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THE BUDGET IN SUMMARY

With a GDP growth of 14.5% in year 2010 and current generous rebates, incentives and
goodies for Singaporeans, the government is projecting a budget surplus of S$0.1 billion for
financial year 2011.

In addition with a General Election round the corner, this Budget 2011 was not surprisingly
“an Election Budget” focusing on key issues for Singaporeans.

1. Inflation/Cost of living.

2. Rapid rise in property prices.

3. Rapid rise in Certificate of Entitlements (COES).
4. High cost of doing businesses in Singapore.

5. Influx of foreign workers.

As expected, handouts were given which include Growth Dividends, CPF Medisave Top-up,
Reduction of Effective Personal Income Tax Rate, Tax Rebate, Special CPF Housing Grant,
Child Development Credit, Household Rebates, Workfare Special Bonus, etc.

As for Corporate, focus is on SMEs and new start-ups. With a strong economy and
companies are doing relatively better notwithstanding the higher cost of doing businesses,
there was not much pressure to lower corporate income tax rates and rebates.

More tax incentives and enhancements were announced to move Singapore into an
international financial centre. These include:

Enhancement of the Global Trader Programme (GTP)

Enhancement of Trustee Company’s Tax Incentive Scheme

Enhancement of the Global Trader Programme (GTP)

Enhancement of the Finance and Treasury Centre Incentive

Extension of Tax Incentive Schemes for Project Finance

Extension of Captive Insurance Tax Incentive Scheme

Extension and Enhancement of Specialised Insurance Tax Incentive Scheme

NogokrwhpE

Overall an &lection Budget©and not unexpected package of goodies. The key issues
however remain “Are these handouts sufficient, given the rapid rise in the cost of living and
doing businesses?”. Nevertheless the Budget is a very bold, friendly and as always a
conservative Budget.

kkkkkkhkkhkkhkhhkkhkkhkhkkkhkkhkkhkkkkkkk*%
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CORPORATE AND BUSINESSES

1. ONE-OFF CORPORATE INCOME TAX REBATE/SME CASH GRANT
Current

Corporate income tax rate is 17% for year of assessment 2010. There was no rebate
granted for year of assessment 2010.

Proposed

An income tax rebate of 20% of year of assessment 2011 corporate income tax payable,
capped at $10,000/- will be granted to all companies. Where a company’s chargeable
income that hits $450,000/-, it will receive the maximum $10,000 tax rebate.

As small companies may not benefit fully from this rebate due to very little or no taxes
payable, a one-off SME Cash Grant will be provided instead of the tax rebate. This grant
will be based on 5% of the company’s revenue for year of assessment 2011, subject to a
cap of $5,000/- and that the company must have made CPF contributions in year of
assessment 2011.

The higher of the rebate or cash grant will automatically be given to companies when
IRAS finalized their year of assessment 2011 corporate tax returns.

2. ENHANCEMENT OF PRODUCTIVITTY AND INNOVATION CREDIT (“PIC") SCHEME
Current

The PIC scheme allows 250% tax deduction or allowance for the first $300,000/- of
qualifying expenses incurred on the following six qualifying activities, with the balance
expenses allowing a 100% deduction, for the period YA 2011 to YA 2015:-

Research and development (R&D)expenditures
Investments in Design

Acquisition of Intellectual Property (“IP”)
Registration of IP

Investments in Automation

Training

ok wNE

A combined expenditure cap of $600,000 for each of the qualifying activity for YA 2011
and YA 2012.

Businesses can elect to convert up to $300,000 qualifying tax deductions or allowances
into cash payout of up to $21,000 for each YA, for the period YA 2011 to YA 2013.

Proposed

To further encourage innovation and raise productivity efforts, the PIC scheme is
simplified and enhanced in 4 main areas:

Singapore 2011 Budget



a) The quantum of tax deduction or allowance is increased to 400% of expenditure for
the first $400,000/- spent on each qualifying activity;

b) PIC benefits will be made available to R&D done abroad;

c) Businesses will be allowed to combine the $400,000/- expenditure cap per year for

YA 2013 to YA 2015 into a new ceiling of $1,200,000/- over the three years;

d) A simpler and enhanced cash conversion option where taxpayers can opt to receive,
in lieu of tax deduction benefits, a cash payout of 30% of the first $100,000 of
qualifying expenditure, up to $30,000/-.

All other existing conditions of the current concession apply.

An illustration of computing PIC tax deduction and cash payout can be found in Appendix
| attached.

Further details will be released by end of June 2011.

FOREIGN TAX CREDIT POOLING SYSTEM
Current

Foreign income (FI) is taxable in Singapore based on remittance to Singapore. However,
tax credit will be granted on the foreign tax suffered so as to avoid double tax. The credit
is capped at the lower of the foreign tax and the Singapore tax payable on the particular
stream of remitted FI.

Proposed

To simplify tax compliance and to support companies that are earning larger share of
income overseas, a pooling system was introduced. This is a similar system in countries
like Japan and USA. Under the pooling system, tax credit will be computed on a pooled
basis, rather than on a single income basis. The amount of Foreign Tax Credit (FTC) to
be granted will be based on the lower of the pooled foreign taxes paid on the Fl and the
pooled Singapore tax payable on such FI.

Resident taxpayers can elect for the FTC pooling system if the following conditions are
fulfilled:
a) Foreign income tax is paid on the FI in the foreign jurisdiction from which the Fl is

remitted;

b) The headline tax rate of the foreign jurisdiction from which the FI is remitted is at
least 15% at the time the Fl is received in Singapore; and

c) There is Singapore tax payable on the Fl and the taxpayer is entitled to claim for FTC
under Section 50, 50A or 50B of the Income Tax Act on that FI.

This will take effect from Year of Assessment 2012.

Please refer to Appendix Il for an illustrative example on the new FTC pooling system.
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4. STREAMLINING OF DOUBLE TAX DEDUCTION FOR QUALIFYING MARKET AND
INVESTMENT DEVELOPMENT ACTIVITIES

Current

Under Sections 14B and 14K of the Act, approved companies are allowed to claim
double or further tax deductions on eligible expenses incurred for qualifying activities.

There was no sunset clause on both schemes.

