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SICC Budget Wish List 2026 
 

Singapore’s Overall Tax Regime 
 

Taxation Affecting Businesses 

(A)    Making Singapore’s Taxation Regime More Business Friendly 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Stagger corporate tax-filing 
deadlines based on financial year-
end of companies. 
 
 

Currently, all companies are required to file 
their corporate tax returns by the statutory 
deadline of 30 November, regardless of their 
financial year-end. This often creates certain 
administrative burdens and stresses for 
companies as they often struggle with the 
collation of data many months after the 
financial year-end, especially with staff 
turnover and changes of systems. 
 

We propose the corporate tax-filing 
deadline be staggered based on the 
financial year-end of companies. This can 
reduce the risk often associated with the 
loss of knowledge or data due to staff 
turnover and changes of systems, thereby 
enhancing the accuracy of tax filing and 
improving tax governance. 

2 Provide enhanced tax deductions 
of 150% for overseas R&D 
expenditure. 
 
 

Currently only local R&D expenditure is 
eligible for enhanced tax deductions.  
Due to geographical and expertise 
limitations, companies may have to conduct 
some design activities, experimentations 
and testing overseas. 
 

We recommend providing 150% 
deductions for overseas R&D expenditure 
either to a cap of $200K per Year of 
Assessment (YA) or no more than 50% of 
the local R&D expenditure. 
 

3 Amend Section 10L of the 
Singapore Income Tax Act 1947 
(ITA) to include a carve-out for 
internal reorganisation. 
 
 

Currently, Section 10L of the ITA imposes 
tax on gains from the disposal of foreign 
assets received in Singapore by an entity of 
a relevant group, to the extent that the gains 
are capital in nature (not taxable) or 
exempted from Singapore income tax under 
other sections of the ITA, unless specific 
carved-out provisions apply.  
  

We propose amending Section 10L of the 
ITA to include a carve-out for internal 
restructuring. This amendment would 
support business efficiency, promote 
economic growth and reduce 
administrative burdens. 
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Notably, there are currently no specific 
carve-out provisions for the transfer of 
foreign assets arising from an internal group 
restructuring exercise. Internal group 
restructuring is often undertaken to improve 
operational efficiency, reduce costs and 
enhance competitiveness. By providing a 
carve-out under Section 10L for internal 
group restructuring, businesses can 
reorganize their structures without incurring 
additional tax liabilities, thereby promoting a 
more efficient and competitive business 
environment in Singapore. Businesses that 
can restructure efficiently are better 
positioned to expand their operations, create 
jobs and contribute to the overall economic 
development of Singapore. Additionally, a 
carve-out for internal restructuring would 
simplify the tax compliance process for 
businesses and reduce the administrative 
burden on both taxpayers and the IRAS. 
This would allow the IRAS to allocate 
resources more effectively and focus on 
other areas of tax administration. 
 

4 Enhance carry back relief. 
 
 

A loss carry-back relief regime acts as an 
automatic economic stabilizer for 
businesses by increasing cash flows for 
previously profitable businesses during 
economic downturns or periods   
of business shock. 
 
According to CNA article "Singapore sees 
surge in business liquidations; figure hits 5-
year high in first half of 2025" dated 31 July 

An enhanced loss carry-back regime would 
also encourage businesses to take on 
riskier investments by providing more  
certainty that future losses carry a 
monetary value.  
 
There are various ways to enhance the 
regime, such as permanently: 
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2025, the experts indicated that “[c]ash flow 
problems are a key reason why companies 
go bust… even if they have assets on 
paper.” 
 

a) enhancing the cap for loss carry-back 
relief from the current S$100,000 to 
S$500,000; and 

b) increasing the number of Year of 
Assessments (YAs), in which qualifying 
deductions are allowed to be carried 
back, to five immediate preceding YAs. 

 

5 Exemption conditions for disposal 
of shares in property-holding 
companies. 
 
 
 

For purposes of Section 13W of the 
Singapore Income Tax Act 1947 (ITA), we 
note that the exemption for gains or profits 
from the disposal of shares in a company 
principally holding immovable properties [as 
specified in subsection 8(ba)] is subject to a 
condition where the divesting company must 
demonstrate that no property development 
has been undertaken by the investee 
company for at least 60 consecutive months 
before the disposal of shares. This condition 
applies even when the immovable property 
developed is intended for use in the 
company’s own trade or business. This 
condition appears to be overly restrictive in 
cases where the property is used directly 
within the business as an operational asset 
rather than being held for trading or resale. 
 

