[
&

-
=
S S
w I
> =
w o
O <<

MALAYSIAN
INVESTMENT

MIDA

MALAYSIA

Your Profi
Centre in Asia

5

WY\

{14
(XY

ARAAAARL GRELAGRRLLRC

iﬁ? Jﬁ ki

i

\: m b
(CCT(TEH W R VR EE
i F,-.:.-.N,Mu.fg

Y::ﬁ&% , v.v,wmmww v,. %<
111} T TN TINS
ﬁ““.' ARLARRARARRRRARRREAA 1""3“

INCENTIVES & GOVERNMENT FACILITIES
FOR FURNITURE & WOOD-BASED INDUSTRY



TABLE OF CONTENT

Introduction of MIDA

Ecosystem Of Wood-Based Industry In Sabah

Major Companies In Furniture & Wood Based Industry

Investment Incentives In Wood-Based Industry

Other Facilities/Assistance

Industry4wrd




Introduction of
MIDA

MALAYSIAN
INVESTMENT
DEVELOPMENT
AUTHORITY



MALAYSIAN
INVESTMENT
DEVELOPMENT
AUTHORITY

WHO ARE WE?

T

The principal Malaysian Government agency
responsible for the promotion of investments and
coordination of industrial development in the
country

MALAYSIA

MtNISTRY OF INTERNATIONAL TRADE AND INDUSTRY

B m MIDA First point of contact for investors who intend to
set up projects in the manufacturing and services
sectors in Malaysia

FUNCTION OF MIDA




WOOD BASED INDUSTRY ECOSYSTEM IN SABAH MIDA

UPSTREAM MID-STREAM

Wooden furniture, moldings,

Harvesting of logs, Veneer, Particleboard, medium

plywood & sawn timber density fibreboard, BJC, LVL and floorings
blockboard & wood
Sabah Softwoods Berhad composite » Innovatory Furniture Sdn Bhd

» World Trend Garden Furniture
Sdn Bhd

» Superwood Industries Sdn Bhd

» Borneo Benar Sdn Bhd

» Bidasari Sdn Bhd

» Priceworth International Bhd

Pacific Hardwoods Sdn Bhd
Tropical Wood Plantation Sdn Bhd
Hijauan Bengkoka Chipmill Sdn
Bhd

K.T.S. Sdn Bhd

Sanbumi Sawmill Sdn Bhd

Focus Lumber Bhd

Sinora Sdn Bhd

Priceworth International Bhd

YV VY

» Jayakuik Sdn Bhd

YVVVVYVYY

Supporting \'

government agencies and \
academic institutions

DR *MTL Bzt POLITEKNIX
MPIC MTIB SRV maLavsian Timeer counen T UMS B

UNIVERSITI MALAYSIA SABAH
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No Foreign Companies Products Country

1. Daiken Miri Sdn. Bhd. o Medium Density Fiberboard (MDF)  Japan

DallEn

2. Donghwa Fibreboard Dnngwha “ Medium Density Fiberboard (MDF) Korea
Sdn. Bhd. Malaysia

3. BSSB Leather And BSSB Wooden Furniture Britain
Fabrics Beds Sdn. Bhd. T

4. Steelcase Manufacturing Steebase Office / School Furniture & Components USA
(M) Sdn. Bhd.

5. Segamat Panel - MDF & Particleboard Singapore
Boards Sdn. Bhd. —Y =T~ E—

1.  Deep Furniture Sdn. Bhd. Wooden Furniture

2. Lii Hen Furniture Sdn. Bhd. e <l Wooden Furniture

3. Weng Meng Industries Sdn. Bhd. §- JWENG MENG Engineered Door

4. Home Upholstery Ind. Sdn. Bhd. m Upholstered Furniture

5.  Pioneer OSB Sdn. Bhd. Pioneer SB Oriented Strand Board (OSB)

6.  Woodsfield Glulam Mfg Sdn Bhd wf;;gﬂmj Engineered Wood

= T e p—



Investment
Incentives In

Furniture & Wood-
Based Industry
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PROMOTED MANUFACTURING PRODUCTS UNDER
PROMOTION OF INVESTMENT ACT 1986

