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Budget & Tax 
 

The main theme of this 

issue of our Newsletter is 

Budget as we are now in 

the beginning of the year 

and it is customary for 

both the private and public 

sectors to lay out their  

plans and outlooks for the 

coming 12 months. 

 

Australia has her fiscal 

year end in June.  Instead 

of budget, we begin from a 

slightly different angle 

with articles from our 

Melbourne firm on 

Working Holiday and 

Simpler reporting for Small 

Businesses.   Against this 

tax and business friendly 

backdrop, no wonder 3 

Australian cities rank 

amongst the 10 best livable 

cities in the world, with 

Melbourne on top of the 

list for a number of 

consecutive years. 

 

China will probably not 

rank high as tax friendly 

but her system is 

continuously improving.  

Our Beijing firm reports 

on new measures and 

concessions that reduce 

tax or fee. 

 

Each of Hong Kong, India 

and Singapore has 

recently released their 

budget for 2017-18.   

Whilst the proposed 

measures vary amongst 

them, no doubt their 

underlying common 

theme is to stimulate local 

economies, incentivize 

selected industries or 

sectors and re-distribute 

worth amongst the 

communities. 

 

In response to OECD’s call 

for BEPS (Base Erosion & 

Profit Shifting) Actions, 

Malaysia has rolled out  

her CbCR (Country-by-

Country Reporting) Rules 

which became effective 

from January 2017.   The 

CbCR filing is due 12 

months after the end of the 

financial year for the 

relevant taxpayers.  CbCR 

will increase the tax 

transparency of MNCs and 

cross-border activities.   It 

will assist the tax 

authorities to read into the 

mind of the MNCs on 

intragroup activities. 
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Backpacking around 

Australia and picking up 

casual employment has 

been a very popular way 

for young people to see 

Australia.  Casual 

employment, especially 

in the hospitality sector 

and in seasonal farm 

work, has helped many 

people fund their holiday 

“down under”. 

 

After considerable 

political debate, a new tax 

regime for people 

working in Australia 

while on a Working 

Holiday (417) or Work 

and Holiday (462) visa 

was introduced from 1 

January 2017. 

 

Previously people on 

these visas were 

considered to be 

temporary residents for 

Australian Tax Purposes 

and so were eligible to 

earn the first $18,200 tax 

free and then be taxed at 

19% on the next $18,800.  

This meant that many 

people who worked 

while on holidays in 

Australia never paid tax. 

 

As of 1 January 2017, a 

flat tax rate of 15% will 

apply to the first $37,000 

earned by non-residents 

working in Australia on 

417 or 462 visas.  

Thereafter the ordinary 

rates will apply. 

 

At the end of each 

financial year (30 June) a 

tax return will be 

required to be lodged 

and the ATO will work 

out how much tax should 

have been paid. If too 

much tax has been paid 

the ATO will issue a 

refund. If not enough tax 

has been paid, they will 

send a bill. 

 

 Working Holiday Makers in Australia AUSTRALIA 
 

The ATO has announced 

a simpler Business 

Activity Statement (BAS), 

taking effect from 1 July 

2017 that is designed to 

help reduce GST 

compliance costs for 

small businesses. This 

new system will apply 

Small Business Entities 

(SBE) being businesses 

with a turnover less than 

$2 million. 

 

Once the simpler BAS is 

introduced, small 

businesses will only need 

to report: 

 

• GST on sales (Item 

1A) 

• GST on purchases 

(Item 1B) and 

• Total sales (Item G1). 

 

A SBE will no longer be 

required to report: 

 

• Export sales (Item G2) 

• Other GST free sales 

(Item G3) 

• Capital purchases 

(Item G10) and Non-

capital purchases 

(Item G11).  

 

While this change is not 

major, it will genuinely 

simplify things for small 

businesses, particularly 

the removal of items G10 

and G11. 

 

Simpler Business Activity Statement for Small Business   

” …designed to help 

reduce GST 

compliance costs…” 
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CHINA 
 

The Chinese government 

will further reduce taxes 

and fees to relieve the 

businesses from heavy 

burden, according to the 

information from the 2017 

government work report 

delivered by Premier Li 

Keqiang at the annual 

meeting of National 

People’s Congress (NPC), 

which was closed on 15 

March 2017. Li announced 

at a news conference at the 

end of the meeting that the 

total cuts in costs and taxes 

will reach 1 trillion yuan 

($144.7 billion) this year. 

 

There are about 500 

administrative fees that 

enterprises in China may be 

subject to, according to a 

report released by the 

Research Institute for Fiscal 

Science last year. “The great 

number of charges have 

placed an unbearable 

burden on many 

businesses, and we are 

going to slash non-tax 

burdens,” Li Keqiang 

pledged at the news 

conference. Taking multiple 

measures to cut costs is one 

of the priorities of the 

Chinese government in 

2017. Five areas have been 

identified for such cost-cut 

actions. For example, the 

government will abolish or 

suspend 35 administrative 

charges paid by enterprises 

to the central government, 

which represents more than 

a 50-percent reduction in 

the number, and then 

reduce as much as possible 

those that still apply. 

 

On the tax side, a number 

of tax incentives have been 

announced during and 

before the meeting:  

 

• Expanding tax 

deductibility of 

corporate charitable 

donations. On 24 

February 2017, revised 

Corporate Income Tax 

(CIT) Law was 

adopted by the NPC 

and signed for 

issuance by President 

Xi Jinping. An 

amendment has been 

made to the Article 9 

of the existing CIT 

Law, which sets out 

rules governing the tax 

deductibility of 

corporate charitable 

donations. Under this 

article, charitable 

donations made by an 

enterprise are 

deductible up to 12% 

of the enterprise’s 

gross annual profit. In 

the revised CIT law, 

charitable donations 

exceeding 12% of the 

gross annual profit are 

permitted to be carried 

forward and be 

deducted from the 

taxable income of an 

enterprise over the 

following 3 years. 

While the amendment 

may be of minor effect 

on many enterprises 

itself, it is of broader 

significance as it is the 

first CIT Law 

amendment since the 

CIT law was 

introduced in 2008. 

 

• Expanding the number 

of small enterprises 

who can enjoy low 

Corporate Income Tax 

(CIT) rate. Under the 

existing rules, small 

enterprises with 

annual taxable income 

under RMB300,000 are 

allowed to pay CIT on 

50% of their whole 

taxable income at a 

rate of 20% (i.e., 

effective rate is 10%). 

Enterprises with 

taxable income under 

RMB500,000 can now 

enjoy the incentive. 

 

• Increasing the R&D 

expense super 

deduction for science 

and technology-

related small and 

medium enterprises 

(SME). Under the 

current policy, R&D 

expenses can bring 

additional 50% bonus 

deduction for CIT 

purposes. The 

deduction for SMEs 

will now be lifted to 

75%. 

 

• Consolidating VAT 

rates. The current VAT 

rates include 17%, 

13%, 11% and 6%. It is 

expected that the rate 

of 13% would be 

consolidated into 11%, 

effectively reducing 

VAT burden of 

enterprises that 

currently pay VAT at 

the rate of 13%. 

 

China Further Reduces Taxes and Fees 

” …small 

enterprises…are 

allowed to pay 

CIT on 50% of 

their whole 

taxable 

income…” 
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Net assessable income Tax rate for 2017/18 Tax amount in HK$ 

First HK$45,000 2% 900 

Next HK$45,000 7% 3,150 

Next HK$45,000 12% 5,400 

Balance 17%  

HONG KONG 
 

 
 
Serving Hong Kong Since 1994 

Hong Kong - Tax measures in 2017-18 Budget 

The 2017/18 Budget was 

announced on 22 

February 2017.  The tax 

measures proposed in the 

budget can be described 

as “mild” and some 

taxpayers may even 

consider them as 

disappointing in light of 

the anticipated surplus of 

HK$93 billion for the year 

and a cumulative fiscal 

reserve of HK$936 billion 

by 31 March 2017. 

