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HIGHLIGHTS

A rare opportunity to invest in a
well-established  plastic and
metal household product manu-
facturer listed on Hong Kong
Stock Exchange.

The company has manufactur-
ing facilities in China and good
relationship with major US su-
permarket chains. After going
through major restructuring, the
company has been generating
profits consecutively for the
past three years and it's well
positioned to further develop
Chinese and European markets.
However, the current share
price is not reflecting the full
potential of the company.

It seeks investment to take over
the majority shareholding of the
company under a profit-sharing
arrangement. Ex-senior staffs
from the company and func-
tional experts will oversee the
transition and implement the
necessary changes. It's ex-
pected to see a substantial
growth (around 200% increase)
in the company’s share price
over a timeframe of 18-24
months based on financial
projection and conservative PE
ratio. The investment amount
would be in the range of
HK$105-126 million for the
cost of initial control followed by
HK$112-135million  back-up
fund for General Offer to minor-
ity shareholders.

Contact Mr. Thomas Tsang to
find out more details.
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Significant Changes to Company Law Regime

Helen Campos Thomas, Managing Director, <helenthomas@Itc-cpa.com>

he
(Amendment) Act

Companies

I 2004 (the

“Amendment Act”) and the
Accounting and Corporate
Regulatory Authority Act
2004 (the “ACRA Act’),
both passed in Parliament on
6 February 2004 and gazetted
on 1 March 2004, came into
force on 1 April 2004.

The Amendment Act and
ACRA Act have both made
significant changes to the
company law regime in Singa-
pore.
We highlight the key amend-
ments to the Companies Act:
¥ CAPITAL

RAISING BY

PRIVATE

COMPANIES
Private Companies can now
raise funds through public
offerings without first having
to convert to public compa-
nies, so long as they fulfill the
disclosure requirements un-
der the Securities and Futures
Act (Cap 289) for offerings
made to the public. This
change has been imple-
mented by deleting Section
18(1) (c) and (d) of the Com-
panies Act (hereinafter re-
ferred to as “CA").
¥ ABOLITION OF

THE ULTRA

VIRES
DOCTRINE

With the new changes, the
objects of a company no
longer need to be stated in
the companies’ memoran-
dum. Sections 22 and 23 of
the CA as such has been
amended to delete the vari-
ous prescribed powers of the
company and to provide that
a company has full capacity
to carry out any business or
activity and has full powers,
rights and privileges for such
purposes. In line with this the
Third Schedule of the CA has
also been repealed. This
amendment will allow com-
panies the choice to limit its
capacity, rights or powers in
its memorandum or articles
of association.

Previously the CA contained
an ultra virus doctrine and
that required the proposed
objects of a company to be
stated exhaustively in its
memorandum, hence if the
company performs an act
that is not authorized by its
objects clause, it will be con-
sidered “ultra virus.”

Yy ONE

SHARHOLDER/

ONE DIRECTOR

COMPANIES
This is a new provision of the
CA, which now provides that
the minimum number of
directors and shareholders
will be one for companies.
Also the director and share-
holder can be the one and

same person. This will reduce

incorporation and mainte-

nance costs. Companies can

therefore be incorporated by
any one person and continue
to exist by that one person.
There is however the legal
requirement that the sole
director must be resident in

Singapore, and the director
and the company secretary
cannot be the one and the
same person.
A number of sections of the CA have
been amended to tie with these changes.
An extract of the affected sections can
be viewed from the website of http://
www.mof.gov.sg or you may obtain a
copy of the same from us
¥ APPROVED

COMPANY

AUDITORS
Any person who is a public
accountant under the Ac-
countants Act is now auto-
matically qualified to act as the
company auditor without hav-
ing to seek as previously re-
quired, the approval of the
Minister for Finance.
¥ COMPANY NAME

AND COMPANY

REGISTRATION

NUMBER
All companies will now have
to have both its company
name and its company regis-
tration number in legible ro-
manized letters on its com-
pany’s common seal, all its
business letters, statements of
account, invoices, official no-
tices, publications, bills of
exchange, promissory notes,
indorsements, cheques, re-
ceipts and letters of credit of
or purporting to be issued or
signed by or on behalf of the
company. Companies have
been given till 1 October 2004
to comply with this new re-
quirement.

For companies that have al-
ready printed their year's sup-
ply of office stationary, a rub-
ber stamp with the company
registration number can be
used to fulfill this legal obliga-
tion.

