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Disclaimer:

The content in this publication is considered to be true and correct at the date of publication. The tax incentives, qualifying
criteria and other facts may change thereafter. For more accurate information, reference can be made to the respective
Ministries and Agencies. The content of this publication are subjected to current policies, discretion and strict deliberation of the
Government of Malaysia.

This publication does not replace any legal requirements and laws governing business dealings and should be applied in
conjunction with any applicable laws. This publication, do not have any force of law, and does not serve to represent any
applicable law as it may be. This publication, should not be interpreted in any way that would be inconsistent with or would
override any applicable law, nor shall this publication be treated as a legal advice.

While reasonable care and skill was exercised in compiling the content of this publication, we do not assume liability for any loss
or damage, claims and expenses including but not limited to legal cost, indirect, special, or consequential loss, or damage
(including but not limited to, negligence) arising from the use and reliance of the information herein.

Any approvals and changes to the tax incentives are at the prerogative of the Malaysian Government authority.



Foreword

MINISTRY OF INTERNATIONAL TRADE AND INDUSTRY

‘Time does not wait, opportunities doesn't come rolling’. In line
with MITl's vision to make Malaysia the preferred investment
destination, MITI will continue to support and facilitate activities to
promote strategic investments in the manufacturing and services
including in the Oil & Gas Service and Equipment (“OGSE") sector.

In preparation to face global economic challenges including an
increasing trend of protectionism, the country’s industrial activity
has embarked on several diversification strategies including in
areas such as aerospace and high-technology manufacturing by
encouraging the SMEs to embrace the key components of Industry
4.0.

To ensure that the OGSE sector remain resilient and sustainable,
concerted efforts have been made by the Government by
introducing initiatives that would help shape the business
ecosystem to help support vendors and SMEs grow beyond their
boundaries and be able to compete more effectively.

It is MITI's hope that this guide can be a good reference in
facilitating the industry in its investment decisions and continue to
make Malaysia as their investment destination of choice to support
the oil and gas industry regionally.

/ )
Datuk Isham Ishak
Secretary General,

Ministry of International Trade and Industry,
Malaysia.

MIDA

MALAYSIAN INVESTMENT DEVELOPMENT AUTHORITY

As the execution agency for the nation’s investment agenda,
MIDA focuses on generating quality investments in new and
emerging technologies that are necessary for Malaysia to
become a high income nation. Oil and gas remain as one of the
sectors promoted by MIDA and with the launch of this guide,
MIDA hopes that more oil and gas services and equipment
manufacturing companies in Malaysia and internationally will
invest in Malaysia.

Further details are also available on MIDA’s i-Incentives portal at
https://incentives.mida.gov.my. The portal provides information

on investment incentives offered by the Federal Government of
Malaysia. It covers all types of incentives offered by the Federal
Government; tax exemptions, grants, soft loans and other types
of incentives such as equity funding, regional establishment
status, training and other facilitation programmes.

Feccce

oo N

Dato’ Azman Mahmud

Chief Executive Officer,

Malaysian Investment Development Authority,
Malaysia.


https://incentives.mida.gov.my/

Foreword

PETRONAS

This inaugural publication of Malaysia Tax Incentives: Compilation and Guide For OGSE Sector is timely to facilitate the OGSE players’
investment decisions to spur Malaysia’s oil and gas industry.

MITI and MIDA together with PETRONAS collaborated to produce this guide to match as closely as possible to the activities in
PETRONAS' licensing Standard Work and Equipment Categories (SWECs).

The incentives listed in this guide are beneficial for the OGSE players’ financial planning and will ease their efforts in identifying the most
suitable incentives for their respective businesses.

It is our hope that the OGSE players in Malaysia will gain from these incentives in our journey to uplift the competitiveness and resilience
of our industry.

Mazuin Ismail

Senior Vice President,

Projects Delivery and Technology Division (PD&T),
PETRONAS

Malaysia



Purpose of this guide

The purpose of this guide is to increase awareness of Oil and Gas Services and Equipment ("OGSE") vendors on available and
applicable Malaysia tax incentives for the OGSE sector. In PETRONAS' earlier survey® addressed to OGSE vendors, we have received
enquiries on available tax incentives provided by various government ministries and agencies. Therefore, in collaboration with MITI
and MIDA, PETRONAS has identified the relevant tax incentives for the OGSE sector, including examples of applicable oil and gas work
scopes where relevant.

As an overview, the tax incentives in Malaysia are mainly prescribed in the Income Tax Act (1967) and promotion of investments Act
(1986). The main tax incentives provided are Pioneer Status (“PS") and Investment Tax Allowance (“ITA"). It is available to companies
throughout the OGSE value chain. The tax incentives also cater for various company sizes from “start-ups’/small scale companies to
large companies. We also touch on the tax incentives offered for businesses in the various economic regions in Malaysia.

