
 

 

18 November 2025 

Tax alert 

On 14 October 2025, the Singapore Parliament passed legislative 

amendments to enhance Section 13W of the Singapore Income Tax Act 1947 

(ITA).  

 

Section 13W was first introduced in Budget 2012 to provide upfront certainty 

of non-taxation on gains derived by a divesting company from its disposal of 

ordinary shares in an investee company, subject to conditions. This is 

applicable to share disposals made during the period of 1 June 2012 to  

31 December 2027.  

 

It was announced during Budget 2025 that the Section 13W scheme shall be 

enhanced. To provide greater certainty to companies, the sunset date of  

31 December 2027 of the scheme will be removed. The following 

enhancements to the scheme are also introduced and will apply to disposal 

gains derived on or after 1 Janauary 2026: 

 
▪ Expand the scope of eligible gains to include gains from the disposal of 

qualifying preference shares. 
 
▪ Allow the assessment of the 20% shareholding threshold to be done on a 

group basis. 

 
The Inland Revenue Authority of Singapore (IRAS) had recently published the 

updated e-tax guide Certainty of Non-taxation of Companies’ Gains on Disposal 

of Equity Investments (Fourth Edition) on 30 September 2025 to provide 

further guidance on the above enhancements of Section 13W. This alert 

provides an overview of these enhancements and our key observations.

Updates from the IRAS 
e-tax guide Certainty of 
Non-taxation of 
Companies’ Gains on 
Disposal of Equity 
Investments (Fourth 
Edition) 

  



 
 

 

The following table summarises the conditions of 

current scheme and the enhanced scheme: 
 

Conditions Current 

scheme: 
Disposals 

before 1 

January 2026 

Enhanced scheme: 
Disposals on or 

after 1 January 

2026 

Eligible shares 

in the investee 

company 

Only        

ordinary shares 

Ordinary shares 

and qualifying 

preference shares 

20% 

shareholding 

threshold 

condition 

Assessment on   

a divesting 

company basis 

Assessment on a 

divesting company 

or group basis     

(for companies)1 

Period of 

ownership 

prior to 

disposal 

Shares in the investee company have 

to be held for a continuous period of at 

least 24 months2 

 

Current Section 13W scheme 

 

Before 1 January 2026, only gains derived by a 

divesting company from disposal of ordinary shares in 

an investee company are not taxable if immediately 

prior to the date of share disposal, the divesting 

company had held at least 20% of the ordinary shares 

in the investee company for a continuous period of at 

least 24 months.  

 

This is applicable to disposal of shares of public or 

non-public investee company incorporated in 

Singapore or elsewhere. 

 

Enhanced Section 13W scheme: inclusion of gains 

from the disposal of qualifying preference shares 

 

Under the enhanced Section 13W scheme, the upfront 

certainty of non-taxation includes gains from disposal 

of ordinary shares and qualifying preference shares 

made on or after 1 January 2026, subject to the 

divesting company meeting the enhanced 20% 

shareholding threshold condition in the investee 

company for a continuous period of at least                

24 months. 

 

 

 
1 The group basis of assessment for the 20% shareholding 
threshold condition does not apply when the divesting company 
is either a registered business trust or variable capital company. 
 
2 The minimum shareholding threshold has to be maintained for 
every day of the 24 months. 
 
 
 

Qualifying preference shares means shares accounted 

for as equity by the investee company under the 

applicable accounting principles3 adopted by the 

investee company. 

 

Enhanced 20% shareholding threshold condition 

 

Under the enhanced scheme, where the investee 

company issues preference shares, this condition is 

met when the divesting company owns 20% of the 

total amount of paid-up share capital of ordinary 

shares and qualifying preference shares.  

 

This condition is further enhanced to allow the 

shareholding threshold to be assessed on a group 

basis. This means that the shareholding of the 

divesting company and its related companies within 

the same group will be considered when determining 

whether the threshold is met. 

 

The divesting company and its related companies are 

considered in the same group if: 

 

▪ More than 50% of the total number of issued 

ordinary shares in one company are beneficially 

held, directly or indirectly, by the other    

company, where one of the companies in the 

divesting company. 

 

Or 

 

▪ More than 50% of the total number of issued 

ordinary shares in each of those companies 

including the divesting company are       

beneficially held, directly or indirectly, by a 

common company. 

 

In determining whether the group of companies has 

met the 20% shareholding threshold condition, only 

shares that have been held continously throughout 

the relevant 24-month holding period by the divesting 

company and its related companies will be aggregated 

for the group basis of assessment. 

 

 

 

 

 

 

3 Applicable accounting principles, in relation to a 
company, means: 
▪ The accounting principles adopted by the company.  

Or 

▪ If the company is not required to comply with any 
accounting principles in preparing its financial statements 
— the International Financial Reporting Standards (IFRS). 
 