(Continued on Page 4)
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Strategizing Your China Venture
How to ride the rising yet tricky dragon?

Frank Xu, Managing Director of Business Advisory Services, <frankxu@ltc-cpa.com>; Camelia Poh, Senior Consultant, <cameliapoh@ltc-cpa.com>

(Continued from January 2004 issue)

Organization Structure
n establishing their venture in
I China, the investors have to
determine the shareholding
structure amongst other concerns.
The structure that is adopted will be
dependent on factors such as the
level of ownership and control de-
sired by the parent company. In
addition, the management of the
organization will also have to decide
where within the organizational
structure the responsibility for op-
erational and strategic decision-
making should lie i.e. where the
organization will be placed on the
centralization
versus devolu
tion  contin-
uum. Devolu-

closer to the customers. In this in-
stance, over-centralization will result
in the organization being too preoc-
cupied with internal matters at the
expense of serving the customers
promptly. The role of the centre is
thus concerned with targeting and
controlling the activities of those
managing the different parts of the
organization. Hence, the manage-
ment will have to strike a balance so
as to ensure that the organization
remains nimble and responsive to
market changes yet retaining a cer-
tain level of control. In addition to
determining the appropriate level of
delegation of authorities and re-
sponsibilities, the management will
also have
to ensure

...company will have to strike a bal- at there
ance... to ensure that the organizatiors proper

tion refers to/ remains nimble and responsive to mapeeregaton

the extent to
which the
centre of an
organization
delegates decision-making to units
and managers lower down in the
hierarchy. Various factors should be
taken into consideration when con-
templating whether the decision-
making should be delegated. For
example, if the company is operat-
ing in a fast moving and highly com-
petitive marketplace such as the
consumer appliance market in
China, the authority for decision-
making should be delegated to those

Did you know...

of duties

ket changes yet remaining a certain ;i the
level of control...

organiza-
tion. A
clear line

of responsibilities will not only en-
sure the productivity of the staff as
it provides a sense of purpose and
direction but will also preempt situa-
tions, where customer response time
is delayed as a result of misassign-
ment of responsibilities.

It is also vital for the company to
introduce appropriate and effective
systems and procedures that manage
the financial and non-financial re-

sources of the organization as the
processes of resource allocation and

control will influence the success or
failure of strategy implementation.
There are many different processes
by which resource allocation and
control can be managed. The ap-
proach taken by an organization is
likely to be influenced by the extent
of change needed in resources as
well as the extent of devolved au-
thority over resource allocation deci-
sions. Hence, the approaches can
range from centrally imposed re-
source plans to competitive
“market-like” processes within the
organization. There should also be
proper systems in place to achieve
the purposes of controlling and
coordinating the activities of muilti-
ple subsidiaries within China (if
any). With the effective systems in
place the company will be able to
enjoy benefits such as improved
efficiency perhaps through scale
advantages from resource sharing.
The corporate centre may also have
more leverage in either purchasing
or market access.

(...to be continued in next issue)

Our China Practice, which has strong infrastructure in China, is more than able to render valuable

pertise for your China venture. Call Mr. Frank Xu or Mr. Thomas Tsang at 6226 0080 or drop him
email at frankxu@ltc-cpa.com or tsangsf@ltc-cpa.com to find out more...
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Major Tax Changes in 2004

Katherine Chan, Head of Taxation , <katherinechan@ltc-cpa.com>; Lam Chi Wing, Tax Manager, <lamcw@Iltc-cpa.com>

Reduction of Corporate Income Tax
Rate
Corporate tax rate will be reduced from

22% to 20% with effect from YA2005.
Tax Exemption of Individuals'

Foreign-sourced Income
From YAZ2005, all foreign-sourced in-

come received in Singapore by resident
individuals will be exempted from tax.
Tax Exemption of Individuals'
Singapore-sourced Investment

Income
Singapore-sourced investment income

derived by individuals from the follow-
ing financial instruments will also be
exempted from tax with effect from
YA2005: 1) Interest from debt securi-
ties; 2) Discount income from debt
securities (of tenure 4 year); 3) Annui-
ties; 4) All payment on life insurance
policies, including interest from insur-
ance benefits that have not been drawn
and investment income on investment-
linked policies (but excluding sums real-
ised or interest from insurance benefits
that have not been drawn under any
insurance against loss of profits); 5)
Distributions from authorized unit
trusts and real estate investment trusts

more than 20 shareholders throughout ties (QDS); 4) Discount income from

the basis period relating to that YA; and
its shareholders are individuals

4) All
throughout the basis period relating to
that YA.