This guide is not meant to be exhaustive nor guarantee the success rate of obtaining such incentives. Therefore, OGSE vendors are
required to undertake own research, exercise good judgment and make enquiries directly to the relevant ministries and agencies. For
your information, besides tax incentives, Malaysian government and its ministries & agencies also provide various other assistance (e.g.
grants, loans and other programmes) for the benefit of companies operating in Malaysia.

The full document can be downloaded from the following sites:
a) https://www.petronas.com/media/downloads?category=others

b) https://supplier-selfservice.petronas.com.my/irj/portal

As for specific enquires with respect to any tax incentive, kindly refer to the ministry or agency in-charge accordingly. For any general
enquiries, feedback or comments specific to this publication, please write to us at pdtcorporateprojects@petronas.com.

Source: (1) Survey by PETRONAS (2017)


https://www.petronas.com/media/downloads?category=others
https://supplier-selfservice.petronas.com.my/irj/portal/
mailto:pdtcorporateprojects@petronas.com
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Background

Overview of Malaysia tax incentive

In Malaysia, there are ~100 tax incentives Roles by relevant ministries and agencies:

available and most of these tax incentives

are administered by Malaysian Investment

Development Authority (‘MIDA™) or Ministry 550 L X Approverofmcentwes .........................

of Finance ("MoF"). LN A Administers selected

a) These incentives are provided MINISTRY OF FINANCE incentives
oursuant to Malaysia's Income Tax Act gy X V|aMIDAadm|n|sters ............................
(1967) and Promotion of Investments incentives under promotion of
Act ("PIA") (1986). investments Act (1986)

b) 28 tax incentives listed in this guide o BB
are deemed relevant to OGSE sector.

Ministry / agency Roles

f g

A Administers indirect tax (i.e.
import duty)

Key tax incentives in Malaysia are:
a) Pioneer Status / Investment Tax
Allowance!?,

b) ~ Other . Incentives . include .tax 1. ECERDC® A Manage regional economic
deduction (e.g. single deduction, 2. NCIAV development areas, including
double deduction, further deduction, 3. IRDA® vetting through application
which would otherwise be non- 4. RECO(E)O/)A(Q) for tax incehtives in each
deductible under Income Tax Act 5. SEDIA corresponding areas
(1067, tax EXEMPIIONS, EUC.).

C) For activities incentivised under PIA Notes : (1) Rethinking Investment Incentives (2017) (2} Companies granted Pioneer

) . Status or Investment Tax Allowance approval as per Promotion of Investments Act
1986, they are updated perlodlcally (1986) (3) Ministry of International Trade and Industry (4) Royal Malaysian Customs

Department (5) Lembaga Hasil Dalam Negeri / Inland Revenue Board of Malaysia
(6) East Coast Economic Region Development Council (7} North Corridor
Implementation Authority (8) Iskandar Region Development Authority (9) Regional
Corridor Development Authority (Sarawak) (10) Sabah Economic Development
and Investment Authority

under the “promoted list".


https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&cad=rja&uact=8&ved=0ahUKEwiB_9yl3InaAhWJP48KHRfTDP0QFggtMAE&url=https://www.bnm.gov.my/files/publication/qb/2017/Q3/p3_ba1.pdf&usg=AOvVaw2h_ck1Wdo0-XctTARkiC2R

Background

There are 28 tax incentives identified relevant to OGSE sector

Tax incentives are designed to spur
growth and activities in selected
segments, activities or region

Number of relevant tax incentives for OGSE
sector by category

Segment Specific
m Activity Driven
Region Specific

m Others

02

04

Examples of tax incentives available for
each category

E.g. General Investments, High Technology
Companies, Integrated Logistics Services, Selected
Industries, Small Scale Companies, Reinvestment
Allowance (manufacturing only) etc.

Activity Driven

E.g. Angel Investor, Automation, Exports, Principal
Hub, Research & Development, Training, Vendor
Development Program etc.

E.g. ECERW, NCER®@, IMB, SCORE®, SEDIA®, LDA®
etc.

Others
E.g. Import Duty and Stamp Duty exemptions.

