Annex A - Temasek Divestments in 2003 and 2004 (to date)

	Company
	Sector
	Initial ownership
	Final ownership

	CPG Corp
	Construction & Maintenance
	100%
	0%

	Intraco
	Trading
	23%
	0%

	SingTel Yellow Pages
	Search Services
	100%
	0%

	OSIM
	Healthcare Products
	5%
	2%

	SingPost
	Postal Services
	100%
	31%

	International Factors
	Financial Solutions
	56%
	16%

	Sunningdale Precision
	Precision Engineering
	27%
	20%

	MobileOne
	Telecom & Media
	35%
	14%

	ECICS Credit Insurance and ECICS Guarantee
	Financial
	88%
	0%

	Cosco Corp
	Ship Repair, Shipping
	8%
	5%

	Autron
	Electronics Manufacturing Equipment 
	9%
	4%

	Hyflux
	Water Treatment
	5%
	3%


Annex B – Tax Exemption of Foreign-sourced Income and Singapore-sourced Investment Income for Individuals
Tax Exemption of Foreign-sourced Income received in Singapore by Resident Individuals

1. All foreign–sourced income received in Singapore by individuals will be exempted from tax, with effect from Year of Assessment (YA) 2005. This exemption would not be applicable if the foreign-sourced income is received through a partnership in Singapore.

Tax Exemption of Singapore-sourced Investment Income Derived by Individuals from Financial Instruments 

2. Singapore-sourced investment income derived by individuals from financial instruments will also be exempted from tax, with effect from YA 2005.  This will ensure that the tax exemption for foreign-sourced income does not bias individuals against investments in Singapore instruments.  It will also simplify and align our tax treatment of different kinds of investment income, and encourage individuals to save and to plan for their retirement.

3. Today, the following receipts are already not subject to tax or are exempted from tax in the hands of individuals:

(i) Payments on life insurance policies (excluding sums realised under any insurance against loss of profits, interest from  insurance benefits that have not been drawn and investment income on investment-linked policies), e.g. whole life insurance and endowment policies;
(ii) Payments on derivatives which are not received as part of the gains or profits from any trade or business; and
(iii) Exempt (one-tier) dividends and normal exempt dividends
.

4. Interest income derived by any individual from 1 January 2003 to 31 December 2004 from standard savings, current and fixed deposit accounts with approved banks and finance companies in Singapore is also partially exempted from tax
.  Interest income derived by individuals on or after 1 January 2005 from all deposits will be fully exempted from tax.

5. As announced in this Budget, the following investment income (i.e. income that is not considered as gains or profits from any trade, business or profession
) from financial instruments derived on or after 1 January 2004 will be exempted from tax:

(i) Interest from debt securities;
(ii) Discount income from debt securities, the tenure of which is one year or less;
(iii) Annuities;
(iv) All payments on life insurance policies, including interest from insurance benefits that have not been drawn and investment income on investment-linked policies (but excluding sums realised or interest from insurance benefits that have not been drawn under any insurance against loss of profits);
(v) Distributions from unit trusts and real estate investment trusts that are authorised under Section 286 of the Securities and Futures Act (excluding distributions out of franked dividends); and
(vi) Borrowing fees, loan rebate fees, price differential and compensatory payments arising from securities lending and repurchase arrangements
.

6. This tax exemption will, however, not apply to income specified under (i) to (vi) if the income is derived by individuals through a partnership in Singapore.
Annex C – Tax Exemption Scheme for New Companies
1. To lower the statutory burden on small companies and to help them get established, the Government introduced the partial exemption feature into our corporate tax system in Budget 2001. This exempts three-quarters of the first $10,000 of normal chargeable income (excluding Singapore dividends received by companies) and half of the next $90,000 of normal chargeable income from corporate tax.

2. To encourage and reward entrepreneurs who start up new companies to pursue their business ideas, a full tax exemption scheme for new companies will be introduced.  Qualifying new companies will now enjoy full tax exemption on the first $100,000 of their normal chargeable income. Similar to the current partial tax exemption scheme, the tax exemption will not apply to Singapore dividends received by the qualifying companies.  This scheme will enable new companies to retain a larger portion of their earnings to be ploughed back into their businesses. 

