
The simplification of the Approved Royalty Incentive (ARI) to cover classes
of royalty agreements based on an activity-set-based approach (instead of
an agreement-based approach) was announced during the Singapore
Budget 2022.

On 3 October 2023, the Economic Expansion Incentives (Relief from
Income Tax) (Amendment) Bill 2023 “Amendment Bill) was introduced in
Parliament, proposing changes to Section 40 of the Economic Expansion
Incentives (Relief from Income Tax) Act 1967 (EEIA) and consequential
amendments to the Income Tax Act 1947 to reflect the changes to the ARI.
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Summary of changes proposed

Singapore proposed changes to the EEIA to effect its
2022 Budget announcement, simplifying the existing
agreement-based ARI to activity-set-based ARI, which
took effect from 1 April 2023.

The salient amendments include:

► Extension of ARI approvals until
31 December 2028.

► Sunsetting the “current ARI” scheme (where the
incentive is linked to individual agreements), i.e.,
agreement-based ARI, effective 31 March 2023.

► Replacement of the current ARI scheme with a
“new ARI” based on a set of activities, i.e.,
activity-based ARI, approved by the Minister.

► Companies may apply for a revocation of their
existing agreement-based ARI, and apply for the
new activity-based ARI.

► The activity-based ARI covers royalties, technical
assistance fees, contributions to research and
development costs payable to non-resident
person(s) for purposes of the approved activities.

► More than one activity may be covered under
the ARI.

► The Minister may specify different tax incentives
(including different concessionary tax rates) for
different classes, categories or descriptions of:

► Approved activities.

Or

► Relevant royalties, fees or contributions for
an approved activity.

Or

► Non-resident persons to whom relevant
royalties, fees or contributions for an
approved activity are payable.

► The pre-requisite to the incentive is that the
income received by recipient should be subject to
a headline tax rate of more than 0% in the
recipient’s home country.

Observations

► Compared to the agreement-based ARI, the new
activity-based ARI is intended to reduce the
administrative burden of requesting approval for
each new agreement entered into as well as any
variation made to the approved agreements.

► There is a possibility for a company to enjoy both
the agreement-based ARI and activity -based ARI
at the same time.

Considerations for companies enjoying the
existing ARI

We understand that the Singapore Economic
Development Board (EDB) has started to issue
updates to companies that are enjoying the
agreement-based ARI currently, with the one-time
and irrevocable option to change from the
agreement-based ARI to the activity-based ARI by
30 November 2023.

It is important to fully consider the implications based
on your company’s actual facts and circumstances in
assessing whether a revocation of existing
agreement-based ARI in “exchange” for the
application of the new activity-based ARI would be
beneficial to the company.

Legislation of proposed changes

The Amendment Bill was introduced in Parliament for
first reading on 3 October 2023. Following two more
readings, we expect the proposed changes to be
passed into law by the end of 2023.



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                                                                                                                  
Soh Pui Ming
Ernst & Young Solutions LLP
Email: pui.ming.soh@sg.ey.com

Business Tax Services

Private Client Services                                                                  
Desmond Teo
Ernst & Young Solutions LLP
Email: desmond.teo@sg.ey.com

Tax Policy and Controversy
Angela Tan
Ernst & Young Solutions LLP
Email: angela.tan@sg.ey.com

Global Compliance and Reporting                                                     
Chai Wai Fook
Ernst & Young Solutions LLP
Email: wai-fook.chai@sg.ey.com

Financial Services Organisation                                                             
Stephen Bruce
Ernst & Young Solutions LLP
Email: stephen.bruce@sg.ey.com

Indirect Tax Services                                                                       
Yeo Kai Eng
Ernst & Young Solutions LLP
Email: kai.eng.yeo@sg.ey.com

People Advisory Services
Panneer Selvam
Ernst & Young Solutions LLP
Email: panneer.selvam@sg.ey.com

International Tax and Transaction Services

International Corporate Tax Advisory
Chester Wee
Ernst & Young Solutions LLP
Email: chester.wee@sg.ey.com

Transfer Pricing
Luis Coronado
Ernst & Young Solutions LLP
Email: luis.coronado@sg.ey.com

Transaction Tax Advisory
Darryl Kinneally
Ernst & Young Solutions LLP
Email: darryl.kinneally@sg.ey.com

Legal Services
(provided by Atlas Asia Law Corporation,
an independent member firm of the global EY network)
Kenneth Cheow
Atlas Asia Law Corporation
Email: kenneth.cheow@atlasasialaw.com.sg

EY | Building a better working world

EY exists to build a better working world, helping to
create long-term value for clients, people and society
and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in
over 150 countries provide trust through assurance
and help clients grow, transform and operate.

Working across assurance, consulting, law, strategy,
tax and transactions, EY teams ask better questions
to find new answers for the complex issues facing our
world today.

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.

© 2023 EY Corporate Advisors Pte. Ltd.
All Rights Reserved.

APAC no. 12003398
UEN 201911025K

ED None

This material has been prepared for general informational
purposes only and is not intended to be relied upon as
accounting, tax, legal or other professional advice.
Please refer to your advisors for specific advice.
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