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- Overview

@ Enhancing Business Competitiveness

— Liberalisation of the Tax Exemption Scheme for
New Start-up Companies

— Equity-Based Remuneration Schemes

— Special Allowance for Fixtures, Fittings &
Installations

— Incentives for the Maritime Sector

— 10% Concessionary Tax Rate for Approved
Insurance and Reinsurance Brokers
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- Overview
of Singapere

@ Attracting Talent

— Enhancement of the Not Ordinarily Resident
(NOR) Scheme

@ Encouraging Portable Medical Benefits
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e Overview

@ Other changes relating to:
— Unilateral Tax Credit
— Financial Sector Incentive
— Personal Income Tax
— Estate Duty
@ R & D Regime in Singapore
— Overview of R&D Regime
— Highlights of R&D tax measures
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Inland Revenue

ol Singapore

Enhancing Business
Competitiveness
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Liberalisation of the Tax Exemption Scheme for New
Start-up Companies

— Equity-Based Remuneration Schemes

— Special Allowance for Fixtures, Fittings &
Installations

— Promoting the Maritime Sector

— 10% Concessionary Tax Rate for Approved
Insurance and Reinsurance Brokers
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@ Liberalisation of the Tax Exemption

Inland Revenue

. Scheme for New Start-Up Companies

Overview of Tax Exemption Scheme
@ Qualifying companies enjoy:

— Full tax exemption on Normal Chargeable Income up to
$100,000; and

— Tax exemption of 50% up to the next $200,000 of Normal
Chargeable Income.
@ Companies must meet all the following qualifying
conditions:
1) A Singapore-incorporated company
2) Tax resident in Singapore for that YA
3) Not more than 20 shareholders }Throughout the
4) All shareholders are individuals J relevant basis period
5) Inits first 3 YAs from incorporation
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@ Liberalisation of the Tax Exemption
" Scheme for New Start-Up Companies
WEF YA 2009

@ Scheme is extended to newly incorporated company
that has corporate shareholders.

@ At least one individual shareholder holds at least
10% of issued ordinary shares.
— Individual can be Singaporean or foreigner.

@ Other conditions remain
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Qj Liberalisation of the Tax Exemption

Inland Revenue

— Scheme for New Start-Up Companies

Example

@ Company A was incorporated on 1 Jan 2007 (with a
basis period ending on 31 Dec)

@ Company A has 9 corporate shareholders and 1
individual shareholder holding 10% of issued ordinary
shares, from 1 Jan 2007 to 31 Dec 2009.

1st YA YA 2008 Does not qualify
2nd YA YA 2009 Quialifies
3rd YA YA 2010 Quialifies
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@ Liberalisation of the Tax Exemption
" Scheme for New Start-Up Companies
Example

@ Company B was incorporated on 1 Jan 2007 (with a
basis period ending on 31 Dec)

@ From 1 Jan 2007 to 30 Jun 2008, Company B had 10
corporate shareholders.

@ On 1 Jul 2008, an individual bought over 10% of
Company B’s issued ordinary shares.

@ Arrangement continues to 31 Dec 2009.

1st YA YA 2008 Does not qualify
2nd YA YA 2009 Does not qualify

3rd YA YA 2010 Quialifies
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@m Tax Changes in Budget 2008

Authosity
af Singapare

@ Enhancing Business Competitiveness

— Liberalisation of the Tax Exemption Scheme for
New Start-up Companies

- Equity-Based Remuneration Schemes

— Special Allowance for Fixtures, Fittings &
Installations

— Promoting the Maritime Sector

— 10% Concessionary Tax Rate for Approved
Insurance and Reinsurance Brokers
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L~ Equity-Based Remuneration Schemes

al Singapore

Before 16 Feb 2008
@ Equity Remuneration Incentive Schemes (ERIS):
(i) Entrepreneurial Employee Equity-Based
Remuneration (EEEBR) Scheme
(i) Company Employee Equity-Based Remuneration
(CEEBR) Scheme
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L Equity-Based Remuneration Schemes

ol Singapare

WEF 16 Feb 2008
@ Equity Remuneration Incentive Schemes (ERIS):

(i) ERIS (SMEs) No Change!

(i) ERIS (All Corporations) Enhancement!

(i) ERIS (Start-Ups) NEW!
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L~ Equity-Based Remuneration Schemes

of Singapare

ERIS (All Corporations)
@ Change to Qualifying Conditions

Before 16 Feb 2008 WEF 16 Feb 2008

1 | @ Offer stock options/ share | @ Offer stock options/ share awards

awards under any ESOP/ under any ESOP/ ESOW Plan to at
ESOW Plan to at least 50% | |east 25%0 of the employees of
of the employees of the the qua||fy|ng company

qualifying company @ Applicable to tranches of stock

options/ share awards granted on
or after 16 Feb 2008.

Note: Condition 1 - Formula to compute percentage of employees can be found in the circular “Changes to Tax
Treatment of Employee Stock Options and Other Forms of Employee Share Ownership Plans” dated 31 Aug 2002.
<WWW.iras.gov.sg>
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L Equity-Based Remuneration Schemes

ol Singapare

ERIS (Start-Ups)

@ Tax Exemption granted
— On 75% of gains from ESOP/ ESOW plans
— Up to $10m of gains
— Over a 10-year period

@ ESOP/ ESOW granted during the qualifying period
from 16 Feb 2008 to 15 Feb 2013, provided the
scheme criteria are met.

