SINGAPORE “SMALL COMPANY?”
CONCEPT FORAUDIT EXEMPTION

In April 2015, the Singapore’s Accounting and Regulatory Authority (ACRA) announced that the
legislative changes to the Singapore Companies (Amendments) Act 2014 would be effected in two

phases i.e. 1 July 2015 and 3 January 2016.

One of the key changes under the first phase was introduction of new criteria for qualification as a
“small company” for audit exemption. The new audit exemption is intended to help reduce regulatory
costs for smaller companies that do not have wide market impact, and would result in a reduction in
compliance costs. Existing safeguards will however be retained such as requiring all companies to
keep proper accounting records and empowering shareholders with at least 5% voting rights to

require a company to prepare audited accounts.

The changes take effect for financial periods commencing on or after 1 July 2015.

Qualification as “Small Company”

A private company that fulfils at least two (2) of the following three
(3) quantitative criteria in each of the immediate past two (2)
consecutive financial years (FYs):

> Total annual revenue of not more than S$10 million;
> Total assets of not more than S$10 million;
> Number of employees of not more than fifty (50)

In order for group companies to be exempted from audit
requirements, a parent company or a subsidiary company must
be a “small company” and part of a “small group”. The question of
whether an entity is part of a group is to be decided in accordance
with the Singapore Financial Reporting Standards (SFRS). This
principle applies regardless of whether the ultimate parent
company is a Singapore or overseas company, and regardless of
the financial reporting standards the ultimate parent company may
use for the purposes of its consolidation.

A company which has qualified as a “small company” in the first
or second FY commencing on or after 1 July 2015 continues to be
a “small company” until it is disqualified as a “small company”.
Disqualification would occur if it:

> Ceases to be a private company at any time during the FY, or

> Does not meet at least two (2) of the three (3) quantitative
criteria for the immediate past two (2) consecutive FYs.
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Quallification as “Small Group”

The group must satisfy at least two (2) of the following three (3)
guantitative criteria in each of the immediate past two (2)
consecutive financial years:

> Consolidated revenue of not more than S$10 million;
> Consolidated total assets of not more than S$10 million;
> Total number of employees of the group of not more than 50.

Application of the new “small company” concept in the following
scenarios, assuming the company does not form part of a group
of companies:-

> New companies incorporated after commencement date
of “small company” criteria
A company incorporated on or after 1 July 2015 would qualify
as a “small company” if it is a private company and meets the
guantitative criteria in the FY for which the financial
statements are being prepared.

> Transitional Provisions
The transitional provisions are applicable to companies that
were incorporated before 1 July 2015. Such a company can
qualify as a “small company” if it is a private company and
meets the quantitative criteria in either the first or second FY
commencing on or after 1 July 2015.
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Other Current Attractiveness

Wholly-owned newly incorporated subsidiary or individually
owned private limited Singapore companies may also be
accorded various tax exemptions by the Inland Revenue Authority
of Singapore (IRAS) when certain qualifying conditions are
fulfilled.

From YA2020 onwards, gualifying new start-up companies may
enjoy 75% corporate tax exemption from the first S$100,000
normal chargeable income and the next S$100,000 chargeable
income is granted a 50% exemption from the prevailing corporate
tax rate in Singapore. This exemption scheme applies to
qualifying companies only for their first 3 consecutive year of
assessment (YA). From the fourth YA onwards, the companies
can enjoy the partial tax exemption.

The tax exemption is open to all new companies except these two
types of companies:

> a company whose principle activity is that of investment
holding; and

> A company whose principal activity is that of developing
properties for sale, investment, or both.
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KEY CONTACTS ABOUT JTC KENSINGTON

JTC Kensington is the brand name of Kensington Trust
Group, a part-owned associate of JTC, offering trust, fiduciary
and corporate services and fund administration.

JTC is a publicly listed, global professional services business
with deep expertise in fund, corporate and private client
services.

Every JTC person is an owner of the business and this
fundamental part of our culture aligns us with the best interests

Managing Director Executive Director of all of our stakeholders
Kensington Trust Singapore Limited Kensington Corporate Management (S) !
Pte. Ltd.
T: +65 9828 7477 H fni : H H
E: singapore@kensington-trust.com T 165 6635 1730 Our purpose is to maximise potential _and our success is built
E: singapore @kensington-trust.com on service excellence, long-term relationships and technology

capabilities that drive efficiency and add value.

LINDA WONG STELLA LEE

IMPORTANT INFORMATION: The content of this factsheet is intended for
general information purposes only. It does not constitute, should not be
interpreted as constituting and cannot be relied upon as providing (i) legal,
investment or tax advice or any other form of professional advice, (ii) an offer
to sell, a solicitation of an offer to buy, or a recommendation of any service or
any other product or service regardless of whether such security, product or
service is referenced in this factsheet. JTC has sought to ensure that the
information provided in this factsheet is adequate, accurate and complete as
at the time of publication but offers no assertion or warranty as to its adequacy,
accuracy or completeness either at the time of publication or thereafter. No
responsibility or liability will be accepted for any losses resulting from reliance
places upon the content of this article.
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1sington is the
Monetary Authority of Singapore.

0, a part-owned associate of JTC Group. Kensington Trust Group entities that carry on regulated business are (respectively): regulated by the Labuan Financial Services Authority, the Companies Commission of Malaysia and the

For full details of those JTC Group entities that carry on regulsated business and certain other JTC Group entitiesx, please visit our webs
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