 
 

 

Exclusions from the scheme 
 
The enhanced Section 13W scheme continues to be 
subject to the exclusions for disposal of shares on or 
after 1 June 20224, which include: 
 
▪ Divesting company whose gains or profits from 

the disposal of shares are included as part of its 
income based on Section 26 of the ITA. 
 

▪ Gain from disposals of non-listed shares in an 
investee company if: 
 
▪ The investee company is in the business of 

trading immovable properties (situated in 
Singapore or elsewhere). 

 
Or 
 

▪ The investee company’s principal activity is 
that of holding immovable properties 
(situated in Singapore or elsewhere), 
whereby passive or no income is derived. 
 
Or 
 

▪ The investee company has undertaken 
property development activities (in 
Singapore or elsewhere)5. 

 
The e-tax guide provides examples to illustrate the 
application of the scheme to an investee company that 
has undertaken property development activities.  
 
Our observations 
 
The removal of the sunset clause under the enhanced 
Section 13W demonstrates Singapore’s commitment 
to providing tax certainty to companies as a holding 
company location. 
 
From the investor’s perspective, investing through 
preference shares offers preferential economic 
entitlement and ease of redemption. With the 
enhancement, these investors now have certainty of 
non-taxation on gains of disposal of their preference 
shares, subject to meeting the conditions. 
 
It is critical that the issued preference shares are 
being accounted for as equity by the investee 
company under the applicable accounting principles 
for the shares to be qualifying preference shares. 
 
The calculation of the shareholding threshold on a 
group basis can be complex especially only shares that 
have been held continously throughout the relevant 

 
4 There are also exclusions of certain investee company for 
disposal of shares before 1 June 2022. 
 
5 An exception to this exclusion is where both of the following 
conditions are satisfied:  
 

24-month holding period by the divesting company 
and its related companies will be aggregated for the 
group basis of assessment. As such, companies 
intending to rely on the group basis of assessment 
should ensure that they assess their eligibilty. 
 
Notwithstanding the enhancement to Section 13W, 
the provisions under Section 10L of the ITA continues 
to prevail where gains from the sale or disposal of 
foreign assets (including shares of foreign companies) 
on or after 1 January 2024 that are received in 
Singapore by businesses without adequate economic 
substance in Singapore will be subject to tax                
in Singapore.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(i) The immovable property developed is used by the investee 
company to carry on its own business to derive trade income. 
Such a business includes the business of letting immovable 
properties.   
(ii) The investee company did not undertake any property 
development activity in the past 60 months before the disposal 
of shares. 



 
 

 

If you would like to know more about the issues 

discussed or EY services, please contact one of the 

following or your usual EY contact: 

EY tax leaders in Singapore 

Head of Tax                                                                                                                                                    
Amy Ang 
amy.ang@sg.ey.com 
 
Private Client Services                                                                  
Desmond Teo 
desmond.teo@sg.ey.com  
 
Tax Controversy 
Ting Ting Lim 
ting-ting.lim@sg.ey.com 
 
Tax Policy 
James Choo 
james.choo@sg.ey.com      
 
Global Compliance and Reporting                                                      
Chai Wai Fook 
wai-fook.chai@sg.ey.com 
 
Financial Services Tax                                                             
Stephen Bruce 
stephen.bruce@sg.ey.com 
 
Indirect Tax Services                                                                        
Chew Boon Choo 
boon-choo.chew@sg.ey.com  
 
People Advisory Services Tax                                                                      
Panneer Selvam 
panneer.selvam@sg.ey.com 
 
International Tax and Transaction Services 
 
International Corporate Tax Advisory 
James Choo 
james.choo@sg.ey.com 
 
Transfer Pricing 
Luis Coronado 
luis.coronado@sg.ey.com 
 
Legal Services 
(provided by Atlas Asia Law Corporation, 
an independent member firm of the global EY network) 
Kenneth Cheow                                                              
kenneth.cheow@atlasasialaw.com.sg 
 

 
 

 

 

EY | Building a better working world  
 

EY is building a better working world by creating new 

value for clients, people, society and the planet, while 

building trust in capital markets. 

  

Enabled by data, AI and advanced technology, EY 

teams help clients shape the future with confidence 

and develop answers for the most pressing issues of 

today and tomorrow.  

  

EY teams work across a full spectrum of services in 

assurance, consulting, tax, strategy and 

transactions. Fueled by sector insights, a globally 

connected, multi-disciplinary network and diverse 

ecosystem partners, EY teams can provide services 

in more than 150 countries and territories. 

 

All in to shape the future with confidence. 

 

EY refers to the global organization, and may refer to one or 

more, of the member firms of Ernst & Young Global Limited, 

each of which is a separate legal entity. Ernst & Young Global 

Limited, a UK company limited by guarantee, does not provide 

services to clients. Information about how EY collects and 

uses personal data and a description of the rights individuals 

have under data protection legislation are available via 

ey.com/privacy. EY member firms do not practice law where 

prohibited by local laws. For more information about our 

organization, please visit ey.com. 
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