Proposed

Both Sections 14B and 14K schemes will be merged into a single scheme to allow more
businesses to benefit from internationalization and expansion overseas.

Effective from 1 April 2011, application for this single scheme will now be allowed to
submit up to the day of their overseas marketing trip, instead of 7 days before the trip.
However, a sunset clause has now been introduced, i.e. 31 March 2016.

Further details will be released by IE Singapore by end of March 2011.

5. MARITIME SECTOR INCENTIVE (“MSI")
Current

Existing range of tax incentives targeted at ship operators, maritime lessors and
providers of certain supporting shipping services have difference incentive tenures and
application requirements such as: -

S. 13A tax exemption on qualifying income of Singapore and foreign flagged vessels;

Approved International Shipping Enterprise (AlS) Scheme;

Maritime Finance Incentive (MFI);

Approved Shipping and Logistics (ASL) Scheme; and

Ship Broking and Forwarding Freight Agreement (FFA) trading incentive.

In addition, withholding tax exemption is granted on a case-by-case basis on qualifying
payments made in respect of qualifying foreign loans taken to finance the construction or
purchase of ships, subject to conditions.

Proposed

All existing tax incentives for the maritime sector will be streamlined and consolidated
under the new Maritime Sector Incentive (“MSI”) with effect from 1 June 2011.
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There are three broad categories under the MSI:

a)

b)

International Shipping Operations

To attract ship operators to base their operations in Singapore and to encourage the
registration of ships with the Singapore Registry of Ships, existing entities enjoying
tax benefits under Section 13A of the Income Tax Act and AIS scheme will transit to
this category of the MSI.

Entities under the International Shipping Operations category of MSI will, subject to
conditions, enjoy automatic withholding tax (“WHT”) exemption on qualifying
payments made in respect of qualifying foreign loans taken to finance the purchase
or construction of both Singapore-flagged and foreign-flagged ships, without having
to apply for such exemption on a case-by-case basis.

A new award will be introduced for qualifying entry players. Entities approved under
this award will be granted similar tax benefits as the current AIS scheme but for a
non-renewable tenure of 5 years. The sunset clause for this new award will be 31
May 2016.

Maritime (Ship or Container) Leasing

To promote the growth and development of ship and container financing in Singapore,
existing entities enjoying benefits under the current MFI scheme will transit to this
category of the MSI and enjoy the same tax benefits. The sunset clause for this
category is 31 May 2016.

Approved ship lessors will, subject to conditions, enjoy automatic WHT exemption on
qualifying payments made in respect of qualifying foreign loans taken to finance the
purchase or construction of both Singapore-flagged and foreign-flagged ships,
without having to apply for such approval on a case-by-case basis.

Supporting Shipping Services

To encourage supporting shipping service providers to base their operations in
Singapore, and to encourage more shipping conglomerates to conduct their ancillary
activities here, a new 5-year award will offer 10% concessionary tax rate on
incremental qualifying income derived from the provision of qualifying supporting
shipping services.

Qualifying supporting shipping services include:

a) Ship management, ship agency, and shipping freight/logistic services (currently
covered under the ASL scheme);

b) Ship broking and FFA trading (currently covered under the ship broking and FFA
trading incentive); and

¢) Qualifying corporate services.

The sunset clause for this category of MSI award will be 31 May 2016.

Further details will be released by MPA by end of May 2011.
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6. ENHANCEMENT OF GLOBAL TRADER PROGRAMME (“GTP”)
Current

Companies which make use of this programme include those trading in oil and chemicals,
agricultural commodities, and metals and minerals.

Proposed

To facilitate better risk management amongst GTP companies and strengthening
Singapore’s commodities trading and financial sectors, all trades in financial instruments
/ derivatives will now qualify for GTP if it satisfies the existing conditions of the scheme.

Concessionary tax rate on qualifying trade income will be granted.

Further details will be released by IE Singapore by end of April 2011.

7. ENHANCEMENT OF TRUSTEE COMPANY'S TAX INCENTIVE SCHEME
Current

Trustee companies approved on this scheme are enjoying a concessionary tax rate of
10% on income derived from the provision of qualifying trustee and custodian services,
trust management and administration services.

Proposed

To streamline the scheme and align the administration of the incentive with other tax
incentive schemes, the following changes will be made to the scheme:
a) A sunset clause will be introduced for the scheme — 31 March 2016.

b) Award recipients approved on or after 1 April 2011 will be offered a 10-year award
tenure;

c) All existing award recipients will automatically transit to the new framework on 1 April
2011 for a period of 10-year ending 31 March 2021; and

d) The list of qualifying activities will be expanded to include the provision of trustee and
custodian services in respect of the issue of units to foreign Collective Investment
Schemes and foreign Business Trusts with effect from 1 April 2011.

Further details will be released by MAS by end of April 2011.

8. ENHANCEMENT OF FINANCE AND TREASURY CENTRE INCENTIVE
Current
The Finance and Treasury Centre Incentive (“FTC”) confers a concessionary tax rate of

10% on income derived from undertaking qualifying activities and providing qualifying
services to approved network companies.
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To include associated companies located in Singapore as approved network companies
of a FTC (such companies hereinafter known as local network companies or “LNCs”),
the total annual revenue of these LNCs must not exceed 10% of the Group’s annual total
revenue globally (hereinafter known as “revenue ratio”). The EDB determines this
revenue ratio at the time of application and will review it subsequently at the mid-term of
the FTC award tenure.

Proposed

The revenue ratio used to determine the inclusion of LNCs will exclude related party
transactions. This is consistent with the global revenue presented in the consolidated
financial statements of the ultimate parent company where intercompany transactions
are excluded. The alignment will result in a more accurate and meaningful indicator of
the LNCs’ contribution towards the group revenue.

A sunset clause will be introduced for the FTC Incentive — 31 March 2016.

All other existing conditions of the current concession apply.