3. As this scheme is meant to help qualifying new companies, the full tax exemption will apply to any of the first three consecutive Years of Assessment (YA) falling within YA 2005 to YA 2009.  The first YA of a qualifying company is the YA that relates to the basis period in which the company is incorporated. 

4. A new company will qualify for the full tax exemption for a relevant YA under this scheme if it meets all the following conditions:

(i) it is incorporated in Singapore;

(ii) it is a tax resident of Singapore for that YA; 

(iii) it has no more than 20 shareholders throughout the basis period relating to that YA; and 

(iv) all its shareholders are individuals throughout the basis period relating to that YA. 

5. The Government will review the effectiveness of this scheme closer to 2006. This scheme will cost the Government about $11 million per year. 

Annex D - Promoting Financial Services
Processing Services provided to Financial Institutions

1. The challenging macroeconomic and business environment in the last few years has put pressure on financial institutions to cut costs and focus on their core activities.  Financial institutions are consolidating or outsourcing business processes to achieve cost savings, reduce operational risks, increase transparency and improve quality control.  This trend presents an opportunity for Singapore to encourage companies to provide higher value-added processing services supporting financial activities.  
2. In line with the Economic Review Committee’s (ERC) recommendation to promote higher value-added processing services, a concessionary tax rate of 5% will be granted on qualifying income derived by companies (that are approved for this incentive during the period 27 February 2004 to 26 February 2009) from the provision of such services to financial institutions.

3. Details of this new incentive will be released by MAS in May 2004.

Qualifying Debt Securities Scheme

4. To encourage further development of the short-term debt market, which typically involves discount debt instruments, the Qualifying Debt Securities (“QDS”) scheme will be enhanced to cover discount income arising from QDS.  The QDS scheme will be expanded to provide:

(i) Tax exemption on discount income on any QDS, the tenure of which is one year or less, derived by any person:

a. who is not resident in Singapore and who does not have a permanent establishment in Singapore; or

b. who is not a resident in Singapore and carries on any operation in Singapore through a permanent establishment in Singapore, where the funds used by that person to acquire the QDS are not obtained from the operation in Singapore.
(ii) Concessionary tax rate of 10% on discount income derived by companies and bodies of persons in Singapore from QDS, the tenure of which is one year or less.
5. This will apply to QDS issued during the period 27 February 2004 to 31 December 2008.

Wealth Management Incentives

6. In 2002, the Financial Services Working Group of the ERC recommended the development of Singapore as a regional leader in wealth management.
7. The Government has decided to enhance the tax exemption schemes for foreign investors and foreign trusts whose funds are managed by any fund manager or trustee company in Singapore by increasing the scope of exemption to cover the following income:

(i) rental and other income derived from immovable properties outside Singapore and received in Singapore
;

(ii) discount income derived from outside Singapore and received in Singapore; 

(iii) interest from QDS;

(iv) discount income from QDS, the tenure of which is less than one year;

(v) distributions from foreign unit trusts received in Singapore;

(vi) fees and compensatory payments from securities lending and repurchase arrangements with specified financial institutions in Singapore; and

(vii) fees and compensatory payments from securities lending and repurchase arrangements with persons outside Singapore.

8. The above income, as well as gains arising from the disposal of debt securities issued by supranational bodies and income arising from foreign exchange and derivatives transactions, will also be excluded from the statutory income of Designated Unit Trusts (DUTs).
9. The above changes will take effect from 27 February 2004. Details will be announced by MAS soon.
Asset Securitisation

