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The PFI Scandal  

 

When it was reported that Pembinaan PFI Sdn Bhd had racked up debts close to RM50 

billion,1 this issue had the makings of a major scandal.  Pembinaan PFI, a government-linked 

company (GLC), had reportedly been created to implement a policy called Private Finance 

Initiative (PFI), introduced to allow private enterprises securing public contracts to first 

shoulder the costs to complete these projects.  However, two pension funds, the Employees 

Provident Fund (EPF)2 and Kumpulan Wang Persaraan (KWAP),3 were used to obtain loans 

totalling RM30 billion to implement PFI projects.   

 

The collateral for these loans was a huge number of government land parcels that had been 

leased by a government agency, the Federal Lands Commissioner, to Pembinaan PFI for a 

mere RM10, though later increased to RM5.7 billion, which were then sub-leased to the 

government for a massive RM29 billion!  

 

These PFI projects were implemented through off-budget government loans and awarded 

without open tenders to companies that did not cover any costs on their own.  Pembinaan PFI 

awarded these contracts to GLCs and well-connected individuals and companies which 

were later found to be those that were not PFI-type projects. Pembinaan PFI and the Federal 

Lands Commissioner were tools abused by the government to covertly channel contracts to 

the well-connected without public disclosure even though they were paid for with funds from 

two pension-based agencies.  

 

 

 

 

 

 

 

 

 

 

 
1 The Edge Markets (26 July 2018): https://www.theedgemarkets.com/article/cover-story-secret-government-debt-has-ballooned-rm50-

billion)   

2 EPF, a statutory body controlled by the Ministry of Finance, functions as a retirement savings fund for private sector workers. 

3 The civil service pension scheme is run by KWAP, or the Retirement Fund Incorporated, also a statutory body under the jurisdiction of the 

Ministry of Finance. 

https://www.theedgemarkets.com/article/cover-story-secret-government-debt-has-ballooned-rm50-billion
https://www.theedgemarkets.com/article/cover-story-secret-government-debt-has-ballooned-rm50-billion
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What is PFI? 
 

PFI is a form of public-private partnership (PPP), employed by governments worldwide to 

secure direct funding from the private sector for public projects.  Discussions about PFI as a 

policy tool to incorporate private firms in the funding of public projects commenced in 1983, 

though it only caught on in 1992 after it was introduced by the British government. 

 

The objectives of PFI are similar to those of privatisation, with projects awarded through open 

tenders and outcomes measured against key performance indicators (KPIs) (see Table 1). While 

privatisation is normally applied in utility and infrastructure projects, PFIs are employed in 

ventures across a range of sectors. Responsibility for the financing of public projects lies with 

the private sector concessionaire. Payment to the private concessionaire is linked to 

performance. This payment is only made when mutually agreed standards are met.  
 

Table 1: Difference between PFIs and Privatisation 

    

Source: Public Private Partnership Unit (UKAS) 
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In Malaysia, PFI was introduced in the Eighth Malaysia Plan, 2001-2005, during Tun Dr 

Mahathir Mohamad’s first term as Prime Minister, though it was only actively employed by 

the government after the Ninth Malaysian Plan, 2006-2010 was tabled by Tun Abdullah 

Ahmad Badawi. However, as Table 2 indicates, PFI is not implemented in Malaysia as how 

the policy was conceived, though it is regularly discussed in Parliament and in reports by the 

Auditor General. One fundamental difference is that the government shared risks with private 

concessionaires when implementing PFI projects.4  

  

   Table 2:  Differences between PFIs in Malaysia and Other Nations 

 Malaysia5 Britain6 Canada7 Japan8 

First 

introduced 

2006 1992 1992 1999 

Risk-bearer Shared between 

private and 

public sectors 

Private sector Private sector Predominantly private 

sector 

Govt financial 

assistance? 