EXTENSION OF TAX INCENTIVE SCHEMES FOR PROJECT FINANCE
Current

The existing package of tax incentive schemes for Project Finance include:

a) Exemption of qualifying income from qualifying project debt securities (“QPDS");

b) Exemption of foreign-sourced interest income from offshore qualifying infrastructure
projects/assets received by approved entities listed on the Singapore Exchange
("SGX);

¢) 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;

d) Concessionary tax rate of 5% on qualifying income derived by a Financial Sector
Incentive-Project Finance (“FSI-PF”) company from:

(i) arranging, underwriting or distributing any QPDS;

(i) arranging or underwriting any qualifying project loan; and

(i) providing project finance advisory services relating to a qualifying infrastructure
project; and

e) Concessionary tax rate of 10% on qualifying income derived by an approved Trustee
Manager / Fund Manager from managing qualifying SGX-listed Business Trusts /
Infrastructure funds in relation to qualifying offshore infrastructure projects/assets.

The sunset clause for these incentive schemes is 31 December 2011.

Proposed

With the exception of the FSI-PF, the existing package of tax incentive schemes for
Project Finance will be extended till 31 March 2017.
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10.

11.

12.

The FSI-PF scheme will lapse on its expiry date of 31 December 2011. Financial
institutions can enjoy similar tax benefits of the FSI-PF under the FSI-Credit Facilities
Syndication and FSI-Bond Market tax incentive schemes.

Further details will be released by MAS by end of April 2011.

EXTENSION OF MARINE HULL AND LIABILITY INSURANCE TAX INCENTIVE
SCHEME

Current

Insurers under this scheme are enjoying tax exemption on qualifying income derived
from the carrying on of marine hull and liability insurance business for up to 10 years.

Proposed

A sunset clause will be introduced for the scheme — 31 March 2016. In addition, an
award renewal framework will be introduced for incentive recipients with effect from 19
February 2011.

Further details will be released by MAS by end of April 2011.

EXTENSION OF CAPTIVE INSURANCE TAX INCENTIVE SCHEME
Current

Insurers under this scheme are enjoying tax exemption on qualifying income derived
from the carrying on of marine hull and liability insurance business for up to 10 years.

The sunset clause for this scheme was 16 February 2011.

Proposed

The scheme will be extended until 31 March 2018. In addition, an award renewal
framework will also be introduced for incentive recipients with effect from 19 February
2011.

Further details will be released by MAS by end of April 2011.

EXTENSION AND ENHANCEMENT OF SPECIALISED INSURANCE TAX INCENTIVE
SCHEME

Current

Insurers under this scheme are enjoying tax exemption on qualifying income derived
from the carrying on of qualifying offshore specialised insurance business for a period of
five years. The specialised insurance business lines under this scheme are Terrorism,
Political, Energy and Aviation and Aerospace risks.

The sunset clause for this scheme is 31 August 2011.
Singapore 2011 Budget
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13.

14.

Proposed

The scheme will be extended till 31 August 2016.

In addition, the following enhancements will be made to the scheme with effect from 19
February 2011:
a) Agriculture insurance will be included as a new qualifying specialised insurance

business line; and
b) An award renewal framework will be introduced for incentive recipients.

Further details will be released by MAS by end of April 2011.

WITHDRAWAL OF WITHHOLDING TAX EXEMPTION SCHEME FOR FINANCIAL
GUARANTY INSURERS

Current

Financial guaranty insurers are enjoying withholding tax exemption on claim payments
made under financial guaranty insurance policies to qualifying non-residents.

Proposed

Effective from 19 February 2011, the Minister has decided to cease this scheme as it is
no longer relevant to merit a tax incentive.

LIBERALISATION OF WITHHOLDING TAX EXEMPTION FOR BANKS
Current

Approval Banks are enjoying withholding tax (WHT) exemption on interest and other
qualifying payments made to their branches or other banks outside Singapore under an
existing remission for inter-bank/ inter-branch payments granted under Section 92(2) of
the Act.

Banks can also enjoy various WHT class exemptions on payments made to non-bank
non-residents relating to specific transactions, subject to conditions (e.g. payments made
relating to OTC financial derivatives, structured products, securities lending etc.).

Proposed

To facilitate access to a wider range of funding sources for their lending business and
strengthen our position as a regional funding centre, the following enhancements will be
made to the WHT exemption regime for banks with effect from 1 April 2011:

a) WHT exemption will be granted on interest and other qualifying payments made to all

non-resident persons (excluding Permanent Establishments in Singapore) if the
payments are made for the purpose of their trade or business; and
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15.

16.

b) Entities covered under the exemption will be expanded to include banks licensed
under the Banking Act or approved under the MAS Act, finance companies licensed
under the Finance Companies Act, and approved financial institutions licensed under
the Securities and Futures Act that engage in lending as part of their regulated
activity of dealing in securities in Singapore (such as investment banks).

The WHT exemption covered by the enhancements will be applicable for:

a) Payments liable to be made during the period from 1 April 2011 to 31 March 2021
(both dates inclusive) on contracts which take effect before 1 April 2011; and

b) Payments liable to be made on contracts which take effect on or after 1 April 2011 to
31 March 2021 (both dates inclusive).

A sunset clause will be introduced, but only for the enhanced scope of WHT exemption —
31 March 2021.

Further details will be released by MAS by end of March 2011.

RENEWAL OF TAX EXEMPTION SCHEME FOR INCOME DERIVED FROM
STRUCTURED PRODUCTS

Current

Income derived by non-resident non-individuals from any structured product offered by a
financial institution in Singapore is exempt from tax, subject to conditions. This is
applicable to payments made on structured products where the contracts take effect, are
renewed or extended during the period from 1 January 2007 to 31 December 2011.

In addition, income derived by individuals from any structured product offered by a
financial institution in Singapore is exempt from tax, subject to conditions.

Proposed

The existing tax exemption scheme for income derived from structured products will be
extended to 31 March 2017.

However, the current tax exemption for individuals on income from structured products
will remain.

All other existing conditions of the current scheme will apply.

EXTENSION OF TAX DEDUCTION FOR EMPLOYEE EQUITY-BASED
REMUNERATION (EEBR) SCHEME

Current

A company can enjoy tax deduction on the cost it incurred on the shares for fulfilling its
obligations under its EEBR scheme, if it buys back its own shares from the market or

buys its parent company’s shares from the parent company. The shares have to be
“treasury shares” for the purpose of enjoying the tax deduction under the Income Tax Act.
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17.