 

The Budget proposed a 

75% reduction of profits 

tax, salaries tax and tax 

under personal 

assessment for the year of 

assessment 2016/17, 

subject to a ceiling of 

HK$20,000 per case. This 

proposed measure will 

cost the Government $18 

billion.  The proposed 

measures, if enacted, will 

benefit about 1.97 million 

taxpayers with an 

average saving of about 

HK$9,000 per case. 

 

The proposed tax 

reduction will only be 

applicable to the final tax 

for the year of assessment 

2016/17, but not to the 

provisional tax of the 

immediately following 

year 2017/18. Therefore, 

despite the proposed 

reduction, taxpayers are 

still required to pay the 

provisional tax on time as 

stipulated in the demand 

notes.  In accordance 

with the prevailing tax 

law, the provisional tax 

paid will be applied in 

settlement of the final tax 

for the year of assessment 

2016/17 and provisional 

tax for the year of 

assessment 2017/18.  Any 

excess balance will be 

refunded. 

 

The Budget also 

proposed to increase the 

width of marginal tax 

bands for salaries tax and 

personal assessment 

(from HK$40,000 to 

HK$45,000 for each 

band).  The proposed tax 

bands for salaries tax and 

personal assessment for 

2017/18 are as follows: 

 

” …offering tax 

concessions to the 

aircraft leasing 

business…” 

 

Other proposals include: 

 

• increasing the 

disabled dependent 

allowance from 

HK$66,000 to 

HK$75,000 and 

dependent brother or 

dependent sister 

allowance from 

HK$33,000 to 

HK$37,500 per 

eligible claim; 

• raising the deduction 

ceiling for self-

education expenses 

from HK$80,000 to 

HK$100,000; and  

• extending the 

entitlement period for 

home loan interest  

(capped at 

HK$100,000 per 

annum) deduction 

from 15 years to 20 

years. 

 

Other measures in the 

pipeline include offering 

of tax concession to the 

aircraft leasing business 

(assessable profits being 

20% of rental income and 

tax rate reduced by half 

to 8.25%) and the 

proposal to set up a tax 

policy unit within the 

Financial Services and 

Treasury Bureau to 

comprehensively 

examine issues relating 

to the international 

competitiveness of Hong 

Kong tax regime and to 

address the problem of a 

narrow tax base.  Both of 

these are long overdue in 

the eyes of the respective 

industry and the public. 
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RUSSELL BEDFORD MALAYSIA 

 

” …IMF expects the 

Indian economy to 

grow by 6.6%…” 

 

India Inc. witnessed a 

preponed and historic 

budget combining the 

railway budget, a first, 

since independent India. 

 

During his Budget speech 

for 2017, the Finance 

Minister clarified that the 

core focus of the 

Government’s fiscal 

policies for FY 2017-18 is 

modelled around 

“Transforming, Energise 

and Cleaning India”. He 

explained that the TEC-

India agenda is designed 

to – 

 

• Transform the 

quality of 

governance and 

quality of life of our 

people; 

• Energise various 

sections of society, 

especially the youth 

and the vulnerable, 

and enable them to 

unleash their true 

potential; and 

• Clean the country 

from the evils of 

corruption, black 

money and non-

transparent political 

funding 

 

The Finance Minister’s 

ten distinct themes to 

foster the above broad 

agenda revolve around: 

 

i) Farmer’s income 

growth,  

ii) Rural population 

and quality 

development,  

iii) Youth education and 

skilling, 

iv) Strengthening the 

system of social 

security, 

v) Healthcare and 

affordable housing 

for the poor and 

underprivileged, 

vi) Infrastructure, 

strengthening and 

stability of financial 

sector,  

vii) Digital economy 

geared towards 

speed, accountability 

and transparency,  

viii) Public service quality 

improvement, 

ix) Prudent fiscal 

management, 

x) Effective tax 

administration. 

 

The abolition of the 

Foreign Investment 

Promotion Board coupled 

with measures to attract 

greater FDI, vigilance 

over politically party 

funding and their 

accountability, a digital 

India thrust even 

covering the elderly 

pensioners through an 

Aadhar based platform 

are some of the attributes 

envisioned about our 

constantly evolving 

India. 

 

Economic Indicators: 

 

The IMF expects the 

Indian economy to grow 

by 6.6% in 2016–17, 

which is not only a 

significant one 

percentage point lower 

than the previous 

estimate, but also brings 

India back to the status of 

the second-fastest 

growing economy, 

especially as China is 

expected to outgrow by 

6.7%. However, this is 

cited as the result of 

short-term disruption 

caused by the 

government’s move to 

invalidate high-value 

currencies, which 

dampened the economy’s 

biggest growth drivers – 

consumption and 

investment demand. 

Recognizing the strength 

of Indian economic 

fundamentals, the IMF 

expects the impact of 

demonetization to fade 

away gradually, as it pegs 

the 2017–18 growth at 

7.2%, overtaking China 

again by a good 0.7 

percentage points. The 

World Bank, however, is 

more optimistic and has 

projected a GDP growth 

of 7% in 2016–17, 7.6% in 

2017–18 and 7.8% in 

2018–19. 

 

Inflation: 

 

The retail inflation stayed 

above the comfort zone of 

5% till August 2016, but it 

started moderating 

thereafter during the 

normal monsoon, 

dropping to a two-year 

low of 3.4%. The average 

for the year-to-date 

(April-December 2016) 

stood at 4.85%, a tad 

higher than 4.8% during 

the same period of the 

INDIA 
 

India Budget (Key Tax Provisions and Economic Indicators) 

Sharp & Tannan  
Chartered Accountants 
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 previous year. 

 

Fiscal deficit: 

 

The revised estimate of 

fiscal deficit in 2016–17 is 

3.2% of the GDP, down 

from a budgeted 3.5%. It 

is expected to stay at 3.2% 

in FY2018 and then down 

to 3.0% in the following 

year, in accordance with 

the recommended 3.0% 

fiscal deficit for the next 

three years by the newly 

constituted FRBM 

committee. The FRBM 

committee recommends a 

sustainable debt target 

with a debt-to-GDP ratio 

of 60% percent by 2023 

and the fiscal deficit to 

come down to 3.0%. 

 

The gradual decline in 

fiscal deficit assures 

prudent fiscal 

consolidation without 

sacrificing public 

expenditure, while 

private sector investment 

is expected to be sluggish. 

The focus now will be on 

revenue and capital 

expenditure as the new 

budget does away with 

the plan and non-plan 

expenditure. 

 

The total expenditure in 

Budget 2017–18 has been 

placed at Rs.21.47 lakh 

crores. With the abolition 

of plan and non-plan 

classification of 

expenditure, the focus is 

now on revenue and 

capital expenditures. 

 

Considering the fiscal 

deficit roadmap for the 

next three years and the 

need for higher public 

expenditure in the 

context of sluggish 

private sector investment 

and slow global growth, 

the fiscal deficit for 2017–

18 has been pegged at 

3.2% of the GDP, and he 

further committed to 

achieve 3% in the 

following year, that is, in 

2018–19. 

 

Demonetization:  

 

On 8 November 2016, the 

government announced 

the demonetization of 

Rs.500 and Rs.1,000 

denomination notes, 

thereby rendering 86% of 

the cash in circulation as 

invalid. The government 

also placed various 

restrictions on the 

convertibility of domestic 

money and bank 

deposits. 