@ ESOP/ ESOW must be granted within the first 3
years of incorporation of the qualifying company.
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L~ Equity-Based Remuneration Schemes

of Singapare

ERIS (Start-Ups)
@ Qualifying Company
Same { 1) A Singapore-incorporated company;

as ERIS 2) Must carry on business in Singapore;

3) Aggregate market value of gross assets (at time of grant
of options/ shares) does not exceed $100m;

4) At least one individual shareholder holding at least 10%
of total issued ordinary shares.

(SMEs)
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L Equity-Based Remuneration Schemes

ol Singapare

ERIS (Start-Ups) — Examples

(1) Company C was incorporated on 1 Jan 2008.
Company C grants ESOP/ ESOW on 1 Jan 2013.
Meets all other qualifying company conditions.
mmmm) Does not qualify for ERIS (Start-Ups).

Because:
—  Grant of ESOP/ ESOW not during 3 years of incorporation

— Even though ESOP/ ESOW was granted within the
qualifying period (16 Feb 2008 to 15 Feb 2013)
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L~ Equity-Based Remuneration Schemes

of Singapare

ERIS (Start-Ups) — Examples

(2) Company D was incorporated on 1 Jan 2011.
Company D grants ESOP/ ESOW on 1 Apr 2013.
Meets all other qualifying company conditions.
mmm) Does not qualify for ERIS (Start-Ups).

Because:

— ESOP/ ESOW was not granted within the qualifying period
(16 Feb 2008 to 15 Feb 2013)

— Even though ESOP/ ESOW was granted within the first 3
years of incorporation

A
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L Equity-Based Remuneration Schemes

ol Singapare

Summary of ERIS
ERIS (Start-Up)  ERIS (SMESs) ERIS (All

Corporations)

Tax 1) ESOP/ ESOW 1) No window 1) No window period
Exemption | granted during 16 | period

Feb 2008 — 15 Feb

2013

2) Tax exemption | 2) Tax exemption |2) Tax exemption on:

on 75% of gains | on 50%6 of gains - First $2,000; and

- 25% of remaining
gains

3) Up to $10m 3) Up to $10m 3)Up to $1m

4) Over a 10-year |4) Over a 10- 4) Over a 10-year

period year period period

e e e
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[ - Equity-Based Remuneration Schemes

of Singapare

Qualifying Conditions
ERIS (Start-Up)  ERIS (SMEs) ERIS (All

Corporations)

Qualifying | 1) Singapore- 1) Singapore- 1) Singapore-
Company |incorporated incorporated incorporated company
company company and branch of foreign-
incorporated company
2) Carries on 2) Carries on 2) Carries on business
business in business in in Singapore
Singapore Singapore
3) Aggregate 3) Aggregate
market value of | market value of -
gross assets gross assets

$100m. $100m.

':':.' o o, p
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L Equity-Based Remuneration Schemes

ol Singapare

Qualifying Conditions

ERIS (Start-Up) ERIS (SMEs) ERIS (All

Corporations)

Qualifying [4) 1 individual

Company shareholder hOldlng - -
10% of total issued

ordinary shares.

5) Company must be - -
within first 3 years of
incorporation.

Pairnessi
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L~ Equity-Based Remuneration Schemes

of Singapare

Qualifying Conditions

ERIS (Start-Up)  ERIS (SMEs) ERIS (All

Corporations)

Qualifying | 1) The individual must be exercising employment for the
Employee |company.
2) He does not have effective control of the company.

3) His committed working time per No such condition.
week with the company must be at
least 30 hours.

Eairness.
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9 Tax Changes in Budget 2008

Authosity
ol Singapare

@ Enhancing Business Competitiveness

— Liberalisation of the Tax Exemption Scheme for
New Start-up Companies

— Equity-Based Remuneration Schemes

Special Allowance for Fixtures, Fittings & Installations

— Promoting the Maritime Sector

— 10% Concessionary Tax Rate for Approved
Insurance and Reinsurance Brokers

!Z) Special Allowance for Fixtures, Fittings &

Indand Revenue

e Installations (“FFI1”)

@ Special allowance (“SA”) to be granted for
expenditure on all FFI
— For the purposes of any trade, business or profession
— Except structural works and expansion of space

@ SA will be:

— Granted on qualifying expenditure incurred during the
period from 16 Feb 2008 to 15 Feb 2013 (5 years).

— Written off over 3 years on a straight-line basis
— Capped at $150,000 every 3 years for each taxpayer

Slide 24 Professionalismm
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@ Special Allowance for Fixtures, Fittings &

Inland Revenue

o Installations (“FFI17)

Example —  All qualifying expenditure incurred from 16
Feb 08 to 15 Feb 2013

Amount incurred during Amount qualifying

basis period ($) for SA (%)
2009 0 0
2010 100,000 100,000
apped d
2011 25,000 25,000 $150. 000
2012 50,000 25,000 over S Y7
2013 150,000 150,000 Restart 3
YA count in
2014 50,000 0 YA 2013

E3sias
-
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@ Special Allowance for Fixtures, Fittings &

Indand Revenue

e Installations (“FFI1”)

@ SA is granted separately from the Capital Allowance
(“CA”) framework for plant and machinery (“P&M”)

— FFI are not considered as P&M as such costs are
incurred in relation to the business setting
@ If expenditure is incurred on mere replacement, with
no element of improvement

— Claim can continue to be made under s14 of the
ITA

Tea AWK
ReSponisrret
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@ Special Allowance for Fixtures, Fittings &

Inland Revenue

A Installations (“FFI17)

@ Additional information:
— No balancing allowances or balancing charges;
— Unabsorbed SA can be carried forward/ back;
— No Group Relief;
— Claims cannot be deferred.

