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Neither hub tolerates a residence that exists only on paper. Swiss tax law applies the
doctrine of tax avoidance (Steuerumgehung) where a structure is unusual, chosen
solely to save tax and would in fact achieve that saving. The Federal Supreme Court
has applied it to residence claims where the taxpayer's life remained elsewhere.!
Singapore has a general anti-avoidance rule in s. 33 of the Income Tax Act. The
Court of Appeal in Comptroller of Income Tax v AQQ held it to apply where the
arrangement's purpose or effect is to reduce tax and it cannot be explained by bona
fide commercial reasons.? Neither rule is engaged by a founder who moves in fact.
Both are engaged by a founder who takes a flat in Zug or a serviced apartment in
Singapore, spends forty days a year there and runs the project from the city they left.

Cross-border perspective

A founder can make the decision between Zug and Singapore in three steps. First,
ask whether you will keep working on the project for the next three years. If yes, the
Swiss lump-sum is unavailable. The comparison is then between ordinary Zug
taxation, with its tax-free capital gains but annual wealth tax, and Singapore, with its
tax-free capital gains and no wealth tax but employment-income taxation of the

vesting tranches at up to 24 per cent. The two are close, so the location of your
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investors, your exchange partners and your team will usually decide. Second, if you
have stepped back, the Zug lump-sum produces the lowest tax cost of any option in
this chapter, provided you can obtain the permit without working. Third,
whichever hub you choose, the character of your allocation as purchased capital or
earned remuneration drives more of the result than the choice of hub. That

character is decided by the documents signed before the grant.

Notes

1. BGE 138 I 239, consid. 4.1 (the three-part test of tax avoidance); BGE 132 1

29, consid. 4 (determination of tax domicile by the centre of vital interests). <

2. Income Tax Act 1947, s. 33; Comptroller of Income Tax v AQQ [2014] SGCA
15 at [46]-[53] and [107]-[110]. <

Disclaimer

This article is provided for general information only. It is based on publicly available sources as at its
date of publication. These sources have not been independently verified against licences, regulatory
registers or the records of the entities concerned. It is not legal, tax, financial or investment advice.
Nor is it a recommendation to invest in, transact with or use the services of any entity mentioned.
Law and regulation change frequently, so the content may be incomplete or outdated. To the fullest
extent permitted by law, Dr Alexander Ressos and the publisher of SingaporelQ exclude all liability
for loss or damage arising from the use of or reliance on this article. Readers should obtain advice on
their specific circumstances before acting or refraining from action.

Names and trademarks of the entities discussed belong to their owners and are used for identification
only. Their mention implies no endorsement, affiliation or allegation of wrongdoing. All Singapore
law advice is provided by a duly licensed and regulated firm of Singapore advocates and solicitors
only on the basis of an express written letter of engagement. Corrections and updates:
contact@ressos.com.
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