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Mahip Gupta is a partner with 
Dhruva Advisors and is based in 

Singapore. He has nearly three 
decades experience advising 

clients from various industries on 
a wide range of international and 

local tax issues. His experience 
includes dealing with international 

and local tax planning, business 
structuring, negotiating tax 

incentives, due diligence, tax 
controls, tax compliance and 

transfer pricing. He also brings 
valuable in-house tax experience 
from a Fortune 500 multinational 

company where he was global 
tax lead of its key international 

businesses. He has also assisted 
business associations and 

government agencies in lobbying 
for tax law changes and drafting 

tax legislation.

 Q. What do you consider to be among the 
key developments affecting corporate tax in 
Singapore over the last year or so?

GUPTA: To align with the base erosion and profit 
shifting (BEPS) initiatives and restrict tax benefits 
for intellectual property rights (IPR) generated 
outside Singapore, amendments have been made 
to the IP Incentive Scheme. Singapore has adopted 
the ‘modified nexus approach’ recommended by 
the Organisation for Economic Co-operation and 
Development (OECD) and has removed certain IP 
income from the existing scope of its tax incentives. 
General anti-abuse rule (GAAR) provisions have 
also been widened. Furthermore, a 50 percent 
surcharge has been introduced on additional taxes 
arising from any GAAR adjustments from 2023 
onward. There has also been an increased number 
of audits regarding transfer pricing matters and 
additional guidance has been issued on various 
matters including advanced pricing arrangements 
(APAs), related party financial transactions, cost 
contribution arrangements, related party services, 
and so on.
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 Q. To what extent have tax authorities 
in Singapore increased their monitoring 
and enforcement activities?

GUPTA: There has been an increase in 
monitoring and enforcement activities by way 
of a growing number of audit notices to identify 
GAAR and transfer pricing adjustments. Also, 
Common Standard on Reporting and Due 
Diligence for Financial Account Information 
(CRS) and Foreign Account Tax Compliance 
Act (FATCA) initiatives are being stringently 
implemented with notices issued to businesses 
to check whether they are compliant with CRS 
and FATCA. Most applications for tax residency 
certificates are being stringently reviewed to 
assess the presence of management and control 
in Singapore. There has also been an increase in 
the number of audit notices issued to businesses 
claiming any tax exemption, such as foreign-
sourced income exemption (FSIE), the Financial 
Sector Incentive for Fund Management (FSI-FM) 
and so on, with extensive scrutiny of each aspect 
and condition.

 Q. How are tax authorities approaching 
the issue of transfer pricing? In your 
experience, do companies tend to 

underestimate the risks and challenges in 
this area?

GUPTA: Singapore has adopted a practical 
approach to transfer pricing which requires 
companies to maintain costly transfer pricing 
documentation where the businesses and 
transactions are large enough to bear the cost. 
Also, where the nature of transactions as well 
as the circumstances remain the same, transfer 
pricing documentation, once prepared, can be 
used for three years. For smaller cases, the arm’s 
length principle (ALP) expectation remains, 
and authorities still ask questions to justify 
transfer prices between related parties. That said, 
there are safe harbour provisions issued in the 
guidelines which businesses can make use of, to 
ensure that the ALP condition is satisfied.

 Q. How would you describe tax laws 
in Singapore as they relate to foreign 
entities? Are there any unique regulatory 
aspects, whether positive or negative, that 
need to be considered?

GUPTA: Most foreign entities are not taxable 
in Singapore unless they have some business 
operations or a permanent establishment in 
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Singapore. Exit gains, dividends and offshore 
services fees earned by foreign entities without 
a permanent establishment are not taxable in 
Singapore. Furthermore, most of the income 
earned by foreign fund entities managed by 
a regulated fund manager in Singapore also 
enjoy specific tax exemptions, contingent on 
the fulfilment of certain conditions. Also, the 
unfair advantage to foreign entities on the value 
added tax (VAT) front has been mitigated by a 
recently implemented reverse charge mechanism 
for service imports, as well as registration 
requirements for ecommerce players meeting 
certain minimum thresholds.

 Q. Have you seen an increase in tax 
disputes in Singapore? What lessons can 
companies learn from recent settlements, 
prosecutions, penalties and court rulings?

GUPTA: We have seen an increase in the 
number of advance rulings and APAs to 
proactively attain certainty, particularly when 
compared to tax disputes, which are mostly 
settled before a case reaches the judiciary. More 
than 30 advance rulings summaries have been 
published by the Inland Revenue Authority 
of Singapore (IRAS) since April 2020. The 
matters on which advance rulings have been 
issued so far include: the characterisation 
of hybrid instruments and related issues, 
withholding on payments made pursuant to 

licence agreements, income tax issues relating 
to foreign limited partnerships, tax treatment of 
expenditure incurred to acquire new business, 
the applicability of deemed remittance for capital 
reduction exercise, withholding tax matters, 
amalgamation, and franchise income, among 
others. On the litigation front, very few cases go 
to or beyond the board of review stage.

 Q. What is your advice to a company 
that finds itself subject to a tax-related 
audit, investigation or enquiry?

GUPTA: Companies must place all available 
facts before their tax adviser, who will then be 
best placed to guide the company on strategy 
as well as represent them before the tax office. 
When responding to any tax queries made by 
the IRAS, it is important to understand the 
rationale behind the queries and the supporting 
documentation that the IRAS expects taxpayers 
to submit. Where an experienced tax adviser 
can add immense value is in the articulation of 
responses that can cut short the duration of an 
audit. It is generally seen that in cases where, 
during tax queries, genuine mistakes made by 
taxpayers are identified, the IRAS is considerate, 
and no significant penal actions are undertaken, 
if taxpayers provide satisfactory reasons for the 
errors along with preventive measures to be 
implemented in future.
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and solutions to complex problems in tax and regulatory matters. The firm’s 
professionals have advised on some of the most complex transactions and have 
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“ Singapore has adopted a practical approach to transfer 
pricing which requires companies to maintain costly 

transfer pricing documentation where the businesses and 
transactions are large enough to bear the cost. ”

 Q. What steps can companies take 
to ensure they maintain robust tax 
compliance processes while maximising 
tax efficient structures?

GUPTA: While there is no ‘one size fits all’ 
strategy, it is advisable for companies to place 
all facts before their tax adviser, along with the 
overall objectives, to enable the tax adviser to 
advise them adequately. The tax adviser can also 
provide a checklist of various tax implications 
and compliance considerations, including 
transfer pricing, withholding tax matters and so 
on, that may apply to Singapore companies from 
time to time. As and when the criteria set out in 
the checklist is fulfilled, companies can approach 

the tax adviser for further steps. Also, before 
entering any major transaction, it is advisable 
to seek guidance, to ensure that appropriate 
documentation is maintained by the companies 
in a contemporaneous manner and also that 
critical compliance steps are not missed. 


