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Agenda

¢ Introduction
e Singapore’s tax regime is highly conducive for entrepreneurs
e How can innovation help businesses?
e Tax benefits across the innovation cycle

e How does the new R&D regime help you?
e Outsourced R&D
e What is R&D?

e Gaining access to the concessions
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Singapore’s tax regime is highly conducive for

entrepreneurs:

Singapore as the “best place to start and grow businesses”:

e Relatively low corporate tax rate (17% from Year of Assessment 2010)

e Tax exemption for start-ups (first $100,000 of chargeable income
exempt)

e Generous partial tax exemptions (first $300,000 of chargeable income
partially exempt), lowering effective tax rates to less than 10% for
majority of incorporated SMEs

The information contained in this proposal is purely indicative and is in all respects subject to regulatory and internal approvals, and the agreement and signing of a specific engagement letter.
|II.'*\. .'Jﬁ .-)f.l L |

© 2008 KPMG Tax Services Pte Ltd, a Singaporean incorporated company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss cooperative.
All rights reserved. Printed in Singapore.



Singapore’s tax regime is highly conducive for

entrepreneurs:

e Major revamp to R&D tax regime in 2008 to create conducive environment
“for companies to build sustainable competitiveness through innovation”

Significance of these changes:

In response to feedback, Government is moving away from incentives given to
SMEs on case-by-case basis to one that is generally applicable to all
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How can innovation help businesses?

® Innovate to reduce costs of production

® Innovate to provide added value to customers

¢ |nnovate to fulfill unmet customer needs

® |[nnovate to create new customer demands
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Tax benefits across the innovation lifecycle

IP Creation mEm) IP Protection mmmp I[P Exploitation

R&D incentives Deduction for Concessionary tax rates
patenting costs

Deduction for R&D Tax treaties lower /
cost-sharing Accelerated writing exempt withholding tax

arrangements down allowances for IP rates on royalties from
overseas
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How does the new R&D regime help you?

Using the business lifecycle to illustrate:

START-UP Phase ) Growth Phase mmm)  Multinational

2{DJAY 150% deduction
150% deduction Double deduction
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How does the new R&D regime help you?

The following illustrates the benefits:

Total benefits:
$100 R&D Allowance (new) [Equivalent _
to additional 100% deduction] * Up to 250% tax deduction.
Hence for $100,000 of R&D
expenditure, tax savings may
50% further deduction (new) amount to $45,000 ($100,000 x
250% x 18%), or 45% of R&D
expenditure.

$100 100% deduction (existing)
¢ |[f company has no profits, it
may carry back up to $100,000 in

| ffectivel refun

* |llustration assumes all R&D is incremental R&D, and SRR 1:0_ effectively get a refu fj
expenses comprise manpower costs and consumables of the prior year of assessment’s
only taxes
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How does the new R&D regime help you?

Examples :

e For small company with incremental R&D spending of $150,000,
effective tax rate falls from 9% to almost zero

e For medium sized company, effective tax rate falls from about 15%
to 10%.

Source: 2008 Budget Statement
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Outsourced R&D

The new incentives also apply in respect of R&D which is outsourced to an
external R&D organisation, provided the R&D is still carried out in Singapore

J R&D Services Examples:

Co ABC R&D - Research Centres in
Payments for R&D ] Organlsatlon POI_ytec!“_“cs and
Services = $30,000 Universities

o If possible, Co ABC should get the expense breakdown from the R&D organization
¢ Only R&D manpower costs and consumables are eligible expenses
e However, if breakdown cannot be obtained, then IRAS will allow 60% of these expenses
to be eligible for the further 50% deduction and RDA.
¢ |n this case, assuming the project is a qualifying R&D project, expenses are incurred in
financial year ended 31 Dec 2009, no breakdown of the $30,000 is available, and all the
R&D is incremental R&D, the total tax deductions are:

100% tax deduction = $30,000

Further deduction =9$ 9,000 ($30,000 x 60% x 50%)
R&D Allowance = $30,000

Total deductions = $69,000
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What is R&D?

e Innovate to reduce costs of production

e [mprovements to manufacturing processes beyond merely fine-
tuning or calibrating of systems to optimise performance

e Innovate to provide added value to customers

e Create a new light but strong and durable environmentally-friendly
material for mountaineering boots

e Create new process for creating patterns on spectacle frames
e Innovate to fulfill unmet customer needs

e Create an alternative process to develop yogurt on a stick in a
manner that preserves taste and nutrition, yet ensures suitability
for export

e Create fat-free food products
¢ I[Innovate to create new customer demands

e Create a new range of sauces or cuisines, which involves
overcoming technical issues such as ensuring stability of the
product, ensuring adequate shelf life or new packaging techniques

The information contained in this proposal is purely indicative and is in all respects subject to regulatory and internal approvals, and the agreement and signing of a specific engagement letter.
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Access to the concessions

®* No pre-application required, unlike many other incentives offered by
government

¢ \What you need to do:
v “Self-assess” whether the projects qualify as R&D

v'ldentify eligible expenditures related to the qualifying R&D projects
(may need to put in place processes to capture such expenses)

v Prepare R&D claim form

v'If business incurs R&D expenditure of $150,000 or more per annum,
project details required to be submitted to IRAS
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About KPMVMIG’'s R&D Tax Services

e KPMG has established a Global R&D Incentives Services practice to assist
clients to benefit from the available R&D incentives and related benefits.

e The specific services that our experienced R&D incentive specialists in
KPMG have provided to clients include:

e Ascertaining entitlement to R&D incentives;

¢ |dentifying potential R&D expenditure;

e Producing relevant reports to support the R&D claims;

¢ Liaising with relevant authorities; and

e Establishing procedures for ongoing review of R&D expenditure
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Presenting team’s contact details

Harvey Koenig

Senior Manager

KPMG Tax Services Pte Ltd
+65 6213 7383
harveykoenig@kpmg.com.sg

www.kpmg.com.sg

Chiu Wu Hong

Executive Director

KPMG Tax Services Pte Ltd
+65 6213 2569
wchiu@kpmg.com.sg

www.kpmg.com.sg
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THANK YOU
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