@ Further details (including what constitutes structural
works and expansion of space) will be released by
Jun 2008.
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!Z) Special Allowance for Fixtures, Fittings &

Indand Revenue

Y Installations

@ Examples of items that do not qualify for CA, but qualify
for SA (non-exhaustive):
— General electrical installation and wiring to supply electricity;
— General lighting for the premises;
— Hot/ cold water systems of the premises;
— Gas system;
— All doors, gates and roller shutters (manual or automated);
— All fixed partitions (glass or otherwise);

— All floorings in the business premises (e.g. tiles, carpets,
laminated wood, parquet, etc);

— Kitchen fittings (e.g. sinks, pipes, etc).

Slide 28 Professionalismm
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’gmm Tax Changes in Budget 2008

Aty
af Singapore

@ Enhancing Business Competitiveness

— Liberalisation of the Tax Exemption Scheme for
New Start-up Companies

— Equity-Based Remuneration Schemes

— Special Allowance for Fixtures, Fittings &
Installations

- Promoting the Maritime Sector

— 10% Concessionary Tax Rate for Approved
Insurance and Reinsurance Brokers
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%?m Promoting the Maritime Sector
siam.. - Enhancement of Maritime Finance Incentive (“MFI”)

Before 1 Apr 2008

@ Tax exemption granted to Approved Shipping Investment
Enterprise (“ASIE”)
— ASIE is either a company or a registered business trust

@ Exemption of income from the leasing of sea-going ships:

— To a person who is neither resident in Singapore nor permanent
establishment (“PE”) in Singapore, or to an Approved
International Shipping Enterprise (“AlS™); or

— Registered with the Singapore Registry of Ships (“SRS”) to a
shipping enterprise within the meaning of s13A of the ITA.

@ Income from container-leasing is not incentivised.

Slide 30 Professionalismm
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Qj Promoting the Maritime Sector

Inland Revenue

simmae - ENhancement of Maritime Finance Incentive (“MFI”)

WEF 1 Apr 2008
@ Partnerships allowed to apply for and enjoy MFI scheme
@ Leasing of containers included under the MFI scheme

Approved Container @ 5% or 10% concessionary tax rate
Investment Enterprise | @ On income from leasing sea-
(“ACIE™) containers to onshore and offshore
lessees.

Approved Container @ 10% concessionary tax rate

Investment @ On management fee income derived
Management in connection with the management
Company (“ACIM™) of an ACIE.
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@;m Promoting the Maritime Sector
siam.. - Enhancement of Maritime Finance Incentive (“MFI”)

WEF 1 Apr 2008

@ Application must be submitted to MPA: from 1 Apr
2008 to 28 Feb 2011

@ Incentive period: 10 years
@ Exemption/ Concessionary Tax Rate:

— ACIE: Applicable to all qualifying income derived
during the useful life of the sea-containers
acquired during the incentive period.

— ACIM: Applicable to management fee income
derived from 1 Apr 2008 from managing an ACIE.
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@ Promoting the Maritime Sector

Inland Revenue

simmae - Provision of Tax Certainty on Gains from Sale of Vessels

@ Currently, gains derived from the sale of vessels are
exempt from tax, if the vessels are registered with the
SRS or owned by companies under the AIS Scheme.

— Concession was due to expire after YA 2009.

@ The concession has been extended for another 5 years to
YA 2014.

@ Promoting the Maritime Sector

Indand Revenue

soama. - Provision of Tax Certainty on Gains from Sale of Vessels

@ Scope of the concession will be expanded to include:

— Gains derived by shipping companies from sale and
leaseback of vessels used for shipping operations;
and

— Gains from sale of shares in a Single Purpose
Company (“SPC”) which holds vessels (effectively the
sale of the vessel).

Bigi=
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@ Promoting the Maritime Sector
ond tevenue - Inclusion of Forex Gains and Gains from Risk
— Management Activities

Currently

@ All gains from risk management activities derived by
shipping enterprises in respect of vessels registered with
SRS or vessels owned by an AIS will be tax exempt
under S13A and S13F.

@ During the period YA 2006 to YA 2010.
— Given as an administrative concession

" Tt o= = . i =3 o
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@ Promoting the Maritime Sector
s tweanun - Inclusion of Forex Gains and Gains from Risk

of Singapare

Management Activities

WEF YA 2009
@ Concession extended to foreign exchange gains as well.
@ No end-date.
@ Conditions:
— In connection with and incidental to the core
shipping operations of the shipping companies;

— Excludes speculative derivative gains derived by the
shipping companies.
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ez, : o
< Promoting the Maritime Sector

ol Singapare

Further details to be released by MPA
(administering agency) by May 2008.

