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Editor’s note  
PwC’s Global Health Industries network is 
pleased to present you with its 11th issue of the 
Asia-Pacific Health Industries Newsletter. 
 
The newsletter aims to keep you informed of the 
latest developments, related not only to 
pharmaceutical and medical device industries, 
but also to healthcare sectors. 
 
In this, our first newsletter for the 2014 calendar 
year, we highlight a number of recent 
developments that are of direct interest to 
Pharmaceutical & Life Sciences companies and 
healthcare organisations. 
 
In our Compliance section we focus on China’s 
recent external environment changes, regarding 
disclosure regime with respect to the ethical 
obligations of HCPs and institutions. 
 
Our section on Pricing developments includes 
an update on China’s pricing guidelines, and in 
the M&A section we highlight major deals in 
Korea and India’s pharmaceutical industries. 
 
In this issue, we also present two new sections 
related to Digital Health and Big Data 
(including a look at analytics in India), as these 
fields have become major interests within the 
healthcare industry. 
 
In the final section, we outline Tax developments 
and changes across different areas, including: 
changes to the company tax rate and R&D tax 
offsets announced in the FY15 Australian 
Federal Budget; the new ordinance for Hong 
Kong corporate amalgamations; tax on M&A 
activities and restructuring strategies in China; 
an update on wholly foreign invested medical 
institutions in China, and 2014 Budget changes 
in Singapore. 
 
We hope that the analysis and information 
presented are of use to you and your 
organisation. If you would like to discuss any 
topic in more detail, feel free to reach out to your 
PwC territory contact, or the relevant industry 
experts listed at the end of each article. 
 
Tim Hogan-Doran 
tim.hogan-doran@au.pwc.com 
 
Ayako Miyata 
ayako.a.miyata@au.pwc.com 
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John Cannings 
PwC East Cluster (AsiaPac) 
Health Industries Leader 

Welcome to our 11th Edition of the Asia-Pacific Health 

Industries Newsletter. 

 

This is the first issue to cover both the Pharmaceutical & Life 

Sciences and Healthcare industries in order to provide a 

more comprehensive overview of, and topics on, the 

healthcare sector within the Asia-Pacific region. Thus, we 

have newly included articles regarding Digital Health and Big 

Data analytics in healthcare as well as our usual topics 

around Compliance, M&A, Pricing and Tax. 

It has been over a year since I took on the role of PwC’s 

Pharma & Healthcare Leader in the Asia-Pacific region and I 

would like to take this opportunity to convey my gratitude to 

my colleagues across the various territories, for their active 

engagement and excellent contributions to not only this 

publication but also to our day-to-day business activities. 

I would also like to thank you, our clients and industry 

colleagues for your contributions, feedback and engagement 

during this time and hope that we have added to, and will 

continue to add value to your businesses. 

 

While leaving this role temporarily after this issue, I am 

happy to announce that David McKeering, PwC Singapore 

partner, will take up this role for the time being. His contacts 

details are phone: +65 9382 5658  and email: 

david.mckeering@sg.pwc.com. 

 

 

 

 

 

 

 

 

 

 

 

 

 

I trust that you will find the enclosed newsletter of interest to 

your business and I welcome your thoughts on any of the 

issues and priorities it raises for your organisation. 

If you have any questions you would like to discuss, please 

don’t hesitate to contact any of the territory leaders and 

industry experts whose contact details are set out on the back 

page of this newsletter. 

 

Yours sincerely, 

 

 

 

 

John Cannings, OAM 

PwC East Cluster (AsiaPac)  

Health Industries Leader 
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China 

Nine prohibitions to strengthen  
ethical conduct in the healthcare  
industry 

For the past year, the pharmaceutical and life sciences 

industry in China has been the focus of well-publicised anti-
bribery and anti-corruption enforcement by authorities. The 

investigations have focused primarily on interactions with, 

and payments to, HCPs—either directly or through third 
parties such as travel agents. 

In December of last year, the National Health and Family 

Planning Commission issued two circulars emphasising the 
focus on stamping out bribery and corruption. 

• The Regulations on Establishing a Commercial Bribery 

Blacklist for the Purchase and Sale of Medicines 
focused on the implementation of a commercial bribery 

blacklist, which would penalise repeat offenders by 

instituting a two-year, nationwide ban on procurement 
of their products by any entity receiving public funding. 

• The Nine Prohibitions to Strengthen Ethical Conduct in 

the Healthcare Industry focuses on the ethical 
obligations of HCPs and institutions, and highlights 

high risk areas related to offering travel and 

entertainment, improper donations and disclosure of 
patient data, among others. 

Individual provinces are also focusing on enforcement, for 

example: 

• The Health and Family Planning Commission of 

Zhejiang province has ordered healthcare departments 

to carry out internal compliance probes before the end of 
June, and to report any kickbacks they had received. 

• Guangdong General Hospital posted an “open letter” to 

sales representatives, which, among other things, 
requires sales representatives and distributors to sign 

“Ethical Conduct Agreement” before collaboration. 

 
 

 

 
 

 
PwC comment 

In the face of this challenging external environment, 

companies are assessing their current compliance capabilities 
in terms of organisational structure, resources, training and 

controls, and are increasingly looking to strengthen the 

design and implementation of their monitoring programs to 

ensure they continue to grow in China in a compliant 

manner. 