 

The entire process was 

aimed at curbing 

corruption, 

counterfeiting, terrorist 

activities and 

accumulation of black 

money. With 

demonetization, the 

economy was exposed to 

various long-term 

benefits on one hand and 

short term costs on the 

other. The costs came in 

the shape of hardships 

and inconvenience, 

especially in the informal 

and cash intensive sectors 

that felt the loss in 

income and employment. 

 

It is also hoped that in the 

long term, 

demonetization may lead 

to higher GDP growth, 

better tax compliance and 

greater tax revenues by 

reducing corruption, 

laying emphasis on 

greater digitalization of 

the economy, increasing 

flows of financial savings, 

and ensuring greater 

formalization of the 

economy. 

 

Although GDP and 

economic activities were 

impacted adversely 

temporarily, the 

estimated effect of 

demonetization on GDP 

is in the range of one-

fourth to half percentage 

points, thereby 

registering the potential 

GDP growth in the range 

of 6.5% to 7.5%. 

 

While it is too early to 

assess the long-term 

effects of demonetization, 

it is hoped that this 

measure would prove to 

be a catalyst for the 

following long lasting 

and far reaching changes: 

 

• Taxing of black 

money, and thereby 

reducing the menace 

of unaccounted 

money in the 

economy and 

shifting towards a 

formal payment 

system 

• Increase in tax 

compliance by 

imposing financial 

penalties 

• Increase in financial 

savings by 

channelizing savings 

into the formal 

financial system 

• Reduction in cash 

transactions and 

steering of the 

INDIA 
 

(Continued) 

” 

…demonetizationo

f Rs.500 and 

Rs.1,000 

denomination 

notes…rendering 

86% of the cash in 

circulation as 

invalid…” 
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economy towards an 

era of digital 

payments 

 

Key Structural Reforms: 

 

The year 2016 was one of 

reforms with the major 

thrust being on 

elimination of black 

money, corrective 

measures for various 

sectors, transparency and 

tackling of the issue of 

bureaucratic deadwood. 

 

• The foreign direct 

investment (FDI) 

policy was further 

liberalized, resulting 

in almost 90% of 

proposals falling 

under the automatic 

route. This had a 

positive impact as 

the FDI inflows 

increased from $350 

billion to $361 billion 

over the previous 

year. This is 

particularly 

creditable as it 

occurred during a 

period when global 

FDI flows declined. 

• Additionally, the 

government 

announced a slew of 

schemes for the poor, 

farmers, senior 

citizens and small 

businesses towards 

the end of 2016. Two 

housing schemes 

were announced for 

the urban and rural 

poor. For the urban 

poor, the Prime 

Minister announced 

4% and 3% interest 

exemption on loans 

of up to ₹9 lakh and 

₹12 lakh, 

respectively, and for 

the rural poor, a 3% 

interest exemption 

was announced on 

loans of up to ₹2 

lakh. Besides, the 

interest for 60 days 

on loans taken by the 

farmers from 

cooperative banks 

will be paid by the 

government. 

• Several measures 

were announced by 

the Department of 

Industrial Policy and 

Promotion to bring 

India in the list of the 

top 50 countries in 

the World Bank’s 

“Ease of doing 

business” index, 

climbing several 

rungs up the ladder 

from the current 

rank of 130. These 

measures include the 

following: loading of 

the e-Biz portal with 

services required for 

starting a business; 

reduction in the 

number of days to 

start a business to 

four days; use of the 

Shram Suvidha 

portal for filing 

returns and challans; 

and contributions to 

EPFO and ESIC. 

• The Benami 

Transactions 

(Prohibition) Act was 

brought into force on 

1 November, 2016, as 

a measure to curb 

black money. The Act 

prohibits illegal 

benami transactions 

and also makes a 

provision for up to 

seven years of 

imprisonment and 

penalty. The Act also 

serves as a corrective 

measure to the real-

estate sector and is 

aimed at making the 

sector more 

transparent. 

• In line with the JAM 

troika (Jan Dhan-

Aadhaar-Mobile), 

the Aadhaar 

(Targeted Delivery of 

Financial and other 

Subsidies, Benefits 

and Services) Act, 

2016, provided for 

efficient, transparent 

and targeted 

delivery of subsidies, 

benefits and services, 

the expenditure for 

which is incurred 

from the 

Consolidated Fund 

of India, to 

individuals residing 

in India by assigning 

unique identity 

numbers to such 

individuals. 

• The long process of 

winding up a 

bankrupt company 

contributes to overall 

legal paralysis and 

locks up assets and 

intellectual property 

that could be 

deployed elsewhere. 

The Insolvency and 

Bankruptcy Code, 

2016, that governs 

the liquidation 

process, insolvency 

for corporations, and 

regulation of 

insolvent 

professionals would 

help in alleviating 

the woes of public 

sector banks already 

burdened with bad 

loans and improving 

INDIA 
 

(Continued) 

” …loading of the  

e-Biz portal… 

reduction in the 

number of days to 

start a business to 

four days…” 
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the ease of doing 

business. 

• A special scheme for 

creating employment 

was launched in the 

textile sector, and the 

government now 

proposes to launch 

similar scheme for 

the leather and 

footwear industries. 

• The Union 

Government has 

approved the re-

designation of the 

Delhi-Mumbai 

Industrial Corridor 

Project 

Implementation 

Trust Fund 

(DMICPTF) as the 

National Industrial 

Corridor 

Development & 

Implementation 

Trust (NICDIT). The 

NICDIT will be the 

apex body to oversee 

the integrated 

development of all 

industrial corridors 

across the country. It 

will implement all 

five proposed 

industrial corridors, 

together covering 15 

states. 

 

Outlook: 

 

• GDP growth is 

expected to exceed 

the 7% mark in 

FY2018 after 

suffering from the 

transient negative 

impact of 

demonetization in 

FY2017. On the 

contrary, 

demonetization is 

expected to leave a 

positive impact on 

the economy 

through greater tax 

compliance, 

increased 

digitalization and 

investments in 

capital formation. 

Besides, in order to 

mitigate the adverse 

impact of 

demonetization, 

several pro-poor and 

pro-rural initiatives 

have been taken in 

the budget to spur 

demand, 

contributing towards 

economic growth. 

• Demonetization also 

led to an increase in 

bank deposits. 

Flushed with cash, 

the banks are 

expected to cut 

lending rates. Real-

estate prices are also 

expected to remain 

low. 

• The Goods and 

Services Tax (GST) 

Bill is expected to be 

implemented by 1 

July, 2017, and it is 

likely to lead to 

spurring growth, 

competitiveness, 

indirect tax 

simplification and 

greater transparency. 

Apart from widening 

of the tax net, GST 

will also contribute 

significantly to the 

GDP. However, 

although making 

projections and 

targets for GST 

revenue in its first 

year of 

implementation 

would be difficult, 

we believe that GST 

will help boost GDP 

figures, and the 

estimated impact on 

the GDP may vary 

between 1% to 2%. 

• The current account 

deficit has declined 

to reach about 0.3% 

of the GDP in the 

first half of the year 

2017, and it is 

expected to be at 

around sub-one 

percent level in 

FY2018. 

• The retail inflation 

declined 

substantially to 3.4% 

at the end of 

December, and it is 

expected to be below 

the Reserve Bank of 

India’s target of 5%. 
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(Continued) 

” 

…Demonetization

also led to an 

increase in bank 

deposits…” 
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Total Income Proposed tax rate* 

(AY 2018-19) 

Existing tax rate* 

(AY 2017-18) 

Up to INR 250,000** Nil Nil 

INR 250,001 to INR 500,000 5% 10% 

INR  500,001 to 1,000,000 20% 20% 

Above INR 1,000,000 30% 30% 

Particulars Taxable income  

< INR 10 million 

INR 10 million 

< taxable income < 

INR 100 million 

Taxable income > 

INR 100 million 

Corporate tax 40.00% 40.00% 40.00% 

Surcharge - 2.00% 5.00% 

Corporate tax + 

surcharge 

40.00% 40.80% 42.00% 

Education cess 

thereon 

3.00% 3.00% 3.00% 

Effective tax rate 41.20% 42.02% 43.26% 

General Tax Highlights: 

 

Individual Taxation:- 

 

*Education cess and surcharge as applicable 
 
**Basic exemption limit for resident individuals above 60 years but less than 80 years of age at any time 

during the FY is INR 300,000 and for resident individuals 80 years of age or more is INR 500,000 

(unchanged). 