Notes : (1) East Coast Economic Region (2) North Corridor Economic
Region (3) Iskandar Malaysia (4) Sarawak Corridor of Renewable Energy
(5) Sabah Economic Development and Investment Authority (6) Less
Developed Areas



Background

Relevant incentives by company sizes

Startups/ Small Scale®? M SW

A General Investment® P P

A Small Scale Companies@4 P P

A Training P P
A Venture Capital P P
A Angel Investor P P
A Region based (ECER, P P
NCER, IM, SCORE, SDC,
Less Developed Areas) etc.
A Import Duty Exemptions P

Definition: MIDA's definition of small scale
companies®@

Notes:

(N

2)
(3)
(4)

M = Manufacturing, S = Services
Source: Small Scale Companies definition by MIDA

Mid-Tier Companies®

A
A
A
A
A
A
A
A
A
A

A

General Investment
Integrated Logistic Services
Selected Industries
Reinvestment Allowance
Automation

Research & Development
Exports

Training

Venture Capital

Region based (ECER, NCER,

IM, SCORE, SDC, Less
Developed Areas) etc.

Import Duty Exemptions

Definition: Mid-tier companies® is as per
MATRADE's definition. Annual revenue of
RM 50 mil - RM 500 mil (manufacturing),

RM 20 mil - RM 500 mil (services)

Source: Mid-Tier Company Development Program by MATRADE

Promoted Activities and Products for Manufacturing Sector

lllustrative

Large Companies

A
A

o Io Do Po Do

o Io Do Io Do

A

General Investment®

High Technology
Companies®

Research & Development
Selected Industries®
Reinvestment Allowance
Automation

Vendor Development
Program (anchor company)

Principal Hub
Exports
Venture Capital
Training

Region based (ECER, NCER,
IM, SCORE, SDC, Less
Developed Areas) etc.

Import Duty Exemptions

o

T TV TV T T©

P

Definition: All other companies that doesn't
fall under start-up, small scale, mid-tier
companies. > RM 500 mil annual revenue
(manufacturing or services)


https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=wU1tnO6iT1BllU5bfWOO4Q--
http://www.matrade.gov.my/en/malaysian-exporters/services-for-exporters/exporters-development/mid-tier-companies-development-programme-mtcdp
http://www.mida.gov.my/home/promoted-activities-and-products-for-manufacturing-sector/posts/

Background

Relevant incentives and relevant government authority or agencies

Q

(g)

22002

General Investments*

High Technology Companies*
Integrated Logistics Services ("ILS")
Selected Industries*

i. Activities & Products under
Promoted List

ii. Ship Building and Repair
Small Scale Companies*

Reinvestment Allowance
(manufacturing only)

Venture Capital

@ Activity driven

a)
b)
c)

Angel Investor
Automation

Exports

i. Increase in exports |
ii. Increase in exports Il

iii. Malaysia International Trading
Company ("MITC")

iv. Promotion for exports
Principal Hub

Research & Development ("R&D")
i. Research Expenditure

ii. In-house R&D

iii. R&D reinvestment (in-house
R&D)

Training
Vendor Development Programme
("VDP") (anchor company)

Govt.
authority /
agencies

MIDA
MIDA
MIDA

MIDA
MIDA

MIDA
LHDN

CRADLE
LHDN

LHDN

LHDN / MATRADE
LHDN / MATRADE

LHDN
MIDA

LHDN
MIDA
MIDA

LHDN / PERKESO

MITI

Page

12
17
20

23

36
37
38

40
41

42
43

Incentive

a) East Coast Economic Region*

b) Northern Corridor Economic
Region*

c) Iskandar Malaysia*

d) Sarawak Corridor of Renewable
Energy*

e) Sabah Development Corridor*

f) Less Developed Areas*

@ Others: Duties
a) Stamp Duty Exemptions
b) Import Duty Exemptions

Notes:

(*) Refer to each section for promoted activities and products list relevant to OGSE

sector

(1) Residence for the purpose of this Guide refers to companies incorporated in

Malaysia

Govt.
authority /
agencies

ECERDC
NCIA

IRDA
RECODA

SEDIA
MIDA

LHDN
RMCD / MIDA

10



a) General Investments (pages 12-16)
Pioneer Status / Investment Tax Allowance

b) High Technology Companies (pages 17-19)
Pioneer Status / Investment Tax Allowance

c) Integrated Logistics Services (pages 20-22)
Pioneer Status / Investment Tax Allowance

d) Selected Industries (pages 23-26)
i. Activities under Promoted List
Pioneer Status / Investment Tax Allowance

ii. Ship Building and Repair
Pioneer Status / Investment Tax Allowance

e) Small Scale Companies (pages 27-30)
Pioneer Status / Investment Tax Allowance

f) Reinvestment Allowance (manufacturing only)
(page 31)
Tax Allowance

g) Venture Capital (page 32)
Tax Exemption / Tax Deduction

1



a) General Investments (Pioneer Status / Investment Tax Allowance)

Eligibility

A resident company® may be eligible for Pioneer
Status ("PS") or Investment Tax Allowance (“ITA") as
follows:

a) Proposed activities / products must be listed in
the General List of Promoted Activities / Products
(Appendix | of PIA 1986) for General Investment
(which is updated from time-to-time).

b) Fulfills level of value-added ("VA") percentage.
c) Fulfills level of manpower skills as measured by

the Managerial, Technical and Supervisory ("MTS")
Index against total workforce.

