o GrantThornton

An instinct for growth’

Back to Basics
- Payroll

Employer Solutions

Adrian Sham, Director
Ruiyuan Tan, Manager

©2018 Grant Thornton Singapore Pte Ltd. All rights reserved.



Presenter
Presentation Notes
Adrian


.

Introduction
4 )
Global Mobility Employment
Services Taxes
Employer
Solutions
Payroll Equity Reward
\ J

Q GrantThornton | An instinct for growth”


Presenter
Presentation Notes
Adrian
Introduction to Adrian and Ruiyuan and who we are where we sit

Today’s focus is really on providing you with a high level overview of employment taxes and payroll obligations for your business. We will touch on GMS and Equity Reward briefly. We are planning to have a back to basics for global mobility in the new year so look out for the registration for that in due course.


Agenda

¢ Introduction

«  Employer’s employment tax obligation

«  Common reporting errors on form IR8A and IR21
Employees on overseas assignment

*  Frequent business travellers — what to do

*  Payroll health-check and voluntary disclosure programme
Summary

- Q&A
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Reminder of what our email said:
What are the common reporting errors and due dates for Form IR8A and Form IR21?
What are our obligations for employees on overseas assignment?
What should we be doing with frequent business travellers?
What is the benefit of a payroll health-check and voluntary disclosure programme?


66

Do you know what your payroll responsibilities
as an employer are?

9
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Participants to vote: Yes | No | Maybe


.

Employer’s obligation on employee’s income

Form IR8A /
Form IR21

*

Employment
/ Labour
Law

5
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CPF /SDL/
Self-help

groups

* Grant Thornton Singapore does not provide legal
services and you should seek assistance from an
employment law lawyer
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Payroll and deductions

« Payslips

- CPF

« Skills Development Levy
« Self-help groups

* Due dates

* Penalties
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Monthly payslips – is it compliant with Ministry of Manpower? 
CPF – are you making the correct contributions? Citizen/PR/above 55. Ordinary v Additional wages. Different rules to tax
Skills Development Levy – do you know this is mandatory for all employees? 
Self-help groups – do you know how to determine which funds are applicable?  Sinda/CDAC/MBMF/ECF https://www.cpf.gov.sg/Employers/EmployerGuides/employer-guides/hiring-employees/contributions-to-self-help-groups-(shgs)-and-share-donations. Employees can opt out.
Are you filing Form 91 promptly and paying on-time. 14th following the month
Penalties
Foreign worker levy – haven’t covered this but this is also an important levy for foreign workers
CPF act 
1.5% late payment interest per month (min SGD 5)
Composition amount of up to SGD 1k per offence
Up to 5k court fine and no less than 1k per offence and/or up to 6 months imprisonment for 1st conviction
Up to 10k court fine and no less than 2k per offence and/or up to 12 months imprisonment for subsequent conviction.
If deduct e’ee share but don’t pay to CPF board may be up to 10k court fine and/or up to 7 years imprisonment


66

My expatriate employees receive a monthly payslip from their home
country so there is no need for me to issue a Singapore compliant

payslip.
True | False | Don’t know

9
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For which employees

—  All employees exercising employment in Singapore

— Employees posted overseas (not incidental to Singapore employment)
Due date

— 1 March

Auto-inclusion scheme

— 8 or more employees

—  Notice to File Employment Income of Employees Electronically
What to include

—  All gains and benefits derived from employment

Penalties for non-compliance

— Fine not exceeding SGD 1,000

— In default of payment — imprisonment for a term not exceeding 6 months

©2018 Grant Thornton Singapore Pte Ltd. All rights reserved.

Form IR8A — Return of Employee’s Remuneration
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Due date. Amendments should be submitted by 31 March.
Everything included unless it is exempt by statute or given an administrative concession. We are not going to go through the list of exemptions or administrative concessions in this back to basics as we are intending to highlight what you need to be aware of rather than go through the basics in detail.


Form IR21 — Notification of a noncitizen employee’s
cessation of employment or departure from Singapore

. For which employees
- Non-Singapore citizen employees
—  Ceasing employment / changing employer / posted overseas / departing Singapore for 3 months or more
. Due date
—  One month before cessation date or departure date from Singapore, whichever is earlier
. Deemed exercise rule
—  Stock options / share awards granted while in Singapore
- Reassessment of deemed gains
. Withholding of monies
—  When to withhold

- How much to withhold
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Form IR21 — Notification of a noncitizen employee’s
cessation of employment or departure from Singapore

. What to include

- Employment details (date of commencement, cessation, monies withheld, reasons if no withholding, personal

particulars
—  All gains and benefits
. Additional income paid after cessation
- Do | need to report
- Do | need to withhold
—  When tofile
. Penalties for non-compliance
- Impose late filing fee of up to SGD 1,000
- Summons to appear in court

- Employee’s liability
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What are some common reporting errors?

