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1. INTRODUCTION

Innovation contributes to productivity, economic growth and societal
wellness. It can be the recombination, fusion or integration of technologies
that lead to new products, processes or services or the refinement of existing
technologies with improved value enhanced efficiency or cost reduction. The
final result of innovation is new products, processes or systems by which value
can be created for customers, businesses and society. Realising the
importance of innovation for wealth creation and social well-being, the
Government initiated the Innovation Fund.

2. OBJECTIVES

2.1 Enterprise Innovation Fund

The Enterprise Innovation Fund is to increase the participation of
micro-businesses, individuals in innovative activities and encourage
technological innovation of new or existing products, process or
services for commercialisation.

2.2 Community Innovation Fund

The Community Innovation Fund is to assist community groups in
translating knowledge and ideas into products, processes or
services that improve the socio-economic standing and quality of
life of the community.

3. ELIGIBLE APPLICANT

3.1 The eligible applicants are listed according to the types of grants

available:
Eligible Applicant Enterprise Community
InnoFund InnoFund
Individual N

Sole Proprietor

Micro Companies

<~

Small Companies

Registered Associations/ NGOs

Registered Cooperatives

<

Community Group




3.2 Definition of micro, small and medium enterprises are as follows:

Micro- . Medium
, Small enterprise ,
enterprise enterprise
Manufacturing, | Sales turnover of | Sales turnover | Sales turnover
Manufacturing- | less than | between between RM10
Related RM250,000 OR | RM250,000 and | million and RMZ25
Services and | full time | less than RM10 | million OR full time
Agro-based employees less | million OR  full | employees between
industries than 5 time employees | 51 and 150
between 5 and 50
Micro- , Medium
, Small enterprise ,
enterprise enterprise

Services, Sales turnover of | Sales turnover | Sales turnover
Primary less than | between between RM1
Agriculture and | RM200,000 OR | RM200,000 and | million and RM5
Information & | full time | less than RM1 | million OR full time
Communication | employees less | million OR full | employees between
Technology than 5 time  employees | 20 and 50
(ICT) between 5 and 19

3.3 Priority will be given to applications with projects:

i. That have been supported by the ScienceFund and have the
potential to be commercialised; or

ii. Companies that have obtained the InnoCert recognition.

ELIGIBILITY CRITERIA
4.1 The criteria for Enterprise Innovation Fund are as follows:

i. All categories of companies must have a minimum of 51% equity
held by Malaysians;

ii. Applicant or collaborator under the small and medium company
category must have minimum paid up capital in cash of
RM10,000.00. However, start-up companies are exempted from



I1l.

iv.

VI

VIL.

this stipulation but must provide justification and supporting
documents on the ability to sustain itself;

None of the company directors or project team members must
have been convicted of any fraudulent activities or the company
been declared bankrupt, under liquidation or placed under
receivership;

The project proposal must contain elements of technological
innovation leading to commercialisation of innovative products,
processes and services;

The project must be for the development of new or existing
products, processes or services with the potential for
commercialisation. Projects or products which are in the
research stage or are ready for production or commercialisation
are not eligible;

The project team must provide evidence of technical competency
to undertake the proposed project. The curriculum vitae and
supporting documents of the Project Leader and each project
team member must also be submitted; and

Application from an individual must be accompanied by a
supporting letter from a referee.

4.2 The criteria for Community Innovation Fund are as follows:

I1.

I11.

iv.

Applicant must be a registered/Government recognised
Malaysian Community Group.

The proposal must contain innovative elements leading to the
development of products, services or processes that improve
societal well-being.

Applicant must show proof of financial capability that they can
fund the portion of project costs not funded under CIF.
Project must be undertaken in Malaysia.

4.3 The following cases are not eligible for funding under the Pre-
Commercialisation Fund (InnoFund):



L. Project under the purview of certain Ministry, Department or
Agency other than MOSTI (except for Community InnoFund);

iL. Applications from the Research Wing of Government Linked
Companies (GLC);

IiL. Applications from Research Institutes with internal research
funding such as CESS Fund;

iv. Applications from large and established companies;
V. Applications from trading companies; and
Vi. Project proposals substantially similar to project that was

previously approved and completed.