This condition potentially limits legitimate 
business activities and adds complexity to 
disposal transactions for companies whose 
primary objective involves the operational 
use of developed property. 
 
It is therefore suggested that a review of 
this condition be considered to ensure it 
remains relevant to current business and 
compliance needs. 

6 Providing certainty of capital vs 
income treatment for financial 
instruments. 
 
 
 

The classification of financial transactions as 
capital or income remains uncertain, 
depending on whether there is an intention 
to hold long-term or trade, assessed through 
badges of trade and case law. 
 
Section 10J mandates notification to IRAS 
when assets change from capital to trading 

Propose that the Ministry of Finance (MOF) 
establish a 24-month minimum holding 
period as a clear and definitive bright-line 
rule for financial instruments to qualify for 
capital treatment. 
 
This measure would provide greater 
certainty and simplicity in the classification 
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stock or vice versa, highlighting the need for 
legal clarity. 
 
Additionally, Section 10L provides specific 
tax treatment for certain transactions, further 
emphasizing the importance of clear 
guidelines. 
 
Section 13W offers a 24-month holding 
period for at least 20% shareholdings to be 
tax-exempt, enhancing certainty for 
investors. 
 

process, reducing ambiguity and 
enhancing compliance. 

7 Abolish the statutory limit for 
donations carried forward.  
 
 

Currently, there is a statutory time limit for 
carrying forward unutilized donations to 
offset against a company's taxable income. 
This restriction may incentivize companies to 
time their donations strategically, as they 
may forgo potential tax benefits if they do not 
anticipate generating profits in the near 
future. 
 
Moreover, if the companies have significant 
amount of unutilized trade losses / capital 
allowance which is more than its adjusted 
profits, it may not be able to utilize the 
donation at all. 
 

Propose to abolish the statutory limit for 
unutilized donations carried forward to 
encourage charitable giving. 

8 Medical expenses incurred for 
employees are tax-deductible and 
capped at 1% of the total 
employee remuneration accrued 
for the year.  
 

For corporates  operating in Singapore, it is 
important to provide  quality healthcare 
benefits for their employees. This is in line 
with the broader goals of promoting a 
productive, healthy workforce in Singapore. 
 

We propose that the current cap on tax-
deductible medical expenses be increased 
to 5% of total employee remuneration, and 
a higher %, if the company implements 
specific portable medical benefit 
arrangements. In addition, the cap could be 
further increased if the employer offers 
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This cap increases to 2%, if the 
company implements specific 
portable medical benefit 
arrangements. 
 

 

 

 

 

 

Due to the aging population in Singapore, 
the demand for healthcare has increased, 
resulting in higher cost of medical services 
and medical insurance premiums in 
Singapore. 
 
The current cap of medical expenses 
coupled with rising medical costs 
disproportionately and negatively penalizes 
employers who generously invest in the 
health and well-being of their employees. 
Medical expenses incurred for employees 
are tax-deductible and capped at 1% of the 
total employee remuneration accrued for the 
year.  
 

preventive healthcare benefits, such as 
health screening, preventive vaccination, 
etc. 
 
This adjustment would provide companies 
with greater flexibility to invest in the health 
and well-being of employees without 
financially penalizing employers for doing 
so. Encouraging preventive healthcare also 
reduces long-term healthcare costs for both 
employers and the public healthcare 
system. 
 
 
 

(B)    Addressing BEPS 2.0 / QRTC (Qualified Refundable Tax Credit) Implementation Issues & their reporting requirements 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Multinational Enterprise Top-up 
Tax (“MTT”) and Domestic Top-up 
Tax (“DTT”) post-filing 
adjustments. 
 
 

Whereas sections 60 and 63 of the 
Multinational Enterprise (Minimum Tax) 
(“MMT”) Act 2024 allow entities to claim 
repayment or apply to the Comptroller for 
relief if excess MTT or DTT has been paid, 
Section 40 of the MMT Regulations 2024 
provides that prior year increases in covered 
taxes are treated as an adjustment to the 
current year’s covered taxes, which may 
imply that no repayment or refund will be 
allowed for post-filing adjustments. 

IRAS to provide more clarity and on the 
circumstances under which Sections 60 
and 63 of the MMT Act would apply. In 
addition, where post-filing adjustments are 
currently not in scope of Sections 60 and 63 
repayments, to allow entities the right to 
elect for post-filing adjustments to be 
included in prior year’s covered taxes 
where its inclusion would give rise to a 
claim for repayment or relief under sections 
60 and 63. 
 