9
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My expatriate employees are fully paid overseas and since
nothing is paid in Singapore, | don’t have to report any income
in the Form IR8A. The employees can file their income in their

tax return.
True | False | Don’t know

9
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One of my local employees will be leaving the country for 4 months
to provide maternity cover in the UK. He is a Singapore Permanent
Resident and he continues to be paid in Singapore with CPF
deducted. | do not need to seek tax clearance.

True | False | Don’t know

9

Q GrantThornton | An instinct for growth”


Presenter
Presentation Notes
Adrian


66

| just learnt from my expatriate employee that he has received
gains from stock options and as he received the gains whilst in
Singapore, | am going to report that in the Form IR8A.

True | False | Don’t know

9
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Common errors

. Payroll incorrect for new employees who joined during the month
. CPF not applied correctly on wages / incorrect rates applied for Singapore Permanent Residents
. Incorrect classification of wages for CPF purposes
— Ordinary wages
—  Additional wages
. Benefits / off-payroll payments not reported in Form IR8A

. Reporting overseas wages

Dealing with foreigners, expatriates or business travellers
. Income/benefits paid or received overseas

. Tax borne by employer

. Tax clearance

. Pre/Post-assignment income
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Some of these have hopefully been highlighted through the interactive questions so only go through the ones that we have not covered off.

Payroll incorrect for new employees who joined during the month – split month calculations, correct CPF and backpay
CPF not applied correctly on wages / incorrect rates applied for Singapore Permanent Residents
Incorrect classification of wages for CPF purposes or wages not included for CPF. There are a number of cash benefits provided to employees such as festive allowance (ang bao) which may be exempt from tax but are subject to CPF
Ordinary wages
Additional wages
Benefits / off-payroll payments not reported in payroll (where required for CPF) or Form IR8A 
Overseas assignment income not reportable

Dealing with foreigners, expatriates or business travellers. We see a lot of errors when it comes to expatriates/short term business visitors so we have covered these separately
Income/benefits paid or received overseas
Tax borne by employer
Tax clearance
Pre/Post-assignment income



66

Considerations for employees on
overseas assignment

2
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| am sending a Singapore Permanent Resident for an
overseas assignment, and | need to continue with CPF
contributions since he is a Singapore Permanent Resident.
True | False | Don’t know

9
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What to consider when sending employees
overseas

Singapore citizens

Form IR8A

Income attributable to
Singapore employment

Gains from stock options /
share awards granted while
exercising employment in
Singapore

CPF obligations

Non-Singapore citizens

Tax clearance
Withhold monies
Deemed exercise rule

Income post cessation (trailing
income)

CPF obligations
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Also need to consider overseas payroll obligations
Hypothetical tax?



.

What to consider when employees are sent into
Singapore

« Payroll and filing obligations

— Are there any exemptions available?
« Tax on tax
 What is reportable in Singapore?
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< 60 days – still have payroll obligations and ir8a obligations
60-183 – if qualify under treaty you can claim treaty relief by completing necessary forms. IRAS usually relieve you from year end and tax clearance obligations 
>183 – normal filing including tax clearance 

Tax on tax
Need to provide information on ir8a / ir21
Seek advice as we see a lot of errors when it comes to dealing with tax on tax such as deducting hypothetical tax

Employment income reporting
Everything that relates to the Singapore employment
Overseas benefits and social security / interaction with corporate tax


66

Frequent business travellers
— what are the risks?

9
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B
Challenges and Risks

@

- Challenges * Risks
— Tracking — Double taxation
— Declaration — Non-compliance
— Employer’s responsibilities — Fines and penalties

— Employee’s responsibilities
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Frequent business travellers — outside Singapore

* Incidental to Singapore employment
« Singapore income will be fully reportable in Singapore
* Per diems?
* Business days outside Singapore may attract tax in the foreign countries
* Double taxation
— Tax exemption available?
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This slide will give a high level snapshot of some points to note. Will not go into great details since implications are more towards the overseas jurisdictions. 


S
Frequent business travellers — into Singapore

«  Employment income attributable to Singapore business days subject to Singapore tax

«  Form IR21 requirements
— What to include
— Who is responsible to file
— When to file

* Double taxation
— Claim for Tax Treaty Exemption
—  Certificate of Residence
— Relief in home country?
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Payroll Health Check and
Voluntary Disclosure Programme

9
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66

Have you previously conducted a payroll health check?
Yes | No | Not sure

9
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Why should you be concerned?

