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Singapore's rise as a world-class business destination in the heart of Asia has been
phenomenal. Capitalizing on ASEAN's rapid economic development, the country has
also firmly positioned itself as an optimal destination for foreign investors planning an
expansion in Asia. But the island-nation's rise and economic prosperity has also led to one
of the highest levels of income inequality among the developed economies of the world.
Singapore's growing socio-economic divide coupled with the needs of an aging
population has, therefore, in recent times increased the demand for the services of nonprofit organizations (NPOs).The growth of NPOs in the island nation has also been driven
by increasing levels of corporate social responsibility initiatives and an express desire of
giving back to the community among the affluent sections of the country's population.
In this issue of ASEAN Briefing magazine, we discuss the options available to foreign
nationals and entities for setting up a NPO in Singapore. We begin by introducing the various
forms of NPOs in Singapore. We next focus on the process of registering or incorporating
a Public Company Limited by Guarantee (PCLG), which is the most preferred form of NPO
for overseas nationals or entities in Singapore. We finally discuss the specific tax obligations
of NPOs and incentives that are on offer for them in Singapore.
We hope this issue will enable you to take more informed decisions related to the setting
up of your NPO in Singapore.
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Forms of Non-Profit Entities
in Singapore
By Dezan Shira & Associates
Editor: Zhorea Shara Garcia

In this chapter, we will briefly introduce the
various forms of non-profit organizations
(NPOs) in Singapore, also known as
charities or voluntary welfare organizations.
Foreign nationals, who are seeking to
set up a NPO in Singapore must first and
foremost decide the type of non-profit
entity they wish to register. The size and
structure of the intended organization and
its source of funding may become key
determinants when choosing the type
of non-profit organization to register in
Singapore.
Broadly, foreign nationals may choose from
any of the following three types of NPOs:
• Public Company Limited by Guarantee
(PCLG)
• Society
• Charitable Trust

Public Company Limited by
Guarantee (PCLG)
A PCLG may be set up without any share
capital for the purpose of carrying out
non-profit activities. Hence, a PCLG consists
of only members and no shareholders. The
members, however, must guarantee to
pay a predetermined amount of money to
cover the entity’s liabilities in the event that
it is dissolved at a later date. At the time of
incorporation in Singapore, a PCLG’s name
must be suffixed with the word “Limited”.
However, post-incorporation, this suffix
may be removed on the condition that the
entity will not distribute profits among its
members, and after prior approval of the
relevant regulatory authority.

Society
At least 10 persons are required for the
setting up of a Society, which is regarded
as a club, partnership or association of
its members. While a Society may be the
easiest to set up, it may be difficult for it to
rely on external donations and funds. This
is because external donors often prefer a
more formal business structure such as
the one provided by a PCLG. So a Society
is best suited for small community-based
groups which are deeply-embedded in the
community in which it operates. However,
a Society does not have a legal entity
status of its own and is constituted by its
members, who own all liabilities.

PROFESSIONAL SERVICES
Dezan Shira & Associates can advise on the incorporation of your
non-profit entity in Singapore. For a free consultation, please email
singapore@dezshira.com or visit our website www.dezshira.com
EXPLORE MORE
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Charitable Trust
A Charitable Trust is named so after the
“trust deed” or the written document that
outlines the entity’s arrangement whereby
an owner of property or funds hands
over the rights to administer the same
to a group of persons called the trustees.
The trustees manage the assets for the
benefit of some other persons, who are
the beneficiaries, or for a stated goal or
objective.
In this magazine, we will mainly focus on
the process of registering or incorporating
a Public Company Limited by Guarantee
or PCLG.

How does a PCLG differ from a
Society or a Charitable Trust?
A PCLG has no share capital and carries
out non-profit-making activities tied
to national or public interests, such as
promoting art, charitable causes, etc.
It is generally engaged in non-trading,
charitable, religious, scientific or artistic
activities that benefits the public. On the
other hand, a Society is basically a club,
company, partnership or association. It is a
membership or volunteer-based business
structure which does not depend heavily
on donations or external funding due to its
strong community links.

A Charitable Trust is the most timeconsuming and expensive to establish.
Although, setting up a Society is said
to be quick, easy and inexpensive,
donors prefer more formal business
structure arrangements such as a PCLG.
Furthermore, the latter enjoys restricted
members’ liability which makes the
members less exposed to liability issues
compared to a Society. But both PCLG and
Society must apply for a Charity status to
acquire full tax exemption.
Nevertheless, NPO registration as a PCLG
is still the most preferred form of entity
practically due to its limited liability. This
means that it may sue or be sued in its
own name, and the members will be
protected from any liabilities incurred.

