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In brief 

The Inland Revenue Authority (IRAS) is placing greater attention on tax defaulters through regular audits 

as part of the authority’s broader focus to deter non-compliance. While employers may not be able to 

prevent an audit, there are a number of actions that can be taken to help ensure an organization is 

‘audit-ready,’ while also strengthening their compliance. 

 

In detail 

Focus on payroll audits 

The proportion of labor tax 

collected has increased 

noticeably, compared to the 

total tax paid by a company. 

This trend is supported by the 

Paying Taxes 2019 report, 

which found that globally, labour 

taxes now account for 

approximately 40% of the total 

tax collected.  

This growing emphasis on 

labour taxes has translated to 

relevant authorities making 

payroll audits a key focus in 

many countries, particularly 

within the past 12 months. 

In Singapore, the IRAS and the 

Central Provident Fund (CPF) 

Board increasingly have 

become active in seeking out 

tax, payroll, and CPF non-

compliance.  

Many employers are receiving 

investigation letters as part of a 

collaborative audit by Ministry of 

Manpower (MOM) and the CPF 

board, focusing on CPF and 

compliance with employer 

obligations.  As a result, it is 

imperative that employers act 

now to prepare. 

Complex payroll requirements 

Organizations may have a 

perception that their payroll is 

simple, straightforward, and 

lacking in complexity, and 

therefore, a payroll review may 

be redundant. However, in the 

most recent Global Payroll 

Complexity Index 2017 report, 

Singapore was ranked as the 

fifth most complex payroll 

jurisdiction, out of 48 countries 

surveyed, and the most complex 

in the Asian region.  

This may be a surprising result, 

but demonstrates why 

organizations should pay 

greater attention to their payroll 

and ensure it is accurate, 

compliant, and ‘audit-ready.’ 

What does it mean to be audit 

ready?  

Audit readiness from a payroll 

perspective requires a focus on 

key functions and an 

examination of the following 

fundamental questions: 

1. Does your current end-to-

end payroll process connect 

all the ‘dots’ to meet 

statutory compliance 

requirements. 

 

 

https://www.pwc.com/gx/en/paying-taxes/pdf/pwc-paying-taxes-2019.pdf
https://marketing.ngahr.com/payrollcomplexity-2017/
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2. Is there regular communication 

flow between the payroll, tax, 

finance, human resources, and 

mobility teams? 

3. Are there individuals or teams 

who take responsibility and 

accountability for ensuring full 

compliance? 

4. How confident is an organization 

that it has a strong governance 

structure overlaying its end-to-end 

payroll process, effectively 

mitigating any gaps or exposures? 

 

Consider the following roadmap to assist: 

 

Roadmap for audit readiness  

1. Governance Implement a strong governance structure. 

Outline your current end-to-end process. 

Document your payroll process into policy documents and update 

these regularly. 

Ensure controls are built into your payroll process for risk 

management purposes. 

Confirm appropriate sign-offs have been assigned at relevant stages 

of the payroll process. 

Ensure adequate records are retained to support tax, payroll, and CPF 

compliance and reporting. 

Manage third party vendors to align expectations. 

2. Review Review payroll and statutory reporting requirements. 

Confirm all payroll codes have been set up in the system, to allow for 

all wage types to be reported including capturing off-payroll items such 

as benefits-in-kind and equity. 

Review all payroll codes to assess the accuracy of mapping for tax 

and CPF reporting. 

Ensure the mapping of payroll codes is reviewed on a periodic basis 

(at least every two to three years) to maintain accuracy for tax and 

CPF compliance. 

Ensure the mapping of payroll codes is updated to reflect legislative 

changes, as and when required. 

Check outputs to ‘test’ if the process works. 
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3. Assess risk and remediate Identify exposures and undertake remedial action. 

Conduct internal checks periodically. 

Identify compliance and reporting gaps in payroll policies, processes, 

and systems. 

Assess the impact of identified gaps, including calculation of potential 

underpayments or exposures. 

Take remedial action as soon as possible, including the preparation 

and lodgement of voluntary disclosure documents where relevant. 

Update payroll policies, processes, and systems to mitigate risk for the 

future. 

4. Monitor and control Robust checks and regular monitoring to deter non-compliance. 

Monitor payroll policies, processes, and systems on a regular basis, to 

help ensure tax compliance and statutory reporting requirements are 

met and a coherent framework between the payroll, tax, finance, 

human resources, and mobility teams is instituted. 

Regular train personnel in charge of the process to ensure relevancy 

and enhance competency. 

 

The takeaway 

What should employers think 

about? 

In this increasingly complex and 

global environment, it is no surprise 

that audit activity by authorities is on 

the rise. Now is the time for 

organizations to assess and prepare 

for a potential payroll audit, whether 

from a tax or CPF perspective. 

The most critical element is for 

employers to evaluate their end-to-

end payroll operations to ensure that 

all the ‘dots’ are connected, and that 

all relevant organizational teams are 

talking to one another and on the 

same page.  

Employers should also undertake a 

payroll policy, process, and systems 

review, to gain comfort that the end-

to-end payroll process will allow the 

organization to meet its tax 

compliance obligations, as well as 

enable accurate and complete 

statutory reporting to the relevant 

authorities. 

If any exposures or underpayments 

are identified, it is imperative that 

remedial action is undertaken as soon 

as possible. Employers should 

consider the preparation and 

lodgement of a voluntary disclosure 

where errors or omissions are 

identified, with the benefit of reduced 

penalty rates being applied in these 

circumstances. A broader 

employment tax health check also 

should be considered.  

Employers that achieve success are 

compliant and connected 

organizations that pay their 

employees the right amount and on a 

timely basis. 

The risk of getting it wrong means that 

underpayments or exposures may 

exist in an organization’s payroll.  If 

the relevant authorities identify such 

problems, it can lead to interest and 

penalties applied, and may cause 

irreparable reputational damage for an 

organization.  In fact, MOM publishes 

a list of employers that have been 

convicted under the Central Provident 

Fund Act. 

The key takeaway is that adverse 

consequences can be avoided by 

investing time upfront to achieve 

proper payroll processes and help 

ensure the organization is ready for a 

payroll audit at any time. 
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Let’s talk   

For more detailed discussion on the above, please contact your regular Global Mobility Services engagement team or one 

of the following Global Mobility team members: 

Global Mobility – Singapore 

Sakaya Johns Rani 

+65 9088 8347 

sakaya.johns.rani@sg.pwc.com 

  

Global Mobility – United States 

Peter Clarke, Global Leader 

+1 (646) 471-4743 

peter.clarke@pwc.com 
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