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Budgets & 
improvements 

 

It’s time of the year that 

governments report their 

performance for the 

passing months and  

present revenue plans for 

the coming financial years. 

 

This edition of our 

Newsletter will cover 

plenty of these, including: 

 

 China – the road 

map for the last mile 

of converting 

Business Tax to VAT.   

The conversion will 

cover the remaining 

industries which are 

considered to be 

most difficult to deal 

with – construction, 

real estate, financial 

services and 

consumer services.  

 

 Hong Kong, India, 

Malaysia and 

Singapore  - each 

has its budget 

released or revised 

during Q1 of 2016. 

 

There are not many 

surprises in these budgets, 

and the common theme is 

to stimulate local 

economies against the 

backdrop of a gloomy 

global business outlook 

for 2016. 

 

For Malaysia, the latest 

announcement is a 

recalibration of the earlier 

budget (released in 

October 2015 and reported 

in our December 2015 

Newsletter) to address the 

adverse impact brought 

about by the drop in oil 

price since the latter part of 

2015. 

 

For Indonesia, we have an 

article updating us on the 

process of adopting, for 

audit and assurance work 

in Indonesia, international 

standards issued by the 

International Auditing and 

Assurance Standards 

Board.    

 

The governments have 

their goals for  

improvement  and in the 

months to come we shall 

see how these goals are 

met. 
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China Rolls Out Final Stage of VAT Reform 
 

On 5 March 2016, at the 

fourth session of the 12th 

National People’s 

Congress (NPC), China’s 

Premier Li Keqiang 

announced in his 

government work report 

that the VAT Reform 

(replacement of business 

tax (BT) with VAT, or 

program of BT-VAT 

Transformation) will be 

further rolled out to cover 

the remaining four 

industries, namely the 

construction sector, real 

estate sector, financial 

services and consumer 

services, starting from 1 

May 2016. This means 

that VAT will ultimately 

apply to the sale of all 

goods and the provision 

of all services in China. 

BT will effectively 

become history. 

 

A pilot program of BT-

VAT Transformation was 

initiated in 2012, first in 

Shanghai, then expanded 

to Beijing, and 

progressively to other 

cities and provinces 

around China. By the end 

of 2015, the VAT reform 

has been completed for 

the transportation, certain 

modern services, postal 

services, and 

telecommunications 

industries. From 2012 to 

the first half of 2015, the 

reform has resulted in tax 

savings of over 484.8 

billion yuan (75 billion 

U.S. dollars), accounting 

for 0.2 percent of GDP in 

the period, according to a 

report of China 

International Capital 

Corp. Ltd., a joint venture 

investment bank. 

 

From Premier Li’s report, 

Finance Minister’s views 

in the Q&A session of a 

press conference held on 

7 March, and other 

resources and 

discussions, the following 

points can be observed: 

 

 Deadline for 

implementation is set. 

During the last four 

years, the VAT reform 

has been 

implemented in an 

experimental and 

gradual way. The 

progress was slow in 

the last year because 

of the large number of 

taxpayers and the 

complexity relating to 

the four remaining 

industries. Mr. Lou, 

the Finance Minister, 

described the task as a 

“Military Order”. It 

implies that all the 

relevant government 

authorities will make 

sure that all 

preparation work is 

completed by 1 May 

despite of all the 

difficulties that they 

would encounter. 

 Overall tax burden of 

industries will be 

reduced. According to 

Mr. Lou, the tax 

burden of all the 

industries as a whole 

would not be 

increased, but it is not 

necessarily true for 

each and every 

enterprise when it is 

the final enterprise in 

a VAT chain. In 

Premier Li’s report 

indicates that "the 

input VAT incurred 

by all the enterprises 

on newly acquired 

immovable properties 

would be creditable", 

which is a benefit not 

previously available 

under the BT system. 

The companies which 

are already VAT 

taxpayers will now be 

able to claim input 

VAT credits for the 

services they use from 

the service industries 

now becoming VAT 

taxpayers 

 

 The government’s 

ability of tax 

collection will be 

enhanced. As VAT 

system is based on 

special VAT Fapiao 

(invoice), which is 

under more rigorous 

control, the adoption 

of a unified VAT 

system should over 

time improve overall 

tax collections for the 

government, and tax 

evasion through cash 

transactions or off-

record dealings will 

likely decrease. 

 

 Detailed 

implementation rules 

are expected to 

release soon. The 

timeframe for 

implementation of the 

VAT reform is 

exceptionally short by 

international 

standards. Moreover, 

there are a lot of 

” …VAT… on newly 

acquired immovable 

properties would be 

creditable” 

 

CHINA 
 



3 

technical issues to be 

resolved. For 

example, how to 

determine the timing 

of VAT liability and 

tax basis of pre-sale 

revenue for real estate 

enterprises and how 

to claim the input 

VAT credit for the 

land use right?  Will 

interest on loans paid 

by general VAT 

taxpayers be 

creditable for banks? 

And so on. For many 

businesses, key 

decisions will still 

need to await the 

release of the detailed 

implementation rules. 

Preparation work for 

both government 

agencies and related 

businesses is a big 

challenge due to the 

timing and the special 

features and 

complexity of the 

industries involved in 

this final stage. 

During the lead 

period, taxpayers in 

the relevant 

industries are highly 

recommended to 

perform impact 

analysis, system 

review, and training 

to get prepared. 

 

When fully implemented, 

China’s VAT system will 

be one of the most 

progressive VAT systems 

in the world, according to 

a tax expert. China’s VAT 

system will be unique by 

international standards in 

applying VAT to 

virtually all financial 

services, real estate 

transactions, and a wide 

variety of consumer 

services providers such 

as restaurants, hotels, and 

hospitals. While there 

will inevitably be some 

short term challenges to 

the government and 

businesses in getting 

ready for the transition to 

VAT, over time the 

adoption of a unified 

VAT system in China will 

benefit the economy as a 

whole. 

 

 

 

 

 

 

(Continued) 

CHINA 
 

” …how to claim 

the inpit VAT credit 

for land use right?” 