 

 

 

 

 

 

 

 

 

DISCUSS THIS WITH 

Erinn Hutchinson 

+86 21 2323 2262 
erinn.hutchinson@cn.pwc.com 
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China 
Removal of highest retail price caps for 
selected drugs 

China’s National Development and Reform Council (NDRC) 

released a notice to improve drug price management in 

China. The key initiative was the removal of the highest retail 
price caps for approximately 500 Government-guided pricing 

drugs. These drugs included both Western and Traditional 

Chinese Medicine (TCM) drugs. 

Impact for pharmaceutical companies 

The impact of the notice will include the following: 

 The lifting of the price cap regulation (expected to take 
effect on 1 July 2014) will result in the removal of price 

caps for 500 or so drugs, and 

 The new guidelines allow manufacturers to 
independently price drugs, as long as the daily allowable 

price ceiling is not exceeded (RMB3 for Western and 

RMB5 for TCM). 

The notice was interpreted by some readers as a lead signal 

that China is bringing in more market-driven / market-

regulated price control regimes. 

It is important, particularly for domestic pharmaceutical 

companies, because they need to revisit their product pricing 

and product market access strategies to see if they should, 
respectively, adjust drug price(s) and enter or re-enter the 

market(s). This is because many domestic pharmaceutical 

companies have exited the market due to price caps. 

We expect the release of this notice will also see domestic 

pharmaceutical companies revisit their product pricing and 

product market entry strategies. Chief Executives and leaders 
of some domestic companies have expressed a need to act 

quickly in these strategic areas, in order to ensure they fend 

off competitors. 

While only affecting approximately 500 drugs, the 

implications of the new guidelines are likely to be broader, 

and is expected to impact both MNCs and domestic 
companies with respect to their pricing and market access 

strategies, especially at the provincial level. 

 

 

 

PwC comment 

Our view is that the new guidelines may be the first step in 

the Chinese Government’s introduction of a new pricing 

regime for the market. MNCs have previously been allowed 
independent pricing under the “innovation” category; 

however, this independent pricing category may be revoked 

under the new pricing regime. 

 

 
 

 
 

 

 

 

 

 

 

DISCUSS THIS WITH 

Xu Jia 
+86 10 6533 7734 
jia.x.xu@cn.pwc.com 
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India 
Challenges and growth of Digital Health in 
India 

In India, Digital Health (hereafter mHealth) is currently 

restricted to communication among health workers and 

medical professionals using SMS, texts, etc., which implies 

that the potential for mHealth in India has not yet been fully 

exploited. 

Smartphones can be useful to medical professionals and 
consultants in many ways. Huge potential exists in using 

smartphones to accurately diagnose patients in remote 

locations, just as it’s done in developed countries today. 
Doctors and health workers in India can take the lead from 

applications like Oto (an iPhone version of otoscope), 

EyeMITRA, MobileOCT and Oscan (oral activity scan). Most 
of these applications are actually geared towards developing 

countries as they assist in providing accessible healthcare at 

low costs. 

More importantly, for mHealth to prosper in India, there is 

an urgent need to create a legal framework that addresses 

mHealth related legal violations. Currently, a lack of laws and 
regulations prevents a clear understanding of the legal 

implications and liabilities associated with mHealth. India 

requires laws, equivalent to the HIPAA and HITECH Act in 
the United States, to prevent mHealth activities from 

becoming a hazard rather than a boon to the Indian 

healthcare system. These laws will also create strict 
compliance requirements for mobile devices and 

applications, thus preventing providers from creating 

applications that violate the law and in turn, any patient 
privacy, security and confidentiality requirements associated 

with mHealth. 

By embracing existing smartphone applications and 
implementing relevant laws, easy access to healthcare can be 

exploited while strengthening the trust that medical 

professionals and patients have in mHealth technology. 
 

PwC comment 

The development of mHealth in India enables people to 
access healthcare at low costs. Going forward, Pharma 

companies as well as healthcare providers will have to keep 

an eye on regulatory changes, including legal implications 
and liabilities, associated with mHealth in India. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCUSS THIS WITH 

Dr Rana Mehta 
+91 99105 11577 
rana.mehta@in.pwc.com 
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Korea 
Dong-A Pharmaceutical aims to strengthen 
its medical device competitiveness 
 

Dong-A Pharmaceutical Co., Ltd., is a South Korea-based 

pharmaceutical company engaged in manufacturing products 

such as ethical (ETC) drugs, over-the-counter (OTC) drugs, 

functional food and others. For KRW 12 bn (US 11.08 m), it 

recently acquired a 98.96% stake in M.I. Tech Co., Ltd., a 
South Korea-based company that manufactures metallic 

medical stents for use in gastro-intestinal surgery. M.I. Tech 

specialises in the manufacturing and marketing of non-
vascular stents made of innovative technologies—exporting 

80% of its products to more than 50 foreign countries, mostly 

within the EU. With a focus on physician needs and patient 
satisfaction, the company is dedicated to reinforcing the 

quality of its products and R&D potential, and currently 

holds more than 50 patents. Through this strategic 
acquisition, Dong-A Pharmaceutical is expected to diversify 

its business portfolio and strengthen its medical device 

competitiveness. 
 

Advanced personalised medicine has prompted 

pharmaceutical companies to reconsider their current 
business models and collaborate with biotech/diagnostic 

companies in order to develop new approaches that target 

pre-screened cancer patients with certain targeting anti-
cancer therapies. This new approach is known as companion 

diagnostics. While companion diagnostics can assist in 

achieving drug approval, which may otherwise have been 
withheld, it may also provide a competitive advantage 

through increased drug efficacy within a focused market. 

