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On 9 November 2020, the Inland Revenue Authority of Singapore (“IRAS”) published an e-Tax Guide entitled GST: Transfer 

Pricing Adjustments (the “e-Tax Guide”) with the objective of clarifying the goods and services tax (“GST”) treatment for 

adjustments made to the transfer prices of transactions entered into between related parties. The e-Tax Guide sets out a 

general requirement for a corresponding GST adjustment to be made where a transfer pricing (“TP”) adjustment is made 

for income tax purposes, subject to certain exceptions. This client alert highlights salient aspects of the e-Tax Guide. 

A. Background 

Related party transactions, like any other transactions, may constitute a taxable supply of goods or services for GST 

purposes. In the event that a TP adjustment to a particular related party transaction is made for income tax purposes, this 

may have the effect of increasing or decreasing the price of the supply of goods or services between the related parties. 

IRAS will generally require a corresponding GST adjustment to be made if the TP adjustment would result in a change in 

the original value of the supply of goods or services (except out-of-scope supplies) or imported goods or services (except 

non-taxable imports of goods, or imports of services not subject to reverse charge), unless the GST adjustments would not 

have an impact on the overall GST collection (see Waiver of Requirement for GST Adjustment below).  

 

a. In this regard, IRAS considers that there would be an increase in the original value of the supply or import if either:  

 

» the increase in price is effected through the taxable person or importer’s financial statements; or 

» the TP adjustment is taxable or allowable for income tax purposes (irrespective of whether the increase in price is 

reflected in the taxable person or importer’s financial statements). 

b. In contrast, there would be a decrease in the original value of the supply or import only if both of the following are 

satisfied:  

 

» the decrease in price is effected through the taxable person or importer’s financial statements; and 

» the TP adjustment is taxable or allowable for income tax purposes (irrespective of whether the decrease in price is 

reflected in the taxable person or importer’s financial statements). 
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The above applies equally to section 33(2) agents importing goods belonging to an overseas principal (who is either not 

GST-registered or is GST-registered under the overseas vendor registration pay-only regime) for the purpose of supplying 

them as the overseas principal’s agent. 

B. GST Treatment of Adjustments 

If there is an increase or a decrease in the original value of the supply or import, a GST adjustment would be required as 

follows: 

 

Supplies made in Singapore 

Type of supply to 

which TP 

adjustment relates 

Increase in price due to TP adjustment Decrease in price due to TP adjustment 

Standard-rated 

supply 

The value of the standard-rated supply should be 

increased. The taxable person should account 

for additional output tax in the GST return for the 

prescribed accounting period (see Timing of GST 

Adjustments below) and issue a tax invoice to its 

related party customer to reflect the increased 

value.  

The value of the standard-rated supply and 

amount of output tax may only be reduced 

after a credit note is issued by the taxable 

person to its related party customer reflecting 

the reduction in price of goods or services and 

the GST amount. 

 

Zero-rated or 

exempt supply 

The value of the zero-rated or exempt supply 

should be increased and accounted for in the 

GST return for the prescribed accounting period 

(see Timing of GST Adjustments below). A tax 

invoice for the increased value of a zero-rated 

supply must be issued to the related party 

customer. Where the zero-rated supply relates to 

the export of goods, there is no need to make any 

adjustment to past export permits. 

 

However, no GST adjustment is required for past 

zero-rated supply if the taxable person elects to 

forgo the additional input tax claimable arising 

from the increased value of taxable supplies in 

applying the input tax apportionment formula. 

The value of the zero-rated or exempt supply 

may be reduced.  

Out-of-scope supply No GST adjustment required. 
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Import of goods and services 

Type of import to 

which TP 

adjustment relates 

Increase in price due to TP adjustment Decrease in price due to TP adjustment 

Import of goods 

subject to GST 

GST adjustments (along with supporting 

documents, including TP policy and study) and 

additional GST should be submitted and paid to 

Singapore Customs (“SC”) through SC’s 

Voluntary Disclosure Programme (“VDP”), and a 

short payment permit should be applied upon 

notification of SC of the GST adjustments.  

 

A GST-registered importer may increase the 

value of the taxable purchase and claim GST 

paid as its input tax, subject to normal input tax 

recovery rules.  

 

The importer should obtain the relevant invoice 

(or alternative supporting document as approved 

by the Comptroller of GST) from its related party 

overseas supplier reflecting the increase in value 

of the import of goods. 

If the importer is GST-registered and has 

already claimed import GST paid earlier in 

full, no refund will be due to the importer for 

the overpaid amount. However, if the import 

GST has not been claimed in full, the importer 

may claim the excess overpaid GST in its 

GST return. 

 

A non-GST-registered importer may apply to 

SC for a refund of the GST overpaid. 

 

The importer should obtain a credit note or 

revised invoice (or any other document as 

allowed by the Comptroller of GST) from its 

related party overseas supplier reflecting the 

reduction in the price of the imported goods. 

Import of services 

subject to reverse 

charge. 

The value of the imported services and standard-

rated supplies should be increased, and 

additional output tax should be accounted for 

accordingly. The value of taxable purchases may 

be increased, and input tax may be claimed in 

accordance with normal input tax recovery rules. 

 

The importer should obtain the relevant invoice 

(or alternative supporting document as approved 

by the Comptroller of GST) from its related party 

overseas supplier reflecting the increase in value 

of the import of services. 

The value of the imported services, standard-

rated supplies and output tax may be 

reduced, and the value of the taxable 

purchase and input tax may also be reduced 

in accordance with normal input tax recovery 

rules. 

The importer should obtain a credit note or 

revised invoice (or any other document as 

allowed by the Comptroller of GST) from its 

related party overseas supplier to reflect the 

reduction in the price of the imported 

services. 

