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PRESIDENT’S MESSAGE
An Eye on the Future,

Deeply Rooted
in the Present
Dear members,
Since the Budget Statement was
delivered on February 23, there has
been much debate over its intent, reach
and impact. Many of you would likely
have contributed to the discussion
with your friends and family, albeit
informally, as we all have a stake in
Singapore’s future.
Overall, this year’s Budget
builds on the fundamental policy
shift, announced by Prime Minister
Lee Hsien Loong in his New Year
Message, to give Singaporeans greater
assurance at each stage of life, more
opportunities, and a better home for
all. It is a Budget that has an eye on
the future but is also deeply rooted in
the present.
The Budget seeks to invest in
the skills that will propel Singapore
forward, continue with the
restructuring of the economy, support
continued business successes through
innovation and internationalisation,
invest in economic and social
infrastructure, and strengthen
assurance in retirement.
A key theme is developing worker
competency, empowering Singaporeans
to learn and gain mastery throughout
life so that they can do their jobs well,
regardless of their starting points. This
SkillsFuture journey can begin as early
as in school or later, as in the case of
mid-career workers, and requires the
concerted efforts of the public and
private sectors, industry bodies,
trade unions, as well as training
institutes. What is important is that
the mindset shift to focus on skills

development must begin now, with the
government as an active enabler in the
whole initiative.
As workers continue to upgrade
themselves throughout their careers,
they will uplift the economy and the
community. This is because higherskilled workers contribute more to
their organisations, and command
higher salaries. The cover story gives
an overview of how Singapore “must
reach its next frontier as an economy”,
in the words of Deputy Prime Minister
and Finance Minister Tharman
Shanmugaratnam. For your reference,
we have also produced the Budget
highlights as a handy insert, with this
March issue.
ISCA is conscious that each of
us must play our part to ensure
Singapore’s future success. As the
national accountancy body, the
Institute works closely with businesses
and stakeholders to help them in their
efforts to restructure, raise productivity
and sharpen their competitive edge.
Over the years, it has developed a
range of educational and training
programmes to provide opportunities
for our members to enhance their
skills, as well as expand pathways for
their career development.
In particular, improving the
competency and productivity of SMPs
is a key strategic focus for the Institute.
Responding to members’ feedback on
the need for practical audit training for
staff, ISCA had developed the Practical
Audit Workshop (PAW) programme.
We are pleased that PAW – Audit

Working Paper 1 is now a certifiable
skills training course funded by the
Workforce Development Agency. I
urge members to take advantage of
existing funding schemes, as well as
the upcoming SkillsFuture Credit, to
assist you in your lifelong learning
commitment. Other productivityrelated topics within these pages
include process re-engineering,
expanding the business line beyond
statutory audit services, harnessing
technology, and venturing overseas.
On the regulatory front, the
recent legislative changes to the
Companies Act introduced the largest
number of changes since the Act’s
enactment in 1967. As this is a major
development, we have the highlights
of key amendments here, and will
be furthering the discussion in the
following journal issues.
We are introducing a new segment
which features prominent ISCA
members and their career milestones.
This member profile series aims to
inspire members to scale
greater heights and
broaden their awareness
of the multiple
career paths an ISCA
membership offers.
The inaugural piece
profiles 1-Rochester
Group founder
Joseph Ong, who
shares how an
accountancy
background
helped him
achieve success
in the world of
fine dining. We
hope you find
it interesting.
Have a
good read!

Gerard Ee

FCA (Singapore)

president@isca.org.sg
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In Tune
ISCA News

Engaging New
Members in 2014

T

he Institute is committed to
rolling out more membercentric initiatives that bring
value to our members, and
one of these is the New Members’
Night. Inaugurated in 2014, the gettogether is designed to build a sense of
belonging among our new members,
give them the continuing support they
need to stay engaged and also provide
a platform for them to network with
their peers.
At the session on 18 December 2014,
ISCA President Gerard Ee and ISCA
senior management warmly welcomed
and congratulated the close to 60 newlyinitiated CAs (Singapore) present.

ISCA President Gerard Ee spoke about
ISCA’s commitment to enhance our members’
professional stature and standing.

expressing their
appreciation of
ISCA’s efforts to
engage them.
“ISCA is recognised
We would like to
in the accounting
thank the 250 new
industry and I
members who attended
believe it will
help me in the
the four sessions in
progression of
2014, and look forward
my career.”
to supporting our
Denise Lim
members throughout
Audit Senior 2
their journey as
EY in Singapore
a professional
accountant. The
Denise Lim (left) with other newly-minted
Institute will continue
CAs (Singapore) from the firm.
our efforts to engage and bring value
to our members in 2015.
Mr Ee spoke about ISCA’s initiatives
View more pictures of the event
to better serve our members, shape
at our Facebook page at https://
the accountancy landscape and
www.facebook.com/ISCA.Official.
promote the profession. He shared
about the leading role ISCA plays
among ASEAN countries in the ASEAN
Economic Community (AEC), and why
CAs (Singapore) can look forward to
“Trust is a key attribute in
greater mobility in the region this year.
my dealings with clients
He highlighted that ISCA is constantly
and
to build my business
looking at enhancing members’
in Singapore. I was very
professional stature and aims to give
keen to be a member of
ISCA COO Goh Puay Cheh (1st from left)
members recognition in the accounting
ISCA, given the credibility
with the winning team of the ISCA Quiz,
industry. He added that being a
it has in the market. I
and the team with the most creative
also look forward to
member-centric
body,
ISCA
provides
group name
sharing some of my
to members
experiences in the
networking
global accountancy
platforms to
profession with
widen their
other professionals
“Being a Singapore Chartered
sphere of
in Singapore, and
Accountant will open doors
I believe ISCA is
opportunities for
to my career advancement
a great platform
and development. I’ll have
career prospects.
to do so.””
a brighter future through
The New
Christopher Saye
ISCA’s CPE courses too”
Members’ Night
Managing Director
Li Jing
MarcWhittaker
was well received,
Accountant
Capital
with many
Tuas Power Generation
new members

8
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Wonders of an
e-Filing System

I

SCA Industry Development
organised a demo session
to showcase a one-touch
e-filing system aimed at
raising awareness of technology
adoption and enhancing productivity,
especially in public accounting firms
and the accounting and finance (A&F)
functions in companies.
More than 30 partners from
accounting firms and finance
professionals participated in the
January 21 event, learning from
the successful introduction of such
systems by entities in the logistics
and hospitality industries.
“LetsCrawl”, developed by
Bizmann Systems, can archive all
hardcopy documents, free up office

Bizmann Systems Senior Consulting Manager Jasmine Tan explained how
technology can make work more productive and fulfilling.

space, minimise occurrence of and
lessen time on retrieval of clients’
documents, and ultimately better
deploy human resources to focus
on higher level jobs. Such a system
brings tangible benefits to both the
small and medium-sized accounting
practices, as well as the A&F
functions in companies.
According to Sharifa Nafisa,
Managing Partner, HMS Assurance,
“such a system, in terms of practicality,
affordability and tangible benefits,
shows practitioners how current
processes can be enhanced to
improve efficiency and to provide a

higher quality of services to our clients”.
ISCA is currently exploring with
SPRING Singapore and Infocomm
Development Authority of Singapore
(IDA) to obtain funding for firstmover adopter firms of such a
system, thereby easing the cost of
technology adoption.
The first technology adoption
project, spearheaded by the Institute
and funded under IDA’s Enhanced
iSPRINT programme, is the practice
management system for audit firms.
To date, 62 firms have signed up for
the iFirm solution; applications are
still open.

ISCA Breakfast Talk

Cyber Security Landscape in
Singapore and Southeast Asia

M

ore than 70 members
attended the monthly
ISCA Breakfast Talk on
January 14, where Pierre
Noel, Chief Security Officer, Microsoft
in Asia, shared on the “Cyber
Security Landscape in Singapore and
Southeast Asia”.
The number of cyber attacks have
increased dramatically over the last
decade, and caused major concern
for organisations globally. Today,
organisations must have in place
comprehensive security strategies to
counter the threats that are coming
from all directions. As cyber security
continues to be one of the top
business priorities, accountants need

6

IS Chartered Accountant

to understand the
context of cyber
attacks – why they
take place, which
business operation
is especially
vulnerable and the
implications, and
how businesses
can reduce cyber
security risk.
Mr Pierre touched on the cyber
security ecosystem which explains
who and why people create cyber
incidents, past incidents in Singapore
and Southeast Asia, and what
organisations can do to reduce their
risk exposure.

Pierre Noel, Chief
Security Officer,
Microsoft in Asia,
shared tips on how
to minimise cyber
security risk.

The session concluded with a
case study of how 30,000 computers
were down for two weeks, and some
tips on the dos and don’ts in order to
prevent cyber attacks. Members found
the topic enriching and useful to their
daily work.
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ISCA Mingles

Benefit
from the
Abundance
of 2015 Wood
Goat Year

T

his year’s first ISCA Mingles
session on January 21
saw GladDana Hu,
Principal Metaphysician,
AbundanceRichi, share with our
members on how to “Benefit
from the Abundance of 2015 Wood
Goat Year”.
Members received the Abundance
Almanac 2015 – a desktop calendar
which covers popular industries,
trends, colours, gems and Chakra
visualisation; suitable and unsuitable
activities; inauspicious times for
important activities; best times to
start or complete projects, and low
season for signing contracts, etc –
as well as tips on how to set up your
work space for success.

AbundanceRichi Principal Metaphysician GladDana Hu opened members’ eyes
to the intricacies of geomancy.

Ms Hu delighted members with
insights on how to improve their
career and business, attract good
luck by drawing on the positive
energy of nature and from the office
settings – all with minimal disruptions
to their work environment. She also
shared on how to create success

Disciplinary Findings

U

pon finding that
Mr Chua Tien Haur
Anthony, CA (Singapore),
had breached Rule 64.6
of the Institute (Membership
and Fees) Rules, in that he was
adjudged a bankrupt by CIMB Bank

8
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Berhad on 17 July 2014 and is still an
undischarged bankrupt, the Disciplinary
Committee ordered that his name be
removed from the register and that
he shall cease to be a Member of the
Institute with immediate effect.
Upon finding Ms Lee Lai Kean

in team work, client relations and
collaborations, and how to accurately
use the compass to ascertain the
“right direction” within the work space
and during meetings with clients.
Members were happy to get tips
on how to enhance their year ahead
for success.

Irene, FCA (Singapore), had breached
Rule 64.6 of the Institute
(Membership and Fees) Rules, in
that she self-petitioned to be a
bankrupt on 10 July 2014 and is
still an undischarged bankrupt, the
Disciplinary Committee ordered
that her name be removed from the
register and that she shall cease to
be a member of the Institute with
immediate effect.

Synergistic
Start at SIATP

T

he Singapore Institute of Accredited Tax
Professionals (SIATP) started the year with
synergistic tax seminars with various partners.
Following the update of the e-Tax Guide
on “Research and Development (R&D) Tax Measures”,
SIATP and the Inland Revenue Authority of Singapore
(IRAS) co-organised a briefing to heighten the level
of understanding and provide the tax profession with
greater clarity on the intricacies surrounding R&D
tax measures, particularly on application software
R&D projects.
Separately, SIATP successfully completed another
collaborative event with Singapore Manufacturing
Federation. Featuring Tan Bin Eng, Partner, and Johanes
Candra, Senior Manager, EY Singapore’s Business
Incentives Advisory, participants gained relevant
knowhow about the region’s incentives, practical issues
and developments.
For more insights on gaining greater clarity in tax
matters, visit www.siatp.org.sg today for information on
becoming an accredited tax professional.

A power-packed session helmed by IRAS’ Principal Tax Officer
Lydia Phua, Senior Project Director Chew Tiew San, and
Principal Tax Specialist Wong-Tan Puay Luang, an Accredited
Tax Advisor (Income Tax).
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Strengthening Social Security
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udget 2015 was announced by Deputy Prime
Minister (DPM) and Minister for Finance Tharman
Shanmugaratnam on February 23. This being
Singapore’s 50th year of independence, the “Jubilee
Budget” is focused on securing Singapore’s future and
strengthening social security, and envisions a future
that “enables us to realise the best in ourselves”.
Outlining his vision for the Budget, DPM Tharman emphasised
that “we must reach our next frontier as an economy, with firms
driven by innovation, and higher incomes coming from deep skills
and expertise in every job. We must ensure a society that is fair
and just, where everyone has a chance to move up and do well
regardless of where they start. And we must complement a culture
of personal effort and responsibility with stronger collective
responsibility, especially for our elderly”.
To achieve this, the Budget takes major steps in four key areas.

March 2015
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Over

$1 billion
Photo Shutterstock

Average annual
spending on
continuing
education and
training till 2020

1) Deep Skills in
Every Job

$500

Initial SkillsFuture
Credit for each
Singaporean
aged 25 years
and above,
available
from 2016
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The first key area focuses on
investing in the skills of the future,
and empowering every individual to
learn and develop throughout life.
There will be significant expenditure
in this area, with the government
set to increase continuing education
and training spending to an average
of over $1 billion per year from now
to 2020, and further committing to
topping up the national productivity
fund by $1.5 billion this year.
The slew of initiatives related to
lifelong learning (Table 1) announced
during the Budget can be a boon for
small and medium-sized enterprises
(SMEs), which may have few or no
resources or monies to spend on their
employees to acquire deep skills. In
particular, small and medium-sized
accounting firms that are aiming
to grow their value-added services
and offerings, but have to increase
the competencies and specialisation
of their staff to do so, may find the
initiatives invaluable in supporting
their staff to upskill themselves.

