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The relatively low tax rate, plethora 
of tax incentives, numerous 
tax treaties and free-trade 

agreements continue to position 
Singapore as an attractive business 
hub and a strong base for regional 
expansion. Providing greater clarity 
and highlighting practical issues on 
relevant tax-related schemes designed 
to spearhead a company’s expansion 
plans into or out of Singapore were the 
objectives of a half-day presentation by 
representatives from IE Singapore and 
KPMG in Singapore, organised under 
the Singapore Institute of Accredited 
Tax Professionals’ (SIATP) Tax 
Excellence Decoded series. 

Global Company Partnership 
Scheme (GCP)
The GCP supports companies in their 
internationalisation plans in four key 
areas, namely capability building, 
market access, market development and 
access to �inancing. Funding is provided 
for a wide spectrum of expenses 
ranging from market feasibility studies 
to third-party consultancy fees, and 
even supports insurance, rental and 
basic salary of business development 
staff, subject to various conditions. 
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Market Readiness Assistance 
Scheme (MRA)
The MRA supports companies in 
dispensing information through 
various platforms, understanding the 
various markets through seminars and 
workshops, and providing �inancial 
assistance through funding and tax 
deductions on eligible expenses. 
Similar to GCP, the companies’ global 
headquarters must also be anchored in 
Singapore. 

To illustrate the use of MRA, a 

restaurant chain may wish to expand 
its presence into Indonesia through 
franchising. The MRA can be leveraged 
to identify potential in-market business 
partners and subsidise costs such as the 
drafting of franchising agreements.

Double Tax Deduction (DTD) 
for Internationalisation Scheme 
Companies enjoy a 200% tax deduction 
through this scheme. For example, a 
company participating in an overseas 
trade show may claim twice the amount 
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If successful, a company could claim 
additional capital allowance (not more 
than 100%) on equipment costs over a 
period not exceeding �ive years (eight 
years if the equipment is acquired 
under a hire-purchase agreement) 
even if the equipment is used in a 
foreign jurisdiction.  

Headquarters Programme
Comprising both the International 
Headquarters (IHQ) Award and Regional 
Headquarters (RHQ) Award, this 
programme broadly reviews headcount, 
headcount composition, the number 
of af�iliates and subsidiaries under the 
purview of the headquarters, among 
various factors, before awarding 
companies accordingly. Companies 
awarded with RHQ status enjoy a 15% 
concessionary tax rate on incremental 
qualifying income. The tax rate ranging 
from 0% to 10% is more attractive for 
the IHQ Award. Correspondingly, the 
criteria are more stringent for the IHQ 
Award than RHQ Award.  

Finance and Treasury Centre 
(FTC) Scheme
Another popular scheme is the FTC. 
Companies using Singapore as a 
regional or global centre for �inance 
and treasury operations can consider 
applying for the FTC and obtain a 
concessionary tax rate of 5% or 10% 
on the income derived from various 
treasury activities. In addition, there 
is a withholding tax exemption on 
interest from foreign loans. 

Tax Incentives for 
Manufacturing and Services
Incentives such as the Pioneer Incentive, 
Investment Allowance, Development and 
Expansion Incentive, Approved Royalties 
Incentive, Approved Foreign Loan 
Incentive, Land Intensi�ication Allowance, 
Productivity and Innovation Credit (PIC) 
and PIC+ Schemes are available for 
companies to tap into.  

In harnessing the bene�its, 
companies need to also pay attention 
to details to ensure effective decision-
making in identifying the most 
appropriate scheme(s) and gaining 
the most bene�its. To illustrate, the 
qualifying period of the Pioneer 
Incentive begins, regardless of whether 
the company is in a loss position in the 
initial years and thus not able to fully 
leverage on this incentive. 

of qualifying expenses to be deductible. 
These expenses could be for the 
production of marketing brochures, 
advertising campaigns and/or the set-
up of overseas representative of�ices. In 
addition, the �irst $100,000 of qualifying 
expenditure is automatically approved.  

An added point to note is that the 
DTD may also be used on expenses 
incurred when participating in 
international trade fairs held in 
Singapore that will aid outbound 
investments. The DTD cannot be used 
for participation in trade fairs held 
in Singapore that promotes business 
activity in Singapore.

