAS by June 2010.

2. LISTED REGISTERED BUSINESS TRUSTS (RBT) CONCESSION
Current
GST remission is granted to listed RBTs in the sectors of infrastructure, ship leasing

and aircraft leasing to allow such RBTSs to claim input tax on their business expenses

regardless of whether they hold the underlying assets directly or indirectly through
multi-tiered structures such as special purpose vehicle or sub-trusts. This GST
remission expires on 17 February 2010.

Proposed

A futher extension of the existing GST remission will be granted for the period from
18 February 2010 to 31 March 2015 (both dates inclusive).
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3. IMPORT GST DEFERMENT
Current

Import GST is payable on all goods at the point of importing into Singapore unless it
is specifically suspended/waived such as Major Exporter Scheme.

Proposed

With effect from 1 October 2010, the new scheme will allow import GST to be
deferred for approved GST-registered business with good GST track records, for at
least one month. The deferred GST amount must be declared as payable in the
corresponding GST return.

Further details will be released by IRAS by March 2010.

4. SIMPLIFIED GST ACCOUNTING RULES
Current

Under the general rule, time of supply is the earliest of when:
(a) tax invoice is issued;

(b) payment is received,;

(c) goods are delivered or services performed.

Proposed

Effective from 1 January 2011, the government has simplified the general rules by
allowing most businesses to account for GST at the earlier of when:

(a) tax invoice is issued;

(b) payment is received.

The change is to ease administration in tracking date of goods delivered/made
available/services performed.

Further details will be released by IRAS by May 2010.
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INDIVIDUALS AND HOUSEHOLDS
1. TAXRATE & REBATES
Current

Since YA2008, individual taxpayers have enjoyed a one-off 20% personal income tax
rebate, capped at $2,000/- per assessment year.

Proposed

The existing progressive personal income tax rates have remained unchanged as
below:-

Chargeable Income Rate (%) Gross Tax Payable ($)
First $20,000/- - 0
Next $10,000/- 3.50 350/-
First $30,000/- - 350
Next $10,000/- 5.50 550/-
First $40,000/- - 900
Next $40,000/- 8.50 3.400/-
First $80,000/- - 4,300
Next $80,000/- 14.00 11,200/-
First $160,000/- - 15,500
Next $160,000/- 17.00 27,200/-
First $320,000/- - 42,700/-
Above $320,000/- 20.00

As for personal tax rebate, it was a bit disappointed as no announcement was made in
the budget speech this time. Hence, the rebate will not be available to taxpayers for
YA2010. An average taxpayer may now need to fork out more in income tax.
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2. WORKFARE TRAINING SCHEME (WTS)
Current
None.

Proposed

A new training support scheme will be launched to help older, low-wage workers
overcome obstacles in acquiring new skills, better jobs or higher pay.

Employers who send low-wage workers for training will receive 90% to 95% of funding
to defray their wage bill and course fee subsidies.

Cash grants of up to $400/- per year will also be given to these workers as recognition
of their efforts to upgrade themselves.

3. PROPERTY TAX RATES FOR OWNER-OCCUPIED RESIDENTIAL PROPERTIES
Current

Owner-occupied residential properties are taxed at concessionary rate of 4% per year
based on the property’s annual value.

Rebates have been given to owner-occupiers since 1994.

Proposed

Effective from 1 January 2011, the Government has decided to replace the existing
property tax by a progressive property tax system as below:-

Annual Values Residential Properties (AV) Owner-Occupied Tax Rates
First $ 6,000/- 0%
Next $59,000/- 4%
Above $65,000/- 6 %

Non-owner-occupied residential properties and other properties will remain at the
existing flat rate of 10% of AV.
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4. PARENT RELIEF

Current

Tax-resident individuals are eligible to claim parents/dependants relief if he supported
his or his spouse’s parents, grandparents and great grandparents in the preceding year.

The amount of relief for each parent/dependant is as follows:

Type of relief

Staying with parents

Not staying with parents

Parent relief

$5,000/-

$3,500/-

Handicapped parent relief

$8,000/-

$6,500/-

Proposed

Effective from YA 2010, parent/dependent relief will be increased to give greater
recognition to those who are looking after aged dependants.

The increase will be as follows:

Type of relief

Staying with parents

Not staying with parents

Parent relief

$7,000/-

$4,500/-

Handicapped parent relief

$11,000/-

$8,000/-

5. WIFE RELIEF / SPOUSE RELIEF

Current

Male resident taxpayers are eligible to claim $2,000/- wife relief if he supports his wife
who does not have an annual income exceeding $2,000/- in the preceeding year.