Agricultural Produce Parts
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Composite Products, Bamboo, Rattan & Othe
Activated Carbon & Fertilizer Forestry Products

" Builders, Joinery &
Carpentry

Timber Moulding
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Incentives For New Investment Under Promotion of
Investment Act 1986

**  PIONEER STATUS (PS)
Income tax exemption of 70% of statutory income for 5 years; or

s* INVESTMENT TAX ALLOWANCE (ITA)
Investment tax allowance of 60% on the qualifying capital expenditure
incurred within a period of 5 to be utilized against 70% of statutory income for
each assessment year.
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Incentives For Small Scale Companies Under Promotion
of Investment Act 1986

< PIONEER STATUS (PS)
Income tax exemption of 100% of statutory income for 5 years; or

s* INVESTMENT TAX ALLOWANCE (ITA)
Investment tax allowance of 60% on the qualifying capital expenditure
incurred within a period of 5 to be utilized against 100% of statutory income
for each assessment year.

*Definition of Small Scale Companies
Companies with shareholders fund not exceeding RM2.5 million and
having 60% or 100% Malaysian equity.

10
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Reinvestment Incentives For Resource Based Industries
Under Section 4F, Promotion of Investment Act 1986

< PIONEER STATUS (PS)
Income tax exemption of 70% of statutory income for 5 years; or

s INVESTMENT TAX ALLOWANCE (ITA)
Investment tax allowance of 60% on the qualifying capital
expenditure incurred within a period of 5 to be utilized against 70%

of statutory income for each assessment year.

L)

Wood-Based Rubber Based Palm 0Oil Based

11
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Special Incentives For Selected Industries,
Section 4D Promotion of Investment Act 1986

**  PIONEER STATUS (PS)
Income tax exemption of 100% of statutory income for 10 years; or

L)

2 INVESTMENT TAX ALLOWANCE (ITA)

Investment tax allowance of 100% on the qualifying capital
expenditure incurred within a period of 5 to be utilized against
100% of statutory income for each assessment year.

L)

Promoted Products/Activities

. QOil Palm Biomass
Utilization of Oil Palm Biomass to Produce Value Added Products

12



Tax Computation “With” or “Without” Tax
Incentive M“)A

Assumption: PS equivalent to income tax exemption of
70% of statutory income

WITHOUT TAX INCENTIVE WITH TAX INCENTIVE
(RM) (RM)

Profit Before Tax 1,000,000 1,000,000
(+/-) Tax Adjustments 200,000 200,000
Adjusted Income 1,200,000 1,200,000
Less: Capital Allowances (500,000) (500,000)
Statutory Income | 700,000 | 700,000 |
Percentage (%) | | |
Chargeable Income l 700,000 ' 210,000 l
Tax Liability @ 24% l 168,000 l 50,400 l

13



Tax Computation “With” or “Without” Tax M I ') A

Incentive
Assumption: ITA: RM10 million

WITHOUT TAX INCENTIVE
(RM)

NVESTMENT DEVELOPMEN

WITH TAX INCENTIVE

(RM)

Profit Before Tax | 10,000,000 | 10,000,000

(+/-) Tax Adjustments 2,000,000 2,000,000

Adjusted Income | 12,000,000 | 12,000,000 |

Less: Capital Allowances (5,000,000) (5,000,000)

Statutory Income l 7,000,000 l 7,000,000 l

Percentage (%) l l l 30% l
l l 4,900,000 l 2,100,000 l

(-) ITA l Nil l *10,000,000 l i l
' ' 0 ' 2,100,000 '

Chargeable Income ' 7,000,000 ' 2,100,000 '

Tax Liability @ 24% l 1,680,000 l 504,000 l

ITA balance to be carried forward to next year of assessment l 5,100,000 l

* Assumption: The allowance can be offset against 70% of the statutory income for each
year of assessment. Thus, only RM4.9 million will be utilised.