Surcharge 

 

A surcharge of 10% on 

tax payable is proposed 

for individuals having an 

income of INR 50 lakhs to 

INR 1 crore. 

 

Maximum marginal tax 

rate (MMR) for 

individuals having 

income up to INR 1 crore 

will change to 33.99% 

(from 30.9%). There is no 

change in the MMR of 

35.54% for income above 

INR 1 crore (wherein a 

surcharge of 15% 

applies). 

 

 

 

 

 

Corporate Tax :- 

 

Foreign Company 

 

Corporate tax rates 

remain unchanged at 40% 

(plus applicable 

surcharge and education 

cess). Effective tax rates 

remain unchanged as 

under. 

 

 

INDIA 
 

(Continued) 

” …maximum 

marginal tax 

rate…will change 

to 33.99%…” 
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Particulars Taxable income  

< INR 10 million 

INR 10 million 

< taxable income < 

INR 100 million 

Taxable income > 

INR 100 million 

Corporate tax 25.00% 25.00% 25.00% 

Surcharge - 7.00% 12.00% 

Corporate tax + 

surcharge 

25.00% 26.75% 28.00% 

Education cess 

thereon 

3.00% 3.00% 3.00% 

Effective tax rate 25.75% 27.55% 28.84% 

Domestic Company 

 

Corporate tax rate 

reduced to 25% (plus 

applicable surcharge and 

education cess) for 

domestic companies 

having total turnover/ 

gross receipts in the 

previous year (2015-16) 

not exceeding INR 500 

million. In other cases, 

the tax rates remain 

unchanged at 30% (plus 

applicable surcharge and 

education cess). 

 

For a domestic company 

having total turnover/ 

gross receipts in the 

previous year (2015-16) 

not exceeding INR 500 

million. Effective tax rates 

are as under :- 

Long-term capital asset 

 

The holding period in 

respect of immovable 

properties to qualify as 

long-term capital asset 

has been proposed to be 

reduced to 24 months 

from 36 months. 

 

The base year for 

computation of capital 

gains for old capital 

assets acquired before 1  

April, 1981 has been 

proposed to move to 1 

April, 2001. Now the cost 

of acquisition of assets 

acquired before 1 April, 

2001 shall be allowed to 

be taken at fair market 

value as of 1 April, 2001. 

 

Tax on certain long-term 

equity share or units 

Equity shares in a 

company or a unit of an 

equity-oriented fund 

acquired on or after 1 

October, 2004, on which 

STT has not been paid on 

purchase, is proposed to 

be taxed as long-term 

capital gains. Presently, 

the capital gains arising 

on transfer of above 

assets is exempt from tax, 

if the sale transaction 

suffers STT. 

 

Tax Framework for start-

ups in India: 

 

Proposed rationalization 

of conditions for claiming 

profit-linked deductions 

by eligible start-ups 

 

Profit-linked deductions 

to be claimed by eligible 

start-ups for three 

consecutive years out of 

seven years beginning 

from the year in which 

such start-up is 

incorporated 

 

Under the existing 

provisions, 100% 

deduction of the profits 

and gains derived by an 

eligible start-up, which is 

set-up before 1 April, 

2019, from eligible 

business involving 

innovation, development, 

deployment or 

commercialization of new 

products, processes or 

services driven by 

technology or intellectual 

property, is allowed, 

subject to other 

prescribed conditions. 

 

INDIA 
 

(Continued) 

” …100% deduction 

of the profits and 

gains derived by an 

eligible start-up…is 

allowed…” 
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 INDIA 
 

(Continued) 

” …start-ups…shall 

be allowed to carry 

forward losses… 

only if all the 

shareholders… 

continue to hold 

those shares…” 

 

Such deduction is 

allowed for any three 

consecutive years, out of 

five years beginning from 

the year in which such 

start-up is incorporated. 

 

In light of the fact that 

start-ups may take time 

to earn profits from their 

business, such deduction 

is proposed to be allowed 

for any three consecutive 

years, out of seven years 

beginning from the year 

in which such start-up is 

incorporated. 

 

This amendment will 

apply in relation to 

assessment year 2018-19 

and subsequent years. 

 

Carry forward and set off 

of past losses: 

 

Eligible start-ups, as 

referred to in section 

80IAC, shall be allowed 

to carry forward losses 

incurred in any prior year 

and set off against 

income of the previous 

year, only if all the 

shareholders holding 

shares in the prior year 

continue to hold those 

shares in the year of set 

off as well. 

 

Presently, as per section 

79, a company (in which 

the public is not 

substantially interested) 

can carry forward losses 

incurred in any prior year 

and set it off against 

income of the previous 

year, only if more than 

51% the shareholders of 

such company 

beneficially holding 

shares carrying voting 

power on the last day of 

the prior year in which 

the loss was incurred, 

continue to beneficially 

hold these shares on the 

last day of the previous 

year in which set off is 

claimed. 

 

It is now proposed to 

amend section 79 to 

provide that in case of 

eligible start-up 

companies referred to in 

section 80IAC, such carry 

forward of losses and set 

off against income of the 

previous year shall be 

allowed only if all the 

shareholders holding 

shares in the prior year in 

which loss was incurred, 

continue to hold those 

shares in the year of set 

off as well. Further, only 

the losses incurred 

during the period of 

seven years beginning 

from the year in which 

such company was 

incorporated would be 

allowed to be carried 

forward. 

 

The exceptions provided 

under section 79 in 

relation to changes in 

shareholding due to 

death of a shareholder, or 

gifting of shares to 

relatives of the 

shareholders or change in 

the shareholding of an 

Indian company that is a 

subsidiary of a foreign 

company on account of 

amalgamation or 

demerger of a foreign 

company shall continue 

as per existing provisions 

of section 79. 

 

This amendment will 

apply in relation to 

assessment year 2018-19 

and subsequent years. 

 

Incorporation of BEPS 

recommendation: 

 

Proposed amendment to 

limit deduction of 

interest in certain cases 

 

Under the existing 

provisions, interest paid 

by an Indian company to 

any non-resident 

associated enterprise is 

allowable as a deduction 

without any limit, as long 

as the interest fulfils the 

arm’s length test as per 

the Indian transfer 

pricing regulations. There 

are no thin capitalization 

provisions in the existing 

law. 

 

In order to incorporate 

the recommendations of 

the OECD G-20 

Committee in its report 

on Base Erosion and 

Profit Shifting (BEPS) 

Action Plan 4, a new 

section 94B is proposed to 

be introduced to provide 

that: 

 

• Where an Indian 

company or a 

permanent 

establishment of a 

foreign company 

pays interest or 

similar consideration 
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INDIA 

 

(Continued) 

” …requirement to 

repatriate the excess 

money available 

with the associated 

enterprise to 

India…” 

 

exceeding INR 10 

million, in respect of 

any debt from a non-

resident associated 

enterprise of, any 

excess interest as 

defined shall not be 

deductible in 

computation of 

income from 

business. 

• Excess interest is 

defined as the total 

interest in excess of 

30% of the earnings 

before interest, taxes, 

depreciation and 

amortization 

(EBITDA) or interest 

paid to associated 

enterprises, 

whichever is lower. 