Yes No No No 

Capital value N/A £6.8 billion (June 

2010 - March 

2014)  

C$65 billion (as of 

May 2015) 

¥4.3 trillion (as of 

2015) 

 

 

 

 

 

 

 

 
4 In Malaysia’s mode of implementing PFI, the private concessionaire is invited to create an asset for the government. The cost for creating 

this asset, usually on government land, is borne by the private concessionaire. After this asset is created, it is leased to the government. 
Although this asset is wholly operated by the government, the private firm has ownership of it for a stipulated concession period, after which 

it is returned to the government. PFI policy models include Build-Lease-Transfer (BLT), Build-Lease-Maintain-Transfer (BLMT) and 

Build-Lease-Maintain-Operate-Transfer (BLMOT). This account of the PFI policy, as implemented in Malaysia, was obtained during a 

meeting held on 11 May 2022 with officers of the government’s Public Private Partnership Unit (Unit Kerjasama Awam Swasta - UKAS).  

5 Information obtained from the UKAS webpage. 

6 The History of Private Finance Initiative in the UK – A Timeline, a report issued by The Private Finance Initiative Watchdog in 

2015. See: https://pfeyeblog.wordpress.com/2015/04/29/the-history-of-private-finance-initiative-in-the-uk-a-timeline/ 

7 Source: P3 Spectrum (Canadian Council for Public-Private Partnerships) 

8 Public-Private Partnerships in Australia and Japan, a report issued by the Japan External Trade Organization (JETRO) in 2010. 

See: https://www.jetro.go.jp/ext_images/en/reports/survey/pdf/2010_01_other.pdf 



7 
 

How PFI was Abused? 

Role of Pembinaan PFI (the enabler) 

 

Pembinaan PFI was incorporated in September 2006. Intriguingly, in spite of its name, 

Pembinaan PFI does not implement PFI-type projects. PFI-based projects are executed 

solely by the Public Private Partnership Unit, or Unit Kerjasama Awam Swasta (UKAS), 

situated in the Prime Minister’s Department.9 UKAS was established in 2009, three years after 

Pembinaan PFI was incorporated, “as a central agency…to facilitate strategic partnerships 

between the public and private sectors”.10 UKAS is responsible for vetting and submitting 

applications for PFI-type contracts to the Cabinet for approval which are then implemented by 

the private concessionaires.   

 

Pembinaan PFI is almost wholly-owned by the Ministry of Finance through its holding 

company, Minister of Finance Incorporated (MoF Inc.), while one share is held by the Federal 

Lands Commissioner (see Table 3). The Federal Lands Commissioner, who would emerge as 

a key figure in the Pembinaan PFI scandal, was established in 1957 as a statutory body to hold 

land parcels for the government, while also being responsible for the signing of lease 

agreements.11   

 
                   Table 3: Shareholders of Pembinaan PFI. 

 

                  Source: Companies Commission of Malaysia - Annual accounts of Pembinaan PFI 

 

 

  

 
9  While UKAS reports to the Prime Minister, it is also under the jurisdiction of the Minister in Prime Minister’s Department (Economy). 

UKAS was transferred to the Ministry of Finance in 2018, after Pakatan Harapan secured control of the government. UKAS was transferred 

back to the Prime Minister’s Department in 2020, after the fall of the Pakatan Harapan government. Information obtained during a meeting 

held on 11 May 2022 with UKAS officers.  

10 UKAS’s role is described as such in its official webpage. See: https://www.ukas.gov.my/en/about-ukas/message-from-director-general 

11 For a review of the role of the Federal Lands Commissioner, see Anesh Ganason’s article entitled “Coordinating the Functions of the 

Federal Lands Commissioner in Administering the Lands in the Federal Territories 

(https://docs.jpa.gov.my/sme/penulisan/Pentadbiran_Tanah/2.pdf). 
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Pembinaan PFI was incorporated to function as a special purpose vehicle (SPV) to source funds 

for government projects, presumably in a manner dictated by the PFI policy, given the name 

of the company. However, since Pembinaan PFI did not implement projects in the form where 

the private concessionaire was responsible for covering all costs, its funds were obtained from 

the government’s major pension funds. Funds raised by Pembinaan PFI can be separated 

into two tranches: first, a loan agreement with EPF for RM20 billion, known as PFI I.  

The second loan agreement, PFI II, was for RM10 billion, obtained once again from EPF, 

though with funds from KWAP as well. The funds obtained by Pembinaan PFI were placed 

in a Trust Account, one that “was beyond the usual mechanism of development budget”,12 or 

off-budget. 