 

” …one-off 75% 

reduction…subject 

to a maximum 

reduction of $20,000 

per case” 

 

HONG KONG 
 

 
 
Serving Hong Kong Since 1994 

2016-17 Budget – Tax Measures and Modernised Tax Policy 

 
 
 
In the 2016-17 Budget 

delivered in February 

2016, the Financial 

Secretary John Tsang 

proposed a number of tax 

measures, all of which 

require legislative 

amendments before 

implementation. 

 

Highlights of the 

Proposed Tax Measures 

 

Reducing Tax Burden 

 

 Reduce profits tax, 

salaries tax and tax 

under personal 

assessment for the 

year of assessment 

2015/16 – this takes 

the form of one-off 

75% reduction of the 

amount of tax payable 

for 2015/16, subject to 

a maximum reduction 

of $20,000 per case. 

 

 Increase basic 

allowance and single 

parent allowance –

increased from the 

current $120,000 to 

$132,000 effective 

from the year of 

assessment 2016/17.   

 

 Increase married 

person allowance – 

increased from 

$240,000 to $264,000 

effective from the 

year of assessment 

2016/17. 

 

 Increase dependent 

parent allowance and 

elderly residential 

care expenses – 

increased to $46,000 

per dependent aged 

60 or above with 

additional allowance 

of $46,000  if the 

http://www.ird.gov.hk/eng/tax/budget.htm#a01
http://www.ird.gov.hk/eng/tax/budget.htm#a01
http://www.ird.gov.hk/eng/tax/budget.htm#a01
http://www.ird.gov.hk/eng/tax/budget.htm#a01
http://www.ird.gov.hk/eng/tax/budget.htm#a01
http://www.ird.gov.hk/eng/tax/budget.htm#a01
http://www.ird.gov.hk/eng/tax/budget.htm#a02
http://www.ird.gov.hk/eng/tax/budget.htm#a02
http://www.ird.gov.hk/eng/tax/budget.htm#a02
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dependent lives with 

the taxpayer 

 

 Increase elderly 

residential care 

expenses to $92,000 

per eligible case 

 

 Waiver of business 

registration fee and  

waiver of license fee 

for the tourism and 

catering industries 

 

The proposed tax 

measures aim to reduce 

the tax burden of 

individuals to obviate the 

economic inflation since 

year 2012/13, whilst 

businesses, particular the 

SMEs, will enjoy one-off 

profits tax reduction and 

waiver of annual 

registration fee. 

 

To promote Hong Kong 

as an IP trading hub in 

the region, the Financial 

Secretary proposed to 

expand the scope of tax 

deduction for capital 

expenditure incurred for 

the purchase of IP rights 

to include expenditure on 

layout-design of 

integrated circuits, plant 

varieties and rights in 

performance.   More 

details of the expenditure 

will be available when 

the relevant bill is 

presented for legislation 

approval.  

 

Aging Population 

 
To continuously support 

the senior citizens in an 

aging population, the 

Budget proposes a series 

of short-term reliefs by 

offering extra Old Age 

Allowance, Old Age 

Living Allowance and 

Disability Allowance. 

 

The government will also 

introduce a “Silver Bond” 

for investment by Hong 

Kong residents aged 65 

or above with the aim of 

providing steady return 

and capital protection for 

the elderly.  The bond 

will carry higher 

guarantee yield than the 

economy inflation. 

 

Modernised Tax Policy 

 

In order to maintain and 

even target to enhance 

competitiveness, the 

Financial Secretary raised 

his discussion on 

modernising Hong Kong 

tax legislation by 

implementing Base 

Erosion and Profit 

Shifting (BEPS) actions 

and Automatic Exchange 

of Information (AEOI). 

 

Despite earlier studies 

that a system of GST may 

be suitable for Hong 

Kong in light of concerns  

over structural deficit 

due to aging population 

and increasing public 

expenditure, the 

Financial Secretary did 

no mention broadening 

the tax base as in 

previous years.   The 

Hong Kong tax system 

therefore remains simple 

and competitive insofar 

as attracting foreign 

investments is concerned. 

 

As a recap of the tax 

measures introduced 

over the last year or in 

the pipeline pending 

legislation approval, the 

Financial Secretary 

mentioned that: 

 

 Private equity 

funds are now 

entitled to profits 

tax exemption 

available to 

offshore funds; 

 

 A bill is pending 

approval to allow 

interest deductions 

under profits tax 

for intra-group 

financing business 

of corporations and 

50% reduction in 

profits tax of 

qualifying 

corporate treasury 

centres; 

 

 Another bill 

pending approval 

shall provide a 

legal framework for 

introducing an 

open-ended fund 

company structure 

to further diversify 

the fund 

domiciliation 

platform in Hong 

Kong. 

 

 

 

 

 

 

 

 

” …private equity 

funds are now 

entitled to profits 

tax exemption 

available to 

offshore funds…” 

HONG KONG 
 

(Continued) 
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B.   Economic Indicators FY 2015-16 

 
Economic and Financial 
Indicators 

FY 
2014-15 

FY 
2015-16 

Comments 
 
 

Gross Domestic Product 
(GDP) 
 
Per Capita GDP 

7.2% 
 
 

5.9% 

7.6% 
 
 

6.2% 

Increase primarily due to accelerated 
consumption expenditure 

Inflation* 
 
Consumer Price Index (CPI) 
 
Wholesale Price Index (WPI) 

 
 

5.9% 
 
 

2% 

 
 

4.9% 
 
 

-2.8% 

Decline mainly due to fall in global 
commodity prices especially oil prices 

Exchange Rate of INR Vs. 
USD* 

60.92 65.04 The decline of 6.76% can be attributed to 
strengthening of USD against all other major 
currencies because of stronger growth in US 
and flight of capital from emerging 
economies 

Fiscal Deficit (as a % of GDP) 4% 3.9% The target seems realizable due to buoyancy 
in tax collections, steep decline in oil prices 
and prudent expenditure management 

Interest Rates 8% 6.75% The interest rate has been brought down due 
to moderation in inflation 
 
Though the interest rates have been reduced, 
the banks have not been able to fully pass on 
the rate cut to the market due to structural 
rigidities in the credit market and increasing 
level of NPAs which have reduced the banking 
sector’s capacity to lend 

Foreign Direct Investments 
(FDI)** 
(in Billion) 

USD 27.7 USD 34.8 FDI inflows increased by 26% due to the 
reforms announced by the Indian 
Government in liberalization of various 
sector. 