• In case the debt is 

issued by a lender 

that is not an 

associated enterprise 

but the associated 

enterprise provides 

an explicit or implicit 

guarantee to such 

lender or deposits a 

corresponding and 

matching amount of 

funds with the 

lender, such debt 

shall be deemed to 

have been issued by 

the associated 

enterprise. 

• This section does not 

apply to an Indian 

company or a 

permanent 

establishment of a 

foreign company, 

which is engaged in 

the business of 

banking or 

insurance. 

• The excess interest, 

which is disallowed 

can be carried 

forward to the 

following assessment 

year and allowed as 

a deduction against 

profits of the 

subsequent years, 

subject to the 

maximum allowable 

interest expenditure 

stated above. The 

excess interest can be 

carried forward only 

for eight assessment 

years immediately 

succeeding the 

assessment year in 

which excess interest 

is computed. 

• The terms associated 

enterprise, debt and 

permanent 

establishment have 

been defined for the 

purposes of this 

provision. 

• The proposed 

amendment shall be 

applicable from AY 

2018-19 onwards 

(Financial year 2017-

18). 

 

Transfer Pricing: 

 

Introduction of secondary 

adjustments 

 

Secondary adjustments 

seek to give an economic 

effect to the primary 

transfer pricing 

adjustment as if the 

underlying transaction 

had actually taken place 

at arm’s length. Many 

jurisdictions, including 

the US, Germany, France 

and Netherlands, provide 

for secondary 

adjustments, and the 

same may take the form 

of a deemed dividend, 

equity contribution or 

loan. 

 

The provisions define a 

secondary adjustment as 

an adjustment in the 

books of accounts of the 

taxpayer and the 

associated enterprise. 

Further, there is a 

requirement to repatriate 

the excess money 

available with the 

associated enterprise to 

India. If such excess 

money is not repatriated 

within the prescribed 

time limit, the same will 

be considered as an 

advance made by the 

taxpayer to the associated 

enterprise, and interest 

will be computed on the 

same. The manner of 

computation of interest, 

that is the rates, duration, 

etc., will be prescribed in 

due course. 

 

Secondary adjustments 

will be required in case of 

the following primary 

adjustments:  

 

• Suo-moto 

adjustment offered 

by the taxpayer 

• Adjustment made by 

the Assessing Officer 

and accepted by the 

taxpayer 

• Adjustment 

determined by an 

Advance Pricing 

Agreement (APA) 

• Adjustment made as 

per safe harbor rules 

• Adjustment arising 

as a result of a 
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Mutual Agreement 

Procedures (MAP) 

resolution 

 

The provisions indicate 

that secondary 

adjustments would not 

apply for the Financial 

Year 2015–16 or prior 

years, but only if the 

primary adjustment does 

not exceed Rs. 10 million. 

In all other cases, it 

would appear to apply. 

 

Further clarity is required 

in terms of how the 

provisions will be applied 

to periods prior to 1 

April, 2017 (the date the 

provisions would come 

into force), how an 

adjustment could be 

made in the books of 

accounts of the associated 

enterprise, possibility of 

securing double taxation 

relief when the associated 

enterprise does not agree 

to the adjustment, etc. 

 

Restrictions on interest 

deductions 

 

The Base Erosion and 

Profit Shifting (BEPS) 

Action Plan 4 of the 

Organization for 

Economic Co-operation 

and Development 

recommended alternate 

approaches for countries 

to limit tax base erosion 

through interest 

deductions and other 

financial payments. As 

India’s response to the 

above action plan, Budget 

2017 proposes to limit tax 

deduction of specified 

interest expenses.  

 

The provisions will apply 

to taxpayers that are 

Indian companies or 

permanent 

establishments of foreign 

companies in India. 

Taxpayers engaged in 

banking or insurance 

business have been 

excluded. 

 

The provisions will apply 

to interest or similar 

expenses paid (including 

those paid on existing 

debt) to:  

 

i) Overseas associated 

enterprises or 

ii) Third-party lenders 

for whom the 

underlying debt is 

backed by an 

implicit or explicit 

guarantee or 

equivalent deposit 

from overseas 

associated 

enterprises. 

 

Any interest paid for the 

year under consideration 

in excess of 30% of the 

earnings before interest, 

taxes, depreciation and 

amortization of the 

taxpayer will be treated 

as excess interest. Excess 

interest disallowed in a 

year will be eligible for 

carry forward up to eight 

consecutive years subject 

to the above limits. The 

provisions will not apply 

to interest paid or 

payable up to Rs.10 

million.  

 

It is relevant to note that 

the provisions do not 

correspondingly limit the 

withholding tax liability 

or taxability of the non-

resident associated 

enterprise on the interest 

income. 

 

The provisions will apply 

from the Financial Year 

2017–18 and will apply to 

interest claimed as a 

deduction from business 

income. 

 

Indirect Taxes: 

 

Government reaffirms 

commitment to introduce 

Goods and Service Tax 

(GST) w.e.f. 1st July, 2017, 

 

INDIA 
 

(Continued) 

”…BEPS…response 

to the above action 

plan,…proposes to 

limit tax deduction 

of specified interest 

expenses…” 
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 Answer 

To whom do the CbCR Rules apply to? (i) Any constituent entities of the MNC 

Group having cross border    

transactions with its other constituent 

entities; 

(ii) The MNC Group has total consolidated 

revenue of at least RM3 billion in the 

financial year preceding the reporting 

financial year; 

(iii) The ultimate holding company is 

incorporated and resident in Malaysia; 

and 

(iv) Its constituent entities* are incorporated 

or registered under the Companies Act 

1965 or under any written law or under 

the laws of a territory outside Malaysia 

and resident in Malaysia. 

 

* Constituent entities are defined as any 

separate business unit which is 

 

(a) included in the consolidated financial 

statements of the MNC Group or 

would have been included if equity 

interests in such business unit were 

traded on a public securities exchange; 

(b) excluded from consolidated financial 

statements solely on the basis of size or 

materiality; or 

(c) a permanent establishment of any 

business unit of the MNC Group if the 

permanent establishment has a 

separate financial statement prepared 

for financial reporting, regulatory, tax 

or internal management purposes. 

 

The Malaysian Inland 

Revenue Board issued the 

Income Tax (Country-by-

Country Reporting) Rules 

2016 (“CbCR Rules”) on 

23 December 2016 which 

came into effect on 1 

January 2017.  The CbCR 

Rules are in line with the 

initiatives of the Action 

Point 13 of the OECD’s 

Base Erosion and Profit 

Shifting (“BEPS”). 

 

The CbCR Rules apply to 

a Multinational 

Corporation Group 

(“MNC Group”) which 

satisfies the following 

conditions: 

 
 
RUSSELL BEDFORD MALAYSIA 

Malaysia Introduces Country-by-Country Reporting Requirements 

” …CbCR Rules 

apply to…MNC 

Group has total 

consolidated 

revenue of at least 

RM3 billion…” 

 

MALAYSIA 
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Answer 

Who is required to file the CbCR? (i) The ultimate holding company of an 

MNC Group that is resident in Malaysia; 

or 
 

(ii) The surrogate holding company (a 

constituent entity of an MNC Group that 

is resident in Malaysia and appointed by 

the MNC Group as a sole substitute for 

the ultimate holding company to file the 

CbCR) is required to file the CbCR if: 
 
• The ultimate holding company is not 

resident in Malaysia and is not 

obligated to file a CbCR in its 

respective tax jurisdiction; 

• The jurisdiction in which the 

ultimate holding company is resident 

for tax purposes has a current 

International Agreement to which 

Malaysia is a party but does not have 

a Qualifying Competent Authority 

Agreement with Malaysia in effect at 

the time the CbCR is required to be 

filed; or 

• In the case of systemic failure of the 

jurisdiction of tax residence of the 

ultimate holding company. 
 

