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The past six months has witnessed noteworthy progress in the Transfer 
Pricing (TP) landscape of Singapore by building a robust transfer pricing 
compliance regime. The Income Tax (Transfer Pricing Documentation) Rules 
2018 (the TPD Rules) and IRAS e-Tax Guide, Transfer Pricing Guidelines 
(5th Edition) (the Singapore TP Guidelines) were released on 23rd 
February 2018, to provide details on TP-related legislative amendments 
introduced in the Singapore Income Tax Act (SITA) in October 2017.

HIGHLIGHTS

Mandatory requirement to prepare TP Documentation?

Every taxpayer needs to comply with TP Regulations?

TP Documentation required for all kinds of related party transactions?

Any safe harbour transfer pricing prescribed for the related party transactions?

TP Documentation needs to be prepared every year?

Information to be used for preparation of TP Documentation?

Consequences of not preparing TP Documentation?

Monetary consequences for transactions not adhering to the arm’s length principle?

Timeline to prepare and maintain TP Documentation?

Timeline to file the TP Documentation?

TP Documentation in line with OECD TP Guidelines?

Language of TP Documentation?

Criteria to select taxpayers for TP audit?

Taxpayer’s liberty to undertake suo-moto TP adjustment?

TP Regulations apply to Permanent Establishments?
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The above highlights are meant to demonstrate 
a Singapore taxpayer’s mindset post recent 
amendments undertaken by Inland Revenue Authority 
of Singapore (IRAS) to the Singapore Income Tax Act 
(‘SITA’) in October 2017 and the release of Income 
Tax (Transfer Pricing Documentation) Rules 2018 (the 
TPD Rules) along with release of the 5th edition to 
Singapore Transfer Pricing Guidelines (the Singapore 
TP Guidelines) in February 2018.

The Singapore Transfer Pricing (TP) landscape 
took place in the year 2006 with the introduction 
of the first TP guidelines. Since then, it has been an 
evolutionary process and one could say that it has 
come a long way to align itself with the Organisation 
of Economic Co-operation and Development’s 
(OECD) Base Erosion & Profit Shifting (BEPS) 
recommendations in relation to application of the 
arm’s length principle (covered in Action 8-10) and 
maintenance of TP Documentation (covered in Action 
13). 

With the introduction of formal TPD Rules, the TP 
Regulations will be enforced on a mandatory 
preparation of the TP Documentation (TPD) from 

‘need to have’ basis, as compared to the persuasive 
‘nice to have’ basis that were there hitherto. The 

revised TP Regulations provide for dual thresholds 
to check for applicability to prepare the TPD as it is 
intended to cover large taxpayers, complex and 
high-value transactions for TP compliance where the 
possibility of base erosion and profit shifting could be 
substantial. 

Even though the revised TP Regulations mandates 
preparation of the TPD, it also provides certain relief 
to taxpayers from engaging in such activity on a 
year-on-year basis provided they meet the prescribed 
conditions.

It has been a fact that mandatory compliance 
requirements are accompanied with stringent penal 
provisions such that taxpayers are inclined to adhere 
to the regulations. The revised TP Regulations has 
increased the penalty for non-maintenance of the TPD 
by ten times and in the event of any transfer pricing 
adjustment so determined by the Comptroller, a 
5% surcharge would be levied on the value of such 
adjustments irrespective of any resultant tax liability 
effectively translates to approximately 30% on 
additional tax (given the tax rate of 17%). Moreover, 
even to pursue Mutual Agreement Procedure and 
Advance Pricing Agreement, the TPD has been 
considered as sine qua non. 

Thus, it becomes inevitable for MNEs having 
operations in Singapore to understand the revised TP 
Regulations threadbare. In order to distil the revised 
TP documentation requirements into bite-size nuggets, 
we have prepared a dossier of Frequently Asked 
Questions (FAQs). We hope the FAQs will address 
the desired queries in relation to TP compliance 
requirements under the revised Singapore TP 
regulations. 

We remain available and shall be pleased to 
address any questions.

INTRODUCTION
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1. How have TP regulations evolved in 
Singapore?

The Inland Revenue Authority of Singapore (IRAS) 
issued the first TP guidelines for Singapore in February 
2006. These guidelines provided guidance to 
Singapore taxpayers on the application of the arm’s 
length principle and on documentation matters. 
Subsequently, IRAS issued various circulars addressing 
different aspects of the TP regime. Some of the 
important circulars are listed below:

 z Administrative guidance on Advance Pricing 
Agreements (APA), in 2008; 

 z Administrative guidance on Transfer Pricing 
Consultations (TPC), in 2008; 

 z TP guidelines for related party loans and services, 
in 2009.