Net Investments Foreign 
Portfolio Investors (FPI) / FII 

INR 
256,213 
Crores 

INR 
63,663 
Crores 

 
 
 
 

 
* Figure upto January 2016 
** Figures for FY 2015-16 are for the period of April to November 2015 

 

A. Highlights of the 

Annual Budget 

 

The annual budget is an 

opportunity for the 

Government to outline its 

priorities for the year to 

come. This year’s Budget 

proposal is built on the 

agenda of ‘Transform 

India’, with nine distinct 

pillars. They are: 

(i) Agriculture and 

Farmers’ Welfare    

(ii) Rural Sector    

(iii) Social Sector 

including Health 

Care 

(iv) Education, Skills 

and Job Creation 

(v) Infrastructure and 

Investment 

(vi) Financial Sector 

Reforms 

(vii) Governance and 

Ease of Doing 

Business 

(viii) Fiscal Discipline 

(ix) Tax Reforms  

 
Budget is trying to 

INDIA 
 

“…banks have 

not be able to 

fully pass on the 

rate cut to the 

market…” 

Sharp & Tannan  
Chartered Accountants 

2015-16 India Budget 
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accomplish this despite 

unfavourable conditions 

in terms of low growth, 

high inflation and zero 

investor confidence. 

These difficulties and 

challenges will be 

converted into 

opportunities through 

‘Skill India’, ‘Make in 

India’ and ‘Digital India’. 

 

Primary and Secondary 

Market 

Primary Market 

 

In the current financial 

year (upto January 2016), 

71 companies raised over 

USD 7 billion from the 

capital markets which is 

more than 4 times the 

capital raised in the last 

year. Further, Indian 

mutual funds raised over 

USD 23 billion during the 

current financial year. 

 

 Secondary Market: 

Sensex has declined 

approximately 15% in 

the year 2016 from the 

year 2014 which is 

mainly attributable to 

the turmoil in global 

equity markets and 

consistent fall in the 

commodity prices. 

 

C. Expectations 

 

 The Gross Domestic 

Product (GDP) 

growth rate in the 

current year is 

estimated to be 7.6% 

compared with 7.2% 

in the last financial 

year. 

 

 The Government’s 

outlook for the 

upcoming financial 

year 2016-17 appears 

cautiously optimistic. 

Considering the 

resilience in the 

domestic economy, 

the GDP growth for 

the year 2016-17 is 

estimated to be 

between 7% to 7.5%. 

However, this 

estimated rate is 

subject to downside 

risks, especially the 

sluggish global 

demand. 

 

D. Rates of Income Tax 

 

Rates for Domestic 

Companies 

 

1. If the total turnover 

or gross receipts in 

the Financial year 

2014-15 does not 

exceed Rs. 

50,000,000/- the rate 

of tax is 29% of the 

total income other 

than income taxable 

as Capital gain. 

 

2. In cases other than 

above, the rate of tax 

is 30% of the total 

income other than 

income taxable as 

Capital gain. 

 

3. The amount of 

income-tax 

computed on short-

term capital gain 

shall be chargeable at 

the rate of 15% and 

on long-term capital 

gain shall be 

chargeable at the rate 

of 10% / 20%, as the 

case may be. 

 

4. The gross dividend 

received from a 

specified foreign 

company (in which 

shareholding of 26% 

or more) is 

chargeable at the rate 

of 15% 

 

5. Surcharge will apply 

at the rate of 7% 

where total income 

exceeds Rs. 1 crore 

and at the rate of 

12% where total 

income exceeds Rs. 

10 crore. Education 

Cess at the rate of 2% 

and Secondary and 

Higher Education 

Cess at the rate of 1% 

will apply. 

 

Rates for company other 

than domestic company 

 

1. If the total income 

consists of royalties 

or fees for rendering 

technical services 

received from 

Government or an 

Indian concern in 

pursuance of an 

agreement made by 

it with the 

Government or the 

Indian concern after 

the 31st day of 

March,1976 then it 

will be taxable at 

rate of 25% 

 

2. On the balance, if 

any will be taxable 

at 40% 

 

3. The amount of 

income-tax 

computed on short-

term capital gain 

under Section 111A 

at rate of 15% and 

on long-term capital 

gain under Section 

112 shall be 

chargeable at the 

rate of 10% / 20%, as 

the case may be. 

 

4. Surcharge at the 

INDIA 
 

“…short-term 

capital 

gain…chargeable 

at the rate of 

10%/20%...” 

(Continued) 
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rate of 2% will 

apply where total 

income exceeds Rs. 

1 crore and at the 

rate of 5% where 

total income exceeds 

Rs.10 crore. 

Education Cess at 

the rate of 2% and 

Secondary and 

Higher Education 

Cess at the rate of 

1% will apply. 

 

E. Impact of Budget to 

non-residents 

 

Equalisation Levy: 

 

 With the expansion of 

information and 

communication 

technology, the 

supply and 

procurement of 

digital goods and 

services have 

undergone 

exponential 

expansion 

everywhere, 

including India. 

 

 Currently in the 

digital domain, 

business may be 

conducted without 

regard to national 

boundaries and may 

dissolve the link 

between an income-

producing activity 

and a specific 

location.  It has also 

made it possible for 

the businesses to 

conduct themselves in 

ways that did not 

exist earlier and given 

rise to new business 

models that rely more 

on digital and 

telecommunication 

network, do not 

require physical 

presence and even in 

the absence of 

conventional 

Permanent 

Establishment derives 

substantial value from 

data collected and 

transmitted from such 

networks. 

 

 In the above 

backdrop, it is 

proposed to provide 

for an equalisation 

levy of 6% of the 

amount of 

consideration for 

“specified services” 

received or receivable 

by a non-resident not 

having permanent 

establishment (“PÉ”) 

in India, from a 

resident in India who 

carries out business or 

profession, or from a 

non-resident having 

permanent 

establishment in 

India. 

