
Points to remember for Employee 
Stock Option Plan (ESOP) taxability 
of global mobile employees

ESOP is an option/choice/right given to employees to 
acquire shares of the company at a future date and at 
a predetermined price i.e. exercise/grant price. It is 
generally an option and not an obligation. The 
taxability of ESOPs becomes complicated when it is 
related to globally mobile employees i.e. employees 
who have worked in more than one country during 
the life cycle of the ESOP.

Governments across the world are becoming aware 
of the global ESOPs that multinational companies are 
offering to their employees. They are bringing in laws 
to make the taxability very clear and to set up 
stronger tax collection mechanism to avoid tax 
evasion which increases the responsibilities on the 
employers.

Apart from the consensus on the taxability of the 
ESOP benefit, the actual chargeability, payment of 
tax and reporting is vastly different in most of the 
countries.

Basis for determining the taxability of 

ESOPs in a country

Some countries identify ESOPs as taxable based upon 
the residential status at the time the grant is 
determined (UK till 5 April 2015). Some countries 
identify ESOPs as taxable on individuals related to the 
services performed in that country and the benefit is 
apportioned according to the ratio of the time spent 
in that country between when the grant was 
determined to vested (UK has moved to this model 
since 6 April 2015). Some countries identify ESOPs as 
taxable if the employee is rendering services in that 
country at the time the grant is determined 
(Singapore).



Point of taxation across countries

The actual date for calculating ESOP and tax is the 
date of vesting in Australia, which is exercised in the 
United Kingdom (UK) and Singapore as well. Some 
countries tax it on the date of sale like France, subject 
to certain conditions. 

Tax collection mechanism and reporting 

across countries

Some countries want the employer to calculate and 
collect the tax at the point of taxation and pay it to 
the Revenue department immediately (the UK). Some 
countries want the employer to only calculate the 
benefit amount at the point of taxation and report it 
to the Revenue (Australia) and the assessment of tax 
and recovery will be done through the self 
assessment route. Some countries want the employer 
to calculate, collect and report the benefit amount to 
the Revenue before the employee is leaving the 
country, even if the point of taxation has not come 
(Singapore). 

Needless to say, it is very important for employers 
who have globally mobile employees to track the 
travels of employees across countries, events/dates 
relevant in ESOP life cycle for each employee and 
identify the taxability and/or reporting requirement 
in any country so as to remain compliant with the 
laws of the concerned revenue authorities.
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