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Guideline on applica’[ion for The revision of green technology tax incentives introduces a tiering approach, with the salient points of the
. . Guidelines as follows:
green technology tax incentives et v

GITA Project (Business Purposes) Incentive
Malaysian Investment Development Authority

(MIDA) has issued the Guideline on Application Tier 1 Tier 2 Tier 3
for Green Technology Incentive covering Green Qualifying

! Green Hydrogen i. Integrated Waste Generation of energy
Investment Tax Allowance (GITA) Project for

g ; - activities Management (IWM) from renewable sources:
Business Purposes (“GITA Project (Business

” . ii. Electric Vehicle (EV) i. Biomass
Purposes)”) and Green Income Tax Exemption Charaing Station i Bioaas
(GITE) Solar Leasing (“GITE Solar Leasing”) ging - B10g

following the revision of the green technology tax - Mini Hydro
. : : iv. Geothermal
incentives announced in Budget 2024.
v. Solar
vi. Wind Energy
Tax GITA of 100% on qualifying capital GITAof 100% on QCE  GITA of 100% on QCE
incentive expenditure (QCE) set-off against set-off against 100% of set-off against 70% of Sl
70% or 100% of statutory income (SI) Sl
Incentive Up to 10 years (5+5) 5 years 5 years
period
First block (5 years) IMW * Award Letter from
« Green hydrogen must be produced + Activities within IWM Sustainable Energy
from renewable energy sources. facilities should Develqpment
Key « Certification for green hydrogen i”C|Ud? waste E‘Uthor'té(SED.A)./
conditions production must be obtained from recycling or waste nhergy Lommission
the Department of Standards treatment and at (EQ) on the proposed
Malaysia or recognised least two of the project must be

international certification bodies. following activities: obtained.
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GITA Project (Business Purposes) Incentive (cont’d)

Key conditions
(cont’d)

Tier 1
» Commitment on fixed asset / investment
value.

» Creation of high value job / science and
technical jobs.

» Other conditions to be imposed by

National Committee on Investment (NCI).

Second block (5 years)

* Requirement to meet spillover effect
conditions such as high value jobs, local
spending and other conditions to be
imposed by NCI.

Tier 2

- recovery
- composting
- storage

- collection
- disposal

» Only waste obtained within Malaysia,

including Free Zones and Licensed
Manufacturing Warehouses, may be
utilised. Imported waste is not allowed.

Guidelines and conditions of relevant Acts,
Rules, and Regulations under the
respective ministries and agencies must
be complied with.

» Other conditions to be imposed by NCI.

EV Charging Station

« The company or charge point operators

(CPO) must invest in equipment to supply
electric energy from a fixed electrical
installation or supply network to an EV.

CPO of the EV charging station must
obtain Electric Vehicle Charging System
(EVCS) licence and obtain local councils’
approval for the installation of Electric
Vehicle Charging Bay (EVCB).

» Other conditions to be imposed by NCI.

Tier 3

» The equipment used in GITA projects

(limited to new assets) must be owned by
the company, registered under the
MYHijau Mark, or verified by MGTC.

Other conditions to be imposed by NCI.
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GITE Solar Leasing Incentive

Qualifying activities

Installed capacity
Tax incentive

Income eligible for
exemption

Incentive period

Conditions

Tier 1 Tier 2

Provision of solar photovoltaic system leasing services in relation to the implementation of Net Energy Metering (NEM) Scheme for
sales of electricity or solar photovoltaic system leasing.

>10MW - <30MW >3MW - <10MW
Tax exemption of 70% of statutory income (SI)

Solar Power Purchase Agreement (PPA)

Income from sales of energy. Tariff rate (RM/kWj) is based on agreement between NEM and investors.

Solar Leasing
Income from fixed monthly payment (RM/month) in return for the lease of Solar PV System.

10 years o years

» The assets used for solar leasing project must be incorporated in the Registered Solar PV Investor (RPVI) balance sheet.

» Must incur adequate amount of annual operating expenditure in Malaysia, including local services for insurance, legal, banking,
ICT, and transportation, but excluding costs of goods sold, depreciation, interest on borrowings, and unrelated expenses.

* Must employ at least five full-time employees working in Malaysia including at least two competent personnel who are either
registered with a professional body or qualifications agency, certified with Continuing Professional Development points, or
actively practising in green technology.

+ Exemption is only granted to income generated within the capacity for each tier. Income from excess capacity is not tax-exempt
and the company must keep a separate account.

» Other conditions to be imposed by National Committee on Investment.
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Key eligibility criteria and tax incentive mechanism

GITA Project (Business Purposes)

GITE Solar Leasing

Eligible
company

Ineligibility

Effective date
of tax
incentive

Procedure in
claiming the
incentive

A company incorporated under the Companies Act 2016 and resident in
Malaysia which is:

* a newly established company which may have a related entity in Malaysia
carrying on same qualifying activities in Malaysia;
» an existing company that is already operating in Malaysia, and
o have not yet undertaken any qualifying activities under the GITA Project.

o have undertaken qualifying activities but have not been approved for the
green technology incentive (eligible only for diversification projects).

o have been approved for the green technology incentive and plan to
undertake expansion/diversification, subject to conditions.

