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Singapore Budget Announcement 

In Brief 
The Singapore Budget was announced 

on Friday February 17, 2012. There 

were very limited changes on the 

personal income tax front, and these 

are unlikely to impact most of the 

expatriate community in Singapore.  

The changes announced were primarily 

targeted at assisting the “elderly” and 

reduction in Singapore businesses’ 

reliance on foreign labour. 

Key Changes 
The key changes which were announced 

were: 

Employer CPF increased for 
"Over 50s" 

Employer and employee Central 

Provident Fund ("CPF") contributions 

will increase slightly from September 1, 

2012, as illustrated in the table below: 

 

To August 31, 2012 

Age Group Employer Employee 

Up to 50 16% 20% 

50-55 12% 18% 

55-60 9% 12.5% 

60-65 6.5% 7.5% 

 

From September 1, 2012 

Age Group Employer Employee 

Up to 50 16% 20% 

50-55 14% 18.5% 

55-60 10.5% 13% 

60-65 7% 7.5% 

 

The employer and employee 

contribution rates for employees aged 

50-55 will eventually be aligned with 

those aged below 50. 
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CPF contributions are only due in 

respect of Singapore citizens/Singapore 

Permanent Resident employees, so 

international assignees to Singapore 

are unlikely to be affected. 

Earned Income Relief doubled 
for the "Over 55's" 

The basic income tax deduction will 

increase from S$3,000 to S$6,000 for 

those aged 55 or over, and from 

S$4,000 to S$8,000 for those aged 60 

or over. This change will take effect for 

income year 2012 (“Year of Assessment 

2013”). 

As the income tax rates are relatively 

low, this will result in a maximum tax 

saving of S$800 for employees in the 

highest marginal tax bracket of 20% 

(i.e. those who earn S$320,000 per 

year). 

Reduction in the Dependency 
Ratio Ceiling ("DRC") 

The Dependency Ratio Ceiling will be 

reduced to restrict the reliance on 

foreign labour in lower-wage positions. 

Employers in the manufacturing sector 

will need to reduce the percentage of 

foreign labour from 65% to 60%, whilst 

employers in the services sector will be 

required to reduce the percentage of 

foreign labour from the current 

maximum of 50% to 45%. Employers in 

all other sectors will be required to 

reduce the proportion of their 

headcount which holds S-Passes from 

25% to 20%. These changes will take 

effect from July 1, 2012; however 

companies with existing foreign 

employees will be given until June 2014 

to comply with these new quotas.  The 

Government has provided various 

credits, grants and subsidies to help 

businesses transition away to from 

relying on low-skilled foreign workers 

through innovation and automation. 

It is important to note that “foreign 

talent” (i.e. those in professional, 

executive and managerial roles) and 

holding P1 and P2 type of Employment 

Passes should not be affected by these 

ratios. 

The Bottom Line 
The recent Budget is unlikely to have a 

significant effect on expatriate 

assignees. However, companies who 

employ a significant proportion of 

foreign workers may need to review 

their headcount to ensure they continue 

to meet the reduced Dependency Ratio 

Ceilings once these come into effect.  
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