
 

 
 

  

Singapore: updated guidance on Corporations’ Tax Residency Status and Permanent 
Establishment during COVID-19  

 
The Inland Revenue Authority of Singapore (IRAS) has recently updated its Covid-19 support 
measures and tax guidance concerning Singapore tax residency status for corporations and 
permanent establishment. We briefly summarize here below the guidance issued by IRAS. 
 
Tax Residency Status  
 
A company incorporated in Singapore may be either a tax resident or a tax non-resident of 
Singapore. Pursuant to the Singapore Income Tax Act (Chapter 134) (‘ITA’), a company is 
regarded as a tax resident in Singapore for a particular Year of Assessment (‘YA’) if the 
control and management of its business was exercised in Singapore in the preceding 
calendar year. For example, a company is a Singapore tax resident for YA 2021 if the control 
and management of its business was exercised in Singapore for the whole of 2020.  
 
The meaning of “control and management” is derived from common law principles — being 
the directing authority that controls the affairs of a company, usually the making of decisions 
on strategic matters, such as those on company policy and strategy. Therefore, where the 
control and management of a company is exercised is a question of fact:  typically, the location 
of the company's Board of Directors meetings, during which strategic decisions are made, is 
a key factor in determining where the control and management is exercised, provided that the 
control and the management of a company is vested in its Board of Directors. 
 
Having said the above, it must be noted that the IRAS will consider several factors in 
determining whether a company is tax resident in Singapore, such as: 
 

i. whether the majority of the meeting of the company is held in Singapore; 
ii. the place where the business operations of the company are located and whether any 

other persons (based in Singapore) besides the directors have de facto powers for the 
management of the company’s business; 

iii. whether the company receives support or administrative services from a related 
company; 

iv. the company has at least one director based in Singapore, who holds executive 
position and is not a nominee director; 

v. the company has at least one key employee (i.e. CEO, CFO, COO) based in 
Singapore; and 

vi. where the physical location of the books and records of the company are kept. 

 
As a consequence, the residency status of a company may change from year to year, 
depending on the circumstances, and the place of incorporation of the company not 
necessarily will be itself indicative of its tax residency status.  
 
In times of Covid-19, if the directors of a company are not able to enter Singapore to hold any 
board meetings or carry on its usual business operations from Singapore, there may therefore 
be legitimate concerns that the company’s Singapore tax residency status may be questioned. 
Hence, it is announced by IRAS in the Guidance Note that it is prepared to consider that a 
company is a Singapore tax resident in that Year of Assessment if it meets the following 
conditions: 
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i. the company is a Singapore tax resident for the immediately preceding YA; 
ii. there are no other changes to the economic circumstances and business model of the 

company; and 
iii. the directors of the company have to attend the board of directors meeting held outside 

Singapore or the meeting is held via electronic means (e.g. via video-conferencing, 
tele-conferencing, etc.) due to the directors being temporarily restricted in their travel 
as a consequence of COVID-19. 

 
The basis of taxation for a resident company and non-resident company is generally the same 
except for certain benefits available only to tax resident companies, such as:  
 

 most of the tax incentives;  
 income tax exemption scheme available for new start-up companies; 
 income tax exemption on foreign-sourced dividends, foreign branch profits, and 

foreign-sourced service income under section 13(8) of the ITA (provided certain 
conditions are met); and 

 benefits conferred under the Avoidance of Double Taxation Agreements (DTA) that 
Singapore has concluded with treaty countries. 

 
 
Non-Singapore Incorporated Companies and Singapore branches of foreign companies 
 
Non-Singapore incorporated companies and Singapore branches of foreign companies are 
controlled and managed by their foreign parent and are, therefore, regarded as non-residents.  
 
 
Permanent establishment of a foreign company 
 
As a general remark, it must be noted that the presence of a Permanent Establishment (‘PE’) 
in Singapore is largely irrelevant, except for treaty purposes, as Singapore taxes with 
reference to the source of income rather than the presence of a PE. However, a PE is an 
indication of source. 
 
The definition of a PE in Singapore’s double taxation agreements (DTAs) is largely based on 
the Organisation for Economic Co-operation and Development (‘OECD’) Model Tax 
Convention definition, according to which it is generally taken to be a fixed place through which 
the business of an enterprise is wholly or partly carried on: therefore, it normally includes a 
place of management, a branch, an office, a factory, a workshop, etc. 
 
In addition, and subject to the terms of the relevant agreements, a non-resident may have a 
PE in Singapore if one: 
 

I. has a building site or a construction, assembly, or installation project that lasts longer 
than a specified period, or supervisory activities connected with the building site or 
construction project; 

II. furnishes services (including consultancy services) through employees or other 
personnel in Singapore for more than a specified period; or 

III. has a person in Singapore who has, and habitually exercises, a general authority to 
negotiate and conclude contracts on behalf of the enterprise. 
 

The Singapore tax legislation defines a PE more broadly than most of the DTAs; however, this 
may be largely irrelevant where a treaty can take precedence. 
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Where the employees of a foreign company have had to remain in Singapore due to travel 
restrictions related to Covid-19, their presence in Singapore does not result in the creation of 
a Permanent Establishment in Singapore for the foreign company for YA 2021 and/or YA 
2022, provided all the following conditions are met: 
 

i. The foreign company does not have a PE in Singapore for the immediately preceding 
YA. 

ii. There are no other changes to the economic circumstances of the company. 
iii. The presence of the employees in Singapore is unplanned and due to travel 

restrictions related to Covid-19, and their physical presence in Singapore is temporary 
(i.e., generally, not more of 183 days from the arrival in year 2020). 

iv. The activities performed by these employees during their presence in Singapore would 
not have been performed in Singapore if not for the said travel restrictions. 

v. These employees will leave Singapore as soon as they are able to do so. 
 
To support the tax residence status and the position that there is no PE in Singapore, 
companies should keep relevant documentation and records and provide such information to 
the IRAS if required. 
 
 
 
 
 