However, no tax deduction is allowed on the costs recharged to a company by its parent
company, in respect of its parent company’s newly issued shares to fulfil the company’s
EEBR obligations.

Proposed

In recognition that a company may set up SPVs to act as trustees to acquire its parent
company’s shares for its EEBR scheme, the Minister has decided to grant company tax
deduction for the cost incurred to acquire its parent company’s shares through a SPV for
the fulfilment of its EEBR obligations where:

a) The SPV is set up, as a company or a trust, solely to administer the EEBR scheme(s)

for companies within the group; and

b) The SPV acquires the parent company’s shares from the parent company or the
market and holds them in trust for the employees of the companies within the group
for the EEBR scheme(s).

The tax deduction is based on the lower of:
a) The amount paid by the company to the SPV for the parent company’s shares; and

b) The cost incurred by the SPV to acquire the parent company’s shares,

less any amount recovered from the company’s employees for the parent company’s
shares.

This will take effect from the Year of Assessment 2012, which relates to the basis period
in which the company is eligible to claim a tax deduction in respect of the shares and:
a) applies the parent company’s shares for the benefit of its employees under its EEBR

scheme through a SPV; or
b) is liable to pay the SPV for the shares transferred,
whichever is later.

As is currently the case, no deduction will be allowed in respect of the costs incurred by
the company in the purchase of its parent company’s newly issued shares through the
SPV.

Further details will be released by IRAS by end of June 2011.

ENHANCEMENT OF CLAIM FOR PRE-COMMENCEMENT EXPENSES
Current

Expenses incurred prior to date of business commences operation are not expenditures
that are wholly and exclusively incurred during that period by that person in the
production of income. Hence, these expenses are not tax deductible expenses.

Proposed

To facilitate the starting up of businesses, the Finance Minister has decided to allow
businesses to claim pre-commencement revenue expenses incurred in the accounting
year immediately preceding the accounting year in which they earn the first dollar of
trade receipts.

Singapore 2011 Budget
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18.

19.

The change is effective from Year of Assessment (“YA”) 2012. Thus, businesses can
claim pre-commencement revenue expenses incurred from accounting year 2010 (YA
2011) if the first dollar of trade receipts is earned in or after accounting year 2011 (YA
2012).

Example of a company incorporated on 1 Jun 2010 with accounting year end 31 Dec

The accounting periods for the relevant YAs are as follows:
a)YA 2011: 1 Jun 2010 to 31 Dec 2010 (7 months)

b)YA 2012: 1 Jan 2011 to 31 Dec 2011 (12 months)

Suppose the company earns its first dollar of trade revenue on 15 Feb 2011 (i.e. in FY
2011, or YA 2012).

With the enhanced concession, the company can claim in YA 2012 expenses incurred
during both the periods 1 Jun 2010 to 31 Dec 2010, and 1 Jan 2011 to 31 Dec 2011.
Previously, it would have been able to claim only the expenses incurred from 1 Jan to 31
Dec 2011 in YA 2012.

All other existing conditions of the current concession apply.

Further details will be released by IRAS by end of June 2011.

INCREASE IN FOREIGN WORKER LEVIES (“FWL")

The Minister will increase FWL for all sectors this year, which will be phased in six-
monthly intervals, starting only from 1 January 2012, and extending till 1 July 2013.

The amount of levies that will be increased is as follows:-

Sectors By July 2013
Manucturing and Services $60/- per month
Services and Contruction $180/- per month
Construction $200/- per month

The levy rate for “S-Pass” holders will be increased from $50/- prior to the adjustments
made on 1 July 2010, to $300/- to $450/- by July 2013, depending on the number of “S-
Pass” holders hired by the companies.

VOLUNTARY MEDISAVE CONTRIBUTIONS BY ELIGIBLE COMPANIES TO SELF-
EMPLOYED PERSONS (“SEPS”)
Current

Voluntary contributions made by Companies to SEPs’ Medisave Accounts are not tax
deductible for Companies, and are not tax exempt in the hands of the SEPs.

Singapore 2011 Budget
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20.

21.

Proposed

Eligible companies that make voluntary contributions to SEPs’ Medisave Accounts from
1 January 2011 will be given tax deduction.

The qualifying conditions for the tax benefits include:
a) There must be a valid contract between the eligible company and the SEP, which is
in force when the contributions are made, and which provides for:
(i) the rental or loan of assets by that company to the SEP, for the SEP to carry on
his trade, profession, business or vocation; or
(i) the provision of services by the SEP to that company, where the SEP and that
company are in the same trade, profession, business or vocation.
b) For any calendar year, tax benefits will be given for contributions not exceeding
$1,500 per SEP, and within the CPF Annual Limit and Medisave Contribution Ceiling.

Such contributions will be tax-exempt in the hands of SEPs.

For a SEP who is concurrently an employee, he can enjoy tax exemption on voluntary
Medisave contributions up to a maximum of $1,500 per calendar year made by his
employer through the Additional Medisave Contribution Scheme, as well as by the
eligible companies.

SPECIAL EMPLOYMENT CREDIT FOR EMPLOYERS

A one-off Special Employment Credit will be given to employers who hired low-income
($1,700/- per month and below) older Singaporean workers, which will be paid out over
three years. The credit will be up to 50% of employer’'s CPF contributions for workers
aged 55 to 59. Higher Credit of up to 80% of employer’'s CPF contributions will be given
for employing workers aged 60 and above.

REMOVAL OF RADIO AND TV LICENCE FEE

Current

Prior to 1 January 2011, commercial premises are compulsory required to pay licence
fees as follows:-

Hospitals $ 55.00 per TV set per year.
Hotels $ 82.50 per TV set per year in at least 90% of the rooms.
Radios and TV sets dealers $330.00 per year.
Commercial vehicles $ 27.00 per radio set per year.
Proposed

Effective from 1 January 2011, all radio and TV licence fees will be permanently
removed as Public Service Broadcasting will now be funded from the general tax
revenue.

Further details will be released by Media Development Authority soon.

Singapore 2011 Budget
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GOODS AND SERVICES TAX (GST)

1. TAXRATE
Current

Since July 2007, GST registered traders are compulsory required to charge and account
GST at 7% on all taxable supplies.