Incentives

A resident company that participates in a
promoted activity or produces a promoted
product® may be eligible for either PS or an

ITA.

a) Pioneer Status (“"PS”)

A company pays tax on 30% of its
statutory income (5 years partial
exemption).

i. Unabsorbed capital allowance and

unutilised losses during pioneer status
period can be carried forward and
deducted against post pioneer income.

b) Investment Tax Allowance (“ITA”)

Allowance of 60% on qualifying capital
expenditure for 5 years from the first
date incurred.

. Can offset this allowance against 70% of

its statutory income for each year of
assessment.

Unutilised allowance can be carried
forward until fully utilised.

Federal/State
Agencies

MIDA

Expiry

N/A

Notes: (1) A company must be incorporated under the Companies Act, 1965 or Companies Act, 2016, and is resident in Malaysia 2) Selected promoted activities and

products highly related to OGSE sector is listed in the following page. (3) Any approvals and changes to the tax incentives are at the prerogative of the Malaysian

Government authority

Source: MIDA - General Investments Incentives, MIDA Company Definition
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https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=Uq7MLsMrJ.r5yPV9mxlyzQ--
http://www.mida.gov.my/home/methods-of-conducting-business-in-malaysia/posts/

a) General Investments (Pioneer Status / Investment Tax Allowance)

Promoted activities®?

Manufacture of chemicals and
petrochemicals@

Sub-segments:
Chemical derivatives or preparations from

organic or inorganic source & petrochemical
products.

Guide for vendors:
These products are usually procured for
drilling and production activities.

To qualify for this incentive, manufacturing
activities must meet Value Add criteria (i.e. a
process  which involves  transforming
feedstock to chemicals / chemical products
in a plant facility). Hence, merely mixing and
blending of chemicals are unlikely to qualify.
However, exceptions are subject to case-to-
case basis, at the sole discretion of the

relevant government authority.

Potential application to OGSE sector (non-exhaustive)

Chemicals specific for oil and gas industry, e.g.:
Chemical product derived from green/bio technology (e.g. product based on palm oil etc.)
Customised / specialised chemicals

A
A

To o Do

Boiler treatment chemicals (e.g. deposit and scale control, corrosion control, oxygen
scavenger, corrosion inhibitors, descalers etc.)

Cooling water treatment chemicals
microbiocides, dispersant, descalers etc.)

Drilling fluid and workover chemicals (e.g. barites, base oil, weighting material, clays,
deflocculant, viscofier, fluid loss reducer, oxygen and hydrogen sulphide scavengers,
corrosion inhibitors and biocides, loss circulation materials, treatment chemicals) and
stuck pipe chemicals (e.g. drill pipe - freeing agents etc.)

Integrity chemicals (e.g. biocides, corrosion inhibitors, scale inhibitors etc.)

Production & Stimulation chemicals (e.g. corrosion inhibitors, pour point depressant,
asphaltene inhibitors, viscosity reducers, biocides, paraffin control chemicals,
demulsifiers, H2S scavenger, wax dispersant, antifoams, pH maodifiers, sand
agglomeration chemicals, diverter, formation clean-up/conditioner, general well
clean-up chemicals etc.)

Water injection chemicals (e.g. scale and corrosion inhibitors, biocides, oxygen
scavengers, flocculation chemical, defoamer etc.)

(e.g. deposit and corrosion inhibitors,

Dispersant chemicals (e.g. for oil spill response)

Fuel additives (e.g. gasolines and diesel additives, etc.)

Specialised paint (e.g. fire retardant coating, high chemical resistance tank lining,
anticorrosion coating etc.)

Notes: (1) Selected promoted activities and products relevant to OGSE sector as per MIDA's Appendix | (2) Promoted activity no. V (3} Any approvals and changes to the
tax incentives are at the prerogative of the Malaysian Government authority.

Source: MIDA - General Investments Incentives
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https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=Uq7MLsMrJ.r5yPV9mxlyzQ--

a) General Investments (Pioneer Status / Investment Tax Allowance)

Promoted activities®

Manufacture and assembly of machinery
and machinery components@

Sub-segments:
Specialised machinery or equipment for

specific  industry;,  power  generating
machinery or equipment; general industrial
machinery or equipment; modules for
machinery or equipment and industrial parts
or components; metalworking machinery or
equipment & upgrading or reconditioning of
machinery or equipment including heavy
machinery.