 

A review of Pembinaan PFI’s accounts suggests that this GLC is managed by its board of 

directors.13 Table 4 lists Pembinaan PFI’s current and former directors. One noteworthy 

director was Tan Sri Mohd Irwan Serigar Abdullah who was implicated in the 1MDB scandal.14 

Irwan Serigar had served as Secretary General of the Ministry of Finance between 2012 and 

2018, the period when Dato’ Sri Najib Razak was serving as Prime Minister.  Najib had been 

deeply implicated in the 1MDB controversy. Irwan Serigar and Najib were jointly charged with 

Criminal Breach of Trust in 2018 involving payments to a Middle Eastern-based government-

owned enterprise, International Petroleum Investment Company (IPIC), amounting to RM6.6 

billion of public funds.15 
  

 
12 See: https://www.parlimen.gov.my/pac/review/docs-86-87.pdf 

13 When a review was done by C4 of Pembinaan PFI’s annual accounts in 2010, 2018 and 2020, no expenses were listed as salary. In 
2010, only administrative expenses were listed. Based on this review, it appears that Pembinaan PFI has no employees, apart from 

a board of directors, with perhaps occasional secondment of staff from other agencies to carry out administrative functions.                                                

14 Interestingly, as with Pembinaan PFI, 1MDB had huge debts, totalling RM39 billion. Like Pembinaan PFI, 1MDB was an obscure 

GLC controlled by MoF Inc. SRC international Sdn Bhd, a GLC linked to 1MDB, had secured a loan from KWAP.  For an in-
depth review of the 1MDB scandal, see T. Wright and B. Hope (2018), Billion Dollar Whale: The Man Who Fooled Wall Street, 

Hollywood and the World (New York: Hachette Books). 

15 For a report on the charges filed against Irwan Serigar and Najib, see: 

https://www.malaymail.com/news/malaysia/2022/01/27/management-of-najib-irwan-serigar-cbt-case-on-march-1/2037939. 
IPIC, a sovereign wealth fund owned by the United Arab Emirates (UAE), was also implicated in the 1MDB scandal. A report on 

the links between IPIC and 1MDB can be found at: https://themalaysianreserve.com/2020/12/22/1mdb-ipic-trial-govt-mulls-all-

options/ 

https://www.malaymail.com/news/malaysia/2022/01/27/management-of-najib-irwan-serigar-cbt-case-on-march-1/2037939
https://themalaysianreserve.com/2020/12/22/1mdb-ipic-trial-govt-mulls-all-options/
https://themalaysianreserve.com/2020/12/22/1mdb-ipic-trial-govt-mulls-all-options/
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Table 4: Directors of Pembinaan PFI 

Name  Status Appointment Date & 

Administration 

Background 

Johan Mahmood @ Johan 

Mahmood Merican 

Current November 2021: 

Ismail Sabri Yaakob 

Head of MoF’s National Budget Office (2018) 

Deputy Director-General (Human Capital), 

Economic Planning Unit (EPU) 

CEO, Talent Corp (2011-2016) 

Datuk Seri Asri 

Hamidin@Hamidon 

Current November 2020: 

Muhyiddin Yassin 

Chairman, Digital Nasional Bhd (2021)  

Chairman, KWAP (2020) 

Secretary-General of Treasury, MoF (2020)  

Deputy Secretary-General of Treasury 

(Investment), (2018) 

1MDB, Chairperson (2018) 

Under-Secretary, Government Investment 

Companies, MoF Inc. (2015-2018)  

Zakiah Jaafar Current November 2020: 

Muhyiddin Yassin 

Deputy Secretary General (Policy) MoF (2020-

2022) 

Board of Director, EPF (2020) 

Deputy Secretary General (Investment), MoF 

(2019-2020) 

Deputy Secretary-General (Macro), Ministry of 

Economic Affairs (MEA) (January - November 

2019)  

Deputy Director General (Macro), Economic 

Planning Unit (EPU) (2018)  

Director (Macroeconomics Section), EPU (2014-

2018)  

Dato' Razali Mohamad 

 