8
“This Budget is focused on building Singapore’s future.
We must reach our next frontier as an economy, with firms
driven by innovation, and higher incomes coming from
deep skills and expertise in every job.”

Table 1 Key Initiatives Related to Lifelong Learning
1

Develop a professional core of Education and Career Counsellors for our schools and Institutes of
Higher Learning (IHL) and improve internships in IHL

2

Introduce SkillsFuture Earn and Learn Programme in 2015 for fresh Polytechnic and ITE graduates

3

For MOE/WDA-funded courses, enhance education and training subsidies to a minimum of 90% of
training costs for all Singaporeans aged 40 and above

4

Implement new modes of learning through short modular courses, weekend workshops and online
learning

5

Provide Study Awards to support development of specialist skills or other competencies for those
who already have specialist skills

6

Introduce Fellowships funded by SkillsFuture Jubilee Fund to develop Singaporeans to achieve
mastery in their respective fields

7

Create SkillsFuture Credit for each Singaporean 25 years old and above — initial $500 credit from
2016, further top-ups at regular intervals

8

Implement Leadership Development Initiative to support companies which commit to develop
Singaporeans for leadership roles

9

Develop a shared pool of mentors that SMEs can tap on to overcome training capabilities and
capacity constraints

For example, with the SkillsFuture
Credit, all Singaporeans aged 25 years
and above will receive an initial credit
of $500 from 2016 and further topups at regular intervals thereafter.
These credits do not expire but
can only be used for education and
training. Further, the SkillsFuture
Study Award – which will support the
development of specialist skills or
other competencies such as business
or cross-cultural skills, and the
SkillsFuture Fellowships – which
will develop Singaporeans to achieve
mastery in their respective fields,
are especially significant because
they will provide Singaporean
workers with good support and
opportunities to upgrade their skills

and competencies to a high level.
Accounting firms should also leverage
on these initiatives to develop the
cross-cultural skills and business
acumen necessary to take full
advantage of the upcoming ASEAN
Economic Community.
Further, the SkillsFuture
Leadership Development Initiative,
which will work with companies to
grow Singaporean corporate leaders,
complements the other SkillsFuture
initiatives. This should provide
more structure and comprehensive
support for Singaporeans, including
accountants, throughout their
careers, and thus build more
Singaporeans for capable leadership
or C-Suite roles.

$billion
1.5

Top-up to national
productivity fund this year

Minimum

90%

fee subsidy

For MOE/WDA-funded
courses to enhance
education and training

March 2015
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$1 billion
Top-up to
National
Research
Fund

2) Promote
Innovation and
Internationalisation
The second key area focuses not only
on the continued restructuring of
the economy but also on supporting
the next wave of business successes
by encouraging innovation and
internationalisation.
While it was made clear that the
government is only adjusting the pace
of foreign worker measures and not
changing direction, the deferment of
this year’s round of announced levy
increases for S Pass and Work Permit
Holders provides some respite for
businesses which have been affected
by the tight labour market. The
government has acted upon feedback
regarding business cost challenges;
there were also extensions of other
measures aimed to give some relief to
businesses, such as the Wage Credit
Scheme or Temporary Employment
Credit.
Further, as Singapore moves to
the next phase of its restructuring
efforts, there will be more support for
innovation. There will also be more
help for companies to internationalise
as they look to grow revenues. In
this respect, various initiatives
which seek to spur innovation were
announced. DPM Tharman committed
to strengthening grant support for
every form of innovation to help firms
capture greater value from R&D
and catalyse enterprise financing,
commenting that “every form of
innovation counts, and must
be supported”.
14
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1 %
concessionary tax rate

From 5% to 25%

On incremental income
from qualifiying
internationalisation
activities

Allowance rate in revised
M&A scheme

A host of schemes were developed
and refined to support the vision for
more innovation (Table 2). While all
these are good schemes with specific
purposes, companies may easily be
overwhelmed by the sheer number
of schemes and the technicalities in
applying for them. It may be worth
the government’s effort to consolidate
these schemes under the purview of
a single agency. The agency can take
a holistic and hassle-free approach
to provide relevant information and
assistance to companies applying for
the schemes.
Besides direct support for our
enterprises, the government could

possibly look into how we can tap
on our worldclass universities or
educational institutions to spur
innovation. More support could be
given to promote active collaboration
between our enterprises and
universities.
Amid the uncertain global
economic outlook, the government
is also sparing no efforts in trying
to help Singaporeans and Singapore
companies succeed overseas.
An International Growth
Scheme targeted at larger Singapore
companies venturing overseas was
introduced in Budget 2015. This
scheme aims to support high-potential

Table 2 Key Initiatives to Support Innovation

Photo Shutterstock

1

Capability Development Grant (CDG)

2

Collaborative Industry Projects (CIP)

3

Partnerships for Capability Transformation (PACT)

4

Market Readiness Assistance (MRA)

5

Global Company Partnership (GCP) grants

6

Venture Debt Risk-Sharing Programme

7

SPRING’s Startup Enterprise Development Scheme (SEEDS)

8

Business Angel Scheme (BAS)

March 2015
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Singapore companies in their overseas
expansion while they continue to
anchor their key functions, such as
headquarter functions, in Singapore.
To complement the International
Growth Scheme in supporting
Singapore businesses expanding
overseas, the government will
also be enhancing the existing
Double Tax Deduction (DTD) for
Internationalisation scheme to cover
qualifying manpower expenses
incurred for Singaporeans posted
to new overseas entities. This
enhancement seeks to provide greater
support to businesses expanding
abroad, and should create more
skilled jobs and opportunities for
Singaporeans to work overseas.
In its effort to support companies,
especially SMEs, to accelerate their
growth plans through strategic
acquisitions, the government
extended and enhanced the Mergers
& Acquisitions (M&A) scheme. The
revised M&A scheme provides a more
generous allowance rate of 25% (up
from 5%) while keeping the deduction
cap at $5 million. In effect, this change
will allow companies to derive more
tax benefits from smaller acquisitions,
while not affecting the level of support
for larger acquisitions.
The government also lowered
the shareholding eligibility tier of
the M&A scheme, making the scheme
relevant for companies that are
unable to acquire majority stakes in
their respective target companies for
reasons such as foreign ownership
restrictions. On the flip side, the

revised M&A scheme will no longer
be relevant for companies that wish
to increase their shareholdings if they
are already the majority stakeholders
of their respective target companies.
All in all, the schemes announced
in Budget 2015 have the potential to
achieve the government’s objective
of spurring internationalisation.
The devil is in the implementation.
The intent and spirit of the schemes
should not be dampened by incentive
conditions that are overly prescriptive.

8
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The next area of focus looks at
making investments in Singapore’s
infrastructure, and also in supporting
families and strengthening
communities.
Major investments in
infrastructure earmarked in this
year’s Budget include the development
of Changi Airport’s new terminal, T5;
improvements in public transport,
and developing heartlands into
vibrant homes and communities, and
expanding every dimension of the
healthcare system.
While these investments will
significantly increase development
expenditure to about $20 billion
in the coming fiscal year, and to
about $30 billion by the end of the
decade, they are intended to help
Singapore meet the economic and
social challenges of the future. They
will stand the country in good stead
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“We must ensure a society that is fair and just,
where everyone has a chance to move up and
do well regardless of where they start. And we
must complement a culture of personal effort
and responsibility with stronger collective
responsibility, especially for our elderly.”

3) Invest in Economic and
Social Infrastructure

as it embarks on building the next
era of jobs and incomes, and a higher
quality of life for its citizens.
More is also being done to build
social capital (Table 3). A variety
of initiatives have been introduced
to provide support for families
and to strengthen community. In
particular, initiatives such as the
reduction in the Foreign Domestic
Worker concessionary levy and the
topping up of the Child Development
Account, will reduce the cost burden
on families.
Further, the introduction of the
Partner Operator (POP) Scheme,
which seeks to enhance the quality
of child care, even as costs are kept
low, is also significant. Indeed, this
focus on the quality of child care is
important because high-quality child
care is also part of a good education
system which in turn is key to a
future generation of competitive
Singaporean workers.

Table 3 Key Initiatives to Increase Social Capital

1

Enhance affordable, quality child care by:
(i) Introducing a new Partner Operator (POP) scheme to complement the Anchor Operator scheme so
that parents will benefit from lower fees and higher quality of child care
(ii) Topping-up the Child Development Account to help families pay for pre-school fees. The top-up will
cost $126 million and benefit 230,000 children

2

Waive exam fees for national examinations for Singaporean students in government-funded schools
and for Singaporean students enrolled in ITEs and Polytechnics

3

Provide a $150 top-up to the Edusave accounts of Singaporean students aged seven to 16 years

4

Enhance the MOE Financial Assistance Scheme (FAS) and top-up the Post Secondary Education
Accounts (PSEA) of Singaporeans aged 17 to 20 years

5

Enhance the GST Voucher (GSTV) Scheme through the enhancement of $50 for GSTV-Cash across
the board from 2015 onwards and one-off GSTV-Seniors’ Bonus in 2015 to assist seniors with daily
expenses, for eligible individuals

6

Provide Service and Conservancy rebates (one- to four-room flats) ranging from two to three months

7

Provide personal income tax rebates of 50% capped at $1,000 for YA 2015

8

Reduce Foreign Domestic Worker (FDW) concessionary levy from $120 to $60 per month and extended
to households with children aged 16 years and below
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$20 billion
Infrastructure
investment
in the coming
fiscal year

From

250%
to

300%

Increase in tax deduction for
donations made in 2015

$150
Top-up to Edusave accounts
of Singaporean students aged
seven to 16 years

50%

18

IS Chartered Accountant

4) Strengthen Social
Support

The fourth area of focus seeks to
strengthen overall social support, with
particular attention paid to bolstering
retirement adequacy. To do so, the CPF
ceiling will be raised from $5,000 to
$6,000. The contribution cap within
the Supplementary Retirement Scheme
will also be raised with effect from
January 2016. Further, contribution
rates for older workers aged between
50 and 65 will be raised by between
0.5% and 2%. An additional 1%
interest will also be given on the first
$30,000 of CPF balances from the age
of 55.

The measures to enhance CPF
savings will help Singaporeans
accumulate more savings during their
working years and also help them save
more for their retirement needs.
However, some of these measures
may increase the employers’ cost of
hiring workers, especially the hiring
of older workers. In this regard, there
is also some support for businesses in
the Budget. Specifically, DPM Tharman
announced that an additional Special
Employment Credit of up to 3% of
wages for workers aged 65 will serve
to offset the higher cost of employing
older workers.
Another key measure to
strengthen social support is the
introduction of the Silver Support
Scheme. It will provide a supplement
of between $300 and $750 per
quarter to eligible seniors based on
assessments of lifetime wages, level
of household support, and housing
type. The scheme will lend support to
the bottom 20% of Singaporeans aged
65 and above, with a smaller degree
of support also extended to cover the
bottom 30% of seniors. Together with
Workfare, total government spending
on this system of progressive social
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Personal income
tax rebate capped
at $1,000 for
YA 2015

These measures will help
ease the challenges faced by many
Singaporeans in their daily lives, and
address concerns raised by citizens.
As highlighted by ISCA President
Gerard Ee during the ISCA Pre-Budget
Roundtable 2015, “How can we free
up the individual from the pressures
of family life and home so that, at
whatever level, they can function to
their optimal level at the work place?
I think that is what’s missing when we
talk about social capital”.

From $5,000
to

$6,000

CPF ceiling increase

Between

0.5%

2%
Increase in
and

older-worker CPF
contribution rates
support is expected to reach about $1
billion per year.
Overall, the Silver Support Scheme
will serve to foster stronger collective
responsibility, and create a more
inclusive society where lower income
seniors, many of whom would have
contributed to Singapore during their
prime productive years, are afforded a
meaningful level of support.

Preserving a Fair
and Sustainable
Fiscal System

Government expenditure is expected to
increase over the medium to long term.
This increase is attributable mainly
to three areas – healthcare spending,
improvements to public transport, and
the development of Changi Airport
T5. Government spending is projected
to reach about 19% to 19.5% of GDP
on average over the next five years,
roughly 1% of GDP higher than current
revenues. It is therefore prudent that
Singapore strengthens its revenue base
to support the increase in spending
through the rest of the decade.
To do so, two key measures were
announced. First, the Net Investment
Returns (NIR) framework will be

enhanced to include Temasek. While
the current framework allows the
government to spend up to 50% of the
expected long-term real returns on
its net assets managed by MAS and
GIC, the new framework will allow
the spending rule to be based on the
total expected returns of all three
investment entities (MAS, GIC and
Temasek).
However, as noted by DPM
Tharman in his Budget Speech,
Temasek’s equity-only portfolio is
inherently more volatile and subject
to more pronounced investment
cycles than the MAS and GIC
portfolios. Consequently, even with
its geographically and sectorally
diversified investment portfolio,
projections of Temasek’s expected
long-term returns are likely to be
less accurate. As such, it might be
prudent for Temasek to adopt a more
conservative investment strategy
in return for greater stability in its
returns going forward.
The second key measure
announced was the increase in
personal income taxes for the top
5% of income earners. In its effort
to continue refining and making

ADDITIONAL

1%

On first $30,000 of CPF
balances from age 55

Between

$300 to $750

Quarterly supplement
for eligible seniors
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19%
to19.5% of GDP

Projected average
government spending
over the next five years

Temasek,
MAS, GIC

Spending rule
based on
returns of three
investment entities

From 20%
to 22%
Top marginal
income tax
rate from
YA 2017

the personal income tax regime more
progressive, the government has taken
the bold step of increasing the top
marginal income tax rate from 20%
to 22%. This increase will take effect
from YA 2017.
DPM Tharman commented, “It is
fair that this enhanced support for
those with low incomes should come
chiefly from revenues contributed by
the high-income group. Those with
higher incomes have also been seeing
stronger growth in incomes than the
average Singaporean in recent years.”
The increase in personal income
tax rates for top income earners
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8
“We must go forward with the blend
of imagination and practicality that
brought Singapore this far in 50 years.
With hard heads, but warm hearts too,
so that we all move up together”.
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may have come as a surprise for
some. As an island-nation with no
natural resources, Singapore has
always maintained a competitive
personal income tax regime to attract
top talents. While a top marginal
income tax rate of 22% is still low by
international standards, it remains
to be seen if the change will affect the
country’s competitiveness in attracting
top talents, especially against
jurisdictions such as Hong Kong (which
has a top marginal personal income tax
rate of 17%).
An unintentional consequence of
this change may be a rise in the number

of incorporation of companies. As the
gap between the corporate income
tax rate (currently at 17%) and the
top marginal personal income tax
rate widens, sole proprietorships and
partnerships, which are taxed based
on individual tax rates, may lose some
of their shine as viable alternative
business vehicles to companies, which
are subject to corporate tax rates, for
sizeable businesses.

