
 

 

24 October 2025 

Tax alert 

The Inland Revenue Authority of Singapore (IRAS) has recently updated the 

reporting requirements for retrenchment payments, which will take effect 

from the Year of Assessment (YA) 2026 (calendar year 2025). Under the 

updated reporting requirements, employers can self-assess the taxability of 

retrenchment payment components and declare the taxable and             

non-taxable amounts in the employer’s tax forms (i.e., Form IR8A or IR21). 
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Updated employer tax reporting requirements for retrenchment payments 

 

Background 
 
Previously, if an employer is undertaking a 
retrenchment exercise, the employer is required    
to submit a prescribed lump sum payment   
template to the IRAS to seek an upfront 
confirmation on the taxability of the components   
of retrenchment payments. 
 
Key developments 
   
The IRAS has streamlined the process for reviewing 
retrenchment payments by removing the above 
requirement and employers can now self-assess the 
taxability of each component based on the 

guidance provided by the IRAS on their website. 
However, the employer should provide 
documentation to the affected employees that lists 
the breakdown and taxability of each component 
made under a redundancy package. This self-
assessment shall apply to retrenchment payments 
provided to both foreign and Singapore employees 
who have been involuntarily terminated during 
their Singapore employment. The applicable 
sections of Forms IR8A and IR21, which 
redundancy payments should be reported or 
disclosed have been updated as follows: 
 

Annual tax reporting (IR8A) from YA 2026 

Employer 
type 

What to declare Form and  
section 

Not in 
Auto-
inclusion 
scheme 

▪ Taxable amount under 
gratuity, notice pay or 
ex-gratia payment 
 

▪ Non-taxable amount 
under compensation 
for loss of office 

Complete    
item d3 of 
Form IR8A 

Under 
Auto-
inclusion 
scheme 

▪ Declare the taxable 
amount and the 
amount for 
compensation for loss 
of office respectively 

Complete item 
d4(i) and item 
d4(ii) of the 
Form IR8E  

Tax clearance reporting (IR21) 

All 
employers 

▪ Taxable amount under 
gratuity or ex-gratia 
payment 
 

▪ Non-taxable amount 
under compensation 
for loss of office 

Complete    
item 4c and 
item 4e of 
Form IR21 

 
 
 
 
 
 
 
 

Impact on employers 

Retrenchments payments made specifically for loss 
of office (employment) are generally non-taxable, 
where the components and the corresponding basis 
of computation do not relate to any compensation 
for past, present or future employment services  
or performance. 

Whilst the IRAS no longer requires an upfront 
confirmation to be obtained on the taxability of the 
retrenchment payments, there remains a disclosure 
requirement of the non-taxable components in 
Forms IR8A and IR21. The IRAS retains the right to 
query on the detailed breakdown of the 
components of the retrenchment package. As 
redundancy payments could be of material 
quantum especially where the redundancy impacts 
senior employees, this could increase the risk of 
queries from the IRAS to satisfy themselves that 
such payments meet the conditions to be tax 
exempt. If the employer is unable to substantiate 
the basis for the reporting, the IRAS could 
reclassify the taxability of the item when raising   
the assessment. 

With this update, it is opportune for employers to  
undertake the following recommended best 
practice: 

▪ Any employees’ communication or applicable 
clauses in retrenchment agreements, which 
detail the terms of retrenchment payments, 
should be reviewed and updated to ensure that 
the taxable and non-taxable components are 
segregated, and taxability stated clearly for the 
employee’s knowledge and understanding. 
  

▪ Internal redundancy policies should be  
updated similarly to clearly outline the 
taxability of each component. For components 
that are tax exempt, the basis of computation 
of the tax-exempt components should be 
documented. In addition, any circumstances or 
exceptions to deviate from the policy on how 
the redundancy payments should be   
computed or paid should also be identified   
and documented.  

 

▪ If an employer deviates from existing policy on 
certain payments under the redundancy policy, 
and if clarity is needed to assess the taxability 
of the specific components of the redundancy 
payment, the employer should seek advice from 
their tax advisor for such situations.   

 
 
 
 
 
 
 

https://www.iras.gov.sg/taxes/individual-income-tax/employers/understanding-the-tax-treatment/lump-sum-payments
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The streamlining of the IRAS process for reviewing 
redundancy payments is set to simplify disclosure 
requirements for employers. However, this also 
places a heightened expectation on employers to 
take responsibility in understanding the taxability 
of payments made to employees and ensuring 
accuracy in their Form IR8A and IR21 reporting of 
employees’ remuneration. 
 
Redundancy situations can be intricate and it is 
crucial for employers to proactively engage with 
their tax advisors. This will help ensure compliance 
with the tax positions adopted for redundancy 
payments and minimise the risk of future disputes 
with the IRAS. 
 
 

 

 

 

 
 
  

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

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. 
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Contact us 
 
If you would like to know more about the issues discussed and our services, please 
contact any of the following personnel: 
 
Panneer Palaniandy 
panneer.selvam@sg.ey.com 
+65 6309 8483 

Kerrie Chang 
kerrie.chang@sg.ey.com  
+65 6309 8341 

Grenda Pua 
grenda.pua@sg.ey.com 
+65 6309 8753 
 

Ai Lin Pang 
ai-lin.pang@sg.ey.com 
+65 6309 8694 

Sharon Chiam 
sharon.chiam@sg.ey.com 
+65 6309 8006 
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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 
Wai Fook Chai 
wai-fook.chai@sg.ey.com 

Financial Services Tax 
Stephen Bruce 
stephen.bruce@sg.ey.com 

Indirect Tax Services 
Boon Choo Chew 
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 
Chester Wee 
chester.wee@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 
 
 

 

 

mailto:panneer.selvam@sg.ey.com