RELATED NEWS

Singapore’s 2019 Budget: Key Highlights
By Piet Flintrop
ASEAN Briefing News
Singapore’s 2019 budget was announced on February 19 this year. With probably an eye on elections, which are likely to be
held in early 2020, social provisions for the elderly and increased military spending find center stage in this year’s budget.
Incentives for businesses were not the key focus of this largely society-driven budget. “The 2019 Singapore Budget focusses
on security and shows that the government is taking a deliberate approach to expediting digital skills and re-skilling the local
Singaporean workforce with less reliance on foreign workers’, said Paul Dwyer, who leads the International Tax and Transfer
Pricing practice at Dezan Shira & Associates. In this article, we present key highlights from the budget and outline their
potential implications for businesses.
READ MORE
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How to Set Up a Public Company
Limited by Guarantee
By Dezan Shira & Associates
Editor: Zhorea Shara Garcia

It should be noted that the structure of
PCLGs is not suitable for members who
seek a return on their investments through
payouts such as dividends because it
is prohibited from paying dividends
or distributing surplus to its members.
Instead, such surplus is to be used to
advance the ‘non-profit’ objectives of the
entity.

How to incorporate a PCLG

On the other hand, incorporating a PCLG
serves several benefits to an organization
including limited liabilities as mentioned
as well as tax benefits. Thus, the first step
to setting up this form of company is to
register a new company name and then
incorporate a PCLG. It is advisable to use
professional assistance to register with the
Accounting and Corporate Regulatory
Authority (ACRA) under the Singapore
Companies Act.

• Name of the company, the number
of members, and the amount each
member has guaranteed to pay in the
event of winding up. The company
name must include term ‘Limited’ as a
suffix in its name.
• Clear objectives where it must be
stated that it is exclusively charitable
or be of benefit to the community.
• Statement that the liability of the
members is limited.
• Minimum of three persons to act as
trustees and two of them must be
Singapore citizens or permanent
residents; their duties and terms of
office must be clearly defined.

The approval of the company name may
take up to 14 days or more depending
on the circumstances whereas the
incorporation may take at least 15 minutes
after payment of all fees. The fee to
reserve the company name is S$15 and
registration fees for PCLGs are S$300.
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The following steps are needed to establish
a PCLG in Singapore:
1. Lodge a Memorandum and Articles
of Association (M&A) in order to register
the company. The M&A must include the
following details:

2. Apply for relevant licenses for
regulatory compliance at the time

of registration with ACRA. Visit the
LicenseOne website to apply.
3. Audit requirements
• An auditor must be appointed within
three months of incorporation.
4. Statutory Compliance
• A company secretary must be
appointed within six months of
incorporation.
• Annual general meeting and audits
must be held without fail.
• Annual returns with ACRA must be
filed seven months after financial year
end.
• Tax returns to be filed on 15th
December each year.
• Public disclosure obligations and
statutory control imposed by
theSingapore authorities must be
followed.
5. GST Registration Requirements
• It is mandatory to register for GST
if annual taxable supplies exceed
S$1 million, even if company is
substantially involved in non-business
activities.
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Dissolution of a PCLG
Aside from ensuring that amendments
to the M&A are approved by the
Commissioner of Charities or the
respective Sector Administrator, the
company must also guarantee that the
M&A underlines the circumstance within
which the company can be dissolved.

More importantly, any of the PCLG’s
remaining funds and/or assets after
dissolution cannot be distributed to its
members. The remaining funds and assets
after the settlement of debts and legal
responsibilities should be given to other
charitable groups or charities with similar
objectives. The company may then be
eligible to apply as a charity status after
three months of incorporation.

Comparison: Public Company Limited By Guarantee Vs A Private Limited Company
Public Company Limited by Guarantee

Private Limited Company

Nature of business

Carries out non-profit making activities
that have some basis of national or public
interest, such as for promoting art, or charity
etc.

Carries out profit making activities

Members

Minimum one member. Member(s) can
be a corporate entity or individual, local or
foreign.

Minimum one shareholder, maximum 50 shareholders. Shareholder(s)
can be a corporate entity or individual, local or foreign.

Personal Liability of the
Members for Liabilities
Incurred by the
Organization

Limited to amount guaranteed, minimum
of SG$ 1

Limited liability to the shareholders up to the share capital contributed

Share Capital

N/A

Minimum share capital SG$ 1

Distribution of Profits

In a ‘non-profit’ organization, the surplus is
never distributed to the individual members
of the group. Instead any surplus must be
used to further the non-profit objectives of
the group.