14



APPLICATION FORM & GUIDELINES (PS/ITA)

Application form and Guidelines are available on MIDA Website:

1 www.mida.gov.my

FORMS AND GUIDELINES @ @ é
OFFICIAL WEBSITE
I ') MALAYSIAN INVESTMENT DEVELO!
INVEST IN MALAYS(A ) YOUR PROFIT CENTRE IN ASIA
Type your keywords] here

From MAIN
PAGE, click
FORM

MANUFACTURING SECTOR

[ Formicaia Ep-/om2017) ]
FORM ICA/IA-2 (EDE1/9/2017)

[ roemicanaa Eoi/zmoin ]
FORMICA/)

6. Expansion and/or Diversification of an Existing Agricultural / Integrated Agricultural FOI

GEMNGSTARTED

» Provide information on policies.incentives and
‘,\\-‘, {aclitiestostartan operationetherinthe
} ;’ immiem Manufacturing or Services SectorinMalaysia:

z

;
:

SWETH

EDATE

click DOWNLOAD under i 3
the MANUFACTURING

SECTOR i it i ICA/JA-1 ICA/JA-2
New project/company Expansion/Diversification project
applying for Manufacturing applying for Manufacturing
License/Tax Incentive License/Tax Incentive

RESOURCES
FORMS AND GUIDELINES

P Company with shareholder’s fund less than RM2.5 million and
o having 60%-100% Malaysian equity, eligible to apply small
M I ')A scale incentive by filling IK/JA-1 (New Project) or IK/JA-2

(Diversification Project)




Incentives Under
Budget 2015




INCENTIVE FOR LESS DEVELOP AREA (LDA)

To encourage more equitable regional
development and inclusiveness, the special
incentive packages provided under ECs are
enhanced to include more areas that are

- less developed

_ . v Ensure continued promotion of

S investments in less developed areas
€ v Enhance private sector involvement in

| : development of less developed areas

XA 4" v Transform less developed areas into

e major business centres by enhancing

local business activities




INCENTIVES FOR LESS DEVELOPED AREAS$

Income Tax Exemption

duty exemption on:

- 100% up to 15 years of assessment
(5+5+5) , or ransfer or lease of land or building
used for development in relation to
manufacturing and services
Investment Tax Allowance (ITA) : activities

- 100% of qualifying capital expenditure

incurred within 10 years
| incenTivEs.

Import duty exemption on

Withholding tax exemption on

- Raw materials and components used
- Fees for technical advice, assistance  directly in the manufacture of finished

or services or royalty in relation to = products

manufacturing or services activities - Machinery and equipment used in the
production process







AUTOMATION CAPITAL ALLOWANCE (ACA)

CATEGORY |

CATEGORY 2

> Labour intensive industries > [ther industries:

(rubber products, plastics, v" Automation CA of 200% on

wood, furniture and textiles): the first RM2 million

v Automation CA of 200% on expenditure incurred® within
the first RM4 million a years of assessment from
expenditure incurred™ within 2013 to 2020.
3 years of assessment from See.
2013 to 2017. WO,

! Under the Budget 2018, the Government has announced the

| | extension of Automation CA incentives until YA 2020, for Category 1. :

MIDA 20



ELIGIBILITY CRITERIA FOR ACA

Manufacturing companies incorporated under the Companies Act, 1963 and
are residents in Malaysia

Possess a valid Business Licence from Local Authority and Manufacturing
Licence from MITI (if applicable)™

Companies have been in operation for at least 36 months
Automation equipment is used directly in the manufacturing activity

Automation equipment should enhance the productivity such as reducing

man hours, reducing workers and increasing volume of output and to be
verified by SIRIM

% Requirement for Manufacturing Licence (ML):
Shareholders’ funds of RM2.5 million and above or;
Engaging 70 or more fulltime employees

MIDA 21



EXAMPLE OF AUTOMATION

Areas of Automation System

Material Handling / Measurement System

Warehousing

Processing / Testing / Packaging Equipment

N

Others (to specify)

l. | Motion Controllers / PLC / PAC / Pneumatic / Hydraulics

2. | Computer/Industrial Software including CAD/CAM/CAE/PLM/CNC
3. | Robot and Robotic System / Vision System / Sensors

4. | Others (to specify)



CHECKLIST

CHECKLIST FOR

APPLICATION OF AUTOMATION CAPITAL ALLOWANCE

Three sets of Application Form (ML-Automation CA Form)

A copy of Business Licence

A copy of Manufacturing Licence (if applicable)

N

A copy of tax incentive approval letter(s) (if applicable)

Following documents are to be certified by External Auditor:

9. | List of purchased and installed machines/equipment

B. | Invoices and Delivery orders for the machines/equipment

7. | Proof of documents to indicate that the entire cost of the machine/
equipment has been paid.