Moving into the Future

Overall, this year’s Budget builds
on the fundamental policy shift,
announced by Prime Minister
Lee Hsien Loong in his New Year
Message, to give Singaporeans greater
assurance at each stage of life, more
opportunities, and a better home for

all. The Budget seeks to invest in the
skills of the future, continue with the
restructuring of the economy, support
continued business successes through
innovation and internationalisation,
invest in economic and social
infrastructure for the future, and
strengthen assurance in retirement.
In the words of DPM Tharman,
“Budget 2015 takes us into our future”,
and with that, “we must go forward
with the blend of imagination and
practicality that brought Singapore
this far in 50 years. With hard heads,
but warm hearts too, so that we all
move up together”. ISCA
Clarence Goh is Manager, Research, ISCA,
and Felix Wong is Tax Manager, Singapore
Institute of Accredited Tax Professionals.
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Changes to the Companies Act

Recent
Legislative
Changes to the
Companies Act
Highlights of Key Amendments
by

Law Reform Department,
ACRA

T

he Companies
(Amendment)
Act 2014
(Amendment
Act) was
passed by
Parliament in
October 2014,
introducing
the largest
number of changes to the Companies
Act since its enactment in 1967. The
changes are intended to reduce the
regulatory burden on companies,
provide for greater business
flexibility and improve the corporate
governance landscape in Singapore.
The Amendment Act is targeted to take
effect in 2015.
This article highlights some of
the key changes being made to the
Companies Act. Further information
on the amendments is available at the
Accounting and Corporate Regulatory
Authority (ACRA) website.

New “small company”
concept for audit
exemption

Currently, a company is exempted
from having its accounts audited if it
is an exempt private company with
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annual revenue of $5 million or less.
The Amendment Act introduces a new
small company concept for exemption
from statutory audit, which replaces the
current criteria.
To qualify as a “small company”, a
company must be a private company
that fulfils at least two of the following
three quantitative criteria in each of the
immediate past two financial years:
(a) Total annual revenue of not more
than $10 million;
(b) Total assets of not more than
$10 million;
(c) Number of employees of not more
than 50.
These criteria are similar to those
used for the Singapore Financial
Reporting Standards for Small Entities.
A company which belongs to
a group can be exempted from
statutory audit only if it qualifies
as a small company and the entire
group meets at least two of the three
quantitative criteria on a consolidated
basis. A “group” refers to a group as
determined up to the ultimate holding
company, and would include a group
where the ultimate holding company is
a foreign corporation.
Transitional provisions have
been provided for new companies
incorporated after the effective date
of the amendments, and to cater for
existing companies during the first
two years after the amendments in the
Act are implemented.

s
The new small
company criteria
recognises a broader
group of stakeholders
who may have
an interest in the
financial statements,
and reduces the
regulatory costs for
smaller companies
that do not have wide
market impact.

New exemption from
preparation of financial
statements for dormant
unlisted companies
A dormant company, at present, is
exempted from the statutory audit
requirements but is still required to
prepare financial statements.
With the new amendments, a
dormant non-listed company (other
than a subsidiary of a listed company)
is exempt from requirement to prepare
financial statements, if:
(a) The company fulfils a substantial
assets test, and
(b) The company has been dormant from
the time of formation or since the
end of the previous financial year.
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Existing safeguards in the
Companies Act will be retained.
These include the requirement for all
companies to keep proper accounting
records and empowering shareholders
with at least 5% voting rights to require
a company to prepare audited accounts.
The new small company criteria
recognise a broader group of
stakeholders who may have an
interest in the financial statements,
and reduce the regulatory costs for
smaller companies that do not have
wide market impact.

The substantial assets test is that
the total assets of the company at any
time within the financial year must not
exceed $500,000. For a parent company,
the consolidated total assets of the
group at any time within the financial
year must not exceed $500,000.
The new exemption from
preparation reduces regulatory costs
for dormant companies which have
lower public impact.
Dormant listed companies and their
subsidiaries, and dormant unlisted
companies which do not fulfil the
substantial assets test, must prepare
financial statements but are exempt
from audit. This remains unchanged
from the current position.
A summary of the effect of the
exemption for dormant companies is
illustrated in Figure 1:

Figure 1 Effect of exemption for dormant companies

Dormant non-listed company
(excluding subsidiary of listed
company) which fulfils the
substantial assets test

Dormant listed company
OR
Dormant subsidiary of listed company
OR
Dormant non-listed company
which does not fulfil the
substantial assets test

Financial statements
must be prepared

X

✓

Financial statements
must be audited

X
(since no financial statements
are prepared)

X
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New procedures for
resignation of auditors
Under the current Companies Act, an
auditor can resign only if he is not
the sole auditor or at a general
meeting and where a replacement
auditor is appointed.
The Amendment Act will provide
that an auditor of a non-public interest
company (other than a subsidiary
of a public interest company) may
resign before the end of the term of his
appointment by giving written notice
to the company. An auditor of a public
interest company or a subsidiary
of a public interest company may
resign before the end of the term of
his appointment by giving written
notice to the company, and upon
consent by the Registrar of Companies.
The auditor must give the company
reasons for his resignation, and any
such reasons must be circulated by the
company to the shareholders, unless
the Court orders otherwise.
A public interest company includes
a company listed or to be listed on
a securities exchange in Singapore.
Additional categories of companies will
be prescribed in regulations to align
the definition with similar concepts for
the purposes of the Practice Monitoring
Programme conducted by ACRA under
the Accountants Act.
These changes allow auditors
to resign mid-term, especially in
situations where the company refuses
to hold a general meeting to appoint a
replacement auditor. The requirement
for Registrar’s consent will allow the
Registrar to stop the resignation in the
public interest where necessary. The
reasons for resignation for companies
with greater public interest should be
circulated so as to promote greater
corporate governance.

Use of alternate
addresses in
ACRA’s records

Individuals currently report particulars
such as their residential addresses
to ACRA, and such information is
accessible by the public. The Companies
Act has been amended to allow an
24
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individual to reflect an alternate
address at which he can be located in
ACRA’s public records, instead of his
residential address. This will accord
individuals greater privacy. Safeguards
will be put in place to minimise
fraudulent reporting and filing of
invalid addresses.

Statutory duty on
disclosure extended
to CEOs

Directors are required under the
Companies Act to disclose conflicts
of interest in transactions and
shareholdings in the company and
related corporations. Going forward,
such disclosures will be extended to
CEOs of companies to better reflect
the increasingly important role of
CEOs. This is consistent with the
requirements for listed companies
under the Securities and Futures Act
where both directors and CEOs must
provide similar disclosures.

New powers for
the Registrar to
debar directors and
company secretaries

The Registrar will be accorded new
powers under the amended Act to debar
any director or company secretary
of a company who has failed to lodge
documents at least three months
after the required deadlines under
the Companies Act. Debarment of
irresponsible directors and company
secretaries will prevent such persons
from holding similar positions in
other companies. Before making a
decision, the Registrar will consider

representations from the directors
and company secretaries. A debarred
person will not be allowed to take on
any new appointments as a director or
company secretary, but may continue
with his or her existing appointments.
Debarment will be lifted when the
defaults have been rectified or on other
grounds to be set out in regulations.

ACRA’s register
of members for
private companies

Currently, all companies are required
to keep a register of members. With
the changes in the Amendment Act,
ACRA will maintain the registers of
members for private companies in
electronic form. Such companies will be
required to file information concerning
share ownership and changes in share
ownership for registration with ACRA
(for example, returns of allotment of
shares and share transfers). The date
of filing of that information will be
taken as the effective date of entry of
a person into the register as a member
or the date of cessation of a person as
a member. These changes streamline
the administrative process for private
companies and give the public greater
access to the register. ISCA
For further information on the amendments to
the Companies Act, please visit the ACRA website
at www.acra.gov.sg.
Also look out for a two-part article (in
IS Chartered Accountant, April and May issues)
for an indepth discussion as well as illustrations
on small company audit exemption.

This article is contributed by the Law Reform
Department, Accounting and Corporate
Regulatory Authority.

m em ber profi le

Fine
Taste
of
Success
R-entrepreneur Joseph Ong,
CA (Singapore)

By

Betsy Tan

J

oseph Ong sweeps
into the elegantly
furnished dining
area and invites
me to take a
look around
1-Altitude bar
and restaurant.
With floor-toceiling views of the city skyline and
a spacious cellar of premium wines,
1-Altitude oozes refinement and
class. The multi-concept fine dining
establishment holds the distinction
of having the world’s highest al fresco
bar, and that is just one of the many
accolades that Mr Ong’s 1-Rochester
Group has garnered. One would think
the founder of a multi-million-dollar,
award-winning lifestyle F&B business
would be living the high life, with a
palate that favours Dom Perignon,
Beluga and wagyu. But Mr Ong prefers
“no-frills, comfort food”, and jokes
that “sometimes, I can’t really tell
pork from beef”.
Hailing from a humble background,
the former auditor says, “I still have
March 2015
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to persuade my mother to take a taxi
instead of the train and traversing
multiple MRT lines when she comes
to visit.” He also enjoys the food at
the hawker centres, a world that
is a far cry from his impeccablyfurnished fine dining establishments
that have won accolades for
their ambience.

Accountancy as a
gateway to business

Mr Ong’s route to entrepreneurship
started with his choice of university
major – a Bachelor of Accountancy –
at Nanyang Technological University.
“If you are interested in business,
accountancy is the subject for you.
Being an accountant allows you to do
anything in business.”
“After I got through university, I
went to KPMG. One of the wonderful
things about the profession is the
two to three years that you spend
with the audit firms where you
learn business, almost like you are
in a learning institution, but the
difference is, you get paid. It’s hard
work and sometimes you have to
perform mundane tasks, but I think
that really grounded me very well.”
He describes his years of being in
the audit firms as providing a good
foundation for what business is all
about. He also credits his training
as an accountant for being able to
make quick but accurate judgement
calls. He spent nine years in the audit
firms, working for KPMG, the former
Arthur Anderson and EY, before
leaving his position as Associate
Director for Strategic Finance at
EY for the high-octane world of
consulting and finance at Symantec.
“The good thing about being
an accountant is that you have
been taught to do things very
systematically, and we analyse things
very fast. We will go straight into
what makes sense for the business,
and usually we get the right answer,”
he adds.
At Symantec, he held several
high-level appointments, eventually
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s
Mr Ong’s route to
entrepreneurship
started with his choice
of university major – a
Bachelor of Accountancy
– at Nanyang
Technological University.
“If you are interested in
business, accountancy is
the subject for you. Being
an accountant allows
you to do anything
in business.”

rising to the rank of Vice-President
(VP), Channels and Business
Development in Asia Pacific and
Japan. He was then the youngest
VP in the region’s senior leadership
team. In that role, he managed a team
of 50 direct reports and an extended
team of more than 200, including six
senior directors, and 12 directors
and managers in the region.
He sometimes misses his old job.
“One of the interesting experiences
I had was motivating and leading
people. At Symantec, I was fortunate
to be working with some of the best
minds in the industry, and it’s nice
to be in an environment where you
are meeting the finest minds in
Asia Pacific.”
“As a leader, you need to really
feel what is happening on the ground.
You may not fully understand what
is going on – that’s the responsibility
of the team on the ground, and they
should be better than you at doing
what they do – but you definitely
need to know the pain they are going
through. Many people make the
mistake of trying to do the jobs of the
people in the field.”
Throughout his journey,
from auditor to VP of an MNC,
entrepreneur and would-be author,

Mr Ong has retained his ties with
the Institute. “I’ve never thought of
giving up my ISCA membership. The
membership encapsulates my entire
professional demeanour. An ISCA
membership itself speaks volumes – it
builds a brand around me to say I am
a member of this exclusive profession,
and explains what I do in a nutshell. ”

Passion for “people
and strategy”

Restaurateurs like Heston
Blumenthal and Gordon Ramsay have
an almost obsessive relationship
with food, but Mr Ong’s motivations
for setting up a restaurant have little
to do with gastronomic pleasure.
His first restaurant, One Rochester
at Rochester Park, originated as a
proof of concept for his MBA thesis.
“I wanted to prove that a person like
me, who has no knowledge of the
industry, can achieve success in the
business through proper management
and planning.”
He chose the F&B business for
purely practical reasons – because it
has low barriers to entry, and being
“in an efficient and competitive
industry” allows for concepts to be
tested rapidly. “My passion is not
food,” he says, “my passion is people
and strategy.”
Not only did his idea bag a
distinction for his MBA, it has since
grown to become a multi-faceted
business with interests in dining, bar,
weddings and events.

