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New Malaysia Digital Tax Incentive for
Technology Investments in Malaysia

Introduction

On 31 May 2024, the Malaysia Digital Economy Corporation ("MDEC"), with the support of the Ministry
of Digital and the Ministry of Finance, has introduced a new outcome-based tax incentive scheme ("MD
Tax Incentive") for eligible Malaysia Digital Status ("MD Status™) (formerly known as Multimedia Super
Corridor Status ("MSC Status™)) companies.

It is anticipated that the MD Tax Incentive will create a more conducive environment for foreign
investments in the digital economy and ecosystem in Malaysia.

This Update aims to provide a quick overview and guidance in navigating the qualifying criteria and
understanding the benefits offered under the newly introduced MD Tax Incentive.

Malaysia Digital Status

The Malaysian government, through MDEC, awards MD Status to eligible companies that participate in
and undertake certain qualifying activities in Malaysia.

(1) Eligibility Criteria

Applying for and being granted an MD Status is a pre-requisite for the new MD Tax Incentive. In order
to apply for the award of MD Status, the following criteria must be met:

(a) the company must be incorporated under the Companies Act 2016;
(b) the company must be a resident in Malaysia; and
(c) the company is proposing to carry out or is currently carrying out one or more of the following
qualifying activities.
(2) Qualifying Activities

A qualifying activity refers one or more of the following activities:

o artificial intelligence (Al) and/or big data analytics (BDA);
¢ internet of things (I0T);
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e cybersecurity;

e cloud;

e Dblockchain;

e drone technology;

e creative media technology including extended reality (XR) and/or mixed reality (MR);
¢ integrated circuit (IC) design with embedded software;

e robotics and/or automation; and/or

e advanced network connectivity and/or telecommunication technology.

(3) Post Award Conditions

Within 12 months from date of award of MD Status, the MD Status company must have complied with
the following conditions:

(a) commenced the operation of and carrying out the qualifying activity in Malaysia;

(b) a minimum of two full time employees (including knowledge workers) that are employed for the
qualifying activity with a minimum average monthly base salary of MYR5,000 (where USD1 =
MYRA4.7, approximately);

(c) incurred a minimum of MYR50,000 for annual operating expenditure; and

(d) a minimum paid-up capital of MYRZ1,000.

MD Tax Incentive

The overall structure of the new MD Tax Incentive is as illustrated below.

New Investment Incentive Expansion Incentive
Reduced Tax Rate Investment Reduced Tax Rate Investment Tax
Tax Allowance Allowance
0% on qualifying 15% on qualifying
intellectual property 60% OR 100% IP and non-IP 30% OR 60% of
("IP") income of qualifying incomes for up to qualifying capital
Rate capital five years expenditure
AND OR | expenditure OR against up to
against up to 100% statutory
5% OR 10% on 100% statutory income for up to
qualifying non-IP income for up five years
income for up to to five years
ten years
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There are two categories under the new MD Tax Incentive, namely: (1) New Investment Incentive and
(2) Expansion Incentive, and under each category of incentive, a company may only apply for either a
Reduced Tax Rate (“RTR”) or Investment Tax Allowance (“ITA”), but not both.

(1) New Investment Incentive

The New Investment Incentive aims to promote new investment activities in Malaysia and is granted
to a company that fulfils the following requirements:

(a) is incorporated or registered under the Companies Act 2016 and resident in Malaysia;

(b) has a minimum paid up capital of MYR50,000;

(c) has made an application for and been awarded with MD Status;

(d) is proposing to undertake a qualifying activity in Malaysia;

(e) has not issued any sales invoice for the qualifying activity in Malaysia prior to the date the tax
incentive application is received, or has 60% direct or indirect Malaysian equity ownership and
has not issued any sales invoice for the qualifying activity in Malaysia more than 12 months
prior to the date the tax incentive application is received; and

(f) is not granted any tax incentive by the Malaysian Government in relation to the qualifying
activity.

(2) Expansion Incentive
The Expansion Incentive is largely targeted towards MD or MSC Status companies:

(i) that have completed an initial incentive and propose to undertake a new activity; or
(i) that have not been granted any incentive on the existing activity and propose to undertake
new activity.