Guide for vendors:

These products are usually procured for
project, drilling and production development
activities

The products mentioned here are not
specific for oil and gas industry but are used
widely in oil and gas. Manufacturer of
machinery specific for oil and gas should
apply for incentives under Selected
Industries  (Specialised = Machinery or
Equipment) (page 23)

Potential application to OGSE sector (non-exhaustive)

Power generating machinery or equipment, e.g.:

A
A

Power generator and control system (e.g. gas or diesel internal combustion engine
generator, portable generator)

Alternative power generator (e.g. mini power generator, micro turbine generator, wind
turbine generator, solar power system, thermo-electrical generator ("TEG") etc.)

General industrial machinery or equipment, e.g.:

A
A
A

o o Po Do Do Io Do Do Do

Air blasting and hydroblasting equipment

Automatic welding machines (e.qg. for offshore pipeline welding etc.)

Cathodic protection ("CP") equipment

- Onshore CP equipment (e.g. groundbed anodes, transformer rectifier, test
stations, sacrificial anodes etc.)

- Offshore CP equipment (e.g. sacrificial anodes, CP contact probes etc.)

Cranes (e.g. overhead cranes, gantry cranes, jib cranes, pedestal cranes, portable cranes,

telescopic cranes etc.)

Heating, ventilation and air conditioning ("HVAC")

Instrumentation (e.g. field instrument, flowmeters, custody transfer meter, analytical
instrument etc.)

Laboratory equipment

Marine system & equipment (e.g. vessel tracking and monitoring system etc.)

Rotating equipment

Survival craft/life raft (e.g. single fall, twin fall, free fall etc.)

Valves and actuators (e.g. solenoid operated valve, hydraulic actuated valve,
thermostatic valve, special application valve etc.)

Water treatment equipment for crude oil (e.g. induced/dissolved gas flotation unit
("IGF","DGF"), centrifuge decanter, hydrocyclone)

Notes: (1) Selected promoted activities and products relevant to OGSE sector as per MIDA's Appendix | (2) Promoted Activity No. XIV (3) Any approvals and changes to
the tax incentives are at the prerogative of the Malaysian Government authority.

Source: MIDA - General Investments Incentives
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https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=Uq7MLsMrJ.r5yPV9mxlyzQ--

a) General Investments (Pioneer Status / Investment Tax Allowance)

Promoted activities®

Manufacture and assembly of machinery
and machinery components'? (cont.)

Supporting products or services®

Sub-segments:
Metal castings, metal forging, surface

engineering, machining, jig and fixtures,
moulds,; tools and dies; heat treatment; etc.

Guide for vendors:

These activities may be part and parcel of
manufacturing of equipment for oil and gas
equipment or a supporting activity to oil and
gas equipment manufacturers

Potential application to OGSE sector (non-exhaustive)

Modules for machinery or equipment and industrial parts or components e.g.:
A Modules for the general industrial machine or equipment

Upgrading or reconditioning of machinery or equipment including heavy machinery e.g.:
Broad application (general criteria: clear value adding activities, technology transfer, and
knowledge intensive) e.g. rotating equipment:

- Gas turbine
- Pumps
- Valve
- Compressor
Metal castings, e.g.:
A Manufacturing of centralizer, bow spring/solid moulded centralizer etc.

A Valve body, process instrument equipment body etc.
A Castpiping

Metal forgings, e.g.: Pipe and pipeline fittings and flanges, valve body etc.

Surface engineering, e.g.: Electroplating or electroless plating for valves and process
instrumentation, chemical passivation of stainless steel equipment etc.

Machining, jigs and fixtures, e.g.: Machining & minor fabrication etc. (i.e. machining
workshops)

Moulds, tools and dies, e.g.: Components of equipment (e.g. reverse engineering of pumps
etc.)

Heat treatment, e.g.: Post welding heat treatment (i.e. in-situ for pipes), fittings and flanges
heat treatment etc.

Notes: (1) Selected promoted activities and products relevant to OGSE sector as per MIDA’'s Appendix | (2) Promoted Activity No. XIV (3) Promoted Activity No. XV (4)
Any approvals and changes to the tax incentives are at the prerogative of the Malaysian Government authority.