5. QUANTUM OF FUNDING

The quantum and duration of funding approved will be based on merits of
each application, not exceeding the limit as below:

Duration Maximum
Type of Fund . Entity Quantum
(maximum) (RM)
Individual /
Sole 50,000
Enterprise Enterprise proprietor
InnoFund | Innovation Fund 12 months Micro/
Small 500,000
Companies
Community Community .
InnoFund | Innovation Fund 18 months As listed 500,000

6. SCOPE OF FUNDING

The Pre-Commercialisation (InnoFund) will cover the following:
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Funding Components

Enterprise
InnoFund

Community
InnoFund

e Specialised Equipment;

N

e Pre-Clinical/Clinical Trial / Field Trials (if
applicable);

¢ [P Preparation and Registration in Malaysia
only (excluding maintenance);

e Market Testing;

e Regulatory and Standard Compliance;

e Expenditure for Services not exceeding 40% of
project cost (consultancy/ testing)

e Raw materials

<~ <~ NN <

SN | S|

6.1  The funding will not cover the following items:

i. Any expenditure outside the stated funding components;

ii. Purchase or rental of non-critical assets such as building, vehicles

and furniture;

iii. Construction of new infrastructure. However, infrastructure
renovation is permitted if critical to the project and verified by

authorised bodies;
iv. utilities;

v. Travelling costs;

vi. Salary or allowances of any personnel employed by the applicant

(except as stated for IHLs and GRIs); and

vii. Collateral or loan for any purpose.

RESEARCH AND PRIORITY AREAS

Innofund focuses on the following research areas:
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IL.

I11.

iv.

e Life Sciences,

Computer Sciences and Information and Communication
Technology (ICT),

Agriculture Sciences/Agricultural Engineering
Environmental Sciences,

Advanced Materials Science,

Chemical Sciences,

Physical and Mathematical Sciences,
Engineering,

Medical and Health Sciences, and

Social Sciences and Humanities

Project proposal eligible for consideration must fall under research
priority areas as in Appendix I: Table 1. Consideration for funding will
also be given to identified Flagship Programmes as in Appendix I:
Table 2.

APPROVAL CRITERIA
The approval of all applications will be based on the following criteria:

Innovativeness of the project proposals (only applicable to
Enterprise InnoFund)

Project proposals must indicate whether it is recombination, fusion,
integration, replication or refinement of existing technologies with
improved value, enhanced efficiency or cost reduction. Applicant must
conduct a Prior Art Search to verify on the patentability aspect.

Societal benefits (only applicable to Community InnoFund)

The project proposals must clearly describe the socio-economic benefits
to the community. The proposals must also describe the community
chosen and their involvement in the project.

Credibility of project proposal

The project proposal must be clear, accurate and consistent with the
objectives of the Pre-Commercialisation Fund (InnoFund). It must have
achievable milestones and methodologies that can be completed within
the agreed time frame.

Appropriateness of methodology
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The applicant must provide sufficient information or evidence on the
appropriateness of the chosen methodology (new or established
methods/techniques). The methodology should outline the sequence of
proposed actions and identify these actions as numbered stages, steps
and phases. Each phase or step should be explained clearly. Other
considerations include the feasibility of the project to be accomplished
within the specified time frame and resources available.

v. Appropriateness of milestones

VI

VIL.

VIil.

The proposed milestones must be appropriate and consistent with the
project objectives and activities.

Competency of the Project Team

e Project teams should consist of qualified and technically competent
members with respect to technical and commercialisation aspects;

e Roles and responsibility of collaborators involved in the project
should be clearly defined;

e [nvolvement of consultants in the project should be justified and
with details submitted; and

e Each member of the team should provide their CV clearly stating
their previous research and highlighting significant successes.

Commercialisation Prospect (only applicable to Enterprise
InnoFund)

The applicant should be able to indicate clearly the type of output
expected and able to demonstrate potential for commercialisation of
new or innovative technologies.

Sustainability
The project proposal must provide evidence that the project can be
sustained beyond the funding duration.



ix. Financial Capability

XL

Applicants should show proof of financial capability to finance any
portion of project cost not funded by InnoFund.

Risk

The applicant must state the possible risks (technology risk, financial
risk and time risk) that may affect the implementation or completion of
the project.