 

 Specified services is 

defined as online 

advertisement, any 

provision for digital 

advertising space or 

any other facility or 

service for the 

purpose of online 

advertisement and 

such other services as 

may be notified. 

 

 Equalisation levy will 

not be charged in the 

following cases: 

 

(a) Non-residents 

providing specified 

services has 

permanent 

establishment in 

India and specified 

services is 

effectively 

connected with such 

permanent 

establishment 

 

(b) Payment does not 

exceed INR 1 lakh in 

any previous year 

 

(c) Payment is not for 

the purpose of 

carrying out 

business or 

profession. 

 

 In order to avoid 

double taxation, it is 

proposed to provide 

exemption under 

section 10 of the Act 

for any income arising 

from providing 

specified services on 

which equalisation 

levy is chargeable. 

 

 In order to ensure 

compliance, it is 

further proposed to 

provide that the 

expenses incurred by 

the payer towards 

specified services 

chargeable under this 

Chapter shall not be 

allowed as deduction 

in case of failure of 

the payer to deduct 

and deposit the 

equalisation levy to 

the credit of Central 

government  

 

 This proposal will be 

effective from  1st 

June, 2016 

 

Place of Effective 

Management (“POEM”) 

deferred 

 

POEM test for 

determination of 

INDIA 
 

“…exemption … 

for any income 

arising  from 

providing 

specified services 

on which 

equalisation levy 

is chargeable…” 

(Continued) 
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residency of a foreign 

company introduced by 

the Finance Act,2015 is 

proposed to be deferred 

to 01 April,2017, so that 

clarity can be provided in 

respect of the 

implementation of 

POEM. It is also 

proposed to provide 

transition provisions for a 

foreign company which 

was hitherto not assessed 

to tax in India. These will 

include provisions for 

determination of income, 

set-off or carry forward of 

losses, applicability to 

specified subsequent 

periods, etc.  

 

Clarification regarding 

the definition of the term 

'unlisted securities’ 

 

Under existing 

provisions, there is an 

ambiguity with regard to 

the applicability of the 

concessional rate of tax of 

10% on sale of shares of a 

private company by a 

non-resident assessee. In 

order to provide clarity, it 

is proposed to provide 

that the concessional rate 

of tax of 10% will also 

apply on long-term 

capital gains arising to a 

non-resident from 

transfer of a capital asset, 

being shares of a 

company not being a 

company in which the 

public are substantially 

interested. 

 

Clarity on Applicability 

of Minimum Alternate 

Tax (MAT) provision to 

FIIs/FPIs for the earlier 

years 

 

Under the existing 

provisions contained in 

section 115JB in case of a 

company, if the tax 

payable on the total 

income as computed 

under the Income-tax 

Act, is less than eighteen 

and one-half per cent of 

its book profit, such book 

profit shall be deemed to 

be the total income of the 

assessee and the tax 

payable by the assessee 

for the relevant previous 

year shall be eighteen 

and one-half per cent of 

its book profit. Issues 

were raised regarding the 

applicability of this 

provision to Foreign 

Institutional Investors 

(FIIs) who do not have a 

permanent establishment 

(PE) in India. Vide 

Finance Act, 2015 the 

provisions of section 

115JB were amended to 

provide that in case of a 

foreign company any 

income chargeable at a 

rate lower than the rate 

specified in section 115JB 

shall be reduced from the 

book profits and the 

corresponding 

expenditure will be 

added back. 

 

However, since this 

amendment was 

prospective 

w.e.f .assessment year 

2016-17, the issue for 

assessment year prior to 

2016-17 remained to be 

addressed. 

  

With a view to provide 

certainty in taxation of 

foreign companies, it is 

proposed to amend the 

Income-tax Act so as to 

provide that with effect 

from 01.04.2001, the 

provisions of section 

115JB shall not be 

applicable to a foreign 

company if – 

 

(a) the assessee is a 

resident of a country 

or a specified 

territory with which 

India has an 

agreement referred 

to in sub-section (1) 

of section 90 or the 

Central Government 

has adopted any 

agreement under 

sub-section (1) of 

section 90A and the 

assesse does not 

have a permanent 

establishment in 

India in accordance 

with the provisions 

of such Agreement; 

or 

 

(b) the assessee is a 

resident of a country 

with which India 

does not have an 

agreement of the 

nature referred to in 

clause (i) above and 

the assessee is not 

required to seek 

registration under 

any law for the time 

being in force 

relating to 

companies. 

 

Taxation of Income from 

'Patents' 

 

 It is proposed to 

provide that where 

the total income of the 

eligible assessee 

income includes any 

income by way of 

royalty in respect of a 

patent developed and 

registered in India, 

then such royalty 

shall be taxable at the 

rate of ten per cent 

(plus applicable 

INDIA 
 

“…ambiguity … 

applicability of 

the concessional 

rate of tax …on 

sale of 

shares…by a 

non-resident 

assessee…” 

(Continued) 
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surcharge and cess) 

on the gross amount 

of royalty. No 

expenditure or 

allowance in respect 

of such royalty 

income shall be 

allowed under the 

Act.  

 

 For the purpose of 

this concessional tax 

regime an eligible 

assessee means a 

person resident in 

India, who is the true 

and the first inventor 

of the invention and 

whose name is 

entered on the patent 

register as the 

patentee in 

accordance with 

Patents Act, 1970 and 

includes every such 

person, being the true 

and the first inventor 

of the invention, 

where more than one 

person is registered as 

pententee under 

Patents Act, 1970 in 

respect of that patent. 

 

 The above 

amendment is to 

encourage indigenous 

research & 

development 

activities and to make 

India a global R & D 

hub, the Government 

has decided to put in 

place a concessional 

taxation regime for 

income from patents. 

The aim of the 

concessional taxation 

regime is to provide 

an additional 

incentive for 

companies to retain 

and commercialise 

existing patents and 

to develop new 

innovative patented 

products. This will 

encourage companies 

to locate the high-

value jobs associated 

with the 

development, 

manufacture and 

exploitation of patents 

in India. 