Proposed

The existing GST rate has remained unchanged at 7%.

2. GST MEASURES FOR THE BIOMEDICAL INDUSTRY
Current

Local intermediaries who import clinical trial materials on behalf of overseas persons into
Singapore for local testing are not able to recover the GST payable. For clinical trial
materials imported for re-export or disposal, there are various means where the
importing intermediary may either claim back the GST paid or be relieved of import GST,
but this entails GST compliance cost for the local intermediary.

The Approved Contract Manufacturer and Trader (“ACMT”) scheme allows an approved
contract manufacturer to disregard his supply of value-added services to his overseas
client, subject to certain qualifying conditions. Currently, the scheme is available only to
the semiconductor and printing industries.

Proposed

To encourage clinical research activities to take root in Singapore, GST relief will be
granted upfront on all clinical trial materials imported into Singapore, irrespective of
whether the clinical trial materials are for local testing, re-export or for disposal in
Singapore. This measure will support the growth of local clinical trials as well as ease the
GST compliance burden for such businesses engaged in clinical trial.

To relieve irrecoverable GST cost incurred by their overseas client, the ACMT scheme
will be extended to qualifying biomedical contract manufacturers. In addition, further
enhancements will be made to the ACMT scheme and can be enjoyed by all industries
approved under ACMT, as follows:

a) Disregard services rendered by local contract manufacturer on failed or excess

production under the ACMT scheme; and
b) Allow local contract manufacturers to recover GST on local purchases of goods
made by the overseas client for use in the contract manufacturing process.

These changes will take effect from 1 October 2011.

Circulars to explain the changes and operational details will be published by IRAS &
Singapore Customs by 1 September 2011.
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3. GST MEASURES FOR THE MARINE INDUSTRY (PHASE 2)
Current

Sale and rental of goods (including stores and merchandise) for use or installation on a
‘ship’ can be zero-rated under certain scenarios, provided that the supplier maintains the
requisite documentary proof.

In addition, repair and maintenance services performed on ship and ship parts or
components may qualify for zero-rating if:
a) The repair or maintenance is carried out on board the ship;

b) Any part or component of the ship is removed for repair and reinstalled on the ship;

¢) Any part or component of the ship is removed for repair and returned to the ship as a
spare; or

d) Any part or component of the ship is removed and replaced by an identical part or
component.

Proposed

Effective from 1 October 2011, a new GST scheme will be introduced to allow ‘approved
marine customers’ to buy or rent goods without having to pay GST, as long as they are
for use or installation on a commercial ship that is wholly for international travel. This
means that the supplier may zero-rate the supply of such goods to an ‘approved marine
customer’ without having to maintain the requisite documentary proof.

Zero-rating of repair and maintenance services will also be extended to include the
following scenarios:
a) repair or maintenance services performed on ship parts or components which are

delivered to:
0] Shipyards in Singapore; or
(i) Approved Marine Customers; and

b) In addition, where the supplier provides a reconditioned ship part or component in
exchange for the faulty part (e.g. 1-for-1 exchange) to his customer, such
arrangements will be treated as a single supply of repair services.

The following changes will also be introduced to ease GST compliance for ships which
are in Singapore only for a temporary period of time and intend to leave Singapore as
soon as possible:

a) Remove documentary requirements (for GST relief) for a qualifying ship engaged in

pleasure, recreation, sports or other similar events; and
b) Grant import GST relief (and waive documentary requirement) on goods shipped and
remained on board a qualifying ship.

Circulars to explain the changes and operational details will be published by IRAS &
Singapore Customs by 1 September 2011.
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4. ZERO-RATING SCHEME FOR SPECIALISED STORAGE AND OTHER VALUE-
ADDED SERVICES SUPPLIED TO OVERSEAS PERSONS ON PRESCRIBED
GOODS TO BE EXPORTED EVENTUALLY

Current

Services performed on goods stored in a warehouse in Singapore are standard-rated
unless they are supplied to overseas persons and the goods are exported. Where goods
are stored for an extended period of time, businesses face difficulty in establishing that
the goods will be exported when they bill their overseas customer.

The provision of space for the warehouse operator’'s business of storing goods is also
standard-rated.

Proposed

Specialised warehouses store high-value goods such as art and antiques. These goods
mostly belong to overseas persons, and are held in the warehouses for eventual
shipment abroad.

To promote the use of such specialised storage facilities and other supporting services
such as valuation and conservation, the Minister has decided to allow zero-rating for
specified services supplied to overseas persons, if they are performed on certain goods
kept in approved warehouses in Singapore.

To qualify for the zero-rating scheme, amongst other conditions, the specialised
warehouse must have mostly overseas customers (at least 90%) and the majority of
goods (at least 90%) removed from the warehouse are exported. Approval for the
warehouses will be administered under a new scheme.

The new scheme is effective from 1 October 2011.

Circular to explain details of the scheme will be published by IRAS by 1 September 2011.
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Current

1. ONE-OFF TAX REBATE

INDIVIDUALS AND HOUSEHOLDS

No rebate was granted for resident individual taxpayer for Year of Assessment (“YA”)

2010.

Proposed

A one—off personal income tax rebate of 20% will be granted to all resident-individual
taxpayers for YA 2011. The rebate will be capped at $2,000 per taxpayer.

It is anticipated that about 90% of the taxpayers will be able to receive the full $2,000/-

rebate.

Reduction in Marginal Personal Income Tax Rates

Current Tax Structure (i.e. YA 2011 and before) Tax Structure with effect from YA 2012
Chargeabl | Tax Rate | Gross Tax Chargeabl | Tax Rate | Gross Tax
e lncome* (%) Payable (%) elncome* (%) Payable (%)
%) 6)
On thefirst 20,000/- 0 0 On thefirst 20,000/- 0 0
On the next 10,000/- 3.50 350/- On the next 10,000/- 2 200
On thefirst 30,000/- - 350 On thefirst 30,000/- - 200
On the next 10,000/- 5.50 550/- On the next 10,000/- 35 350
On thefirst 40,000/- - 900 On thefirst 40,000/- - 550
On the next 40,000/- 8.50 3,400/- On the next 40,000/- 7 2,800
On thefirst 80,000/- - 4,300 On thefirst 80,000/- - 3,350
On the next 80,000/- 14.00 11,200/- On the next 40,000/- 115 4,600
On the next 40,000/- 15 6,000
On thefirst 160,000/- - 15,500 On thefirst 160,000/- - 13,950
On the next 160,000/- 17.00 27,200/- On the next 40,000/- 17 6,800
On the next 120,000/- 18 21,600
On thefirst 320,000/- - 42,700/- On thefirst 320,000/- - 42,350
In excess of 320,000/- 20.00 In excess of 320,000/- 20

* Chargeable income = Income after tax reliefs

The new tax structure effective from YA 2010 will lower the personal income tax burden
and make the personal income tax regime more progressive. All taxpayers will pay less
personal income tax on the same income under the new structure, but middle —income
earners will enjoy the largest percentage reduction in taxes.

