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Greetings from your Tax & Legal team at Deloitte Singapore. 
 
We are pleased to update you on the following: 
 
Pharmaceutical Manufacturing Industry—Tax Treatment of Research & 
Development and Intellectual Property-Related Expenditure (fourth edition) 
 
On 20 March 2024, the Inland Revenue Authority of Singapore (IRAS) 
published the fourth edition of e-Tax Guide: Pharmaceutical Manufacturing 
Industry: Tax Treatment of Research & Development and Intellectual 
Property-Related Expenditure. 
 
It replaces the third edition which was published on 20 March 2018. 
 
The fourth edition of the e-Tax Guide has been updated to: 
 

• incorporate editorial changes and modifications that accurately reflect 
the renumbering of specific sections (Sections 14D, 14DA and 37B to 
Sections 14C, 14D and 37A respectively) as a result of the 
renumbering and citation of the Income Tax Act 1947 (2020 Revised 
Edition); 

• reflect the extension of the research and development (R&D) tax 
measures under Sections 14C and 14D to Year of Assessment (YA) 
2028 as a result of the Income Tax (Amendment) Act 2023 (Act 30 of 
2023), passed on 30 October 2023 (see our commentary here); 

• clarify the different types of R&D tax deductions that are available 
under Sections 14C and 14D from YA 2019 to YA 2028 in paragraph 
4.2;  
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• reflect the deletion of paragraph 4.3 as a result of the legislative 
changes and phasing out of the Productivity and Innovation Credit 
Scheme (PIC); 

• reflect the introduction of the Enterprise Innovation Scheme in 
paragraphs 4.2 and 5.1; and 

• clarify in Annex A which stage(s) of a typical value chain of a 
pharmaceutical manufacturing company would be treated as R&D. 

 

No. Change Description of change Comments 

1 R&D phase 
definition 
clarified 

The updated e-Tax guide 
explicitly defines which 
stages of a typical 
pharmaceutical 
manufacturing company 
value chain would fall 
within the R&D phase for 
tax purposes. 

The updated Annex A 
explicitly states that R&D 
typically concludes after 
Stage 7. This demarcation 
appears to suggest that R&D 
would usually conclude after 
Stage 7 and further suggests 
that activities from Stage 8 
(Commercial Manufacture) 
onwards are not considered 
R&D. This contrasts with the 
previous understanding, 
where the distinction 
between R&D and 
commercial manufacture 
stages might not have been 
as expressly stated. 

2 Stage 8 
(Commercial 
Manufacture) 

The updated Annex no 
longer explicitly discuss the 
specifics of Stage 8, which 
involves the commercial 
manufacture of the drug, 
including the primary and 
secondary manufacturing 
phases. 

This omission suggests that 
the focus of the new 
guidelines is on the earlier 
stages of drug development 
rather than providing details 
on the manufacturing stage. 
 

3 Classification 
of clinical 
trials 

In the updated Annex A, 
clinical trials conducted 
before the company 
secures manufacturing 
permission are considered 
part of R&D. This includes 
trials aimed at verifying the 
drug’s efficacy and safety. 
However, clinical trials that 
occur post-approval for the 
purpose of monitoring 
long-term effects are not 
classified as R&D, unless 
they contribute to further 
scientific or technological 
advancements. 
 

This change introduces a 
more selective approach to 
classifying post-approved 
clinical trials. While clinical 
trials conducted after the 
drug has been approved for 
manufacture were generally 
considered part of ongoing 
research and development 
efforts, the new guidelines 
specify that only those trials 
which aim for and achieve 
further scientific or 
technological advancements 
will be considered R&D. This 
implies that post-approval 
trials primarily conducted 
for regulatory compliance, 
marketing development, or 
patient monitoring etc., will 
not be classified as R&D 
unless they contribute to 
significant scientific or 
technological progress. 
 



This distinction reflects a 
more strategic allocation of 
R&D classification, 
emphasising the intention 
behind and outcomes of 
post-approval clinical trials. 
It suggests a shift towards 
recognising and categorising 
activities based on their 
contribution to scientific 
knowledge and 
technological innovation, 
rather than their 
chronological placement in 
the drug development 
timeline. 

 
Closing remarks 
 
Whilst most of the changes are primarily editorial due to legislative updates, 
the main revision introduced in the fourth edition of the e-Tax Guide is the 
clear inclusion of Stage 7 within the R&D phase, underscoring the critical 
nature of process development in the drug development lifecycle. This change 
highlights the continuity and comprehensive scope of R&D activities up to the 
threshold of commercial manufacturing. 
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