Previous November 2019: Mahathir 

Mohamad 

Deputy Director, National Budget Office 

(Security and Infrastructure), MoF (2017) 

Datuk Mat Noor Nawi Previous November 2012: 

Najib Razak 

Chairman, EXIM Bank (2015) 

Deputy Secretary-General, Treasury (Policy), 

MoF (2012-2015) 

Board of Director, EPF (2012) 

Tan Sri Mohd Irwan Serigar 

Abdullah 

 

Previous September 2011:  

Najib Razak 

Secretary-General of Treasury, MoF (2012-2018) 

Deputy Secretary-General (Policy), MoF (2011)  

Under-Secretary, Economics & International 

Division, MoF (2008) 

 

Datuk Siti Zauyah Md Desa  

 

Previous April 2015:  

Najib Razak 

Board of Director, EPF (2016-2019) 

Deputy Secretary-General (Policy), MoF (2016-

2019) 

Director of National Budget, National Budget 

Office, MoF (2014-2016) 

Secretary, Government Investment Company 

Division, MoF (2014) 

Tan Sri Dr. Ismail Hj Bakar 

 

Previous June 2014: 

Najib Razak 

14th Chief Secretary to the Government of 

Malaysia (2018-2019) 

Secretary-General of Treasury (2018) 

Secretary-General of Ministry of Agriculture 

(2015-2018) 

Secretary-General of Ministry of Transport 

(2014-2015) 
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Tan Sri Ahmad Badri Mohd 

Zahir 

 

Previous August 2016: 

Najib Razak 

Chairman of EPF (2020) 

Secretary-General of Treasury, MoF (2018) 

Deputy Secretary-General (Management), MoF 

(2018) 

Director of National Budget Office, National 

Budget Office, MoF (2016-2018) 

Under-Secretary, Strategic Investment Division, 

MoF (2014-2016) 

Director's Adviser, Asian Development Bank 

(1997-2000) 

 

The other directors of Pembinaan PFI’s board comprise bureaucrats who were appointed during 

the administration of different Prime Ministers, though these appointments are officially done 

by the Ministry of Finance. Datuk Seri Asri Hamidin, appointed during Tan Sri Muhyiddin 

Yassin’s term, was also appointed as Chairman of the controversial Digital Nasional Bhd, a  

special purpose vehicle created to implement the fifth generation (5G) telecommunications 

infrastructure, estimated to cost RM11 billion. Asri had also served as Chairman of KWAP, 

which provided a loan to Pembinaan PFI.  

 

Datuk Mat Noor Nawi was a prosecution witness in 2019 during the trial involving Najib and 

1MDB.16  Mat Noor was also a prosecution witness in the Criminal Breach of Trust case of 

former Deputy Prime Minister Datuk Seri Ahmad Zahid Hamidi, involving Yayasan Akalbudi 

in 2020.17  Mat Noor was appointed to the EPF board in 2012, during Najib’s term.  

 

Johan Mahmood had served as the CEO of Talent Corp, tasked with handling the brain drain 

problem by getting well-educated citizens residing abroad to return to Malaysia.  He later took 

up an appointment in the Economic Planning Unit (EPU) and then at the Ministry of Finance’s 

National Budget Office.  Johan was appointed to the board of Pembinaan PFI during the 

administration of the current Prime Minister, Dato’ Sri Ismail Sabri Yaakob. 

 

Tan Sri Dr. Ismail Bakar, who joined the board of Pembinaan PFI during Najib’s 

administration, was appointed in 2018 as the 14th Chief Secretary to the government, the 

highest-ranking civil servant position.  He had served at the Treasury before his appointment 

as Chief Secretary. 

  

The directors of Pembinaan PFI evidently comprised senior bureaucrats, including those at the 

Ministry of Finance. In spite of this, Pembinaan PFI was administered in a manner suggesting 

a pattern of mismanagement by sitting directors who did not perform their fiduciary duties, 

resulting in a massive accumulation of debts. 