IRAS mue

3,625 followers

ZEY qme

Generally, overseas income received in Singapore is not taxable and does not need
to be declared, This includes overseas income paid into a Singapore bank account.
However, this does not include income received from outside Singapere obtained
through partnerships in Singapore or overseas employment that is incidental to
your employment here. More info: https://Inkd.in/fvZQxj)

Do | have to declare my
income from outside
Singapore?
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#TaxCrime Between 2009 and 2013, she declared only $$444,633 in her income tax
returns, when the net income earned through her recruitment firm was S$1,748,058.
.52 more

Staffing Metwork - Executive
Search / Recruitment

Business Development Manager at Staffing Network - 8] Sescontactinko
Executive Search / Recruitment

o>

Singaf

[ | | R

Recruitment firm owner must pay 5$344,000 penalty for evading tax over I]

five years
channelnewsasia.com

Pauline Tan - 2nd

&En 500+ connections
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We are seeing a trend for IRAS to issue reminders to the public on their obligations. We are also seeing more and more prosecutions both within Singapore and outside of Singapore. With more data at IRAS’s hands, we anticipate that this will only continue.


Why should you be concerned?

S’r SINGAPORE POLITICS ASIA WORLD  VIDEOS MULTIMEDIA LIFESTYLE FOOD FORUM OPINION BUSINESS ~ SPORT

POLITICS >

Taxman to get greater powers to investigate crimes

Landed | HDB | C

=y

Inland Revenue Authority of Singapare officers will soon have the power to enter premises by force or arrest someone without a
warrant if the situation meets certain conditions. PHOTO: ST FILE

(© PUBLISHED OCT 3, 2018, 5:00 AM SGT
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The additional information, combined with the additional powers means that employers should look at cleaning up any historic errors.


D
Why should you be concerned?

« Cash Rewards for Informant

— Areward based on 15% of the tax recovered, capped at
$100,000, will be given to informants if the information
and/or documents provided lead to a recovery of tax that
would have otherwise been lost. All payments are at the
discretion of the Comptroller. IRAS will ensure that the
identities of informants are kept strictly confidential.

Q GrantThornton | An instinct for growth”


Presenter
Presentation Notes
Ruiyuan
This is used in many countries to encourage compliance…


Enforcement Actions — errors in tax returns

«  Without intention to evade taxes « With intention to evade taxe
— Penalty of up to 200% of the — Penalty of up to 400% of the
amount of tax undercharged; amount of tax undercharged;

— Fined up to SGD 5,000; and/or — Fined up to SGD 50,000;

— Imprisonment up to 3 years and/or

— Imprisonment up to 5 years
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Payroll health-check — scope

«  Comprehensive review of
— Employment contracts
— Benefits policies (social security, benefits-in-kind)
— Equity policies (stock options, share awards, employee share purchase plans, etc)
— Payroll / pay statements
« Past years and current records
* Analyse financial impacts
— Income under-reported
— Tax underpaid
— Potential penalties
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Payroll health-check — benefits

« Assurance that payroll process and employment income reporting is
in order

* Awareness of issues / potential issues
« Quantify exposures

 Remedial actions as appropriate

« Commitment to be compliant

« Ready for disclosure
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Voluntary Disclosure Programme

* |RAS takes strong deterrent action against those who
deliberately commit tax crimes including omission or
under declaration of income.

* Honest mistakes vs tax evasion

« Significant impact between those who qualify vs those
who do not qualify

* Fines, negative publicity and possible imprisonment
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Voluntary Disclosure Programme

Voluntary Disclosure Programme Audit / Investigation

* before a query, audit or investigation < Penalty of up to 400% of the

- Made within 1 year (grace period) amount of tax undercharged;
from statutory filing deadline * Fined up to SGD 50,000; and/or
— No penalty imposed * Imprisonment up to 5 years

* Made after grace period « Name and shame
— Reduced penalty of 5% of tax — Individuals who assist in wilful

undercharged intent to evade taxes will also
be charged
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Voluntary Disclosure Programme — how to qualify

- Timely, accurate, complete and most importantly self-initiated
« Demonstrate co-operation with the IRAS to correct mistakes

« Willing to pay additional taxes and/or penalties imposed

« Before IRAS issues a query, audit or investigation

« Tax evasion is excluded from VDP
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Summary

Employer’s obligations

Payroll / Forms Correct / Complete

Business travellers

Responsibilities Risks

}‘

Errors in income report

What to do Health-check / VDP
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To quickly highlight/summarise important points in earlier slides


Thank you

Questions
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