Ty
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9 Tax Changes in Budget 2008

Authoiity
of Singapare

@ Enhancing Business Competitiveness

— Liberalisation of the Tax Exemption Scheme for
New Start-up Companies

— Equity-Based Remuneration Schemes

— Special Allowance for Fixtures, Fittings &
Installations

— Promoting the Maritime Sector

10% Concessionary Tax Rate for Approved Insurance
and Reinsurance Brokers

Slide 38 Professionalism ———
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Z) Approved Insurance/ Reinsurance

Inland Revenue

A Brokers

Before 1 Apr 2008

@ 10% concessionary tax rate granted on qualifying
income derived by an approved insurer from
carrying on offshore life business, or the general
business of insuring and reinsuring offshore risks

@ Tax exemption granted on qualifying income derived
by approved marine and hull liability insurers,
captive insurers or insurers that underwrite offshore
gualifying specialised insurance risks

@ No tax incentive granted to Insurance Brokers

1 Tt g
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2) Approved Insurance/ Reinsurance
. Brokers

WEF 1 Apr 2008

@ Tax incentive extended to an Approved Company
licensed as Insurance/ Reinsurance Brokers

@ Concessionary tax rate: 10%

@ Qualifying activity: Provision of insurance (life,
general or both) broking and advisory services to its
non-Singapore based clients.

=i - = 5
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Z) Approved Insurance/ Reinsurance

Inland Revenue

Ao Brokers

@ Non-Singapore based clients:

— Non-resident insured person without a PE and
does not carry on a business in Singapore; or

— Non-resident insured person who carries on an
operation in Singapore through a PE, but does
not use funds from its operation in Singapore to
finance the premiums and brokerage fees.

Team W L
Responshvek
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Z) Approved Insurance/ Reinsurance
- Brokers

@ Period of incentive: up to 10 years

— Subject to the company meeting qualifying
conditions

@ Application must be submitted to MAS: from
1 Apr 2008 — 31 Mar 2013 (5 years)

Further details to be released by MAS
(administering agency) by May 2008.
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A Tax Changes in Budget 2008

@ Attracting Talent

— Enhancement of the Not Ordinarily Resident (NOR)
Scheme

- A Enhancement of NOR Scheme

Overview of the NOR Scheme

@ A taxpayer accorded NOR status enjoys:
— Time apportionment of Singapore employment
income; and
— Tax exemption on employer’s contribution to
non-mandatory overseas pension or provident
fund or social security scheme.

22
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Inland Revenue

o Enhancement of NOR Scheme

Overview of the NOR Scheme
@ An individual can be accorded NOR status if:
— He is tax resident for that YA;

He is not a tax resident of Singapore for 3
consecutive YAs before that YA.

@ NOR status is accorded for 5 consecutive YAs.

" i =
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e Enhancement of NOR Scheme

@ Changes made to Qualifying Criteria and Restrictions
of NOR Scheme

Time Apportionment Concession

YA 2008 and before WEF YA 2009

Qualifying | 1) Spend at least 90 days outside
Criteria SG for business reasons
pursuant to SG employment in
preceding year

1) Same as before

2) Tax on total SG employment 2) NOR taxpayer must derive
income must be greater than at least $160,000 from his
10% of total SG employment SG employment
income

SG = Singapore

st Roe o
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’-:m)m Enhancement of NOR Scheme

Authosity
ol Singapare

@ Changes made to Qualifying Criteria and Restrictions
of NOR Scheme

Time Apportionment Concession

YA 2008 and before WEF YA 2009

Restrictions — SG 1) Director’s fee 1) Director’s fee
employment income
not subject to
apportionment

2) Commuted leave -

3) Benefits-in-kind received -
regardless of whether he
travels out of Singapore for
business reason

SG = Singapore
Eair
-

T
Slide 47

- A Enhancement of NOR Scheme

Auth
of Singapare

@ Changes made to Qualifying Criteria and Restrictions of
NOR Scheme

Non-Mandatory Overseas Contribution Scheme Concession

Before and After Change Additional Conditions WEF YA 2009

Qualifying | 1) NOR taxpayer is neither a |3) NOR taxpayer must derive at
Criteria SG citizen nor a SG least $160,000 from his SG
permanent resident employment
2) His employer’s 4) Employer must not claim
contributions to mandatory deductions on contributions
overseas pension funds made to non-mandatory
and social security overseas pension funds and
schemes must not exceed social security schemes
NOR cap

SG = Singapore
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&
4.:)” Enhancement of NOR Scheme

ol Singapare

IRAS will issue revised circular by May 2008.
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9 Tax Changes in Budget 2008

Authoiity
of Singapare

— Encouraging Portable Medical Benefits
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e Encouraging Portable Medical
po Benefits

@ Employers get a tax deduction for
employees’ medical expenses that they incur

@ Portable Medical Benefits Scheme (PMBS)
and Transferable Medical Insurance Scheme
(TMIS) — up to 2% of total remuneration of
employees for the relevant basis period

@ In all other cases, up to 1% of the total
remuneration of employees for the relevant
basis period

Teo T K 9
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2) Encouraging Portable Medical
o Benefits

@ Tax deduction for medical expenses would
be extended beyond 1% (but not exceeding
2%) where employer

— Provide Inpatient medical insurance benefits in
the form of portable medical shield plans

— Make Adhoc contributions to Employees’
Medisave Accounts

@ This takes effect from YA 2008
@ MOM will release more details by Apr 2008.

