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Agenda
« What are the transfer pricing (“TP”) rules in Singapore?
« What are the TP compliance requirements for YA2018?

« What are the new TP rules for YA2019 and how can we

prepare?
« How to avoid common TP mistakes - let's have some fun!

« Q&A
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TP rules In Singapore
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What is TP? Why is TP important

« The price at which goods, services, financing or
Intellectual property is transferred between related parties

« TP is iImportant because it affects the amount of tax paid
to tax authorities.

« The Organisation for Economic Co-operation and

Development (“OECD”) and Base Erosion Profit Shifting
(“BEPS”).
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What are related parties?

100%

Two persons are related parties
with respect to each other if:

(a) Either person, directly or
Indirectly, controls the other
90%

person; or |

(b) Both persons are, directly

or indirectly, controlled by a

90%
common person.
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Arm’s length principle

¢ International standard to guide TP

“* Requires a transaction with a related party, made under
comparable conditions and circumstances as a
transaction with an independent party, to be treated
comparably

“ Sanity check: Would you do this with a third party?
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Arm’s length principle

Singapore

Co. A

100 a for $X 100 a for $X

Company A subsidiary Company B
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A snapshot of the evolution of TP In SG

Jan 2015 Jan 2016 Jun 2016  Nov 2016 Jan 2017  Jun 2017 Jul 2017 Oct 2017 Feb 2018 Aug 2018

_ Publication Publication of e-Tax Amendments Publicg?ion of
Introduction of Singapore of ath edition Guide on CbCR made to 3rd edition of
contemporaneous became a ; (2nd edition) & Income Tax e-Tax Guide
TPD for YA2015 BEPS Introductionof _OT€T&X o o re  Consultationon At for TP on CbCR
Associate new TP ~ GuideonTP signs the  draft Income Tax Publication of
Publication rgporting _ MCAA for (Amendment) Bill 5th editic_)n of e-
of 3rd edition reqwrements n exchange of 2017 Tax Guide on
of e-Tax tax returns CbCR TP
Guide on TP for YA2018

©2018 Grant Thornton Singapore Pte Ltd. Al rights reserved. ° GrantThornton | An instinct for growth’



What are the transfer pricing
compliance requirements for
YA20187?




@@ @@

Country-by-Country Report
(“CbCR”)

Transfer Pricing Documentation
(“TPD”)

Form for reporting related party
transactions

Others
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CbCR

Table1.  Overview of allocation of income, taxes and business activities by tax jurisdiction
Table2,  Listofall the Constituent Entities of the MNE group included in each aggregation per tax jurisdiction
Name o the MNE group:
Financil year concerne: Name of the MNE group:
Cumeney used: Fiscal year concerned:
A Tage Main Business Activity(ies)
Proft(Loss) | Inome Tax | incame Tax Assefs ofer % M 4 £
Tl | | e | Falon | onad- | ooy || rted i i3 : .
by || T | Gt | it Cgtd | Eanngs | Emoiess | o Consiuent | TR ursditon | & § 3 $ | ¢ 8 2
Equivderts Eriies | OfCrganisaion | ¢ | 22| 3 i 5 g ﬂ § § 1 8
Tax Residentin | rIncorportion § &"g 4 5 ) 3t sel £ ¢ 5%
duidicion | "R | i Different fom 52l S| e | s | ei| 8% ¢ @ g8
.Iurigdil?ﬁ):m Tax Jurisdiction § s ° £ 2. -3!% \5{ 3| & LE
of Residence 5| 85 % ﬁ i E‘é 2| 0| 3, § ne|
§ 28| 2| 9| 33| 28| 85| 3| 8| ) 85| 8 %
1NN RN BN IR IR B I
¢ | 22| & s wd| €5 o3 H Co £ 28 8 o
1.
Table 3. Additional information

Name of the MNE group:
Fiscal year concerned:

Please include any further brief information or explanation you consider necessary or that would facilitate the understanding of the compuisory
information provided in the Country-by-Country Report.
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CbCR

Who needs to file?

«  Ultimate parent entity of the Singapore MNE group will be required to file a CbCR for all entities in
the group.

«  CbCR needs to be submitted in Singapore if all conditions below are met:

1) Ultimate parent entity of the MNE group is a tax resident in Singapore; and
2) Consolidated Group revenue exceeding SGD 1,125m in preceding financial year and whose
ultimate parent entities are tax residents in Singapore.

Did you receive a letter from IRAS to submit a CbCR?
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What is a Master File?
What is a Local File?

« Master File — provides group information (including group
operations, TP policies, intangibles, global allocation of
Income, etc.)

* Local File — provides entity level information (functions of
local entity, related party transactions undertaken,
economic analyses, etc.)
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TPD... Who has to prepare?

EVERYONE!

Unless you fall under the following conditions and safe

harbours:

Domestic transactions where tax rates are the same
(excluding related party loans);

Related domestic loan is provided between the taxpayer
and a related party in Singapore and the lender is not in
the business of borrowing and lending;

Provision of certain routine support services and where
a 5% cost mark-up is applied,;

Where an indicative margin for related party loans is
applied;

Where the related party transactions are covered by an
agreement under an Advance Pricing Agreement; or

14
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- Where the value or amount of the related

party transactions (excluding the value or
amount in the above) does not exceed the
thresholds shown in the table below:

Category of related party transaction

Threshold (SGD) per financial year

Purchase of goods from all related parties 15 mullion

Sale of goods to all related parties 15 mullion

Loans owned to all related parties 15 mullion

Loans owned by all related parties 15 mallson

All other categories of related party transactions FARGERECT I PRI HEET

such as service fees, license fees, rovalty fees,

rental, etc.
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Form for reporting of related party transactions