Applicant and collaborator(s) must provide the following
documents where appropriate:

a. The applicant if a Company and/or collaborator(s) must provide the
latest Form 49 and Form 24 (Companies Act 1965) together with the
latest Annual Report. All documents must be certified by the
Companies Commission of Malaysia;

b. Applicant and/or collaborator(s) categorised under the sole-
proprietor category must provide the latest Form D (Companies
Act1965) certified by the Companies Commission of Malaysia;

c. Applicant and/or collaborator(s) must submit a copy of
Memorandum and Article of Association (MoA) certified by the
Companies Commission of Malaysia;

d. Applicant and/or collaborator categorised under the Registered
Cooperatives must provide the Certificate of Registration
(Cooperative Act 1993) certified by the Cooperative Commission of
Malaysia;

e. Applicant and/or collaborator categorised under the Registered
Association or NGOs must provide Form 3 (Society Act 1966)
certified by the Registrar of Society;

f. Applicant and/or collaborator categorised under the community
group must provide a verification letter from the relevant body;

g- All team members must provide the latest Insolvency certificate from
Malaysian Department of Insolvency (Mdl); and

h. The Project Leader must submit the signed declaration in the
InnoFund Form witnessed by a Commissioner of Oaths.
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XIl.

Others

Applicant and collaborator(s) must fulfil other conditions stipulated
under the guidelines and policies of Pre-Commercialisation Fund
(InnoFund).

FUND AGREEMENT

9.1

9.2

9.3

The Pre-Commercialisation Fund (InnoFund) Agreement of
approved projects will be signed between the Government of
Malaysia, represented by MOSTI, and the fund recipient detailing
the terms and conditions of funding. The Agreement is to be
signed by the recipient within 30 working days upon receipt of
Letter of Acceptance from MOSTI, failing which MOSTI has the
right to revoke or terminate the Agreement.

The recipient is not to commence any of the activities stipulated
in the project until the Pre-Commercialisation Fund (InnoFund)
Agreement is duly signed and stamped. Any expenditure incurred
for work carried out prior to signing of the Agreement may not
be eligible for reimbursement.

The recipient must submit to MOSTI the following documents
prior to the execution of the Pre-Commercialisation Fund
(InnoFund) Agreement.

i. Collaboration Agreement between the recipient and
collaborator(s) defining among others, the scope of work
and contribution of the collaborator(s).

ii. Technology Transfer Agreement between the recipient and
the technology provider; and

iii. The Consultancy Agreement between the recipient and
consultants defining, among others, the scope of work and
contribution of the consultant(s). The consultant(s) are
experts who are independent of the recipient and
collaborator(s).
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9.4

10.

11.

10.1

10.2

The Pre-Commercialisation Fund (InnoFund) Agreement shall
preclude any other arrangements by the recipient which are not
declared in the Agreement. In the course of the project,
amendments may be made to the Agreement with the written
consent of MOSTI and the recipient.

PROJECT MONITORING

Projects which are awarded the Pre-Commercialisation Fund
(InnoFund) will be monitored and evaluated by agencies or
bodies appointed by MOSTI to ensure that the Agreement is
adhered to, including the timelines. MOSTI reserves the right to
suspend or withdraw the support if there is non-compliance to
the Agreement.

The recipient is required to submit periodic reports (including
milestones and financial reports) and documents as specified in
the Pre-Commercialisation (InnoFund) Agreement.

FUND DISBURSEMENT

11.1

11.2

11.3

11.4

Payment will be made in stages according to the terms of the
award of the Pre-Commercialisation Fund (InnoFund).

The first payment will be disbursed upon execution of the
Agreement. The subsequent payments will be disbursed based
on:
i. Successful completion of milestones;
ii. The completion of technical and financial due diligence
by MOSTI; and
iii. Final payment (5%) will be disbursed upon submission
of the End of Project Report within the stipulated time.

The up-front initial payment should strictly be used to cover
activities in order to achieve the first milestone.

The Government has the absolute discretion for the review of the

grant approval or the aggregate amount to be paid for the
project.
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11.5 Procedures for purchasing of equipment and services

L

I1.

I11.

iv.

VI.

VIL.

VIil.

ix.

Grant recipients must submit quotations or substantial proof of
any purchase or acquisition of services such as Consultancy;

Purchase of items or acquisition of services which costs more than
RM100,000.00 should be accompanied by 3 or more quotations or
substantial proof;

Any financial transaction more than RM10,000.00 and above
must be done through proper documentation (invoice, purchase
order (PO), delivery order ( DO), receipts etc).;

Attempt to circumvent para 11.5 (ii) by breaking down the
purchase of items or acquisition of services, is prohibited;

Purchase of items or acquisition of services should not be from the
same vendor (fairness in dealings and benefit to various vendors);

Purchase or acquisition of services from within the recipient’s
company/institution, subsidiaries or associated companies is not
permitted;

The allocation given for projects involving IT facilities (except ICT
related projects) should not be used to purchase more than 1
desktop or laptop;

Purchase order/quotation submitted must be based on current
market prices. Mark-up from the original price is not allowed,; and

The supplier of research materials, equipment and services for the
project must not have any conflict of interest with the recipient.

