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SUPPLEMENTARY INSTRUCTIONS
1. Calculations and workings need only be made to the nearest $.
2. All apportionments should be made to the nearest month.
3. All workings should be shown.
4. All computations should indicate by the use of ‘0’ any item of income or expense that is tax exempt, not taxable

or does not require adjustment, as appropriate.

TAX RATES AND ALLOWANCES

The following tax rates and allowances are to be used in answering the questions

Goods and services tax
Standard rate 7%
Registration threshold $1 million

Corporate income tax rate
Year of assessment 2010 17%

Partial tax exemption
First $10,000 of chargeable income is 75% exempt $7,500
Next $290,000 of chargeable income is 50% exempt $145,000

––––––––––
Total $152,500

––––––––––

Full tax exemption for new start-up companies
First $100,000 of chargeable income is 100% exempt $100,000
Next $200,000 of chargeable income is 50% exempt $100,000

––––––––––
Total $200,000

––––––––––

Central Provident Fund (CPF)
Contributions for individuals below the age of 50 years and earning more than $1,500

Employee Employer
Rates of CPF contributions 20% 14·5%

Maximum annual ordinary wages (OW) attracting CPF $54,000
Maximum annual additional wages (AW) attracting CPF $76,500 less OW subject to CPF

2



Personal income tax 
For the year of assessment 2010

Chargeable income Tax rate Tax
$ % $

On the first 20,000 0 0
On the next 10,000 3·5 350

––––––––– –––––––
On the first 30,000 350
On the next 10,000 5·5 550

––––––––– –––––––
On the first 40,000 900
On the next 40,000 8·5 3,400

––––––––– –––––––
On the first 80,000 4,300
On the next 80,000 14·0 11,200

––––––––– –––––––
On the first 160,000 15,500
On the next 160,000 17·0 27,200

––––––––– –––––––
On the first 320,000 42,700
Above 320,000 20·0

Personal income tax reliefs
For the year of assessment 2010

Earned income Normal (max) Handicapped (max)
Below 55 years $1,000 $2,000
55 to 59 years $3,000 $5,000
60 years and above $4,000 $6,000

Wife relief $2,000 (max)

Qualifying child relief (per child) $4,000

Handicapped child relief (per child) $5,500

Working mother’s child relief (WMCR) (% of mother’s earned income)
First child 15%
Second child 20%
Third and subsequent child 25%

Maximum WMCR 100%

Maximum relief per child $50,000

Grandparent caregiver relief $3,000

Life assurance $5,000 (max)

Voluntary CPF contribution of self-employed
Capped at $26,393 or 34·5% of s.10(1)(a)

assessable income whichever is lower

Course fees $3,500 (max)

NSman
Active NSman $3,000
Non-active NSman $1,500
Wife/widow $750

Foreign maid levy $6,360 (max)
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ALL FIVE questions are compulsory and MUST be attempted

1 Everton Pte Ltd (Everton), a Singapore tax resident company was incorporated on 2 April 2000 as a wholly owned
subsidiary of a US corporation. On 1 May 2006, Everton incorporated a wholly owned Singapore subsidiary, Fairfield
Pte Ltd (Fairfield). On 1 July 2008, Everton incorporated its second wholly owned Singapore subsidiary Gleeson Pte
Ltd (Gleeson). The shareholders and their shareholdings in the US corporation have remained the same since Everton
was incorporated.

The Everton group of companies have adopted the calendar year as their financial year. For the financial year ended
31 December 2009, the financial results of each of the companies were as follows:

Everton
Everton, a commodities trader, was assessed for the year of assessment 2009 as having a tax adjusted loss of
$100,000 and capital allowances of $2,000. The group did not elect for group relief in the year of assessment 2009.
For the 2009 financial year, Everton recorded a net profit of $480,000 after accounting for the following items:

– Jobs Credit of $38,000 received in 2009.
– Net trading profits of $27,000 resulting from third country trades where the buyers and the sellers were

corporations in countries outside Singapore and settlement of the trades was through a bank account maintained
with a bank in Hong Kong.

– Everton provided routine support services to its parent company in the US. All direct and indirect expenses
incurred by Everton relating to these support services, amounting to $56,000, were reimbursed by the parent
company.

– Depreciation charge of $2,000.

Fairfield
Fairfield carries on a business of equity trading in Singapore. For the year of assessment 2009, Fairfield was assessed
as having chargeable income of $400,000. For the 2009 financial year, Fairfield recorded a net loss of $890,000
after accounting for the following items:

– Dividends received from US equities amounting to $14,000 after deduction of US withholding tax at the rate of
30%.

– An impairment loss of $200,000 provided in respect of equities it held as inventory at the end of the financial
year.

– An amount of $12,000 written off in respect of a non-trade debt it had failed to recover as the debtor was
bankrupt.