Source: MIDA - General Investments Incentives



https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=Uq7MLsMrJ.r5yPV9mxlyzQ--

a) General Investments (Pioneer Status / Investment Tax Allowance)

Promoted activities®

Manufacture of electrical and electronic
products and components and parts
thereof and related services®

Potential application to OGSE sector (non-exhaustive)

Optoelectronic equipment, systems devices or components:
A Photonics devices or components
A Optical fibres or optical fibre products

Electrical products e.g.:
A Uninterruptible power supply ("UPS”)
A Inverters or converters

Others e.g.:
Various digital and related equipment, utilised by oil and gas industry for digitalisation (i.e.
advanced display products)

Notes: (1) Selected promoted activities and products relevant to OGSE sector as per MIDA's Appendix | (2) Promoted activity no XVI (3) Any approvals and changes to
the tax incentives are at the prerogative of the Malaysian Government authority.

Source: MIDA - General Investments Incentives
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https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=Uq7MLsMrJ.r5yPV9mxlyzQ--

b) High Technology Companies (Pioneer Status / Investment Tax

Allowance)

Eligibility

A resident company® may be eligible for Pioneer
Status ("PS") or Investment Tax Allowance (ITA") as
follows:

a)

Proposed activity / product must be listed in the
Promoted Activities / Products (Appendix Il of PIA
1986) for High Technology Companies (list
updated from time-to-time)

Local R&D expenditure to gross sales should be
at least 1% on an annual basis. However
companies are allowed a period of 3 years from
the date of operation / commencement of
business to comply with this requirement.

The percentage of science and technical staff
having degrees or diplomas with a minimum 5
years experience in related fields should be at
least 15% of total workforce.

At least achieve 40% value added in its activity or
product.

Incentives

A resident company that participates in a
promoted activity or produces a promoted
product® may be eligible for either PS or an

ITA.

a) Pioneer Status (“"PS”)

ii. Unabsorbed

100% exemption of its statutory income
for 5 years.

capital allowance and
unutilised losses during pioneer status
period can be carried forward and
deducted against post pioneer income.

b) Investment Tax Allowance (“ITA")

Allowance of 60% on qualifying capital
expenditure for 5 years from the first
date incurred.

i. Can offset this allowance against 100%

of its statutory income for each year of
assessment.

Unutilised allowance can be carried
forward until fully utilised.

Federal/State
Agencies

MIDA

Expiry

N/A

Notes: (1) A company must be incorporated under the Companies Act, 1965 or Companies Act, 2016, and is resident in Malaysia (2) Selected promoted activities and

products highly related to OGSE sector is listed in the following page (3} Any approvals and changes to the tax incentives are at the prerogative of the Malaysian

Government authority.
Source: MIDA - High Tech Companies Incentive
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https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=u9qneX3XBWAorGk97OcVVA--

b) High Technology Companies (Pioneer Status / Investment Tax

Allowance)

Promoted activities®

Design, development and manufacture of
professional, medical, scientific and
measuring devices or parts@

Sub-segment:
Testing, measuring or laboratory equipment

or apparatus

Potential application to OGSE sector (non-exhaustive)

High tech instrumentatione.g.:
Custody metering (e.g. gas metering, liquid metering, weighing system etc.)

Field instruments (e.g. flame scanners, fire and gas detectors, flow instruments, pressure
instruments, temperature instruments, sand probes etc.)

Quality measuring instruments (e.g. gas analyser, liquid analyser, sampling systems etc.)
Quality assurance equipment e.qg.:

A

A
A
A

Acoustic based inspection equipment
Alternating current field measurement equipment
Hydrogen attenuation equipment

Non destructive testing ("NDT") equipment (ultrasonic test ("UT") equipment, long
range UT ("LRUT") equipment, phased array UT ("PAUT"), time of flight diffraction UT
("TOFD")

Pulse eddy current equipment

Radioactive testing equipment (computerised radiography)
Radio tracer equipment

Thermography equipment etc.

Systems e.g.:

Electronic digital transmitters

Safeguarding systems

Turbomachineries instrument

Safety instrumented system ("SIS”")

Supervisory control and data acquisition ("SCADA”")
Emergency shutdown ("ESD") system

Fire protection system ("FPS”) etc.

Notes: (1) Selected promoted activities and products highly related to OGSE sector as per MIDA's Appendix Il {(2) Promoted Activity No. Il (3) Any approvals and
changes to the tax incentives are at the prerogative of the Malaysian Government authority.

Source: MIDA - High Tech Companies Incentive

18


https://incentives.mida.gov.my/Incentives/Modules/Public/IncentiveDetail.aspx?ACTION=yYzTQklUkd6XiejoM8Uhuw--&ID=u9qneX3XBWAorGk97OcVVA--

b) High Technology Companies (Pioneer Status / Investment Tax

Allowance)

Promoted activities®

Design, development and manufacture of
professional, medical, scientific and
measuring devices or parts? (cont.)