Remote
entrepreneurship

Mr Ong is about to add “author”
to his already illustrious C.V. It
was while juggling a demanding
and high-profile job in Symantec
and running 1-Rochester Group
that he hit upon the concept of
“remote entrepreneurship” or
r-entrepreneurship. This forms the
main thrust of his upcoming book,
which is just three chapters short
of completion. To write the book, he
left Symantec in September last year
March 2015
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and threw himself into the project.
Palpable excitement shines in his
eyes when he shares the key concepts
behind his new book.
“The traditional image of an
entrepreneur is a gung-ho, heroic
figure who knows everything, and
everyone assumes he knows what
to do all the time. He’s at the heart
of the entire system, and that’s
where the problem starts. We have
been cultivated to think that as an
entrepreneur, one must jump into
the business and hand-hold the
business, so most entrepreneurs try
to be the HR executive, marketing or
sales director, financial controller,
operations manager… they try to
do everything themselves. But that
actually makes people who are good
at something do many things that
they are not good at.”
“There is a higher percentage
of failure among entrepreneurial
businesses partially because of that.
My thesis tackles what is wrong with
entrepreneurial companies and the
way they are run. In this day and age,

as an individual, the entrepreneur
cannot keep up with all the changes
that are coming.”
Instead, Mr Ong believes in the
concept of collective leadership. His
model of leadership decentralises
authority and places the locus of
power on a group of “collective
leaders”, or key people who have
responsibility over the business.
While they do not have equity in the
business, they understand that they
have a stake in the success of the
business. The r-entrepreneur is only
one of the collective leaders.
It was his time with the audit
firms that first inspired him with
the idea of collective leadership.
The leadership structure of an audit
firm is decentralised, with different
subject matter experts taking on the
role of practice leads, and everyone
manages the partnership as a group –
involved and interdependent.
“There are 12 collective leaders in
the 1-Rochester Group. To each of them,
the job they are doing right now is
probably the biggest they’ve ever had.”

Career Highlights

1995 to 1998

2000

Joined KPMG and left as Senior Associate
Awarded a double promotion for outstanding sales and delivery performance
Made the youngest Associate Director in Arthur Anderson in Singapore

2002

Joined EY as Associate Director

2005

Appointed Head of Risk Assurance and Internal Consultancy, Asia Pacific
and Japan, Symantec

Dec 2005

Founded the 1-Rochester Group

2009

Appointed Head of Sales Finance and Controllership, Asia Pacific
and Japan, Symantec

2013

Appointed VP, Channels and Business Development, Asia Pacific
and Japan, Symantec

2014

Left Symantec to focus on writing his book on remote entrepreneurship
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“The (ISCA) membership
encapsulates my entire
professional demeanour.
An ISCA membership
itself speaks volumes
– it builds a brand
around me to say I
am a member of this
exclusive profession,
and explains what I do
in a nutshell.”

The role of the r-entrepreneur
is to provide an environment that
would lead, support and facilitate
the collective leadership’s varied
roles through a remote-management
system that is specially designed
to share operational and financial
information among the leaders.
In his book, Mr Ong introduces
a new concept that he believes will
help explain why the entrepreneur’s
“characteristic drive and
commitment” is so coveted, and
probably one of the most studied
and researched areas in business.
He parallels the entrepreneur to
a new parent of the enterprise as
he/she seeks to take care of all
the stakeholders including staff,
suppliers and financiers. Mr Ong
terms this a “parental responsibility
over business”, or PROB.
It is testament to his enlightened
management philosophy that
1-Rochester Group has gone from
strength to strength in the highly
competitive F&B industry, where
as many businesses start in a given
month as they fail.

Work-life co-mingling

That Mr Ong managed and grew the
1-Rochester Group while holding
a demanding management role in
Symantec, a multi-billion company
that spans over 20 cities, is mind-

boggling. He puts it down to having
good “work-life co-mingling”, a term
he believes to be more realistic than
work-life balance.
He has managed to “co-mingle”
friendships with work. “Some of my
best friends are from Symantec; there
are many from the accountancy cohort
who became my colleagues.”
“My wife Wendy and son Jerome
often join me when I travel. We love
the cold weather and my kid has
probably travelled to more places

than I had in the first 30 years of my
life! And Wendy will tell you she is
happiest when she is shopping on my
business trips, because I’m not there
to stop her,” he laughs.
Only in his early 40s, Mr Ong has
accomplished far more than what
most people attain in their entire
life. Yet he remains modest, grateful
for the many opportunities that
have come his way. He attributes
his success to the simple fact that
“I like what I do”, deriving a sense

of achievement from being involved
in the large-scale projects that have
resulted in “something great”.
A humble man who has scaled the
heights of professional success. A man
of simple tastes who offers customers
some of the finest foods and wines. The
description may sound contradictory
but in Joseph Ong’s case, such pairings
cannot be more apt. ISCA
Betsy Tan is Communications Manager, ISCA.
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WDA
Funding for
Practical Audit
Workshop
Financial Support to Boost Competencies

by

Koh Soo Hoon and
Chiang Fock Pong
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he Practical Audit
Workshop (PAW)
programme –
Audit Working
Paper (AWP) 1 is
now a certifiable
skills training
course funded by
the Workforce
Development Agency (WDA).
As the national accountancy body,
ISCA helps to raise the competency
of the profession and consistently
promotes its members’ professional
development needs. One initiative
is the PAW programme, which
was developed by ISCA following
members’ feedback on the need for
practical audit training for staff,
especially those in the small and
medium-sized practices (SMPs).

Leve
l of

Profi
cien
cy

Professional development aligns
strongly with WDA’s key focus to
strengthen skills-based training
to ensure the employability and
competitiveness of the Singapore
workforce. Therefore, WDA is providing
course fee funding for AWP 1.
PAW is a series of structured
audit training programmes designed
for audit personnel of SMPs. It is
a practice-oriented programme
that uses case studies, ISCA’s Audit
Manual for Small Companies, and
samples of audit working papers
to illustrate various audit concepts
and documentation requirements.
There will also be practical guidance
for those tasked with supervising
engagements, and the sharing of
best practices. The topics are highly
customised to meet the needs of
audit professionals at different levels
of proficiency, and are aimed at
enhancing their technical capabilities.

Supervisory and Review
Reviewers & those tasked with
supervising engagement

Learning Objectives
Built on PAW – AWP 1 and AWP 2
+

Duration: 5 days

Provides practical guidance for experienced
audit personnel tasked with the audit
engagement management responsibility

Built on PAW – AWP 1

Audit Working Paper 2
Experienced audit working paper preparer

Duration: 7 days

Provides practical guidance on the application
of audit concepts and documentation
requirements relevant to the audit planning
process and areas of audit complexity
+ Assists the audit partners to better understand
and manage the audit process on a timely basis
+

Provides practical guidance in application of
audit concepts & documentation requirements
+ Enables primary reviewers to better understand
the audit work performed and address any audit
exceptions highlighted on a timely basis
+

Audit Working Paper 1
Audit working paper preparer

Duration: 6 days
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Practical Audit Workshop

8
“It is very rewarding facilitating
the workshops when we have
participants sharing with us
how the workshop has helped
them better perform their roles
and responsibilities.”
Eric Tan
PAW Trainer

Subsequent to the publication of
the article on the “New, Customised
Audit Training Programme for SMPs”
relating to PAW, in IS Chartered
Accountant , February 2014, there had
been four successful sessions of PAW
– AWP 1, two fruitful launches of PAW
– AWP 2, as well as PAW – Supervisory
and Review, in 2014.
All PAW sessions received
overwhelming responses from public
accounting firms – most of them SMPs.
At least 260 participants from around
80 SMPs attended the PAW sessions
since the launch of PAW – AWP 1 in
August 2013.
It is encouraging that SMPs
recognise the importance of investing
in proper structured training for
their staff’s professional development
as it will in turn help improve the
overall audit quality of the SMPs. Such
improvements are in line with the
firm’s quality controls, and are part
of the Singapore Standard on Quality
Control 1 (SSQC 1) Quality Control
for Firms that Perform Audits and
Reviews of Financial Statements, and
Other Assurance and Related Service
Engagements element.

PAW gets the thumbs-up

The continuing competence of a firm’s
personnel depends to a significant
extent on an appropriate level of
continuing professional development
so that personnel maintain their
knowledge and capabilities. Effective
policies and procedures emphasise
the need for continuing training for all
levels of firm personnel and provide
the necessary training resources
32
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and assistance to enable personnel
to develop and maintain the required
competence and capabilities.
“My firm has sent different
staff to train under all three levels
of the Practical Audit Workshop
as I find it very useful for an audit
firm. In particular, AWP 1 provides
practical insights for fresh audit
assistants. It is particularly helpful
in bridging the knowledge learnt in
schools and applying them in a real
work environment. In the past, we
could only conduct training once a
year during our off-peak season, but
with PAW – AWP 1, the frequency
of training for our new staff has
PAW – AWP 1 Course Fee Grant &
Course Fee Funding Quantum

increased. This helps to lighten
my load as a practitioner and I can
now focus more time on running
the practice,” shared Helmi Talib,
Managing Partner, Helmi Talib & Co.
“The syllabus for PAW – AWP 1
covers the important topics
and provides a comprehensive
foundation course for new entrants
to the industry. The training
enhances the knowledge of the
audit procedures and also covers
the common pitfalls to avoid,
providing a refreshing and practical
approach for the trainees. Partners
and senior staff are also sent to
attend the different levels of PAW to
improve the overall audit quality and
documentations,” said Poh Mui Hwa,
Partner, Ng, Lee & Associates-DFK.

Funding support

Singaporeans or Singapore
Permanent Residents who are signed
up by organisations can enjoy up
to 90% funding for the course fee
of PAW – AWP 1, depending on the
relevant criteria. Thus, with this WDA
funding, they receive assistance to
defray the training costs.

Nett Fee
(Before
GST)

Absentee Payroll Grant

Funding Quantum

Funding Amount

SMEs1

$1,300

90% of course fee,
capped at $30/hour

$130

80% of hourly basic
salary, capped at
$7.50/hour2

$161.253

Non-SMEs

$1,300

50% of course fee,
capped at $15/hour

$655

80% of hourly basic
salary, capped at
$4.50/hour4

$96.755

In addition, enhanced funding is available for public accounting firms that send
their staff who are 35 years old and above, and earning $1,900 and below monthly.
PAW – AWP 1 Course Fee Grant &
Course Fee Funding Quantum

Enhanced
Funding8

$1,300

95% of course fee

Nett Fee
(Before
GST)

$65

Absentee Payroll Grant

Funding Quantum

Funding Amount

95% of hourly
basic salary6

$3927

8
“PAW, together with the
Singapore Qualification
programme (Singapore QP)
and a commitment to
life-long learning, will help
lift the standards of the public
accounting profession, and the
stature of small and mediumsized public accounting firms.”
Uantchern Loh
Chief Executive
Singapore Accountancy Commission

8
The audit profession
must uphold public
confidence in audit
quality. This means
delivering high value
services and providing
good judgement and
scepticism that is so
critical to the success
of an audit. We are
heartened that ISCA’s
new Practical Audit
Workshop programme
will help SMPs to
further raise their
audit competency and
technical capabilities.”
Julia Tay
Deputy Chief Executive
Accounting and Corporate
Regulatory Authority
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1 SME defined as
- Annual turnover not more than $100 million or
employment size not more than 200 employees, and
- Minimum 30% local shareholding.
2 For training hours outside working hours, subject
to employer top-up of balance of 20% of hourly basic
salary, capped at $1.90/hour (for SMEs).
3 Amount computed excludes training hours outside
working hours based on the assumption that staff are
not reimbursed for attending training on Saturdays.
4 For training hours outside working hours, subject
to employer top-up of balance of 20% of hourly basic
salary, capped at $1.10/hour (non-SMEs).
5 Amount computed excludes training hours outside
working hours based on the assumption that staff are
not reimbursed for attending training on Saturdays.
6 For training hours outside working hours, subject to
employer top-up of balance of 5% of hourly basic salary.
7 Amount computed excludes training hours outside
working hours based on the assumption that staff are
not reimbursed for attending training on Saturdays.
8 Applicable for participants who are Singaporeans,
aged 35 years old and above and earning $1,900 or
less monthly.

Registration is opened for PAW
– AWP 1 for the first two quarters
of 2015, and subsequently for the
remaining two quarters. ISCA

For more information about PAW and Terms and
Conditions for funding, please visit:
ISCA PAW: http://cpe.isca.org.sg/practical-auditworkshop/
WDA funding : www.wda.gov.sg/content/
wdawebsite/L102-ForEmployers/L223E007EmployerBasedFund.html

Koh Soo Hoon is Manager, Professional
Development, and Chiang Fock Pong is
Deputy Director, Industry Development, ISCA.
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Accounting for Digital Currencies

Digital
Currencies

Accounting for Transactions and Holdings

by

Miao Bin and
Tong Yen Hee

T

he advent of digital currencies,
both as a medium of business
transactions and a store of value,
poses a pressing question for the
accounting profession: How to account
for digital currency transactions and
holdings? Accounting standard-setters
have not issued any official guidance
on this, thus leaving it to accountants
and auditors to exercise judgement
and professionalism when applying
existing accounting standards to
financial statements elements based
on digital currencies.