 
CBS Bioscience Inc., the South Korea-based, world-leading 

company in gene expression profile testing for HCC 

(Hepatocellular carcinoma) patients, developed and clinically 
validated its product to assess the risk of tumour recurrence 

and death for patients. The company has been developing 

new technologies related to companion diagnostics, using the 
world’s largest number of HCC tissues with clinic pathologic 

data along with its original gene expression profiling 

technologies. Furthermore, CBS Bioscience is considering 
attracting investment of KRW 5 bn from large 

pharmaceutical companies. 

 

 

 

 

India 
One of the biggest deals in India:  
Sun-Ranbaxy  
Sun Pharmaceutical has agreed to acquire Ranbaxy 

Laboratories completely from Daiichi Sankyo for USD3.2 bn. 

This will leave Daiichi with a stake of approximately 9% in 

Sun Pharmaceutical, valued at about USD2 bn, compared 

with the USD4.2 bn paid for a 63.9% stake in Ranbaxy in 
2008. 

This will be an all-share transaction and the biggest of its 

kind in the Asia-Pacific region this year. Valuations were at a 
30% premium to the share trading price and at 2.2 times EV: 

EBITDA multiple. Ranbaxy shareholders will get 0.8 Sun 

Pharmaceutical shares for each Ranbaxy share they own. 

This will make Sun Pharmaceutical the world’s fifth-largest 

maker of generic drugs and the largest pharmaceutical 

company in India, with combined revenue estimated at 
USD4.2 bn and EBITDA of USD 1.2 bn for the 12-month 

period ended 31 December 2013. 

The combined entity will have employee strength of at least 
25,000, with operations in 65 countries, 47 manufacturing 

facilities across five continents, and a good platform of 

specialty and generic products marketed globally, including 
629 AND. As a combined entity, it will be number one out of 

the 13 therapeutic categories in the Indian market. 

Ranbaxy will benefit from the operational strength of Sun 
Pharmaceutical, operating at a margin of close to 40% as 

compared to the 10% operating margins of Ranbaxy. 

Sun Pharmaceutical will benefit from Ranbaxy’s strong 
presence in the Over The Counter drug market in the US, 

which will make it the third largest dermatology player in 

that market. Ranbaxy also has a strong drug pipeline in the 
US market, which also includes first to file drugs, and has a 

strong presence in the acute therapy segment and emerging 

markets where Sun Pharmaceutical has not previously had a 

significant presence. 

 

 
 

 

 

 

DISCUSS THIS WITH 

Hyung-Do Choi 
+82 2 709 0253 
hdchoi@samil.com 
 

DISCUSS THIS WITH 

Sujay Shetty 
+91 2 2666 91305 
sujay.shetty@in.pwc.com 
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India 
Availability of nationwide patient record in 
India 

The Ministry of Health, Government of India, is embarking 
on a journey where it will possibly make mandatory the 
availability of Electronic Medical Records (hereafter EMRs) 
at every hospital that accepts Government Insurance 
Schemes, such as RGJAY (Rajiv Gandhi Jeevandayee Arogya 
Yojana) or CGHS (Central Government Health Scheme). A 
prime driver for this is the growing population in India and 
the ever-increasing disease burden. The Indian Government 
is seeking to better understand diseases, profiles and 
demographics. Given that covering its large population 
accounts for a significant part of government spending, it is 
also focused on an analysis of the health data it gathers 
through EMRs. Due to their need for the health data of 1.8 
billion people, the Government has an increased reliance on 
firms who can assist with analysing big data, understanding 
disease patterns and how lifestyle impacts on healthcare, as 
well as the extent and reach of healthcare in remote places of 
the country. 
 
Another initiative that is being focused on heavily by the new 
Government is to architect a national-level Health 
Information Exchange. While this is still at a conceptual 
stage in India, learning from the telecom revolution, India 
more often than not tends to leapfrog technological 
advancements. If similar examples are anything to go by, it 
will probably be sooner than expected that the Government 
considers a Hospital Information Exchange (HIX) bus to 
connect all entities and introduce tighter regulatory 
requirements. Needless to say, big data will play a significant 
role in assisting clients to meet new, more stringent norms. 
 
We at PwC India are actively working with many state-level 
Governments to assist them in this journey. We are also 
helping states and municipal corporations strategise and plan 
for the implementation of statewide Health Information 
System (hereafter HIS), EMRs and analytics tools, in order 
for them to meet the upcoming Government mandates. We 
offer them a strong set of skills in HIS selection, deployment 
and back-end analytics management. 

PwC comment 

Given the radical changes heading for the Indian healthcare 
industry, healthcare organisations need to take steps to 

capture and manage healthcare data in a form that the 

necessary stakeholders can run analytics on, in order to 
provide, and better manage, healthcare delivery. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCUSS THIS WITH 

Dr.Rana Mehta/ Shib Pramanik 
+91 99105 11577 / +91 88799 92262 
rana.mehta@in.pwc.com /  
      shibasish.pramanik@in.pwc.com 
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Australia 
2015 Federal Budget: changes to tax rate, 
R&D tax offsets and new PPL Levy 

In the recent FY15 Budget, the Australian Government 

announced that the Corporate Tax rate would fall from 30% 

to 28.5% for the income year, as from 1 July 2015. 
 

