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Strategic Opportunity in
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Why Malaysia Stands Out

Stable economy with strong
manufacturing infrastructure
Strategic geographic position
for regional and global exports
Established supply chain

ecosystem in electronics and
advanced manufacturing

Government-backed,
structured support for foreign
investors

The Critical Differentiator

Most Southeast Asian markets
offer general FDl incentives

Malaysia provides a
structured, renewable-
energy-specific framework

Solar PV manufacturingis a
formally designated
"promoted activity"

Fiscal incentives can materially
reshape the business case for a
new factory



Role of MIDA — Malaysia's Investment Authority

What MIDA Is

Malaysian Investment Development Authority —

principal government agency for promoting
manufacturing and services sectors

Primary point of contact for foreign investors navigating
government regulations

Authorized to implement and administer tax incentive

programmes

Operates under the Promotion of Investments Act 1986
and Income Tax Act 1967

What MIDA Does for Solar Investors

e Evaluates and approves Pioneer Status and ITA applications

e Facilitates regulatory navigation for foreign-owned
manufacturing entities

e Applications can be submitted before Malaysian entity is
formally incorporated

e Coordinates with Ministry of Finance for high-value
incentive approvals

@) MIDA administers incentives via the InvestMalaysia portal. Solar PV components are classified as a promoted product

under Malaysian investment law — qualifying manufacturing operations for the primary fiscal incentive tracks.



Key Incentive: Pioneer Status

Core Mechanism

e Partial exemption from corporate .
income tax
o« Company pays tax on only 30% of .

statutory income

o 70% of profit effectively exempt from
tax °

e Duration: 5 years (extendable to 10
years in certain cases)

Eligibility Conditions

Activity must qualify as a "promoted
activity" under MIDA

Solar PV manufacturing and
components — formally classified as
promoted

Eligibility assessed on: value-added
level, technology used, industrial
linkages

Application submitted to MIDA before

commencement of production

Post-Pioneer Treatment

Unused capital allowances can be
carried forward post-pioneer period

Losses accumulated during pioneer
period deductible from post-pioneer
income for 7 years

Tax exemption credited to exempt
account — dividends distributed
accordingly

[J Keydistinction: Pioneer Status is an income-based tax incentive — it reduces the taxable share of profit. Best suited when the

project is expected to be highly profitable from early years with relatively lower initial capital costs.



Key Incentive: Investment Tax Allowance (ITA)

Core Mechanism What Qualifies as QCE?

Alternative to Pioneer Status — cannot hold both simultaneously

Factory building construction costs
60% allowance on Qualifying Capital Expenditure (QCE) ¢ New machinery and equipment used directly in

Allowance offset against 70% of statutory income per manufacturing

assessment year e Solar module production line equipment
Duration: 5 years from first qualifying capital expenditure date e Land costs do not qualify

Unused allowances carried forward until fully utilised

Remaining 30% of statutory income taxed at prevailing corporate

ITA is Capital-Expenditure Driven

rate

e Particularly valuable for capital-intensive operations

e Rewards substantial upfrontinvestmentin
equipment and infrastructure

e Standard rate: 60% — can increase to 100% for

critical national interest sectors




Strategic Alignment: NIMP 2030 & NETR

New Industrial Master Plan
(NIMP) 2030

Sets out Malaysia's industrial
growth ambitions through 2030

Emphasises raising manufacturing
value-added, sustainability, and
high-value production

Renewable energy manufacturing
identified as a priority sector for
investment

Budget 2024 introduced new
incentives explicitly focused on

NIMP 2030 sectors — including
renewable energy

National Energy Transition
Roadmap (NETR)

Comprehensive strategic plan
launched in 2023 to shift Malaysia
from fossil fuels to clean energy

Targets: 31% renewable energy by
2025 > 40% by 2035 > 70% by
2050

Net-zero emissions target: 2050

Positions solar manufacturing in
the domestic RE supply chain as a
strategic enabler

Investor Relevance

Solar manufacturing projects align
directly with both national plans

Policy alignment strengthens
MIDA application — applications
must demonstrate economic
benefit to Malaysia

Projected investment opportunity:
RM 435 billion - RM 1.85 trillion in
energy transition by 2050



Why Malaysia Supports Solar
Manufacturing

Industrial Policy Logic
e Solar manufacturing creates high-value jobs and technology transfer
* Supports domestic RE supply chain — reducing import dependency

e Strengthens Malaysia's position as a clean energy manufacturing hub in ASEAN

Export & Trade Positioning

e Malaysia-manufactured modules have preferential access in key export
markets

e Country-of-origin classification supports global supply chain diversification
strategies

e Strategic location for export to EU, US, and regional Asian markets

Climate Commitments
e 45% GHG intensity reduction target by 2030 (relative to 2005 levels)

* Domestic solar manufacturing accelerates deployment of local renewable
capacity
e Ranked best in Southeast Asia (WEF Energy Transition Index 2023)




Application Process Overview

1 Step 1— Eligibility Assessment
Verify that the proposed activity qualifies as a "promoted activity" under MIDA

Determine which incentive track (Pioneer Status or ITA) best matches the financial profile

2 Step 2 — Prepare Documentation & Business Plan
Compile technical concept, financial projections, manufacturing scope, and economic benefit case

Demonstrate alignment with NIMP 2030 and NETR objectives — job creation, technology transfer

3 Step 3 — Formal Submission to MIDA
Submit via the InvestMalaysia portal (entity need not be incorporated in Malaysia at time of submission)

Expect MIDA to request additional information — plan for back-and-forth correspondence

4 Step 4 — Review, Approval & Implementation
Review period: typically ~2-4 months; complex projects may take longer
Conditional approval issued — milestones and compliance conditions attached

Pioneer Certificate or ITA effective date confirmed within 24 months of approval

(& Indicative timeline for approval phase: ~4-6 weeks for initial processing, followed by a formal review period. Total timeline from submission to approval:
typically 3-6 months depending on project complexity.



