Quarter 1 Issue

In this issue:
Antidote to Economic Downturn
Overview of China
New Transfer Pricing Reporting Requirements in Singapore
Companies (Amendment) Act 2017
Limited Liability Partnerships (Amendment) 2017

1
Introduction

We LISTEN to our
clients, THINK on their
behalf and help guide
them on difficult decisions.
We help steer companies
towards GROWTH. Our
domain is ASIA.

Dear Valued Clients and Associates,
We are pleased to welcome you to the ﬁrst quarter’s edition
of Nexia Pulse 2017. To kick start this year, Nexia TS has been
ranked among the top 10 largest accounting ﬁrms in
Singapore for 3 consecutive years. Let us continue to
constantly challenge ourselves to make on-going
improvements and stay relevant in today’s competitive
market.
In this issue, we will share some insights into the shift towards
indirect tax which has been adopted by some of our
neighbouring countries. Learn about how tax incentives can
help stimulate economic activity and play an important role.
Next, an infographic outlining an overview of China is
enclosed for your reading pleasure.
In view of the recently announced new reporting measures
which will commence during the 2018 tax year, we will discuss
the requirements taxpayers have to report on related party
transactions as well as the minimum standards under the
Base Erosion and Proﬁt Shifting framework.

We hope you enjoy the informative selection of features in
this issue. Thank you for your continuous support.

Henry Tan
Managing Director, Nexia TS
henrytan@nexiats.com.sg
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Lastly, the Singapore Parliament has recently passed the
Companies (Amendment) Act 2017 and Limited Liability
Partnerships (Amendment) Act 2017 to ensure that
Singapore’s corporate regulatory governance system remains
robust. Learn more about the regulations in this summary
article.

NTS Myanmar Co Ltd

Antidote to Economic Downturn

Battening Down The Hatches - A Taxation and Cash Flow Management Perspective
This article is authored by Edwin Leow (Tax Director, Nexia TS) and Chan Yee Hong (Director, Forensic Accounting & Insolvency, Nexia TS)

2017 appears set to be a unique and distinctive year on a
number of fronts. Potential opportunities contrast sharply
against the backdrop of an uncertain and challenging global
economic environment. Not since the 1930s has such a
combination of falling growth, increasing pessimism and the
looming spectre of economic protectionism cast such a pall
on the global outlook.
The US election victory of Donald Trump has no doubt
brought some temporary cheer to global markets on the
back of promises of a huge ﬁscal stimulus in combination
with regulatory roll-backs. Having relied heavily on monetary
easing by central bankers to support growth, it is
unsurprising that markets have cheered these developments
with gusto. Tax cuts and infrastructure spending are
expected to reﬂate the US economy which in turn will
hopefully do the same for the rest of the global economy.
That in itself, however, may not be enough to counter the
downward draft being generated by the stalling Chinese
economy and lack of consumption demand in the developed
markets of the world. Here in Singapore, despite a better
than expected full year growth ﬁgure of 1.8% for 2016, these
headwinds are expected to persist and remain challenging
for the economy in the near term.
It is a fact that any ﬁscal stimulus enacted would need to be
ﬁnanced in some way or other, the chief method being
increased taxation. And therein lies the predicament. In
many countries, high household debt and a struggling
corporate sector already burdened with low proﬁtability and
weak balance sheets are likely to complicate any eﬀorts to
impose further tax increases. In an environment where
countries potentially have to resort to higher taxation to
fund their ﬁscal programmes, businesses may start feeling
the pinch if these measures by tax authorities to extract their
pound of ﬂesh from the economy start impacting them

negatively. So what can the government and the private
sector collectively do to ensure that businesses particularly
the Small and Medium Enterprises (SMEs) survive an
economic crunch?