At the same time, the Government also announced a 

reduction in the Research and Development (R&D) tax offset, 
effective from 1 July 2014. This will see the tax offset fall 

from its current 40% non-refundable rate (for entities with a 

turnover of more than $20m) to 38.5%. For the 2014-15 
financial year, eligible companies will be liable for the current 

company tax rate, but will receive a lower offset (equating to 

an 8.5c in the dollar benefit). 

In the subsequent 2015-16 year, the difference between the 

R&D tax offset (38.5%) and the reduced corporate tax rate 

(28.5%) will see the benefit of the R&D tax offset return to 
current levels (equating to a 10c in the dollar benefit). 

Paid Parental Leave (PPL) Levy 

In addition to the above reduction in Corporate Tax rates and 
R&D tax offset, companies with taxable incomes in excess of 

A$5 million, will be subject to a 1.5% PPL. As per the table 

below, this effectively equates to a return to the 30% ‘tax’ cost 
currently facing corporates. 

Taxable 
income (A$) 

Income Tax 
28.5% (A$) 

PPL Levy 
1.5% (A$) 

Effective overall 
tax burden (%) 

5,000,000 1,425,000  Nil 28.500 

10,000,000 2,850,000 75,000  29.250 

15,000,000 4,275,000  150,000 29.500 

20,000,000 5,700,000 225,000 29.625 
25,000,000 7,125,000 375,000 30.000 

PwC comment  

The short-term cut in the R&D tax offset was unwelcome 

news to companies already committed to R&D programs for 
FY15. The return to the former 10c in the dollar benefit, in 

FY16, at least ensures this remains a one-off measure. At the 

same time the welcome reduction in the Corporate Tax rate is 
largely negated by the new PPL Levy, which will also reduce 

the amount of Foreign Tax Credits MNCs can receive from 

Australian sourced dividends. 

 

 

 

Hong Kong 

The new Hong Kong Companies Ordinance 

The new Hong Kong Companies Ordinance, which became 
effective in March 2014, is a revamp of the Hong Kong 

company law regime. It is based on four main objectives, 

namely: to enhance corporate governance; ensure better 
regulations; facilitate business, and modernise corporate law. 

Among other changes, a court-free amalgamation of 

companies within a group has been introduced—subject to a 
solvency test—and provides an opportunity for groups to 

streamline their corporate structure. 

The court-free procedure applies to amalgamations of a 
holding company and one or more of its wholly owned 

subsidiaries, or the amalgamation of two or more wholly 

owned subsidiaries of a company. 

There are certain Hong Kong tax issues (and foreign tax 

issues if foreign assets are involved) to be considered in a 

corporate amalgamation. The existing Hong Kong Inland 
Revenue Ordinance and Stamp Duty Ordinance do not 

contain any specific provisions to deal with the tax 

treatments arising from corporate amalgamations. Examples 
of potential profit tax issues include: (i) determining whether 

the tax losses of the amalgamating company will be regarded 

as the tax losses of the amalgamated company, such that the 
latter can utilise losses of the former to set off its future 

assessable profits; (ii) if the trade receivables taken over by 

the amalgamated company become bad or doubtful, whether 
the amalgamated company can claim tax deductions on the 

bad debts that are written off, or specific provisions for 

doubtful debts, and (iii) whether the amalgamated company 
can continue to claim a depreciation allowance on the tax 

written down value of the plant and machinery transferred. 

While the tax treatments of the various issues are yet to be 
clarified by the Hong Kong Inland Revenue Department, 

companies may seek advance ruling for the time being before 

taking any court-free amalgamation. 

PwC comment 

Pharmaceutical companies should be prepared for certain 

Hong Kong tax issues to be considered in a corporate 
amalgamation and seek ways in which to deal with the tax 

treatments of the various issues. 

 

 
DISCUSS THIS WITH 

Tim Hogan-Doran 
+61 2 8266 9084 
tim.hogan-doran@au.pwc.com 
 

DISCUSS THIS WITH 

Julia Chan 
+85 2 2289 3082 
julia.sy.chan@hk.pwc.com 
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China 

M&A activities and corporate restructuring 
strategies 

In recent months, the pharmaceutical industry has 

experienced dramatic changes, with various mergers and 

acquisitions (M&A) activities amongst the key players. It is 
also expected that a number of corporate restructuring 

activities will take place during the integration process. 

 
Under China’s CIT Law, a non-Tax Resident Enterprise 

(TRE) of a foreign group, which transfers its equity interest 

in a Chinese TRE, has to recognise the gain/loss based on the 
fair value of the equity transferred. The gain (if any) is 

subject to China Withholding Income Tax (WHT) of 10%. If 

the transaction falls into certain prescribed scenarios and 
satisfies the specific criteria under Caishui [2009] No.59 

(Circular 59), the transferor and transferee may elect to 

invoke Special Tax Treatment (STT), which is effectively a tax 
deferral treatment for that gain, and seek approval from their 

in-charge tax bureaus. However, due to a lack of detailed 

guidance on how to assess whether a transaction satisfies the 
STT criteria, STT has rarely been approved by Chinese tax 

authorities. 

 
The State of Administration of Taxation (SAT) newly released 

a tax circular, entitled SAT Public Notice [2013] No.72 

(Public Notice 72), which sets out new technical and 
procedural guidance for Non-TREs to apply for STT for the 

transfer of Chinese TREs. Foreign invested groups may now 

have a higher likelihood of securing STT for their inter-group 
equity transfer transactions. Public Notice 72 is effective 

from its issuance date of 12 December 2013 and is applicable 

to previous cases that have not yet been settled. 
  