Development and manufacture of

. (3)
advanced materials

Sub-segments:
Development and manufacture of polymers

or biopolymers, fine ceramics or advanced
ceramics & high strength composites as well
as nano particles and their formulations.

Potential application to OGSE sector (non-exhaustive)

Laboratory equipment, e.g.:

A

A
A

Chromatography, spectroscopy, thermal analysis, physical testing equipment and titrator
etc.
Core analysis equipment

Field emission scanning electron microscopy
microscopy ("TEM") etc.

("FESEM"), transmission electron

Advanced materials, e.g.

A
A

Polymers (finished products that involve polymerisation & chemical reaction in the
production process)

Fine ceramics or advanced ceramics (e.g. ceramic coating for wear resistant equipment
and components etc.)

High strength composites (e.g. composite cable, composite coil tubing, composite piping
system (e.g. GRP, FRP, GRE), composite pipe repair system etc.)

Notes: (1) Selected promoted activities and products highly related to OGSE sector as per MIDA’s Appendix Il (2) Promoted Activity No. Il (3} Promoted Activity No. IV
(4) Any approvals and changes to the tax incentives are at the prerogative of the Malaysian Government authority.

Source: MIDA - High Tech Companies Incentive
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c) Integrated Logistics Services (“ILS") (Pioneer Status / Investment

Tax Allowance)
Eligibility

A resident company® may be eligible for Pioneer Status ("PS")
or Investment Tax Allowance (ITA") for new entrants or
existing logistics  services providers intending to
expand/diversify into integrated operations.

For 1st round of ILS incentive eligibility criteria@:
a) At least 60% equity of the company®? must be held by
Malaysian (not applicable for public listed companies)
b) An integrated logistics services provider who undertakes the
following three (3) principal activities:
A Freight forwarding
A Warehousing
A Transportation
AND at least one of the following activities:
A Distribution
A Other related and value-added services/activities (e.g.
palletizing, product assembly/installation, breaking bulk,
consolidation, packaging/re-packaging, procurement,
quality control, labelling/re-labelling, testing, etc.)
A Supply chain management
c) Minimum infrastructure to be owned by applicant company
A Commercial Vehicles - 20 units (including hire-
purchased)
A Warehousing facilities — 5,000 sq. metres (including
leasehold with at least 10 years contract)
d) Obtained related operating licences for
warehouse and transportation.

distribution,

Notes: (1) A company must be incorporated under the Companies Act, 1965 or Companies Act, 2016, and is resident in Malaysia. (2) For an existing company, ITA

Incentives

A resident company may be eligible
for either PS or an ITA:

a) Pioneer Status (“PS")

A company pays tax on 30% of
its statutory income (5 years
partial exemption).

. Unabsorbed capital allowance

and unutilised losses during
pioneer status period can be
carried forward and deducted
against post pioneer income.

b) Investment Tax Allowance (“ITA")

ii. Can offset this

Allowance of 60% on qualifying
capital expenditure for 5 years
from the first date incurred.

allowance
against 70% of its statutory
income for each year of

assessment.

Unutilised allowance can be
carried forward until fully
utilised.

Federal/State
Agencies

MIDA

Expiry

N/A

approval can be backdated to 3 years from the date of receipt of application (3) Any approvals and changes to the tax incentives are at the prerogative of the Malaysian

Government authority.
Source: MIDA - Integrated Logistics Services Incentive
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c) Integrated Logistics Services (“ILS") (Pioneer Status / Investment

Tax Allowance)

Eligibility

For 2nd round of ILS incentive eligibility criteria:

Expansion@

a)

At least 60% equity of the company® must be held by
Malaysian (not applicable for public listed companies)
Increased investments of 50% on existing logistic related fixed
asset

Maintain minimum commitments on asset investments and
activities as proposed in the 15t round of tax incentive

Maintain separate accounts for the new activities and only the
new activities are eligible for income tax exemption (Pioneer
Status)

If the ILS expansion activity only involves having additional
assets, company is eligible to claim for ITA only

Diversification@

a)

At least 60% equity of the company® must be held by
Malaysian (not applicable for public listed companies)
Increased fixed assets investments of 30% on existing assets
or the amount for investment commitment are set as
proposed by company

Maintain minimum commitments on asset investments and
activities as proposed in the 15t round of tax incentive
Increased local skilled workers by at least 5 persons (with
monthly minimum wage of RM4,000) before the expiry of the
ILS 2" round tax incentive

Maintain separate accounts for the new activities and only the
new activities are eligible for income tax exemption (Pioneer
Status)

For company that is unable to maintain separate accounts,
company is only eligible to claim for ITA.