Regional HQ Incentive
The maximum duration of the regional

HQ incentive scheme will be extended

from 3 to 5 years.

Pioneer Incentive

The maximum duration for the pioneer
incentive will be extended from 10 to
15 years.

Withholding Tax Rate on Royalty
Payments

Withholding tax on royalty payments
will be lowered from 15% to 10% with
effect from 1/1/2005.

Enterprise Investment Incentive
(E)

The current Technopreneur Investment
Incentive (TII) (which allows investors
to claim tax relief for losses incurred on
the sale or divestment of their holdings

in such companies within 5 years) will

be renamed to Enterprise Investment
Incentive (Ell) and incentives will be
extended to non-high-tech start-ups.

(excluding distributions out of franked Approved International Shipping

dividends); and 6) Borrowing fees, loan
rebate fees, price differential and com-
pensatory payments arising from securi-
ties lending and repurchase arrange-
ments.

Increased Annual Tax Relief for

Individual’'s Cash Top-Up
The maximum deduction limit will in-

crease to $7,000 per year. Cash top-up
contribution made to non-working
spouses will also qualify for tax deduc-
tion.

Tax Exemption for New Companies

A new company which meets the fol-
lowing conditions will qualify for full
tax exemption on the first $100,000 of
their normal chargeable income of the
first three consecutive Years of Assess-
ment falling within YA 2005 to YA
2009: 1) It is incorporated in Singapore;
2) It is a tax resident of Singapore for
that Year of Assessment; 3) It has no

Enterprise Scheme

Tax exemption on income derived by
Approved International Shipping En-
terprise company from chartering of

ships will be extended to company resi-

dent in Singapore.

Wealth Management Incentives
The scope of tax exemption schemes

for foreign investors and foreign trusts

whose funds are managed by any fund

manager/ truste
company in Sing

panded to includ
the following in-
come with effect’
from 27/2/2004: L
1) Rental and other income derived
from immovable properties outside

QDS, the tenure of which is less than 1
year; 5) Distribution from foreign unit
trusts received in Singapore; 6) Fees and
compensatory payments from securities
lending and repurchase arrangements
with specified financial institutions in
Singapore; and 7) Fees and compensa-
tory payments from securities lending
and repurchase arrangements with per-
sons outside Singapore.

The above income as well as gains aris-
ing from the disposal of debt securities
issued by supranational bodies and in-
come arising from foreign exchange and
derivatives transactions will also be ex-
cluded from the statutory income of
Designated Unit Trusts.

Qualifying Debt Securities Scheme

The qualifying debt securities (QDS)
scheme will be expanded to cover dis-
count income on any QDS, the tenure
of which is 1 year or less derived by any
person: 1) who is not resident in Singa-
pore and who does not have a perma-
nent establishment in Singapore; or 2)
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 ob-
tained from the operation in Singapore.

In addition, companies and bodies of
person in Singapore deriving discount
income from QDS, the tenure of which
is 1 year or less will enjoy a concession-
ary tax rate of 10%.

Processing Services Provided to

Financial Institution
A concessionary tax rate of 5% will be

granted on qualifying income derived by
companies (which are approved from
this incentive during the period
27/2/2004 to 26/2/2009) engaged in

the provision of higher value-added
processing services to financial institu-
tions.

Singapore and received in Singapore; 2) ASSet Securitisation

Discount income derived from outside

Special Purpose Vehicles (SPV) set up
for assets securitisation on or after

Singapore and received in Singapore; 3) (Continued on Page 4)

Interest from Qualifying Debt Securi-
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(Continued from Page 3)

27/02/2004 will be conferred a
concessionary tax treatment. The
concession will address and miti-
gate tax advantages resulting
from mismatches in timing be-
tween the receipt of income and
the payment of expenses.
Commodity Derivatives

Trading

A 5% concessionary tax rate will
be granted to qualifying financial
institutions and companies on
income derived from qualifying
transactions in commodity de-
rivatives in any currency with
qualifying counterparty.