Country
[Ses Mote 2)

<Emie TLA ¥ O Company @ ME LDmaE Sy Seme e e

Part 3 - Dedails of Related Party Transactions
I EeE o
=% E=2

3a Sale of goods 10 or purchase of geods from all relsted parSes. | 1 1 |
= Servces rencensd 10 OF received from sl related partes L | | ]
3e. Foysities, hoence fees ard other Sy e i - eparty

righas froeuebo B8 relabea partes (See reote 31 L | | |
el Intarast fremen or f 8l relstes Sy i ] | |
e Crther L] parbes nof tading Lndker Bones 2a bo 3a | 1 L |
ar. Tedal of Bcxes 3a to 3e K L e 1 L |
Fart 4 - tion on Sale of Goods and Provision of Services L.

Armount
=%
| 1 1 |
L 1 1 I
L || |
L 1 1 |
L 1 0 1
Purchase of goods &nd services from the top S (based on lotad walee) relabed partes putside Segapore:
Felstonship
Comantry Codke Typ=s Code Armount
(Sem Mota I (Swa Mote 4} =%

b s o b

____,_

S5
e Leans and nor-trede amourts due from all related parbes | |1 |
=3 S35
ee Leans and non-trade amourts due to il related pact 1 I 1 1
Fart 7 - Declaration
! et e = Freen is tree and comelate
Full neena snd signebsne of suthonsed person [(See MNote S Darsigration Cata

EE i Bimm e e S AT

©2018 Grant Thornton Singapore Pte Ltd. Al rights reserved. ° GrantThornton | An instinct for growth’



Form for reporting of related party transactions

Who needs to prepare?

« Taxpayers whose aggregated amount of related party transactions
exceeds S$15m for the relevant YA

* The aggregated amount of (1) related party transactions in income
statement but excluding compensation paid to key management
personnel and dividends; and (2) year-end balances of loans and non-
operating amounts due to or from all related parties

When is it due?
* With the tax return for the relevant YA

. .
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Others

Other supporting documents that can be requested
« Intercompany agreements
* Invoices
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66

| have not breached the safe harbour
thresholds, therefore | don’t need to worry
about TP.

True or false or maybe?
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66

| have a Group TP policy, | am TP
compliant

True or false or maybe?
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What are the transfer pricing
compliance requirements for
YA2019 and onwards?




TPD

Who needs to prepare?
«  Singapore taxpayers who meet the following conditions:

—  Gross revenue > $10 mil for the basis period; OR
— TP documentation is required to be prepared for the previous basis period

When is it due?
* Not later than the filing due date of the tax return

How often do | need to update my TPD?

«  Every 3 years provided that there are no significant changes between the first year the TPD was
prepared and the subsequent two years.

* Inthe two years a TPD is not prepared, a simplified TPD still needs to be prepared.
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TPD — Example

YA2019

YA2020

YA2021

YA2022

Gross revenue
> SGD $10M?

Gross revenue
> SGD $10M?

Gross revenue
> SGD $10M?

Gross revenue
> SGD $10M?

22

©2018 Grant Thornton Singapore Pte Ltd. All rights reserved.

Yes
Need TPD
No Prep@&ezt(j)l'gP?D for Yes Need TPD
No Prep@&e;%;g?D for Yes Need TPD
No Prep@&ezc(l)leP?D for ves No need TPD
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Penalties

YA2018 and prior years YA2019 and onwards
« Up to $1,000 fine » Up to $10,000 fine

» 5% surcharge on TP adjustment regardless
of tax payable
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A snapshot of the evolution of TP In SG

Jan 2015 Jan 2016 Jun 2016  Nov 2016 Jan 2017  Jun 2017 Jul 2017 Oct 2017 Feb 2018 Aug 2018

_ Publication Publication of e-Tax Amendments Publicg?ion of
Introduction of Singapore of ath edition Guide on CbCR made to 3rd edition of
contemporaneous became a ; (2nd edition) & Income Tax e-Tax Guide
TPD for YA2015 BEPS Introductionof _OT€T&X o o re  Consultationon At for TP on CbCR
Associate new TP ~ GuideonTP signs the  draft Income Tax Publication of
Publication rgporting _ MCAA for (Amendment) Bill 5th editic_)n of e-
of 3rd edition reqwrements n exchange of 2017 Tax Guide on
of e-Tax tax returns CbCR TP
Guide on TP for YA2018
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Penalties

YA2018 and prior years YA2019 and onwards
« Up to $1,000 fine » Up to $10,000 fine

» 5% surcharge on TP adjustment regardless
of tax payable
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How to avoid common TP
mistakes — let’s have some fun!




66

| am TPD compliant because | have a
signed agreement with my related parties
already

True or false or maybe?
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66

My Group has a Master File, therefore | am
TPD compliant in Singapore

True or false or maybe?
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66

| am TP compliant, | charge to my related
parties the cost incurred for supporting
them

True or false or maybe?
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66

| am earning so much more than my
competitors in the same market for doing
the same function. | pay more tax in
Singapore than my competitors so | have
no TP risk.

True or false or maybe?

9
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66

Yes, | am at an operating loss position and
| only transact with related parties, but my
business is unique, so my TP is at arm’s
length

True or false or maybe?

9
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Summary

« Many taxpayers in Singapore will have to prepare TPD and RPT
Forms.

« Very few Singapore businesses will have to prepare CbCR.

TP s not a one sided analysis.

* You could have related party transactions even if you do not charge
for them.

- TP landscape is changing constantly and rapidly.
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Thank you

Questions
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