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Singapore's Latest Green Efforts – 
Introducing Carbon Tax 

Introduction 
 

On 20 February 2017, during the Budget 2017 speech, Minister for Finance Mr Heng Swee Keat announced the 

government’s plans to introduce carbon tax in Singapore starting from 2019. We provide some insights into the 

new carbon tax and discuss the impacts it may have on businesses operating in Singapore. 

 

Background: The Paris Agreement 
 

Singapore is a party to the 2015 Paris Agreement, an agreement entered into under the United Nations 

Framework Convention on Climate Change (“UNFCCC”), which aims to strengthen the global response to the 

threat of climate change by, amongst others, reducing greenhouse gas (“GHG”) emissions and developing 

greater resilience to the adverse impacts of climate change.  

 

There are a total of 194 signatories to the Paris Agreement, of which 132 have ratified the agreement, including 

Brunei, Cambodia, China, the European Union, Indonesia, Japan, Laos, Singapore, Thailand, the United 

Kingdom, the United States of America and Vietnam. Singapore ratified the Paris Agreement on 21 September 

2016. The Paris Agreement entered into force on 4 November 2016, thirty (30) days after it was ratified by at least 

fifty-five (55) parties to the UNFCCC, accounting for not less than 55 percent of total global GHG emissions. 

 

Current Measures to Reduce GHG Emissions 
 

In line with the Paris Agreement, Singapore has made a commitment to reduce its emissions intensity by 36% 

from 2005 levels by 2030, and to stabilise its GHG emissions with the aim of peaking around 2030. This is to be 

achieved by improving energy and carbon efficiency, generating cleaner power, using low-carbon technology and 

encouraging collective action to reduce GHG emissions. 

 

The following diagram shows the measures that the government has put in place in order to reduce GHG 

emissions in Singapore, based on information provided by the National Climate Change Secretariat
1
 : 

 

 

 

 

 

 

 

 

 

                                                                    
1  Sectoral Measures to Reduce Emmissions (Up to 2020), National Climate Change Secretariat, 21 January 2016, 

https://www.nccs.gov.sg/sites/nccs/files/pg_sectoral_measures_to_reduce_emissions_lg.gif, accessed on 22 February 2017. 

https://www.nccs.gov.sg/sites/nccs/files/pg_sectoral_measures_to_reduce_emissions_lg.gif
https://www.linkedin.com/company/rajah-&-tann
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The New Carbon Tax: What Is It About? 
 

According to the Minister, the government intends to implement a carbon tax on GHG emissions in Singapore 

from 2019 onwards. The carbon tax will generally be applied upstream, and is targeted at entities which are direct 

and major emitters of GHG, such as power stations. As such, the carbon tax is expected to have little impact on 

most businesses (i.e. entities which are not involved in activities that result in direct emission of GHG) and 

households in the near term.  

 

How much will it cost? The government is currently looking at a tax rate of between S$10 to S$20 per tonne of 

GHG emissions. This is broadly similar to carbon taxes implemented in other countries around the world – 

according to a report by the World Bank titled State and Trends of Carbon Pricing 2016, 75% of GHG emissions 

are taxed at less than US$10 per tonne (approximately S$14.20 per tonne).  

 

The government hopes that the forthcoming carbon tax will help Singapore achieve its commitments to reduce 

GHG emissions under the Paris Agreement by:  

 

(1) operating as a price signal for industries to reduce GHG emissions, together with the new regulatory 

measures to be introduced by the government; 

 

(2) creating new opportunities in green growth industries; and 

 

(3) being a source of funding for efforts to reduce industrial GHG emissions. 

 

At present, the government is conducting industry consultations regarding the imminent carbon tax and plans to 

begin public consultations in March 2017. After these consultations, the government will proceed to determine the 

final carbon tax rate as well as the implementation schedule for the same. 

 

Implications of the New Carbon Tax: How Should You Respond? 
 

As a first step, businesses which believe that they could directly or indirectly be impacted by the new carbon tax 

should proactively engage the government, and seek to provide feedback. 
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In any event, it may be of some comfort to parties affected by the new carbon tax that the government will take a 

practical approach in its implementation and will put in place appropriate measures to facilitate a smooth 

transition. Although the carbon tax is only supposed to kick in two years from now, affected parties should start 

taking steps to reduce GHG emissions, given that this is not something which can be achieved overnight. 

 

The new carbon tax would have a greater impact on large direct emitters of GHG, who may experience a 

significant increase in operating costs. However, any adverse financial impact can be mitigated by switching to 

cleaner methods of production, such as through the use of low-carbon technology. Other businesses, however, 

may capitalise on the new carbon tax by, for instance, entering the market for low-carbon technology or devising 

efficient and cost-effective solutions to reduce GHG emissions.  

 

Companies should also keep abreast of the latest developments in carbon tax and, where necessary, obtain legal 

advice on how any new regulatory measures may affect their business operations and on how to fulfil their legal 

obligations under the new tax regime. 
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Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 

 
ASEAN Economic Community Portal 

The launch of the ASEAN Economic Community (“AEC”) in December 2015, businesses looking to tap the opportunities 
presented by the integrated markets of the AEC can now get help a click away. Rajah & Tann Asia, United Overseas Bank and 
RSM Chio Lim Stone Forest, have teamed up to launch “Business in ASEAN”, a portal that provides companies with a single 
platform that helps businesses navigate the complexities of setting up operations in ASEAN. 
 
By tapping into the professional knowledge and resources of the three organisations through this portal, small- and medium-
sized enterprises across the 10-member economic grouping can equip themselves with the tools and know-how to navigate 
ASEAN’s business landscape. Of particular interest to businesses is the "Ask a Question" feature of the portal which enables 
companies to pose questions to the three organisations which have an extensive network in the region. The portal can be 
accessed at http://www.businessinasean.com. 

mailto:kala.anandarajah@rajahtann.com
mailto:dominique.lombardi@rajahtann.com
mailto:tanya.tang@rajahtann.com
mailto:eOASIS@rajahtann.com
http://www.businessinasean.com/
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Our Regional Contacts 

  

Rajah & Tann Singapore LLP 

T  +65 6535 3600   

F  +65 6225 9630 

sg.rajahtannasia.com 

 

Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

  

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

 

Rajah & Tann NK Legal Myanmar Company Limited 

T  +95 9 73040763 / +95 1 657902 / +95 1 657903 

F  +95 1 9665537 

mm.rajahtannasia.com 

  

 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 894 0377 to 79 / +632 894 4931 to 32 / +632 552 1977 

F  +632 552 1978 

www.cagatlaw.com 

  

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

 

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 8 3821 2382 / +84 8 3821 2673    

F  +84 8 3520 8206 

 

Hanoi Office 

T  +84 4 3267 6127    

F  +84 4 3267 6128 

www.rajahtannlct.com 

 

 

Rajah & Tann (Laos) Sole Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 

independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms of 

engagement between the Member firm and the client. 
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Our Regional Presence 

 
 

Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, 
through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, 
adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as 
permitted herein) without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for 
your specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