EL= el =—— = ]
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)  Inpatient medical insurance benefits

Inland Revenue

o - portable medical shield plans

@ Provided for at least 20% of existing local
employees employed as at the first day of the
basis period for that YA and every local
employee who commences his employment
during the basis period for that YA

@ Either by
— paying shield plans premium on employees’ behalf
to the insurance company directly; or
— reimbursing the premium paid by employees into
the employees’ medisave accounts

1 Trat ETEY <
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) Inpatient medical insurance benefits

o - portable medical shield plans

@ Additional tax deduction of 1% excludes
premiums
— For riders that cover deductibles and co-payments;
— Reimbursed in cash directly by Employers.

@ Where total medical expenses do not exceed
1% of the total remuneration, full amount
(including riders) remains deductible - no
change

T Fratecieatyy : i e e
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¢, Inpatient medical insurance benefits
[ptjecs - portable medical shield plans

ol Singapare

In their tax computation, Employers should state
whether they have:

@ Provided portable medical benefits to employees
by implementing PMBS or TMIS; or

@ Provided their employees with inpatient medical
insurance benefits in the form of portable medical
shield plans (state amount of rider premiums
incurred); and

@ met qualifying conditions

Ty
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2) Make Adhoc contributions to
" Employees’ Medisave Accounts

@ Contributions to Employees’ Medisave Accounts are
capped at $1,500 per employee per year

@ Additional tax deduction of 1% can only be granted for
ad-hoc contributions to Employees’ Medisave Accounts

@ Where total medical expenses do not exceed 1% of the
total remuneration, full amount remains deductible -
no change

i Tra T Roem R e == = P
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@ Make Adhoc contributions to
[ptjecs Employees’ Medisave Accounts

ol Singapore

In their tax computation, Employers should
declare:

@Amount of ad-hoc medisave contributions made
in the relevant basis period

o rmnAareT i+ |
ResSHons
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- Other Tax Changes

@ Unilateral Tax Credit

@ Incentives for Financial Sector
@ Personal Income Tax

@ Removal of Estate Duty
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z,
%mm Other Tax Changes

ol Singapare

Unilateral Tax Credit
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- Unilateral Tax Credit

of Singapare

@ Granted to any person resident in Singapore for
tax payable in a non-treaty country on
—professional, consultancy and other service income;
—Royalty;

—Dividend;
—employment income; and
—foreign branch profits

that is derived from that country and received in
Singapore.

1 Trats < = = P—
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= v Unilateral Tax Credit

@ Extended to all foreign sourced income
which has been subject to foreign tax,
remitted from non-treaty countries and
received in Singapore.

— E.g. rental income

@ With effect from YA 2009

- Other Tax Changes

Incentives for Financial Sector

S8= — = sigt—aW
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Z) Incentives for Financial Sector

Abake -Extension/ Enhancements to FSI

@ Extend for another 5 years till 31 Dec 2013

@ Changes to the Enhanced Tier (“ET”) Awards
(wef 16 Feb 2008)
— FSI-Bond Market expanded to cover trading of
QPDS and QDS

— FSI-Derivatives Market expanded to include
trading of exchange-traded financial derivatives

TearmArE k|
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Z) Incentives for Financial Sector
. -Extension/ Enhancements to FSI

@ New FSI-ET Award
— FSl-Islamic Finance (“FSI-IF”)
— Covers qualifying income from qualifying Shariah-
compliant activities

e Lending and related activities;
e Fund management and other investment advisory activities

i I tege=ty » = = =g W
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& Incentives for Financial Sector

m=awee  —Enhancement of incentive for Offshore
Insurance Business

ol Singapare

@ 5% concessionary tax rate on qualifying
income from offshore islamic insurance
(takaful) or reinsurance (retakaful) activities

" Tt o= = . i =3 o
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Z) Incentives for Financial Sector

Inland kevenus
Authoiity
of Singapare

@ FSl-Islamic Finance (“FSI-IF”) and
enhancement to tax incentive for offshore
takaful and retakaful business

— For the period of 1 Apr 2008 to 31 Mar 2013
only. There are no extensions beyond 31 Mar
2013.

— Limited to only 5 year awards. No renewals.

— Recipients are generally subject to the same
conditions as those imposed on recipients of
equivalent conventional awards
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Incentives for Financial Sector
&

o svee -Project Financing Incentives
Extension/Enhancements

ol Singapare

@ Package of incentives to promote project
financing took effect from 1 Nov 2006 and would
be expiring on 31 Dec 2008.