2 To introduce RIC (Refundable 
Investment Credit) for Financial 
Treasury Centre (FTC) 
companies/ To include treasury 

With the introduction of the global minimum 
tax, FTC companies may be required to pay 
top up taxes despite enjoying concessionary 
tax rate under the incentive. To introduce 

To introduce RIC for FTC companies to 
ensure the FTC incentive remains attractive 
to investors and minimize the impact on the 
effective tax rate for Pillar 2 purposes. 
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activities as a qualifying activity for 
RIC purposes. 
 

RIC for FTC companies to ensure the FTC 
incentive remains attractive to investors. 
 

3 Converting the research and 
development (R&D) tax regime 
into a Refundable Tax Credit. 
 
 

To align with practices in jurisdictions like the 
UK, Ireland, Australia, and the US, we 
recommend transforming the R&D tax 
regime into a refundable tax credit. 
 

This shift would provide companies, 
especially those impacted by Pillar Two, 
with flexibility and support beyond the 
current super deduction model, enhancing 
the regime’s effectiveness alongside the 
Refundable Investment Credit (RIC). 
 

(C)    Digital transformation tax support for investments in cybersecurity and digital resilience tools (e.g. training) 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Increasing adoption of AI for 
companies to remain relevant / 
competitive.  
 
 
 
 
 

AI is becoming more prevalent, which means 
that companies will need to adopt AI in some 
form or another to remain relevant / 
competitive. 
 
While there is already some financial support 
available, some tax initiatives can also be 
considered to boost the adoption of AI. 
 

Consider providing enhanced tax 
deductions on qualifying AI-related 
initiatives to attract talent and other global 
AI enterprises. 
 
Expanding of R&D incentives / deductions 
to support organic innovation. 

(D)    Further investment support (e.g. grant / QRTC) for workforce transformation (upskilling, internship stipends, 
inclusive employment) 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Empowering Individuals for AI-
Driven Transformation: Upskilling 
and Inclusive Support. 
 
 

To complement ongoing support for 
businesses, it is imperative that individuals 
are equally empowered to thrive in an AI-
enabled economy. The Budget should 
prioritize accessible, inclusive, and future-
ready upskilling initiatives that equip 
Singaporeans and Singapore’s workforce 

a) Enhanced SkillsFuture Credit Top-
Ups 
Introduce targeted top-ups for AI-
related courses only (i.e. special credit 
solely for AI-related courses), ensuring 
affordability and encouraging 
participation in high-demand tech 
domains. 
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with practical AI competencies and digital 
fluency. 

b) Expansion of Micro-Credentials and 
Modular Learning 
Partner with Institutes of Higher 
Learning (IHLs), industry leaders, and 
global platforms to offer stackable 
micro-credentials and bite-sized 
modular courses in AI, data analytics, 
and automation to promote AI literacy 
for PMETs, mid-career switchers, and 
non-tech professionals. 

 
c) Workplace AI Integration Training 

and incentives for Employer 
Participation 
Continue to provide grants, subsidies, 
and enhanced tax deductions to 
companies that actively invest in 
employee upskilling, especially in AI 
and digital transformation domains. 
Support companies in 
implementing on-the-job AI training, 
enabling employees to apply AI tools 
meaningfully in their roles, drive 
productivity gains and to foster a 
cohesive and competitive workforce. 

 
d) Co-investment grant or tax incentive 

for AI Smart Business 
Accelerate digitalisation and AI Smart 
Business by providing a matching grant 
or tax incentive to accelerate AI 
deployment in real-world settings for 
companies. Matching-grant should be 
provided on AI-based solutions adopted 
by companies in their business settings. 
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General Tax Regimes  

(E)    GST 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Expand the Enterprise Innovation 
Scheme (“EIS”) to cover IRAS' 
initiatives such as GST 
InvoiceNow. 
 
 

Currently, the EIS provides enhanced tax 
deductions or cash payouts to businesses 
for qualifying R&D, innovation and 
capability-development activities. 
We recommend the EIS be expanded to 
cover GST InvoiceNow so that businesses 
would be able to claim enhanced tax 
deductions or cash payouts on qualifying 
expenditures related to the implementation 
and use of GST InvoiceNow solutions. 
 

Currently, various grants such as the 
InvoiceNow Transaction Bonus, LEAD 
Connect and Transact Grant for businesses 
are available to help businesses defray the 
cost of adopting and utilising InvoiceNow. 
However, we believe that additional support 
would be highly beneficial as this would 
further drive digitalization efforts and 
encourage greater participation from 
taxpayers. 
 