 

Clarity on taxation of 

rupee denomination 

bonds 

 

 The Reserve Bank of 

India has recently 

permitted Indian 

corporates to issue 

rupee denominated 

bonds outside India 

as a measure to enable 

the Indian corporates 

to raise funds from 

outside India. 

 

 Accordingly, with a 

view to provide relief 

to non-resident 

investor who bears 

the risk of currency 

fluctuation, it is 

proposed to amend 

section 48 of the Act 

so as to provide that 

the capital gains, 

arising in case of 

appreciation of rupee 

between the date of 

issue and the date of 

redemption against 

the foreign currency 

in which the 

investment is made 

shall be exempt from 

tax on capital gains. 

 

BEPS action plan - 

Country-By-Country 

Report and Master file 

 

On 5th October,2015, 

OCED released the final 

reports under the Base 

Erosion and Profit 

Shifting (BEPS) project 

bringing about significant 

changes in the 

compliance and reporting 

of global information. 

India being an active 

member of the G20 

countries involved in the 

BEPS initiative, 

introduction of the BEPS 

initiatives, was much 

anticipated in the recent 

Budget. 

 

The proposed Country by 

Country (CBC) regulation 

for implementation of 

BEPS Action 13 in India, 

is as follows: 

 

Phasing out of 

Deductions and 

exemptions 

 

In pursuance of the 

Budget Speech of the 

Hon’ble Finance Minister 

in 2015 where he had 

indicated that the rate of 

Corporate Tax will be 

reduced from 30% to 25% 

over the next 4 years 

along with corresponding 

phasing out of 

exemptions and 

deductions, various 

incentives available 

under the Act are 

proposed to be phased 

out over a period of time. 

The guiding principles 

for this phasing out of 

incentives are: 

 

 Profit Linked, 

investment linked and 

area based deductions 

will be phased out for 

both corporate and 

non-corporate 

taxpayers. 

 

INDIA 
 

(Continued) 

“…rupee 

denominated 

bonds…capital 

gains arising 

from in case of 

appreciation of 

rupee…shall be 

exempted from 

tax on capital 

gain” 
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Particulars Details of proposed CbC Reporting in India 
 

Effective Date Proposed to be effective from 1st ,2017 i.e. applicable for the AY 2017-18 
onwards 
 

Applicability Applicable to MNE group (i.e. group operating in two or more jurisdictions) 
having consolidated revenue exceeding the prescribed threshold 
 

 For FY 2016-17, the specific threshold for applicability of the CbC reporting 
is yet to be prescribed, the same is anticipated to be in line with the OECD 
mandated threshold of Euro 750 million i.e. INR 5395 crores at current 
exchange rates. 
 

 The threshold would be determined based on the consolidated revenues of 
the group in the immediately preceding year 
 

Reporting Format A three-tired TP documentation structure, with OCED guidance, has been 
proposed. 
 

 i. CbC report- The information and details to be furnished in the said 
report is based on the template provided in the OECD BEPS report on 
Action Plan 13. This report is to be furnished to the prescribed 
authority on or befor the due date of furnishing of return of income 
for the relevant to the financial year. Accordingly, the first CbC report 
will have to be furnished report by 30th November, 2017 

 

 ii. Master File – As per Memorandum to the Finance Bill, rules for the 
information/documents to be maintained in the master file is to be 
prescribed which is likely to be as mandated under OECD BEPS Action 
13. Further, the Master File has to be furnished by each entity to the 
tax authority of the country in which it operates, the rules for manner 
in which it is to be furnished is also awaited. 

 

 iii. Documentation requirement under Section 92D (read with Rule 10D 
of the Income Tax Act, 1962) continues 

 

Responsibility of 
maintaining and furnishing 
CbC Report 

Indian companies have the responsibility of maintaining and furnishing the 
CbC report if: 

 i. It is the parent company of an international group located in India; or 
 

 ii. If it is designated as a ‘Alternate reporting entity’ to furnish the CbC 
report; or 
 

 iii. If the parent entity of the group is resident of a tax jurisdiction with 
which India does not have treaty to exchange information, the country 
does not exchange information and this fact is intimated to the entity 
by the prescribed authority 
 

 In cases where more than one Indian entities of an overseas parent group, 
the group can nominate any entity in writing for furnishing the report on 
behalf of all the Indian entities 
 

Penalty i. In case of non-submission of CbC report: 

- If default is less than one month – INR 5,000 per day 

- If default is beyond one month – INR 15,000 per day 

- Any further default – INR 50,000 per day 
 

 ii. Default due to filing inaccurate particulars – INR 500,000 (subject to 
fulfillment of certain conditions) 
 

 iii. Non-furnishing of prescribed information and document as required 
under Section 92D(4) – INR 500,000 

INDIA 
 

“…does not 

extend to 

subsidiaries, 

associates and 

joint venture 

companies…” 

(Continued) 
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INDIA 

 

(Continued) 

“…now awaiting 

public response 

before being 

announced for 

implementation” 

 The provisions having 

a sunset date will not 

be modified to 

advance the sunset 

date. Similarly the 

sunset dates provided 

in the Act will not be 

extended. 

 

 In case of tax 

incentives with no 

terminal date, a 

sunset date of 31st 

March,2017 will be 

provided either for 

commencement of the 

activity or for claim of 

benefit depending 

upon the structure of 

the relevant 

provisions of the Act. 

 

 There will be no 

weighted deduction 

with effect from 1st 

April, 2017 

 

NEW SIX EXPOSURE DRAFTS AND 
QUESTION & ANSWER NO. 06 OF IICPA 

 

 

INDONESIA 
 

 

The Board for 

Professional Standards of 

the Indonesian Institute 

of Certified Public 

Accountants (DSP-IICPA) 

as the standard setter for 

the public accountant 

profession in Indonesia  

has moved on to the 

process of adopting 

international standards 

issued by the 

International Auditing 

and Assurance Standards 

Board (IAASB).  

Currently DSP IICPA 

released six exposure 

drafts composed in the 

Handbook of 

International Quality 

Control, Auditing, 

Review, Other Assurance, 

and Related Services 

Pronouncements issued 

by IAASB.  