Fiscal & Taxation Measures
Firstly, there has in recent decades already been a shift in
emphasis to indirect taxation which is aimed at imposing
taxation at the point of consumption rather than at the
income or proﬁts level. This is beneﬁcial in that governments
still achieve their revenue targets by levying tax on a
signiﬁcantly broader tax base while at the same time
maintaining a competitive income tax rate which is crucial to
promoting business activity and attracting foreign
investment from abroad. For this reason, the shift towards
indirect taxation is becoming more pronounced worldwide
with many countries either enacting tax reforms to introduce
it or to increase the applicable rates within their existing
indirect tax regimes. Malaysia, for example, adopted a Goods
and Services Tax regime in 2015 while Japan has announced
a two percentage point increase in its consumption tax rate
which is set to take eﬀect from 2019. In certain countries,
such moves have gone hand in hand with a steady reduction
in the headline corporate tax rates. This can only be a good
thing given the fact that capital ultimately needs to be
allocated towards its most eﬃcient use and investors always
look at net returns on an after-tax basis when making
decisions about where to invest.
Secondly, tax incentives continue to play a key role in
stimulating economic activity and takes on outsized
importance in incentivising companies to maintain their
business operations in the host country and indeed to
survive major economic downturns. In the case of Singapore,
tax incentives such as the Headquarters Programme and
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Global Trader Programme grant attractive concessionary
rates of corporate taxation to companies that meet certain
prescribed qualifying criteria. More importantly, the
ecosystem of such incentives also includes a broad suite of
grants and even measures such as the Productivity &
Innovation Credit scheme which is embedded within the
corporate tax system. Companies, particularly SMEs, should
take full advantage of such measures to cushion the negative
impact of any downturn and to perhaps even leverage such
measures to help them grow, scale up or internationalise
during this period to capitalize on any retreat by their
competitors.
Thirdly, countries facing the prospect of slow growth and
trade constraints in a potentially more protectionist
environment could take a leaf out of the United States’
playbook and go down the same ﬁscal stimulus route.
Economic downturns tend to be self-fulﬁlling in that any
collapse in demand reverberates and transmits itself through
various channels resulting in further contractions which
ultimately create a downward spiral. To stave oﬀ the
pernicious eﬀects of an uncontrolled spiralling collapse in
demand, governments can step in as a “spender of last
resort” to prevent such a collapse in demand. Often this
could be just the shot in the arm that the economy needs
and a boon to businesses, particularly the SME sector which
is often the hardest-hit segment of the economy.

In Combination With Prudent Cash Flow
Management
In an economic downturn, the most likely aﬀected are the
SMEs. Suddenly, SMEs ﬁnd themselves ﬁnancially strained by
falling business and slower payments by customers.
Inadvertently, SMEs ﬁnd their cash reserves dwindling and
increasingly harder to pay liabilities when they fall due.
While the government initiatives will buttress the cash ﬂow
of SMEs, more needs to be done by the SMEs to equip
themselves to address existing business challenges and
uncertainties brought about in an economic downturn. Cash
ﬂow management is perhaps the most direct antidote SMEs
can employ and have inﬂuence over to cure the ﬁnancial
illness associated with an economic downturn.
Simply put, cash ﬂow management refers to actions
management actively takes to calibrate its cash inﬂow and
outflow to ensure, amongst others, debts will be paid when
they fall due. These obligations include staﬀ salaries, rental,
loan repayment and cost of supplies. Insolvency arises when
a company cannot pay its debts when they fall due and is a
common ﬁnancial covenant, if breached, would bring a
company closer to bankruptcy if not rectiﬁed expeditiously.

To SMEs which are low on funds or reserves, solvency takes
priority over proﬁtability. This is because a company which
cannot pay salaries to its employees is unlikely to be able to
continue operations even though the business is proﬁtable.
Hence, the importance of cash ﬂow management cannot be
over emphasised.
To build a prudent cash ﬂow model, a company must ﬁrst
determine how much cash it needs to operate its business
over a speciﬁed period of time. Drawing up a cash ﬂow
analysis will, in addition to identifying cash requirements,
reveal the strengths and weaknesses of a company’s cash
ﬂow position. This sets the precedent for further review and
modiﬁcation of the business model or operational
framework to generate a consistent cash inﬂow suﬃcient to
meet its debt obligations, and if possible, build a reserve.
For example, discontinue less proﬁtable product lines, oﬀer
attractive discounts to entice early payment by customers,
dispose of non-core assets to raise cash, discontinue legal
suits, and downsize operations or defer expenditure to
reduce cash outlay.
The objective of the above examples is to bring in and
conserve much needed cash. While some measures may
result in losses for a company in the short term, they are
crucial for survival of companies in liquidity trap in the long
term. An economic downturn will only add further pressure
on the cash ﬂows of companies. However, such and other
measures SMEs may adopt in tackling challenges of an
economic downturn may also help them evolve stronger in a
transforming economy.
CONTACTS
For more information, please contact:
Mr Edwin Leow
Tax Director
edwinleow@nexiats.com.sg
Mr Chan Yee Hong
Director, Forensic Accounting & Insolvency
yeehongchan@nexiats.com.sg
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Overview of China

