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Remission of Stamp Duties for Sale of Shares

Introduction

On 10 April 2018, the Ministry of Finance issued the Stamp Duties (Agreements for Sale of Equity Interests)

(Remission) Rules 2018 (the “2018 Rules”). These remission rules seek to ameliorate the effect of an earlier

amendment made to the impose duty on contracts for the sale of stocks and shares.

With the introduction of the 2018 Rules, the position with respect to the transfer of shares not caught by

Additional Conveyance Duties (“ACD”) has changed. It has essentially reverted to the position before the

earlier amendment; viz., the share transfer form will have to be stamped but not the share purchase

agreement

This client update seeks to explain the background and effect of the 2018 rules.

A. The 2017 Amendment to Section 22(1)(b) of the Stamp Duties Act

Following an amendment to section 22(1)(b) of the Stamp Duties Act (“SDA”) (Cap. 312, 2006 Rev. Ed.) on

11 March 2017, the “dutiable point” at which stamp duties were due to be paid shifted from the point of

execution of the share transfer form to the point of contract or agreement to sell shares (the “2017

Amendment”). Thus, where stamp duties previously only had to be paid when the shares were actually

transferred, with the 2017 Amendment, stamp duties now had to be paid the moment there was a contract or

agreement to sell the shares.

This 2017 Amendment raised three main concerns:

1) the shifting forward of the dutiable point to the point of agreement for sale of stocks and shares;

2) the imposition of duties on transfers of scripless shares; and

3) the lack of an express remission mechanism for cases of aborted agreements to transfer shares.



C L I E N T U P D A T E 2 0 18

Shifting Forward of the Dutiable Point

The shifting forward of the dutiable point meant that

stamp duties were payable earlier. Notwithstanding

that a transfer had not yet taken place, the moment

there was a contract or agreement for the sale of

shares, stamp duties would be payable.

Transfers of Scripless Shares

In the case of scripless shares, no share transfer

forms are used and prior to the 2017 Amendment,

there was no dutiable instrument applicable when

transferring scripless shares. Thus, stamp duties did

not have to be paid on those transfers. With the

2017 Amendment, contracts or agreements to sell

scripless shares became dutiable, thus stamp duties

would technically have to be paid on those transfers.

In the months following the 2017 Amendment, there

was some uncertainty as to whether stamp duties

would have to be paid on transfers of scripless

shares. We understand that the Inland Revenue

Authority of Singapore (“IRAS”) responded to

queries on the issue and clarified that in a case

where scripless shares were transferred, if there

was an agreement but no share transfer form, the

transferee could apply for remission of the stamp

duty paid (under section 74 of the SDA).

Aborted Agreements to Transfer Shares

Previously, stamp duties did not have to be paid

until shares were actually transferred. However,

with the 2017 Amendment, stamp duties had to be

paid the moment a contract or agreement for the

sale of shares was entered into. This raised the

possibility of the transaction being aborted before

the transfer, with the stamp duties already having

been paid.

Under section 22(6) of the SDA, there are a limited

number of situations where the stamp duties paid

under section 22(1) may be refunded when the

contract or agreement is eventually rescinded or

annulled. However, those situations are tightly

circumscribed and certainly do not cover a case

where the parties voluntarily decide to abort the

agreement. (See for example, Cheok Doris v

Commissioner of Stamp Duties [2010] 4 SLR 397)

In 2005, the Minister for Finance decided to

liberalise remission in this context for real properties

by introducing the Stamp Duties (Aborted Sale and

Purchase Agreements) (Remission) Rules 2005 (the

“2005 Rules”). This allowed for remission in the

case of contracts or agreements which are

eventually rescinded or annulled, even where the

situations in section 22(6) of the SDA are not met.

However, crucially, the 2005 Rules only apply to

immovable property. This left parties to an aborted

agreement to transfer shares without an express

mechanism for remission of the duties paid.

The Use of Put and Call Option Agreements
(“PCOAs”)

We understand that in the months following the

2017 Amendment, some parties started to use

PCOAs rather than standard share purchase

agreements. The idea was that a PCOA would give

the potential transferor and transferee rights to

demand that the shares be transferred under the

terms of the PCOA, but since the PCOA was not

technically an agreement in respect of “any estate

or interest in shares”, it was arguable that it escaped

section 22(1)(b) of the SDA and the requirement to

be duly stamped.

The use of such PCOAs might at first glance be

considered to be an attempt at tax avoidance and

thus subject to the General Anti-Avoidance Rule

(“GAAR”) in section 33A of the SDA. This would

indeed be the case if the purpose or effect of PCOAs

were to reduce or avoid the payment of stamp

duties. However, in the case of scripless shares, the

transferee would expect the remission of the stamp

duties under section 74 of the SDA anyway. Section

33A of the SDA might well be invoked if the Minister

for Finance was not inclined to grant the remission,

but apart from that, it was unlikely that section 33A

of the SDA would be used against the practice of

using PCOAs in such a context.
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B. The 2018 Rules

On 10 April 2018, the Minister for Finance

introduced the 2018 Rules, which help to address

the three main concerns raised by the 2017

Amendment.

First, Rule 2 provides for the remission of stamp

duties on agreements for the sale of stock or shares

which are not subject to Additional Conveyance

Duties. The effect of Rule 2 is to attempt to “shift

back” the dutiable point by allowing for the

remission of duty on agreements for the sale of

shares.

Second, Rule 3 provides for the remission of stamp

duties on agreements for the sale of “book-entry

securities” subject to ACD. “Book-entry securities”,

as defined in section 81SF of the Securities and

Futures Act (“SFA”) (Cap 289, 2006 Rev. Ed.), are

effectively scripless shares. The effect of Rule 3 is to

remove duty on the transfer of scripless shares by

allowing for remission of duty on agreements for the

sale of such shares. Since no share transfer form will

be executed in such cases, with Rule 3, we

effectively return to the old position where no duty

will be payable on the transfer of such shares.

Finally, Rule 4 provides for the remission of duty on

aborted agreements. The effect of Rule 4 appears to

be to provide a similar kind of remission as in the

2005 Rules, but to cases involving shares rather

than immovable properties. Thus, even if duty is

paid on an aborted agreement, there is an express

mechanism under which the duty can be refunded.
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