Payment on Over-the-counter
(OTC) Financial Derivatives

The current withholding tax
exemption granted under Finan-
cial Sector Incentive Scheme
will be extended to cover pay-
ment on OTC financial deriva-
tive contracts made by all finan-
cial institutions to non-residents,
excluding permanent establish-
ments in Singapore, as from
27/02/2004 to 19/05/2007.
Concessionary Tax Rate on
Income from Secondary

Loans Trading

(Continued from Page 1)

Y NOTIFICATION OF
CLOSURE OF
REGISTER OF
MEMBERS

Previously Section 192 of the CA required
every company to notify the RCB of its_
intention to close its register of members at USE OF INFORMATION

Secondary loans trading will be
included as a qualifying activity
under the Financial Sector In-
centive Scheme.

Concessionary Tax Rate on
Income of Corporate

Futures Members of SGX

The current 5% and 10% con-
cessionary tax rates will be ex-
tended to income derived by
corporate SGX futures mem-
bers from transactions in prod-
ucts denominated in Singapore
dollars with  effect from
27/2/2004.

In addition, the 5% concession-
ary tax rate on income derived
from transactions in approved
new derivative products will be
extended to corporatised locals
who are among the Top 20
members.

Estate Duty

For deaths occurring on or after
1/2/2005, the first six months
from the date of death will be an
interest-free period. Administra-
tors/ Executors will have six
months to file a complete return
before interest starts accruing.
In addition, one month from
the date of issue of Notice of
Assessment will be given for
payment of estate duty.

Ten Ways to Improve Marketing

1. Distinguish your products and services
from those of your competitors

2. Have a marketing plan and implement it

3. Respond quickly to customer complaints,
investigate the causes and fix the problem

4. When you lose customers, contact them
to find out the reason for improvement

5. Identify customers’ needs
6. Identify emerging or new markets

7. Keep in touch with existing customers
and let them know all the services your
company can offer

8. Keep sales forecasts and statistics up-to-
date and distribute them to appropriate
employees

9. Ensure that staff who contact customers
have high morale and present a positive
image of the company

10.Use remuneration structure to motivate
sales personnel

of the company, officers and auditors, compromised and the outcome of the
subject to certain prescribed conditions, review must be made known to members
one of which is that the member, officer and officers of the company.

or auditor must have agreed to they ACCOUNTING AND

method of electronic transmission. This CORPORATE

has been provided for under the new Sec- REGULATORY

tions 387A and 387B of the CA. AUTHORITY (“ACRA")
The Registry of Companies & Businesses

AND ADVICE (“RCB”) and the Public Accountants

least 14 days before the event occurs. Uny o, provision under Section 157C of Board (*PAB") has merged since 1 April

der the new amendments this legal require

ment has been removed.

Yy CONSOLIDATED
ACCOUNTS

Previously, a company that is a holding
company needed to present consolidated
financial statements of the group and
financial statements of the company inits
statutory accounts . Under the amended ¥
Section 201(3A) of the CA, the holding A
company only needs to present the con-
solidated profit and loss account and
balance sheet of the group, and the bal-
ance sheet of the company which com-
plies with the requirements of the ac-

counting standards.

Yy ELECTRONICS
TRANSMISSION OF

NOTICES OF MEETINGS
Notices of meeting and statutory reports
can now be sent electronically to members

the CA now accords directors protection this year and is called the Accounting and
for reasonable reliance on advice and in- Corporate  Regulatory  Authority
formation from professionals or experts. (‘ACRA"). Previously the RCB was re-
This protection is applicable if the director SPonsible for the incorporation of compa-

acts in good faith, makes proper inquiry Nies and the registration of businesses,
where it is required and the reliance on assured compliance with the laws for com-

such advice is necessary. panies and maintained a repository of
financial reports and business information.
AUDITORS p

REMUNERATION The PAB is a statutory board, which regis-

new Section 206(1A) has been imple- tered and regulated public accountants
mented, which imposes a requirement that who are qualified to sign off companies’

public companies undertake a review of accounts as auditors. It also maintained

the fees, expenses and emoluments of itsprofessional auditing standards. ACRA
company auditors when the total amount will now be the new regulator of corporate

of fees paid to the auditor for non-audit entities, businesses and public accountants
services in any financial year of the com- and will essentially have the powers of

pany exceeds 50% of the total amount of both RCB and PAB.

fees paid to that auditor in that financial | yoy require further information on any of the above
year. This is to determine whether the or you have any questions pertaining to company secr
independence of the auditors has been tarial matters, please feel free to contact us.