What are the contents of a CbCR? (i) Revenue, profit or loss before income 

tax, income tax paid, income tax 

accrued, stated capital, accumulated 

earnings, number of employees, tangible 

assets other than cash or cash 

equivalents; and 
 

(ii) Identification of each constituent entity 

in the MNC Group covering the 

following: 
 
• The jurisdiction where the entity is a 

tax resident; 

• Country of incorporation; and 

• Nature of the main business activity 

of activities. 
 

(iii) The financial information has to be 

denominated in Malaysian Ringgit. 
 

What is the filing timeline? The CbCR must be filed to the Malaysia 

Inland Revenue Board not later than 12 

months after the last day of the reporting 

financial year. 

What are the penalties for non-compliance? RM20,000 and not more than RM100,000, or 

imprisonment of up to 6 months or both. 

MALAYSIA 
 

(Continued) 

” …the surrogate 

holding 

company…is 

required to file 

CbCR…” 
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Singapore Budget 2017 Overview of Tax Changes 
 

Singapore Budget 2017 Overview of Tax Changes 

On 20 February 2017, the 

Minister for Finance (the 

Minister), Mr. Heng Swee 

Keat, presented 

Singapore’s 2017 Budget 

Statement.  The Budget 

focuses on digitalization, 

innovation and 

internationalization. 

 

Below are some 

highlights of the Budget: 

 

Business Tax 

 

Enhancing and extending 

Corporate Income Tax (CIT) 

Rebate 

 

• CIT rebate cap will be 

raised from $20,000 to 

$25,000 for Year of 

Assessment (YA) 2017 

(with the rebate rate 

unchanged at 50%); 

and 

 

• CIT rebate will be 

extended for another 

year to YA 2018, but 

at a reduced rate of 

20% of tax payable 

and capped at $10,000. 

 

Extending the Withholding 

Tax Exemption (WHT) on 

payments made to non-

resident non-individuals for 

structured products offered 

by Financial Institutions 

(FIs)  

 

• The qualifying period 

for the WHT 

exemption on 

payments made to 

non-resident non-

individuals for 

structured products 

will be extended until 

31 March 2021. 

• All other conditions 

for the WHT 

exemption remain the 

same. 

 

Extending the Tax Incentive 

Scheme for Project and 

Infrastructure Finance 

 

• The tax incentive 

scheme currently 

provides the 

following tax benefits: 

o Exemption of 

qualifying income 

from qualifying 

debt securities 

(QDS); 

o Exemption of 

qualifying income 

from qualifying 

infrastructure 

projects/assets 

received by 

approved entities 

listed on the 

Singapore 

Exchange (SGX); 

o Concessionary tax 

rate of 10% on 

qualifying income 

derived by an 

approved 

Infrastructure 

Trustee 

Manager/Fund 

Management 

Company from 

managing 

qualifying SGX-

listed Business 

Trusts/Infrastructu

re funds in relation 

to qualifying 

infrastructure 

projects/assets; 

and 

o 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. 

 

• Currently, the above 

tax incentive scheme 

will lapse after 31 

March 2017. 

• The Minister has 

proposed to extend 

the tax incentive 

scheme for Project 

and Infrastructure 

Finance till 31 

December 2022 except 

that the stamp duty 

remission on 

instruments of 

transfer relating to 

qualifying 

infrastructure projects 

or assets will be 

allowed to lapse after 

31 March 2017. 

• All other conditions of 

the tax incentive 

scheme will remain 

the same. 

• The Monetary 

” …extending 

withholding tax 

exemption …for 

structured products 

offered by FIs” 
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Authority of 

Singapore (MAS) will 

release additional 

details of the change 

by May 2017. 

 

Introducing an Intellectual 

Property (IP) Regime 

 

• Currently, the 

Pioneer-

Services/Headquarters 

Incentive and the 

Development and 

Expansion Incentive-

Services/Headquarters 

covers IP income if the 

IP income arises from 

qualifying activities. 

• To encourage the use 

of IPs arising from 

taxpayers’ R&D 

activities, IP income 

will be incentivized 

under a new IP 

Regime named IP 

Development 

Incentive (IDI). 

• The IDI incorporates 

the BEPS-compliant 

modified nexus 

approach. 

• Such income will be 

removed from the 

scope of Pioneer-

Services/Headquarters 

Incentive and the 

Development and 

Expansion Incentive-

Services/Headquarters 

for new incentive 

award approved on or 

after 1 July 2017.  

Existing incentive 

recipients will 

continue to have such 

income covered under 

their existing 

incentive awards till  

30 June 2021. 

• The IDI will take 

effect on or after 1 July 

2017 and will be 

administered by 

Economic 

Development Board 

(EDB). 

• EDB will release 

further details of the 

change by May 2017. 

 

Refining the Finance and 

Treasury Centre (FTC) 

Scheme 

 

• Currently, the FTC 

scheme grants 

concessionary tax rate 

of 8% on qualifying 

income derived by 

approved FTCs. 

• The Minister has 

proposed the 

streamlining of 

qualifying 

counterparties for 

certain transactions of 

approved FTCs. 

• The change will apply 

to new or renewal 

incentive awards 

approved on or after 

21 February 2017. 

• EDB will release 

further details of the 

change by May 2017. 

 

Enhancing the Global 

Trader Programme (GTP) 

 

• The GTP grants a 

concessionary tax rate 

of 5% or 10% on 

qualifying income 

derived by approved 

global trading 

companies from 

qualifying 

transactions. 

• The GTP will be 

enhanced as follows: 

a) The requirement 

for qualifying 

transactions to be 

carried out with 

qualifying 

counterparties 

will be removed.  

Consequently, 

concessionary tax 

rate will be 

granted to 

approved global 

trading 

companies on 

income derived 

from qualifying 

transactions with 

any counterparty; 

b) Concessionary 

tax rate will be 

granted to 

approved global 

trading 

companies on 

physical trading 

income derived 

from 

transactions in 

which the 

commodity is 

purchased for 

the purposes of 

consumption in 

Singapore or for 

the supply of 

fuel to aircraft or 

vessels within 

Singapore; 

c) Concessionary 

tax rate will be 

granted to 

approved global 

trading 

companies on 

physical trading 

income 

attributable to 

storage in 

Singapore or 

any activity 

carried out in 

Singapore which 

adds value to 

commodity by 

any physical 

” …concessionary 

tax rate…to 

approved global 

trading 

companies… 

attributable to 

storage in 

Singapore…” 

 

SINGAPORE 
 

(Continued) 
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 alteration, 

addition or 

improvement 

(including 

refining, 

blending, 

processing or 

bulk-breaking); 

and 

d) The substantive 

requirement to 

qualify for the 

GTP will be 

increased. 

 

• The enhancements in 

(a) to (c) will apply to 

qualifying income 

derived on or after 21 

February 2017 by 

approved global 

trading companies 

from qualifying 

transactions. 

• The enhancement in 

(d) will apply to new 

or renewal incentive 

awards approved on 

or after 21 February 

2017. 

• IE Singapore will 

release additional 

details by May 2017. 

 

Withdrawing the Tax 

Deduction for Computer 

Donation Scheme 

 

• To encourage the use 

of information 

technology, a 250% 

tax deduction is 

granted on donation 

of computers 

(including computer 

software and 

peripherals) by any 

company to an 

Institution of Public 

Character or 

prescribed 

educational, research 

or other institution in 

Singapore. 

• The tax deduction 

scheme will be 

withdrawn after 20 

February 2017 as the 

objective has been 

achieved. 