In 2015, IRAS consolidated all previous guidance 
and circulars and issued e-Tax Guide, Transfer Pricing 
Guidelines (2nd Edition), wherein it also introduced 
the requirement for taxpayers in Singapore to prepare 
contemporaneous TP documentation. 

In January 2016 and January 2017, the then prevailing 
TP guidelines were revised to align with international 
tax developments and accepted practices, including 

those emanating from OECD’s Action Plans to address 
Base Erosion and Profit Shifting (BEPS).

In October 2017, the Government introduced the 
following TP-related legislative changes in the income 
tax legislation: 

 z Clarification on the types of adjustments the 
Comptroller can make in enforcing the arm’s length 
principle.

 z Introduction of a 5% surcharge on the amount of 
adjustment with effect from Year of Assessment (YA) 
2019.

 z Introduction of compulsory requirement for 
contemporaneous TP documentation for businesses 
(generally only for businesses with a turnover 
exceeding S$10 million) with effect from YA 2019 
under section 34F of SITA. Non-compliance may 
result in a fine not exceeding $10,000.

In February 2018, the Government released the TPD 
Rules, which prescribe the form and content required 
to be followed in preparing TPD documentation from 
YA 2019 and applicable exemptions. The IRAS issued 
revised TP Guidelines to provide detailed guidance 
on the legislative amendments and compliance 
requirements.

FAQs
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It is worth noting that prior to the above developments 
from 2017 to date, contemporaneous TP documentation 
was already required under general record keeping 
requirements (though non-compliance may result 
in a fine not exceeding S$1,000). Many of the 
key requirements and exemptions prescribed in the 
TPD Rules were already required under the existing 
TP Guidelines. Other than changes such as the 
introduction of surcharge and a stiffer penalty for non-
preparation of the TPD, the legislative developments 
are significant in that they mark the transformation 
of the Singapore TP regime from a guidance-based 
regime to one that is more formal and rule-based.

2. Is it mandatory to prepare TPD?

Taxpayers have been required under the general 
record keeping provision to prepare and maintain 
contemporaneous TPD, based on guidance (e.g. on 
TPD content, exemptions) provided in the existing TP 
Guidelines issued by IRAS. 

From YA 2019 onwards, the mandatory TPD 
requirement will be governed under the newly 
legislated section 34F (“section 34F mandatory TPD”), 
with the rules governing the preparation of TPD and 
applicable exemptions being prescribed in the TPD 
Rules. 34F’. 

To ensure compliance with the TPD regulations, from 
YA 2019, the penalty for failure to maintain TPD will 
be increased from SGD 1,000 to SGD 10,000. A 
5% surcharge on TP adjustment made by IRAS will 
also be levied. 

3. What are the criteria for mandatory 
preparation of TPD?

From YA 2019, every taxpayer who meets either 
of the two conditions prescribed below, needs to 
prepare TPD1: 

(a) Gross revenue (excluding passive source income 
and capital gains or losses) derived from trade 
or business is more than SGD 10 million for that 
financial period (Section 34F(a) of SITA); or 

(b) TPD was required to be prepared under Section 
34F for the immediately preceding previous 
financial period (Section 34F(b) of SITA).

The newly introduced S$10 million turnover criterion 
(or “annual turnover exemption”) could be seen as 
an additional safe harbour rule for TPD preparation, 
as it effectively narrows the field of taxpayers who 
may be required to prepare TPD. Previously, if 
taxpayers do not qualify for the existing transaction-
based exemption for TPD (see Qn 4), they would be 
required to prepare TPD even if their annual turnover 
is below S$10 million. Now, if taxpayers do not meet 
the turnover exemption (i.e. turnover exceeds S$10 
million), they may still avail the existing transaction-
based exemption thresholds.

4.  What are the transaction-based 
exemptions for mandatory preparation 
of TPD?

The transaction-based exemption criteria are the same 
as the current exemptions. However, these exemptions 
have been codified under the TPD Rules2. These are:

a. Transactions (excluding loans) with domestic 
related parties that are subject to the same rate of 
Singapore tax

b. Domestic-related party loan transactions where 
the lender is not in the business of borrowing and 
lending

c. Related party loan transaction (not exceeding 
SGD 15 mn) on which an indicative margin3 has 
been applied 

d. Routine support services provided only to 
related parties on which a 5% mark-up on cost is 
applied.