10. The structured finance market has been an important component in MAS’ debt market development strategy since 1998. To provide greater regulatory certainty, MAS issued regulatory guidelines to financial institutions participating in asset-backed securitisation and credit derivative transactions in 2000. As a complement to these measures, a concessionary tax treatment will be conferred on Special Purpose Vehicles (SPVs) engaged in asset securitisation.  This concessionary tax treatment will apply to SPVs set up for asset securitisation on or after the date of Budget announcement.  It will address and mitigate tax disadvantages that an asset securitisation SPV may face as a result of mismatches in timing between the receipt of income and the payment of expenses.  
11. Further details of this concession will be released by IRAS in May 2004.
Commodity Derivatives Trading

12. To encourage commodity derivatives trading in Singapore, an incentive that confers a 5% concessionary tax rate on qualifying income derived from trading in commodity derivatives will be introduced with effect from 27 February 2004. Interested parties can apply to MAS or IE Singapore for this incentive. 

13. Details will be announced by MAS in March 2004.
Secondary Loans Trading

14. Secondary loans trading activity in Asia has increased significantly since the Asian Financial Crisis. This development has provided Singapore with an opportunity to develop into a leading loan hub in Asia. To encourage this activity, secondary loans trading will be included as a qualifying activity under the Financial Sector Incentive Scheme. 

Withholding Tax Exemption on Payments on Over-the-Counter (OTC) Financial Derivatives 
15. With increasing focus on risk management and hedging globally, derivatives have become increasingly important for both corporations and financial institutions. For Singapore to be a major regional treasury centre, it is essential to be a location of choice for these activities.  To encourage more of such activities, payments on OTC financial derivative contracts made by financial institutions to non-residents, excluding permanent establishments in Singapore, will be exempted from tax. This exemption will apply to payments due and payable during the period 27 February 2004 to 19 May 2007. 

16. Details will be announced by MAS soon.
Members of SGX

17. To encourage the development of indigenous financial products as well as to foster SGX trading activities, the current tax incentive scheme for SGX members will be enhanced. The current 5% and 10% concessionary tax rates will be extended to products denominated in Singapore dollars.  This will take effect from 27 February 2004. 

18. In addition, the 5% concessionary tax rate on new products will be extended to any company that is a member of the SGX as long as it qualifies as one of the Top 20 members, as determined by SGX in respect of the total volume of transactions in approved derivative products in the preceding year.  

19. Details will be announced by MAS soon.

Annex E - Current and New Excise Duties for Liquor

	HS Code
	Description
	Current Excise Duties
	New Excise Duties

	21069062
	Alcoholic preparations to be used as raw material, for the manufacture of alcoholic beverages, in other forms 
	$82 per kg
	$90 per kg

	21069065
	Composite concentrates of alcoholic preparations, for the manufacture of alcoholic beverages, in other forms
	$82 per kg
	$90 per kg

	22030090
	Beer and Ale
	$3.10 per litre
	$2.70 per litre

	22041000
	Sparkling Wine
	$10.40 per litre
	$9.50 per litre

	22060020
	Sake (Rice Wine)
	$59 per litre of alcohol
	$70 per litre of alcohol

	22060050
	Shandy of an alcoholic strength by volume exceeding 1% but not exceeding 3%
	$1.30 per litre
	$1.40 per litre

	22089010
	Medicated samsoo of an alcoholic strength by volume not exceeding 40% vol
	$53 per litre of alcohol
	$70 per litre of alcohol

	22089020
	Medicated samsoo of an alcoholic strength by volume exceeding 40% vol
	$53 per litre of alcohol
	$70 per litre of alcohol

	22089030
	Other samsoo of an alcoholic strength by volume not exceeding 40% vol
	$53 per litre of alcohol
	$70 per litre of alcohol

	22089040
	Other samsoo of an alcoholic strength by volume exceeding 40% vol
	$53 per litre of alcohol
	$70 per litre of alcohol

	22089050
	Arrack and pineapple spirit of an alcoholic strength by volume not exceeding 40% vol
	$55 per litre of alcohol
	$70 per litre of alcohol

	22089060
	Arrack and pineapple spirit of an alcoholic strength by volume exceeding 40% vol
	$55 per litre of alcohol
	$70 per litre of alcohol

	33021020
	Odoriferous alcoholic preparations of a kind used for the manufacture of alcoholic beverages, in other forms
	$82 per kg
	$90 per kg