– Bank interest of $13,500 on bank loans taken to fund its working capital.
– In addition to the interest paid to the bank (as above) borrowing costs comprising an upfront fee payment of

$11,000 to secure the loan and a fee of $21,000 to secure a guarantee on the bank loan so as to obtain a more
preferential interest rate on the loan.

– Fairfield made CPF contributions in accordance with statutory rates in respect of a 30-year-old expatriate member
of staff who was paid an annual salary of $210,000 and a bonus of $20,000 in 2009.

Gleeson
Gleeson commenced its manufacturing business on 1 August 2008. For the year of assessment 2009, Gleeson was
assessed as having a chargeable income of $100,000. For the 2009 financial year, Gleeson recorded a net
accounting profit of $390,000 after charging the following expenses:

– Expenses of $3,500 in repairing a motor car damaged in an accident.
– An entrance fee of $14,000 and five months subscription fee of $1,500 to a golf club.
– Renovation expenses amounting to $180,000 on fixed partitions, doors, false ceilings and cornices.
– Stamp duty and legal fees of $20,000 on the acquisition of a piece of land on which it intends to construct a

factory for its manufacturing business.

Gleeson purchased machinery costing $500,000 on hire purchase terms. It made a down payment of $100,000 and
paid two monthly instalments of $40,000 per instalment in the 2009 financial year.
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Required:

For each of the three Singapore group companies, compute the chargeable income for the year of assessment
2010, claiming all available deductions and reliefs and, where applicable, recompute the chargeable income for
the year of assessment 2009. In any case where you conclude that no revision to the 2009 assessment is
necessary this should be clearly stated.

(a) Everton Pte Ltd; (8 marks)

(b) Fairfield Pte Ltd; and (13 marks)

(c) Gleeson Pte Ltd. (9 marks)

(30 marks)
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2 George Teo married Grace Chan in 2000, when they were both 28 years old. Their son, Adam, was born in 2004.
Their residence, owned by George was assessed in 2009 as having an annual value of $230,000 and property tax
of $9,200 was paid. George performed operationally ready national service in 2009.

George is employed as a chief operating officer of a shipbuilding company. For the year ended 31 December 2009,
George was paid $290,000 in ordinary wages and $36,000 in additional wages. He was also reimbursed transport
expenses of $12,000 of which only $7,500 was spent for business purposes.

George is also a sleeping partner of John Consulting LLP. As at 31 December 2008, George’s contributed capital was
$50,000 and his past relevant deduction was $45,000. On 1 July 2009, George made a capital withdrawal of
$10,000. The tax return of John Consulting LLP for the year of assessment 2010 showed that George had been
allocated a divisible profit of $3,000 and capital allowances of $2,000.

George is an independent non-executive director of a foreign company that is listed on the Singapore Stock Exchange.
The foreign company has no place of business in Singapore. On 31 March 2009, the shareholders approved the
payment of directors’ fees and George received $40,000 for attending four board meetings in 2008; two of which
took place in Singapore and the remaining two in Tokyo.

George derived rental income from two properties. From the rental of the first property located in Australia, George
remitted, in 2009, the net rental of $5,600 to Singapore. The second property located in Singapore returned a net
rental of $22,000 after deducting depreciation of $4,000 for the year 2009.

Grace operates a sole-proprietorship business. For the financial year ended 31 December 2009, the 
sole-proprietorship had a net loss of $11,000 after charging the foreign maid’s salary of $5,960, foreign maid levy
of $2,040 and depreciation of $4,000. The tax written down value of fixed assets used in the business as at the end
of the year of assessment 2009 was $4,100 after having claimed capital allowances for the two previous years of
assessment. The foreign maid was hired to look after Adam and the household but was occasionally used to assist in
the operation of the business.

Grace is also a 30% partner of LNA partnership. For the year of assessment 2010, the partnership recorded a tax
adjusted profit of $70,000. Grace received a monthly salary of $2,000 and as in the case of all other employees, the
partnership made CPF contributions on the salary paid to Grace. Grace was also paid interest on capital of $5,000.
None of the other partners were paid a salary and only one other partner was paid interest on capital of $3,000.

In her spare time, Grace helped out at an institution of a public character (IPC). For her efforts, Grace was paid an
allowance of $6,500 in 2009; an amount which she donated back to the IPC.

