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Malaysia 

1. Overview 

Malaysia has continued to grow solidly since 2000. Although the economy was hit by 

the global financial crisis in 2009, it was recovered rapidly, posting real gross domestic product 

(GDP) growth rates averaging 5.8 percent from 2010 to 2014. The GDP annual growth rate in 

2014 was 6.0 percent, driven by private sector consumption and investment as well as strong 

export growth.   

Malaysia’s economic outlook is expected to remain solid although there are some risks 

from the weakening global environment (especially the slowdown in China), tightening fiscal 

policy, and falling oil prices. The Malaysian fiscal reform programme initiated in 2013 is 

considered a supporting factor partly to the government’s credit. Moody’s Investors Service 

has affirmed the Malaysian government’s bond and issuer rating at ‘A3’ with a positive 

outlook in January 2015 considering the fiscal reforms and its fundamental credit strengths.33  

The Public Private Partnership (PPP) programme in Malaysia is an important 

component of the Malaysia Incorporated concept – a development approach introduced in 

1983. PPP in Malaysia is defined broadly as an arrangement where the private sector provides 

services and invests in infrastructure assets, which would traditionally have been undertaken 

by the government. At the crux of this arrangement there is an optimal risk sharing among 

the parties involved, mutually pre-agreed performance parameters that govern the conduct 

of the business, and a definite duration for the service concession. Another important 

characteristic is the continuing interest of the government, directly in the form of an equity 

holding or indirectly in the form of operational oversight in the projects. These features 

differentiate PPP projects from the privatization model, whereby the government no longer 

has control or interest in the entity. To date the PPP model has been applied in a wide range 

of public projects, such as the development of administration complexes, university campuses 

(including student residential buildings), hospitals, highways and bridges, integrated 

transport terminals, port facilities, medical equipment and supplies, solid waste treatment 

and public cleaning, power generation, and a ‘guest worker’ monitoring system. 

                                                           
33  Fitch Rating Agency, meanwhile, has maintained a negative outlook on Malaysia’s sovereign rating ‘A-‘, 

considering the uncertainty in the country’s macro economy and credit weakness. 



 

34 

PPP Country Profile – Malaysia 

In the Malaysian context, apart from budgetary considerations, PPP is seen as an 

avenue to benefit from private sector innovation and efficiency. It is also a way to promote 

shared responsibility and accountability in the provision of public services, as well as to bring 

about optimal utilization of the nation’s resources.   

In 2009, the Public Private Partnership Unit (3PU)34 was established via administrative 

arrangement. It is accountable to the prime minister. This re-affirms its position as a central 

agency within Malaysia’s administrative framework and reflects a strong political 

commitment to the PPP programme by the country’s top leadership.  

 

 

2. Institutional and Regulatory Frameworks 

Malaysia adopts a centralized approach in the implementation of the PPP programme, 

whereby 3PU, a dedicated unit under the Prime Minister’s Department, is entrusted with the 

responsibility of spearheading the development and execution of PPP projects. While projects 

may originate from line ministries, state and local authorities, or the private sector, 3PU is 

responsible for screening, evaluating, recommending, and negotiating, as well as structuring 

the contractual obligations of the projects. 3PU also manages the Facilitation Fund – a 

budgetary allocation in the form of a grant – to bridge the viability gap in high impact private 

investment projects. With regard to contract management of PPP projects, the responsibility 

is assigned to relevant line ministries. This includes monitoring of asset development and/or 

construction, enforcement of contractual and payment obligations, as well as public and 

community relations.    

3PU is structured along sectoral and functional lines. In addition, it has in-house legal 

and technical teams to assist in the evaluation and structuring of deals, an integrity unit to 

ensure good governance, and a centre of excellence to focus on best practices. 

The Public Private Partnership Committee, chaired by the director general of 3PU, 

supervises the evaluation of PPP projects. Permanent members of the committee are drawn 

from the Ministry of Finance, the Attorney-General’s Chambers, the Economic Planning Unit, 

the Federal Land Commissioner, and the Valuation and Property Services Department. 

                                                           
34 3PU is also known as Unit Kerjasama Awan Swasta (UKAS). 
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Representatives of relevant line ministries are co-opted onto the committee for projects that 

fall under their jurisdiction. This is to ensure their early participation in project development. 

When the PPP programme was first introduced, there was no clear distinction 

between PPP and privatization. In order to facilitate its implementation, the government 

published Guidelines on Privatisation in 1985. These guidelines were subsequently 

superseded by the Privatisation Master Plan in 1991. The Master Plan contains an overall 

policy framework for privatization: its objectives, models, guidelines on asset and equity 

valuation, staffing and ownership structure, as well as changes to relevant laws and 

regulations. In the light of further refinement to the partnership concept, the government 

introduced a new guideline in 2009 entitled PPP Guideline. This guideline complements the 

Privatisation Master Plan, particularly for projects where a government entity is the paying 

party. It also provides greater clarity as to the types of project suitable for the PPP approach, 

procedures to follow when making proposals, qualifying criteria for bidders of projects, 

operating models, payment mechanisms, and process flow for project approvals. This 

guideline is provided on 3PU’s website.35 

In order to facilitate further implementation of PPP projects (including those under 

privatization), amendments were made to relevant laws. These include the 

Telecommunications Act 1950, the Port Authorities Act 1963, and the Electricity Act 1949, 

especially for provisions concerning the government’s role and functions. The Land 

Acquisition Act 1960 was also amended in 1991 to empower authorities to acquire private 

land for use by persons or corporations to implement projects which are beneficial to 

economic development. Previously, acquisition was restricted to utilization for public use or 

public utility. In 2010, with the objective of encouraging the participation of private entities 

in the PPP programme, an amendment was made to Schedule 3 of the Income Tax Act 1967. 