(e)  Related party transaction covered by an 
Advance Pricing Arrangement (APA) with IRAS 

(f) Where the quantum of certain transactions is 
below the specified thresholds: 

1. Section 34F(2) of SITA wef 26.10.2017 and also mentioned 
in Rule 4(a) of the TP Rules

2. Rule 4(b) to 4(h) of the TP Rules

3. The indicative margin is published on IRAS’ website and is 
updated at the beginning of each year
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Category of related party transactions
Threshold (SGD) per financial 

year

Purchase / sale of goods with all4 related parties
(limit is separate for purchase vis-a-vis sales)

15 million

Loans to and from all6 related parties
(Limit is separate for lending and borrowing)

15 million

All other categories of related party transactions. 

• Provision of services 

• Availing of services 

• Grant of right to use movable property

• Availing of right to use movable property

• Income from lease of property

• Expense by lease of property

• Guarantee provided7

• Guarantee received8

• Any other transaction (newly introduced under the Singapore TP Guidelines 
and Rules)

1 million per category of 
transactions

5. Is a taxpayer required to prepare TPD 
if its revenue is consistently below  
SGD 10 mn?

Under section 34F(b) mentioned in Qn 3, a taxpayer 
who was required to prepare TPD under section 34F 
in the immediate preceding financial year must also 
prepare TPD to support related party transactions 
undertaken in the current basis period. 

That said, the IRAS has clarified in the TP Guidelines 
that taxpayers (who were required to prepared TPD 
under section 34F previously but) whose annual 
turnover has consistently fallen below S$10 million 
will be exempted from preparing TPD. Specifically, a 
taxpayer is not caught under section 34F(b) if (i) the 
gross revenue is not more than S$10 million for the 

financial period and two immediate preceding basis 
periods; and (ii) the taxpayer has been required to 
prepare TPD for the two preceding basis periods.9

4. Threshold needs to be checked on cumulative values

5. Threshold needs to be checked on both purchases and sales 
separately

6. Threshold needs to be checked on cumulative values

7. Gross revenue derived by the taxpayer from the grant i.e. 
guarantee fee income

8. Amount paid or payable by the taxpayer for the grant i.e. 
guarantee expenses

9. Para 6.14 of the Singapore TP Guidelines
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*Refer question 3 of FAQ.

6. Please provide some practical scenario 
of how the rules would apply to identify 
whether a taxpayer is required to 
prepare TPD.

To better illustrate the application of the annual 
turnover and transaction-based exemptions for TPD 
preparation, several examples are provided in the 
Singapore TP Guidelines. We have re-produced 
one such example (Illustration 2 of Appendix A to the 
Singapore TP guidelines) below:

Taxpayer’s gross revenue for the basis period for each 
YA is shown in the table below. YA 2019 is the first 
year of compliance under Section 34F. The gross 
revenue includes revenue from the sale of goods to its 
cross-border related parties (referred to in this example 
as the sale transaction) and revenue from the provision 
of non-routine services to its cross-border related 
parties (referred to in this example as the service 
transaction). Other than these two transactions, there 
are no other transactions between the taxpayer and 
its related parties.

YA

Gross Revenue (S$ in million)
Is 
Condition 
34F(a) 
met*?

Is 
Condition 
34F(b) 
met*?

Does 
exemption 
from TPD 
apply?

Is TPD 
required 
under 
Section 
34F?Total

From related parties

Sale Service

2019 9 8 0.8 No Not 
applicable

Not 
applicable No

2020 17 16 0.9 Yes No Yes 
(Service)

Yes 
(Sale)

2021 9.5 8 1.2 No Yes Yes 
(Sale)

Yes 
(Service)

The above table explains taxpayers’ obligation to prepare TPD for the sale and services transaction for each YA.
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2019: Taxpayer does not have to prepare TPD since 
it does not cross annual turnover threshold (i.e. S$10 
million). There is no need to review the applicability of 
the transaction-based exemption. 

2020: Taxpayer meets condition 34F(a) [i.e. annual 
turnover exceeds S$10 million) but does not pass 
condition 34F(b) (i.e. TPD was not required under 
section 34F in the previous year). As only one of the 
conditions under section 34F needs to be satisfied, 
taxpayer is required to prepare TPD. 