Digital currency
transactions
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Because of the label “currency”, when
companies exchange digital currencies
for real goods or services, it is intuitive
to apply FRS 21 The Effects of Changes
in Foreign Exchange Rates to account
for such transactions. However this
approach is debatable because it is not
clear whether a digital currency, such
as Bitcoin, can be considered as being
equivalent to a currency. FRS does not
formally define “currency”, though the
term usually refers to money issued by
a government that is generally accepted
as a medium of exchange within an
economy. For example, the Inland
Revenue Authority of Singapore (IRAS)
clarified in early 2014 that Bitcoin and
other digital currencies do not fall within
the definition of “money” or “currency”.

In addition, Bitcoin exchange rates
with major world currencies are highly
volatile. For example, the exchange rate
of Bitcoin to the US dollar climbed from
US$13 at the start of 2013 to a high
of US$1,147, and closed at US$758 at
the end of that year. In fact, Bitcoin’s
daily price changes in 2013 exhibited a
standard deviation of 7.3%. Imagine a
company that does business mainly in
Bitcoin and has to translate its accounts
into US or Singapore dollar for financial
reporting purposes. The net foreign
currency exchange gains or losses for
each reporting period would have
resulted in highly volatile earnings,
making it difficult to ascertain the true
business performance of the company.
If digital currencies are not
considered money, transactions
involving the exchange of digital
currencies for goods or services may be
viewed as barter trades and accounted
for as non-monetary transactions. There
is no specific accounting standard for
non-monetary transactions, although
one could refer to FRS 16 Property, Plant
and Equipment, FRS 18 Revenue, and
FRS 38 Intangible Assets for guidance.
However, as discussed in the following
paragraph, the barter trade approach
may introduce some complications in
determining the transaction amount for
revenue recognition.
For example, in FRS 18, revenue
recognised for non-monetary
transactions is measured at the fair value
of the goods or services received (fair
value in FRS 18 is based on FRS 113 Fair
Value Measurement). However, if the fair
value of the goods or services received
cannot be measured reliably, then
revenue is measured at the fair value of
the goods or services given up (FRS 18,
paragraph 12). If a company accepts
Bitcoin as payment for its goods or
services in time periods when Bitcoin’s
value is relatively stable, the transaction
can be measured at the market value
of the Bitcoin received. However, in
time periods when the price quotations
vary substantially, possibly because of
a significant decrease in the volume of
activity in the Bitcoin market, the quoted
March 2015
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s
Accounting should
support, rather than
dictate, business decisions.
If more companies decide
to adopt the use of
digital currencies for the
benefits that they offer,
the ambiguities of and
lack of clear guidance on
the accounting must not
become obstacles for these
companies to do so.
prices may not necessarily represent
Bitcoin’s fair value (FRS 113, paragraph
B37). In this scenario, the fair value of the
goods or services given up may provide
a more reliable measurement for the
revenue recognised.

Digital currency holdings
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(d) A contract that will or may be
settled in the entity’s own equity
instruments and is
a. a non-derivative for which the
entity is or may be obliged to
receive a variable number of the
entity’s own equity instruments,
or
b. a derivative that will or may
be settled other than by the
exchange of a fixed amount of
cash or another financial asset
for a fixed number of the entity’s
own equity instruments.

According to this definition, it is
apparent that if digital currencies are
not considered cash, then they would
not be considered as financial assets
because they do not fit into any of the
other categories.
If digital currencies are not financial
assets, then financial reporting standards
relevant to non-financial assets have
to be considered. The three potentially
relevant standards are FRS 2 Inventories,
FRS 16 Property, Plant and Equipment,
and FRS 38 Intangible Assets.
However, we would at this point rule
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How should accountants value and
report digital currency holdings of a
company that arise from its business
transactions? The current mixed model
of measurement in financial reporting
standards means that assets and
liabilities can be carried at historical
costs, modified historical costs, or at
fair value. As a result, the valuation and
reporting of a digital currency holding
will largely depend on its classification in
the statement of financial position.
We first discuss the feasibility of
digital currencies being classified as
financial assets. In FRS 32 Financial
Instruments – Presentation, a financial
asset is defined as:
(a) Cash;
(b) An equity instrument of another
entity;
(c) A contractual right
a. to receive cash or another
financial asset from another
entity, or
b. to exchange financial assets or
financial liabilities with another
entity under conditions that are
potentially favourable to the
entity;

out FRS 16 because digital currencies are
not assets held for use in the production
or supply of goods and services, for
rental to others, or for administrative
purposes. Moreover, digital currencies do
not possess physical substance, a major
characteristic of fixed assets, as they are
just strings of computer code.
By comparison, intangible assets
seems to be a more suitable category
for digital currencies, because FRS 38,
paragraph 8, defines an intangible asset
as an identifiable non-monetary asset
without physical substance. FRS 38

allows for both the cost and revaluation
models to be used to measure such
assets. Given the existence of a liquid
market where prices can be easily
verified, it seems that the revaluation
model will apply. Together with their
non-depreciable nature, it is likely that
digital currencies will be reported on
the statement of financial position
approximating their fair value. If this
is the adopted reporting approach, the
volatility in the value of digital currencies
will translate into a volatile statement of
financial position.

In addition to intangible assets,
digital currency holdings may also be
accounted for as inventories for certain
types of companies. For example, for a
company that simply holds the digital
currencies for a shorter term to be used
in barter trades, part of its business
model probably relates to exchange of
dissimilar goods or services (for example,
an apparel company selling clothes in
exchange for digital currencies, and in
turn using digital currencies to exchange
for other goods or services or for cash).
Then the company should probably
March 2015

37

VIEWPOINT

Accounting for Digital Currencies

s
Together with their
non-depreciable
nature, it is likely that
digital currencies will
be reported on the
statement of financial
position approximating
their fair value. If
this is the adopted
reporting approach, the
volatility in the value
of digital currencies
will translate into a
volatile statement of
financial position.
account for its digital currency holdings
as inventories because they are “held for
sale in the ordinary course of business”
(FRS 2, paragraph 6). The valuation
of such short-term holdings of digital
currencies is usually based on the lower
of cost or net realisable value.
Companies involved in the business
of digital currency trading are also likely
to account for digital currencies as
inventories. For such companies, digital
currencies are probably deemed as
commodities and an option is to follow
the approach of commodity tradersbrokers to value their inventories at
fair value less cost to sell. When such
inventories are measured at fair value
less cost to sell, changes in fair value less
cost to sell are recognised in profit or
loss in the period of the change (FRS 2,
paragraph 3b).

The question remains
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However, accounting should
support, rather than dictate, business
decisions. While digital currencies have
received recent bad publicity for price
volatility, technical glitches, cyber fraud
and cyber theft, a growing number of
businesses (for example, Overstock.
com, Zynga, Tomcar, etc.) are starting
to accept digital currency payments. If
more companies decide to adopt the
use of digital currencies for the benefits
that they offer, the ambiguities of and

lack of clear guidance on the accounting
must not become obstacles for these
companies to do so. Accountants should
embrace digital innovation in business
transactions, and start to prepare
themselves with the required knowledge
to properly account for digital currency
transactions and holdings. ISCA
Dr Miao Bin is Director, Research, ISCA;
Dr Tong Yen Hee is Associate Professor
of Accounting, Nanyang Business School,
Nanyang Technological University.
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Our analysis of existing accounting
standards reveals no clear solution
to the problem of how to account
for digital currency transactions and
holdings. In addition, new standards or
guidance to address this issue may not
be available in the near future given that
accounting standard-setting is usually
a lengthy process and does not respond
to innovations in the economy, such as
digital currencies, in a timely manner.

Stand Tall ,
Stand Firm

Accountants must Withstand Pressure from Within

by

Kang Wai Geat and
Ang Soon Lii

N
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ews broke on 12 December 2014
that three former top executives
of Singapore Technologies (ST)
Marine were charged in court for
corruption and falsification of accounts.
Among them is ST Marine’s former
financial controller, a professional
accountant, who was charged with
making fictitious petty cash claims
amounting to over $500,000 when
there were none.

Dealt another blow by this debacle,
it would be easy and convenient for
accountants to be generalised as
being dishonest. But one rotten egg
in a basket should not render all eggs
in the same basket to be equally bad.
Fundamentally, honesty and integrity
are personal values inculcated from
young. Accountants are no different.
In fact, ethics plays an important
part in the accountancy profession
where accountants operate in a highly
complex commercial world that is also
fraught with temptations. In the course
of their profession, accountants are
further trained on ethics standards
that reinforce their values of honesty
and integrity. Accountants are also
professionally bound by a Code of
Ethics to prepare information fairly,
honestly and in accordance with
relevant professional standards so
as to depict clearly the true nature of
business transactions.

Pressure from the top
As much as accountants would like
to do the right thing, in reality, they
may face pressure from others in their
companies to breach ethical principles.
For instance, a Chief Financial Officer
(CFO) may be instructed by her Chief
Executive Officer (CEO) to send lavish
gifts to customers as “loyalty rewards”
for choosing their company over their
competitors, and to record these
items in the books in a “presentable
manner” to avoid arousing suspicion.
However, these transactions were not
remotely legitimate. Another CFO may
be coerced by her CEO to overstate the
soon-to-go-public company’s profits,
to meet quarterly earnings targets
to create the facade of a profitable
investment to investors.
Typically, in the above scenarios,
the CEO would have dropped hints
of a more suitable replacement
should the CFO refuse to carry
March2015
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s
Fundamentally,
honesty and integrity
are personal values
inculcated from young.
Accountants are no
different. In fact, ethics
plays an important
part in the accountancy
profession where
accountants operate
in a highly complex
commercial world
that is also fraught
with temptations.
out the instructions. On the other
hand, a handsome year-end bonus
or accelerated career progression
awaits the CFO if she does as the CEO
demands. As a result, the CFO may find
herself inexorably drawn to the “dark
side”. Worse, she may need to exert
pressure on her team to also breach
ethical principles to get the job done.
These are not isolated incidents.
In fact, they have been part of ongoing
concerns highlighted by accountants
globally. In many of such situations, the
only option available to accountants is
for them to resign from their positions,
to avoid committing an illegal act and
breaking the law.

Grit your teeth,
walk away
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year to meet his CEO’s annual profit
projection of $8 million. Under the
CFO’s instruction, the group financial
controller in turn directed the
company’s staff to falsify tax invoices to
inflate its revenue. Incidentally, the CFO
was promoted to deputy CEO earlier
that year. The long arm of the law soon
caught up with the trio. The CFO was
jailed for a year and fined $100,000

while the financial controller was
sentenced to 10 months’ jail. The CEO
was sentenced to one year in jail and
fined $280,000 for his role.
In another case, the CFO had,
together with his CEO, overstated his
company’s post-tax profits by several
hundred thousand dollars to make
it more attractive to investors in the
company’s upcoming initial public
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While it may seem harsh to suggest
that walking away from pressure
situations is the only option open
to accountants, it could very well be
the best option. The consequences of
staying put could be much more severe,
especially if the accountant ends up
becoming an accomplice to a dishonest
act. The case files in Singapore are
replete with such lessons.
In one such example, the CFO of a
listed company fabricated documents
to inflate the company’s profits by
several million dollars in the financial

offering exercise. They were caught and
found guilty, and the CFO and CEO were
sentenced to seven months and 15
months in jail for their respective roles
in the crime.
Some perpetrators may justify
their actions by stating that they are
not causing any harm to any individual
or the companies they work in. Some
may even think that they are actually

helping their companies win clients
or preventing the downfall of these
organisations. Regardless of how noble
the cause may appear, the fact remains
that these acts are illegal.
Crime does not pay. But morals and
even common sense could be obscured
under the combined onslaught of
pressure from superiors, and the
promise of personal gains. Accountants

are susceptible and often caught in
pressure-cooker situations because of
the role they play in their companies.
They need to be strong in their ethical
principles, or risk being “cooked” by
the pressure. ISCA

Kang Wai Geat is Deputy Head, and Ang
Soon Lii is Manager, Technical Standards
Development & Advisory, ISCA. An edited
version of this article was first published in
The Business Times, 7 January 2015.
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Base Erosion and Profit Shifting

What the
BEPS?!
OECD’s Unwelcome “Global Warming”
on the Tax Front

by

Joanna
Wong

B
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that tax authorities did not seem to be
getting their fair share of tax revenues
as a result of various tax schemes
crafted by seemingly grave-robbing
“big businesses”.
OECD was tasked to look into this,
and a report was published in 1998
which focused on tax havens and
harmful preferential tax regimes. Fast
forward a decade. The new BEPS plan
was hatched following an ill-informed
media frenzy on the back of the
global financial crisis, which accused
multinational corporations (MNCs)
of not paying taxes proportionate to
the revenues they earned in various
OECD countries.
In this context, it was explained
that revenues bear no direct
correlation with profit, and that a
company’s tax footprint is much bigger
than the contribution it makes through

corporate taxes on profit. A company’s
total tax contribution will invariably
include many other taxes. In a global
survey by PwC UK, it was found that tax
on profits only accounted for 15% of a
typical big company’s tax contribution
to the revenue coffers.