 

Withdrawing the 

Accelerated Depreciation 

Allowance for Energy 

Efficient Equipment and 

Technology (ADA-EEET) 

Scheme 

 

• Capital expenditure 

incurred for certified 

energy efficient and 

energy-saving 

equipment may 

qualify for an 

accelerated writing-

down period of 1 

year instead of 3 

years under Section 

19A(6) of the 

Singapore Income 

Tax Act (ITA). 

• Over the years, new 

incentives such as 

the Investment 

Allowance – Energy 

Efficiency Scheme 

and the Productivity 

Grant were 

introduced to 

promote energy 

efficiency. 

• To streamline 

incentives that 

promote energy 

efficiency, the ADA-

EEET scheme 

introduced in 1996 

will be withdrawn 

after 31 December 

2017.  No ADA-EEET 

will be granted for 

equipment installed 

on or after 1 January 

2018. 

Allowing the accelerated 

Writing-Down Allowances 

(WDA) for acquisition of 

Intellectual Property Rights 

(IPRs) for Media and 

Digital Entertainment 

(MDE) content scheme to 

lapse 

 

• An approved MDE 

company or 

partnership is 

allowed to claim 

WDA over a period 

of two years for 

capital expenditure 

incurred in respect of 

IPRs pertaining to 

films, television 

programmes, digital 

animation or games, 

or other MDE 

content acquired for 

use in its business. 

• The accelerated 

WDA was to expire 

in YA 2015 but was 

extended for three 

years to YA 2018 in 

Budget 2014. 

• As the scheme is 

assessed to be no 

longer relevant, the 

accelerated WDA for 

the MDE content 

scheme is scheduled 

to lapse after the last 

day of the basis 

period for YA 2018. 

• MDE companies or 

partnerships may 

elect to claim WDA 

under Section 19B 

over a writing down 

period of 5, 10 or 15 

years on qualifying 

capital expenditure. 

 

 

 

 

 

” …certified energy 

efficient and energy-

saving equipment 

may qualify for an 

accelerated writing-

down…” 

 

SINGAPORE 
 

(Continued) 
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 Allowing the International 

Arbitration Tax Incentive 

(IArb) to lapse 

 

• The IArb was 

introduced to 

encourage the 

provision of 

international 

arbitration services 

and attract overseas 

law practices to set 

up international 

arbitration services 

in Singapore.    

• The incentive grants 

approved law 

practices 50% tax 

exemption for a 

period of 5 years on 

qualifying 

incremental income 

derived from the 

provision of legal 

services in 

connection with 

international 

arbitration. 

• Over the past 

decade, Singapore 

has grown as an 

international 

arbitration hub.  As 

part of the regular 

review of tax 

incentives, the IArb 

will be allowed to 

lapse after 30 June 

2017. 

 

Introducing a safe harbor 

rule for payments under 

Cost Sharing Agreements 

(CSAs) for R&D projects 

 

• Currently, taxpayers 

claiming a tax 

deduction for R&D 

expenditure under 

Section 14D of the 

ITA for payments 

made under a CSA 

(CSA payments) are 

subject to specific 

restriction rules for 

certain categories of 

expenditure 

disallowed under 

Section 15 of the ITA. 

• As such, the 

breakdown of the 

expenditure covered 

by the CSA 

payments is 

examined so as to 

exclude the 

disallowed 

expenditure. 

• To ease compliance, 

a safe harbor rule has 

been proposed.  

Taxpayers may now 

opt to claim a tax 

deduction under 

Section 14D for 75% 

of the CSA payments 

incurred for 

qualifying R&D 

projects, instead of 

providing the 

breakdown of the 

expenditure covered 

by the CSA 

payments. 

• The change will 

apply to CSA 

payments made on 

or after 21 February 

2017. 

• The change will 

apply to CSA 

payments made on 

or after 21 February 

2017. 

 

Extending the Withholding 

Tax (WHT) exemption on 

payments for international 

telecommunications 

submarine cable capacity 

under an Indefeasible Rights 

of Use (IRUs) agreement 

 

• As payments for 

international 

telecommunications 

submarine cable 

capacity under an 

IRU agreement fall 

under the scope of 

Section 12(7) of the 

ITA, persons making 

such payments to 

non-residents are 

required to withhold 

tax on the payments.  

• The WHT exemption 

on payments for 

international 

telecommunications 

submarine cable 

capacity under an 

IRU agreement was 

introduced to 

encourage 

telecommunications 

operators to provide 

international 

connectivity.  

• The scheme is 

scheduled to lapse 

after 27 February 

2018.  

• In line with the 

Government’s thrust 

to grow the digital 

economy and 

continue to be a key 

hub for data flow, the 

WHT exemption on 

payments for 

international 

telecommunications 

submarine cable 

capacity under an 

IRU agreement will 

be extended till 31 

December 2023.  

 

Extending and refining the 

Aircraft Leasing Scheme 

(“ALS”) 

 

• Under the ALS, 

approved aircraft 

lessors and aircraft 

investment managers 

can enjoy the 

following tax 

” …claim a tax 

deduction…for 75% 

of the CSA 

payments incurred 

for qualifying R&D 

projects…” 

 

SINGAPORE 
 

(Continued) 
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 benefits:  

o Approved aircraft 

lessors are subject 

to a 

concessionary tax 

rate of 5% or 10% 

on income 

derived from the 

leasing of aircraft 

or aircraft engines 

and qualifying 

ancillary 

activities under 

Section 43Y of the 

ITA; and 

o Approved aircraft 

managers are 

subject to a 

concessionary tax 

rate of 10% on 

income derived 

from managing 

the approved 

aircraft lessor and 

qualifying 

activities under 

Section 43Z of the 

ITA. 

 

• Qualifying ancillary 

activities under 

Section 43Y of the 

ITA include 

incidental income 

derived from the 

provision of finance 

in the acquisition of 

any aircraft or 

aircraft engines by 

any airline company. 

• WHT exemption is 

also granted on 

qualifying payments 

made by approved 

aircraft lessors to 

non-tax-residents 

(excluding a 

permanent 

establishment in 

Singapore) in respect 

of qualifying loans 

entered into on or 

before 31 March 2017 

to finance the 

purchase of aircraft 

and aircraft engines, 

subject to conditions.  

• The scheme is 

scheduled to lapse 

after 31 March 2017.  

• To continue to 

encourage the 

growth of the aircraft 

leasing sector in 

Singapore, the ALS 

will be extended and 

refined as follows:  

a) The ALS will be 

extended till 31 

December 2022; 

b) The scope of 

qualifying 

ancillary 

activities for 

approved aircraft 

lessors under 

Section 43Y of the 

ITA will be 

updated to cover 

incidental income 

derived from the 

provision of 

finance in the 

acquisition of 

aircraft or aircraft 

engines by any 

lessee; and  

c) The 

concessionary tax 

rate on income 

derived from 

leasing of aircraft 

or aircraft 

engines and 

qualifying 

ancillary 

activities will be 

streamlined from 

5% and 10% to a 

single rate of 8%. 

  

• The enhancement for 

(b) will apply to 

income derived on or 

after 21 February 

2017 for all incentive 

recipients.  

• The refinement in (c) 

will apply to new or 

renewal incentive 

awards approved on 

or after 1 April 2017.  

• In addition, the 

automatic 

withholding tax 

exemption regime 

will be extended to 

qualifying payments 

made on qualifying 

loans entered into on 

or before 31 

December 2022.  

• EDB will release 

further details of the 

change by May 2017.  

 

Extending and refining the 

Integrated Investment 

Allowance (IIA) scheme 

 

• The IIA scheme was 

introduced to keep 

pace with the 

evolving business 

environment. The 

scheme grants a 

qualifying company 

an additional 

allowance in respect 

of the fixed capital 

expenditure incurred 

on qualifying 

productive 

equipment placed 

with an overseas 

company for an 

approved project.  

