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Every function that one entity performs for another must be paid for at arm's length.
Switzerland has no transfer-pricing statute. The arm's length principle is derived
from the rules on hidden profit distributions and hidden capital contributions in the
DFTA and applied by reference to the OECD Guidelines. The Swiss Federal Tax
Administration published a question-and-answer document in 2024 that confirms
the approach.! Singapore has a statutory arm's length rule in s. 34D of the Income
Tax Act and mandatory transfer-pricing documentation for companies with gross
revenue above S$ 10 million. Adjustments carry a five per cent surcharge. Routine
support services enjoy a safe harbour of cost plus five per cent.?

The typical dual-hub group has three flows. The Swiss operating company develops
the protocol for the foundation under a development agreement. The Singapore
company provides business development, community and support services to the
foundation or to the Swiss company under a services agreement. One entity licenses
the brand or the proprietary tooling to the other. The development agreement is
priced at cost plus a margin, which for high-value development is above the five per
cent routine-services safe harbour and in practice falls in the range of eight to fifteen

per cent, benchmarked against comparable software development agreements. The
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services agreement for business development and support can sit at cost plus five per
cent in Singapore if it is routine, with the risk that IRAS considers business
development for a token project to be more than routine. The licence is priced by
reference to comparable royalty rates, which for protocol brands barely exist, so

most groups use a profit-split or residual method and document the reasoning.

Both administrations have a particular sensitivity. The Zug tax administration looks
for value leaving Switzerland through under-priced development work to a
foundation or through management fees to a Singapore company whose managers
in fact sit in Zug. IRAS looks for value leaving Singapore through royalties to a
Swiss intellectual-property owner that has no DEMPE substance. The treaty's
associated-enterprises article and mutual agreement procedure provide a remedy for
double taxation after an adjustment, but it is slow.> Documentation prepared at the

time of the transaction is the only efficient protection.

Notes

1. DFTA, SR 642.11, Art. 58 para. 1 lit. b (hidden profit distributions added back
to taxable profit); Swiss Federal Tax Administration and SIF, "Transfer
pricing: questions and answers", published 23 February 2024; FTA Circular

No. 4 of 19 March 2004 on service companies (cost-plus). <

2. Income Tax Act 1947, s. 34D (arm's length principle) and s. 34F (transfer
pricing documentation; surcharge under s. 34E); IRAS e-Tax Guide, "Transfer
Pricing Guidelines", 7th edition, 14 June 2024, sections 6 and 14
(documentation thresholds; routine support services at cost plus 5 per cent).
o

3. Switzerland-Singapore double taxation agreement of 24 February 2011, SR
0.672.968.91, Art. 9 (associated enterprises) and Art. 24 (mutual agreement
procedure). Part G, Chapter IX, and Part M, Chapter IX. <
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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.

© 2026 Dr Alexander Ressos. This article may be quoted with attribution to SingaporelQ
(SingaporelQ.com). Reproduction in full and any commercial use require prior written consent. The
Legal Terms at https://singaporeiq.com/legal-terms apply.
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