Objectives of BEPS
Action Plan

The objectives of the Action Plan
on BEPS were thus put in context.
The plan comprises 15 action plans
which can broadly be categorised into
three areas with the digital economy
overarching the various action points
in the plan. They are:
+ Coherence

The plan aims to minimise instances of
double non-taxation where companies
do not pay taxes anywhere.
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EPS is a four-letter word that is
sending many into a tailspin of
fear and confusion. But is it the
intended outcome of the Base Erosion
and Profit Shifting (BEPS) initiative
that people should be worrying about,
or the unintended collateral damage
that may be caused by the hurried
implementation of an over-ambitious
and naive attempt at saving the
planet, or at least the revenue coffers
of the fiscally-stretched Organisation
for Economic Co-operation and
Development (OECD) signatory nations?
To explore the meaning behind this
seemingly simple and well-intentioned
acronym, the Singapore Institute of
Accredited Tax Professionals organised
a BEPS technical session. Entitled
“What the BEPS!?”, the session provided
an overview and the fundamentals of
this global development.
The session was facilitated by
Accredited Tax Advisor (Income Tax)
David Sandison, Managing Director,
David Sandison & Co, who explained
how the BEPS project evolved, where
it is today and what it means for global
business in general, and the Singapore
economy in particular.
The participants were taken on a
journey that started two decades ago
in 1996, when the heads of the Group
of Seven (G7) countries noted the trend

Accredited Tax Advisor (Income Tax)
David Sandison, Managing Director, David
Sandison & Co, provided insights on BEPS.
+ Preventing

+ Substance

The plan also addresses the need to
prove substance when claiming to be
the beneficial owner of income.
+ Transparency

Part of the plan also entails a common
transfer pricing approach covering
documentation, methodologies and
disclosure rules.

OECD reports

So far, various reports have been
produced by OECD which cover the
following key areas:
+ Digital

Economy

One thing that is clear and duly
recognised by OECD was that the
digital economy pervades many
aspects of BEPS. Tax challenges
posed by the digital economy will

be addressed in various action points
in the BEPS Plan.
+ Hybrid

mismatches

A hybrid mismatch arrangement is
one that offers a different tax outcome
in the affected jurisdictions. A typical
example would be a payment which is
tax deductible in the paying country
but is also not taxed in the hands of the
recipient. OECD’s aim is to neutralise
the benefit.
+ Countering

harmful tax practices

OECD has embarked on an update
of the 1998 report and finalised a
review of the member countries’
preferential regimes. There is
intent to extend the participation
in countering harmful tax practices
to non-OECD countries towards the
third quarter of 2015.

treaty abuse

OECD is intending to develop
model treaty provisions and
recommendations regarding the
design of domestic rules to prevent
the granting of treaty benefits in
inappropriate circumstances. Tax
treaties are not intended to generate
double non-taxation.
One of the recommendations is to
adopt the United States’ model with
regard to Limitation of Benefits (LoB).
This is a main area of contention, as US’
LoB is seen as outstandingly onerous
and restrictive.
+ Transfer

pricing aspects
of intangibles

One of OECD’s intentions is to develop
a clear definition of intangibles. Being
simple about it, isn’t anything you own
that you can make money out of but
cannot kick, an intangible asset? The
approach taken by OECD appears to
be heading in the direction of overintellectualised paralysis by analysis.
One reasonable conclusion by
OECD was that parties which have
contributed to the development,
enhancement, maintenance, protection
and exploitation of intellectual
property ought to be appropriately
remunerated. They soon got back to
form though, by concluding that hardto-value intangibles were, well, hard
to value.
March 2015
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The digital
economy is
potholed with
a variety of tax
challenges –
both direct
and indirect.

+ Transfer pricing documentation
and country-by-country reporting
(CbCR)

Probably the most talked-about area,
the CbCR is a three-tiered approach
comprising a master file prepared
by headquarters, a CbC report and a
local file. This approach will provide
tax authorities with a total picture
of an MNC’s operations, where its
profits are and whether the allocation
is justifiable. This puts a lot of
information in places where there
is scope for potential abuse. While
OECD’s intention is to use this as a “risk
assessment” tool, it remains to be seen
if this is so. Implementation issues
such as timing, confidentiality and
consistency will need to be addressed.
+ Multilateral

Instruments

OECD is considering the feasibility
of using a multilateral instrument to
implement BEPS measures and modify
bilateral tax treaties. However, tax
differs in every country. Challenges
abound if a multilateral instrument
is used as a basis to modify bilateral
tax treaties. Herding cats will likely be
more rewarding!

Overall impact of BEPS
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Singapore, though, should have
little to worry about. It has amended
Exchange of Information articles in its
treaties and in April 2013, the Global
Forum on Transparency and Exchange
of Information for Tax Purposes
affirmed through a peer review process

that Singapore’s EOI regime was in line
with the EOI Standard. Other helpful
factors are:
■
Tax evasion is now a predicate
offence for money laundering;
■
Internal Revenue Authority of
Singapore makes residency difficult
without commercial rationale;
■
Tax incentives demand real
substance;
■
It has transfer pricing laws that
follow OECD’s own;
■
Its basic corporate rate is only 3%
below that of the UK – so it is hardly
a tax haven.
While the weather is good in
Singapore, it looks like it is going to
get a lot hotter out there. It would be a
wise move to get a good tax consultant
– and some sunblock. ISCA

Joanna Wong is Assistant Director, SIATP.
This article is based on SIATP’s Tax
Excellence Decoded session facilitated by
Accredited Tax Advisor (Income Tax) David
Sandison, Managing Director, David Sandison
& Co. For more tax insights, please visit
www.siatp.org.sg.
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It is the transfer pricing of intangibles
and CbCR requirements that will
potentially have the most immediate
impact on global business. The first
seems to follow some logic; the second
may present an unintended outcome –
misuse by the authorities who get hold
of the information.
The action plan is ambitious and
set to a very tight timetable. While the

aim may seem to have some merit, it is
sadly misguided in a number of ways:
1 It is based on a somewhat idealistic
view of the global environment
where the interests of different
countries with different needs and
cultures are aligned;
2 It assumes that all countries must
form themselves in the image of
OECD countries;
3 It is undoubtedly educating tax
jurisdictions in the ways of the
world and allowing them to become
much more savvy – and thus
potentially, more aggressive. This
conflicts with the first assumption
above;
4 It introduces little we haven’t been
discussing for years.
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FINANCIAL REPORTING

IASB Publishes Proposed Amendments
to IAS 7 for Public Comments
As part of IASB’s Disclosure Initiative, the objectives of the
proposed amendments in IAS 7 Statement of Cash Flows are
to improve:
(a) Information provided to users of financial statements
about an entity’s financing activities, excluding equity items,
and
(b) Disclosures that help users of financial statements to
understand the liquidity of an entity.
Comments are due by 17 April 2015.
For more information, please visit
www.ifrs.org/Alerts/Publication/Pages/IASB-makesprogress-on-improving-the-effectiveness-of-disclosure-infinancial-reporting-December-2014.aspx
AUDITING AND ASSURANCE

IAASB Issues Final Standards to
Improve Auditor’s Report
IAASB has released its new and revised Auditor
Reporting standards, designed to significantly enhance
the communicative value of the auditor’s report in the
public interest. The most notable enhancement is the new
requirement for auditors of listed entities to communicate
“Key Audit Matters”. Steps have also been taken to increase
the auditor’s focus on going concern matters and to add more
transparency about the auditor’s work. The new and revised
standards will be effective for audits of financial statements for
periods ending on or after 15 December 2016.
For more information, please visit
www.ifac.org/news-events/2015-01/iaasb-issues-finalstandards-improve-auditors-report
ETHICS

Ethics Board Proposes Strengthened
Guidance for Professional
Accountants in Business
IESBA has released for public comment the ED Proposed
Changes to Part C of the Code Addressing Presentation
of Information and Pressure to Breach the Fundamental
Principles. Comments are due by 15 April 2015.
For more information, please visit
www.ifac.org/news-events/2014-11/ethics-board-proposesstrengthened-guidance-professional-accountants-business
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Requirement to Establish AML and
CFT Systems by 1 May 2015
By 1 May 2015, professional accountants are expected to have
implemented proper controls and procedures for anti-money
laundering (AML) and countering the financing of terrorism
(CFT). These requirements are contained in Sections 3, 4 and 5
of the Ethics Pronouncement (EP) 200 issued by ISCA last
October. More resources would be rolled out to support the
profession in their implementation. Also watch out for the
ISCA Ethics Seminar on 20 April 2015 to get practical advice in
implementing customer due diligence measures.
For more information, please visit
http://isca.org.sg/ethics/anti-money-laundering-andcountering-the-financing-of-terrorism/
REGULATORY

Financial Reporting Practice Guidance
No. 1 of 2015
The Practice Guide highlights significant areas of concern
gathered from the first round of review of the FY 2014 financial
statements under the ACRA Financial Reporting Surveillance
Programme. The guidance also includes possible questions
that directors could raise as they read, understand and ask
questions during their review of the financial statements.
For more information, please visit
www.acra.gov.sg/components/templates/newsDetails.
aspx?id=dfe51c53-bb04-4673-b8fc-f4eab964936b

ACRA-SGX-SID Audit Committee
Seminar on Governance in
Corporate Reporting

Over 150 audit committee members from listed companies
attended the seminar on January 7. As audit committees
oversee both the company management and auditors, they
play a crucial role in ensuring the integrity and quality of
financial reporting. The inaugural seminar focused on the
latest developments in the corporate regulatory landscape and
the challenges that lie ahead for 2015.
For more information, please visit
https://www.acra.gov.sg/AC_Seminar_2015.aspx

Technical Excellence
Offshoring

Process
Re-engineering
Offshoring as a Strategy (Part 2 of 2)

by

Lim Ai Leen, Fann Kor and Sheryl Hon

T

Dollars and cents

As expected, the findings reveal
cost saving opportunity largely as a

1 Please refer to http://isca.org.sg/tkc/aa/qa/projects/
process-re-engineering-part-2/ for details of the full
case study.
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o stay relevant, practitioners have
to continuously review and adopt
innovative strategies to improve
service levels and audit quality. In the
first of this two-part series published
in IS Chartered Accountant, January
2015, we shared that offshoring
could be one such strategy. We also
explained the benefits and challenges
of offshoring, and debunked some of
the myths surrounding it.
Part 2 will analyse the findings of
a case study1 to identify the potential
determinants of an offshoring
decision, and the scope of work to
be offshored. For this purpose, the
case we studied is assumed to be a
straightforward $5-million revenue
trading company, with low risk and
little complexity. The findings we
derived from our case study were
based on our engagement with three
SMP practitioners with back offices in
the Philippines, Vietnam and Malaysia.
The following are some of the more
pertinent findings.

s
Firms can typically
expect to reap the
benefits of offshoring
after the third year,
but with the support
of a local partner,
this investment period
may be shortened.
result of wage differentials and lower
operating costs, especially in terms of
much lower rental costs. Offshoring
to Vietnam provides the highest cost
saving opportunity whereas offshoring
to our closest neighbour, Malaysia,
appears to present the least advantage.
This could be mainly due to the
similarity in business cost structure
between Malaysia and Singapore. For
example, the average salary cost of an
experienced audit assistant in Malaysia
is comparable to one in Singapore, in
the respective local currencies, and
likewise for other business costs. Cost
savings are derived mainly from the
exchange difference between Malaysia
Ringgit and Singapore Dollars. The
study also seems to suggest that the
most common service to be offshored
is accounting – a view that is consistent
across all three jurisdictions under
study. This is hardly surprising given
the nature of accounting work, where
a high proportion of the work is
repetitive, mundane, less complex and
judgemental as compared to audit.

Realigning the hours

Given that more supervision will
be required to manage the offshore
team, we expect an increase in the
partner’s and manager’s hours as well
as the total number of hours of the
engagement as a whole. However,
we expect a reduction in the total
number of hours of the home team
as the local staff is now freed from
performing the lower value-adding
and non-critical tasks. The findings
support our expectations.
March 2015
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s
Offshoring is not about
firms axing jobs locally
and moving work to
offshore offices. Rather,
it relieves the talent
shortage faced by SMPs.
A strategic offshore
arrangement can
help an SMP grow
by enabling it to tap
on talent pools from
other countries and
at the same time
develop the core
competencies
of its local talents in a
shorter period of time
by focusing on high
value-adding work.
Mr Subramanian shared that significant
hours are expected in the initial years,
but the hours will gradually decrease
with continuing investment in the
training and coaching of the offshore
teams, and also with the setting of the
right expectations.

All for strategic reasons

Our engagement with practitioners
revealed that offshoring arrangements
can be customised to the business
models adopted by the respective
individual firms. Auditer PAC’s
Mr Lim, for example, has a very lean
team in Singapore comprising a few
experienced professionals. Precise
and specific instructions are given
to the offshore team in Vietnam
to minimise uncertainties in the
performance of offshored procedures.
He himself wears two hats – he is
the engagement partner and office
manager in Singapore, working very
closely with his offshore team. His
staff is motivated by his “open-door”
policy and flatter reporting hierarchy,
which in turn helps him to attract and

retain staff. Mr Subramanian, on the
other hand, has a headcount ratio of
approximately 2:1 between the local
and offshore teams. His offshore team
has been in operation for a number of
years now, and it provides invaluable
support to his local team.

