GI®balise

Financing Solutions for Your Business

Insights to SME Financing

From the Venture Capitalilst
Perspective

9 March 2010

By
Mr. Wee Chin Chuan
Oriel Management Consulting Pte Ltd
Email: ccwee@orielgroup.com
Mobile: +65 97351298

Oriel Management Consulting © 2010 We grow with you


http://www.sicci.com/

Presentation Objectives

This Presentation:

A Provides an insight to the key considerations on
how lenders and investors evaluate a business

filnance opportunity

A Challenge participants to critically evaluate how
they have been raising capital in the past, and
what areas can be improved to increase success

In their fund raising efforts in the future
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Presentation Highlights
A Expectations Gap i Funders & SMEs
A Financing Different Stages of Business
A Some Misconceptions

A Top 10 reasons why SMEs fail to obtain
financing
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Successful Financing Is managing
Expectations Gap effectively

Suppliers of funds
Government
Equity investors
Bank (Loans)
Large Corporations
(Strategic investors)

}
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Demands for funds

Working Capital
Project Finance

1

Govt

Catalyst

Loans: 50% loan guarantee to banks (S$8.4B) 2010-2011
Equity: Co-financing with Fund Managers (S$1.5B) 2010-2020
SG Exim Bank: Investment & Trade Credit Guarantees
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Financing Different Stages of Business

N’

I I 1] \Y, V

Stages of Ideato Early Market Rapid Growth Harvest
Business| Prototype| Commercial | Acceptance| fOrganic A xit

Startup ization Growth | AM&A APO

(Domestic) | fGlobalize | Aale of biz

Gowvt Grants SEEDS 1:1 Govt Growth Capital 1:1 Yes
Funds(*) Tax Incentives EXIM Bank
Angel Very Few Few Yes Yes Yes (Many)
Funds (PrelPO players
Venture Nil Very Few Yes Yes Yes
Capital Mezzanine
Private Nil Nil Few Yes Yes
Equity OTC Mezzanine
Banks Nil Nil Yes Selective Yes

Remarks: Details on www.business.gov.sg

Source: Oriel Management Consulting
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Budget 20101 Impact on SME financing

Business Angel Tax
iIncentive (*)

(50% deductible on min
investment of S$100k)

Start-ups Growth Globalize
Bank LEFS SRI IFS
Loans (Up to 70% loan guarantee) | | |S/LIS+ (80% loan guarantee)
(50%-75% loan EXIM Bank (*)
guarantee)
Equity SEEDS 1:1 (*) 1:1 Co-financing

with financial institutions funds

Remarks (*): (*) New Initiative under Budget 2010 announced on 22 Feb 2010

LEFS: Local Enterprise Financing Scheme

SRI: Special Risk Sharing Initiative launch on 1 Jan 2009 (end Jan 2011)

IFS: Internationalization Finance Scheme

EXIM: Export-Import Bank

SEEDS: Startup Enterprise Development Scheme (SEEDS)

Source: Budget 2010 Speech, IE Singapore, SPRING, EDB

(Iriel Management Consulting © 2010

We grow with you


http://www.sicci.com/

Misconception:
Expenditure over Repayment mindset

Misconception:

My Company seeks $X for marketing,
ableo to repay the money when my |

Repayment Concept:
X+ R%
Capital $X | Business $ ’ Capital

Providers entit Providers
T=0 Y T=35yrs

w Build Strong Credit Historyvith Lenders
>>> Credit must be earned. Not given.

w Build History of Stronqg vet Sustainable Profitability &apital Gaingor
Investors
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Misconception:
Equity is better than Debt?

Equity Debt
Mis- A Easier to obtain A Harder to obtain
Conception |A No need to pay back A Bank goes after you &
A Cheap as no need to pay your family
interest
What it A Harder to secure A Less onerous
means? A Ownership dilution/loss of ~ requirements
control A No ownership
AExpensive to fr e,ﬁjl(yt\i,ogll@ssofcontrol
Investor A Cheaper than Equity
A Expensive dividends (>20%) | A Fixed term creditor
AfiEt ernal <creditloro to biz

Source: Oriel Management Consulting
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Misconception:
Profit iIs enough for Investors?

Year N

0 1 2 3 4[5 >
2L R AR AR
$10k  $50k  $100k  $140k | $200k

Yearly Profits generated Cumulative $500k
$500k / back to investors

___________________________________________________________________________________________________________________________

Operating Profit Track

Capital Markets Track

Company was sold to MNCs or IPO @
10x Yr 5 Earnings = S$2m = 400% ROE => Investor expects Capital Gains!!!
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Value attributed

Misconception:
to Commercialization

Proof of Proof of Proof of Market
Stages : :
Concept Functionality Acceptance
Wrong Expect Sweat & Expect Sweat & Sold one unit is
Conception | R&D expense, R&D expense, considered market
Intellectual Intellectual Property, | acceptance
Property to be Test reports can be | Sold to relative or friend is
recognized as recognized as equity | market acceptance
equity T unrealistic | T unrealistic
valuations valuations
What it Little or no value is | Little or no value is Value is only recognized
means? attached to IP, attached to IP, R&D, | when product achieves
R&D, etc etc market traction or
acceptance by large
MNCs or government
clients

Source: Oriel Management Consulting
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Why Biz Owners fail to secure $?

1. Lack of credi bBMan tsehaoow )i On e

2. Poorly drafted/No Business plan

-l nconsi stencies & Anegativeo surprises
- Fail to articulate how the money is to be repaid to funders eventually

3. Fl ooding mar ket with business pl &
-Present to the Awrongo peopl e

4. Mismatch in Expectations between Funders and Business owners

- Biz owner puts nothing or very little investment but demand majority control
-Business ownerso6/directorsdé refusal to p

5.  Weak company financials: overgearing, undercapitalized
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Why Biz Owners fail to secure $?
>>> Poor Credit Profiles of Business/ Owners

A Independent Credit Report on Company
I From D&B Infocredit or DP Credit Bureau

Alndependent Credit Reports on
other companies

T From D&B Infocredit or DP Credit Bureau

A Personal Credit Reports on Directors
I From Singapore Credit Bureau

Source: Oriel Management Consulting

(Iriel Management Consulting © 2010 We grow with you


http://www.sicci.com/

Check on Company Profile

Company Nams : XXX CORPORATION LIMITED gOBgJLN .
Registration Number . 2007XNNNNKA £11-06 CENTRAL - SO X LF|Director 3/09/2002 + ISINGAPORE P.R.
169480, SINGAPORE
L K K ANW
REGISTRY [#5 HOLLY LAND ROAD g exxxEfsecretary bi/11/2003 | IS INGAPOREAN
[Registration Date . [31/10/1932 278802, SINGAPORE
Company Type : |LIMITED PRIVATE COMPANY
- SHAREHOL DERS
Registerad Address : |5000 ALBERT STREET, #100-00 ——
)‘4')5)( CENTRE, - iShareholder Name / ,?a Y @G Share Type T No. of
123456 \IAddress Identity v yp oy Shares
SINGAPORE No.
Change Address Date . |o1/08/2005 [AnA BBB CCCC
- ALAN LOMBOK MENTENG
|SeiEn, £EiS : LIVE AKARTA PUSAT M555XX  |SINGAPOREAN ORDINARY ELTARCRE b, 500,000
Status Effective Date : |31/10/1932 JAUCKLAND -
Registered Activities Q:EEPORT & EXPORT ACTIVITIES)- AT L
- k X¥Z ROAD ) SINGAPORE
Auditor ~|aBC o oD SXXXX070ASINGAPOREAN IORDINARY LA 2,500,000
Account Date s |31/12/2004 - 125652,SINGAPORE
Date of Last AR : |os/o4/2005 goTog LN EN e INGARORE
Date of Last AGM : 30[}03[}2005 #11.06 CENTRAL - SHH XXX XIFSINGAPOREAN IORDINARY DOLLAR 1.000.000§
169480, SINGAPORE
Amalgamated with ¥YY PTE LTD (2007XXXXXK), ZZZ PTE LTD (100XXXXXXZ) to form XXX ZZZ SINGAPORE L AND ROAD e NGAPORE
LTD. {IXXXXXXXXXK) with effact from 15/05/2006 S0X XK XE[SINGAPOREAN IORDINARY DOLLAR 1,000,000
278802, SINGAPORE
SHARE INTERESTS IN COMPANIES
CHANGE OF COMPANY NAME CAPITAL T
Previous Name Chan§e Date l . Capital No. Of LT bR Owned SHEE
XX SINGAPORE LTD 03/02/2006 Capital Category Currency Amount Shares 777 TRADING 99.91 IIvE
SINGAPORE | XXX HOLDINGS 25.81 DISSOLVED MEMBERS VOLUNTARY WINDING UP
[SSUED,ORDINARYE o Ve 15,000,000.000 7,000,000 FicTon T e
PAID- ISINGAPORE . FACTOR 100.00 LIVE
UP,ORDINARY  jpoLLar  13:000,000.00 - Z FACTOR 03.20 Ve
TREASURY [SINGAPORE i XXX INVESTMENT HOLDINGS 100.00 N LIQUIDATION MEMBERS VOLUNTARY
SHARES DOLLAR 100,000 NINDING UP
OFFICER(S) / OWNER ; - REGISTERED CHARGES
Director Name [ dentity Le ppointment |Cessation q o ?w Status of
Address No. LT Date Date [rationatity rges Company | currency | gorred sefaction
[AAA BBB CCCC A BANK [ 00 F
ALAN LOMBOK 3/08/2000 _|lcCC BANK LTD L .00 [Total Satisfaction
MENTENG JAKARTA M555XX  [Director h1/06/2005 | NEW ZEALANDER 8/09/2000 |BANKING CORP. F 00
_PUS_’AT AUCKLAND - RRRRRR 4/11/1985 |A BANK ggﬁﬁORE 1,000,000.00 [Total Satisfaction
WO AH L AAAA 1/07/1988 |CCC CORP 3 .00 [Total Satisfaction
4 XYZ ROAD : pMMMMM [24/11/1989 |CCCP CORP SINGAPORH, 154 00,00 [rotal Satisfaction
HILL ESTATE 5XxXx0704[12N3dINg 16/10/2000 | SINGAPOREAN IDOLLAR
- Director p INGAPORH } .
- 123652, 000QQ [22/04/1991 |CCP FINANCE E 750,000.00 [Total Satisfaction
SINGAPORE OLLAR

\

Source: Oriel extracts from Credit Reports
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Lawsuit Check on Company Profilei Cont 0d

SUITS / LITIGATION

Def. Solicitor
. . Nature of Claim/ |Def. Solicitor ID _—
Suits | Date Writ|| Status ‘A:m:it“ A et Law Fiem Plaintiff
Def. File Ref.
[MC AAA|[D3/05/1999|CONCLUDED|NEGLIGENCE- - PO ENGINEERING
/ 1999 MOTOR
ACCIDENTS(NOT
INJURIES/DEATH) i
- .00 Writ of
00 Summons
.00 e
[MC BBE|[06/10/2000|PENDING  |[CONTRACTS- AEE COMPANY Litigations
/ 2000 AS AT ENERAL
STATUS  |SGD  22,410.72
DATE .00
.00
.00
S AAA /|[14/03/2001PENDING |NEGLIGENCE- - POCK SOOH 00K
2001 AS AT PROFESSIONAL(NOT]-
STATUS  [INJURIES/DEATH)
DATE .00
.00
.00
.00
WINDING UP
Case No. / Type  |Action Date Act of Bankruptcy Plaintiff Windin g
CWU XXX / 2005 00/09/2005 | Petition for Winding Up  [XXX FINANCE up Petition
(COMPANY WINDING-UP
PETITICON

Source: Oriel extracts from Credit Reports
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Check on Charges on Company Assets

REGISTERED CHARGES

Charge | Amount status of

Charge No 0 Charges Company | Currency | o red | Satisfaction

bOCYXYXYY 12/00/2005 |A BANK ! 00}
Y 03/08/2000 |CCC BANK LTD [ T Liquid Assets:
7777 0B/09/2000 |BANKING CORP. F | 00k Cash
. CINGAPORH, as

RRRRR  04/11/1985 |4 BANK boLlar  |-000.000.00 [T Property
BAAR 01/07,1988 |CCC CORP F | 00 ITtal Sanstactio | Receivabl
" aras . SINGAPORE, _ ecelvanles

MMMM  24/11/1989 [CCCP CORP CoLLar  |2050,000.00 n

. CINGAPORE  __ N
B2/04/1951 |C[F' FINANCE 750,000.00

e Almost ALL
Charge ho. Diate Regisiersd Amount Secured  Charges{s) aSSGtS are
CZD06E 12345 23067006 Al Manies LB BAMKING & FINANCE CORPORATION

LIMITED used up for

:-:ummar,r of Full',r Satisfied Charge(s) collaterals!
E:':;E:tﬂm I::hm'gl No. Charges Amount Secured

TE0AR008  CER412343 ABC BAMEING & FINANCE: CORPOAATION LIMITED

10072008 OCRmd12as ABC BANKING & FAINANCE| CORPORATION LIMITED

OFR005 200212358 HHH BAMNEK

Source: Oriel extracts from Credit Reports

Oriel Management Consulting © 2010 We grow with you


http://www.sicci.com/

Lawsuit Check on Company Directors

Individual Name TAN XXX XXX Individual Name TAN XXX XXX
ID No 5197 2XXXE ID No S1972XXXE
ADDRESS 5000/ 1999 | 08/01/1999 Pending Contracts - Credit Fadilities | Lim ¥eor ¥ DIEF Finance Ltd
Doc. Date - 0.00 S456789E Harris Moo X
e 08/01/1559 - 0.00 DEF & Partners S1111111E
ginga pore 494333' = - 0.00 Lo x Q456 YYY LAW & Partners
- 0.00 Qii11111
Writ of Summans
CURRENT COMPANIES/ BUSINESSES
FEE Ny e | " ppent | STC/L08 g ™ Fax. 2.XXX Office Pte Ltd
Position Case No. Date of Status/ Nature of Claim/ | Def. Solicitor Plaintiff
197400XXXG | XXX Office Pte Ltd | 19/05/1990 3205-0000 - 64562851 | 54662422 Writ Status Date Amount Def. Solicitor ID Pla. Solicitor
Active Directar Manufacturer of Def. Law Firm Pla. Solicitor ID
Plastic Battles, Def. File Ref. Pla. Law Firm
eleing campany Pla. File Ref.
157600XKXM | XXX Associates Pte | 10/01/1994 7379-0200 ] 50 64562851 | 64562422 bC 4011/ 21/05/133 Concluded Contract - Sales of Lim Hooc Kok i Plastics
Ltd Director 5065-0200 1999 3:;. Data Goods S45678%E Williiarm ¥oc Koo
Active Providas computer 26/07/1559 SIM 9,000.00 | DEF & Partners S0000000E
related consulting - 0.00 | - DEA B Partners
sarvices - 0.00 -
Document Remarks
198800X0KG W Investmeant 28/08/1930 5729-9502 - B4562851 | 54562422 NPtice DF
Pre Ltd Director 3085-0000 Digcontinuance
Active 5031-0100 DC 4011/ 21/05/1999 | Concluded Contract - Sales of | Ang X ¥axox XXKK B Partners
Engagad as 1999 Doc. Date Goods L4536 Ang oo Xx
investment holding 26/07/1999 SIN 9,000,00 | ANG B XXX Q45600000
|(lionl"l::hanuas. except _ 0.00 | - A
anks . 0.00 _
- 0.00
PREVIOUS COMPANIES/ BUSINESSES
Reg. No Company Name/Status Appointment CessationDate No. of Shares % Shares Notice of
i Date/ Position _ Discontinuance
19570XXXG ééﬁciaéﬁ"a Pte Ltd g‘;';ocsl:giBBT 10/01/2001 (Litigation information is provided to Infocredit DEE by a third party and may or may not reflect the status and details as at the
time of original filing, &s such, Infocredit DEE is unable to guarantee it is complete, correct or up-to-date and shall not be liable
far any damage or loss that may be causad as a result of any eror, omission or reliance on the information.)

{Information contains in this section is as available in Infocredit D88's database. Whilst every effort has been made to ensure
that the information is complete, correct & up-to-date, Infocredit D&B shall not be liable for any damage or loss that may be
caused as a result of any error, emission or reliance on the information.)

LITIGATION

BANKRUPTCY/WINDING UP

Source: Oriel extracts from Credit Reports
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ITANXXX XXX 7 XX e
) T T TR Nature of Claim/ Def. Soll Plaintiff Case No. Action Date | Act of Hearing Date Amount | Plaintiff Type
Writ Status Date Amount Def. Soli pinl Pla. Solicitor Bankrupiqr Pla. Solicitor
Def. Law Firm Pla. Solicitor ID “a' Solici
Def. File Ref. Pla. Law Firm - Solicitor ID
Pla. File Ref. Pla. Law Firm
DC 2013/ 24/03/1999 | Concluded Landlord/ Tenant (Non- Lim Msex Mo XXX Board Pla. File Ref.
1953 Doc. Date Rendered) 54367895 Willizm Yoo Ko B 011/ 1998 | 01/02/1998 31/12/1558 250,000.00 | DEF Limited Bankruptcy
25/03/1599 SIN 8,000.00 DEF & Partners SO000000E 330,00.00 Mak XXX 3KK Petition
- Q.00 L3456 X¥MH B Partners
- Q.00 Q4500000 500001228
- a.00 QLAWY 300K
Qo BB00
Motice of Discontinuance
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Lawsuit Check on Company Directors

fmosmon )

ICont O0d

JAN XXX XXX

Case No. Date of Status/ Nature of Claim/ Def. Solicitor Plaintiff
Writ Status Date Amount Def. Solicitor ID Pla. Solicitor
Def. Law Firm Pla. Solicitor ID
Def. File Ref. Pla. Law Firm
Pla. File Ref.
DC 2011/ 24/03/1599 | Concluded Landlord/ Tenant {Non- Lim Kxx X ¥¥X Board
1993 Doc, Date Rendered) S456735E William X Xxx
25/03/1999 SIN 2,000,00 DEF & Partners S0000000s
- Q.00 T4 55 KX & Partners
- Q.00 Q2 3e00000
- Q.00
Document Remarics
Motice of Discontinuance
BANKRUPTCY/WINDING UP
1. TANRSE0e—
Case No. Action Date | Act of Hearing Date Amount Plaintiff Type
Bankruptcy Pla. Solicitor
Pla. Solicitor ID
Pla. Law Firm
Pla. File Ref.
B o111/ 15958 01/02/1998 - 31/12/19598 250, 000, 00 DEF Limitad Sankruptoy
290,00.00 Mak B XX Detiticn
SQ000122E
QILAW 300K
Qe G200
Source: Oriel extracts from Credit Reports
C)riel Management Consulting © 2010 We grow with you
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Check on:

Company Di

CONSUMER CREDIT REPORT SAMPLE (01042006)

Enquiry Number: 000001 Enquiry Date: 01/04/2006
Reference: §12345670_01042006
Data Provided Summary
Name: Tan, Ah Kaow Previcus Enquiries 3
ID Type: NRIC Accounts 5
ID Number: S§12345670 Defaults 1
Date of Birth: 01/01/1960 Bankruptcy Proceedings 2
Postal Cede: 123456 Debt Management Programme Y
Enquiry Type: New Applicant
Product Type Self
Applicant Type: Primary
Personal Details
Surname: Tan
First Name:
Second Name:
Fore Names: Ah Kow
Unformatted Name:
1D Type: NRIC
1D Number: S$1234567D
Date of Birth: 01/01/1960
Gender: Male
Nationality Singapore
Marital Status: Married
Additional Identification
Date Loaded 1D Type ID Code
31/01/2004 Passport NSE7E5A
Additional Names
Date Loaded Name
10/03/2004 John Tan
25/07/2003 John Tan AK.
30/11/2002 Tan Mu Kow John
Account Status History /\
Preduct Grantor Account Date Overdue Last 12 cycles
Type Bank Type Open / Close Balance Cash Advance/
Bal. Transfer
Full Payment

Credit Card Bank A Single 10/02/2004 6500.00 WFDDCCCBBBA*

05/03/2005 NNNNNNNNNYY-

NNNNNNNNNNN-

Real Estate Loan Bank A Joint 10/02/2004 AAABAABBAAAA
Overdraft Bank B Single 01/06/2003 6700.00 CCCCCBBBBBBE
Persenal Loan Bank B Single 01/03/2003 500.00 BBBEBBBBEBBBA
Motor Vehicle Loan Bank C Single 30/1142002

20/08/2004

Source: Oriel extracts from Credit Reports
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Per sonal (

Previous Enquiries

Date Name of Bank Enquiry Type Product Type Account Type

3110112004 Bank A New Application Real Estate Loan  Single

25/07/2003 Bank B Review Personal Loan Single

20110/2002 Bank C New Application Moter Vehicle Loan ~ Single

Default Records

Product Client  Date Original Amt Outstanding  Status Settled
Loaded atload Date Balance Date
05/03/2005 6500.00 6500.00 QOutstanding

Bankruptcy Proceedings
Bankruptcy data is match to the input of ID type an

ber.

Bankruptcy Number Order Date Pdytion Date Qriginal Order Date Gazette Date

11111 0110372000
Bankruptcy order/ In default of stafutory demand.

11111 301072002
Natice of discharge by certificate of the official

2 Bankruptcy Charges

gnee under section 1225(3) of the bankruptey act.

Narr;
Date Loaded Type
1110412005 Debt Management Programme

As at 15/12/2005, Consumer is on the Debt Management Program with Credit Counselling Singapore

1110412005 Fraud cases reported to CBS
On 03/12/2005, Bank A advised of an incident of fraud against consumer's Credit Card facility.
Please contact consumer for verification upon receipt of any application for cradit.

A < 30 days past due

WFDDCCCBBBA B 3160 days
12-month rolling

C 6190 days

D > 90 days

F : Closed with Outstdg Balan
W- Default

We grow with you
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Loan substantially exceeds
Personal Income

The Moneylenders Act: At a glance

Annual pay Maximum loan amount
Less than $20,000 $3,000
$20,000 - $29,999 Two times monthly pay
30,000 - $119,999 Four times monthly pay
gE !$e2asr; ﬁl] 0ZHO,,OOO or net assets None

Source: REGISTRY OF MONEYLENDERS, INSOLVENCY & PUBLIC TRUSTEE'S OFFICE
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Loan substantially exceeds Personal Income

iy TR NOTICE OF ASSESSMENT s 7
Income Tax ORIGINAL S
Date: 10 Jun 2002 s "
Reprinted on: 13 May 2003 = o e s ol NI
P e Tt e - 25302
84T ek - y* INLAND REVENUE ,Q.
) 20 2003 ALUTHORITY Sy
MR.AEC e ! MA INGAPO. LN
123, JK GARDENS ; IRAS officer e i SN - —
SINGAPORE 123456 ‘ ssasie o ! 2 = EEa
L e I o L = TAX
I"I"'"""'I'I"ll'hl'll“ P e T """‘“"“J
S5 Newton Road
Singapore 307pe7
For enquiries, please call
Tel 1800-3568300
EMPLOYMENT
DIVIDENDS
TOTAL INCOME
LESS: Gifts to Approved Institutions
PRIVATE COMPANY/APPROVED
ASSESSABLE INCOME INSTITUTION
ESS: PERSONAL RELIE Received through e
= Personal e 3,000.00 s
e ‘: y-d T Dividend $193.70
Provident Fund/Lifo Assurance/SRS 720000 3. Should ha
Foreign Maid Levy 8,280.00 19,480.00 i m.’"" e
CHARGEABLE INCOME 14,633.70 .....,.:‘ Y-
f
FIRST7,133.70 @ 3.00% 214 21401 4. If you are paying by GIRO,
" y according to the
LESS: TAX SETOFFS wprnmw-m
10% Tax Rebate 21.40 ‘ shortly.
GST Tax Aebate 182,61 214.01 ‘
TAX PAYABLE 0.00 |
Account Balance before this Assessment 0.00
ACCOUNT BALANCE 0.06
4
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Loan requested
Substantially

Exceeds

Declared Income
of Business
Owner/Director
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