@ Extended from 1 Jan 2009 to 31 Dec 2011.
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@ Incentives for Financial Sector
it -Project Financing Incentives

of Singapare

Extension/Enhancements

@ New 10% concessionary tax rate

— for trustee managers or fund managers of business
trusts and funds that own offshore infrastructure
assets and list in Singapore

— On income from the provision of management
services in relation to offshore infrastructure assets
@ Qualifying companies may apply for the incentive
from 1 Apr 2008 to 31 Dec 2011

@ Incentive period - up to 10 years
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@ Incentives for Financial Sector

Inland Revenue

Aoy -Extension/ Enhancements to QDS

ol Singapare

@ Extended for another 5 years from 1 Jan 2009 to
31 Dec 2013

@ For QDS issued during the period 16 Feb 2008 to
31 Dec 2013, qualifying income will be tax
exempt for all investors if:

— QDS are sukuks subject to the conditions:

e proceeds from sukuks must be used outside Singapore;
and

e amount payable must not be deductible against any
income of the issuer accruing in or derived in Singapore;

— QDS are long-dated (at least 10 years tenure)
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@ Incentives for Financial Sector

it -Extension of exemption on
income derived from SGS

of Singapare

@ Tax exemption is granted on income derived by
primary dealers from trading in SGS

@ Extended from 28 Feb 2008 to 31 Dec 2013
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e Incentives for Financial Sector
e -Extension/ enhancements to ASPV

@ The Approved Special Purpose Vehicle (ASPV)
incentive will be renewed for a period of five
years from 1 Jan 2009 to 31 Dec 2013

@ The condition that all debt securities issued by
the ASPV must be QDS will be lifted from 16
Feb 2008:

— However, ASPV is still required to issue a minimum
S$20 million worth of QDS

— Any non-QDS issued will be subject to normal tax
treatment

sy
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. Incentives for Financial Sector
2

bend e -Tax Exemption for Approved Family-
Owned Investment Holding Companies

ority
of Singapare

@ New incentive scheme

@ Tax exemption is granted to family-owned
investment holding companies (“FIHC”)

@ To the extent that it mirrors the tax exemption
on qualifying locally-sourced investment income
(SSIE) and foreign sourced income (FSIE)
granted to individuals

@ Valid from 1 Apr 2008 to 31 Mar 2013
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- Incentives for Financial Sector

Further details to be released by MAS

(administering agency) by end May 2008.
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% Incentives for Financial Sector
ondenee -Enhancement of GST remission
for recovery of input tax

@ Extended to Registered Business Trusts in
infrastructure business, ship leasing and aircraft
leasing and their SPVs

@ Recovery of input GST is now extended to all
business expenses except for disallowed expenses
under Reg 26 and 27.

@ Effective from 17 Feb 2006 to 17 Feb 2010

IRAS has published a revised E-tax Guide
covering full details of the enhanced remission
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e,
@ Other Tax Changes

Authosity
ol Singapare

Personal Income Tax
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@ Personal Income Tax
Aoty -Tax rebate for resident individuals

@ One-off personal income tax rebate of 20%

@ Capped at $2,000 per taxpayer

@ For all resident individual taxpayers and Hindu
joint families

@ YA 2008
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y_;) Personal Income Tax
fisteas -Course fee Relief

ol Singapare

@ Course fees for approved vocational qualification
will qualify for relief regardless of its relevance to
present or future vocation

@ Course fees relief for approved academic,
professional or vocational qualifications can be
claimed within 2YAs from the YA relating to the
year in which the course is completed

@ All course fee relief changes take effect from YA
2009
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@ Personal Income Tax
S -Course fee Relief

Course fees relief deferment

@ Qualifying Conditions for individual:

— assessable income (“Al”) $22,000 in the YA for which the course fees
are actually incurred

— resident in Singapore in the YA of claim
— claim the relief once Al > $22,000 for the YA within the 2 YAs period

Year of Assessment Assessable Income | Remarks
2009 $20,000 Allowed to defer claim

2010 $24,000 Must claim relief in this YA, not
allowed to claim relief in the
next YA when his Al is higher

2011 $26,000 No relief allowed

3= = S g =

" Fratecieatyy g == =35 P
slide 78 Professionalism —— — — IOVt o T .

39



g) Personal Income Tax
=~ 1 AX Relief for voluntary contributions to
— Medisave Account

@ Employees and self-employed individuals who top up
their medisave accounts (“MA”) with cash voluntarily
will be granted relief

@ The tax relief is limited to the lowest of the
following:
— Voluntary cash contribution specifically directed to MA
— Annual contribution cap ($26,393) for the year less
mandatory contribution
— Prevailing Medisave Contribution Ceiling ($33,500) less
the balance in MA

@ This change takes effect from YA 2009

OZ) Personal Income Tax
" -Tax Relief for CPF Top-up

@ Tax relief for cash top-ups to individual Minimum Sum
(regardless of age) subject to topping up limit
— Up to $7,000 per YA
— Cash contribution by self

— Cash contribution by employer on behalf of
employee (accepted by CPF wef 1 Nov 2008)

e Employer enjoys tax deduction as part of staff
costs

» Employee is taxed on the voluntary contribution
but correspondingly allowed the tax relief (of up
to $7,000)
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@ Personal Income Tax

Rinaty -Tax Relief for CPF Top-up

ol Singapare

@ Tax relief for cash top-ups to parents’, grandparents’,
non-working spouses’ or siblings’ Minimum Sum
(regardless of age)

— Separate tax relief cap

— Up to $7,000 per YA

— Income restrictions of $2,000 in the case of non-
working spouse or siblings in the year preceding the
year of top-up remains

@ All CPF Top-up tax relief related changes takes
effect from YA 2009.
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@ Personal Income Tax
sy -Tax Relief for SRS Contributions

@ Employers can now make direct SRS contributions
to their employees’ SRS accounts on their
employees’ behalf