(F)    Personal Income Tax 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Standardised deductions for 
remote work. 
 
 

Flexible work arrangements are now  
common in Singapore’s workforce, yet  
the current tax regulations require  
individuals to itemise and substantiate  
work-from-home expenses, which can be  
cumbersome.  
 

Introducing standardised work-from-home 
(WFH) deductions, such as a fixed 
percentage of gross employment income 
capped at a specific monthly amount, or a 
nominal fixed amount per day worked from 
home, would simplify the process. This  
approach aligns with IRAS’s precedent of 
offering simplified deduction methods, such 
as the Fixed Expense Deduction  
Ratio (FEDR) for self-employed individuals  
and would streamline tax filing for 
employees while reducing record-keeping  
burdens. Standardised WFH deductions  
would help Singapore’s tax policies remain 
responsive to the modern working 
landscape, easing administrative 
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demands on both taxpayers and IRAS. 
 

2 Amount of earned income relief. 
 
 

The SGD 1,000 earned income relief for 
individuals below age 55, who often have the 
responsibility of supporting young families, 
may be insufficient to offset current cost 
pressures amid rising inflation. These 
taxpayers would benefit from additional relief 
measures from IRAS to better manage their 
financial burdens and maintain their 
standard of living. 
 

Propose to increase the relief threshold for 
the age group below 55 to SGD 3,000. 
 

3 Taxation of gains from employee 
share plans. 
 
 

Most jurisdictions follow the guidance of the 
Organisation for Economic Co-operation and 
Development (OECD) with respect to rules 
on sourcing of share-based rewards in 
cross-border situations, i.e. share-based 
remuneration should be sourced based on 
the number of days an individual spent 
working in each jurisdiction during a 
particular vesting period. 
 
However, Singapore does not follow the 
global norm in this respect. Singapore tax 
legislation currently defines the source of an 
employee’s rights to shares or to acquire 
shares based on whether the right is granted 
in respect of an employment exercised in 
Singapore. Shares granted to an individual 
whilst working in Singapore which may vest 
after she / he has ceased employment in 
Singapore or transferred to an overseas 
entity will be considered fully taxable in 
Singapore, either under sections 10(6) or 
10(7) of the Income Tax Act. 

We suggest considering aligning 
Singapore’s basis of taxation of share-
based remuneration of employees with 
that of the OECD’s recommended 
approach, in order to avoid double taxation 
of such income, while at the same time 
dispensing with the deemed exercise 
provisions, and allowing for trailing share 
award reporting. 
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This may cause liquidity issues and may also 
create double taxation issues for the 
employees and may make Singapore a less 
attractive destination for highly mobile global 
talent to work in Singapore. 
 

(G)    Withholding Tax 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Remove requirement to 
withhold tax on gross payment 
for services billed centrally by 
non-resident company but work 
performed by local entities or 
services performed by a 
Singapore sub-contractor of 
the non-resident company. 
 
 
 

This would help to alleviate the 
administrative burden of withholding tax 
filing and subsequent filing by the non-
resident entity to claim a tax refund.  

 

Since the local entities / SG subcontractor 
would already be paying tax on their share 
of the income (i.e. equivalent to the service 
fee attributable to the work done in 
Singapore), we suggest removing the 
requirement for the Singapore payer to file 
withholding tax on the said portion of the 
service fees. This would also remove the 
need for the non-resident to subsequently 
file the tax return and certified accounts for 
any tax withheld in excess of the tax on the 
net income to be refunded.  
 

(H)    Green / Sustainability Tax Issues 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Energy transition initiatives. 
 

Companies are under increasing pressure to 
decarbonize their operations. 
Such energy transition initiatives involve 
significant upfront investments, e.g. 
feasibility / market studies, purchase of new 
plant and equipment, installation costs, run 
and maintain costs, etc. 
In a period of rising costs / high inflation, 
such outlays can be overwhelming for 

To support businesses in their 
decarbonization efforts, energy transition 
related projects should be accorded some 
form of tax incentive or enhanced 
allowance / deduction to help defray a 
portion of the costs. 
The relief mechanism would need to be 
carefully considered to provide certainty to 
companies which are undertaking sizeable 
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businesses.  Companies which fail to 
decarbonize early are then caught in a 
“vicious cycle” where they are required to 
pay increasing amounts of carbon taxes. 
Additionally, such initiatives may be 
undertaken voluntarily by companies and 
may not always be profit driven or result in a 
source of income. 
This results in uncertainty over the tax 
deductibility of such expenses, as the IRAS 
may disallow them on the basis that they are 
not incurred in the production of income. 
 

upfront investments / payments and to 
ensure that benefits are not eroded with the 
potential introduction of a global minimum 
effective tax rate. 
 