23



APPLICATION FORM & GUIDELINES (ACA)

Application form and Guidelines are available on MIDA Website:

From MAIN A

www.mida.gov.my

(ammmuwm X f) -MLDAlMaIr)sianlw; \ H -8 X [E] Concerns Human Resour )/ ) MIDA| Malaysian nve: x '\ H - o x
 commn olle | PAGE ' ‘
1 < C' | © www.midagov. i der-the-2015 P %
€ - C | © vwumidagosmy/home/ ) C||Ck k| . : A
Uboes sl v R ( JE— ’Typeyour keyword(s) here ABOUTMIDA | INVESTINMALAYSIA | TESTIMONIALS ’ WHYMAUYSIA | MEOIAROOM | FORMS
MONDAY 171 APRIL2017 F O R M 2 2
Industry (EUMCCI) launched the SEBSEAM-M EU SME Helpdesk - provide a trusted platform for EU SMES to ask qualified experts about expanding your busir N RSS
OFFOAL e v 4% Home / Resources / Forms and Guidelines / Incentives Under the 2015 Budget
MALAYSIAN INVESTMENT DEVELOPMENT AUTHORITY Ly i
wh)
INVEST INMALAYSIA ) YOUR PROFIT CENTRE IN ASIA o
FORMS AND GUIDELNES  |ncentives Under The 2015 Budget |©&=® @oe
Type your keywords) here ABOUTMIDY | INVESTINMALAYSIA | TESTIMONILS | WHYMALAYSIA | MEDIAROOM | FORMS P -
INGENTIVES UNDER THE 2015 BUDGET T @ T
Manufacturing Sector
Ma‘e@"a\’fm‘u;\ romotion Aesncy Award in the Asia Pacific Nationa! Cateenry- Site Selection o Less Devekooed Areancenti H 'm ; 1
[ Conserrs Puman s /3 514008 | Mlasian e =] Services Sector TSN VISP SN ST SNV
« C | © wwwmida govmyihomeforms-&-guidelines/pasts/ EEE—
= Tax Incentives for \ones H
WoNDAY 150 AP 317 @ seruces | oo - S t D A UTO M ATI O N
Scroll to S€CTION
M | j)A MALAYSAN WVESTMENT OEVELCPHENT AUTHORTTY i
INVEST IN MALEYSIA » YOUR PROFIT CENTRE IN ASIA T C P IT L L L W N C E
Tape your keywordl here ABOUTMIA | DWESTNMALAVEA | TETMCNINS | WAYMALAYEA | MEDIARGOM Post Licensing and Post Incenti A A A O A
Applications
Bl + L Do alc pendent Conformity &vses 1
I Home | Rescurces | Forms and Guidelines. Funds / Incentives Under Domestic ] r 5 o
- ! Direct Investment (DDI) Initiatives egic Project for New Manufacturing Activity
- Mines Wellness City
RESOURCES : i
Forms & Guidelines El=E [l Reporton mpact of Custo
FORMS ANO GUIDELINES p g o < r Incentives (Including Grant
e AUTOMATION CAPITAL ALLOWANCE
click DOWNLOAD under
Guidelines
CEZED

the INCENTIVES
UNDER THE
MALAYSIA 2015

e Incentives Under the Malaysian Budget 2015

Forms and Guidelines

MID;

MENT AUTHORTY

1. § Verification Of Machine/Equipment For Automation Capital Allowance

INFO SHEET (A-CA)
'WORKFLOW AUTOMATION CA
APPLICATION CHECKLIST

MLAUTOMATION CA

Form

2. | Flow Chart For The Application Process Of Automation Capital Allowance
3. J| Checklist For Application Of Automation Capital Allowance

Application For Manufacturing License

Guideline




Other Facilities/
Assistance
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Exemption from import duty on imported machinery &
equipment and raw materials & components.

