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Malaysia’'s competitive edge is its biodiversity of natural resources and strong industrial and manufacturing
capabilities. Coupled with strong economic fundamentals, excellent infrastructure, political stability and skilled
workforce, Malaysia has the potential and the right environment for the biotechnology industry to flourish. A National
Biotechnology Policy (NPB) was formulated in 2005 by the government that outlined Malaysia’s niche and competitive
advantages in biotechnology.

In line with the NPB, Malaysia is taking the opportunity in this growing market to accelerate the transformation of the
country into a highly industrialised nation by year 2020. Likewise, with a third of its economy still dependant on
agriculture and natural resources, Malaysia has since recognised that biotechnology will enhance the productivity of
these sectors while creating new opportunities for the emergence of new industrial sectors. Leveraging on excellence
and adaptable human capital, Malaysia will be able to be a world player in the field of biotechnology by the year 2020
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Malaysia’s rich biodiversity offers vast opportunities for investors venturing into the fields of genomics, proteomics,
and structural biology for discovery of new products or improved existing products. Over 1,000 species of flora are
reported to have therapeutic value that can be tapped for medicinal potential. Other areas include:
- Food biotech/agro biotech

Biopharmaceuticals (antibodies/vaccines)

Nutraceuticals

Biodiagnostics

Industrial Enzymes

Strategic alliances and research partnership/joint discovery of bioactive compounds for healthcare
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Malaysia’s current National Education Policy emphasizes on science and technology in the country’s 37 institutions of
higher learning. There are 13 universities offering biotechnology programmes and 12 universities offering chemical
engineering programmes with about 3.000 undergraduate studying biotechnology annually. There are about 23,000
research personnel and more than 5,000 R&D scientists and skilled workforce are expected to be available over the
next five years.
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Malaysia has a strong intellectual property rights (IPR) regime and ranks high among East Asian countries in IPR
protection. Malaysia is a member of the World Intellectual Property Organisation (WIPO) and signatory to the Paris
Convention, the Berne Convention and the Agreement on Trade Related Aspects of Intellectual Property Rights
(TRIPS) under the World Trade Organisation (WTO). Malaysia also has acceded to Patent Cooperation Treaty (PCT)
with effect from 16" August 2006

The objective of biotechnology development will be to harvest the potential as a growing source of wealth creation.
The target of the Ninth Malaysian Plan will be to at least double the number of biotechnology and biotechnology-
related companies to 400 in 2010. Furthermore, the Ninth Malaysian Plan will focus on implementing the New
Biotechnology Policy to develop Malaysia’s niches in agriculture biotechnology, healthcare-related biotechnology,
industrial biotechnology as well as bioinformatics. In this regard, the promotion of foreign and domestic investments
and close collaboration with foreign entities to access new technology, markets and expertise will be intensified.

The government has allocated RM2 billion to implement under the Ninth Malaysian Plan to cover the development of
biotechnology in agriculture, healthcare, industry and bio-informatics. Of the RM2 billion 45.9% will be used to develop
physical infrastructure and the balance will be for R&D and commercialisation as well as business development.
Furthermore, under the 2006 Budget the Malaysian government has announced the setting up of the Malaysian Life
Science Capital Fund. The fund will be launched with RM100 million and it is expected that Government-linked
companies and private investors both foreign and local top up the fund. The fund will invest 70% of the fund in about
20 local and foreign companies, while the remaining 30% will be invested in Burill Life Science Capital Fund.

The National Biotech Policy was announced by the Prime Minister on April 28, 2005 and outlines nine thrusts

Thrust 1: Agriculture Biotechnology Development

Thrust 2: Healthcare Biotechnology Development

Thrust 3: Industrial Biotechnology Development

Thrust 4: R&D and Technology Acquisition

Thrust 5: Human Capital Development

Thrust 6: Financial Infrastructure Development

Thrust 7: Legislative and Regulatory Framework Development
Thrust 8: Strategic Positioning

Thrust 9: Government Commitment
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Globally, there are more than 5,000 biotechnology companies with a market capitalisation of US$700 billion (RM2.660
billion) and an annual turnover of US$50 billion (RM190 billion). Together, these companies are expected to create a
biotechnology value chain worth estimated US$1,8 trillion (RM6.84 trillion) by 2010.

