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How to make Tax effective rate in Malaysia LOWER than 17%
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Attention Manufacturers !
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Topics that most concerned by business owners.
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‘Any tax saving strategies to minimize
tax liability ?’°
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The Government has granted a
special tax incentive — Reinvestment
allowance (RA) in order to encourage
companies to do reinvestment.
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According to Schedule 7A of the Income Tax Act 1967 , a manufacturing or an

approved agriculture company that undertaking qualifying project is being granted RA.

The incentive is computed based on 60% of Qualifying Capital Expenditure (QCE)
Incurred, and can be utilized against 70% of statutory income. Any unabsorbed RA in a

year of assessment can be carried forwards until fully used up.
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* Incorporated and tax resident company in Malaysia
W 25U A By 2R 8 V3 ik B S L FRA MAT SR B 2 5
- Mutually exclusive from any tax incentives
ANEFEI=H HALR S0 E (i.e. Pioneer Status, Investment tax allowance, etc);

- At least 36 months operation in manufacturing activities which specialize for Automation (&
NCIE 1A =25 M B0 F2), Expansion (37 723 7= 5g), Diversification (2 oA 7= ) or
Modernization(FL AT A 1A = 48 M BT AE);

« Claw back if dispose within 5 years from acquisition
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Benefit of Reinvestment allowance
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 To reduce the actual investment cost
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* Consecutively 15 years enjoy the allowance

EEESISFERE

« Tax exemption of up to 70% to 100% of statutory income
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Let's say:-

Company ABC Sdn Bhd, a manufacturer of disposable rubber gloves is
fulfilled all the requisition to enjoy reinvestment allowance. In year 2020,
the company has invested RM 2mil of machines to expand 5 new
production line In the factory, and increase the monthly production output
from 20,000 pcs to 100,000 pcs. That RM 2mil is entitled to enjoy both

60% of reinvestment allowance (RA) and 100% of capital allowance (CA) .
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YA 2020 RM
Tax saving Net profit before taxation (assumed) b 2,900,000
= 0 0 o)
RM2,000,000 x (100% (CA) + 60% (RA) x 17% Statutory income (assumed) 1,500,000
= RM 544,000
Less:

RA (EM2mil x 60% = EM1.2mil)

Hence, the actual investment cost is RA restricted to (70% x RM1.8mil = RM1.26mil)  (1,200,000)

= RM 2mil — RM 544,000

—RM 1.456.000. Chargeable income 600,000
Tax payable for the year (17%) a 102,000
Tax effective rate a/b 4%

In this case, we can clearly see that the company actual investment cost is RM1,456,000
which tax saving RM 544,000. Besides that, the company only paid an average rate of 4%

In taxes on income, which 13% lower than normal tax rate of 17%. Y
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Wonder if you can enjoy this tax incentive?

Visit us for more details!

ECOVIS does not only have professional services
We also real-life experience !

Don't miss this opportunity !

Please do not hesitate to contact for further information!
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For more information, please visit:
A hitps:/Mww.ecovis.com/my/ n
&
Follow and Like us on our Facebook Page for more updates!
a) »
Contact us BRREA]

B Kuala Lumpur (HQ) 8 1 B Jochor Office 1% B Penang Office =il W Sabah Office 7E
Tel -03-79811799 Tel :07-562 9000 Tel -04-226 7210 Te - 088 - 231 790
Fax 03 - 7980 4795 Fax :07-562 9090 Fax - 04-226 2212 Fax - 0B8 - 266 842
Email : kvala-lumpur@ecovis.com.my Email : [chor@ecovis.com.my  Email : penang@ecovis.com.my  Email : sabah@ecovis.com.my

WWW.ecovis.com.my ‘ .