The diversification activities implemented must
logistics related services

be for

Incentives

A resident company may be eligible for
either PS or an ITA:

a) Pioneer Status (“PS")

. Unabsorbed capital

A company pays tax on 30% of
its statutory income (5 vyears
partial exemption).

allowance
and unutilised losses during
pioneer status period can be
carried forward and deducted
against post pioneer income.

b) Investment Tax Allowance (“ITA")

Allowance of 60% on qualifying
capital expenditure for 5 years
from the first date incurred.

. Can offset this allowance against

70% of its statutory income for
each year of assessment.
Unutilised allowance can be
carried forward until fully
utilised.

Federal/State
Agencies
MIDA

Expiry

Expansion:
31 December
2020

Diversifica-
tion: 31
December
2020

Notes: (1) A company must be incorporated under the Companies Act, 1965 or
Companies Act, 2016, and is resident in Malaysia (2) P.U.(A) 112/2006, P.U.(A) 113/2006
(3) Any approvals and changes to the tax incentives are at the prerogative of the
Malaysian Government authority.
Source: MIDA - Integrated Logistics Services Incentive
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c) Integrated Logistics Services (“ILS") (Pioneer Status / Investment

Tax Allowance)

Eligibility

For 2" round of ILS incentive eligibility criteria (cont.):

Expansion & Diversification?

a)

9)

At least 60% equity of the company® must be held by
Malaysian (not applicable for public listed companies)
Increased investments of 30% on existing logistics related
fixed asset

Maintain minimum commitments on asset investments and
activities as proposed in the 15t round of tax incentive
Increased the number of local skilled workers by at least 5
persons (with monthly minimum wage of RM4,000) before
the expiry of the ILS 2" round tax incentive

Maintain separate accounts for the new activities and only the
new activities are eligible for income tax exemption (Pioneer
Status)

For company that is unable to maintain separate accounts,
company is only eligible to claim for ITA.

The diversification activities implemented must
logistics related services

be for

Pre-package®

a)
b)

No condition for company® equity to be held by Malaysian
Condition on asset investment related to logistic activities is
as proposed by company. This includes warehouse
equipment, ICT and other conditions that are in line with the
proposed projects

Increased the number of local skilled workers by at least 10
persons (with monthly minimum wage of RM3,000) before
the expiry of the ILS 2" round tax incentive

Similar conditions with minimum criteria is imposed for the
company's expansion and diversification projects

Incentives

A resident company may be eligible for
either PS or an ITA:

a) Pioneer Status (“PS")

A company pays tax on 30%“ of
its statutory income (5 years®
partial exemption).

Unabsorbed capital allowance
and unutilised losses during
pioneer status period can be
carried forward and deducted
against post pioneer income.

b) Investment Tax Allowance (“ITA")

Allowance  of  60%“  on
qualifying capital expenditure for
5 years® from the first date
incurred.

. Can offset this allowance against

70% of its statutory income for
each year of assessment.
Unutilised allowance can be
carried forward until fully
utilised.

Federal/State
Agencies

MIDA

Expiry

Expansion &
Diversification: 31
December 2020

Pre-package: 31
December 2020

Notes: (1) A company must be incorporated under the Companies Act, 1965 or Companies Act, 2016,
and is resident in Malaysia (2) P.U.(A) 112/2006, P.U.(A) 113/2006 (3) Sec. 127 (3A) of Income Tax Act
1967 (4) For pre-package, a company may be eligible for higher tax incentives e.g. pays tax of 0%-30%
of its statutory income (5-10 years partial exemption) and for ITA allowance of 60% - 100% on qualifying
capital expenditure for 5 to 10 years, and can offset the allowance against 70% -100% of statutory
income of each YA), subject to individual approvals (5) Any approvals and changes to the tax incentives
are at the prerogative of the Malaysian Government authority.

Source: MIDA - Integrated Logistics Services Incentive
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Federal/State

Eligibility Incentives Agencies Expiry

A resident company® be for Pioneer A resident in N/A
Status ("PS") or Investment Tax Allowance promoted or a
follows 0) be or an
a)
b) / product be in a) Pioneer

Promoted i. 100% of its

) for for .
from - - Unabsorbed allowance
of -added ("VA") percentage unutilised pioneer

d) of as the period can be

b) Investment Tax

i, of % on
for  years the
i. Can against 100
of its for year of
assessment.

be carried

Notes: (1) A company must be incorporated under the Companies Act, 1965 or Companies Act, 2016, and is resident in Malaysia (2) Selected promoted activities and
products highly [ NGG_—_ (3) Any approvals and changes to the tax incentives Malaysian