CHINA

Beijing

Capital City of China

Total Area

9,478,000 km²

POPULATION

1.38
billion (2017)

MEDIAN AGE

37.3
years (2017)

LABOUR FORCE

774.51
million people employed

INFLATION

CHINESE YUAN

6.87

National Average (2015)

GDP GROWTH

PER CAPITA GDP

= 1 USD

6.9%
(2015)

1.4%

49,351
Chinese Yuan (2015)

FDI BY SECTOR

The manufacturing sector was the top recipient of FDI inﬂow in 2016.
This is followed by real estate, business services and renting, wholesale
and trade, and lastly, transport, storage, telecommunications,
postal services.

FDI BY REGION

In 2016, the top 5 countries with investments in China are Hong Kong,
Singapore, South Korea, USA and Macao.

ANNUAL POPULATION
GROWTH RATE

0.5%

MAJOR EXPORT PRODUCTS (2015)
• Machinery and Mechanical Appliances
• Textile and Textile Articles
• Base Metals

(2010-2015 average)

UNEMPLOYMENT
RATE

4.1%

MAJOR EXPORT MARKETS (2015)
• USA
• Hong Kong
• Japan

(as of 2015)

INTERNET

On average, approximately
688 million people in China
use the internet.

Disclaimer
By necessity, this brieﬁng can only provide a short overview and it is essential to seek professional advice
before applying the contents of this article. No responsibility can be taken from any loss arising from action
taken or refrained from on the basis of this publication. Details correct at the time of publication.

New Transfer Pricing Reporting Requirements in Singapore
This article is authored by Edwin Leow (Tax Director, Nexia TS)

A Fine Balance
Singapore recently announced new reporting measures
commencing during the 2018 tax year which require
taxpayers to report certain details of related party
transactions (RPT) where the value of RPT in the audited
accounts for the ﬁnancial year exceeds S$15,000,000
(approximately US$10,500,000). The so-called “Form for
Reporting Related Party Transactions” will need to be
submitted together with the submission of the corporate
income tax return otherwise known as the Form C. The value
of RPT is the sum of all RPT items in the Income Statement
and the year-end balances of loans and non-trade amounts.
This marks a subtle shift from the Inland Revenue Authority
of Singapore’s (IRAS) current stance of maintaining a
relatively light touch approach towards transfer pricing
reporting in the interest of enforcing the arms’ length
principles without placing a disproportionate burden on
taxpayers at large. Indeed, it signiﬁes that the IRAS is aligning
itself with the growing trend of greater scrutiny and
heightened reporting requirements among an increasing
number of countries on the transfer pricing front. In
countries like Malaysia and India, transfer pricing reporting
for related party transactions is an integral part of the overall
corporate tax ﬁling regime in those locations.
This latest move by the Singapore tax authorities is by no
means isolated. Earlier this year, Singapore had already
joined the inclusive framework for implementing measures
against Base Erosion and Proﬁt Shifting (BEPS). The inclusive
framework is an OECD-backed eﬀort and was endorsed by
G20 members in February 2016.
By joining the inclusive framework, Singapore had already
eﬀectively committed to implementing four minimum

standards of the 15-point action plan under the BEPS
project:

Countering Harmful Tax Practices

Under this action point which focuses on concerns around
preferential regimes, Singapore is committed to using its tax
incentive framework in a judicious manner in line with
rewarding economically substantive activities without risking
its use as a means to facilitate artiﬁcial proﬁt shifting. This is
in line with one of the key premises of BEPS where the
incidence of taxation of proﬁts is aligned with the place
where the real economic activity generating them occurs.

