
Section 10(6) and the share plan
rules applied to tokens

Dr Alexander Ressos, TEP
Attorney-at-Law (Switzerland and Germany),
Solicitor (England & Wales and Hong Kong)

Of Counsel, KGP Legal LLC
alexander.ressos@kgplegal.com.sg

www.ressos.com.sg

Singapore has a specific regime for employee share plans. Section 10(6) taxes gains
from rights to acquire shares, meaning options and share awards, at the time of
exercise or vesting. The taxable amount is the open market value of the shares at
that time less the amount paid. Where the shares are subject to a selling restriction,
the taxing point is deferred to the date the restriction lifts and the value is taken at
that date.1 The regime applies only to shares in a company. A token that is not a
share falls outside section 10(6) and is taxed under the general rule of section 10(1)(b)
described above.

The difference matters for token options and token warrants. An employee who
holds an option to buy tokens at a strike price is taxed under the general rule at the
time the option is exercised, because the benefit is realised then. The amount is the
token value less the strike. That result is the same as section 10(6) would produce.
The difference emerges with selling restrictions. Section 10(6) defers the taxing
point for restricted shares to the lifting of the restriction. The general rule has no
such deferral, so a locked token is taxed at receipt. A company that wants deferral for
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its token plan must therefore design the plan so that the tokens are not delivered
until the lock-up would have ended, which in practice means using a vesting
schedule in place of a lock-up.

Security tokens that represent shares are shares for the purpose of section 10(6),
because the section looks at the legal right and not at its form. A Singapore company
that tokenises its shares on a permissioned ledger and grants options over the
tokenised shares is operating a share option plan to which section 10(6), the deemed
exercise rule and the QEEBR deferral all apply. The tokenisation of employee equity
is therefore tax-neutral in Singapore, which is also true in Switzerland for ledger-
based securities under Art. 973d ff. of the Code of Obligations (see Part D, Chapter
III).

Example
A Singapore protocol company grants an engineer 100,000 governance tokens on
joining in January 2025, vesting in four annual tranches. The tokens trade at S$ 0.50
at grant and S$ 3.00 when the first 25,000 vest in January 2026. The engineer has
employment income of S$ 75,000 in the year of assessment 2027. Suppose the
company had instead granted 25,000 tokens outright in January 2025 with a one-
year on-chain lock. The engineer would then have had income of S$ 12,500 in the
year of assessment 2026, subject to any discount for the lock. The later increase of S$
62,500 would be a capital gain if he is an investor. The second design is better for
the engineer when the token is expected to rise. The company must weigh that
against the risk of paying tax on tokens that later fall to nothing, which the vesting
design avoids.

Notes

Income Tax Act 1947, s. 10(6) (gains or profits from any right or benefit to
acquire shares in a company granted by reason of employment; taxing point at
exercise, assignment or release, or on lifting of a moratorium). ↩
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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 SingaporeIQ 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  SingaporeIQ
(SingaporeIQ.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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