
This Tax Alert highlights the potential 

opportunity available for certain non-citizen 

employees who have previously worked in 

Singapore to apply for a tax refund if the actual 

gain realised upon the exercise or vesting of 

shares is lower than the gain previously 

subjected to tax under the Singapore deemed 

exercise rule. Below is a summary of the 

deemed exercise rule and the potential tax 

refund opportunity. 

Why this matters

As global equity markets have dropped 

significantly over the past few weeks and may 

remain depressed, non-citizen employees who 

previously paid taxes in Singapore under the 

deemed exercise rule may qualify for a tax 

refund. The reassessment opportunity would 

benefit individual taxpayers, or their employers 

that funded the tax on the deemed gains under 

a corporate tax equalisation programme.
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Background 

Under Singapore tax law, certain non-citizen 

employees are deemed to derive taxable gain 

from unexercised stock options and unvested 

share awards when they cease employment in 

Singapore. 

This deemed exercise rule applies to any 

unexercised or restricted employee share options 

(ESOP) or any unvested or restricted shares 

under an employee share ownership (ESOW) 

plan granted while the non-citizen employee was 

working in Singapore.

Tax Treatment

When the deemed exercise rule applies, the non-

citizen employee is deemed to have derived final 

gain from ESOP or shares under an ESOW plan. 

The deemed gains are calculated based on the 

Open Market Value (OMV) of the shares as at 

one month prior to the cessation of employment 

or the date of grant of the ESOP or ESOW 

(whichever is later), less the price payable (if any) 

by the employee to acquire the shares. 
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Tax Refund

If the amount of deemed gain computed and 

reported on the tax clearance return is greater 

than the actual gain realised by the individual 

upon exercise or vesting, upon application, the 

Comptroller of Income Tax (CIT) may reassess 

the individual’s tax liability based on the actual 

gain computed for the assessment year to 

which the deemed exercise relates. 

To apply for a reassessment of tax liability, the 

individual must submit:

(a) an application to the CIT within four years 

from the year of assessment following the 

year in which the deemed exercise rule 

applied; and 

(b) relevant documentation to support that the 

actual tax liability is lower than that computed 

under the deemed exercise rule. 

Where the actual gain realised at exercise or 

vesting is greater than the deemed gain 

computed under the deemed exercise rule, no 

additional tax is assessed.

Recommended next steps by KPMG

With the depressed global equity markets, the 

actual gains realised upon exercise of the ESOP 

and/or vesting of the ESOW shares previously 

subjected to tax under the deemed exercise rule 

may be lower than the deemed gains. 

The reassessment opportunity presents 

taxpayers and employers a potential avenue to 

recover taxes previously paid. It is recommended 

that interested parties consult with their 

professional tax advisers to assess their 

situations and determine next steps.

About KPMG Tax Alert

KPMG Tax Alert highlights the latest tax developments, impending change to laws or regulations, current practices and 
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