 

 
16 https://themalaysianreserve.com/2019/07/10/src-international-transferred-to-mof-inc-without-due-diligence-says-witness/ 

17 https://www.astroawani.com/berita-malaysia/zahid-willing-settle-usd2058m-outstanding-loan-amount-daughter-take-over-company-
witness-251210. For a review of the controversy involving Yayasan Akalbudi, see C4’s report entitled “Foundations and Donations: 

Political Financing, Corruption and the Pursuit of Power”, published in 2021 (https://c4center.org/wp 

content/uploads/2021_c4center_foundations_and_donations.pdf).  

https://www.astroawani.com/berita-malaysia/zahid-willing-settle-usd2058m-outstanding-loan-amount-daughter-take-over-company-witness-251210
https://www.astroawani.com/berita-malaysia/zahid-willing-settle-usd2058m-outstanding-loan-amount-daughter-take-over-company-witness-251210
https://c4center.org/wp
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PFI began to appear as an issue of concern during the Najib administration when this policy 

was extensively deployed to implement projects through direct negotiations with funds from 

EPF and KWAP.  This was the case even though Najib had proposed major policy shifts in 

2010 in his New Economic Model (NEM), which included curbing corruption, cronyism and 

rent-seeking, ending selective patronage through affirmative action, and promoting 

competition, including ensuring that GLCs abided by the practice of competitive neutrality. 

 

Since Pembinaan PFI was designed to source funds, it had no operational function. Its funds 

were placed in a trust jointly managed by the Ministry of Finance, Accountant General’s 

Department, EPU, Prime Minister’s Department, and Ministry of Works. Projects were then 

approved by EPU, under the Prime Minister’s Department for PFI I. However, projects under 

PFI II were approved only by the Ministry of Finance. These funds were then channelled to the 

relevant ministries to implement these projects. In essence, this was no different from the 

conventional procurement process, except that the sources of funds were the pension funds, 

while off-budget government loans were given to Pembinaan PFI. 

 

 

Role of KWAP and EPF (the source of funds) 
 

The Ministry of Finance, which controlled Pembinaan PFI, also had jurisdiction over this 

GLC’s sources of funds, EPF and KWAP.18 For projects in the first round (PFI I), Pembinaan 

PFI’s funds were obtained through a loan agreement with EPF totalling RM20 billion and 

signed in 2007 during the Abdullah administration. This loan was guaranteed by a land deal 

between Pembinaan PFI and EPF. The initial loan agreement entailed repayment within five 

years. This agreement was later restructured to include another 15 years, from 2012 to 2027. 

After this loan was restructured, the interest, together with the principle, amounted to RM22 

billion.19 This led to concerns of financial exposure by EPF. When questions about this risk 

exposure were raised, EPF’s response was that the repayments by Pembinaan PFI for the RM22 

billion were to be made by the government.  EPF went on to state that all its investment 

decisions conformed with its mandate to protect the savings of its members.20  

  

 

 

 

 

 

 

 

 
18 See Appendix 1 for a list of agreements between Pembinaan PFI, Federal Lands Commissioner and EPF. 

19 https://www.parlimen.gov.my/pac/review/docs-86-87.pdf 

20 https://www.freemalaysiatoday.com/category/nation/2018/07/11/epf-gave-rm21-16-billion-to-govt-owned-pembinaan-pfi/ 
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To implement the PFI II projects, funds were raised through another loan agreement in 2012, 

this time involving EPF and KWAP, for RM10 billion.21 According to a Public Accounts 

Committee (PAC) report,22 EPF contributed RM6.037 billion, with KWAP providing the 

remaining RM3.963 billion. However, PFI II’s loan agreement was different from PFI I in that 

the parcels of land used for the lease agreements were of equal value to the loan. The PAC 

report also mentions that the lands leased under PFI II were different from those leased under 

PFI I.23  

 

The next question is this:  How does Pembinaan PFI service these loans? 

Land deals and controversial repayment schemes (the method) 

 
A day before securing the first loan of RM20 billion from EPF, Pembinaan PFI signed an 

agreement in August 2007 with the government to lease 186 parcels of land, scattered across 

the country. These parcels of government land were administered by the Federal Lands 

Commissioner, a co-shareholder of Pembinaan PFI.   

