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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:

e 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);

o 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);

e 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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https://secure-web.cisco.com/1P44GszFOwp6DVmSdXtR1xQY-ZRk1Wvki96G-VDKui_lsLLxHg_bh6wSsY8wPyzRPENC_ij9QQhzgjwNrdjf4f93qbiBKhHRonijerdMJYCnUG0gjUHhm9YKAjO2EXQBS8ZOzHVsMcVxXygKp4oXdsqXbHmy5qJTx7MqgQ6m3E_acwy9R8d416M900ne3qB-o4jMFI8DzNAFFYeH1AmYRQGwBcmpZi1RoxboIgPtREZcrFq5XvAIGNsfzPJDSXwqpgVUyk6xPJ2PSOPltZpP_Jyh0W34iI35Lm3uAPJGhRWmHwuSi8lIUE_9QJ_tneDDSdwsr5ZXIR3AUEKjk1F3tKR7qkW9sxUXYaEyfRWDj9ivleQycoJbNU0upZ3zSFVXOigSJ1fmn4UMQaRYpOcogtr9igbpyoAFTdsv5GEpjWN495Ze8KJ8MCWZMSP782OqCuYvR-cv-iSyrGKvzSHVe3wFM0vaGrv_MrJ0dH0elfiNxZPf-PkWnCW8gzlopZKXuQxQuVGLdP9xfCQ6aM4HjmA/https%3A%2F%2Fwww.iras.gov.sg%2Faa88ee3c-d13d-4751-ba3f-7538ecc6b2ca%3Fsf%3DBED9CCCAFB2Dhttps%253a%252f%252fwww.iras.gov.sg%252fmedia%252fdocs%252fdefault-source%252fe-tax%252fetaxguides_cit_pharmaceutical_manufacturing_industry_fourth_edition.pdf%253fsfvrsn%253d52008b7a_17%26c%3DXHOIFC%252b2N57wDFfypfEYMOpDNCU%253d
https://secure-web.cisco.com/1P44GszFOwp6DVmSdXtR1xQY-ZRk1Wvki96G-VDKui_lsLLxHg_bh6wSsY8wPyzRPENC_ij9QQhzgjwNrdjf4f93qbiBKhHRonijerdMJYCnUG0gjUHhm9YKAjO2EXQBS8ZOzHVsMcVxXygKp4oXdsqXbHmy5qJTx7MqgQ6m3E_acwy9R8d416M900ne3qB-o4jMFI8DzNAFFYeH1AmYRQGwBcmpZi1RoxboIgPtREZcrFq5XvAIGNsfzPJDSXwqpgVUyk6xPJ2PSOPltZpP_Jyh0W34iI35Lm3uAPJGhRWmHwuSi8lIUE_9QJ_tneDDSdwsr5ZXIR3AUEKjk1F3tKR7qkW9sxUXYaEyfRWDj9ivleQycoJbNU0upZ3zSFVXOigSJ1fmn4UMQaRYpOcogtr9igbpyoAFTdsv5GEpjWN495Ze8KJ8MCWZMSP782OqCuYvR-cv-iSyrGKvzSHVe3wFM0vaGrv_MrJ0dH0elfiNxZPf-PkWnCW8gzlopZKXuQxQuVGLdP9xfCQ6aM4HjmA/https%3A%2F%2Fwww.iras.gov.sg%2Faa88ee3c-d13d-4751-ba3f-7538ecc6b2ca%3Fsf%3DBED9CCCAFB2Dhttps%253a%252f%252fwww.iras.gov.sg%252fmedia%252fdocs%252fdefault-source%252fe-tax%252fetaxguides_cit_pharmaceutical_manufacturing_industry_fourth_edition.pdf%253fsfvrsn%253d52008b7a_17%26c%3DXHOIFC%252b2N57wDFfypfEYMOpDNCU%253d
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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);

paragraphs 4.2 and 5.1; and

reflect the introduction of the Enterprise Innovation Scheme in

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

1 R&D phase
definition
clarified

2 Stage8
(Commercial
Manufacture)

3 Classification

of clinical
trials

Description of change

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

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.

Comments

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.

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.

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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