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Background
Based on the IRAS Transfer Pricing Guidelines [TPG] (5th edition) published on 23 February
2018, companies that transact with related parties are required to prepare and maintain
contemporaneous transfer pricing (TP) documentation to substantiate that the related party
transactions (RPT) are conducted at arm‟s length.
Singapore has committed to the global implementation of the Base Erosion and Profit
Shifting (“BEPS”) Project proposed by the Organisation for Economic Cooperation and
Development (“OECD”). The key principle underlying the BEPS Project is that profits should be
taxed where the real economic activities generating the profits are performed and where
value is created. The TPG published on 23 February 2018 reflects Singapore‟s adoption of the
minimum standards under Action 5 (Countering harmful tax practices) and Actions 8 – 10
(Transfer Pricing) of the BEPS project.

.
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Concepts
When companies do not comply with the
Arm‟s length principle

arm‟s length principle and have
understated their profits through

IRAS endorses the arm‟s length principle as

understatement of income or

the standard to guide transfer pricing. It is

overstatement of tax deductions (or both),

an internationally accepted standard

IRAS will make transfer pricing adjustment

adopted for transfer pricing between

to increase their profits.

related parties. The arm‟s length principle
requires a transaction with a related party
to be made under comparable conditions
and circumstances as a transaction with an
independent party. The premise is that
where market forces drive the terms and
conditions agreed in an independent party
transaction, the pricing of the transaction
would reflect the true economic value of
the contributions made by each party in
that transaction.

Documentation
Contemporaneous documentation means
that the documentation includes sufficient
information i.e. the transfer price should
exist at the time of the transactions, to
determine the arm‟s length pricing. The
documentation must be prepared no later
than the time of completing and filing of
the tax return for the financial year in

Therefore, if two related parties derive

which the transaction takes place. For

profits at levels above or below the

example, a company‟s tax return relating to

comparable market level solely because of

the financial year 2020 is required to be

their special relationship, the profits will

filed by 30 November 2021 / 15 December

be deemed as non-arm‟s length. In such a

2021 (e-filing).

case, IRAS can make necessary
adjustments to the taxable profits of the
Singapore taxpayer. This is to reflect the
true price that would otherwise be derived
on an arm‟s length basis.
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Reporting of Related Party Transaction
(RPT)

a) Companies may be penalised for

With effect from Year of Assessment 2018, a

not complying with record keeping

company with more than S$15 million of

requirements under the SITA if they

RPT (i.e. both local and cross-border RPT)

are unable to provide TP

disclosed in the audited financial

documentation upon request;

statements is required to complete the RPT

b) Companies that do not maintain

form to be submitted together with the

contemporaneous documents may

Form C.

face higher risk of TP adjustments

In addition, if the company has any crossborder related party sales or purchases of
goods and services, the company is
required to list the top 5 foreign related
parties that it transacts with (by value of
sales or purchases respectively) and
provide the details of the RPT including
entity names, countries, relationship and
amounts transacted.

under Section 34D of the SITA (as
mentioned above);
c) Companies will be denied any yearend pricing adjustments made to
the financial accounts if no
supporting documentation is
available at the time of making such
adjustments. For instance, for
pricing adjustments that result in a
lower taxable income for the
companies, the reduction in income

Consequences of Non-compliance

will be denied a tax deduction for
tax purposes. However, for pricing

For companies which are required to

adjustments that result in a higher

prepare contemporaneous TP

taxable income for the companies,

documentation and failed to comply, the

the upward adjustment will be

companies may face the following

brought to tax.

consequences:
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Our Services
Valuation Services:


Corporate & Business Valuations



Business Valuation for Matrimonial Dissolution



Valuation For Litigations and Disputes



Intangible Assets Valuations



Share-Based Compensation



ESOP Valuations



Financial Instrument Valuation



Fairness Opinion

Corporate Advisory & Transaction Services:


Incorporation



Purchase Price Allocation



IFRS Consulting



Financial & Commercial Due Diligence



Investor Relations
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About us
Our success has always been set on the

We rely on our subject matter specialists

mantra of embodying the „human touch’ in

who think in an interdisciplinary manner,

all our professional dealings. Our

since the needs and projects of our clients

empathetic and genuine approach sets us

cannot be separated into individual

apart from the rest.

professional disciplines.

We stand out through our corporate

We are here to set the benchmark in

philosophy and client care, which is based

business valuation practice across the Asia

on mutual trust and long-term orientation.

Pacific region. We are the leading business

As much as we strive to deliver quality and

valuation provider in Asia that focuses

professional work, there is a personal

purely on business valuations. Our prime

ambition inculcated in our team to exude

focus caters to the needs of entrepreneurs

empathy, genuineness and earnestness.

and small and medium sized business in

That is what makes us special and
differentiates us. When we take on any
case, we treat it with proper attention and
due diligence that it deserves.

Asia Pacific. Offering only business
valuation services, we are able to channel
our resources and capabilities to deliver
the most accurate, effective and
professional business valuation service at
fees that just make sense.
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