As a next step, the transaction-based exemption is 
considered. The sales transaction exemption does not 
apply since the transaction value exceeds the S$15 
million exemption threshold. However, the service 
transaction exemption applies since the transaction 
amount is below the specified threshold of S$1 
million. Therefore, the taxpayer only needs to prepare 
TPD for the sales transaction.

2021: Taxpayer does not meet condition under section 
34F(a) (annual turnover is below S$10 million). 
However, the condition under section 34F(b) is met 
(i.e. taxpayer was required to prepare TPD under 
section 34F in previous YA). Therefore, the taxpayer is 
required to prepare TPD. 

As a next step, the transaction-based exemption 
is considered. For sales transactions, the taxpayer 
is exempted since it does not cross the specified 
threshold (i.e. S$15 million), but TPD is required for 

service transactions since the exemption threshold (i.e. 
S$1 million) is exceeded. 

7. What information is to be used for 
preparation of TPD and by when it must 
be prepared?

Strictly speaking, to be considered as a 
contemporaneous TPD, TPD should be prepared at 
the time the transaction was entered into and the 
transfer price determined based on the latest data 
relevant for the basis period as available at that time 
of preparation.

Example (reproduced from TP Guidelines)10: 

Company A’s financial year 
end

31st December 
2015

Latest available set of 
comparable data used to set 
prices for the financial year 
ended 31st December 2015

Data for 2013

Date on which tax return for YA 
2016 is filed

30 November 2016

Availability of data for 2015 Three months after 
30 November 2016

10. Para 6.8 of the Singapore TP Guidelines
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8. When is a taxpayer required to submit 
the TPD?

The regulations do not require taxpayers to submit 
TPD when they file their tax returns. The taxpayer is 
required to submit the TPD within 30 days from a 
request made by IRAS.11

9. What are the obligations for entities 
not caught under the mandatory TPD 
requirement under section 34F?

For taxpayers who are not required to prepare 
TPD under section 34F, IRAS encourages them to 
consider preparing TPD to defend the arm’s length 
nature of their related party transactions and maintain 
documentation following TP Documentation Rules. This 
would enable them to better manage transfer pricing 
risk12. Furthermore, maintenance of contemporaneous 
TPD is a pre-condition to pursue MAP or APA13.

However, IRAS does not expect taxpayers to incur 
compliance costs which are disproportionate to 
the amount of tax revenue at risk or the complexity 
of their transactions. In summary, taxpayers are 
advised to assess the adequacy and extent of their 
TP documentation by evaluating the following factors 
based on the facts and circumstances of their situation14: 

a. Whether the transfer pricing risks in respect of 
their transactions or arrangements are high; and 

b. Whether they can demonstrate compliance 
with the arm’s length principle to avoid adverse 
consequences.

10. Is it mandatory to prepare and maintain 
TPD year-on-year?

Taxpayers are expected to review and refresh their TPD 
annually. However, TPD prepared for one financial 
period could be used as Qualifying Past TPD in two 
subsequent financial periods to support the transfer prices 
in those periods if the following conditions are met15: 

 z The underlying transaction(s) in subsequent financial 
period is the same as that for which the TPD was 
prepared; 

 z The underlying transaction is with the same related 
party in the subsequent financial period;

 z The TPD (containing group level and entity level 
information) is prepared as per the TPD Rules

 z The TPD is prepared in English and duly carries the 
date of preparation;

In May 2017, IRAS requests Company A to submit 
the TP documentation in relation to YA 2016. The TP 
documentation using the 2013 comparable data is 
acceptable for supporting the transfer prices of the 
transactions in the financial year ended 31 December 
2015. This is notwithstanding that 2015 comparable 
data has become available in May 2017.

As an administrative concession, the IRAS will also 
accept TPD as contemporaneous if it is prepared prior 

to the filing of a tax return (i.e. due on 30 November) 
for the YA corresponding to the financial year in which 
the transaction takes place (based on data relevant 
for the corresponding basis period as available at the 
time of preparation). 