• For the purpose of 

the scheme, one of 

the qualifying 

requirements is that 

the qualifying 

productive 

equipment has to be 

used by the overseas 

company solely to 

manufacture 

products for the 

qualifying company 

under the approved 

project.  

• The IIA scheme is 

” …WHT 

exemption … 

on qualifying 

payments… to 

non-tax- 

residents  … 
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 scheduled to lapse 

after 28 February 

2017.  

• The Minister has 

announced that the 

following changes to 

the IIA scheme: 

o IIA scheme will 

be extended till 

31 December 

2022.  

o In addition, the 

qualifying 

productive 

equipment may 

be used by the 

overseas 

company 

primarily to 

manufacture 

products for the 

qualifying 

company under 

an approved 

project.  

 

• The above 

liberalization in the 

qualifying 

requirement will 

apply to expenditure 

incurred on a 

qualifying 

productive 

equipment for a 

project approved on 

or after 21 February 

2017.   

 

Personal Tax 

 

Personal Income Tax Rebate 

for Resident Individual 

Taxpayers 

 

• A Personal Income 

Tax Rebate of 20% of 

tax payable will be 

granted to all 

individual tax 

residents for YA 2017 

(i.e. for income 

earned in 2016).  The 

rebated will be 

capped at $500 per 

taxpayer. 

 

Indirect Tax 

 

Withdrawing the GST 

Tourist Refund Scheme 

(TRS) for tourists departing 

by international cruise 

 

• Due to the very low 

transaction volume 

at the cruise 

terminals for tourist 

refunds, the GST 

TRS will be 

withdrawn for 

tourists who are 

departing by 

international cruise 

from the cruise 

terminals and whose 

purchases are made 

on or after 1 July 

2017.  

• Tourists who are 

departing by 

international cruise 

from the cruise 

terminals will have 

until 31 August 2017 

to claim GST refunds 

on purchases made 

before 1 July 2017.   

The eTRS facilities at 

the cruise terminals 

will be removed after 

31 August 2017.  

Others 

 

Allowing the Approved 

Building Project (ABP) 

Scheme to lapse 

 

• Currently, land 

under development 

is granted property 

tax exemption for a 

period of up to three 

years under the ABP 

scheme, subject to 

conditions. 

•  As property tax is a 

tax on property 

ownership and it 

should apply when 

the land is being 

developed, the ABP 

scheme will be 

allowed to lapse after 

31 March 2017. 

 

Restructure Diesel Taxes 

. 

• Diesel duty will be 

introduced to 

incentivize users to 

reduce their usage of 

diesel. With effect on 

or after 20 February 

2017, the diesel duty 

on automotive 

diesel, industrial 

diesel and diesel 

component of 

biodiesel is 

$0.10/liter. 

• The annual Special 

Tax will be 

permanently 

reduced for diesel 

cars and taxis by 

$100 and $850 

respectively. 

” …liberalization 

…qualifying 

requirement… on a 

qualifying 

productive 

equipment” 
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Emission Standard Special Tax Rate every six months 

Pre-Euro IV compliant Six times the Road Tax of an equivalent 

petrol-driven car, less $50 

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

payment of $575 

Euro V or JPN2009 compliant $0.20 per cc, less $50, subject to a minimum 

payment of $150. 

• To ease the transition 

to the re-introduction 

of diesel duty, three 

years of road tax 

rebates will be 

provided for 

commercial diesel 

vehicles: 

o 1 August 2017 – 

31 July 2018: 

100% Road tax 

rebate 

o 1 August 2018 – 

31 July 2019: 

75% Road tax 

rebate 

o 1 August 2019 – 

31 July 2020: 

25% Road tax 

rebate 

 

Extension of Additional 

Special Employment Credit 

(ASEC) 

 

• The Minister has 

proposed to extend 

the ASEC for another 

2.5 years from 1 July 

2017 to 31 December 

2019. 

• The extended ASEC 

will be applicable to 

eligible employees 

who are on the 

payroll from 1 July 

2017 to 31 December 

2019. 

• Payment of the 

ASEC will be made 

twice a year together 

with the SEC. 

• In addition, the 

Minister has 

proposed to double 

the monthly SEC and 

ASEC provided to 

business that hire 

Persons with 

Disabilities (PWD), 

subject to a monthly 

cap of $330 per 

PWD. 

 

Changes to Foreign Worker 

Levy (FWL) 

 

The Minister has 

proposed the following: 

 

• S Pass Holders: Levy 

rates for all tiers will 

be kept unchanged 

at 1 July 2016 rates as 

previously 

announced in Budget 

2016. 

• Work Permit 

Holders: 

o Construction 

Sector: Levy 

rates for Basic 

Tier R2 workers 

will be raised 

from the current 

$650 to $700 on 1 

July 2017 as 

previously 

announced in 

Budget 2015.  

The rates will 

apply up to 30 

June 2019. 

o Marine and 

Process Sectors: 

Levy rates will 

be kept 

unchanged for 

one more year, 

from 1 July 2017 

to 30 June 2018. 

o Manufacturing 

and Services 

Sectors: No 

change for 2017. 

  

 

” …three years of 

road tax rebates…” 
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Russell Bedford International is a global network of independent firms of accountants, 

auditors, tax advisers and business consultants. 

 

Ranked as one of the world's top accounting networks*, Russell Bedford International is 

represented by some 600 partners, 5000 staff and 290 offices in more than 100 countries in 

Europe, the Americas, Middle East, Africa, Indian Sub-Continent and Asia-Pacific. 

  
*Ranked by global revenues in International Accounting Bulletin World Surveys. Networks defined in accordance 

with IFAC Code of Ethics. 
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Business consultants with a 

global perspective 
Russell Bedford Asia Pacific Offices & Contacts 

Taiwan 

Arthur Lin 

jsgcpa@russellbedford.com.tw 

www.russellbedford.com.tw 

 
Thailand 

Prof. Kesree Narongdej  

kesree@amt-asso.com 

 

 
Vietnam - Hanoi 

Linh Thuy Do 

Linh.thuy.do@russellbedford.vn 

www.russellbedford.vn 

 
Vietnam - Ho Chi Minh City 

Van Anh Thai 

van.anh.thai@russellbedford.vn 

www.russellbedford.vn 

 

 

Australia - Melbourne 

Bruce Saward 

bruce@sawarddawson.com.au 

www.sawarddawson.com.au 

 

Australia - Perth 

Martin Michalik 

mmichalik@stantons.com.au 

www.stantons.com.au 

 
China - Beijing / Shanghai 

Guoqi Wang 

guoqi_wang@huaander.com 

www.huaander.com 

 
China - Hong Kong / Guangzhou / 

Shanghai 

Jimmy Chung 

jimmychung@russellbedford.com.hk 

www.russellbedford.com.hk 

 
China - Shanghai 

Charles Wang 

charles.w@jialiangcpa.cn  

www.jialiangcpa.cn 

 

India 

Shreedhar T. Kunte 

stk@sharpandtannan.com 

www.sharp-tannan.com 

 

Indonesia 

Syarief Basir 

sbasir@russellbedford.co.id 

www.russellbedford.co.id 

 
Korea (South) 

Kiwun Suh 

kws@cjac.kr 

www.cjac.kr 

 
Malaysia 

Loh Kok Leong 

lohkl@russellbedford.com.my 

www.russellbedford.com.my 

 
Pakistan 

Rashid Rahman Mir 

rsrirlhr@brain.net.pk 

 

 

 
Philippines 

Ma. Milagros F. Padernal 

mfpadernal@usacpas.com.ph 

www.usacpas.com.ph 

 

Singapore 

Douglas Tan 

douglas@stcsamasmgt.com.sg 

www.strb.com.sg 
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