2. GROWTH DIVIDENDS FOR SINGAPOREANS

The government will distribute @rowth dividends@o all Singaporeans aged 21 and above,
depending on his income for 2010 and the value of his home as shown below:
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3.

CASH HANDOUTS

Annual Value of Residence (as at December 2010)
Incomefor 2010
Up to $7,000/- $7,001/- to Morethan
$13,000/- $13,000/-
Up to $30,000/- $800 $600 $300
$30,001/- to
$100,000/-
Morethan $100
$100,000/-
NSFSNSmen +$100
The payout will be made as below:-
< 2011 2012
Jan | Feb | Mar | Apr | May | May | June | July | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar

1

15

Growth dividends
M edisave Top-up
Workfare Special
Bonus
U-Saverebate

S& CC rebate
Rental rebate
Child Development
Credit

INCREASE IN EMPLOYER CPF CONTRIBUTION

With effect from September 2011, employer CPF contributions will be raised by 0.5 per
cent to 16 per cent. This increase in contribution will be credited to the employee’s CPF
Special Account which earns more interest. In addition, the salary ceiling for CPF will be
raised to $5,000/- per month.

217-
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4. TOP-UPS OF MEDISAVE ACCOUNTS FOR SINAGPOREANS AGED 45 AND
ABOVE

A special top-up to the CPF Medisave Accounts of older Singaporeans aged 45 and
above will be made in 2011 based on annual assessable income and the annual value of
their residential home.

Annual Value of Residence
Annual Assessable Income (Al) as at December 2010
for Year of Assessment 2010
Up to $7,000/- More than $7,000/-
Aged 45 — 49: Aged 45 - 49:
$300/- $200/-
Aged 50 — 59: Aged 50 — 59:
$400/- $300/-
Aged 60 — 69: Aged 60 — 69:
Up to $30,000/- $500/- $400/-
Aged 70 — 79: Aged 70 — 79:
$600/- $500/-
Aged 80+: Aged 80+:
$700/- $600/-
$30,001/- - $100,000/-

5. ENHANCEMENT TO DEDUCTIONS ON DONATIONS
Current
Donation made to Institutions of Public Character (“IPCs”), Government and other

approved recipients qualify for double tax deduction. For those donations made to
approved institute was enhanced to 250% for the period from 1 Jan 2009 to 31 Dec 2010.

Proposed

The enhanced 250% donations made to Institutions of Public Character (“IPCs”),
Government and other approved receipts will be extended for another five years for the
period from 1 Jan 2011 to 31 Dec 2015.

Above was no change to the existing criteria to qualify for tax deduction.

6. EXEMPTION OF ALIMONY AND MAINTENANCE PAYMENTS, AND EXCLUSION OF
EX-SPOUSES FROM CLAMING SPOUSE RELIEF AND HANDICAPPED SPOUSE
RELIEF
Current
Taxpayers are liable to tax on the receipt of alimony and maintenance payments from

their former spouses or spouses, if these payments are payable under a Court Order or
Deed of Separation.
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Taxpayers can claim the spouse relief or handicapped spouse relief for maintaining their
former spouses, when they make the alimony payments under a Court Order.

Proposed

Taxpayers will be exempted from tax on alimony and maintenance payments received
under Court Order or Deed of Separation.

Spouse relief and handicapped spouse relief will no longer be granted to taxpayers for
maintaining their former spouses.

These changes will be effective from YA 2012.

NEW CHILD DEVELOPMENT CREDIT SCHEME

A new child development credit scheme was introduced for all Singaporean children
aged six and below. The child is eligible for the new credit if:-

born between 1/1/05 to 31/12/11;
parents mush have a CDA for each child;

The payout for the new child development credit will start in July 2011 and can be used
to pay for the children® pre-school, childcare and medical expenses. Some 80% of
families with young children will receive $400/- a child. The remaining 20% who are
better-off will receive $300/-.

FINANCIAL ASSISTANCE FOR NEEDY STUDENTS

The government will top-up to the Boards of Special Education (“SPED”) schools with an
average of $15,000/- each school. While, the MOE Financial Assistance Scheme will be
extended by fully subsidies to pupils from lower-income families in SPED schools for
their school fees, uniforms, textbooks and 75% of exam fees.

In addition, the government will raise bursaries for university undergraduates and
diploma students at the local polytechnics, the Nanyang Academy of Fine Arts and the
Lasalle College of the Arts. University students who get the first tier of bursaries — who
are those from the bottom one-third of households - will benefit from, an 80% increase in
bursaries, from $1,600/- a year to $2,900/- a year. Diploma students from the bottom
third of household incomes will get enough to cover 80% of their fees.

WORKFARE INCOME SUPPLEMENT (*WIS”) SCHEME - ONE-OFF SPECIAL
BONUS

This Scheme was introduced in 2007 to supplement the wages and CPF savings of older
low-wage workers as well as to encourage them to stay employed.

A one-off Special Bonus payment will be given for work done in year 2010 to 2012.
Employees will receive these bonuses fully in cash.
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10.

The Minister has now proposed two Bonus payments, with the first on 15 May 2011 and
thereafter in 2012. Self-Employed Persons who make their Medisave contributions will
also benefit by receiving half of their bonus in cash, and the other half credited to their
CPF Medisave accounts.

INCREASE IN PUBLIC ASSISTANCE (“PA”) SCHEME, SINGAPORE ALLOWANCE
AND THE ELDERCARE FUND

The government will top-up funds to:-

a)

b)

c)

PA Scheme

This Scheme provides a monthly grant to financially distressed Singapore citizens,
who by reason of age, illness, disability or unfavorable family circumstances, are
unable to work, have no means of subsistence and no one to depend on.

For a single-person household, the PA rates will be raised from $360/- to $400/- a
month, with corresponding adjustments for larger households and for the children.

Singapore Allowance

To help lower-income government pensioners, the Government will increase the
Singapore Allowance by $20/- per month to $260/-. This will raise the monthly
pension ceiling to $1,190 and benefit about 10,000 pensioners.

The ElderCare Fund

This endowment fund is used to finance operating subsidies to nursing homes run by
Voluntary Welfare Organisations (“VWOs").

The Government will top up another $700 million to reach its previous target size of
$2.5 billion to the ElderCare Fund to provide a 40% increase in funding to support
VWOs in the sector. With this top-up, the government will be able to provide a 40%
increase in funding to support VWOs in the sector.

The target size of the ElderCare Fund will be raised to $3 billion.
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11.

12.

13.

UTILITIES AND CONSERVANCY REBATES

As with past years, Singaporeans living in HDB flats will be credited with U-Save and
S&CC rebates in year 2011 based on their HDB flat type as below: -

HDB flat type U-Save rebate S&CC rebate
($) (number of months)
1-room 360 3
2-room 360 3
3-room 340 2
4-room 320 2
5-room 270 1.5
Executive 235 1

SPECIAL CPF HOUSING GRANT (*SHG”)

This grant was introduced to help low-income families making a first-time purchase of a
Build-to-Order flat, on top of the existing Additional CPF Housing Grant of $40,000/-.
This SHG is to provide families with household income of up to $2,250/- per month.
Further details will be released by the Minister for National Development (“MND”) in the
Committee of Supply Debate (“CSD”) soon.

REMOVAL OF RADIO AND TV LICENCE FEES

Current

Up to 21 December 2010, households that own at least one TV set pay $110/- license
fee per year. In addition, vehicle owner pay $27/- license fee for their radio set annually.

Proposed

Effective from 1 January 2011, the $110 TV license fee and $27 annual fee for vehicle
radio will be permanently removed as Public Service Broadcasting will now be funded
from the general tax revenue.

Further details will be released by Media Development Authority (“MDA”) soon.
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STAMP DUTY

1. STAMP DUTY RELIEF FOR COMPANY COMMERCIAL INTO LIMITED LIABILITY
PARTNERSHIP (“LLP")

Current

Stamp duty relief is given for the transfer of assets upon conversion of an existing firm
(ordinary partnership) to a Limited Liability Partnership (“LLP”) provided at the date of
conversion the partners, assets and capital contributed by each of the partner of the LLP
remains the same as in the original firm.

Proposed

To provide businesses with the flexibility in organisational restructuring, stamp duty relief
will be extended to cover the conversion of an existing company to a LLP if the
following conditions are met at the date of conversion: -

a) The shareholders of the existing company remain as the partners (“original partners”)

of the new LLP;

b) The assets of the new LLP are those of the existing company;

c) The percentage of partnership interests of each of the partners in the new LLP have
to remain the same as the shareholding percentages of each of the shareholders in
the existing company; and

d) Atleast 75% of the composition of the partnership interest in the LLP should remain
the same for two years.

The relief will be disallowed should the partnership interests, chargeable assets or
composition of partnership interest be disposed off within 2 years from date of
conversion.

The relief will take effect on or after 19 February 2011.

Further details will be released in IRAS e-tax guide on 18 February 2011.

2. EXTENSION OF STAMP DUTY REMISSION IN EXCESS OF $50 TO COVER
ABORTED LEASE CONTRACTS OR AGREEMENTS.

Current

Stamp duties paid in excess of $50/- (to cover administrative costs) are remitted for
aborted Sale and Purchase (“S&P”) agreements that do not qualify for refund of stamp
duty under Section 22(6) of the Stamp Duties Act.

Proposed

Effective from 19/2/2011, stamp duty remission will be extended to similar aborted lease
contracts or agreements. Stamp duty in excess of $50/- will be remitted for aborted
leases, subject to qualifying conditions as follows:
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f)

The lease contract or agreement is rescinded or annulled on or after 19 February
2011;

The lessee has not rescinded or aborted the lease contract or agreement with a view
to facilitate the lease of the property by the lessor to another person;

The executed lease instrument has not been made used for any purpose;

The lease period of the property has not commenced;

The application for remission is made within 6 months from the date of annulment or
rescission of the lease contract or agreement. The Commissioner of Stamp Duties
will be given the discretion to extend the application for remission beyond six months;
and

The original lease contract or agreement is surrendered to the Commissioner of
Stamp Duties for cancellation.

Further details will be released in IRAS e-tax guide on 18 February 2011.

REMOVAL OF MOST NOMINAL/FIXED STAMP DUTIES

Current

Prescribed documents not liable for ad valorem stamp duty are liable for nominal/fixed
duties of $2/- to $10/-.

Proposed

To reduce the compliance costs for taxpayers, the fixed or nominal duties on the
following documents executed on or after 19 February 2011 will be removed:

Fixed duty documents:-

a)
b)
c)
d)

e)

Lease not otherwise specially charged with ad valorem duty.

Transfer of property to / from trustees where beneficial owner remains the same.
Other transfer instrument not otherwise specially charged with duty.

Documents affecting a partition of immovable property where each owner does not
receive any excess benefit.

Surrender of lease where no consideration is paid.

Nominal duty documents:-

a)
b)
c)

d)

e)

f)
9)

Duplicates and Counterparts.

Lease executed in pursuance of an agreement duly stamped for ad valorem duty.

A conveyance or transfer document for a transaction on which the assignment,
contract or agreement has been duly stamped for ad valorem duty.

Any subsequent contract or agreement for sale executed for the same transaction
and where ad valorem duty has been paid on one such earlier contract or agreement
for sale.

Transfer of property following a foreclosure order which is duly stamped for ad
valorem duty.