The profit may be distributed to the group’s owners or to individuals,
members or shareholders.

Audit Requirements

Cannot be exempted from audit and must
appoint an auditor within three months of
incorporation.

Must appoint an auditor within three months of incorporation.
Exempted from audit if:
(a) it is a private company in the financial year in question; and
(b) it meets at least two of the following three criteria for immediate
past two consecutive financial years:
»» (i) total annual revenue ≤ S$10m;
»» (ii) total assets ≤ S$10m;
»» (iii) no. of employees ≤ 50.
For a company that is part of a group, the entire group must fulfil
two out of the above three criteria on a consolidated basis for the
immediate past two consecutive financial years.

Statutory Compliance

Statutory Compliance

1. Must appoint a company secretary within six months of incorporation
2. Annual returns to be filed seven months after financial year end
3. Tax returns to be filed on 15th December each year
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Tax Treatment of Non-Profit
Organizations in Singapore
By Dezan Shira & Associates
Editor: Piet Flintrop

This chapter focuses on the specific
tax obligations of NPOs and incentives
that are on offer for them in Singapore.
Charity Status or status as Institution of
Public Character (IPC) provides non-profit
organizations with additional advantages.
Nonetheless, to be treated under these
schemes an organization needs to
apply to the Singapore authorities after
establishment.
General tax exemptions for the PCLG and
the Society are the same. Both are exempt
from income tax if 50 percent or less of the
gross revenue are generated through its
Singapore members that are entitled to
tax-deduction. If more, only the income
generated by Singapore members will be
subject to 17 percent corporate income tax.
However, any income by non-members is
subject to income tax irrespective of the
above stated rules. The corporate tax rate is
17 percent unless granted charity status.

Tax Obligations of a PCLG
The PCLG is the most popular form of
establishing a non-profit organization in
Singapore as it entails a legal personality.
A PCLG can benefit from the exemption
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scheme for new start-up companies.
Established companies profit from 75
percent exemption for the first S$ 100,000
and 50 percent for the subsequent S$
200,000. The law will be revised and
companies established in or after 2020 will
benefit only for the next S$ 100,000.
Despite non-profit activities if the annual
taxable supply value of the charity exceeds
or is expected to exceed S$ 1 million, the
organization must register for Goods and
Service Tax (GST). Grants, donations and
sponsorships without benefits in return
do not attract GST. The rates vary between
0 percent and 7 percent. Taxable supplies
by non-profits may for example be school
fees, program fees and proceeds from the
sale of donated goods. Exempted supplies
could be interest received from bank
deposits, proceeds from sale of shares,
bonds and unit trusts, rental income,
and proceeds from the sale of residential
properties.
Paid input tax for non-business activities
is normally unlikely as for business
operations, non-refundable as the final
supply is tax-exempted. However, there are
two exceptions. First, input tax must not be
paid if the sector is listed under regulations

33 of the GST Regulations. Second, under
the de minimis rule, if the value of exempt
supplies in any accounting period does not
exceed S$ 40,000 per month on average
and 5 percent of the value of total supplies.
If making payments to non-tax resident
individuals or corporate entities,
withholding tax applies. These rates
may change under a double taxation
agreement.
• Interests (15 percent)
• Royalties (10 percent)
• Payment for use of scientific or
technical knowledge (10 percent)
• Rent on movable properties
(15 percent)
• Technical assistance and service fee
(17 percent)
• Management fee (17 percent)

Additional Tax Benefits Of A
Company Limited By Guarantee
That Carries On A Trade Or
Professional Association
1. Satisfaction of 50 percent requirement
If more than 50 percent of its gross
revenue receipts by way of entrance
fees and subscriptions from Singapore

8

Tax Treatment of Non-Profit Organizations in Singapore

Comparison of Tax Obligations of A Public Company Limited By Guarantee and A Private Limited Company
Public Company Limited By Guarantee

Private Limited Company

Corporate Tax Rate

17 percent

Tax Basis

Taxed on a territorial basis. Only Singapore-sourced income are taxable. Foreign sourced income (branch profits, dividends,
service income, etc) will be taxed when it is remitted or deemed remitted into Singapore unless the income was already
subject to taxes in a jurisdiction with headline tax of at least 15 percent.
Partial tax exemption Scheme:
75 percent tax exemption on first S$10,000 of chargeable income; 50 percent tax exemption on next S$190,000; or

Tax Exemptions and
Incentives

New Start-up Exemption Scheme:
75 percent tax exemption on first S$100,000 of chargeable income; 50 percent tax exemption on next S$100,000 of
chargeable income
The entity is liable to withhold taxes on the following payments, if the such payments are made to non-tax resident
individuals or corporate entities:

Withholding Tax

Dividends:
Interest:
Royalties:
Technical assistance and service fees:
Rent on moveable property:
Management fee:

Exempt
15 percent
10 percent
17 percent
15 percent
17 percent

The withholding tax rates may be reduced under a double taxation treaty.