Initial stages
of offshoring

There is no doubt that the whole
process of getting an offshore office
up and running can be a lengthy
and costly one. The process would
include the recruitment of offshore
staff, setting up a set of protocols
for communication, training, and
establishment of infrastructure
and processes.
A practitioner with an offshore
team in Vietnam shared that having a
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In particular, our study shows a
reduction of time incurred by local
staff by 44% when part of the audit
work is offshored to Malaysia; the
corresponding figures for Vietnam
and the Philippines are 42% and
37% respectively. The percentages
do not differ very much across these
three countries. This implies that the
successful establishment of an offshore
team in any one of these countries
would enhance the bandwidth of the
Singapore team to focus their attention
on high risk or complex areas,
and areas that require significant
professional judgement. This would
not only enhance audit quality but also
improve staff retention arising from
greater learning opportunities from
performing higher value-adding work.
The findings also reveal that total
audit engagement hours increase
by 16% for offshoring involving the
Philippines team, 7% for Vietnam and
3% for Malaysia, based on the same
procedures and activities offshored.
This seems to suggest that Malaysians
are working at a pace very close to
their Singapore counterparts, followed
by the Vietnamese and Filipinos.
This could partly be due to the many
similarities shared by Malaysia and
Singapore in terms of working culture
and language.
According to Henry Lim, a partner at
Auditer PAC, who has an offshore team
in Vietnam, as the offshore team builds
up its experience, and with adequate
training, it can work at the same pace
as the Singapore team. He shared that
this is in fact the case for some of his
experienced offshore team members.
At least one other practitioner who
has an offshore team in Vietnam also
shared the same sentiment.
In the early days when Elango
Subramanian, a director at Raffles PAC,
first formed his back office in the
Philippines, it took almost double the
time for the staff there to perform
the same task that is performed by
a local staff. Three years down the
road, they are now working at a pace
close to that of his Singapore team.

Sub-standard work?
— may not be true
There are some naysayers who are
sceptical that an offshore team can
deliver good quality work.
The fact is, once the offshore team
stabilises, it can perform as well as
the home team. This is as long as the
offshore team’s deliverables are clearly
defined and the tasks assigned to them
are within their capability. According
to Tan Kwang Zhen, currently a
partner at Linkz Assurance PAC, who
previously had extensive working
experience with an offshore team, the
quality of the worksheets produced by
the offshore team is as good as, if not
better than, those of his local team.
This is useful information for
practitioners like Chew Whye Lee,
Managing Partner, Chew Whye Lee
& Co, who is open to exploring the
strategy of offshoring but is concerned
that quality may be compromised.

Broadening talent pool,
retaining talent

local partner with relevant contacts
and good knowledge of the culture
and regulatory requirements may
expedite the set-up of the offshore
office. This local partner can then
help to run the offshore office. Firms
can typically expect to reap the
benefits of offshoring after the third
year, but with the support of a local
partner, this investment period may
be shortened.
Adoption of technological tools
such as a high-speed scanner, or
an integrated phone and video
conferencing system, will certainly
help to close the communication gap
between the local and offshore teams.
Offshoring is surrounded by a
number of myths but the practitioners
we spoke to helped to debunk some
of them.

More time for clients
Good client service is a means to
a long and successful business
relationship. As competition in the
accounting industry intensifies, it is
more important than ever for firms to
strengthen their business strategies.
One way to do this is to enhance client
service through the personal touch.
Although some practitioners
associate offshoring with the lack of
personal touch with clients, based
on Mr Subramanian’s experience, the
reverse is actually true. “By freeing
up my managers’ time, they now have
more time to focus on client servicing,”
he said. As mundane and non-critical
tasks are offshored, the local team now
has more time to touch base with their
clients, and to attend to their clients’
requests more promptly.

Offshoring is not about firms axing
jobs locally and moving work to
offshore offices. Rather, it relieves
the talent shortage faced by SMPs. A
strategic offshore arrangement can
help an SMP grow by enabling it to tap
on talent pools from other countries
and at the same time develop the core
competencies of its local talents in
a shorter period of time by focusing
on high value-adding work. When a
firm grows, it creates employment
opportunities locally and the virtuous
cycle continues.

In summary, today’s decision to
offshore is driven by strategic reasons
other than costs. Practitioners should
assess the offshoring options available
and determine one that will best meet
the needs of their overall business
strategy. ISCA
Lim Ai Leen is Executive Director, Technical
Knowledge Centre & Quality Assurance;
Fann Kor is Assistant Director, Quality
Assurance, and Sheryl Hon is Manager,
Quality Assurance, ISCA.
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What to
Consider for
this Financial
Year-end
Top 5 Issues

by

Reinhard Klemmer and
Chan Yen San

F

1) Declining oil prices
may cause impairment
and liquidity issues

Oil prices have declined substantially
over the past months. Companies
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IS Chartered Accountant

Photo Shutterstock

inancial statements are coming
under increased scrutiny with
the advent of the Accounting and
Corporate Regulatory Authority’s
Financial Reporting Surveillance
Programme (FRSP). It should
therefore come as no surprise that
more emphasis is being placed on
the quality of financial reporting.
Regulators, investors and the wider
public are also becoming more
particular about the appropriateness
of accounting practices and
sufficiency of the disclosures in the
financial statements. As we approach
the annual reporting season, we
highlight the top five issues you
should consider this year-end.

s
In this financial year,
numerous new or revised
accounting standards
become effective for
the first time. The most
significant change that is
expected to affect many
companies is the adoption
of the new consolidation
suite of standards
(FRS 110, 111 and 112).
that have engaged in speculative
investments in oil and gas
infrastructure, such as rigs and
support vessels, and companies
supporting the industry, may be
exposed to cash flow problems.

Are there going concern and
liquidity risks?
Companies that are negatively
affected by falling oil prices may face
impairment issues when declining
cash flow projections result in lower
valuations. They may also face

liquidity issues as financing from
banks and financial institutions may
be restricted.
Heightened liquidity risks mean
that greater attention must be paid
to key assumptions used to derive
cash flow forecasts for going concern
or asset valuation assessments. In
some cases, companies will need to
consider whether there are material
uncertainties that would cast
significant doubts on a company’s
ability to continue carrying on a
business as a going concern. Such
companies will also need to adequately
disclose their liquidity risks and the
sources of funding and uncertainties
that are reasonably likely to result in a
material change to the liquidity status.

2) Development
properties may need to
be written down due to
declining property prices
The property cooling measures in
Singapore appear to have taken their
toll on the Singapore property market.
The property price indices for 3Q2014,
published by the Urban Redevelopment
Authority, show at least three quarters
of consecutive decline (Figure 1).

Figure 1 Property Price Index
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Is the level of provisioning
adequate?
Given the prevailing market sentiment
and the signals reflected in the
declining property price indices,
property developers with significant
unsold inventories in Singapore
should carefully assess the extent
of provisions required to reflect
current expectations. A provision is
required if the cost is higher than the
estimated selling price less costs to
complete and sell. Some questions to
consider include:
+ Are market activities expected to
decline further as a result of the
cooling measures?
+ What is the most recent selling
market price of the property or
other similar properties within the
same locality?
+ If the demand in the property
market declines substantially,
can the developer secure
adequate financing?
The assessment is generally
carried out on a unit-by-unit basis
and not for the development project
as a whole as units are marketed
individually. However, property
developers can group units together
for the purpose of the assessment, if
the outcome does not differ materially
if a unit-by-unit basis approach of
determining the amount of provision
is adopted.
As the cooling measures may be
targeted at specific types of properties
(commercial versus residential)
or specific market segments
(public housing versus executive
condominium), the financial impact
will ultimately depend on the specific
circumstances of the company.
Based on our experience, the
estimation of future selling prices
is extremely subjective and highly
judgemental. Unless the property is
sold after year-end, there is often a
wide range of reasonably possible
outcomes. Given the significance of
the matter, adequate disclosures over
the estimates and how they have
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been derived need to be ensured.
Management will have to make a
reasonable judgement on the extent of
provision required after considering
all the facts and circumstances.

3) More than half
of Singapore-listed
companies are trading
below book value. Are
their assets over-valued?
A very simple indicator for potential
impairment is the comparison of net
asset value per share with the share
price. Recent global economic indicators
suggest that there continue to be an
increased risk of impairment of goodwill
and other non-financial assets.
The relevant accounting standard,
FRS 36, requires that non-financial
assets such as machinery, patents
and goodwill should not be carried in
the balance sheet at more than their
recoverable amount. Recoverable
amount is the higher of the cash flows
receivable from (a) selling the asset or
(b) earning net profits through the use
of the asset (known as “value in use”).
The following are key areas that
should be considered when performing
an impairment assessment:
+ Assumptions and judgements in
respect of expected future cash
flows should be realistic and take
proper account of the current
economic conditions and outlook
and/or higher levels of uncertainty;
+ Companies whose market value
has fallen below their book value
need to perform an impairment
assessment;
+ Key assumptions used and
sensitivities to reasonably possible
changes in those assumptions
should be disclosed. These
disclosures should not be too high
level and aggregated. Sufficient
details should be provided;
+ Events and circumstances that
led to the recognition/reversal
of each material impairment
loss and the basis for determining
the recoverable amounts should
be disclosed.

The value placed on the
shares of businesses by the
“market” is below the most
recent carrying value of
equity. Are the non-financial
assets (machinery, patents
and goodwill) impaired?
Where the market value of a company
has fallen below its book value, such
situations are typically considered
to represent an indication of
impairment under the accounting
standard, and therefore requires an
impairment assessment.
An analysis of the price-to-book
ratios of publicly-traded companies in
Singapore shows that more than half of
the companies trade at price-to-book
(P/B) ratios below one (Figure 2).
This implies that the value placed on
the shares of such businesses by the
“market” is below the most recent
carrying value of equity (or net assets)
in their financial statements.

Figure 2
Percentage of listed companies
with P/B ratios more that 1
and less than 1*

P/B > 1

47%

P/B < 1

53%

* Based on share prices as at 23 October 2014
and the more recent book value per share data
available for each company prior to that date.

finalising the 2014 financial statements:
(a) Avoid internal inconsistencies

with other disclosures.

(b) Consolidated cash flow
statements should not solely be
derived from consolidated balance

sheet and profit or loss accounts,
when significant foreign operations’
functional currencies are not the
group’s presentation currency because
unrealised foreign exchange changes
are not cash flows.

The above data emphasises the
need for companies to pay attention
to impairment of non-financial assets
and to take particular care in assessing
the reasonableness of the estimates of
recoverable amounts in impairment
testing. The involvement of an expert
such as a valuation specialist may often
provide greater assurance about the
recoverable amount estimated, and at
the same time, enhances the process
used by management to develop their
judgements.

4) Changing accounting
standards: Don’t forget
the disclosures

In this financial year, numerous new or
revised accounting standards become
effective for the first time. The most
significant change that is expected to
affect many companies is the adoption
of the new consolidation suite of
standards (FRS 110, 111 and 112).
The new consolidation suite
requires companies to reassess
their consolidation conclusion. It
also provides new guidance on the
accounting for joint arrangements
and adds new disclosures on
interests in subsidiaries, associates,
joint arrangements and interests in
unconsolidated structured entities.
If the adoption of the new
consolidation suite and other new or

1 Please refer to the full article published in Financial
Reporting Matters, December 2014, by KPMG in Singapore
for detailed explanatory notes on this section.

revised standards result in material
effects to the financial statements,
adequate disclosures (for example,
material effects of changes on
respective financial statement line
items) should be made to explain the
financial effects. Companies should
also ensure that adequate time is
allocated to prepare the additional
disclosures set out in FRS 112.
At the same time, the Accounting
Standards Council has also issued
numerous new or revised accounting
standards (for example, FRS 115 and
FRS 109) that are not yet effective
for the 31 December 2014 financial
statements. Companies are encouraged
to consider the implications arising
from these impending accounting
standards and make the necessary
disclosures on the impact of adoption
of these new standards in their 2014
financial statements. Any known or
reasonably estimable information
relevant to assessing the possible
impact on the company’s financial
statements in the period of initial
application should be disclosed so
as to inform stakeholders about the
upcoming changes.

5) Common financial
statements presentation
and disclosures mistakes
to avoid1
Last but not least, whether you are
a preparer or a reviewer, remember
to look out for the following when

(c) Financial guarantee contracts
issued (for example, intra-group
financial guarantees provided to banks)
that are accounted for under FRS 39
should be included in the maturity
(liquidity risk) analysis table at the
maximum amount of the guarantee.

(d) Disclose amounts of
unremitted earnings from foreign
operations for which deferred tax
liabilities have not been provided for in
the financial statements.

(e) Accounting policies and notes
need to reflect actual practices

in order to better communicate
information to financial statement users.
Boilerplate disclosures should be avoided.
(f) Significant judgements

on accounting treatments
with material effects need to
be disclosed.

(g) Only significant estimation
uncertainties (for example, goodwill
impairment, going concern) with
material effects in the next financial
year need to be disclosed.

(h) Key management personnel
compensation should always be
disclosed regardless of quantum. ISCA

Reinhard Klemmer is Partner, Professional
Practice, and Chan Yen San is Senior Manager,
Professional Practice, KPMG in Singapore.
The full article was first published in Financial
Reporting Matters, December 2014, by KPMG
in Singapore. Reproduced with permission.
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DON’S CO LU M N

Splitting Specified
Foreign-sourced
Income between
Tax Exempt and
Taxable Portions

An Optimal Solution (Part 3 of 3)

by

Khoo Teng Aun AND
Clement Tan Kai Guan

T
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Illustration
Company A, a Singapore tax resident
company, derives a local trade
income of $3 million and receives in
Singapore the following elected gross
incomes2 under the PS:
Foreign interest income of
$10,000 (FTP @ 8%);
Foreign royalty income of $2
million (FTP @ 5%);
It also derives and receives
in Singapore a gross foreign
dividend income of $5 million
which qualifies for tax exemption
under the FSIE regime and also for
the foreign tax credit under the
PS. The foreign dividend income
suffered a foreign tax rate of 30%.