Further, Public Notice 72 introduces a new criterion for STT 

to apply to a Scenario One transaction, where the equity of a 
Chinese TRE is transferred by a non-TRE to its wholly owned 

non-TRE. Under this new criterion, dividends from the 

retained earnings—generated prior to the transfer and when 
being distributed by the Chinese TRE to the non-TRE 

transferee after the transfer—are not eligible for the 

preferential WHT rate under the double tax agreement (DTA) 
concluded between the non-TRE transferee’s jurisdiction and 

China. This new criterion ensures that any intra-group 

restructuring is not for the purpose of reducing the Chinese 
WHT on the pre-transferred undistributed retained earnings. 

 

Public Notice 72 also provides that Scenario One transaction 
also covers cases where the equity in a Chinese TRE is 

transferred as a result of spin-off or merger of the non-TRE 

shareholder, provided that all of the STT criterion can be 
satisfied. However, it appears that, practically, most of the 

spin-off or merger cases at the level of the non-TRE 

shareholder would not result in the transaction pattern under 
Scenario One, and hence, could not be eligible for STT. 

 

Further, the State Council released a circular Guofa [2014] 
No.14 (Circular 14) on 7 March 2014, urging various 

government bodies to improve policies so as to encourage 

M&A in China. The direction for tax policy improvement is to 
relax the corporate income tax (CIT) corporate restructuring 

rules, with respect to STT, and to improve land appreciation 

tax, business tax and value-added tax policies involved in 
M&A transactions. 

 

In particular, Circular 14 seeks to further improve the 
corporate restructuring rules, with respect to STT, in the 

following ways: 

• Reduce the minimum ratio (currently 75%) for the 
equity/assets transfer; 

• Expand the scope of corporate restructuring 

transactions that may be eligible for STT, and 

• Study and improve the CIT policies for equity 

investment with non-monetary assets. 

 
It is expected that the Ministry of Finance (MOF) and the 

SAT will work together to improve the corporate 

restructuring rules in Circular 59, in light of the instructions 
of Circular 14. It remains to be seen to what extent the 

corporate restructuring rules might be relaxed. 

 
Investors should monitor the developments in this area and 

assess the potential implications for their future M&A 

activities and corporate restructuring strategies in China. 
 

PwC comment 

Pharmaceutical companies need to monitor the regulatory 
change and development in this area, and build a plan for 

their M&A activities and corporate restructuring strategies. 

 

 

 

 

 

 

 

 

 

DISCUSS THIS WITH 

Alan Yam / Daphne Su 
+86 21 2323 2518 / +86 21 2323 3117  
alan.yam@cn.pwc.com / daphne.su@cn.pwc.com 

mailto:daphne.su@cn.pwc.com
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China 

Opening up for wholly invested medical 
institution in China (Shanghai) Pilot Free 
Trade Zone “PFTZ” 
 

The Chinese Government established a China (Shanghai) 

PFTZ in the existing Shanghai Integrated Bonded Zone, 

which officially commenced on 29 September 2013. 

It is the first of its kind in mainland China and introduces 
breakthrough reforms, including relaxation of simplified 

investment administration, flexible systems for business 

registration, financial services and optimised customs 
supervision to boost business growth in the region. 

The launch of the Shanghai PFTZ brings benefits and new 

business opportunities for foreign and domestic investors on 
both their inbound and outbound investments. 

Preconditions for the wholly foreign invested 

medical institution 

Shanghai PFTZ opened its gate to wholly foreign invested 

medical institutions, no longer limiting access to only 

qualified service providers from Hong Kong, Macau and 
Taiwan. 

However, to set up a wholly foreign invested medical 

institution there are compulsory preconditions that need to 
be met, the most important being: 

 The foreign Investors shall have more than 5 years 

of direct experience in medical institution 
investment and management; and 

 

 No branches are allowed. 
 

Administration for Industry and Commerce in the PFTZ 

(PFTZ AIC) will be the only government authority an 
applicant needs to liaise with in order to establish an entity. 

PFTZ AIC will be responsible for collecting the application 

package and delivering written approval or rejection, as 
issued by the relevant government authorities. 
 
Benefits of the PFTZ policy 

The PFTZ policy benefits foreign investors seeking access to 

the medical institution market, in many ways. For example, it 

is available to all qualified foreign investors, the application 
process is simple, and organisations who are not hospitals -

such as maternal and childcare service centres and clinics - 

are also allowed in the PFTZ. 

Despite the benefits, the application process may need a 

lengthy approval timeline and the policy keeps silent on the 
hurdles that wholly foreign invested medical institutions may 

deal with in China. These include challenges, such as no 

preferential tax support policy, a limited quota for 
purchase/importation of large-scale medical equipment and 

facilities, medical expenses that are not covered by social 

insurance, the employment of doctors, and distances from 
city centres while no branches are allowed.  

However, as PFTZ has ‘opened the gate’, it is expected that 

more supportive policies will soon be available for wholly 
foreign invested medical institutions. 

Considering the fast growing need for high-end medical 

treatment, for both foreigners and locals in China, there is a 
potentially significant market in China, and we have already 

seen wholly foreign invested medical institutions from 

Taiwan operating in China. Indeed, it would be worthwhile 
for foreign investors to proactively study the regulatory 

environment and successful case studies in this potential 

market. Joint Ventures are also an option for investing in 
China, and offer opportunities to seize market share at an 

early stage. 

PwC comment 

Before entering the market in China, it is essential to 

research the regulatory environment and successful case 

studies, in order to understand the necessary keys for 
success. 