CRITERIA

= Used directly for the manufacturing process

= Not manufactured locally

= For Sabah and Sarawak, items are not produced in the
respective States

= |ocally manufactured items cannot meet requirements (in
terms of quantity or specifications)

26
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EMPLOYMENT OF EXPATRIATE

Transfer of Technology & Technical Know-How

= Key Post (Permanent Post)

\/

*%* Managerial level
\/

** Number of post depends on total foreign equity

= Term Post (2 — 5 years)

\/

s Technical and supervisory level
\7/

** Number of post depend on company requirement

Ll .MI carmm

., -CONOMIC Strength |

27



APPLICATION FOR IMPORT DUTY EXEMPTION

Application form and Guidelines are available on MIDA Website:

www.mida.gov.my

\
5] Cones Huen esou X | ).'M\DAlMilr)sianlw; \ From IVIAI N H- 5 x

T —— | PAG E, Click % Import duty exemption on specific equipment or machinery imported or purchased from a Licensed

FORM 2 Manufacturing Warehouse, Bonded Warehouse or Free Zone under item 113 Customs Duties

(Exemption) Order 2017

MOKDAY 17th APRIL 2017
QFFICIAL WEBSITE
' MALAYSIAN INVESTHENT DEVELOPMENT AUTHORITY
INVEST INMALAYSIA ) YOUR PROFIT CENTRE IN ASIA

Type your keyword(s] here ABOUTMOA | INVESTINMALARSIA | TESTIMONIALS | WHYMALAISIA

The application must be submitted prior to the importation or purchase of the machinery and equipment. As
MEDIAROCM

sed to take into consideration the duration needed for the whole process to claim the

such, companies are advi
e

wem . This new nism wit

9‘1«3‘3\‘5"&Wm‘UQ\'VESW&F',?chtiM'«;:vn:vk.\'ard'rtfﬁ»‘.sizPa.‘\fthatin'.a’(;'escm-EriS“e’tm o Le<s Develooed Area Incenti H 'm ~ Exel \DUOP' |h" = mEChamsm Wit
] Concers buaman Resous 3 <0 Iblayson x|\ H - 8 x ) ) P th . S g

measures would be able to reduce the cost of doing business without the necessity of obtaining bank

h a self-declaration and self-regulatory environment; and time saving

€ C | © wwwmidagovmyihome/fomms-&-guidelines/pasts/ R

MONDAY L7th APRIL 2017

[V Y] Y, o — ey
INWEST IN MALAYSIA ¥ YOUR PROFIT CENTRE IN ASIA e ) A - — e a3 Y i
MIDA provides online applications facilities for the applications of the Self Declaration Mechanism for Tax

[pevorbonerdibes Exemption;
= o r— Contor RS
s Horme / Resaurces / Forms and Guldelines 1.SPM 1 (Manufacturers In The Principal Customs Area)

guarantee facilities for the clearance of goads.

e

‘Type your heywordls) here AOUTMIDA | INWESTMMALANEA | TESTAAONINS | WHNMALAYSA

2.5PM2 (Companies Engaged In Hotel Business

FRISURES  Forms & Guidelines Bl =

(" click DOWNLOAD under
the (J) SELF- ==
DECLARATION
MEACHNISM FOR
. TAXEXEMPTION

o Self-Declaration Mechanism for Tax Exemption

With the implementation of the system, all confirmation letters will b

s (Including Grants)

scroll to SIGN UP/ SIGN |N/
REGISTRATION

NT AUTHORTY

AL AYSIAN INVESTMEN
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The Journey.. M | ')A

MALAYSIAN INVESTMENT DEVELOPMENT AUTHORITY

“Combination of the internet with a new ability to directly control the physical
world, including the machines, factories and infrastructure that define the modern
landscape” — WEF, 2016

7 == INDUSTRY 4.0
— INDUSTRY 3.0

INDUSTRY 1.0

Mechanization, steam
power, weaving loom

Automation, computers Cyber Physical Systems,
and electronics internet of things, networks