For YA 2019, the table below illustrates the due 
date and time available for taxpayers with different 
financial year-ends to prepare contemporaneous TPD: 

Close of Financial Period Due date of filing return / 
preparation of contemporaneous

Time available for preparation of 
contemporaneous TPD

31 March 2018 30 November 2019 20 months

30 June 2018 30 November 2019 17 months

31 December 2018 30 November 2019 11 months

11. Point (d) to para 6.40 of the Singapore TP Guidelines

12. Para 6.42 of the Singapore TP Guidelines

13. Point (b) & (c) of para 6.41 of the Singapore TP Guidelines

14. Para 6.43 of the Singapore TP Guidelines

15. Para 6.32 of the Singapore TP Guidelines
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 z There is no change on following matters between 
the taxpayer and related parties:

- The commercial or financial relations between 
related parties and taxpayers 

- The conditions made or imposed between 
related parties and taxpayers 

- Transfer Pricing methodology; and 
- Arm’s length condition within the meaning of 

Section 34D.

To make use of an existing TPD as Qualifying Past 
TPD for a related party transaction undertaken in a 
financial period concerned, taxpayers need only to 

prepare a Simplified TPD for that transaction. The 
Simplified TPD shall comprise of16: 

a. A declaration by the taxpayer that it has 
prepared a Qualifying Past TPD; and

b. Inclusion by way of an attachment, of a copy of 
the a Qualifying Past TPD

11. For how many years can a TPD be 
considered as a “Qualifying Past TPD”?

Generally for a total of three years subject to 
meeting the conditions for Qualifying Past TPD (see 
Qn 9 above). The below illustration will clarify the 
conditions on a ‘Qualifying Past TPD’

YA

Gross Revenue (S$ in 
million)

Is TPD 
required 
under 
Section
34F?

Application of qualifying past TPD

Total
From related parties

Sale Service

2019 9 8 0.8 No
Taxpayer does not have to prepare TPD since it 
does not cross annual turnover and transaction-
based thresholds.

2020 17 16 0.9 Yes (Sale)

Taxpayer needs to prepare TPD for sale transaction, 
since it meets condition (a) [i.e. does not qualify 
for annual turnover exemption] and surpasses the 
exemption threshold for sales transactions.

2021 9.5 8 1.2
Yes 
(Service)

The past TPD prepared for YA 2020 is for the sale 
transaction. Therefore, it cannot be used to prepare 
a TPD prepared for YA 2020 as a Qualifying Past 
TPD to support the pricing of service fee paid since 
it does not meet the conditions of qualifying TPD. 
Therefore, a fresh TPD needs to be prepared for YA 
2021 for service transactions.

2022 18 15 0.8 Yes (Sale)

The past TPD prepared for the sale transaction is 
for YA 2020 i.e. within the immediately preceding 
two financial periods. Therefore, it can be used as 
the Qualifying Past TPD for YA 2022 to support the 
pricing of the sale transaction.

2023 16 15 0.7 Yes (Sale)

The past TPD prepared for the sale transaction is for 
YA 2020 i.e. beyond the immediately preceding 
two financial periods. Therefore, it cannot be 
considered for YA 2023 and a new TPD would 
need to be prepared for the sale transaction.

Example (continuing from FAQ 6): 16. Para 6.34 of the Singapore TP Guidelines
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12. Which Taxpayers are likely to be selected 
for Transfer Pricing Consultation?

The IRAS selects taxpayers based on risks indicators:17

1. The value of related party transactions;

2. The performance of businesses over time; and

3. The likelihood that taxable profits may have been 
understated by inappropriate transfer pricing.

The IRAS also provides the following examples in 
which transfer pricing risks may be considered by 
them as high:18

 z Transactions with cross-border related parties that 
are of a large value;

 z Transactions with related parties subject to a more 
favourable tax treatment;

 z Recurring losses or large swings in operating results 
of the taxpayer; 

 z Operating results that are not in line with businesses 
in comparable circumstances; 

 z Use of intellectual property, proprietary knowledge 
or other intangibles in the business; 

 z Transactions involving R&D or marketing 
activities which could lead to the development or 
enhancement of intangibles; or 

 z Indications (for example, through engagement 
with tax authorities, country’s audit focus, etc.) that 
the transactions are likely to be subject to transfer 
pricing audit by tax authorities. 

13. What are the powers of the Comptroller 
if it is observed that the taxpayer has 
not adhered to arm’s length conditions 
while dealing with related parties?