Integrated Investment 
Allowance Scheme (IIA)
Companies in labour- and capital-
intensive sectors considering to move 
some of their operations to immediate 
neighbouring jurisdictions like Iskandar 
Malaysia, Batam or Bintan may apply for 
the IIA prior to investing in equipment to 
enjoy additional capital allowance claims. 

Accredited Tax Advisor (Income Tax) 
Ho Kah Chuan, Director, Enterprise 
Incentive Advisory, KPMG in Singapore,  
provided clarity on the plethora of tax-
related incentives.   
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Apportionment Issues
Various income streams such as 
interest and rental income may not be 
covered under the concessionary tax 
rate incentives. Relevant income and 
expenses need to be identi�ied and 
apportioned using a reasonable basis to 
be applied consistently throughout the 
incentive period. This could be an issue 
for companies without sophisticated 
accounting systems to identify, 
categorise and track relevant revenue/ 
expense items.

Incomplete Supporting 
Documents
Proper supporting documents must 
be kept and made readily available 
to substantiate tax deduction claims 
against the income.

Changes in the Incentive Policy
There may also be changes to incentive 
policy from time to time, and these have 
to be communicated to relevant �inance 
and accounting staff. 

Tax Sparing Relief
Companies should take note of any 
tax sparing relief in tax treaties where 
tax exemption under incentives will 
be deemed to be tax paid for the 
purpose of granting a tax relief in 
cross-border transactions.

Controlled Foreign 
Corporations (CFC)
Some countries that have CFC rules 
may view a tax incentive company 

Another point for companies to note 
is the need to claim capital allowance 
during the qualifying period of the 
Pioneer Incentive. After the Pioneer 
Incentive qualifying period is over, any 
unutilised capital allowance can then be 
carried forward. 

Recent changes in the Development 
and Expansion Incentive have heightened 
the convenience for companies as they 
need not re-compute the base income 
after the initial 10 years. Companies 
under this scheme simply increase 
the tax rate by 0.5% every �ive years 
thereafter. Thus, if a company were 
enjoying a concessionary tax rate of 
10% for the initial 10 years, the tax 
rate will increase to 10.5% from the 
11th year and 11% after the subsequent 
�ive years. 

Tax Incentive-related Issues
Besides knowing which tax incentives 
are relevant, company executives also 
need to be aware of various issues 
associated with tax incentives. 

Meeting the Incentive Conditions
Incentivised companies need to ensure 
incentive conditions are met. Thus, 
milestones must be tracked on a timely 
basis, failing which there is a risk that the 
incentive bene�its may be clawed back. 

Similarly, some tax incentives like 
the PIC and Investment Allowance may 
prohibit businesses from disposing of 
certain �ixed assets. Processes must 
therefore be put in place to track assets 
to ensure compliance.
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While incentives 

are aplenty and may 
seem attractive to 

businesses, companies 
need to be mindful of 

the intricacies and 
relevance, to gain 

the most benefits. It’s 
essential to keep an eye 

on the details.
in Singapore as a CFC of its parent 
company, which could result in the 
income earned in Singapore, even if 
not repatriated, to be subjected to tax 
in the home country, wiping out the tax 
incentive bene�its in Singapore.  

Maximising the Benefi ts
With the wide range of incentives 
available, companies need to analyse 
and determine which are the most 
appropriate scheme(s) to apply for. 
Sometimes, a �inancial grant may be 
more bene�icial than a tax incentive. 
Moreover, the timing of application is 
important as all incentives are applied 
prospectively. Thus, income or expenses 
that occurred before would not be 
covered by the incentive.

Incentive Compliance 
Framework
In some cases, companies have to 
engage an auditor to certify that the 
company is on track in achieving 
its incentive conditions. In recent 
years, IRAS has also required certain 
incentivised companies to declare that 
processes and internal controls are in 
place to track and properly categorise 
income streams and expenses. 

While incentives are aplenty and 
may seem attractive to businesses, 
companies need to be mindful of the 
intricacies discussed, and relevance of 
the schemes, in order to gain the most 
bene�its. It’s essential to keep an eye on 
the details.  ISCA