Table 1 shows the tax computation
under two scenarios where the
entire amount of the foreign dividend
income is:
Scenario 1: Tax exempt under the
FSIE regime;
Scenario 2: Taxable.
Foreign tax credit is claimed in
respect of the interest income and
royalty income under the PS.
1 Specified foreign income refers to foreign dividend
income, foreign branch profit and foreign service
income.
2 Elected income means any item of foreign income for
which a resident person qualifies to claim the foreign tax
credit under the PS.
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his is the final piece of a
three-part series. In Article 2,
published in IS Chartered
Accountant , February 2015, we had
concluded that if a specified foreign
income1 qualifies for tax exemption
under the foreign-sourced income tax
exemption (FSIE) regime, and also
for the foreign tax credit under the
pooling system (PS), generally, tax
exemption under the FSIE regime is
more tax beneficial unless:
1) Prior to the inclusion of the
specified foreign income, there
is already an excess of pooled
Singapore tax payable (STP) over
the pooled foreign tax paid (FTP)
in respect of the other foreign
income, and
2) There will be an excess of the
FTP over the STP in respect of the
specified foreign income if it is not
tax exempted.

Under the PS, the excess referred
to in (2) can be offset against the
excess in (1) above. This would
mean a higher amount of pooled
foreign tax credit granted eventually.
However, with the inclusion of the
specified foreign income, the “overall
tax payable before foreign tax credit”
will also increase. Therefore, one
needs to test the “beneficial tax
exemption” condition under the
FSIE regime by determining the
extent of the increase in the “overall
tax payable before foreign tax credit”
versus the extent of the increase
in the pooled foreign tax credit
granted. If the former exceeds the
latter, then tax exemption is more
beneficial. If the latter exceeds the
former, the overall tax payable
can be further reduced by not
claiming the tax exemption under
the FSIE regime.
In Article 2, the amount of
foreign dividend income was treated
as either fully tax exempt or fully
taxable. In this article, we consider
the various possible scenarios
between these two extremes by
determining whether the overall
taxable position can be further
improved if we were to treat only
a portion of the foreign dividend
income as being tax exempt and the
remaining portion as being taxable.
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Table 1 Tax computation for Company A receiving foreign income
Amount of FDI subject to tax

Tax exempt $5 million
$

$

3,000,000

3,000,000

Interest income (FTP @ 8%, that is, $800)

10,000

10,000

Royalty income (FTP @ 5%, that is, $100,000)

2,000,000

2,000,000

FDI ($5 million exempt under the FSIE with
foreign tax rate of 30%)

0

5,000,000

5,010,000

10,010,000

Less: Partial tax exemption

152,500

152,500

Normal chargeable income after Partial
tax exemption

4,857,500

9,857,500

825,775

1,675,775

100,800

-

Local trade income
Foreign income:

Normal chargeable income before Partial
tax exemption

X

Y

Tax payable before FTC (@ 17%)
Less: FTC - lower of pooled FTP ($100,800, that is,
$800 + $100,000) and pooled STP ($331,2993)

Less: FTC - lower of pooled FTP ($1,600,800, that is, $800
+ $100,000 + $1,500,000) and pooled STP ($1,173,5454)

1,173,545
724,975

Net tax payable after FTC

502,230
(724,975)
222,745

Tax savings
230,499

Excess of STP over FTP

NA

Excess of FTP over STP disregarded
#

Singapore effective tax rate (SETR)

Y/X

427,255

16.48253% 16.74101%

FI: Foreign income
FTC: Foreign tax credit

Analysis of Table 1
Electing for tax exemption under the
FSIE regime for the foreign dividend
income may not be beneficial for
Company A as Table 1 indicates that:
a) There is an excess of pooled STP
over the pooled FTP of $230,4995
prior to the inclusion of the
foreign dividend income, and
b) The FTP, at 30%, is greater than
the STP6 on the foreign dividend
income if the foreign dividend
income were to be subject to tax.

Under the PS, the excess of the FTP
over the STP on the foreign dividend
income in (b) could be used to offset
against the excess7 of the pooled STP
over the pooled FTP in (a), but its
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utilisation is restricted to the amount
of the excess in (a). Nevertheless,
it would effectively mean a higher
amount of overall pooled foreign
tax credit granted. However, with
the inclusion of the foreign dividend
income, the overall tax payable before
the foreign tax credit also increases.
The extent of the increase in both
the “overall tax payable before the
foreign tax credit” and the amount of
the “overall pooled foreign tax credit
granted” will depend on the amount
of the foreign dividend income that is
treated as being taxable. In this case,
it is not beneficial for Company A
to claim tax exemption on the entire
amount of the foreign dividend income
under the FSIE regime as opposed to

having the entire amount of the foreign
dividend income subject to tax and then
claiming the foreign tax credit under
the PS. The latter tax treatment can
bring down its tax by $222,745.
Although tax exemption on the
foreign dividend income under the
FSIE regime is not beneficial to
Company A, the question is whether
having the entire amount of the foreign
dividend income being taxable is
optimal for Company A.
Table 2 shows the tax savings
arising from the difference between
the taxes payable for each of the
Combinations B to K (reflecting
different amounts of tax exempt
and taxable portions of the foreign
dividend income), and Combination A
(when the entire amount of the foreign
dividend income is tax exempt).

Analysis of Table 2

By first treating the $1 million portion
of the foreign dividend income as
being taxable under the PS and the
remaining $4 million as being tax
exempt (Combination B), the amount
of tax savings is approximately
$130,000. As this taxable portion
increases (from Combinations B to
D), the corresponding tax savings
also increase. As the taxable portion
increases beyond that in Combination D,
tax savings start to taper off to
$222,745, which is the point when the
entire amount of the foreign dividend
income is treated as being taxable
(Combination K).
Hence, it is not optimal for
Company A to have the entire amount
of the foreign dividend income subject
to tax (Combination K). This is because
there is still an excess of the FTP over
the STP (that is, $427,255) in respect
of the foreign dividend income that is
disregarded (Table 2, column v). The
implication is that an excessive amount
of foreign dividend income has been

3 ($10,000 + $2,000,000) x SETR of 16.48253%
4 ($10,000 + $2,000,000 + 5,000,000) x SETR 16.74101%
5 $331,299 (pooled STP) less $100,800 (pooled FTP)
6 Maximum rate is at the prevailing corporate tax rate of 17%
7 This excess is expected to increase as the Singapore effective
tax rate (used to compute the pooled STP) increases with the
inclusion of the foreign dividend income.

Table 2 Tax savings from tax treatment in Combinations B to K over Combination A
(i)

(ii)

(iii)

(iv)

(v)

(vi)

Combination #

Amount of FDI
exempt under the
FSIE ($)

Amount of FDI
subject to tax ($)

Tax savings ($)

Excess of
pooled FTP over
pooled STP
disregarded ($)

Excess of
pooled STP over
pooled FTP ($)

A

5,000,000

0

NA

NA

B

4,000,000

1,000,000

130,000

0

97,916

C

3,500,000

1,500,000

195,000

0

31,922

D

3,257,743

1,742,257

226,493

0

0

E

3,000,000

2,000,000

226,070

33,930

0

F

2,500,000

2,500,000

225,331

99,669

0

G

2,000,000

3,000,000

224,685

165,315

0

H

1,500,000

3,500,000

224,114

230,886

0

I

1,000,000

4,000,000

223,607

296,393

0

J

500,000

4,500,000

223,153

361,847

0

K

0

5,000,000

222,745

427,255

0

NA

disregarded (Table 2, column v). The implication is that an excessive amount of foreign
subject to
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the taxover
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“the excess of the pooled STP over
An optimal amount of foreign dividend income that should be subject to Singapore
theisFTP
paid on such
amount.
pooled
vi)over
to zero,
tax
the combination
in an
Table
2 that reduces boththe
“the
excessFTP”
of the(column
pooled FTP
the
An
optimal
amount
foreign
which
is Combination
pooled STP”
(column
v) andof“the
excess of the pooled
STP
over the pooledD.
FTP” (column vi)
to
zero, which
is Combination
D. be
dividend
income
that should
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has
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tax savings
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and thewhen
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is reduces
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Figure 1
Tax savings arising from differences between taxes payable for Combinations B to J,
Figure
1 Tax savings
arising from differences between taxes payable
and Combination
A

for Combinations B to J, and Combination A
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Conclusion

Tax exemption under the FSIE regime is granted where it is beneficial to the resident person.
Where a specified foreign income qualifies for tax exemption under the FSIE regime and also

taxable, and the remaining $3,257,743
portion is treated as being tax exempt
under the FSIE regime.

Conclusion

Tax exemption under the FSIE regime
is granted where it is beneficial to the
resident person. Where a specified
foreign income qualifies for tax
exemption under the FSIE regime
and also for the foreign tax credit
under the PS, tax exemption on the
entire amount of specified foreign
income under the FSIE regime may
not always be necessarily beneficial.
In most situations, it may be more tax
beneficial to treat a certain portion of
the specified foreign-sourced income
as tax exempt under the FSIE regime,
and the remaining portion as taxable
under PS. The optimal combination
will be the one where both “the excess
of the pooled FTP over the pooled
STP” and “the excess of the pooled
STP over the pooled FTP” are reduced
to zero. ISCA

Khoo Teng Aun is Associate Professor of
Accounting, Singapore Management University,
and Clement Tan Kai Guan is Associate
Professor of Accounting, Nanyang Business
School, Nanyang Technological University.
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First Look
EXCLUSIVE
PRIVILEGES FOR
ISCA MEMBERS
Get 20% off these and other
titles till 30 April 2015. Please
quote VBJ90 in the promo
code field when you order at
www.wiley.com, call customer
service hotline at 6302-9800
or email csd_ord@wiley.com.
For more titles, please visit
http://members.isca.org.sg/
MemberPrivilege.asp.

Lean Auditing:
Driving Added Value
and Efficiency in
Internal Audit

Stand to win the book of
your choice! Simply email
your answers to the quiz
questions to comms@isca.
org.sg by 6 April 2015*.
Please provide your full
name, NRIC number, mailing
address, contact number and
the book you’re interested in.

James C. Paterson
ISBN13: 978-1-118-89688-4
S$68.43 including GST

QUIZ

This is a practical guide to maximising
the value and efficiency of internal
audit through the application of lean
techniques. Highlighting the principles
and best practices which mark successful
Internal Audit departments, the book
provides details on what progressive,
value-adding audit is, and how audit
activities can be streamlined or better
coordinated with other activities.

The Accredited
Counter Fraud
Specialist Handbook

Wiley 2015:
Interpretation
and Application
of International
Financial Reporting
Standards

A True
B Maybe
C False

2

As fraud is a continuing threat to
organisations, more companies are
hiring counter fraud specialists. The
Accredited Counter Fraud Specialist
(ACFS) is the only professional
qualification that is recognised in
the fraud arena, and is a mandatory
requirement for fraud investigators.
This book provides a step-by-step guide
to fraud investigation, and covers all
the mandatory core subjects contained
within the ACFS course.

Written by an international team of
experts in global accounting standards,
the book provides detailed information
on the latest changes to the IFRS.
With comprehensive coverage of IFRIC
interpretations and the tools needed
for IFRS compliance, it is a good
reference guide with its clear, concise
explanations, delineated by topic for
easy navigation, and practical advice
for implementing IFRS in real life.

1

In “Stand Tall, Stand Firm”,
it is alright for a company
to send lavish gifts to its
customers as “loyalty rewards” for
choosing it over the competitors,
as long as the accountant records
these items in the books in a
“presentable manner”.

In “WDA Funding for
Practical Audit Workshop”,
Singaporeans or Singapore
Permanent Residents who are
signed up by organisations can
enjoy up to 90% funding for
the course fee of PAW – AWP 1,
depending on the relevant criteria.

Martin Tunley, Andrew
Whittaker, Jim Gee and
Mark Button
ISBN13: 978-1-118-79880-5
S$102.67 including GST

PKF International Ltd
ISBN13: 978-1-118-88955-8
S$198.97 including GST

Congratulations
February quiz
winners:

3

Prizes Up
for Grabs

A True
B Maybe
C False

3

In “What the BEPS!?”, the
objectives of the Action
Plan on BEPS can broadly
be categorised into three
areas, with the digital economy
overarching the various action
points. They are:
a Transparency
b Cost
c Coherence
d Substance
A a, b and c only

Tan Chee Kheng
Sxxxx488-H

Bay Rui Xia Celestial
Sxxxx009-E

Lee Choon Cheat
Sxxxx555-G

Answers for the February quiz: (1) A, (2) A, (3) C

B a, c and d only
C b, c and d only

*Due to the coverage of the Singapore Budget 2015, this March issue was delayed. As such, the closing date for the Quiz has been extended to 6 April 2015, and
winners will be announced in the May issue.
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ISCA Annual Report Goes “e”
To reduce our carbon footprint and support environmentally sustainable
practices, the print copy of the ISCA 2014/2015 Annual Report will no
longer be distributed to ISCA members. Instead, members can enjoy easy
access to a new, mobile friendly online report from 2 April 2015 at
http://isca.org.sg/the-institute/annual-report/
For those who prefer a print copy, we have set aside a limited quantity
for self-collection at the ISCA House. Please call 6749 8060 or email us at
ar2014@isca.org.sg from 2 April to reserve a copy while stocks last.