— Employer enjoys tax deduction as part of staff
costs (up to each employee’s SRS contribution
cap)

— Employee is taxed on the contribution but
correspondingly allowed the tax relief

— Total relief is capped at SRS contribution cap

i
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g Personal Income Tax

[ d Revenue

Mok -Tax Relief for SRS Contributions

@ Individuals with only passive income can now
contribute to SRS

@ SRS members can now contribute beyond the
prevailing statutory retirement age (age 62), up
to the point of their first penalty-free withdrawal

@ SRS members can withdraw their SRS monies
over 10 years from the point of their first penalty-
free withdrawal

@ All SRS changes takes effect from YA 2009.
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gf) Personal Income Tax
sy -Tax Relief for SRS Contributions

Transition Rules —

MOF is providing one-off concessions to the
members who:
— Closed off their SRS accounts before 1 Oct 2008 after
reaching age 62; or
— Turned 62 before 1 Oct 2008, still have open SRS

accounts and made penalty-free withdrawals before 1
Oct 2008

@ make an SRS contribution between 1 Oct 2008
and 31 Dec 2008 in order to make SRS contributions
again.
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@ Personal Income Tax

Inland Revenue

Yo -Tax Relief for SRS Contributions

Transition Rules

@ MOF has informed the SRS operators of the
details relating to the SRS changes

@ SRS operators will implement the changes by
1 Oct 2008

@ Details has been released on MOF's SRS
website.
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- Removal of Estate Duty

@ Estate duty will be abolished for deaths
occurring on or after 15 Feb 2008
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Making Innovation
Pervasive

= = e
S In%ti@ s,

Z) Research & Development Tax
. Deductions

@ Currently, under S14D, taxpayers carrying on a
manufacturing trade or business, or a trade or
business for the provision of any services, can
qualify for tax deduction in respect of R&D
expenditure related to the trade or business:

— R&D undertaken directly by him; or

— Payments made by him to a R&D organisation for
undertaking R&D on his behalf
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2) Research & Development Tax

Aots Deductions

@ Under S14E, taxpayers are granted a further
tax deduction on an approval basis for R&D
done in Singapore related to his trade or
business either by taxpayer itself or by a R&D
organisation in Singapore on its behalf.
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2) Liberalisation of Research&
o Development Tax Deductions

@ Existing requirement that R&D must be related
to the trade or business in both S14D and S14E
to qualify for tax deduction is lifted

— Only in respect of R&D conducted in Singapore

@ In the case of S14D deduction, where R&D is
outsourced to a R&D organization overseas,
existing requirement of “related to that trade or
business” will continue to apply.
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2) Enhancement of Research&

Inland Revenue

- Development Tax Deductions

@ Existing S14D allows tax deduction of 100% of
the actual expenditure incurred on R&D
activities

@ S14D will be enhanced to allow 150% of the
actual R&D expenditure incurred

— When carried out in Singapore; and
— Where done directly or outsourced by taxpayer

@ For YAs 2009 to 2013
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Z) Research& Development Tax
== Deductions

@ S14D will continue to allow

— tax deduction of 100% of the actual expenditure
incurred on R&D activities that is outsourced to
a R&D organization overseas; and

— subject to the condition that such R&D activities
relate to the trade or business.
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2) Research & Development Tax

Inland Revenue

A Deductions

R&D Tax Allowance Scheme
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e

= e R&D Tax Allowance Scheme

Authoiity
of Singapare

@ New incentive scheme

@ Companies with chargeable income (“CI”) will
benefit

@ Effective for 5 years for YA 2009 to 2013
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g

af Singapore

- R&D Tax Allowance Scheme

Concepts

@ Qualifying R&D Expenditure

@ R&D Tax Allowance (RDA)

@ Base R&D expenditure and Base year
@ Incremental R&D expenditure

@ RDA Utilization
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- R&D Tax Allowance Scheme

ol Singapore

Qualifying R&D Expenditure

@ Qualifies for deduction under S14D

@ Incurred in respect of R&D activities carried
out in Singapore

@ R&D directly undertaken by company only i.e.
in-house, excluding:
— outsourcing R&D whether locally or overseas;
— R&D funded by government grants

Fairnessaa
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2

- R&D Tax Allowance Scheme

RDA
@ Companies with CI will be granted R&D tax
allowances (“RDA”)
@ For each YA that falls within YA 2009 to YA 2013
@ RDA is granted at 50% of the CI [after RDA

utilized (if any), start-up exemption (where
applicable) and partial tax exemption]

@ Up to CI of $300,000 for each YA i.e. maximum
RDA is $150,000
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= e R&D Tax Allowance Scheme

Authoiity
of Singapare

Base R&D Expenditure and Base year

@ For all companies

— Base R&D Expenditure is all qualifying R&D
Expenditure incurred for basis period for YA 2008.
This is fixed for the period YA 2009 to YA 2013. Can
be nil if company is currently not carrying out R&D

— base year is YA 2008
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e

- R&D Tax Allowance Scheme

Incremental R&D expenditure

@ Qualifying R&D Expenditure in a YA incurred
in excess of the base R&D expenditure
(excluding the part of the expenditure that is
funded by government grants)
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= e R&D Tax Allowance Scheme