Separately, the carbon tax transitionary 
framework that is being developed should 
be robust, to ensure that companies are not 
caught in a “vicious cycle” of increasing 
carbon taxes and insufficient resources to 
decarbonize. 
 
Finally, to offer certainty on tax deductibility 
of expenses incurred in relation to desirable 
green / sustainability / energy transition 
related initiatives, or perhaps even 
enhanced tax deductions (or grants, in light 
of BEPS Pillar 2), regardless of whether the 
initiative results in the production of income. 
Example of expenses include: 
 
a) purchase of carbon credits for offsets, 
b) consultancy fee for decarbonization 

related matters, and 
c) registration fee/certification fee paid to 

Gold Standard, Verra, NEA, etc. 
 

(I)    Other Taxes (e.g. Stamp Duty and Property Tax) 

No. Tax Issues Comments Proposed Recommendations 

New 

1 Stamp Duty – General Anti-
avoidance Rules (GAAR) rules. 
 
 
 

The 99-1 stamp duty cases have been 
based on IRAS’s application of our stamp 
duty GAAR rules. There has been limited 
guidance on how the GAAR rules will be 
applied to 99-1 cases and there may be 

We suggest that GAAR rules may be better 
able to provide clarity when 99-1 cases are 
deemed to arrangements to avoid stamp 
duty and when they are not. 
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legitimate reasons why a 99-1 structure is to 
be used (e.g. financing, etc).  
 

2 Excise Duty for Tobacco & Liquor. 
 
 

We commend and appreciate the 
Government’s strong actions against illicit 
vaping and drug laced k-pods in Singapore. 
The increased penalties and enforcement in 
Q3 2025 are greatly welcomed. 
 
Excise taxes on Tobacco are often used as 
a policy level for Tobacco Control for 
governments. The Singapore Government 
has categorically shared that excise taxes 
are meant to address public health and not 
tax revenues. 
 
However, we are concerned that significant 
excise hikes will cause price shocks to 
consumers and cause unintended 
consequences. While aimed at improving 
public health, large excise tax increases 
often push consumers to cheaper, illegal 
options such as smuggled tobacco and 
imitation tobacco products like vapes, which 
could complicate public health efforts and 
affect the strong progress that has been 
made by the government in tackling illicit 
vapes. 
 

Singapore’s stricter enforcement since 
September have led to multiple seizures in 
2025. However, to address this challenge 
more effectively in the long run a multi-
pronged policy approach is required. 
 
In addition to enhanced penalties and 
enforcement, a long-term approach on 
excise taxes, focusing on predictable, 
inflation-indexed tax calendar rather than 
sudden, large hikes would be an effective 
tool. This strategy aims to achieve primary 
public health and secondary fiscal revenue 
objectives. It mitigates the growth of illicit 
markets by preventing sudden price 
increases that could push consumers 
toward illegal vapes and cigarettes. 

3 R&D tax deduction (deduction and 
credit). 
 
 
 

Compliance with the R&D rules is 
challenging, with extensive documentation 
required and claims often subject to 
protracted queries from IRAS. To ensure the 
regime remains competitive and accessible, 
there is scope to both reduce compliance 

Refine the R&D regime by simplifying 
qualifying conditions and reducing 
administrative burden, such as adopting a 
sampling approach for projects requiring 
detailed technical write-ups requirements 
rather than requiring one for every single 
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burdens and align with international 
practices. Jurisdictions such as the UK, 
Ireland, Australia, and the US have adopted 
refundable tax credits, which provide more 
predictable and effective support for 
innovation. 

project. Alternatively, limit detailed write-up 
requirements to projects above a 
materiality threshold, defined as the higher 
of S$200,000 in qualifying expenditure or a 
fixed percentage of the company’s annual 
revenue. This would support proportionality 
across businesses of different scales, 
easing compliance for SMEs while 
maintaining robustness for larger firms. At 
the same time, transform the current R&D 
deduction-based system to a refundable 
tax credit. This would provide companies, 
particularly those affected by Pillar Two, 
greater flexibility and cash flow support, 
while enhancing the regime’s effectiveness 
alongside the Refundable Investment 
Credit (RIC). 
 