Mortgage executed in pursuance of an agreement duly stamped for ad valorem duty.
Subsequent instrument executed in conjunction with a security which is duly stamped
with ad valorem duty.
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h) Settlement executed in pursuance of an agreement duly stamped with ad valorem
duty.

i) Transfer of registered stock or marketable security intended as a security following
an instrument executed under hand.

In addition, the $10 duty pursuant to remission given under Stamp Duties (Transfer of
HDB Flat within Family) will be removed for any instrument executed on or after 19
February 2011 relating to a transfer of HDB flat within a family.

Documents relating to transactions which confer _a change in beneficial ownership
interests in the underlying properties will continue to be liable for ad valorem duty. The
fixed duty of $10 on Declarations of Trust, where beneficial ownership does not pass, will
also be retained.

Further details will be released in IRAS e-tax guide on 18 February 2011.
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OTHER TAX CHANGES

1. EXCISE DUTIES FOR TOBACCO PRODUCTS
To discourage individuals from picking up or continuing to use such tobacco products,
the government will raise the excise taxes by between 5% and 10% on two classes of
non-cigarette tobacco products as follows: -
Beedies, ang hoon and smokeless tobacco, from $181/kg to $199/kg (+10%)
Unmanufactured tobacco, cut tobacco and tobacco refuse from $300/kg to $315/kg
(+5%)

The above will take effect from 18 February 2011.

2. EXTENSION OF GREEN VEHICLE REBATE (“GVR”) SCHEME
Current

Green vehicles currently qualify for a 40% rebate on the Additional Registration Fee
(“ARF™).

Proposed

To encourage more motorist to use Green Cars, the GVR scheme will be extended for
one year till 31 December 2012 as below: -

Type of Vehicles Open Market
Value

Hybrid and electric passenger vehicles 40%

Hybrid and electric buses and commercial 5%

vehicles

Electric motorcycles 10%
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Appendix |

Example: How your company benefits from the PIC tax deduction and cash payout

Y ou spent $400,000 on automation equipment and $100,000 to train your staff.

Current PIC scheme
Claim atax deduction of $1,100,000*

Tax savings® = $187,000

OR

Convert $300,000 tax deduction into cash of
$21,000 + claim remaining tax deduction of
$800,000

PIC cash + tax savings’ = $157,000

*$850,000 ($300,000 x 250% + $100,000 x 100%) for
automation equipment + $250,000 ($100,000 x 250%)
for staff training

~$1,100,000 x 17% = $187,000
# $800,000 x 17% = $136,000

~

New PIC scheme
Claim atax deduction of $2,000,000*
Tax savings™ = $340,000
OR

Convert $100,000 training expenditure into
cash of $30,000 + claim remaining tax
deduction of $1,600,000

PIC cash + tax savings’ = $302,000

*$1,600,000 ($400,000 % 400%) for automation
equipment + $400,000 ($100,000 x 400%) for staff

training

#$1,600,000 x 17% = $272,000.

Example: How your company can reduce your cor por ate taxeswith PIC

mur accounting profits = $200,000. Y ou invested $40,000 in automation equipment.

Net profit per account (A)
Add: Cost of automation equipment

Normal / enhanced capital allowance
Chargeable income
Partial tax exemption*

Less:

B

Tax payable @ 17%** (B)

.

Chargeable income after tax exemption

Tax payableasa % of net profit (B)/ (A)

7$2,000,000 x 17% = $340,000

Without PIC ($) With PIC ($)

200,000 200,000

40,000 40,000

240,000 240,000

(40,000) (160,000)

200,000 80,000
(102,500) (42,500)

97,500 37,500

16,575 6,375

8.3%

3.2y

*75% of the first $10,000 and 50% of the next $290,000 of a company’ s chargeable income is exempt from tax.
**Based on corporate tax rate of 17%. If the business is a sole-proprietorship or a partnership, the tax savings
will be based on the tax rate applicable to the sole-proprietor or partner.

Singapore 2011 Budget

-26-



An Example On How Foreign Tax Credit (“FTC”) Pooling Works

Appendix Il

A Singapore Company X received dividend income from Foreign Country A and royalty
income from Foreign Country B in June 2011. Both these incomes would be considered
foreign income (“FI”). Company X incurred foreign income taxes on these foreign incomes in
Countries A and B respectively where the headline tax rate of Countries A and B in the year
2011 is at least 15%. Company X is entitled to claim for FTC on these FI under the Income

Tax Act.

Foreign income taxes paid on the Fl

Foreign Foreign Total
Country A Country B S$
S$ S$
Fl remitted 10,000 20,000 30,000
Foreign income taxes paid 500 5,000 5,500
Comparison of the existing FTC system and the new FTC pooling system
Existing FTC System New FTC
pooling
System
Foreign Foreign Total Total
Country A | Country B S$ S$
S$ S$
1) Foreign income taxes paid 500 5,000 5,500 5,500
2) Singapore tax payable on the 17% x 17% x 1,700 + 1,700 +
FI (based on prevailing 10,000 20,000 3,400 3,400
corporate tax rate of 17% for =1,700 = 3,400 = 5,100 =5,100
illustrative purposes)
3) FTC available (capped at the
lower of 1) foreign income taxes 500 3,400 (3,900) (5,100)
paid and 2) Singapore tax
payable)
4) Net Singapore taxes payable < 1,200 0
on the FI after offsetting FTC [2)
minus 3)]
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Benefits to Company X with the new FTC pooling system

Decrease in net Singapore tax payable on the Fl as a result of S$1,200 S$$1,200
increase in FTC with the new FTC pooling system

Before the introduction of the FTC pooling system, Company X is only able to claim FTC of
S$3,900, based on the lower of the foreign taxes paid and Singapore tax payable on each
particular stream of the remitted FI.

With a FTC of S$3,900, the company will have to pay S$1,200 Singapore tax on the
S$30,000 remitted FI from Countries A and B.

With the new FTC pooling system, for the example above, the company will now be able to
enjoy a higher FTC of S$5,100 and pay S$1,200 less Singapore tax on the remitted FI from
Countries A and B. This is because the FTC is computed on a pooled basis, based on the
lower of the pooled foreign taxes paid on all qualifying remitted FI and total Singapore tax
payable on such income.

IRAS will release details on the FTC pooling system by June 2011.
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