The MD or MSC Status companies must also fulfil the following requirements:

(a) is incorporated or registered under the Companies Act 2016 and resident in Malaysia;

(b) has a minimum paid up capital of MYR250,000;

(c) has been in operation for at least 36 months;

(d) where the company has been granted a tax incentive for existing activity under the MD or MSC
Status financial incentive schemes, the company has met all conditions under the tax incentive
or has surrendered the tax incentive;

(e) is proposing to undertake the qualifying activity in Malaysia;

(f) has not issued any sales invoice for the qualifying activity in Malaysia prior to the date the tax
incentive application is received; and

(g) is not granted any tax incentive by the Malaysian Government in relation to the qualifying
activity.
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Under the MD Tax Incentive, depending on whether a company applies for a RTR or ITA, as well as the
tax rate that the company wishes to qualify for, there may be additional conditions to be complied with.
Examples of these additional conditions include, to incur an adequate amount of qualifying capital
expenditure, to employ an adequate number of full-time employees in Malaysia to carry out the qualifying
activity, to provide sponsorship for activities relating to sustainable economic development, etc.

The application for MD Tax Incentive is open until 31 December 2027.
Conclusion

The new MD Tax Incentive represents a significant step towards solidifying Malaysia’s position as the
digital hub of ASEAN by providing a more investment-friendly environment in targeted digital sectors
and is expected to spur the growth of digital economy in Malaysia.

Foreign businesses that are seeking to invest in and carry out one or more of the qualifying activities in
Malaysia are therefore encouraged to consider applying for MD Status and qualifying for the MD Tax
Incentive.

We trust the above provides a quick update on the new MD Tax Incentive, as well as the latest
developments pertaining to the Malaysian technology and digital sector investment landscape. Should
you require any assistance or clarification in relation to the above, please feel free to contact our team
members below at your convenience.
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Deepak Pillai

Head

Technology, Media &
Telecommunications; Data Protection

T +603 2267 2675
M +601 2213 4674
deepak.pillai@christopherleeong.com

Kuok Yew Chen

Partner

Technology, Media &
Telecommunications; Corporate &
Commercial

T +603 2267 2699
M +601 7211 1320
yew.chen.kuok@christopherleeong.com

Tracy Wong

Partner

Technology, Media &
Telecommunications; Corporate &
Commercial; FinTech

T +603 2267 2653
M  +601 1121 20362
tracy.wong@christopherleeong.com

Intan Haryati Binti Mohd Zulkifli
Partner

Technology, Media &
Telecommunications

T +603 22731919
D +603 2267 2674
intan.haryati@christopherleeong.com

Anissa Maria Anis

Partner

Technology, Media &
Telecommunications; Media &
Entertainment

T +603 2267 2750
M  +601 2371 9129
anissa.anis@christopherleeong.com

Yong Shih Han

Partner

Technology, Media &
Telecommunications; Data
Protection

T +603 2267 2715
M +601 2480 8863
shih.han.yong@christopherleeong.com

Celia Cheah

Partner

Technology, Media &
Telecommunications; IP & Intangible
Assets

T +603 22731919
M  +6010 402 2693
celia.cheah@christopherleeong.com

Sri Richgopinath
Partner

Technology, Media &
Telecommunications; IP &
Intangible Assets

T +603 22731919
M  +6012 282 7179
sri.richgopinath@christopherleeong.com
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Contribution Note

This Client Update is contributed by the contact Partners listed above, with the assistance of Lee Suke
Mune (Senior Associate, Christopher & Lee Ong) and Joy Lee (Pupil, Christopher & Lee Ong).
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Regional Contacts

RAJAH & TANN SOK&HENG | Cambodia
Rajah & Tann Sok & Heng Law Office

T +85523963 112/ 113

F +85523963 116

kh.rajahtannasia.com

RAJAH & TANN 378 EiE

SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 21 6120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | Indonesia
Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 31 5116 4550
F +62 31 5116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR
Rajah & Tann (Laos) Co., Ltd.

T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER &LEE ONG | Malaysia
Christopher & Lee Ong

T +60 3 2273 1919

F +60 32273 8310

www.christopherleeong.com

Rajah & Tann Asia is a network of legal practices based in Asia.
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RAJAH & TANN | Mvyanmar

Rajah & Tann Myanmar Company Limited
T +951 9345 343/ +95 1 9345 346

F +951 9345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79/ +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Singapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

RAJAH & TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | VViernam
Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382 / +84 28 3821 2673
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
www.rajahtannict.com

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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Our Regional Presence
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Rajah & Tann Singapore LLP
Singapore

Christopher & Lee Ong is a full service Malaysian law firm with offices in Kuala Lumpur. It is strategically positioned to service clients in a range of
contentious and non-contentious practice areas. The partners of Christopher & Lee Ong, who are Malaysian-qualified, have accumulated
considerable experience over the years in the Malaysian market. They have a profound understanding of the local business culture and the legal
system and are able to provide clients with an insightful and dynamic brand of legal advice.

Christopher & Lee Ong is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar, the
Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.

The contents of this Update are owned by Christopher & Lee Ong and subject to copyright protection under the laws of Malaysia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Christopher & Lee Ong.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business or operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Christopher & Lee Ong.
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