Repeated Wish List Items / Further Items 

No. Tax Issues Comments Proposed Recommendations 

Repeated Items 

1 Transfer pricing documentation.  
 

 

Currently, transfer pricing documentation 
rules specify that documentation is required 
on transactions if certain thresholds are met.  
While the threshold was considered 
adequately high so as not to be burdensome 
to smaller companies, these thresholds are 
considered to be low for bigger companies. 
This unfortunately creates additional 
burdens for such companies in the event that 
there are variations in the arrangement / 
terms of an existing transaction. This is 
because the variations could result in a 
different risk profile / function / assets used.  

Propose that transactions requiring 
documentation are based on a materiality 
basis (e.g. percentage of sales, etc.) as 
opposed to a fixed number threshold. 
Propose that threshold for the categories of 
transactions be split based for different 
business lines / products, etc.  This would 
help to alleviate compliance burdens for the 
bigger companies.  
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Under existing regulations, this would mean 
that for a certain type of sale, multiple 
benchmarking / reports would have to be 
documented, for the given type of 
transaction, due to the variations. Even 
though the variation in transaction would not 
be material or even in respect to that 
transaction from a commercial perspective.  
 

2 With the implementation of the e-
invoicing rules, it is timely to 
review the scope of the Assisted 
Compliance Assurance Program 
(ACAP) renewal in terms of its 
relevance and the administrative 
burden placed on the taxpayers. 
 
 

With the e-invoicing rules (InvoiceNow), the 
taxable transactions would already be made 
apparent to the IRAS on real-time basis. 
Hence, some of the testing currently 
required under ACAP (e.g. substantive 
testing on standard-rated transactions) may 
no longer be necessary. In addition, there 
would likely be resource constraints faced by 
the batch of taxpayers whose ACAP renewal 
period may overlap with the mandatory e-
invoicing rules (InvoiceNow) implementation 
phase.   

To maintain the efficiency in the program 
and alleviate the unnecessary 
administrative burden on the taxpayers, the 
scope of the ACAP renewal should limit the 
review to the categories of supplies falling 
outside the network of InvoiceNow.  
 
For the batch of taxpayers with the next 
ACAP renewal coinciding with InvoiceNow 
implementation (whether during voluntary 
adoption with effect from 1 May 2025 or 
subsequently due to mandatory 
implementation), special consideration in 
terms of reduced scope and / or extended 
timeline should be given. 
 

3 GST treatment on Carbon 
Emission Credits and related 
financial instruments. 
 
 
 

From 23 Nov 2022, supply of any carbon 
credit is treated as an excluded transaction 
with input GST restrictions.  This aims to 
standardize GST treatment across all supply 
sources of carbon credits. 
 
However, the GST treatment of financial 
instruments involving carbon credits as the 
underlying asset remains unchanged, i.e. 
exempt supply if it falls within the definition 

We recommend that the trading of all 
carbon credits to be regarded as taxable 
supply of services. 
 
We would further recommend the supply of 
carbon credits to be zero-rated, similar to 
the GST treatment on carbon credits in 
New Zealand.  
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of a financial service under the Fourth 
Schedule to the GST Act. 
 
The disparity in GST treatment impacts a 
partial exempt trader when computing the 
GST apportionment ratio since the value of 
the underlying carbon credits will never be 
included in the denominator of both 
formulas. 
 
In view of the growing recognition of climate 
change as a priority, carbon trading has 
gained traction globally, with demand for 
carbon credits growing enormously in recent 
years. 
 
Given the significant developments, HMRC 
have revisited and revised the VAT 
treatment from 1 September 2024 to treat 
the sale of voluntary carbon credits as 
taxable for VAT where the place of supply is 
in the UK. 
 
 

We would request that IRAS seek 
consultation with taxpayers on the nature of 
such businesses.  
 
 

4 Tax relief for fathers. 
 
 

 As the role of fathers in a family nucleus 
changes over the years, they should be 
equally incentivized with a tax relief scheme 
similar to the Working Mother Child Relief. 
 

https://www.gov.uk/hmrc-internal-manuals/vat-supply-and-consideration/vatsc06580
https://www.gov.uk/hmrc-internal-manuals/vat-supply-and-consideration/vatsc06580
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5 Income Tax on Employee Share 
Option (ESOPs). 
 
 

ESOPs are a common way of attracting 
employees and advisors to work for start-
ups.  

Currently, ESOPs are taxed at the point of 
vesting.  However, for employees, the point 
of taxation may be deferred to when a 
restriction on sale is removed. The taxing 
point for non-employees (e.g. advisors) 
occurs at the point of vesting. The deferral 
that applies to employees does not apply. 

This becomes a disincentive for individuals 
to act as advisors to start-ups where there 
typically there is no liquidity for the shares in 
the company until liquidity event. As such, 
advisors have to pay a cash tax at the point 
when the ESOPs vest at the latest valuation 
of the shares while running the risk that 
liquidity event may never occur. 

To incentivize advisors helping start-ups, 
the tax treatment of ESOPs that are 
granted to advisors should be aligned with 
the treatment that is accorded to 
employees (i.e. taxing point occurs at 
vesting or where there is a restriction on 
sale, when the restriction is lifted). 

6 Challenge in filing withholding tax 
return for prepayments for 
maintenance services.  
 

 

The withholding tax return is due and 
payable within 2 months from the date of 
payment of the maintenance fees. However, 
where this is a prepayment for a mixture of 
remote and on-site services, it may not be 
known at the point of payment whether any 
work will indeed to be done in Singapore.  

 

For such scenarios, to allow companies to 
file withholding tax return within 1 month 
from the point when it is certain that work 
will be rendered in Singapore (i.e. payment 
should be subject to withholding taxes).  

 

7 Amortization rules for qualifying 
green / energy transition projects. 
 

 

Currently, there are no specific rules that 
enable companies that invest in green / 
energy transition projects to have favourable 
amortization treatment for their investments. 
 

Some preferential amortization treatments 
for green / energy transition investments 
could include:  

• A shorter writing-down period e.g. 3 
years for faster tax deductions and 
improved cash flow. 
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Under the current amortization rules 
encapsulated in section 19B of Singapore’s 
Income Tax, a taxpayer is allowed to make 
an irrevocable election to claim the writing-
down allowances over a 5-year, 10-year or 
15-year period (on a straight-line basis) 
beginning from the Year of Assessment (YA) 
of the basis period in which the capital 
expenditure is incurred in acquiring the 
intellectual property rights. 

 

• Accelerated write-downs e.g., allowing 
claims for higher percentages of 
allowance in the initial years.  

• Allowing the ability to change the 
writing-down period should business 
circumstances change. 

• Provide enhanced allowances (e.g. 
150% or 200% of the capital 
expenditure) in general or for specific 
IPRs only. 

 

8 Tax treatment for carbon credit. 
 
 

To date, there are only tax certainty on the 
tax treatment of income and expenses 
arising from the trading of carbon credits. 
However, there are almost no clarity on the 
tax treatment of expenses incurred by the 
other key players in the supply chain (e.g. 
the wholesaler, project developer, etc) and 
how the accounting treatments of the 
expenses (e.g. whether intangible asset, 
prepayment) will impact timing of deduction. 
 
IRAS has indicated that deduction for 
companies investing in nature-based 
solutions projects would not be aligned with 
accounting recognition of expenses. 
Extensive tracking of such expenses on a 
project-by-project basis using recommended 
allocation key over tenure of the projects 
(which may be as long as 20 years) is 
administratively burdensome and 
impractical. This overly complex tracking 
mechanism will increase compliance costs 
and is likely to discourage companies from 

To enhance Singapore’s position as a hub 
for carbon credit trading, tax certainty 
should be provided to all key players in the 
supply chain. Expenses incurred should 
also be accorded tax deduction 
notwithstanding accounting treatments. 
Timing of deduction should also be aligned 
with accounting treatment. Would propose 
that IRAS consult with taxpayers on the 
nature of such businesses and issue 
guidance on the various tax treatments of 
carbon credit and similar products / 
attributes from corporate, GST and 
withholding tax perspective.    
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investing on green projects from Singapore, 
hindering Singapore’s sustainability agenda. 
 

9 Inclusion of alternative products / 
commodities arising from energy 
transition initiatives as qualifying 
commodity under the Global 
Trader Programme (GTP). 
 
 

Currently, carbon emission credits have 
been included as a qualifying commodity for 
GTP purposes. 
However, as the energy transition journey 
evolves, more and more new products / 
commodities have been created, and which 
can be traded in the market by GTP 
companies.  These include Renewable 
Energy Certificates (RECs), which is a 
market-based instrument that certifies the 
bearer using one megawatt-hour (MWh) of 
electricity generated from a renewable 
energy resource and Renewable Natural 
Gas or Renewable Thermal Certificates 
(which serves as proof that 
the gas originated from renewable or 
biogenic sources). 
 