Incurred QCE before the submission of the application to MIDA, with the
exception for Green Hydrogen projects. (Note: The QCE for Green Hydrogen
projects incurred before the application submission is not deemed as QCE.)

The date the first QCE incurred after MIDA received the application (for Green
Hydrogen projects if QCE was incurred before the submission of application,
based on date of QCE incurred after the date of application received by MIDA).

Application for determination of effective date must be submitted to MIDA within
24 months from the date of approval letter.

An application for compliance of all conditions imposed, verified by the external
auditors, is to be submitted to MIDA within the tax incentive period.

Claims to the IRB can only be made upon receiving a confirmation letter on
compliance with all conditions from MIDA.

A company incorporated under the Companies Act 2016 and resident in
Malaysia which is:

+ verified by SEDA (verification letter to be provided to MIDA);
* listed under the RPVI Directory;
+ at least 60% owned by Malaysians;

The company must possess a minimum installed capacity of 3MW solar PV
projects aggregated under the:

« NEM; or
» Self-Consumption (SelCo) Programme
which have achieved Commercial Operation Date.

Undertaken solar leasing project and has issued the first sale invoice of solar
leasing project prior to submission of the application to MIDA.

The year of assessment (YA) where the date of the first sales invoice of the
proposed project issued by the company.

Application for determination of effective date must be submitted to SEDA within
24 months from the date of approval letter.

An application for compliance of all conditions imposed,verified by the external
auditors annually, is to be submitted to SEDA within seven months after the end
of each YA throughout the incentive period.

Claims to the IRB can only be made upon receiving the letter from SEDA on
determination of effective date and compliance of all conditions.
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Treatment for unabsorbed GITA
Unabsorbed GITA can be carried forward to subsequent YAs until fully utilised.

Existing companies previously approved for GITA incentive

Existing companies which were approved GITA Project under section 4D of Promotion of Investment Act 1986
or section 127(3A) or section 127(3)(b) of the Income Tax Act 1967 may qualify for the revised green
technology tax incentives, provided they have not incurred capital expenditure on the approved project and
have surrendered their existing tax incentive approval. Companies with expired tax incentive periods or those
whose approval was withdrawn due to non-compliance are not eligible for these incentives.

Application period
For applications submitted to MIDA from 1 January 2024 until 31 December 2026.

The Guideline is available on MIDA’'s website www.mida.gov.my (Forms and Guidelines > Services Sector >
Green Technology).



https://www.mida.gov.my/
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Accelerated Capital Allowance
for ICT equipment and
computer software

In the 2024 Budget, it was announced that the
accelerated capital allowance (ACA) rates for
ICT equipment and computer software be
revised. The following gazette orders have now
been issued to legislate the budget proposal
(collectively “the New Rules”):

e Income Tax (Capital Allowance)
(Development Cost for Customised
Computer Software) Rules 2024

e Income Tax (Accelerated Capital
Allowance) (Information and
Communication Technology Equipment)
Rules 2024

The New Rules are effective from YA 2024 and provide ACA at the rate of 40% initial allowance and 20%
annual allowance.

The contents of the New Rules are very much similar to the earlier gazette orders* with no changes to the
type of qualifying expenditure.

As some taxpayers who have incurred qualifying expenditure in YA 2024 would have already submitted their
YA 2024 tax returns without claiming the ACA rates for ICT equipment and computer software at the time of
publishing of the New Rules, these taxpayer will have to submit an application to revise the tax returns in
order to enjoy the ACA rates.

Under the law, taxpayers have up to five years from the end of 2024 to submit the application to the IRB.
Generally, the IRB is expected to perform an audit before approving applications for revised tax returns.

Nevertheless, taxpayers should aim to submit the application and obtain the IRB’s approval before the
submission of their tax returns for YA 2025 is due. This is to ensure that the tax written down value and
annual allowance arising from the qualifying expenditure incurred in YA 2024 can be properly reflected in their
tax returns for YA 2025 and subsequent period.

* The Income Tax (Capital Allowance) (Development Cost for Customised Computer Software) Rules 2019 and Income Tax
(Accelerated Capital Allowance) (Information and Communication Technology Equipment) Rules 2018 which are now revoked
following the gazette of the New Rules with effect from YA 2024.
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Tax incentive for hydrogen
sulfide projects

Petroleum (Income Tax) (Investment Allowance)
(Amendment) Regulations 2024 has been issued
to provide tax incentives for hydrogen sulfide
projects.

AR

\‘l'll”"
111

It was announced in Budget 2024 that the tax incentives for Carbon Capture, Utilisation, and Storage and
Hydrogen Sulphide projects are under review by the Petroleum (Income Tax) Act 1967 Review Committee.
This review aims to align the Petroleum (Income Tax) Act 1967 with the evolving needs of the upstream oil
and gas industry and attract foreign investment. Following this, the Petroleum (Income Tax) (Investment
Allowance) (Amendment) Regulations 2024 has been gazetted to expand the qualifying projects for
investment allowances to include projects in respect of high hydrogen sulfide gas and this is deemed to have
come into operation on 1 January 2024.
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