1784 1870 1969 TODAY

Source: German Research Centre for Artificial Intelligence (DFKI)
30



Global Industry 4.0 Initiatives M l ')A

MALAYSIAN INVESTMENT DEVELOPMENT AUTHORITY

e

.ﬁ.—»
-

@:"“}

s

Innovation in
Manvufacturing 3.0
(2014)

Factories of
the Future
(2013)

ndustry Value
Chain Initiative
(2015)

Make in‘ India
(2014)

’ : Future of

Manufacturing
(2015)

(2016)

A\
‘\,\
4wrd \,
8 -
)

#

Many countries, Different Names, Similar Goals

Source : IDC, Frost & Sullivan
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Malaysia’s Readiness for Industry 4.0 M I ') A

High Potential 10 ® usn Leading
O
@ Singapore
® &ap .German
® Fr‘ce. )
® Malaysia ‘apan
o o o® China ored
0 @ .Poland ’Italy 10
Spos
O
O o
- a ®
- - - O
® @ %o 0
o® L)
Nascent 0 Legacy

Malaysia has a strong current production base and is well-positioned for the future.

Source : Readiness for the Future Production Report, WEF, 2018
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Industry4WRD - National Policy on Industry 4.0 M I ') A

National Goals

MALAYSIAN INVESTMENT DEVELOPMENT AUTHORITY

To increase the level of productivity in the manufacturing sector

To elevate the contribution of the manufacturing sector to the economy

To strengthen our innovation capacity and capability, reflected in global innovation rankings

To increase the number of high-skilled workers in the manufacturing industry

The targets by 2025, developed from 2016 baseline figures

Productivity of the
manufacturing industry
per person

rrom RIVIT 06,647

To increase by

30%

Absolute contribution in
Ringgit Malaysia (RM) term
from the manufacturing sector
to the national economy

From RM 254 billion
To 11V 25 pillion

Global Innovation
Index ranking

From #35

To top 30 nations

Numbers of skilled workers
employed in
the manufacturing sector

From 1 8%
to 35%

R -t [ AT
PN N R S Ty



2019 Budget Announcement for Industry4WRD M | ')A

MALAYSIAN INVESTMENT DEVELOPMENT AUTHORITY

Industry4WRD Fund
*  RM210million (2019-2021) to support the
transition and migration to Industry 4.0

Industry Digitalisation Transformation Fund
*  RMS3 billion for Automation, Robotics and Al

* Subsidised 2% interest rate

* Bank Pembangunan Scheme

Business Loan Guarantee Scheme

*  RM2 billion for SMEs to invest in
automation and modernisation

* Upto 70% guarantee

* Syarikat Jaminan Pembiayaan Perniagaan
Sdn Bhd (SJPP) Scheme

High Impact Fund - MIDA

* Matching grant for activities such as R&D,
international certification & standards,
facility and tools upgrading or purchase

KRSTE.my

*  RM2million for Knowledge Resource for
Science & Technology

* Access to 250 facilities & 1,200 scientific
equipment & research data for private sector

* Kickstart Researcher Mapping Programme

Double Tax Deduction — MOHR & MIDA

*  Sponsorship for TVET, diploma and degree in
engineering & technology

* Expenses for National Dual Training Scheme
(SLDN)

*  Structured training programme for
engineering & technology

* Note: Details including mechanism and guideline are in the drafting stage i 3%&



CONTACT US|

o
y)ﬁ URL:
w www.mida.gov.my

App ,\ C«“‘q{‘k piay h.;:

URL:
https://www.facebook.com/QfficialMIDA

URL:
hitps://twitter.com/Official MIDA

P Googlepy @J URL :

& @ fopsuore | Publication App Instogram https://www.instagram.com/officialmida

) Voulube URL:

https://www.youtube.com/officialmida

MIDA B

Be With Us On
Mobile!

Download MIDA Apps to Your
Mobile Device

35
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Thank you

Mr. Mohd Rasli Muda
Director

Food Technology & Resources Based Industries Division
Tel: +603=226 / x: +603 — 2273 8467

W email:




