
Recently, our Prime Minister, Datuk Seri Anwar Ibrahim has considered the country’s competitiveness 
and the speed of business approvals to cater for the current economic challenges. The Federation of 
Malaysian Manufacturers (FMM) president, Tan Sri Soh Thian Lai, has also called upon the Government 
to provide a greater allocation of financial assistance, incentives, and initiatives in the upcoming Budget 
2023 for the R&D and innovation initiatives. 

These supports include liberalisation of the double deduction tax incentive for the R&D expenses by 
allowing an automatic deduction with no threshold and time bar, extended to all companies. 

The above initiative is also in line with our Prime Minister’s pledge to improve the Government’s service 
delivery, In this line, we expect relevant authorities to grant faster approvals to applicants to qualify R&D 
incentives. 
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The following table summarises the types of R&D incentives (applicable as of the date of publication of 
this eNewsletter): - 

* Effective from 1 January 2022, a R&D company must be approved by the Ministry of International 
Trade and Industry (MITI) as a R&D status company.

 Approved R&D* Contract R&D 
company* R&D company* In-house R&D 

Legislation Income Tax Act, 
1967 Promotion of Investments Act, 1986 

Definition 
or eligibility 
criteria 

R&D project with 
prior approval from 
Minister of Finance 
(MoF) under section 
34A ITA [s34A] 

A company which 
provides R&D 
services in Malaysia 
only to non-related 
companies 

A company which 
provides R&D 
services to related 
companies or any 
other company 

R&D carried out 
within a 
company for the 
purposes of its 
own business 

Incentive 
Double deduction of 
non-capital R&D 
expenditure 

Pioneer status (PS); 
or 
Investment tax 
allowance (ITA) 

ITA only ITA only 

Tax relief 
period 
(TRP) 

Determined in 
approval letter 

PS – 5 years 
ITA – 10 years ITA – 10 years ITA – 10 years 

Exemption 
rate Not applicable 

PS – 100% of 
statutory income 
(SI) 
ITA – 100% of 
qualifying capital 
expenditure (QCE), 
but restricted to 
70% of SI 

ITA – 100% of 
QCE, but 
restricted to 70% 
of SI 

ITA – 50% of 
QCE, but 
restricted to 
70% of SI 

Availability 
of double 
deduction 
on R&D 
expenditure 

A pioneer company 
can elect for R&D 
expenditure 
incurred during TRP 
to be given single 
deduction post-
TRP. 
 
With such election, 
R&D expenditure 
charged to the 
income statement 
should be added 
back during TRP 
and to be carried 
forward to be 
deducted in the first 
basis period of post-
TRP. 

Only to a Contract 
R&D company 
providing all non-
related R&D 
services  

Only to a R&D 
company 
providing non-
related R&D 
services 
 
 

Only if the 
company 
applies for 
approved R&D 
from MoF and 
double 
deduction is 
granted under 
s34A 
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In this generation where digitalisation is the key driver for efficiency and maximising output, easing 
conditions and speedier approval for R&D tax incentives would be beneficial especially to businesses 
which strive for immediate expansion and growth. In this spirit, we are excited to look out for tax 
incentive updates during the Budget 2023 speech which is scheduled to be held on 24th February 
2023. 

Meanwhile, taxpayers should contact your tax representative for earlier identification on the possible 
entitlement to the said R&D tax incentives. 

RSM COMMENT
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Indirect Tax
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RSM Tax Consultants (Malaysia) Sdn Bhd is a member of the RSM network and trades as RSM. RSM 
is the trading name used by the members of the RSM network.

Each member of the RSM network is an independent accounting and advisory firm each of which 
practices in its own right. The RSM network is not itself a separate legal entity of any description in any 
jurisdiction. The RSM network is administered by RSM International Limited, a company registered in 
England and Wales (company number 4040598) whose registered office is at 50 Cannon Street, London, 
EC4N 6JJ.

The brand and trademark RSM and other intellectual property rights used by members of the network 
are owned by RSM International Association, an association governed by article 60 et seq of the Civil 
Code of Switzerland whose seat is in Zug. 

This article is not intended to provide specific business or investment advice. No responsibility for any 
errors or omissions nor loss occasioned to any person or organisation acting or refraining from acting as 
a result of any material in this website can, however, be accepted by the author(s) or RSM International. 
You should take specific independent advice before making any business or investment decision.

© RSM International Association, 2023

askus@rsmmalaysia.my
www.rsmmalaysia.my

RSM Tax Consultants (Malaysia) Sdn Bhd  
5th Floor, Penthouse, Wisma RKT, 
Block A, No.2 Jalan Raja Abdullah Off Jalan Sultan Ismail, 
50300 Kuala Lumpur, 
Malaysia

Johor Bahru Office
Suite 16-02, Level 16, Menara Landmark,
No. 12, Jalan Ngee Heng, 
80000 Johor Bahru, 
Malaysia

General Email
Website