This amendment allows privatization and PPP projects implemented using the build–lease–

maintain–transfer model to enjoy the benefit of the Industrial Building Allowance. In short, 

the projects will enjoy lower tax burdens, as the building allowance, which effectively is the 

depreciation expense, can be deducted from taxable income before arriving at tax payable. 

Apart from this, stamp duties36 remission has been accorded on service agreements signed 

                                                           
35 3PU website. http://www.ukas.gov.my/en/garis-panduan 
36 Stamp duty is a tax that is levied on documents. 

http://en.wikipedia.org/wiki/Tax
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between companies and the government, thus reducing transaction cost, based on the Stamp 

Duty (Remission) Order issued in 2010. 

Also, Facilitation Fund Guidelines were introduced in 2011, under the economic 

stimulus package in the Ninth Malaysia Plan, as an initiative to encourage implementation of 

private sector projects. These guidelines contain a definition and objectives of the Facilitation 

Fund, a negative list, and procedures to apply for the fund. In the revised guidelines, released 

in May 2014, there are more detailed descriptions regarding the amount to which the 

financing facilitation fund is limited, according to types of projects. The latest guidelines were 

released in May 2015. Under the Tenth Malaysia Plan, the government has allocated RM20 

billion (approximately US$6.4 billion) to the Facilitation Fund. For selected highways projects, 

the government provides a subsidy for the interest cost incurred by companies, or extends 

government soft loans. An allocation of RM5 billion (approximately US$1.6 billion) is set aside 

within the Facilitation Fund to fund the cost of land acquisition for tolled highways. 

 

3. Recent Developments in PPP 

Since the introduction of the PPP approach in 1983, around 700 projects have been 

implemented using the PPP and/or privatization approach.37  These projects cut across a 

variety of sectors, such as transport, highways, communication, health, energy and utilities, 

education and training, and general administration. Given the differences in output 

specifications, risk appetite, payment structure, and a host of other factors, four distinct PPP 

models have been adopted. These are: 

a. Concession Model: This model is used for highways and bridges and it is normally 

structured on the build–operate–transfer (BOT) concept. 

b. Accommodation Model: This is used for administration complexes, teaching hospitals, 

and university branch campus projects. The model is typically structured on the build–

lease–maintain–transfer approach. The government has introduced the build–lease–

operate–maintain–transfer approach for this model too. 

c. Process Plant Model: This particular model is being used for power generating projects. 

It is structured with two forms of payment, a fixed capacity payment and a utilization 

payment. 

                                                           
37  Amongst 700 projects, there are about 600 projects that are broadly considered as PPP.  
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d. Usage Model: This model is suitable for projects with high risk of technology 

obsolescence where the government is not planning to take ownership of the 

underlying asset upon the expiry of the contract, such as for services in sophisticated 

medical facilities. Investment is recouped from charges imposed on the utilization of 

the facilities by the ultimate users, that is, user charges. 

Examples of ongoing PPP projects in the feasibility study, tender, or construction stages are:  

a. Roads: 

 West Coast Expressway 

 Gurney Drive to Bagan Ajam Undersea Tunnel 

b. Transport 

 High speed rail link between Kuala Lumpur and Singapore 

 Mass Rapid Transit in Greater Kuala Lumpur 

c. Power 

 Prai combined-cycle gas turbine power project 

d. Others 

 Development of University Malaysia Kelantan student hostels 

 Waste to energy project at Kepong Solid Waste Transfer Station   

 

Reward allocation is undergoing constant review. The tolled highway concession – the 

West Coast Expressway project for instance – provides a more favourable revenue sharing 

arrangement for the government. For this project, during the government provided loan (GSL) 

tenure, 70 percent of the excess toll revenue will be utilized as repayment or prepayment of 

the GSL. After settlement of the GSL, revenue will be shared on the basis of 30:70 between 

the government and the company if the targeted internal rate of return (IRR) is not achieved 

and 70:30 if the actual IRR is more than the targeted IRR. 

The 11th Malaysia Plan was released in May 2015. According to the plan, 

‘strengthening infrastructure to support economic expansion’ is regarded as one of six 

strategic thrusts that the government has defined to help Malaysia stay ahead of the 

challenges and opportunities of the fast-changing global and political landscape. The 

summary of focus areas about ‘strengthening infrastructure’ in the 11th Malaysia Plan” is as 

follows: 

 Building an integrated need-based transport system. 

 Unleashing growth of logistics and enhancing trade facilitation. 

 Improving coverage, quality, and affordability of digital infrastructure. 

 Continuing the transition to a new water services industry framework. 



 

38 

PPP Country Profile – Malaysia 

 Encouraging sustainable energy use to support growth.  

PPP is expected to continue to play an important role to promote the above-mentioned 

strategic development of infrastructure. 