Import of goods not 

subject to GST or 

services not subject 

to reverse charge. 

No GST adjustment required. 
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C. Timing of GST adjustments 

The necessary GST adjustments should be made in the prescribed accounting period at the earlier of when:  

 

a. the invoice or credit note is issued; or 
 

b. payment is received or made in respect of the TP adjustments for the supply of goods or services or for the imported 
services, as the case may be. 

 

However, in the case of reverse charge supplies, the necessary GST adjustments should be made based on the same time 

of supply rules consistently applied to other reverse charge supplies of that taxable person. 

 

Where additional output tax is involved, the GST adjustment must be made in the GST return after 12 months from the date 

that the goods were removed or made available to its related party customer, or services performed, as the case may be, 

even if no invoice has been issued or payment received in respect of the TP adjustments. If the TP adjustment is made 

after the lapse of the 12-month period, the GST adjustment must be made in the prescribed accounting period during which 

the TP adjustment is made. 

 

Penalties will generally not be imposed on GST adjustments arising from TP adjustments as long as they are made within 

the above-described timeframes, provided that there is full cooperation with IRAS or SC when queried on the TP 

adjustments and payment of any additional GST is made to IRAS or SC (or arrangement for such payment is made and 

honoured). 

D. Apportioning TP adjustments using proxies 

Given the potential difficulties faced by businesses in tracing TP adjustments to specific transactions, a taxable person or 

importer may make corresponding GST adjustments to the value of its supplies of goods and services or imported services 

subject to reverse charge (as the case may be) by apportioning the TP adjustments based on one of two proxies, provided 

that the selected proxy is applied consistently to all relevant transactions: 

 

a. proportion of standard-rated, zero-rated, exempt or out-of-scope supply; or 

 

b. amount of time spent, sales revenue supported, or number of end-customers serviced (suitable for allocation of charges 

relating to services performed for regional or global entities). 
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E. Waiver of requirements for GST adjustments 

As an administrative concession, the Comptroller of GST and SC would not require a corresponding GST adjustment to be 

made in the following situations (other than imports of dutiable motor vehicles) where the additional GST to be accounted 

on that supply would have been fully claimable by the purchaser, irrespective of whether or not there is in fact an increase 

or decrease in price: 

 

a. Taxable imports: At the time the TP adjustment is made, the importer is entitled to full input tax credit on the import, 

or the imported services are not subject to reverse charge. Where the importer belongs to a GST group, the group must 

be entitled to full input tax credit; 

 

b. Standard-rate supplies: At the time the TP adjustment is made, the related party customer is entitled to full input tax 

credit on the supply made by the taxable person, and the taxable person is entitled to full input tax credit on its purchases 

and expenses; and 

 

c. Zero-rated and exempt supplies: At the time the TP adjustment is made, the taxable person is entitled to full input tax 

credit on its purchases and expenses. 

 

The taxable person or importer may avail to the concession on a self-assessment basis – an application to IRAS or SC to 

request for the concession is not necessary. Where the concession applies, the taxable person or the supplier to the importer 

need not issue an additional invoice or credit note to the related customer for GST purposes and need not make corrections 

to any past import or export permits. However, documentation must be maintained to support the taxable person or 

importer’s eligibility in the event of an audit by the Comptroller of GST. This includes, in the case of a waiver for GST 

corresponding adjustments to a standard-rate supply, documents proving that the related party customer was entitled to full 

input tax credit in the prescribed accounting period and relevant longer period when the TP adjustment was made. 

F. Our Observations 

The e-Tax Guide provides clear guidance on IRAS’ approach towards the GST treatment of TP adjustments and 

underscores the importance of proper TP policy and documentation beyond income taxation, as these will be required in 

order to substantiate qualification for the administrative concession and to support the TP adjustments and corresponding 

GST adjustments when queried by the authorities. 

 

One area in which there is some ambiguity is the legal basis for requiring an increasing GST adjustment solely because 

the TP adjustment is taxable for income tax purposes. As a general rule, the consideration or transaction value forms the 

basis of value of supplies and imports for GST purposes. Where an increasing TP adjustment is taxable for income tax 

purposes but not effected through the financial statements of the taxable person, there is no change to the consideration 

or transaction value since the adjustments are made solely for income tax purposes but do not affect the contractual price 

paid or payable between the related parties. It would appear that the legal basis for Comptroller of GST to require an 

http://www.taxiseasia.com/
https://www.lpi.lawsociety.org.sg/smartlaw-recognition/
https://www.linkedin.com/company/wtstaxise/
https://www.taxiseasia.com/


Taxise Asia LLC 

8 Shenton Way #36-03, AXA Tower Singapore 068811 

Taxise Asia LLC (member firm of WTS Global) ("WTS Taxise").  WTS Taxise is a boutique specialist 
international tax, transfer pricing and international trade Singapore law practice and is the exclusive 
member for Singapore of WTS Global.   

www.TaxiseAsia.com ©Taxise Asia LLC 2020  |  6 

increasing GST adjustment in such a case would be the general anti-avoidance rule (“GAAR”) under section 47 of the GST 

Act, which empowers the Comptroller of GST to vary an arrangement and make adjustments to counteract any tax 

advantage. However, the wordings of the GAAR suggest that it applies to tax avoidance schemes involving GST but not 

other tax types, and therefore it is unclear to what extent the GST adjustments could be required under the GAAR if one of 

the main purposes of the arrangement is the avoidance or reduction of income tax and not GST, or if there are bona fide 

commercial reasons for the original pricing arrangement.  

 

It is also important for companies to consider whether corresponding adjustments for income tax, indirect tax or customs 
duties purposes should be made for the related party which is affected by the TP adjustments made by the taxable person 
or importer in Singapore. 
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