 

DSP IICPA had formerly 

completed adopting the 

ethical standards of 

Accountant Profession, 

International Standards 

on Quality Control 

(ISQC1), the framework 

of assurance engagement, 

auditing standard (SA) 

and the standard on 

review engagement (SRE) 

to be implemented in the 

engagement of public 

accountancy in 

Indonesia.  

 

The six new exposure 

drafts issued by the DSP-  

IICPA includes (1) 

Assurance Engagements 

Other than Audits or 

Reviews of Historical 

Financial Information, (2) 

The Examination of 

Prospective Financial 

Information, (3) 

Assurance Reports on 

Controls at a Service 

Organization, (4) 

Assurance Engagement 

to Report on the 

Compilation of Pro 

Forma Financial 

Information Included in a 

Prospectus,( 5) 

Engagements to Perform 

Agreed-upon Regarding 

Financial Information, 

and 6) Compilation 

Engagements. All these 

six standards are now 

awaiting public 

responses before being 

announced for 

implementation. 

 

The process of adopting 

international standards of 

public accountants in 

Indonesia has begun 

through phases since 

2011. ISA has already 

been adopted and was 

made effective for 

auditing on financial 

statements for the period 

starting on or after the 

date of: (i) January 1, 2013 

(for PLCs), or (ii) January 

1, 2014 (for entities other 

than PLCs). The ethic 

code has been effective 

from January 1, 2011, 

while ISQC1 has been 

effective from January 1, 

2013. SRE has been 

effective for review on 

financial statements for 

the period starting from 

or after the date of: (i) 

January 1, 2013 (for 

PLCs), or (ii) January 1, 

2014 (for entities other 

than PLCs). The six 

exposure drafts currently 

issued was a continuation 

of the said above process 

of standard adoption.  
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The adoption of these 

standards issued by 

IAASB is an integrated 

part of the policy of the 

Government of Indonesia 

in adopting the 

international standards 

issued by the board of 

standards under the 

umbrella of IFAC. The 

financial accounting 

standards in Indonesia 

have also been complied 

with IFRS, therefore since 

2012 the financial 

accounting standards in 

Indonesia have been an 

adopted form of IFRS.  

 

In addition to the 

issuance of the above 

exposure drafts, IICPA 

through the Committee of 

Assistance and 

Implementation of 

Professional Standards 

(KAISP) has brought 

forth a questionnaire & 

answer document No. 06 

(Q&A 06) as the reference 

for the public 

accountants/ public 

accountants firm in 

issuing audit reports. The 

Q&A 06 suggests that the 

name of Public 

Accountants and/or the 

Public Accountants Firm 

should only be placed in 

the document of 

independent auditor 

report as regulated in the 

Professional Standards of 

Public Accountants. The 

cover, including the back 

page of the financial 

statements document 

should show the identity 

which signifies that the 

financial statements 

belongs to the 

entity/auditee. 

 

The Q&A 06 issued by 

IICPA clearly draws a 

guideline that Public 

Accountants/ Public 

Accountants Firm not to 

put their identities on the 

cover of the audit report, 

and recommends the 

identity of the auditee 

entity to be shown on the 

cover page instead. The 

identities of Public 

Accountants/ Public 

Accountants Firm should 

only be placed in the 

audit opinion part upon 

which the auditor is 

responsible for. The 

absence of identities of 

Public Accountants/ 

Public Accountants Firm 

in the cover page of audit 

reports is expected to 

subside or eliminate the 

risk of misinterpreting 

the accountability of 

financial statements to 

Public Accountants/ 

Public Accountants Firm. 

 

 

INDONESIA 
 

“…does not 

extend to 

subsidiaries, 

associates and 

joint venture 

companies…” 

(Continued) 

Malaysia 
 

Malaysia Revised 2016 Budget 
 
 

 

 
 

RUSSELL BEDFORD MALAYSIA 

Malaysian Prime Minister 

Datuk Seri Najib Razak 

announced a recalibrated 

2016 Budget on 28 

January 2016 in response 

to the sluggish economy 

caused by the global 

economic uncertainties 

and the decline in crude 

oil prices.  When the 2016 

Budget was announced in 

October last year, the 

crude oil prices were at 

US$48 per barrel.  A 

revised budget was seen 

to be pertinent when the 

world crude oil prices 

dipped to its lowest of 

US$27.50 per barrel in 

January 2016.   

 

In this revised budget, 

Malaysia revised its 

Gross Domestic Product 

growth to 4% to 4.5% 

from 4% to 5%, on the 

basis that the crude oil 

price will be between 

US$30 and US$35 per 

barrel in year 2016.  The 

fiscal deficit target is set 

to remain at 3.1%.  To 

achieve these targets, the 

2016 Budget revision 

incorporated 11 measures 

to optimise expenditure 

to reflect the current 

economic situation. 

 

Of the above 11 

measures, those having a 

direct impact on 
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11 measures of recalibrated Budget 2016 

 

(1) Reduce EPF contribution from 11% to 8% from March 2016 to December 2017 

(2) Special tax relief for individual tax payers earning RM8,000 and below a month 

(3) Restructure foreign labour system 

(4) Liberalising Approved Permits for agricultural produce 

(5) Enhance the efficiency of tax collection  

(6) Houses priced at RM300,000 and below to be for first time buyers only 

(7) 30% from the levy contribution to the Human Resources Development Fund will be 

provided to enhance the competency and skills of employees through reskilling and 

upskilling, including retrenched workers 

(8) Prudent spending by the Government on supplies and services 

(9) Focus on projects and programmes that are people - centric 

(10) Development financial institutions and Government-owned venture capital funds to 

provide financing to small and medium enterprises and startup companies 

(11) Government- linked corporations to implement the initiative to narrow the income gap 

between higher management and employees  

Malaysia 
 

“…reduction of 

penalty…for 

voluntary 

disclosure of 

non-

compliance…” 

taxpayers are as follows: 

 

(a) Special relief for 

individual taxpayers 

 

With the intention 

of boosting the 

disposable income 

of the middle class 

wage earners, a 

special relief of 

RM2,000 is given to 

individuals with 

monthly income of 

less than RM8,000 in 

Year of Assessment 

2015.  