In cases where it is identified that the taxpayer has not 
adhered to arm’s length conditions while dealing with 
related parties, the Comptroller has been authorised to 
(a) disregard the actual transaction and re-characterise 
it as appropriate and (b) impute TP adjustment

(a) Disregard the actual transaction and 
re-characterise it as appropriate19

 The amendment in Section 34D of SITA,  
emphasised that for identification of arm’s 
length condition form may be disregarded 
where it is inconsistent with the substance of the 
transaction. However, the IRAS has clarified 
that non-recognition of an actual related party 
transaction shall take place only in exceptional 
circumstances where:

 z The arrangement made lacks commercial 
rationality that would be agreed between 
independent parties under comparable 
circumstances, and

 z The arrangement prevents determination of a 
price that would be acceptable to both parties 
considering their respective perspectives and 
the options realistically available to them at the 
time of entering into the transaction.

(b) Impute TP adjustment20:

The Comptroller may make TP adjustments in 
scenarios wherein the taxpayers has not met arm’s 
length principles by understating their income and 
profits or overstating their expenses or losses as 
follows:

 z Increase the amount of income of the taxpayer 
that is either derived / received from related 
parties in Singapore or received from related 
parties outside Singapore 

 z Reduce the deductions as claimed by the 
taxpayer

 z Reduce the losses as claimed by the taxpayer

Consistent with Singapore’s semi-territorial basis of 
taxation (whereby foreign-sourced income is taxable 
upon remittance), any TP adjustment on foreign-
sourced income will only be treated as being deemed 
remitted and subject to tax if part of the foreign-
sourced income is remitted during the relevant income 
year.

17. Para 7.4 of the Singapore TP Guidelines

18. Para 7.5 of the Singapore TP Guidelines

19. Para 5.121 to 5.124 of the Singapore TP Guidelines

20. Para 5.118 & 5.119 of the Singapore TP Guidelines
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14. Is there any surcharge prescribed in case 
the Comptroller proposes TP adjustment?

Yes. Effective from YA 2019, IRAS will levy a surcharge 
of 5% on the value of TP adjustment. It is pertinent to note 
that the said levy of surcharge needs to be paid within a 
period of one month even under the following scenarios:

a. No amount of tax is payable pursuant to TP 
adjustment owing to brought forward losses.21

b. Taxpayer files an appeal against the adjustment 
made by Comptroller; 22

The surcharge is to be treated as debt due to the 
Government and can be recovered by the Comptroller 
accordingly. Upon any variation or removal of any 
transfer pricing adjustment, the surcharge previously 
paid will be suitably adjusted or refunded. 

From a tax perspective, the surcharge is not tax-
deductible and the refund of surcharge is not 
chargeable to tax.23 

15. Are there any penalties imposed for non-
maintenance/non-submission of TPD?

Yes. See Qn 2 above, from YA 2019, failure to comply 
with the mandatory TPD requirement is a punishable 
offence which can result in a fine not exceeding 
S$10,000 on conviction. Taxpayers may be regarded 
to have flouted the mandatory TPD requirements under 
the law in the following circumstances:24

a. Taxpayer has not prepared TPD by the time of the 
filing of the tax return;

b. TPD is not prepared as per the form and content 
as prescribed by the TPD Rules;

c. TPD is not retained for a period of at least five 
years from the end of the basis period;

d. TPD is not furnished within 30 days of request 
made by the Comptroller; or

e. Provision of details/ information as part of 
the TPD that the taxpayer knows to be false or 
misleading.

16. Has Singapore adopted a three-tier TP 
documentation structure as prescribed 
by BEPS Action 13?

Yes. Singapore-based MNCs meeting the relevant 
conditions (e.g. group revenue exceeding S$1.125 
billion) are required to furnish country-by-country (CbC) 
reports for the financial year beginning on or after 1 
January 2017 per part XXB of SITA.

The requirement to maintain Group and Entity level 
information in TP documentation, as consistent with the 
OECD’s Master File and Local File concepts, has been 
codified in Second Schedule of the TPD Rules (the 
same requirement was previously prescribed under the 
existing TP Guidelines since year 2015).

17. Is Safe Harbour applicable on any 
transaction?

As mentioned in Qns 3 and 4, the TP Rules provide 
for the annual turnover exemption and various 
transaction-based exemptions for the preparation of 
contemporaneous TPD.