GST Registration
Requirements

Mandatory to register for GST if annual taxable supplies
exceed S$1 million, even if company is substantially
involved in non-business activities.

Mandatory to register for GST if revenue:
(a) at the end of any calendar year after 1 Jan 2019 is more
than S$1 million; or
(b) in the current quarter and past 3 quarters is more than
S$1 million

Clear distinction between business and non-business
activities.
Definitions

Business activities: Charging nominal fee for public event.

Clear distinction between the geographical location on the
sales of goods and services provided.

Non-business activities: Free or subsidized public activities
and events. The subsidized amount relates to the nonbusiness element.
When receiving grants, donations and sponsorships but do
not provide any benefits in return, these amounts do not
attract GST. Therefore, GST is not required to be charged.
Charging Output
GST

When benefits are provided in return, to the persons
providing grants, donations and sponsorships, GST is
charged at the prevailing tax rate on the open market value
(OMV) of the benefits.
If the OMV is not available, GST is accounted at a tax fraction
(e.g.7/107) on the amount.
Claiming of input tax is allowed if the company incurs the
input tax for business purposes.

Claiming Input GST

Input tax incurred for carrying out non-business activities
cannot be claimed.
Input tax incurred for carrying out subsidized activities
cannot be claimed in full. Can only claim the input tax
incurred for business purpose to make taxable supplies.
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Standard-rated: GST is charged at the prevailing rate
of 7 percent on all sale of goods and services made in
Singapore.
Zero-rated: For export of goods and provision of
international services, GST is charged at 0 percent.
Exempt: Sale and lease of residential properties and
provision of financial services are exempt supplies.
Claiming of input tax is allowed if the company:

-- has all the supporting documents in order (e.g.
invoices, import permits)
-- the input tax is directly attributable to taxable
supplies
-- the input tax claims are not disallowed under
Regulations 26 and 27 of the GST Regulations
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members1, the entity will not be deemed
to be carrying on a business. The entity
will only be liable to tax on income from
other sources.
If less than 50 percent of its gross
revenue are by way of entrance fees and
subscriptions from Singapore members1,
the entity will be deemed to be carrying
on a business. The entity will be taxed
on operating surplus in addition to the
income from other sources.
2. Requirements to be fulfilled
• It must be set-up for non-profit
purposes, and if the company derives
any surplus, it must be used to carry
out its non-profit objectives;
• It exists for the sole purposes of
benefiting its members and is
operated exclusively for the same
purpose for which it was organized;
• The contributors to the common fund,
as a class, should be identical to the
participators in the mutual surplus;
• There must be arrangements which
entitle the contributors to the
common fund to control it; and
• The constituent documents must
prohibit the company limited
by guarantee from making any
distribution, whether in money,
property or otherwise, to its members.
3. Application to enjoy tax treatment as a
Trade or Professional Association
In order to obtain approval to which
the tax treatment above would be
applicable, a company limited by
guarantee that carries on a trade or
professional association must make an
application in writing to the Comptroller
of Income Tax for such approval.

1

In the event the application is rejected,
the entity will be taxed as per a private
limited company in Singapore. DSA can
provide assistance for the application
to enjoy the tax treatment as a trade
or professional association as a public
company limited by guarantee.

Charity Status
In order to benefit from further tax
incentives, a PCLG can apply to be
treated under Charity status, which holds
several advantages for non-profits. PCLGs
as well as CTs, and Societies can apply for
this special status within three months
after their establishment through the
Charity Portal. The charitable purposes
can be classified as follows:
•
•
•
•

The relief of poverty;
The advancement of education;
The advancement of religion; and
Other purposes beneficial to the
community.