Authoiity
of Singapare

RDA Utilization

@ RDA can be used to offset the company’s CI
(before partial tax exemption/ start-up
exemption)

@ Can be used for the next 3 YAs from the YA it
was granted

@ Company must incur incremental R&D
expenditure in the year of RDA utilization

@ RDA utilized in a year is the lower of RDA b/f or
incremental R&D expenditure
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e

e R&D Tax Allowance Scheme

Authosity
ol Singapare

Unutilized RDA

@ Carried forward up to a maximum of 3 YAs
subject to shareholding test

@ No group relief

@ Disregarded if not utilized by the 3 YA from
the YA in which they were first granted
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= e R&D Tax Allowance Scheme

Authoity

ol Singapere
R&D Expenses (A) 100,000 200,000 300,000 400,000
Base Year R&D (B) 100,000y | 100,000 100,000 100,000
Incremental R&D Expenses
(C)H= A - (B) o (100,000 @ 300,000
Chargeable Income (before
PTE) 500,000 300,000 250,000 400,000
Less: RDA Utilised (Lower of m
(C) or (D) o 100,000) \| € 98,750 > 36,563
Adjusted Chargeable Income
before PTE 500,000 200,000 151,250 363,437
Adjusted Chargeable Income
after PTE (E) 347,500 @ 73,125 10,937

\\

RDA b/f A B
YA 2009 (0] 150,000 50,000 o
YA 2010 o f o 48,750 o
YA 2011 o _O (o 36,563
Total RDA b/f (D) [o) w %752) 36,563
Less: RDA utilised o 100,000 98,750 36,563
Add: Current year RDA (50%
of adjusted Chargeable
Income after PTE) (E) 450,000 @ 36,563 105,469
RDA c/f 150,000 98,750 36,563 105,469
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Z) Research & Development Tax
=" Deductions

R&D Incentive for Start-up Enterprise
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/T:r-x);me&D Incentive for Start-up Enterprise

of Singapare

@ New incentive Scheme

@ High tech start-ups tend to have no taxable
income in their early years. Carry forward
losses for tax purpose

@ Qualifying start-ups can surrender their tax
losses in exchange for a cash grant

@ Effective from YA 2009 to YA 2013
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2 : ,
’gmmR&D Incentive for Start-up Enterprise

ol Singapore

@ Qualifying start-ups
— Newly incorporated company with any of its first 3 YAs falling
within the period YA 2009 to YA 2013
— Incorporated and resident in Singapore

— Not more than 20 shareholders throughout the basis period relating
to the YA in which the claim is made:
e all of whom are individuals; or

e at least one is an individual shareholder holding at least 10% of the
total number of issued ordinary shares of the company

— Has tax adjusted losses/ no ClI for all YAs prior to the YA of claim

— Incurs minimum $150,000 qualifying R&D expenditure in the basis
period relating to the YA of claim

— Must have on-going R&D activities at the time of claim

Fairness o
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@ R&D Incentive for Start-up Enterprise

Indand Revenue
Authority
al Singapore

@ Qualifying R&D expenditure

— Expenditure that company incurs on R&D that it
undertakes directly in Singapore (similar to
RDA)

— Excludes R&D outsourced to a R&D organization
(whether locally or overseas)

— Excludes R&D that is funded by government
grants

Pairness.
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@ R&D Incentive for Start-up Enterprise

Inland Revenue
Authority
ol Singapore

@ Cash grants

— Amount of tax losses that can be converted is the
lower of
eActual losses for the YA of claim; or

eUnutilised tax deduction for up to $150,000 qualifying R&D
expenditure incurred in the YA of claim

Maximum amount of losses that can be converted is $225,000
for each YA of claim.
— Amount of cash grant equals 9% x the amount of
losses to be converted. Capped at $20,250 for each
YA of claim
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@ R&D Incentive for Start-up Enterprise

Indand Revenue
Authority
al Singapore

@ Tax adjusted losses of the qualifying start-up
will be correspondingly reduced by the
amount surrendered

@ Exchange must be made within the first 3
YAs (YA of incorporation and 2 immediate
subsequent YAs)
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@ R&D Incentives Roadmap

Inland Revenue

Ak (For Loss Making Start-Ups)

Start up Qutsourc
Enterprise Carries out
(Loss Ma_klng) Qualifying
(any of first R&D
3 YAs falling
Within
YA 2009
to YA 2013)

In-house | Singapore - 150% tax deduction
> No need to relate to trade/biz

A

RISE
Exchange for cash grant up to $20,250 within first 3YAs
- unutilised tax deduction
for qualifying R&D expenses; or On-going R&D at time of claim
-Tax adjusted losses, whichever is lower

Incur >=%$150,000 qualifying R&D
_Expenditure in basis period of claim

}fa’a rnmess

(Ee==— — e

¥
Slide 109 « sSsionalismnm

@ R&D Incentives Roadmap
" (For other enterprises)

Outsourc

Enter_p_rlse Carries out
(positive [ Qualifying R&D
Cl)
Within
YA 2009
to YA 2013

In-house Singapore - 150% tax deduction
No need to relate to trade/biz
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2

-l R&D Incentives

Authosity
af Singapare

@ Further details on implementation and
operation of the 3 R&D tax changes are
being worked out

@ Expected to be released in Sep 2008
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