Safe Harbour margins are provided for the following 
types of transactions (TPD is not required in such 
transactions):-

a. 5% mark-up for certain prescribed routine support 
services25 provided to Group companies26;

b. Indicative margin (as published on IRAS website) 
on a related party loan transaction not exceeding 
SGD 15 million.27

18. Does the IRAS allow taxpayers to make 
adjustments relating to TP?

Yes. Taxpayers would be allowed to make the 
following types of TP related adjustments in their tax 
returns and/or after the filing of tax returns, subject to 
the relevant conditions for each category.

a. Year-end adjustments at the time of closing the 
year-end account (typically because actual results 
differ from outcome determined in TP study);

21. Para 15.4 of the Singapore TP Guidelines

22. Para 15.5 of the Singapore TP Guidelines

23. Para 15.6 & 15.7 of the Singapore TP Guidelines

24. Para 15.9 of the Singapore TP Guidelines

25. Service classification as routine support services have been 
provided in the First Schedule of the TP Rules

26. Point (d) of Para 6.18 of the Singapore TP Guidelines

27. Point (c) of Para 6.18 of the Singapore TP Guidelines
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b. Compensating adjustments in accordance with 
the terms of advance pricing arrangements;

c) Self-initiated retrospective adjustments based 
on taxpayers’ review of their transfer pricing 
arrangement; or 

d) Corresponding adjustments arising from TP 
adjustments by other tax authorities. 

19. Are TP regulations applicable to   
Permanent Establishments in Singapore?

Yes. IRAS has been following the global principle that 
a non-resident person and its Permanent Establishment 
in Singapore would be treated as two separate and 
distinct persons and the profits attributable to such 
Permanent Establishment are the profits that it would 
have derived if it were separate and independent 
enterprise engaged in the same or similar activities 
under the same or similar conditions. 

It has now further been clarified in the TP Guidelines 
that where a non-resident company operates in 
Singapore through a permanent establishment (PE) in 
Singapore, the Singapore PE and the other overseas 
PE(s) of the non-resident company will be considered 
as separate and distinct part(ies) for the purpose of 
applying the arm’s length principle in attributing profits 
to the Singapore PE.

20. Other vital points to note

1. It has been mandated that the date of TPD 
should be mentioned to conform with the 
contemporaneous nature of the document.28

2. The report should be in English. In case of any 
other language, its English translation might be 
required.29

3. TPD should be maintained for five subsequent 
financial periods.30

4. TPD prepared by taxpayers for other tax 
jurisdictions could form part of the TPD in 
Singapore if relevant to the taxpayer’s business 
operation in Singapore.31

5. TPD could be maintained in any form (say paper, 
electronic or any other system).32

Our observation:
In view of the introduction of heftier fines for non-
preparation of TPD, as well as the surcharge on the 
TP adjustment from YA 2019, it would be prudent for 
taxpayers to undertake a diagnostic review of their 
transfer pricing arrangements to mitigate the TP risks.

28. Point (b) of Para 6.40 of the Singapore TP Guidelines

29. Point (c) of Para 6.40 of the Singapore TP Guidelines

30. Point (e) of Para 6.40 of the Singapore TP Guidelines

31. Para 6.25 of the Singapore TP Guidelines

32. Point (f) of Para 6.40 of the Singapore TP Guidelines
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With respect to managing the TP risks and uncertain 
tax positions that may arise because of renewed 
TP regulations, taxpayers need to have a clear 
framework and process for managing the TP issues. 
This shall have a strong emphasis on TP policies 
and documentation of taxpayers. One of the key 
aspect of managing the TP issue would be a correct 
interpretation of exemptions that have been prescribed 
in the regulations and if determined to be applicable, 
preparing and maintaining the contemporaneous 
TPD to explain the approach of the taxpayer and its 
consistency with the regulations. Considerably, a ‘five-
step process’ should be employed by the taxpayer to 
appropriately manage TP risks. 

• Diagnostic review of existing arrangements
The overarching requirement under BEPS is to 
tax the profits where value is created, thereby 
placing emphasis on MNE’s to undertake 
delineated transaction-based analysis and 
documentation. With the new TP regulations 
now aligning with recommendation under BEPS 
Action Plans, the taxpayer should currently 
undertake a diagnostic review of its existing 
inter-company arrangements to assess whether 
there exists any non-arm’s length scenario and 
how the same could be effectively addressed.

• In-house review of available documentation
Documentation assumes a critical space in 
defending the inter-company transaction prices 
as those are considered to be principal source 
of information on the insight of the transaction. 
Taxpayers should undertake a holistic review of 
its existing state of documentation and identify 
gaps that would need to be addressed to comply 
with the latest TPD requirements.