 

This special relief 

which is expected to 

benefit 2 million 

taxpayers will 

generate tax savings 

of up to RM420. 

 

(b) Relaxation on 

penalty to encourage 

compliance and 

enhance efficiency of 

tax collection 

 

The government is 

taking the following 

measures to further 

enhance compliance 

and tax collection: 

 

(i) Reduction of penalty 

to specified rates for 

taxpayers who opt for 

voluntary disclosure 

of non-compliance 

subject to certain 

requirements; and 

 

(ii) Waiver of tax increase 

for taxpayers who 

wish to settle in full 

their tax arrears. 

 

The above offers are 

effective from 1 

March 2016 till 15 

December 2016. 

 

The Inland Revenue 

Board of Malaysia 

will also be doubling 

its efforts on 

enhancing compliance 

and auditing of tax 

evaders. 

 

  

 

 

(Continued) 
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Singapore Budget 2016 Overview of Tax Changes 
 

On 24 March 2016, the 

Minister for Finance (the 

Minister), Mr Heng Swee 

Keat, presented 

Singapore’s 2016 Budget 

Speech.  The Budget 

focuses on transforming 

the Singapore economy 

and building a strong, 

resilient and caring 

society. 

 

Below are some 

highlights of the Budget: 

 

Business Tax 

 

Enhancing Corporate 

Income Tax (CIT) Rebate 

 

 CIT rebate will be 

raised from 30% to 

50% of tax payable, 

with a cap of $20,000 

per Years of 

Assessment (YAs) 

2016 and 2017. 

 

Wage Credit Scheme 

(WCS) 

 

 In March 2016, firms 

will receive a total of 

$1.9 billion for 

qualifying wage 

increases under the 

WCS. 

 

Extending Special 

Employment Credit (SEC) 

 

 The SEC which is 

due to expire this 

year will be extended 

for another three 

years, to the end of 

2019. 

 

 The SEC provides 

employer with a 

wage offset for 

workers aged 55 and 

above earning up to 

$4,000 a month. 

 

 Workers aged 60 to 

64, the SEC will be 

up to 5% and up to 

3% for those aged 55 

to 59. 

 

 Workers aged 65 and 

above, with monthly 

wages of not more 

than $3,000 a month, 

will received the 

highest SEC of 8%. 

 

Productivity and 

Innovation Credit (PIC) 

Scheme 

 

 The cash payout rate 

will be lowered from 

60% to 40% for 

qualifying 

expenditure incurred 

from 1 August 2016. 

 

 The 400% tax 

deductions under the 

scheme remain 

unchanged 

 

 The PIC scheme, 

which has been 

extended for YA 2016 

to YA 2018, will 

expire thereafter. 

 

Mandatory Electronic-

filing (e-filing) For CIT 

Returns (including 

estimated chargeable 

income, Form C and Form 

C-S) 

 

Mandatory e-Filing of 

CIT returns will be 

implemented in stages as 

follows: 

 

 YA 2018 – 

Companies with 

turnover of more 

than $10 million in 

YA 2017 

 

 YA 2019 – 

Companies with 

turnover of more 

than $1 million in YA 

2018. 

 

 YA 2020 – All 

companies. 

 

Mandatory e-Filing For 

PIC Cash Payout 

Application 

 

 Mandatory e-Filing 

of PIC cash payout 

applications will be 

effective from 1 

August 2016. 

 

Small and Medium-sized 

Enterprises Working 

Capital Loan Scheme 

 

 Introduction of an 

SME Working 

Capital Loan scheme, 

for loans up to 

$300,000 per SME. 

 

 The loan will be 

available for three 

years. 

 

 This scheme is for 

viable SMEs that 

may have cash flow 

concerns or wish to 

continue growing 

their business. 

 

 

 The government will 

co-share 50% of the 

default risk of such 

loans with 

SINGAPORE 
 

“CIT rebate will 

be raised …” 
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SINGAPORE 

 

participating 

financial institutions. 

 

Business Grants Portal 

 

 A new Business 

Grants Portal will be 

set up and organised 

along core business 

needs of capability 

building, training 

and international 

expansion. 

 

 Firms will not need 

to go from agency to 

agency to figure out 

which schemes apply 

to them. 

 

 The Portal will start 

from grants from IE 

Singapore, SPRING, 

Singapore Tourism 

Board (STB) and 

Design Singapore 

and progressively 

include grants from 

other government 

agencies. 

 

Introducing The 

Automation Support 

Package 

 

The purpose of this 

package is to support 

firms to automate, drive 

productivity and to scale 

up automation projects.  

The package comprises of 

the following: 

 

 For qualifying 

projects, there will be 

a new 100% 

Investment 

Allowance (IA) for 

automation 

equipment, with 

amount of approved 

capital expenditure 

capped at $10 million 

per project. This IA is 

in addition to the 

existing capital 

allowances for plant 

and machinery. 

 

 A grant to support 

the roll-out or scaling 

up of automation 

projects, funded up 

to 50% of project 

cost, with a 

maximum grant of 

$1 million. 

 

 SMEs’ access to loans 

for qualifying 

projects will be 

increased with the 

government 

enhancing its risk-

sharing with 

participating 

financial institutions 

from 50% to 70% for 

such projects. 

 

 IE Singapore will 

work together with 

SPRING in relevant 

cases to help these 

businesses to access 

overseas markets. 

 

Enhancing The Merger 

and Acquisition (M&A) 

Scheme 

 

To support more M&As, 

the existing cap for 

qualifying M&A deals 

will be doubled from $20 

million to $40 million, 

such that: 

 

 Tax allowance of 25% 

will be granted for 

up to $40 million of 

consideration paid 

for qualifying M&A 

deals per YA; and 

 Stamp duty relief 

will be granted for 

up to $40 million of 

consideration paid 

for qualifying M&A 

deals per financial 

year. 

 

These changes will apply 

to qualifying M&A deals 

made from 1 April 2016 

to 31 March 2020. 