Preventing Treaty Abuse

Singapore is ﬁrmly against all forms of treaty shopping and in
a joint eﬀort towards combating such activities, is actively
working in conjunction with other countries to develop a
multilateral instrument which will incorporate anti-abuse
measures such as “Limitation of Beneﬁts” clauses for
inclusion in its tax treaties.

Transfer Pricing Documentation Country-by-Country Reporting

Singapore has recently supplemented its two-tiered
Master-File approach to transfer pricing documentation with
a three-tiered approach by implementing Country by
Country (CbC) reporting. CbC reporting is being implemented
for multinational enterprises (MNEs) whose ultimate parent
entities are in Singapore and whose group turnover exceeds
S$1.125 billion. It is set to come into eﬀect for ﬁnancial years
beginning on or after 1 January 2017 with the entities being
required to ﬁle CbC reports within 12 months from the last
day of their ﬁnancial year. The CbC reports will be
automatically exchanged with tax authorities of other
jurisdictions that have entered into bilateral agreements with
Singapore.
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Enhancing Dispute Resolution

Singapore is committed to working closely with other
countries on the establishment of robust dispute resolution
mechanisms in line with the BEPS project to ensure
taxpayers have access to such mechanisms under the
bilateral treaty framework.
In conclusion, Singapore has tried to maintain a ﬁne line
between enforcing global transfer pricing rules while keeping
its tax administration relatively simple without unduly
burdening the average taxpayer. This balance is no doubt
becoming harder to attain given the global scrutiny on
transfer pricing and the increased reporting requirements
being implemented by countries around the world.
Singapore has had to in some ways jump on the bandwagon
as evidenced by the latest reporting measures it is
implementing. Having said that, it is the hope of many a
taxpayer here that the pragmatism shown thus far by the
IRAS will yet remain a cornerstone that continues to guide its
approach towards achieving that ﬁne balance.

CONTACTS
For more information, please contact:
Mr Edwin Leow
Tax Director
edwinleow@nexiats.com.sg

Companies (Amendment) Act 2017
Limited Liability Partnerships (Amendment) 2017
This article is authored by Loh Mei Ling (Associate Director, Corporate Secretarial & Bookkeeping)

On 10 March 2017, the Singapore Parliament passed the
Companies (Amendment) Act 2017 and Limited Liability
Partnerships (Amendment) Act 2017 which aim to ensure
Singapore’s corporate regulatory governance system remains
robust and also to support Singapore’s growth as a global
hub for businesses and investors. A summary of the key
legislative amendments are set out below.

Key Legislative Amendments Eﬀective 31 March 2017
• Maintaining register of registrable controllers (beneﬁcial
owners) information and register of nominee director
All companies, foreign companies and Limited Liability
Partnerships (LLPs) [eligible entities] are required to maintain
a register of registrable controllers. Companies are also
required to maintain a register of nominee directors. Existing
eligible entities are required to comply with the new
requirement within 60 days after 31 March 2017. For eligible
entities incorporated/registered on or after 31 March 2017,
they are required to set up the required registers within 30
days after the date of incorporation.
• Maintaining public register of members for foreign
companies
Foreign companies are required to keep a public register of
members which is similar to the current requirement for
public companies to maintain their register of members. A
similar transitional grace period of 30/60 days applies.
• Removal of legal requirement for companies and LLPs to
use the common seal
Companies and LLPs are given the option not to use the
common seal. Companies can choose to retain the use of a
common seal based on business needs.

Key Legislative Amendments Targeted for
Implementation in the First Half of 2017
• Inward re-domiciliation for foreign entities
This is to allow foreign corporate entities to transfer their
registration to Singapore instead of setting up subsidiaries
(e.g. foreign corporate entities that may want to relocate
their regional and worldwide headquarters to Singapore and
still retain their corporate history and branding).

Key Legislative Amendments Targeted for
Implementation in Early 2018
• Private Companies exempted from holding Annual
General Meeting (AGMs)
Subject to speciﬁc safeguards, all private companies will be
exempted from holding AGMs.
• Aligning timelines for holding AGMs and Filing of Annual
Returns (ARs) to Financial Year End (FYE)
The deadlines for holding AGMs and ﬁling of ARs will be tied
to companies’ FYE instead of depending on a series of
criteria.
CONTACTS
For more information, please contact:
Ms Loh Mei Ling
Associate Director, Corporate Secretarial & Bookkeeping
lohmeiling@csb.com.sg
Read more about the above development on ACRA’s
website: https://www.acra.gov.sg/CA_2017/

“We help many talented entrepreneurs from across
the globe with our sound strategic advice and
highly professional services.”

Nexia TS is a rapidly growing mid-tier accounting ﬁrm based
in Singapore. We are an independent member ﬁrm of Nexia
International and are directly associated with Smith &
Williamson of United Kingdom.
The business conditions are changing rapidly worldwide,
with shrinking economic cycles and the emergence of a new
economic world order. Whether one is doing business within
the known boundaries or expanding globally, one cannot
escape the challenges of this new state of aﬀairs. Those who
quickly adjust to and master these continually evolving
conditions are also known to reap huge rewards from the
abundant opportunities available today.
They say the world is getting smaller, and it really is. We help
many talented entrepreneurs from across the globe with our
sound strategic advice and highly-professional services. We
go beyond the mandate typically enjoyed by accountants
and become custodians of your business interests. In short,
Team Nexia works with you to design game-changing
business solutions.

Our Service Portfolio
We believe that we must continually evolve and augment
our skills to protect your business interests. We are
continually expanding our range of services in tune with your
changing business needs. We serve you with:
• Tax Services
• Assurance & Business Services
• Governance, Risk Management & Internal Audit
• Valuation & Transaction Services
• M&A Advisory
• Financial Advisory, Insolvency & Restructuring
• Accounting & Corporate Services
• Forensic & Litigation Support Services
• Technology Advisory Services
• Sustainability Reporting
• Business Advisory in China, Iskandar Malaysia &
Myanmar

A Bouquet of Values
Best of both worlds
We are a home grown company from Singapore yet are
connected with our highly skilled counterparts from diﬀerent
economies. We can therefore put together seamless
solutions when your business is partaking in cross-border
opportunities. In doing so we leverage the knowledge and
expertise oﬀered by our associates across the globe.

People you can trust
Having worked with our clients through many diﬀerent
business conditions, the insights developed over these years
have helped us quickly to ﬁnd the solutions that serve your
business interest in the best possible manner. Today we
enjoy the implicit trust of our clients and often win business
through referral.

Seamless advice from professional teams
We can draw up a team from our vast talent pool that
undertands your needs and serves you eﬃciently, but we
also give you a dedicated single point of contact, making it
very easy to interact with us.

Competitive in every sense
With our comprehensive portfolio of assurance, tax,
accounting and advisory related services, we can oﬀer
service levels equivalent to our larger competitors but for
more competitive fees, and ofter with a more personal
service and greater levels of partner involvement.

Obsessed with quality, just like you
We share with you common values, such as professionalism,
business ethics and trust. We give individual attention to
every minute service detail, ensuring a high-quality
experience.
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Our Leaders

Assurance and Business Services
Loh Ji Kin
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gracelui@nexiats.com.sg
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Chin Chee Choon
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Tan Swee Wan
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tansweewan@nexiats.com.sg
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tankahleong@nexiats.com.sg
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lowseelien@nexiats.com.sg
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Technology Advisory Services
Tan Swee Wan

Tan Kah Leong

tansweewan@nexiats.com.sg
(65) 6597 5802

tankahleong@nexiats.com.sg
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Market Expansion Advisory Services
Henry Tan
henrytan@nexiats.com.sg
(65) 6536 5466

M&A Advisory
Ross Y. Limjoco
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(65) 6597 5806
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