Required:

For the year of assessment 2010, compute the minimum tax liability of:

(a) George Teo; and (13 marks)

(b) Grace Chan (12 marks)

(25 marks)
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3 (a) State the circumstances under which the value of supply, for goods and services tax purposes (GST), has to
be determined based on the open market value even though it is wholly paid in cash. (3 marks)

(b) State the circumstances under which a registered trader can cancel its GST registration and the procedure
that must be complied with to effect the cancellation. (5 marks)

(c) Digest Book Store Pte Ltd (Digest) is registered for goods and services tax (GST) and files its GST return on a
quarterly basis. For the quarter ended 31 December 2009, Digest entered into the following transactions (all
monetary amounts are stated before GST):

$
1 Sale of books to customers without discounts 200,000
2 Sale of books to customers before a discount of 10% 400,000
3 Books purchased from China and sold to Japan where the books were not 

imported into Singapore 9,000
4 Sale of 1,000 gift vouchers with a face value of $20 for $21 each 21,000
5 Import of books from Malaysia 500,000
6 Purchase of 2,000 book marks from a GST registered trader at $1 each 2,000
7 Books lost through shoplifting 5,000
8 Accident insurance premium under the Work Injury Compensation Act 1,500

Required:

Prepare Digest Book Store Pte Ltd’s GST return for the quarter ended 31 December 2009, showing for each
item listed above, the amount of input tax claimed and the output tax charged. (7 marks)

(15 marks)
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4 (a) State the four conditions that must be satisfied for a trade or business to avoid the computation of a
balancing allowance/balancing charge on the sale of plant and machinery. (4 marks)

(b) On 21 September 2009, Swan Lake Pte Ltd (SLP) a Singapore incorporated company listed on the Singapore
stock exchange, granted an employee 3,000 treasury shares with a three-month vesting period and a further two
months during which the treasury shares cannot be sold. SLP purchased the 3,000 treasury shares on 
31 August 2008 for a total consideration of $9,000 and incurred incidental acquisition expenses of $300. On
the date the treasury shares were granted to the employee, the SLP shares were traded at $2·70 per share. At
the time the shares were vested, the SLP shares were traded at $3·00 per share and when the selling restriction
was lifted, the SLP shares were traded at $3·50 per share.

Required:

(i) State the date when the expenses on the purchase of the treasury shares are considered to have been
incurred for tax deduction purposes and the amount claimable by Swan Lake Pte Ltd; (2 marks)

(ii) State the date when the employee would be liable to Singapore income tax on the amount of benefit
derived from the grant of the treasury shares and the amount chargeable. (2 marks)

(c) Brown Scent Pte Ltd (BSPL) was incorporated as a Singapore company on 1 July 2008 and prepared its first set
of financial statements for the period ended 31 March 2009. On 3 April 2010, BSPL was issued with the notice
of assessment for the year of assessment 2010 showing a tax liability which was in excess of the amount of tax
BSPL expected to pay.

Required:

(i) State the date by which Brown Scent Pte Ltd must give notice of its chargeability to tax, if it has not
received a tax return for the year of assessment 2010; (1 mark)

(ii) State what constitutes a valid notice of objection if Brown Scent Pte Ltd is to dispute the assessment
raised by the Comptroller; (3 marks)

(iii) State what redress is available to Brown Scent Pte Ltd if an error or mistake is found in an assessment
raised by the Comptroller that is beyond the objection period. (3 marks)

(15 marks)
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5 (a) On 20 September 2009, Sandstone Pte Ltd (Sandstone), a Singapore tax resident company, entered into a
contract for services with Kelvin Ortega, a US citizen. Under the contract, Kelvin was to provide engineering
consultancy services in Singapore for a period of 72 days and be paid a fee of $72,000. In addition, the cost of
his hotel accommodation for the entire period, amounting to $21,600 would be borne by Sandstone.

In providing the engineering consultancy services, Kelvin paid fees of $25,000 to a firm in Singapore for
engineering support services and $3,000 on other out-of-pocket business expenses

Required:

(i) State the tax requirements Sandstone Pte Ltd must comply with when making the fee payment under
the contract for services and the consequence of not complying with the requirements; (3 marks)

(ii) State the alternative course of action available to Kelvin Ortega in minimising his Singapore tax liability
and compute Kelvin Ortega’s tax liability if this course of action is taken. (6 marks)

(b) In the financial year ended 31 December 2007, Tender Box Pte Ltd (Tender Box) incurred $6 million in the
construction of a building on a piece of land which it had purchased at a cost of $4 million in the financial year
ended 31 December 2006. The building was completed in February 2008 and was immediately put to use for
a purpose that does not qualify the building as an industrial building.

In December 2008 Tender Box completed rectification works to correct certain structural defects to the building
and paid the contractor $750,000 for the rectification works on 15 January 2009. On 1 February 2009, Tender
Box leased the building to Asia Plastic Pte Ltd (Asia Plastic) for a period of ten years. Asia Plastic incurred 
$1·2 million of capital expenditure in erecting an extension to the leased building before putting the entire
building to use as an industrial building on 1 April 2009. Asia Plastic has the same financial year as that of
Tender Box.

Required:

For the year of assessment 2010, compute the industrial building allowances that are claimable by:

(i) Tender Box Pte Ltd; and (3 marks)

(ii) Asia Plastic Pte Ltd. (3 marks)

(15 marks)

End of Question Paper
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