 
 

 

 

 

 

 

 

DISCUSS THIS WITH 

Alan Yam  
+86 21 2323 2518 
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Singapore 
Singapore 2014 Budget changes 

The Singapore Budget was announced in February 2014. Key 
tax updates, relevant to the pharmaceutical industry, are 

highlighted below. 

Productivity and Innovation Credit (PIC) scheme 

The existing PIC scheme allows businesses to claim a 400% 

tax deduction on up to SGD400,000 of qualifying 

expenditure incurred for each year of assessment (YA), from 
YAs 2011 to 2015. Businesses may also opt for a cash payout 

of 60% of up to SGD100,000 of qualifying PIC expenditure 

incurred in YAs 2013 to 2015. In addition, businesses that 
invest a minimum of SGD5,000 per year of assessment, in 

qualifying PIC activities1, can also receive a PIC cash bonus of 

up to SGD15,000 from YAs 2013 to 2015. 

Based on the high take-up rates and success of the existing 

PIC scheme, the Government has extended it for another 

three years—until YA 2018. In addition, the qualifying 
expenditure cap of SGD400,000 per activity may be 

combined across YAs 2016 to 2018 (i.e. SGD1.2 million per 

qualifying activity). 

PIC+ scheme for Small & Medium Enterprises2 (SME) 

A new PIC+ scheme for SMEs was introduced to provide 

support for SMEs who make substantial investments in 
qualifying activities to transform their businesses. The 

expenditure cap under the PIC+ scheme which takes effect 

from YA 2014 will be SGD600,000 (instead of SGD400,000 
under the PIC scheme) per qualifying activity, per year of 

assessment. The combined expenditure cap for qualifying 

SMEs will be up to SGD1.4 million for YAs 2013 to 2015 and 
up to SGD1.8 million for YAs 2016 to 2018. Other features of 

the PIC scheme (e.g. cash payout) remain applicable under 

the PIC+ scheme. 

R&D 

The enhanced 50% deduction on qualifying expenditure, 

incurred through R&D activities carried out in Singapore, has 
been extended for another ten years—to YA 2025. 

Additionally, a further tax deduction that allows businesses 

to claim up to a 200% deduction on qualifying expenditure 
on R&D projects (as approved by the Economic Development 

Board) has been extended for another five years—until 31 

March 2020. This extension is a welcome move, particularly 
given the long life cycle of R&D activities in the 

pharmaceutical industry. 

 
Writing down allowance 

The writing down allowance, given in respect of capital 

expenditure on acquisition of prescribed intellectual property 

(IP) rights, has been extended to YA 2020. 

Intellectual Property registration costs 

To encourage businesses to invest in innovation, and to 

facilitate the commercialisation of IP, a tax deduction is 
granted for costs incurred in registering patents, trademarks, 

designs and plant varieties (qualifying IP rights). The 100% 

tax deduction will be extended for five years—until YA 2020. 
These costs also continue to be eligible for the PIC scheme / 

PIC+ scheme. 

Going forward, what does this all mean for 
companies? 

The Budget 2014 changes, outlined above, are in line with the 

Government’s push to encourage innovation and productivity 
in Singapore. For companies planning to expand their 

operations in Singapore (e.g. through capital investments or 

set up of an IP hub), the PIC (or PIC+) scheme—as well as 
enhanced deductions for specific activities—can assist by 

defraying part of the capital expenditure through cash 

payouts. Additionally, tax burdens are minimised due to 
enhanced/super deductions with respect to qualifying 

expenditure. As there are caps on the expenditure and 

conditions are applicable, companies looking to invest in 
these areas should plan ahead in order to maximise the 

claimable amounts vis-à-vis their expansion plans and 

business needs. 

 

 

 

  

 

 
 

   
 
1. The six qualifying activities are (i) acquisition or leasing of PIC information 
technology and automation equipment, (ii) training of employees, (iii) 
acquisition or licensing of IP rights, (iv) registration of IP rights, (v) R&D 
activities and (vi) approved design projects. 

2. A qualifying SME is defined as an entity that has an annual turnover of not 
more than SGD100 million or a workforce of not more than 200 employees. 
These criteria are applied at a group level if the entity is part of a group. 

DISCUSS THIS WITH 

Ajay Sanganeria / Valerie Wan 
+65 6236 3703 / +65 6236 3153 
ajay.k.sangneria@sg.pwc.com / 
valeriesy.wan@sg.pwc.com 
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PwC East Cluster:         
People update 

 

Strategy& (previously Booz&Co.) in 
Asia-Pacific Region 

China  

Strategy& has served clients in China since 1990, and 
work with leading life-science and healthcare 
companies in China throughout all major sectors 
(pharma, medical devices and diagnostics, payer, 
distribution, service providers and senior living 
players). We not only develop strategy but also help 
our clients build and embed new capabilities and  
drive changes. Our key platforms of service in China 
are China Entry and Growth strategy, Go-to-Market/ 
Commercial Model development, Organizational 
Development and Change Management, Policy/ 
Regulation Assessment and Strategy, Partnership 
Strategy. We have a strong local health team that  
serve clients in China, and also work closed with our 
global health teams to help clients address their  
global issues. 