Malaysia has identified biotechnology to be the new engine of growth for the country and with its rich biodiversity and
cost-competitive skilled labour markets combined with good transportation and ICT infrastructure as well as strong
support in R&D, the country is an attractive destination for foreign biotechnology companies. Biotechnology as a key
driver of growth for Malaysia is expected to generate RM270 billion in revenue for the country by 2020.

With the increasing global competition the Malaysian Government has decided to focus on developing Malaysia’'s
niches in agriculture biotechnology, healthcare-related biotechnology, industrial biotechnology as well as
bioinformatics.

The biotechnology sector’s contribution is expected to be approximately 2.5 % by 2010, 4.0% by 2015 and 5.0% by
2020. Furthermore, it is estimated that the sector by 2020 has created 280,000 new jobs — both directly and indirectly.
In addition, it is expected that 100 biotechnology companies will be established in Malaysia over the next 15 years.
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BioNexus status is a designation awarded to qualifying biotechnology companies, making them eligible for privileges
contained within the BioNexus Bill of Guarantees.
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Malaysia provides strong R&D support especially with the government funding for R&D, human resources
development and infrastructure. There are established research institutions housing modern facilities and state-of-the
art equipment for biotechnology research. Strong R&D expertise in the country’s long established agriculture and food
industry particularly for industrial crops (oil palm, rubber, rattan, forest trees), food crops (rice, banana, sago, herbs
and medicinal plants) and ornamentals (orchids, pitcher plants). Specialised science and technology parks, incubation
centres and clinical trial centres are available to cater to the needs of biotechnology and other technology-intensive
industries and R&D activities.



Amongst Malaysia’s foreign collaborative partners are:
Massachusetts Institute of Technology (MIT), USA
National Cancer Institute, USA
Medichem Research of Lemont, lllinois, USA
Nimura Genetic Solutions, Japan
Functional Food Creation Research Institute Co. Ltd., Japan
Cambridge University, UK
Centre for Genetic Engineering and Biotechnology, Cuba (CIBG)

Malaysia's market-oriented economy, supportive government policies and a large local business community that is
ready to do business with international corporations have made Malaysia a highly competitive manufacturing and
export base. A market-oriented economy and government policies that provide businesses with the opportunity for
growth and profits have made Malaysia a highly competitive manufacturing and export base. Malaysia's rapid move
towards the k-economy allows companies to do business in an environment that is geared towards information
technology.

One of Malaysia's major pull factors is its large pool of young, educated and trainable workforce. Many of Malaysia's
university graduates are trained overseas in fields such as engineering, and accountancy, allowing them to adapt
easily to an international corporate environment. English is widely used in Malaysia, especially in business thus
facilitating the investor's communication with local personnel and suppliers. The country's legal and accounting
practices derived from the British system are familiar to most international companies.

In addition, Malaysia retained its position as the third best destination in the world for outsourcing activities, after India
and China, according to A.T. Kearney's 2007 Global Services Location Index (GLSI).

Attracting International and Private Sector Investo rs

In recognizing that private sector funding is significant to catalyse the industry, the Malaysian Ministry of Finance
strengthened a package of tax incentives for biotechnology ventures in 2006. Key incentive available for qualified
biotechnology companies with BioNexus status includes a 100% tax exemption commencing from the first year the
company generates profit, a five-year Investment Tax Allowance double deductions on expenditure on R&D and
promotion of exports.



These fiscal incentives are further strengthened with a set of corporate privileges granted under a Malaysian
government Bill of Guarantees including freedom of ownership unrestricted employment of knowledge workers,
freedom to source funds globally and further eligibility for competitive incentives and development programmes, grant
and other assistance.
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Malaysia provides competitive financial incentives under existing packages, which are also applicable to biotech

proposals. Additional attractive incentives to support biotechnology ventures at all stages of development — amongst
the incentives are:

. Incentive for the holding company

. A holding company that fulfills certain conditions can claim a tax deduction for its investment in its approved
subsidiary biotechnology company against its profit

,  Tax exemption for biotechnology companies

. Approved biotechnology companies will be eligible for

,  Pioneer Status: 100% income tax exemption for a period of up to 10 years, or

. Investment Tax Allowance: 100% of qualifying investments over a period of 5 years can be set off against
profits