Proposed

Effective from YA 2010, the existing reliefs will be renamed as ‘Spouse Relief’ and
expanded to married female resident taxpayers who are the breadwinner, to claim
spouse relief of $2,000/-.
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6. INCOME THRESHOLD CONDITION FOR DEPENDENT-RELATED RELIEFS

7.

Current

Tax resident individuals are eligible to claim dependant-related reliefs if certain
conditions are fulfilled and the dependant does not have income exceeding $2,000/- in
the preceeding year.

Dependant-related reliefs including handicapped sibling relief, wife relief, handicapped
spouse relief, parent relief, handicapped parent relief, qualifying child relief,

handicapped child relief, working mother’s child relief, and CPF cash top-up relief for
top-up to the CPF account of spouse or siblings.

Proposed
Effective from YA 2010:-
(a) No income threshold is required for handicapped-dependant-related reliefs.

(b) The income threshold for all other dependant-related reliefs must not exceed
$4,000/- in the preceeding year.

The increase in income threshold to $4,000/- for CPF Cash Top-up Relief of spouse or
siblings will take effect from YA 2011.

COURSE FEES RELIEF

Current

Tax resident individuals are eligible to claim course fees relief up to $3,500/- per year

of assessment if he has studied courses or attended seminars and conferences, and
satisfy all the conditions for claim.

Proposed

Consistent with the Government’s support for lifelong learning, the allowable course
fees relief will be increase from $3,500/- to $5,500/- with effect from YA 2011.
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8. TOP-UPS TO CPF MEDISAVE ACCOUNTS

Current

Singaporeans have benefited from past budgets by way of top-ups from GST Credits,

Senior Citizens’ Bonus, U-Save, S&CC and HDB rental rebates.

Proposed

An additional special top-up to the CPF Medisave Accounts of older Singaporeans
aged 50 and above will be made in 2010 based on annual assessable income and the

annual value of their residential home.

Annual Assessable Income (Al)

Annual Value of Home in 2009

$29,001/- - $100,000/-

in 2009 Up to $6,000/- More than $6,000/-
Up to $29,000/- Aged 50 — 59: Aged 50 — 59:
$300/- $200/-
Aged 60 — 69: Aged 60 — 69:
$400/- $300/-
Aged 70 and above: Aged 70 and above:
$500/- $400/-

More than $100,000/-

$0

9. TOP-UPS TO MEDIFUND AND ELDERCARE FUND

The government will set aside additional $200 million for Medifund to support the
needy Singaporeans and another $200 million for the EldersCare Fund to meet the
long-term healthcare needs of Singaporeans.

10. TOP-UP TO POST-SECONDARY EDUCATION ACCOUNTS (PSEA)

To encourage every family to put their children through a tertiary education, the
government will provide a further top-up to PSEA accounts as follows:-

Annual Value of Home in 2009

Age in year 2010 Up to $11,000/- More than $11,000/-
7 to 12 years old $200/- $100/-
13 to 20 years old $500/- $250/-
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OTHER TAX CHANGES

1.

2.

WITHHOLDING TAX RATE FOR NON-RESIDENT PUBLIC ENTERTAINERS
Current

Withholding tax rate for a non-resident public entertainer is 15% of gross income
derived in Singapore.

Proposed

To attract more internationally-rated acts and high quality performances to Singapore,
the withholding tax rate will be reduced to 10% from 22 February 2010 to 31 March
2015.

DUTY-FREE ALLOWANCE FOR LIQUOR

Current

Duty-free allowance is applicable for one litre bottled each of spirit, wine and beer for

travellers aged 18 and above who have spent more than 48 hours outside of Singapore
and who are not arriving from anywhere in Malaysia.

Proposed

Effective from 1 April 2010, additional one litre of duty-free wine or beer is allowed in
lieu of one litre of duty-free spirits.

Further details will be released by Singapore Customs by March 2010.

3. TRANSPORT TECHNOLOGY INNOVATION DEVELOPMENT SCHEME (TIDES)

Current

TIDES was introduced by EDB in 2001 and LTA to waive Certification of Entitlement,
taxes and duties on vehicles brought into Singapore for R&D and test-bedding.

Proposed

Additional Registration fees, Certification of Entitlement and custom duties will be
waived for green vehicles brought into Singapore for R&D and test-bedding for initial
period of 6 years. The quota of vehicles will be expanded from 300 electric vehicles up
to 1,300.
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4. GREEN VEHICLE REBATE (GVR)
Current
Rebate is only given for brand new green vehicles.

Proposed

With effect from 1 July 2010, rebate will also be granted for imported used green
vehicles; but not to imported used CNG vehicles and brand new taxis.

Further details will be released by NEA and LTA by March 2010.
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