 
China Health Practice Leadership Team: 
 

                         Sarah Butler                                 

                             Managing Director 

                             Greater China 
                             Greater China Health Practice Leader 

                             +86 21 2327 9868 

                             sarah.butler@strategyand.pwc.com 

 
 
 

            

Simon Sun 

Principal 

Co-Leader of Greater China Health 

Practice 

+86 21 2327 9867 

simon.sun@strategyand.pwc.com     

 

 

 

 

 
 
 

 
 

Japan  
 
 
 
 

Strategy& works for leading domestic and foreign 
pharmaceutical (both innovative drug and generic 
drug), and medical device companies in Japan. Major 
support areas in Japan involve the development of 
strategy across all clients’ functions, including 
corporate strategy, sales & marketing strategy, and 
entry strategy for the Japan market, as well as support 
of BPR, cost reduction, etc. Recently, we have also 
worked on capability building (e.g., strategic ‘top 
management’ thinking and marketing strategy 
development), which has been a hot topic in Japan. 
Our global healthcare practice team prides itself on 
working in a collaborative manner, and is rewarded for 
this through the appreciation of its clients. 
 
 
 
 
 

Japan Health Practice Leadership Team: 

 
Kenji Mitsui                                 
Partner 
Tokyo Health Practice Leader 
+81 3 6757 8692 
 kenji.mitsui@strategyand.pwc.com 
 
 
 

 
 
 

 
Tomoya Maegawa 
Principal 
Co-Leader of Tokyo Health Practice 
+81 3 6757 8641 
 tomoya.maegawa@strategyand.pwc.com                 
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The Future is Here: A closer look at 
how the new revenue recognition 
standard impacts your business 

 
Entities in pharmaceutical and life science often 
enter into collaborations and licensing arrangements 
to develop drugs. Determining whether 
arrangements with collaborators are in the scope of 
the revenue standard is complex. Careful 
consideration is also needed to determine whether 
various performance obligations should be 
accounted for separately in any arrangements with 
customers. Arrangements with milestone payments 
and sales-based royalties are common, and the 
current practice is to recognise revenue upon 
meeting a probability threshold or achieving a 
certain outcome. 
 
Under the new model, revenue will be recognised on 
contingent milestones when the performance 
obligation is satisfied and the entity determines that 
it is highly probable (IFRS)/probable (USGAAP) that 
there will be no significant reversal of revenue in 
future periods. The new standard contains a limited 
exception for variable consideration related to sale- 
or usage-based royalties from the licensing of IP. 
 
Download PwC’s report to learn more: 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
             

                                 Download PDFPwC East 
Cluster: 
 People Update 

People update 

 

Strategy& in the Asia-Pacific Region 

Australia and SEA 

Strategy& has a rich history of serving the healthcare 
sector in Australia, having worked with most of the 
major stakeholders at various times over the last two 
decades. We have engaged with the Commonwealth on 
health issues, with departments such as the 
Department of Health, Department of Defence and the 
Department of Human Services (including Medicare). 
We have also worked with State health departments, 
regional health authorities and major hospitals in New 
South Wales, Victoria, Queensland, Western Australia, 
South Australia, the ACT and New Zealand. 

Our private sector health clients have included major 
health insurers, pharmaceutical companies and 
medical equipment suppliers. In fact, we helped set the 
direction of the current eHealth strategy with our 
report for the National Health & Hospital Reform 
Commission. Through our various engagements for 
both private and public clients, we have a solid 
understanding of the country’s development in 
eHealth. 

 
 Australia and SEA Health Practice  
Leadership Team: 
 

 
Chris Bartlett                                 
Director 
Australia and SEA Health Practice 
 +61 414 835 935 
chris.bartlett@strategyand.pwc.com 
 
 
 

 

 

 
 

 

 

http://www.pwccn.com/webmedia/doc/635394893284758362_accounting_rev_recognition_jun2014.pdf
http://www.pwccn.com/webmedia/doc/635394893284758362_accounting_rev_recognition_jun2014.pdf
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From vision to decision 
Pharma 2020 (2013) 
 
Many of the conditions that will determine 
what happens in 2020 are already in place: 
most of the products that will be launched 
are already in the pipeline; processes being 
used to develop them are similar to those 
of the past 10 years; the prevailing 
management culture remains that of the 
late 20th century, and a demanding 
commercial environment will likely 
continue. We focus on how companies can 
reach 2020 in a position from which to 
benefit from more favourable conditions 
thereafter.  
 
 

 
India Pharma Inc. 
Changing landscape of the Indian pharma 
industry (2013) 
 
India had an efficient pharmaceutical 
industry that manufactured affordable 
drugs and sold them to the Indian market, 
as well as exported them to the rest of the 
world. However, lately it has been the 
target of rising FDA scrutiny over quality. 
This new report highlights suitable 
strategies for mitigating the risks 
emanating from recent challenges, and 
sustaining growth into and over the next 
decade. 
 
 

 
India Pharma Inc. 
Gearing up for the next level of growth 
(2012) 
 
In this report, we look at the different 
types of growth levers that have fuelled the 
growth of the Indian market, emerging 
new business models, and the key success 
factors that are needed to achieve 
sustainable long-term growth. The report 
presents an overview of the issues facing 
the industry today and throws light on the 
road ahead.    
 
 

 

 
Issues and Decisions 
A Report on the Australian Pharmaceutical 
Industry (2013) 
 
This is PwC’s third survey of the Australian 
pharmaceutical industry, and the first in 
conjunction with Medicines Australia. The 
report represents and reflects views and 
concerns across the industry, identifies 
emerging issues and trends that require 
attention, and examines how different 
segments are responding and dealing with 
these trends. 
 
