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MALAYSIAN INSTITUTE OF ACCOUNTANTS 
FINANCIAL REPORTING STANDARDS IMPLEMENTATION COMMITTEE 

(“FRSIC”) 
 

FRSIC Issue No. 25 [2008] 
Recognition of Investment Tax Allowances and Reinvestment Allowance as Deferred 
Tax 

The issue: 

Under the revised FRS 112, should deferred tax asset be recognized on unused Investment Tax 

Allowances (ITA) and unused Reinvestment Allowances (RA) when the entity has sufficient taxable 

temporary differences or when it is probable that future taxable profit will be available against 

which the unused allowances can be utilized? 

Current accounting practice as observed by the Submitter: 

Divergent. Certain entities do not recognized the deferred tax asset on unused Investment Tax 

Allowances and unused Reinvestment Allowances whilst certain entities recognized the deferred tax 

asset. 

Reasons for the FRSIC to address the issue: 

ITA and RA are tax incentives enjoyed by many entities in Malaysia. For some entities, the amount 

involved can be very significant, and the impact on the balance sheet and the income statement 

can be equally significant for the year in question and in subsequent years. Because of the 

divergent practices in Malaysia, it makes comparability of financial statements amongst 

companies applying FRS 112 (revised) difficult. 

Submitter’s proposal or recommendation to address the issue: 

Proponents for the non-recognition of deferred tax asset on unused ITA and RA is premised on the 

notion that ITA and RA are part of the tax base of the qualifying assets. Accordingly, applying the 

initial recognition exemption rule, no deferred tax asset can be recognized.  

Another group is of the view that ITA and RA are not tax base of the qualifying assets. It is a tax 

incentive given by the government, the quantum of which is determined using the amount of 

qualifying expenditure as the denominator. 

As such guidance is sought from FRSIC. This is even more pressing given that our FRS 112 

[amended] is effective from 1 July 2007. 
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Submitted on: 

1 March 2008 

Corresponding FRSIC Consensus: 

ISSUE WAS REJECTED FROM FURTHER DELIBERATION. 

The FRSIC’s deliberation: FRSIC has decided not to take up the issue as this is a conceptual issue 

which is currently considered by the International Accounting Standards Board. The submitter has 

been informed of the Committee's decision. 

[Last updated: 19 March 2008] 

 


