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We always discuss about

which expenses are
disallowed for tax deduction.
Today we will talk about the
expense which is tax

deductible: Research and

Development expenses
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Want to know what we will be
discussing in Part |I? Please
pay attention to our page! It
will  be announced next
month

Tax Treatment Of Research And
Development Expenditure

Part | — Qualifying Research And
Development Activity
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What is Qualifying

R&D Activities ?
2 eI R S5 RiEsh?
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3 Qualify Criteria 3™&#& bR

(a) Objective HHY:
— To acquire new knowledge 3k75:3#7 11K
— Create new products or processes 1) @ #7= i/ i F2
— Improvement of existing products or processes {35 I
A7 e

(b) Involved in something new (novelty) or technical

risk; and ¥ R BT A CHT AT BRECAR XS Al

(c) Is a systematic, investigative and experimental (SIE)
study in a field of science or technology
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MALAYSIA for double deduction
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Tax Incentives For
R&D Activities

We heard that the Government
Is actively promoting and
encouraging R&D activities?

W 5 B B I BE R i 302

W R TE SRS

« Section 34(7) Single deduction for R&D expenditure,
non-capital in nature

« Section 34A Double deduction for in-house R&D
expenditure, non-capital in nature

« Section 34B of the ITA Double deduction for contribution
in cash to an approved research institute or payment for
services by ‘Contract R&D companies’ and ‘ R&D
companies’
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Who is eligible?
WA A IREB UL 2

a) Residents in Malaysia & 78 WV £ 55 & F

b) Carry on a business in Malaysia 7£ & 3k P4 7T @ 5%
c) Engaged in business-related R&D activities:

MEE 5 P55 A5 S< BBt T 3

- in-house R&D W #BHT K&

- outsourcing it to approved research institute / R & D company
/ Contract R & D company in Malaysia #M45 4 ML IAIE ]
W 2 7

d) Undertake an qualified R&D activity H{T& & A EDH
e) Obtain an approval for the R&D activity from the Director

General of Inland Revenue of Malaysia (DGIR)

SRS L R0 WV A Bl AL J K ATt

f) Engage the services of an institute or company that is
approved by the relevant Minister M3 B8 X K #EARRS
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Criteria to Qualify as

Qualifying R&D activities
T T BRI T B0 (1) B AR A

Criteria 1 #N1
(a) Objective of R&D activity B R i&EsIH B 5

= To acquire new knowledge XS #rE0IR :
Seeking new additional knowledge and devising new
applications of available knowledge

= Create new products or processes BIEFH = RETFE
Incorporation/Representation of overall knowledge and
capability through new product/process

= |Improvement of existing products or processes tXZEIH
M En AR
Substantial improvement through scientific/technological
changes to the existing product or process.
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Criteria 2 #EM|2
(b) Novelty or technical risk #7&ii e AR K

= Novelty FrHitk
Something new and original exist in the newly
acquired knowledge, or new and improved existing
products and processes

= Technical risks iR XK :
In the process of achieving the desired outcome,
technical risks caused by scientific or technological
uncertainties that cannot be resolved by
professionals in relevant fields.
EFITMEAERMNTIE, ERXIEMTWAGHT
EFRR IR Z BT E £ A E 14 & BRI HBOR
MBS

WWW.Eecovis.com.my . .



Fa
Y ECOVIS

MALAYSIA

Criteria 3 #:M 3
(c) SIE study in the field of science or technology

= Systematic R4 :
steps or activities to be undertaken in the study are
methodical (Planned and structured activities,
documentation of R&D, documentary evidence to
determine a qualifying R&D activity)
B9 P R B 2 SR EGE B A R

* Investigative :
an original and planned investigation into new scientific
or technical knowledge and understanding
XF 3B BB 5 B AR R0 R AN B AR AT I

= Experimental :
the outcome of the experiment cannot be known or
determined in advance on the basis of current
knowledge, information or experience
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Is the R&D activity undertaken by
tax resident in Malaysia, whether
in-house within his business or
outsourced to an approved
research institute or company, or an
R & D company or a contract R&D
company related to the person’s
business?

W R 15 Bl 2 B SR PE A4S R R A
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Is the R&D activity an excluded

activity listed in the definition of

R&D?
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Does the R&D activity jointly fulfil
all three qualifying criteria in the
definition of R&D?

WG B2 15 58 A5 3BT A% 2

(i) Objective A H K

(i) Novelty & Technical Risk #7#iti:
AL ARG

(i) SIE KRG, AP PE

The R&D activity has fulfilled the
WWW.ecovis.com.my S O KA

R&D Activity

Person does not fulfill the
eligibility criteria to claim an
incentive for an R&D activity.
AFF & DI RE AR HE

No need to proceed to
examine whether the
definition of R&D is fulfilled.
TG TR Gk S B RIS B R AT
HE X

The definition of R&D is not
fulfilled.
W R IESIA R &0 R € X

No incentive can be claimed.

ANTF A BLCILEE 1 B A%

The definition of R&D is not
fulfilled.
R IE AT &R E X

No incentive can be claimed.
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Double Deduction Special Deduction
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For more clarification, please contact us!

TR 2R, PR SIRATE R NIE!

B Kuala Lumpur (HQ) FfE3 B Johor Office Ff%
Tel :03-79811799 Tel :07-5629000
Fax :03-79804796 Fax :07-562 9090
Email : kuala-lumpur@ecovis.com.my Email : [ohor@ecovis.com.my
B Penang Office 11 B Sabah Office Y2
Tel :04-226 7210 Tel :088-231790
Fax :04-226 2212 Fax :088 - 266 842
Email : penang@ecovis.com.my Email : sabah@ecovis.com.my
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