• Building and maintaining TP documentation
A well-structured TP documentation prepared 
on a contemporaneous basis goes a long way 
to serve as an efficient tool in demonstrating the 
transfer prices applied and their adherence to 
arm’s length principle. It also helps in defending 
such prices before the Revenue officers in case a 
TP audit takes place, thereby reducing potential 

penalties and exposures. Thus, it is inevitable for 
the taxpayers to prepare and maintain robust TP 
documentation explaining their transfer prices. 
 
An interesting point to note herein is that the 
revised TP Regulations exempt taxpayers 
from preparation of TPD year-on-year in case 
prescribed conditions are met. The taxpayer is 
required to update the TPD once in every three 
years. Hence, there exists an opportunity for the 
taxpayers to reduce their compliance costs by 
preparing robust TP documentation which can 
stand the test of time for three years.

• Aligning transfer prices by any year-end price 
adjustments or retrospective adjustments
The regulations allow taxpayers to carry out 
year-end price adjustments or retrospective 
adjustments for prior years with the objective of 
aligning the transfer prices with the arm’s length 
prices. Interestingly, the TP Regulations allow 
for both upward and downward adjustments 
on fulfilling the prescribed conditions. It is a 
good opportunity for the taxpayers to review 
their resultant transfer prices during a period and 
accordingly undertake necessary adjustments 
to avoid any potential double taxation that may 
arise due to inappropriate pricing.

• TP planning and policy setting
Forward-looking MNEs appreciate that 
well-crafted impact assessment on tax & 
regulatory changes must be addressed in a 
manner so that their transfer pricing policies 
turn into strategic tools for their business 
functions and supply chain decisions, as 
well as for efficient tax planning purposes.  
In effect, the transfer pricing policies need to 
be crafted in a manner which demonstrates 
a balance between compliance requirement, 
operational convenience and tax optimisation 
needs. It is also needs to be established that 
transfer prices are in line with the group’s 
business strategies across the value chain so that 
profits reflect respective value creation.

WAY FORWARD
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Our value proposition stems from the fact that 
Singapore TP Regulations provide for the preparation 
of the TPD once in every three years. In effect, the 
taxpayers are required to undertake an exhaustive 
exercise of preparing the TPD for the first applicable 
year, i.e. YA 2019. Thereafter, taxpayers could rely on 
such TPD in case facts and circumstances surrounding 
the transaction remain the same and other conditions 
as specified are met. 

Though preparation of the TPD is believed to be a post-
mortem analysis by the taxpayers for the transactions 
undertaken by them, there still exists sufficient time for 
taxpayers with financial year ending June 2018 or 
December 2018 to undertake a diagnostic review 
of their arrangements and reset their transfer prices 
in case they are identified to be inconsistent with 
the arm’s length principle. Even taxpayers with 
financial year ending March 2018 should analyse 
their arrangement and consider for year-end or 
retrospective adjustments to their transfer prices so 
that any surcharge could be mitigated.

Once such a diagnostic review of existing 
transactions is undertaken and the TPD is prepared 
for the first compliance period, taxpayers are only 
expected to check their transfer prices for following 
two years with the arm’s length price so determined in 
the first compliance period and undertake necessary 
adjustments, if any. It is only for new transactions 
entered in subsequent periods that the TPD would 
warrant an update.

Thus, it is ideal for taxpayers to consider a three-year 
horizon (as illustrated below) while planning their 
transfer pricing compliance as they would be able 
to optimise their resources and build in necessary 
cost efficiency.

OUR VALUE PROPOSITION
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DIAGNOSTIC REVIEW

Evaluating TPD applicability

Analysing on-going arrangements 

Assessing strength of existing documentation

Gap analysis & listing additional documents

Testing the arm’s length price

Finalising TP documentation

Applicability test for Qualifying TPD NA

Computation of possible TP adjustments

Preparing documents to give effect

Review and reset existing transfer prices for future years in 
line with arm’s length principle

PREPARING TP DOCUMENTATION

YEAR-END / RETROSPECTIVE ADJUSTMENTS

TP PLANNING & PRICE SETTING

IN-HOUSE DOCUMENTATION REVIEW

ACTIVITY SCHEDULE YEAR 1
(YA 2019)

YEAR 2
(YA 2020)

YEAR 3
(YA 2021)

3 YEARS COMPLIANCE BLOCK

*It is assumed that the nature of related party transactions will remain constant in the three-year period. 
Any new related party transaction in Year 2 or 3 would independently go through the compliance block starting from Year 1.
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