11.6 As the project progresses, MOSTI has the absolute discretion to

review the grant or aggregate to be paid to the recipient.

11.6 Virement (transfer of allocations) of grants awarded
either from one project to another or from one company to
another is not permitted. The virement of allocation from one
component to another is subject to the approval of MOSTI.
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12.

13.

INTELLECTUAL PROPERTY (IP) RIGHTS

12.1 The end product and processes developed under the Pre-
Commercialisation Fund (InnoFund) is encouraged to be
patented and registered for IP Rights. The grant recipient has to
inform the InnoFund Secretariat in writing upon the successful
registration of the IP.

12.2 The IP rights of the project shall be wholly owned by the recipient
as specified in the Pre-Commercialisation Fund (InnoFund)
Agreement.

INCENTIVE FOR INTELLECTUAL PROPERTY
13.1 The applicant may apply for the following incentives:

i. Incentive for disclosure of the Project Intellectual
Property: RM500.00;

ii. Incentives for filing of patent of the Project
Intellectual Property: RM5,000.00; and

iii. Incentives for granting of patent Project Intellectual
Property: RM10,000.00.

13.2 The Ministry shall pay

i. The incentive for disclosure of the Project Intellectual
Property upon disclosure of the Project Intellectual
Property;

ii. The incentive for filing of patent of the Project
Intellectual Property upon receipt of the proof of
patent filing of the Project Intellectual Property; and

iii. "~ The incentive for granting of patent Project
Intellectual Property upon receipt of the proof of
patent granted of the Project Intellectual Property.

13.3 Applicant shall disclose to the Government (MOSTI) in
writing, of the existence of the Project Intellectual Property
not later than 60 days from the Project Completion Date.
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14. PROJECT COMPLETION

14.1 The recipient shall submit to MOSTI the End of Project Report
within three (3) months after the date of completion of the
project.

14.2 The Project Completion Letter will then be issued to the recipient
upon complete verification by MOSTI.

14.3 The recipient shall provide any additional information upon
request in writing by MOSTI after the date of completion of the
project.

15. TERMINATION

15.1 MOSTI reserves the right to withdraw the grant should any of the
following arise:

i. Any false information provided by the recipient;

ii. Change of grant recipient without the prior consent of
MOSTL,;

iii. ~ Change of Principal Researcher of the project without the
prior consent of MOSTI;

iv.  Any misuse of the grant provided;

v. Non achievement/slow progress of the milestones as
stipulated in the Pre-Commercialisation Fund (InnoFund)
Agreement; or

vi. Any breach of agreement.

15.2 MOSTI reserves the right, at any time, to review, suspend or

withdraw any grant approval(s) or payments if such measures
are deemed necessary.
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16.

15.3

MOSTI shall claim against the recipient for any damages suffered
as a result of any defaults by the recipient as stipulated in the
agreement.

APPLICATION AND SUBMISSION

16.1

16.2

16.3

16.4

16.5

16.6

Applications are open throughout the year. However, evaluation
of the applications will be carried out quarterly. Information on
the Pre-Commercialisation Fund (InnoFund) is available from
MOSTI’s website (http://www.mosti.gov.my). Applicants can
download the latest version of the application forms and the
guidelines for the Pre-Commercialisation Fund (InnoFund).

All complete applications shall be acknowledged and assigned a
reference number. Incomplete or ineligible applications will not
be forwarded for evaluation.

MOSTI reserves the right not to process the application if there is
any false information found in the application.

An applicant can only be project leader of one Pre-
Commercialisation Fund (InnoFund) grant or any other R&D
grant under MOSTI at any one time.

Ethical and/or other regulatory approvals must be submitted
with the application where necessary.

All applications / enquiries pertaining to the Pre-
Commercialisation Fund (InnoFund) should be directed to:

Pre-Commercialisation Fund (InnoFund) Secretariat,
Fund Section, Planning Division,

Ministry of Science, Technology and Innovation (MOSTI)
Level 3, Block C5, Complex C,

Federal Government Administrative Centre,

62662 PUTRAJAYA

Tel (Hotline): 03 - 8885 8921 / 8567 / 8877 / 8152

Fax: 03 - 8889 2994
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