The inclusion of the new products / 
commodities arising from energy transition 
initiatives under the GTP programme will 
help to create a vibrant trading environment 
for these products in Singapore, which 
would enable Singapore to consolidate its 
position as a global trading hub and also 
encourage Singapore-based companies to 
work towards Singapore’s Long-Term Low-
Emissions Development Strategy (LEDS).  

10 Relevance of current double 
taxation agreement (“DTA”).  
 
 
   

Singapore’s recent DTAs are largely based 
on the Organisation of Economic Co-
operation and Development Model Tax 
Convention on Income and on Capital 
(“OECD MTC”), with some modifications, 
which is in line with the development of 
Singapore’s economy. However, many 
DTA’s were entered into with treaty partners 
several decades ago and may no longer be 
reflective of the economic and business 
environment that both Singapore and its 
treaty partner operate.  
 

Propose that MOF actively reviews and 
renegotiate longstanding DTAs, especially 
aspects that are no longer relevant to 
current economic and operating 
environment or that are particularly 
unfavourable to Singapore by comparison 
with similar treaties, or which are 
incongruent with the majority of 
Singapore’s DTAs.  
 
For example, the removal of Article 4(3b) 
from the Singapore-Australia DTA to be in 
line with other Singapore treaties,  
or  
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For example, the Singapore-Australia DTA 
was entered into in 1969 and includes 
elements that are more reflective of the 
United Nations Model Tax Convention (“UN 
MTC”), which are not present in the OECD 
MTC, such as the inclusion of Article 4(3b), 
which recognizes “substantial equipment... 
being used in that other State,” as a 
permanent establishment.  
 
Not only are neither Singapore nor Australia 
still developing economies, most of 
Australia’s treaties with other treaty partners 
that include a substantial equipment clause 
only recognize a Permanent Establishment 
(PE) from the ‘operation’ of substantial 
equipment rather than the passive use of 
such equipment to be a PE.  
 

an amendment to the same clause to 
restrict the deeming of a permanent 
establishment to the ‘operation’ of 
substantial equipment rather than the mere 
‘use’ of substantial equipment. 
 
The former proposal will allow Singapore 
resident companies to have better 
alignment and achieve greater consistency 
across their overseas trade and activities 
(same DTA rules across jurisdictions) while 
the latter will at least help to level the 
playing field between Singapore and other 
countries with Australian DTAs.   

11 Corporate Social Responsibilities 
(CSR) activities. 
 
 

Currently, input GST on expenses relating to 
CSR activities are not claimable. There is 
also a need to deem output GST on such 
gifting (more than $200) for CSR purposes. 
Example gifting for goodie bags for groceries 
items. 
 

Propose to allow the input GST claim on 
expenses relating to CSR and remove the 
$200 threshold on gifting for CSR related 
activities. 

12 CIT on Corporate Social 
Responsibilities (CSR) activities. 
 
 

Currently, it is arguable that we can claim tax 
deduction as it is for the production of 
income as it boosts the company's 
reputation / image, etc. 
 

To have clarity that expenses relating to 
CSR activities is tax deductible. 

13 CIT deductions for non-cash 
donations (gifts in kind). 
 

There is no incentive for manufacturers or 
distributors to give away slow-moving or 
obsolete products. 

Donation of goods is currently not 
deductible because such COGS are not 
incurred in the production of income. 
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 This measure would help to collect more 
donations in kind, but it should also avoid 
destruction and waste. 
 

Allowing deductions should contribute to 
Singapore’s aspiration towards carbon 
neutrality. 
 

14 Incentives and grants 
programmes should be simplified 
especially for mid-caps that are 
not subject to GloBE Pillar Two 
rules. 
 
 
 

For mid-cap companies that are not subject 
to GloBE Pillar Two rules, incentives and 
grants remain useful tools to attract foreign 
investments as they offer significant funding 
and tax benefits without being curbed by 
GloBE restrictions.  
 
Existing incentive and grant programmes 
can be complex and confusing due to 
elaborate eligibility criteria and varying 
compliance requirements. If these incentives 
and grants can be simplified, Singapore’s 
incentives and grant programmes can serve 
as important tools to attract foreign 
investments. 

 

Some aspects that can be simplified 
include:  

• Eligible criteria. 

• Application process. 

• Post-approval compliance and 
reporting requirements. 

 
It would also improve Singapore’s 
competitiveness if the amount of time 
required for approval and the disbursement 
of grants can also be reduced. 
 

 


