
Enterprise Innovation Scheme 

In Singapore’s Budget 2023, 

Deputy Prime Minister and 

Finance Minister Mr Lawrence 

Wong introduced a new 

Enterprise Innovation Scheme 

(EIS) to encourage businesses 

to engage in research and 

development (R&D), innovation 

and capability development 

activities. 

Key features of the scheme 

include:

● significantly enhanced tax 

deductions for five key 

activities in the innovation 

value chain: 1) local R&D 

activities, 2) registration of 

intellectual property (IP), 3) 

acquisition and licensing of IP 

rights (for companies with less 

than S$500 million revenue), 

4) innovation projects carried 

out with partner institutions, 

and 5) qualifying training 

courses aligned to the Skills 

Framework 

● 400% tax deductions/ 

allowances on first S$400,000 

of qualifying expenditure per 

year of assessment (YA) for 

each activity (except for item 

4, which is capped at 

S$50,000)

● eligible companies may opt for 

a non-taxable cash payout at a 

conversion rate of 20% in lieu 

of tax deductions/allowances, 

capped at S$20,000 per YA 

across all five key activities

The new scheme will be valid 

from YA 2024 to YA 2028. 

Companies should take 

advantage of the new scheme 

to invest in innovation, and 

anchor R&D and intellectual 

properties in Singapore. 

Enhancement of the R&D tax 

incentive

Under the EIS, the existing R&D 

tax incentive will be significantly 

enhanced. 

Introduced by the Government in 

YA 2009, the R&D tax incentive 

encourages pervasive innovation 

across all industries in Singapore. 

It currently allows up to 250% tax 

deduction and was due to expire 

in YA 2025. 

In the lead-up to the Budget, 

KPMG in Singapore submitted 

several recommendations to 

review and enhance the scheme 

to support businesses in their 

innovation journey. 

Reaffirming the Government’s 

commitment to encouraging 

R&D activities locally, the 

enhanced deduction rate will 

be increased from 250% to 

400% with effect from YA 2024. 

Under the enhanced scheme, the 

additional 300% tax deduction is 

applicable for the first S$400,000 

of qualifying R&D expenditure 

per YA (as illustrated in the table 

below). 

The R&D tax incentive scheme 

has also been extended till 

YA 2028.
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Submission of R&D claims

R&D tax claims are to be 

submitted on a yearly basis 

together with the Company’s 

tax return before the tax filing 

deadline of 30 November for 

each YA. The qualifying R&D 

expenditure should be based on 

expenditure incurred in the prior 

Financial Year (FY). 

Companies should note that it 

is important to provide sufficient 

information to help substantiate 

their R&D claims (i.e. how the 

project fulfils the definition of 

“R&D”). The provision of 

sufficient project information 

to substantiate the R&D project 

can potentially facilitate the 

Inland Revenue Authority of 

Singapore’s (IRAS) assessment 

of the project’s eligibility. 

Otherwise, IRAS may require 

further clarification which may 

demand additional time and 

resources from companies. 

Key project information to be 

indicated in the R&D Claim Form 

includes elaboration and 

documentation on technical 

objectives, novelty or technical 

risk, and systematic, investigative 

and experimental (SIE) study in 

a field of science or technology. 

The intention of the 

enhancement is to encourage 

businesses, especially small 

and medium-sized enterprises 

(SMEs) and large local 

enterprises (LLEs), to invest 

in R&D. Companies should take 

the opportunity to access the 

benefits of the R&D tax incentive 

if they are undertaking qualifying 

R&D activities.

Aside from in-house technology 

and product development, 

research projects undertaken 

in collaboration with universities 

(e.g. NUS, NTU) and research 

institutions (e.g. A*STAR), as 

well as technology development 

projects supported by other 

government grants, are also 

examples of potential qualifying 

R&D projects.

How we can help 

KPMG in Singapore has a 

dedicated R&D and Incentives 

Advisory team with extensive 

experience in R&D tax incentives 

and grants. Our multidisciplinary 

team comprises professionals 

from various fields, including 

science, technology, finance 

and tax. 

We can swiftly assess and 

evaluate your projects’ potential 

qualification for the R&D tax 

incentive and assist with the 

preparation of your R&D tax 

claim according to IRAS 

requirements. 

If your company incurs R&D 

expenditure, it will be potentially 

beneficial to explore claiming 

the R&D tax deductions. We 

welcome any opportunity to 

discuss the relevance of the 

above matters to your business. 

Please contact us to discuss 

them in more detail. 

Summary of tax treatments before and after the introduction of the EIS

Changes to enhanced tax deduction rates:

Sample calculation of tax benefits:

Amount of enhanced tax deductions granted 

before YA 2024

Amount of enhanced tax deductions granted 

from YA 2024 to YA 2028

• 250% tax deduction on qualifying expenditure • 400% tax deduction on the first S$400,000 of 

qualifying R&D expenditure per YA

• 250% tax deduction on the remaining qualifying 

R&D expenditure in excess of S$400,000

Before YA 2024 From YA 2024 to YA 2028

Qualifying R&D expenditure S$500,000 S$500,000

Calculation of incremental tax 

benefits (in addition to the 

100% base deduction)

S$500,000 x 150% x 17%

S$400,000 x 300% x 17% + 

S$(500,000 − 400,000) x 150% 

x 17%

Potential incremental tax 

benefits (based on 17% tax 

rate)

S$127,500 S$229,500

Increase in tax benefits S$229,500 − S$127,500 = S$102,000
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