Other purposes contain recognized
reasons like the advancement of health,
citizenship or community development,
arts, heritage or science, environmental
protection or improvement, relief to
people in need or animal welfare.
When filing for recognition as a Charity
the following provisions must be met in
order to be eligible for the special status.
• The purposes are exclusively
charitable.
• The organization has at least three
governing board members, two of
them Singapore citizens or permanent
residents.
• The purposes or objectives are wholly
or substantially beneficial to the
Singapore community.

Once registered under charity status the
organization enjoys automatic income
tax exemption. Further, the status as
Charity opens ways for receiving funds as
it is a very representative status for grant
providers. Charities are exempt from
property tax as well if the respective
property is used for charitable purposes
for social development in Singapore by
approval of the Comptroller of Property
Tax. However, the status does not come
without strings attached. Charities must
comply with specific rules guided by
the Code of Governance to ensure the
charitable purpose. They must:
• Submit financial statements and an
annual report;
»» audited for Charities with annual
turnover of more than S$ 250,000;
»» audited for PCLG’s as they fall under
the Companies Act;
• Submit an annual report;
• Maintain accounting records for a
minimum of five years;
• Disclose fund-raising information
online (when annual turnover exceeds
S$ 500,000).

Institution of Public Character
Status
Organizations applying for the IPC
scheme must already be approved as a
Charity in Singapore. IPC status grants
the organization permission to receive
tax-deductible donations. It is exclusively
granted to organizations that provide
service to the community of Singapore
as a whole without regard to race, creed,
belief or religion.
Examples of entities that may be
considered under the IPC scheme are:

Singapore members comprises of:

(a) Persons, other than companies, residing in Singapore;
(b) Companies incorporated in Singapore (excluding branches of offices located outside Singapore); and
(c) Branches or offices of companies incorporated outside Singapore that are located within Singapore

Asean Briefing · Issue 14 · May 2019
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• A non-profit hospital;
• Authority or society working or
researching for the prevention or cure
of disease of humans;
• Non-profit educational organizations;
• Public or private funds for scholarships;
• Non-profit organizations engaged
or connected in the promotion of
culture, arts or sports;
• Other charities that are exclusively
working for a charitable purpose.

Art donations by corporate or individual
sponsors to a museum approved with
the National Heritage Board (NHB)
are tax deductible. Artefact donations
must be considered worthy for the
collection by the NHB. Under the Public
Art Tax Incentive Scheme (PATIS) money,
sculptures or public art works can be
donated. The donor needs to apply
to the NHB to assess the value of the
donated sculpture or work of art.

When granted with IPC status,
the compliance requirements for
organizations increase as follows. The
organization must in addition:

Land and building donations are
available for corporate and individual
donors with tax exemption as well. After
valuation by the revenue authority the
evaluated amount is eligible for tax
deduction. All donations to IPCs are
exempted from stamp duty and estate
duty.

• Submit audited financial statements
and an annual report;
• Issue tax deduction receipts to donors
when receiving such donations;
• Maintain a donation record;
• Post financial and non-financial
information online;
• Submit a report on annual return on
donations;
• Have an independent control body.

Tax Deductible Donations
Once registered as a charity under the
IPC scheme, the relevant organization
is eligible for tax deductible donations.
Corporate and individual donors are
allowed to donate cash to charities
with IPC status and receive tax
exemption. The donation, however,
must have no commercial value which
is the case when the benefit is given in
acknowledgement of the donation and
has no resale value. Donations made to
grant making charities are tax-deductible
as well.
Individual donors can donate shares
as well. The value at the date when
the share is legally received by the
organizations counts, which makes
donations of options and shares with
restrictions on holding periods not
eligible. Share donations to IPC’s are
exempted from stamp duty.
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Tax deduction of donations is currently
set at 250 percent of the donated
amount. Non-tax-deductible donations
are for example ones where the donor is
benefiting of the donation by displaying
their banners or products at the event,
facility or program by the receiving
organization. Additionally, donations
made for “foreign charitable purposes”
are not tax deductible.

RELATED READING

Payroll Processing and
Compliance in Singapore
ASEAN Briefing Magazine
June 2017
In this issue of ASEAN Briefing,
we discuss payroll processing
and reporting in Singapore
as well as analyze the options
available for foreign companies
looking to centralize their ASEAN
payroll processes.

AVAILABLE HERE

In general, non-profit organizations
in Singapore benefit vastly from
government incentives given even
without special status. However,
applying to become a charity is for any
non-profit organization the right step
for benefiting from major tax incentives.
With charity status, for example, the
organization is automatically exempt
from income tax payments. However,
charities can apply to go under the IPC
scheme as well which allows them to
accept tax-deductible donations by
individuals and corporate sponsors.
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