Annex F - Current and New Excise Duties for Tobacco Products
	HS Code
	Product Description
	Current Duty Rate 
	New Duty Rate 

	24011010
	Tobacco leaf, not stemmed/stripped, Virginia type, flue-cured
	$210 per kg
	$250 per kg

	24011020
	Tobacco leaf, not stemmed/stripped, Virginia type, not flue-cured
	$210 per kg
	$250 per kg

	24011030
	Tobacco leaf, not stemmed/stripped, other type, flue-cured
	$210 per kg
	$250 per kg

	24011090
	Tobacco leaf, not stemmed/stripped, other type, not flue-cured
	$210 per kg
	$250 per kg

	24012010
	Tobacco leaf , wholly stemmed/stripped, Virginia type, flue-cured
	$210 per kg
	$250 per kg

	24012020
	Tobacco leaf , wholly stemmed/stripped, Virginia type, not flue-cured
	$210 per kg
	$250 per kg

	24012030
	Tobacco leaf , wholly stemmed/stripped, Oriental type
	$210 per kg
	$250 per kg

	24012040
	Tobacco leaf , wholly stemmed/stripped, Burley type
	$210 per kg
	$250 per kg

	24012050
	Tobacco leaf , wholly stemmed/stripped, other type, flue-cured
	$210 per kg
	$250 per kg

	24012090
	Tobacco leaf , wholly stemmed/stripped, other type, not flue-cured
	$210 per kg
	$250 per kg

	24013010
	Tobacco Stems
	$210 per kg
	$250 per kg

	24013090
	Other Tobacco Refuse
	$210 per kg
	$250 per kg

	24021000
	Cigars, Cheroots
	$255 per kg
	$293 per kg

	24022010
	Beedies
	$115 per kg
	$151 per kg

	24022090
	Cigarettes
	25.5 cents for every gram or part thereof of each stick
	29.3 cents for every gram or part thereof of each stick

	24029010
	Cigars, Cheroots of tobacco substitutes
	$255
	$293

	24029020
	Cigarettes of tobacco substitutes
	25.5 cents for every gram or part thereof of each stick
	29.3 cents for every gram or part thereof of each stick

	24031011
	Pipe/blended tobacco
	$255 per kg
	$293 per kg

	24031019
	Other Pipe/blended tobacco
	$255 per kg
	$293 per kg

	24031021
	Blended tobacco, for cigarettes
	$210 per kg
	$250 per kg

	24031029
	Not blended tobacco, for cigarettes
	$210 per kg
	$250 per kg

	24031090
	Other tobacco cut
	$255 per kg
	$293 per kg

	24039100
	Tobacco Extracts and essences
	$255 per kg
	$293 per kg

	24039930
	Manufactured tobacco substitutes
	$255 per kg
	$293 per kg

	24039940
	Snuff
	$255 per kg
	$293 per kg

	24039950
	Smokeless tobacco
	$115 per kg
	$151 per kg

	24039960
	Ang Hoon
	$115 per kg
	$151 per kg

	24039990
	Other manufactured tobacco
	$255 per kg
	$293 per kg


� Please refer to the IRAS Circular, New One-Tier Corporate Tax System, dated 15 August 2002, for the definitions of exempt (one-tier) dividends and normal exempt dividends.


� Please refer to the IRAS Circular, Tax Exemption of Interest Income Derived by Individuals from Standard Savings, Current and Fixed Deposit Accounts (Revised Edition), dated 29 January 2004.


� Which is subject to tax under Section 10(1)(a) of the Income Tax Act.


� Please also refer to the IRAS Circular, IRAS Guide on Securities Lending and Repurchase (“Repo”) Arrangement dated 23 November 2001.


� Rental and other income derived from immovable properties outside Singapore have already been included in “specified income” for the purpose of the Income Tax (Exemption of Income of Foreign Trusts) Regulations. This change was announced in the MAS circular (FDD Cir 06/2003) dated 5 June 2003.





PAGE  
Annex A - 1