Documentation & Business Plan Requirements

Core Application Documents Strategic Business Plan Content

Company background and ownership structure ¢ Demonstration of economic benefit to Malaysia: jobs,

Detailed manufacturing scope and production capacity training, technology

Technical concept for production line configuration e Alignment narrative with NIMP 2030 and NETR priorities

Capital expenditure breakdown — distinguishing QCE * Export market strategy and distribution plan

from non-qualifying items e Local procurement and supply chain linkage plan

Financial projections (minimum 5-year horizon) e Compliance and post-incentive monitoring framework

Site plan and factory layout

Critical: Missing information or inconsistencies in documentation are the primary cause of delays. A technically sound
and strategically aligned business plan is foundational to a successful application.



Financial Decision: Pioneer Status vs. ITA

Criterion Pioneer Status Investment Tax Allowance (ITA)

Incentive Type Income-based tax exemption Capital expenditure-based allowance

Tax Relief Mechanism 70% of statutory income exempt from tax for 5 60% of QCE offset against 70% of statutory
years income for 5 years

Best Suited For Projects profitable from early years; lower initial Capital-intensive projects with significant
capex equipment investment

Unused Benefits Losses carried forward 7 years post-pioneer Unused allowances carried forward until fully
period utilised

Mutually Exclusive Yes — cannot hold both Pioneer Status and ITA Yes — apply for one track only

simultaneously

Key Risk Less effective if early-year profits are low Requires accurate QCE classification and
documentation

[ Decisionframework: Pioneer Status favours projects that achieve strong margins quickly. ITA rewards substantial capital deployment. Careful
financial modelling is required before selection.



Risk Factors: Delays & Weak Applications

Application Quality Risks

Incomplete or inconsistent
documentation — primary cause
of delays and rejections

Failure to demonstrate clear
economic benefit to Malaysia
(jobs, technology transfer)

Poor alignment narrative with
national industrial or energy
policy objectives

Inaccurate QCE classification —
overstating or misidentifying
qualifying items

Process & Timeline Risks

Review period: typically 3-6
months — can extend for complex
or multi-stakeholder projects

MIDA may request multiple
rounds of supplementary
information — plan accordingly

Conditional approvals require
milestone compliance — non-
compliance triggers further
review

Annual compliance reports
required throughout the incentive
period

Post-Approval Compliance
Risks

Companies must maintain
detailed records: capex, revenue,
employee counts

Failure to meet approval
conditions may result in incentive
withdrawal

Pioneer Certificate / ITA effective
date must be applied for within 24
months of approval

External audit verification of
annual compliance reportsis
required



FAQ Highlights

What qualifies as QCE for the ITA?

QCE generally covers factory building costs and new
machinery and equipment used directly in the
manufacturing process. Land costs do not qualify.
Accurate classification is critical — misidentification is
a common cause of compliance issues.

Is a local Malaysian partner required?

Foreign ownership is permitted in promoted
manufacturing activities. Specific equity conditions
may apply depending on the activity classification and
incentive tier. Investors should confirm current

requirements directly with MIDA at time of application.

Can foreign investors apply before
incorporating in Malaysia?

Yes. An application can be submitted to MIDA before
the Malaysian entity is formally incorporated. This
allows investors to secure conditional approval as part
of the pre-entry structuring process.

Can a proven turnkey manufacturing
concept be used?

Yes. An experienced European turnkey provider with a
proven manufacturing concept can form the technical
basis of the MIDA application. A well-defined technical
conceptis a core component of the business plan and

strengthens application credibility.



Key Project Data
Solar S5yr ~4-6 wk

Manufacturing Scope Incentive Duration Initial Processing
Solar modules and components —  Pioneer Status or ITA — standard Indicative approval processing
automated manufacturing line 5-year incentive period phase before formal review period

60%

ITA Allowance Rate

Standard allowance on Qualifying
Capital Expenditure

10%

Tax Relief (Pioneer)

Effective profit exemption rate
under Pioneer Status

[ Region: Malaysia-Investment authority: MIDA -Line type: Automated solar manufacturing - Investment: Incentive-driven (scope-

dependent) - Source: PVKnowHow / Jv.G. Technology GmbH



CONCLUSION

Strategic Positioning in Malaysia

%

A Structured, Government-Backed Framework

Malaysia offers one of the region's most defined incentive frameworks for solar
manufacturing — backed by law, administered by MIDA, and aligned with national energy

policy.

Incentives That Reshape the Business Case

Pioneer Status (70% profit exemption) and ITA (60% capex allowance) can materially
reduce tax burden — but require meticulous application and full compliance.

Success Requires Application Quality

A technically sound business plan aligned with NIMP 2030 and NETR objectives is the
determining factor. Policy alignment, not size alone, drives approval.

A Proven Turnkey Concept Reduces Entry Risk

An experienced European turnkey provider with a proven manufacturing concept reduces
the learning curve — and strengthens the technical credibility of the MIDA application.

Source: PVKnowHow / Jv.G. Technology GmbH - www.pvknowhow.com - www.jvg-
thoma.com




About the Content Partner

J J.v.G.technology GmbH — The DESERT Company

Founded in 1997 in Bavaria, Germany. Family-owned engineering
company specializing in turnkey solar module production lines.

More than 90 factory projects delivered worldwide.
On-site team training included — no prior manufacturing
experience required.

Key areas:

Turnkey PV manufacturing lines | DESERT Technology® |
TUV-certified module designs | Factory planning to production

www.jvg-thoma.com
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