 
 
 
 

 
Asia-Pac Pharma & Life Sciences 
Newsletter (2013) 
 
Our PwC Pharma & Life Sciences experts 
from throughout the region present you 
with regular updates on important 
developments within the Asia-Pacific 
pharmaceutical industry, with regular 
articles focusing on developments 
occurring in respect of key areas 
including Compliance, Pricing & 
Reimbursement, Regulatory and 
Accounting and Taxation regimes 
throughout the region. 
 
 
 

 
Issues and Opportunities 
- in a time of change (2010) 
 
PwC Australia's biannual report into the 
Australian Pharmaceutical Industry 
provides you with our qualitative and 
quantitative findings from our 2010 survey 
of key companies and stakeholders in the 
industry. It includes companies engaged in 
sales and marketing, manufacturing, 
Research & Development (R&D), 
distribution, wholesaling, retailing and 
services 

Other publications: 

 

 

 

 

 

 

 
 

 
These and other publications can be found on PwC’s Pharmaceuticals & Life Sciences and Healthcare websites at www.pwc.com

http://www.pwc.com/en_GX/gx/pharma-life-sciences/pharma2020/vision-to-decision-form.jhtml
http://www.pwc.com/en_GX/gx/pharma-life-sciences/pharma2020/vision-to-decision-form.jhtml
http://www.pwc.in/en_IN/in/assets/pdfs/publications/2013/changing-landscape-of-the-indian-pharma-industry.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/publications/2013/changing-landscape-of-the-indian-pharma-industry.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/publications/2013/changing-landscape-of-the-indian-pharma-industry.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/publications/2013/changing-landscape-of-the-indian-pharma-industry.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/pharma/pharma-summit-report-31-10-12.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/pharma/pharma-summit-report-31-10-12.pdf
http://www.pwc.com.au/industry/healthcare/publications/report-australian-pharmaceutical.htm
http://www.pwc.com.au/industry/healthcare/publications/report-australian-pharmaceutical.htm
http://www.pwc.com.au/industry/healthcare/publications/report-australian-pharmaceutical.htm
http://www.pwc.com/gx/en/pharma-life-sciences/publications/asia-pharma-newsletter/asia-pharmaceutical-newsletter-march-2013.jhtml
http://www.pwc.com/gx/en/pharma-life-sciences/publications/asia-pharma-newsletter/asia-pharmaceutical-newsletter-march-2013.jhtml
http://www.pwc.com.au/industry/healthcare/assets/Issues-Opportunities-Nov10.pdf
http://www.pwc.com.au/industry/healthcare/assets/Issues-Opportunities-Nov10.pdf
http://www.pwc.com/us/en/health-industries/health-research-institute/innovation-scorecard/index.jhtml
http://www.pwc.com/en_GX/gx/pharma-life-sciences/pharma2020/vision-to-decision-form.jhtml
http://www.pwc.in/en_IN/in/assets/pdfs/publications/2013/changing-landscape-of-the-indian-pharma-industry.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/pharma/pharma-summit-report-31-10-12.pdf
http://www.pwc.com.au/industry/healthcare/publications/report-australian-pharmaceutical.htm
http://www.pwc.com.au/industry/healthcare/assets/Issues-Opportunities-Nov10.pdf
http://www.pwc.com/gx/en/pharma-life-sciences/pharmaceutical-industry-thought-leadership/biotech-whats-next-for-the-business-of-big-molecules.jhtml
http://www.pwc.com/en_GX/GX/healthcare/mhealth/assets/pwc-emerging-mhealth-full.pdf
http://www.pwc.in/en_IN/in/assets/pdfs/publications/2013/enabling-access-to-long-term-healthcare-funding-in-india.pdf
http://www.pwc.com/tw/en/industries/publications/healthcare-en.jhtml
http://www.pwc.com/gx/en/pharma-life-sciences/publications/asia-pharma-newsletter/asia-pharmaceutical-newsletter-march-2013.jhtml
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Key Asia-Pac Health Industries Country Contacts

Australia 
John Cannings 
+61 2 8266 6410 
john.cannings@au.pwc.com 
 
China 
Mark Gilbraith 
+86 21 2323 2898 
mark.gilbraith@cn.pwc.com 
 
India 
Sujay Shetty 
+91 22 6669 1305 
sujay.shetty@in.pwc.com 
 
Indonesia 
Ay Tjhing Phan 
+62 21 5289 0658 
ay.tjhing.phan@id.pwc.com 
 
Japan 
Naoya Takuma 
+81 80 49597701 
naoya.takuma@jp.pwc.com 
 

Korea 
Hyung-Do Choi 
+82 2 709 0253 
hdchoi@samil.com 
 
Malaysia 
Mei Lin Fung 
+60 3 2173 1505 
mei.lin.fung@my.pwc.com 
 
New Zealand 
Eleanor Ward 
+64 4 462 7242 
eleanor.x.ward@nz.pwc.com 
 
Philippines 
Cherrylin Javier 
+63 2 845 2728 
che.javier@ph.pwc.com  
 
 
 
 
 
 

Singapore 
Abhijit Ghosh 
+65 6236 3888 
abhijit.ghosh@sg.pwc.com 
 
Taiwan 
Lily Wong 
+886 2 2729 6703 
lily.wong@tw.pwc.com 
 
Thailand 
Charles Ostick  
+66 23 441 167  
charles.ostick@th.pwc.com  
 
Vietnam 
Richard Irwin 
+ 84 (8) 38240117 
r.j.irwin@vn.pwc.com 
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