Unlocking strategic investment opportunities
in the Johor-Singapore Special Economic Zone

he Johor-Singapore Special Economic

Zone (JS-SEZ) is a major step forward in

bilateral economic cooperation, provid-

ing businesses with a strategic gateway

to high-value industry investments. A

joint media release by the Ministry of
Finance and the Johor government on Jan 8, fol-
lowed by the Malaysian Investment Development
Authority’s (Mida) publication of a tax incentive
snapshot for the nine flagship areas within the
JS-SEZ on Feb 3, outline the available benefits for
investors (see table).

While the snapshot highlights key sectors
such as manufacturing, global services, integrated
tourism and logistics, it has yet to include details
on other priority industries such as the digital
economy, energy, education, healthcare and fi-
nancial services. Further information on these
sectors is expected in due course.

Maximising participation in JS-SEZ tax
incentives

To fully capitalise on these incentives, investors
should begin with a comprehensive feasibility
study to assess eligibility under promoted pro-
jects and determine the most suitable flagship
zone for their operations. Other critical consid-
erations include business timelines — from site
selection to operational commencement — along
with legal and regulatory compliance, licensing
requirements, tax implications, supply chain
logistics and workforce strategies.

A well-structured investment plan is essen-
tial,incorporating detailed financial projections
to determine the most suitable tax incentive
scheme. Businesses should evaluate whether
their operations are capital-intensive or geared
toward rapid profitability as this will influence
the choice between tax rate reductions and the
investment tax allowance (ITA).

Regulatory authorities typically assess fixed
asset investments, operational expenditure, pro-

Incentives at a glance

PROJECT TYPE OF INCENTIVE

ject financing structures and workforce planning
when reviewing applications. Given the out-
come-based nature of these incentives, financial
projections must be well-supported, data-driven
and credible to align with regulatory expectations.
Arobust financial strategy not only enhances the
likelihood of securing incentives but also ensures
long-term business sustainability.

Beyond selecting the right tax incentive
scheme, investors must also navigate compli-
ance regulations to ensure continued eligibility
and maximise returns.

Ensuring compliance and maximising returns
Meeting eligibility criteria and compliance con-
ditions is crucial as non-compliance could result
in disqualification or forfeiture of incentives af-
ter approval.

Investors should also evaluate capital expend-
iture requirements, particularly the eligibility of
expenses incurred before submitting a tax in-
centive application as this can directly impact
return on investment (ROI) and effective tax rates.

Certain incentives operate within a tiered
framework,where access to higher-tier benefits
may necessitate stricter compliance obligations.
These may include commitments to local vendor
development such as sourcing raw materials and
machinery domestically or engaging local ser-
vice providers, collaborations on research and
development (R&D) with universities or research
institutions and the creation of jobs and intern-
ship opportunities for Malaysian graduates.These
requirements are designed to strengthen Malay-
sia’s industrial ecosystem, enhance global com-
petitiveness, support the nation’s high-income
aspirations and reinforce supply chain resilience.

Invest Malaysia Facilitation Centre Johor
(IMFC-J): Streamlining approvals

The establishment of IMFC-J marks a significant
step toward enhancing investment efficiency
within the JS-SEZ. Serving
as a centralised liaison, IM-
FC-J connects investors with

FLAGSHIP key government agencies

Manufacturing

(e.g. artificial intelligence and quantum
computing supply chain, medical
devices, pharmaceutical or aerospace
manufacturing and maintenance, repair,
and overhaul services)

5% special tax rate - up to 15 years
or

100% Investment Tax Allowance (ITA)
- 5 years, offset against 100% of
statutory income

Flagship F including Mida, the Iskan-
(Kulai — Sedenak) dar Regional Development
and E (Senai — Skudai) Authority, Invest Johor, the
Inland Revenue Board of Ma-
laysia, the Royal Malaysian
Customs Department, the

Global services hub

(e.g. regional P&L, strategic business
planning, corporate development,
regional or global treasury and fund
management conducting cash pooling
activities via onshore intermediaries)

5% special tax rate - up to 15 years

Flagship A

(Johor Bahru
Waterfront) and

B (Iskandar Puteri)

Integrated tourism project

100% ITA - 5 years, offset against 70%
of statutory income

Flagship G
(Desaru — Penawar)

Smart logistics complex

100% ITA - 5 years, against 100% of
statutory income

Flagship C
(Tanjung Pelepas)

Manufacturing

— Downstream specialty chemicals

(e.g. base chemical — methanal,
ethylene, propylene, benzene, aromatics,
organics intermediates — C1to C6,
specialty chemical, fertilizers, polymers/
plastics or oleochemical/biochemical)

5% or 10% special tax rate - 10 years
or

60% or 100% ITA - 10 years, against
100% of statutory income

Flagship D
(Tanjung Langsat
— Kong-Kong)

Knowledge worker incentive

15% flat tax rate on chargeable
employment income - 10 years

All flagships

Additional incentives

Stamp duty exemption

Accelerated capital allowance
for renovation costs

Special deduction on contribution to
hallmark event

Flagship A and B

All flagships

Flagship G
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Investors should begin
with a comprehensive
feasibility study to
assess eligibility under
promoted projects and
determine the most
suitable flagship zone
for their operations.”

Immigration Department of Malaysia, the De-
partment of Labour, Tenaga Nasional Bhd and
Telekom Malaysia Bhd.

By reducing bureaucratic hurdles, IMFC-J facil-
itates expedited approvals for licences, tax incen-
tives,employment passes and other operational
requirements. It also ensures a seamless business
setup and operational process by streamlining
access to essential utilities including electricity,
telecommunications,water and gas.As a one-stop
coordination hub, IMFC-J significantly improves
the ease of doing business within the JS-SEZ.

Application timeline and strategic planning
JS-SEZ tax incentives are open for applications
submitted between Jan 1,2025,and Dec 31,2034.
Investors must submit their applications via Mi-
da’s Invest Malaysia portal, ensuring all required
information and documentation are provided to
prevent processing delays.

To maximise benefits,early planning is crucial.
Businesses should familiarise themselves with
procedural requirements, strategically structure
their investments to align with JS-SEZ objectives,
maintain compliance with regulatory frameworks
and implement sound financial strategies to en-
hance eligibility and approval prospects.

As details on other priority industries and flag-
ship zones become available, businesses should
proactively monitor regulatory updates.A well-in-
formed approach will enable investors to refine
their strategies and fully capitalise on opportu-
nities within the JS-SEZ framework. a

Ng Fie Lih is an executive director of Johor-
Tax at KPMG Malaysia
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