 

Extending The Upfront 

Certainty Of Non-

taxation Of Companies’ 

Gains On Disposal Of 

Equity Investments 

Under Section 13Z Of The 

Income Tax Act 

 

 To provide upfront 

certainty to 

companies in their 

corporate 

restructuring, the 

scheme under 

Section 13Z will be 

extended till 31 May 

2022 (to cover 

disposal of equity 

investments from 1 

June 2017 to 31 May 

2022). 

 

 All conditions of the 

scheme remain the 

same. 

 

Encouraging 

Internationalisation 

 

 The Double Tax 

Deduction (DTD) 

will be extended for 

another four years 

from 1 April 2016 to 

31 March 2020. 

 

 The existing 

automatic [no need 

approval from IE 

Singapore or 

Singapore Tourism 

Board (STB)] DTD on 

expenses up to 

$100,000 will also be 

extended to 

(Continued) 

“…SMEs’ access 

to loans for 

qualifying 

projects will be 

increased …” 

“…to support 

firms to 

automate, drive 

productivity and 

to scale up 

automation 

projects …” 
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 qualifying 

expenditure incurred 

during this same 

period. 

 

 This covers 

qualifying expenses 

incurred for activities 

such as participating 

in overseas business 

development and 

investment study 

trips. 

 

 All other conditions 

of the scheme remain 

the same. 

 

Enhancing The Land 

Intensification 

Allowance (LIA) Scheme 

 

 A new criterion 

requiring LIA 

applications to be 

related to the 

qualifying user or 

users of the building 

will be introduced. 

 

 The LIA scheme will 

be extended to 

buildings used by a 

user or multiple 

users, who are 

related, for one or 

multiple qualifying 

trades or businesses, 

if certain conditions 

are met.   

 

 These changes will 

apply to LIA 

applications if: 

 

 The application 

for LIA is made 

from 25 March 

2016; and 

 The application 

for planning 

permission or 

conservation 

permission for 

the construction 

or renovation is 

made from 25 

March 2016. 

 

The qualifying capital 

expenditure for which an 

allowance may be made 

excludes any expenditure 

incurred before 25 March 

2016. 

 

Writing-down Allowance 

For Intellectual Property 

Rights (IPRs) Under 

Section 19B Of The 

Income Tax Act 

 

 For YA 2017 to YA 

2020, an election 

must be made at the 

point of submitting 

the tax return for the 

Section 19B writing 

down allowance to 

be claimed over a 

writing-down period 

of 5, 10 or 15 years. 

 

 The election, once 

made, is irrevocable. 

 

 For acquisitions, 

sales, transfer or 

assignments of IPRs 

that are made from 

25 March 2016, an 

anti-avoidance 

mechanism for IPR 

transfers will be 

included under 

Section 19B to 

empower the 

Comptroller to make 

certain adjustments 

to the transacted 

price of the IPR, if 

the IPR is not 

transacted at open 

market value. 

 

Enhancing the Maritime 

Sector Incentive (MSI) 

 

 The MSI-SRS and 

MSI-AIS award will 

cover income 

derived from 

operation of ships 

and from leasing of 

ships used for 

exploration or 

exploitation of 

offshore energy or 

offshore minerals, or 

ancillary activity 

relating to 

exploration or 

exploitation of 

offshore energy or 

offshore minerals. 

 

 The restriction on the 

qualifying 

counterparty’s 

requirement under 

MSI-ML (Ship) 

award will be 

removed. 

 

 The above changes 

will take effect from 

25 March 2016. 

 

Introducing The Business 

and Institute of Public 

Character (IPC) 

Partnership Scheme 

 

 A Business and IPC 

Partnership Scheme 

will be introduced. 

 

 From 1 July 2016 till 

the end of 2018, 

businesses that 

organise their 

employees to 

volunteer and 

provide services to 

IPCs, including 

secondments, will 

receive a 250% tax 

deduction on 

qualifying costs 

incurred, subject to 

the receiving IPC’s 

agreement. 

SINGAPORE 
 

(Continued) 

“…an election 

must be made at 

the point of 

submission… 

writing down 

allowances… 

over 5, 10 or 15 

years” 
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SINGAPORE 
 

 

 The deduction will 

be subject to a yearly 

cap of $250,000 per 

business and $50,000 

per IPC on the 

qualifying costs. 

 

Defer Levy Increases for 

Work Permit Holders In 

Marine and Process 

Sectors 

 

 Levy increases for 

Work Permit holders 

in the Marine and 

Process Sectors will 

be deferred for one 

year. 

 

 There will be no 

change to Work 

Permit levies in the 

Manufacturing sector 

as announced in 

2015. 

 

Personal Tax 

 

Personal Income Relief 

Cap 

 

 A cap will be placed 

on the total amount 

of personal income 

tax reliefs that an 

individual can claim, 

at $80,000 per YA, 

with effect from YA 

2018. 

 

Removing The Tax 

Concession On Home 

Leave Passages For 

Expatriate Employees 

 

 The tax concession of 

taxing only 20% of 

the value of home 

leave passages for 

expatriate employees 

will be removed with 

effect from YA 2018. 

 

(Continued) 
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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. 

 

Business consultants with a 
global perspective 

Russell Bedford Asia Pacific Offices & Contacts 

Disclaimer 

The information contained herein is of a general nature and is not intended to address the circumstances 

of any particular individual or entity. Although we endeavor to provide accurate and timely information, 

there can be no guarantee that such information is accurate as of the date it is received or that it will 

continue to be accurate in the future. No one should act upon such information without appropriate 

professional advice after a thorough examination of the particular situation. 

 

 

 

 

 

 

Russell Bedford International 

3rd Floor, Paternoster House 

65 St Paul’s Churchyard 

London EC4M 8AB 

United Kingdom 

 

marketing@russellbedford.com 

 

www.russellbedford.com 

Singapore 

Douglas Tan 

douglas@stcsamasmgt.com.sg 

www.strb.com.sg 

 
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 

 
Australia - Sydney 

Greg Ralph 

gralph@rbnsw.com.au 

www.rbnsw.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 
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