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Recent changes to the Supplemen-
tary Retirement Scheme (SRS)
have made it fairer to those who die
prematurely or suffer terminal ill-
ness, addressing some of the criti-
cisms raised by the public.

Under the Income Tax (Amend-
ment) Bill tabled in Parliament last
week, tax exemptions will be grant-
ed to withdrawals of up to
$400,000 from the SRS account on
the death or terminal illness of the
member.

BEFORE THE CHANGE
Let’s assume an SRS member has
$400,000 in his account. When he
hits 62 or the prescribed retirement
age, he can withdraw up to
$40,000 a year from this account
tax-free, assuming he has no other
taxable income.

This is because only half of the
$40,000 a year that is withdrawn is
taxable and the first $20,000 of
chargeable income is not taxed.

This means he can withdraw up
to $400,000 tax-free over a maxi-
mum period of 10 years.

In this example, he makes his first
withdrawal of $40,000 and the
same amount in each subsequent
year. After year four, he would have
withdrawn $160,000 and have
$240,000 left.

Assuming this member dies in
year five without having made any
withdrawal that year, it would be
deemed that $240,000 was with-

drawn in one go upon his death. As
such, half of $240,000 that is with-
drawn would be taxed – which
works out to $120,000 – based on
the tax rate applicable to him for
the year of deemed withdrawal.

AFTER THE CHANGE
In the same scenario, the remaining
SRS balance of $240,000 that is
deemed withdrawn would not be
taxed. This is because the full ex-
emption is $400,000 and, after tak-
ing into account the withdrawn
sum of $160,000, the tax-exempt
sum comes up to $240,000.

But if his remaining SRS balance
is more than $240,000 in year five,
half of the amount in excess of
$240,000 will be subject to tax.

Essentially, the change is not to
penalise the estate due to the
member’s premature demise.

The Ministry of Finance (MOF)
says it periodically reviews the SRS.
A spokesman said: “The change en-
sures that SRS members who
passed away or made a full with-
drawal on the grounds of terminal
illness, before completing their SRS
withdrawals over a 10-year with-
drawal period, would not be unduly
disadvantaged.”

Affected members who have not
started the 10-year withdrawal peri-
od will enjoy the full tax exemption
on $400,000. Otherwise, the ex-
empted amount will be adjusted
based on prior withdrawals, includ-
ing the number of years remaining
in the 10-year withdrawal period.

The change takes effect from
year of assessment 2016, which ap-

plies to SRS withdrawals made in
the whole of last year.

The SRS was set up in 2001 as a na-
tional voluntary scheme that com-
plements the Central Provident
Fund (CPF) by giving individuals an
incentive to save consistently for re-
tirement, while also enjoying tax
benefits.

Mr B.J. Ooi, partner and head of
global mobility services at KPMG
Singapore, applauds the initiative
but says the $400,000 threshold
should be reviewed regularly, given
increases in the cost of living over
time.

He suggests that MOF consider al-
lowing taxpayers to enjoy tax relief

for contributing to the SRS ac-
counts of their family members,
similar to CPF cash top-ups.

Mr Ooi adds that the contribution
rate to the SRS should be pegged at
15 per cent of the CPF total wage
cap for citizens and PRs but 35 per
cent for foreigners. “It may be
worthwhile increasing the contribu-
tion rate to mirror the current CPF
rates (that is, 37 per cent, made up
of 20 per cent employee plus 17 per
cent employer).”

Mr Ling Seng Chuan, head of de-
posits at OCBC Bank, recommends
that customers make regular
monthly contributions to their SRS
accounts and at the same time bene-

fit from tax savings.
“We also recommend customers

to withdraw from the SRS after the
statutory retirement age, as 50 per
cent of the amount withdrawn is
taxable, and spread out the with-
drawals over a course of up to 10
years,” says Mr Ling.

The take-up for the scheme has
been gradual since it was created.
As at December 2014, there were
105,483 SRS member accounts.

This year, the annual SRS contri-
bution cap has been raised to
$15,300 for Singaporeans and PRs,
and $35,700 for foreigners.
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Like Ms Chee, Mr Wang told the
advisory panel that he wants some
exposure to the healthcare sector,
so Raffles Medical is one of six do-
mestic shares in his portfolio.

Panellist Phoon Chiong Tuck not-
ed that the choice of retail corpo-
rate bonds available in bite-size
lots of $10,000 or less is fairly limit-
ed in Singapore.

However, the list is likely to grow
this year, given the upcoming
framework that allows issuers to
do away with the need to issue a
prospectus – which requires time
and effort to prepare – to offer
bonds to retail investors. It will also
be possible to break up bonds into
denominations of as low as $1,000.

“The short list of bonds poses
two problems – the lack of diversifi-
cation, and the related problem of
being forced to the riskier issues if
one wants to spread the credit risk
around several issuers,” said Mr
Phoon. “The portfolio of bonds se-
lected for Mr Wang reflects the bet-
ter credits offering a decent yield.”

There are two bank perpetuals in
Mr Wang’s simulated portfolio.

Mr Phoon said the bank perpetu-
als, which are trading above par,
still offer a good yield of 3.5 per
cent to 3.8 per cent. However, they
run the risk of being called prema-
turely before their first call dates
due to some clauses in the prospec-
tuses that give the banks this right.

The panel thinks the banks are un-
likely to do this and would redeem
the bonds on their first call dates.
The bank perpetuals are offered in
minimum sizes of $10,000, so they
may not be accessible to smaller
portfolios wanting diversification.

The panel cautioned that not all
perpetual securities are the same.
Investors should note that there is
no fixed date for redemption –
when the company will return the
initial investment to the holder –
for some perpetuals.

So if investors want to get their
capital back, they will have to sell
their bonds on the open market,

but the spread or difference be-
tween the buying and the selling
price is likely to be fairly large.

Another risk is that these perpet-
uals may fail to make their regular
payouts or choose to defer payouts.
Still, the distributions are cumula-
tive for some perpetuals, which
means investors are entitled to any
missed distributions, plus interest
on those payments, during a future
payout.

As perpetuals rank higher than
ordinary shares, dividends on per-
petuals must be paid first before
dividends can be declared on ordi-
nary shares. As local banks like
DBS and OCBC have good track
records of paying dividends on ordi-
nary shares, retail investors are as-
sured that they will pay dividends
on the perpetuals.

There are a number of bond ETFs
on the Singapore Exchange (SGX).
These offer exposure to specific
bond markets or indices. The panel
has selected the iShare JP Morgan
USD Asia Credit Index as this offers
exposureto an index made up of a di-
versifiedpool of issuers that includes

sovereigns, investment-grade as
wellas high-yield issuers thathaveis-
sueddebt inUS dollars.

At the appropriate time, inves-
tors keen on more risk can switch
into the high-yield version of the
ETF (ishares Barclays Capital USD
Asia High Yield Bond Index ETF).
There is the element of US dollar
risk implicit in the ETF as the under-
lying bonds are US$-denominated.

Mr Phoon added that retail inves-
tors can look beyond what is availa-
ble on the SGX – to bond unit trusts,
for example. Like ETFs, these offer
exposure to an area of bonds
through a diversified portfolio.

The panel is targeting annualised
returns of 4 per cent to 6 per cent a
year for Mr Wang’s portfolio.

• The first seminar on the Save &
Invest Portfolio Series is on Feb 20
from 9.30am to noon at SGX. Please
visit www.sgx.com/academy to
register. Meanwhile, you can check
out www.youtube.com/SGXchannel
for a tutorial on ETFs.
• Please send your queries on this
series to lornatan@sph.com.sg

The SRS was
set up in 2001
as a national
voluntary
scheme. It
complements
the CPF by
giving
individuals an
incentive to save
consistently for
retirement, while
enjoying tax
benefits.
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Mr Ling Seng
Chuan of OCBC
recommends
withdrawing
from the SRS
after the
statutory
retirement age,
as 50 per cent
of the amount
withdrawn is
taxable, and
spreading out
the withdrawals
over 10 years.
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Date 30th & 31st January 2016 (Sat & Sun)

Time 11am – 7pm

Venue The Regent Hotel, Grange Room, L2

Address 1 Cuscaden Road, Singapore 249175

- Daily presentations conducted throughout the day on the Perth market

- Mortgage finance experts will be in attendance

Exhibition Weekend
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on the investment beforehand. We obtained the information above from sources we believe to be reliable. However, we have not verified its accuracy and make no
guarantee, warranty or representation about it. It is submitted subject to the possibility of errors, omissions, change of price, rental or other conditions, prior sale, lease
or financing or withdrawal without notice. We include projections, opinions, assumptions or estimates for example only, and they may not represent current or future
performance of the property. You and your tax and legal advisors should conduct your own investigation of the property and transaction. *Prices are correct at time of
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Your Contact

Dessmond Lai +65 9005 1618
CEA Reg. No: R028393F
dessmond.lai-sp@cbre.com.sg

Valencia Leung +65 9170 2322
CEA Reg. No: R017116Z
valencia.leung-sp@cbre.com.sg

Elaine She +65 9029 9327
CEA Reg. No: R031231F
elaine.she-sp@cbre.com.sg

Perth,Western Australia

- Sleek new 33 storey residential tower on Stirling St, Perth
- Short walk from Perth’s central business district
- World Class resident’s facilities which include concierge

service, swimming pool, gym, sauna, BBQ area, library
and the permaculture rooftop garden

- Intelligent energy-monitoring systems
- Freehold

Prices from $410,000*
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Withdrawals of up to $400,000 now get tax exemption
upon the death or terminal illness of the member

What’sNew

Fair shake for
SRS members
with rule tweaks

Mr Wang Moo Kee’s simulated portfolio

Domestic
equities (30%)

Global ETFs (10%)

Reits ( 10%)

Bonds (50%)

Asset class

OCBC 
Raf�es Medical
SATS
Singapore Airlines
Singapore Exchange
Singtel
DB x-trackers Euro Stoxx 50 UCITS ETF 
DB x-trackers FTSE China 50 UCITS ETF 
DB x-trackers MSCI USA Index UCITS ETF
SPDR Gold Shares
A-Reit
CMT
CMA 3.8% Jan 22
CMT 3.08% Feb 21
DBS 4.7% Perpetual (Call Nov 20)
FCL 3.65% May 22
iShares Asia Credit Bond ETF
OCBC 5.1% Perpetual (Call Sept 18)
Singapore Savings Bonds

Security
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NOTES:
• As the Portfolio Series is intended for illustrative and educational purposes only, it will not 
involve actual money, investments or solicitation of funds for actual fund management by 
CFAS or the advisory panel.
• You are advised to seek independent �nancial or other professional advice for your own 
investments.
• CFAS and the advisory panel may provide information and recommendations on 
investments which they have an interest in.
• All views or recommendations made by the advisory panel are to be attributed to CFAS.

Age: 61
Investable sum: $400,000

Total:

Little risk
and stable
income
with bonds
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