,  Dividends distributed from tax exempt biotechnology companies will be treated as tax exempt income for its
shareholders

,  Double deduction for qualifying expenditure on R&D, which is broadened to include pre-clinical and clinical
trials / testing. However, companies solely undertaking pre-clinical and clinical trials / testing activities are not
entitled for double deduction

,  Import duty and sales tax exemption on approved biotechnology equipment and materials
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First organized in 2002, BioMalaysia gained significant momentum as the premier biotechnology event in Malaysia
and the region in 2006 and 2007. With a total of over 5,000 participants in 2006, BioMalaysia 2007 broke all records
with over 7,800 participants — including 60 biotechnology experts from 30 countries speaking at the conference, 1,100
conference participants, 85 international and local exhibitors and 6,555 trade visitors.



On the sidelines of BioMalaysia 2007, significant developments were achieved including the first technology
acquisition for a nanotechnology platform and the first certification programme launched for intellectual property
management.

BioMalaysia 2008 will be held on 7-9 October 2008. The theme for BioMalaysia 2008 is “Strengthening Value Creation
in Biotechnology”. Value creation in biotechnology underscores the escalation of science to market — including
opportunities in discovery, new technology, funding, entrepreneurship and in building the biotechnology business
(http://wvww.biomalaysia.com.my)
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The National Biotechnology Policy calls for the establishment of a dedicated agency to manage the development of
the biotechnology industry. Thus, BiotechCorp was established on 13 May 2005 to ensure that the Government's
biotechnology objectives and strategies are fully deployed. BiotechCorp is entrusted to identify good value
propositions in both R&D and commercialisation, and to nurture biotechnology ventures via financial support and
developmental services. BiotechCorp is an agency under the purview of Ministry of Science, Technology and
Innovation and is wholly-owned by the Ministry of Finance Incorporated. BiotechCorp is governed by the
Biotechnology Implementation Council and advised by the Biotechnology International Advisory Panel, both chaired
by the honorable Prime Minister of Malaysia, YAB Dato’ Seri Abdullah Hj. Ahmad Badawi. The objective of the
establishment of BiotechCorp amongst others is to identify value propositions in both R&D and commerce and support
these ventures via financial assistance and developmental services.
BiotechCorp’s key mandates are as follows:

, Act as a one-stop-centre

. Nurture and accelerate growth of Malaysian biotechnology companies

. Create conducive environment for biotechnology

,  Actively promote foreign direct investments in biotechnology
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The vision underlying ‘BioNexus Network’ is the creation of a web of biotechnology companies and organizations that
leverage on existing facilities, infrastructure and capabilities of universities and research institutions throughout
Malaysia, not confined within pre-defined geographical parameters.

Another key feature of the BioNexus Network is the establishment of centres of excellence to promote and support
R&D in biotechnology focus areas. These Centres of Excellence will become anchors and attract the set-up of other
institutions and companies in related areas of expertise and will link up with other BioNexus centres all around the
country in a network of collaboration and exchange of ideas.
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1. The Institute of Agricultural Biotechnology located in Serdang, Selangor;
2. The Malaysian Genome Institute located in the vicinity of the National University of Malaysia (Universiti
Kebangsaan Malaysia), Bangi, Selangor; and
3. The National Pharmaceutical and Nutraceutical Institute located within the Science University of Malaysia
(Universiti Sains Malaysia) in Pulau Pinang.
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Biotechnology is set to be a major contributor to Malaysia's economic growth. Although it is still in its infancy stage, its
potential is enormous. With the nation's rich biodiversity, cost-competitive labour and strong agricultural base,
Malaysia stands to gain from its biotechnological development that will position the country as a key global
biotechnology player by 2020.

CONTACT:

Malaysian Biotechnology Corporation Sdn. Bhd. (6914  31-D)

www.biotechcorp.com.my

Corporate Office Client Support Services

Level 23, Menara Naluri, Level 20, Menara Naluri,

161 Jalan Ampang, 161 Jalan Ampang,

50450 Kuala Lumpur, 50450 Kuala Lumpur,

Malaysia Malaysia

T: +6 03 21165588 T: +6 03 21168585 (9:00am — 6:00pm)
F: +6 03 21165411 F: +6 03 21165528

E: info@biotechcorp.com.my