 

Although the Federal Lands Commissioner has ownership of a vast volume of land in the 

peninsula, as well as in Sabah and Sarawak, there is little public knowledge of this extremely 

important statutory body. Presently situated under the Ministry of Energy and Natural 

Resources, the Federal Lands Commissioner’s duties are carried out by the Federal Land 

Property division. Although the Yang di-Pertuan Agong, or King, appoints the commissioner 

of this statutory body, under Section 6 of the National Land code 1965, the Federal Lands 

Commissioner also assumes the role of the Director-General of Land and Mines. 

 

When the Federal Lands Commissioner was established in 1957 under the British colonial 

government to take ownership of all immovable property, it was also accorded the right to enter 

into contracts to transfer, acquire, sell or lease these land parcels as it deemed fit.  The Federal 

Lands Commissioner is also a shareholder of a vast number of GLCs, though usually holding 

only one share. This is probably because these GLCs have control of government land and any 

use of these properties would entail the need for the Federal Lands Commissioner to sign 

agreements to use, acquire or lease them. As with Pembinaan PFI, the Federal Lands 

Commissioner owns one share in MoF Inc., the government’s leading holding company. As of 

August 2018, by the government’s account, the Federal Lands Commissioner had ownership 

of 36,815 land lots covering 252,242 hectares of land.24  Interestingly, projects awarded by 

UKAS, as well as Pembinaan PFI, involve land parcels owned by the Federal Lands 

Commissioner.  

 
21 The EPF’s Chief Executive Officer when these two loans were approved in 2007 and 2012 was Datuk Azlan Zainol, while the Chairman 

was Tan Sri Samsudin Osman. The Chairman of KWAP in 2012 was Mohd Irwan Serigar Abdullah. 

22 The full PAC report on Pembinaan PFI is available at: https://www.parlimen.gov.my/pac/review/docs-81-79.pdf 

23 https://www.parlimen.gov.my/pac/review/docs-86-87.pdf 

24 See: https://pintu.instun.gov.my/assets/file/attachment/Vl52iHGk8nSIh69YHSNzX0Yk7bir3ql1.pdf 
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All lands owned by the thirteen state governments do not fall under the jurisdiction of the 

Federal Lands Commissioner. However, UKAS has implemented six PFI-based projects in 

Sabah and Sarawak, though on lands owned by the Federal Lands Commissioner.25 

 

Recent controversies related to land parcels held by the Federal Lands Commissioner involve 

two former Prime Ministers. In March 2022, the government disclosed that when Abdullah left 

office as Prime Minister in 2009, he was awarded a plot of land valued at a massive RM76 

million. The government also disclosed that Najib had applied to be awarded a plot of land 

worth RM100 million for his service as Prime Minister. When a controversy erupted over this 

matter, Najib withdrew his application (Malay Mail, 8 March 2022). 

 

Based on a search done by C4, Table 5 provides a list of some of the larger 186 land parcels. 

As Table 5 indicates, these land parcels were government buildings, hospitals/healthcare 

facilities, military and public facilities, and education-based institutions. However, the search 

also turned up some irregularities, in which some parcels of land noted in a deal did not match 

the area stated in the project. There was even a parcel of land that could not be found!26 

 
  

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 

 

 

 
 

 

 
 

 

  

 
25 Information obtained during a meeting held on 11 May 2022 with UKAS officers. 

26 A particular limitation of this search was that to obtain this information, cross-referencing was done over at least two resources: the use of 

publicly-available satellite imagery and a land search portal, rather than through a central source. This difficulty in obtaining data is a clear 

indication of lack of transparency and limited access to information about publicly-owned property. 
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   Table 5: Brief List of Land Parcels Leased to Pembinaan PFI  
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Pembinaan PFI leased these 186 land parcels from the Federal Lands Commissioner (see Figure 

1).  These leased lands were used as collateral for loans from the pension funds, ostensibly to 

ensure that EPF and KWAP would not be exposed to any risks. However, Pembinaan PFI had 

no source of income to repay these loans plus the interest. The PAC report provides a shocking  

account of how this problem was solved.27 The Federal Lands Commissioner had originally 

leased these land parcels in 2007 to Pembinaan PFI for a mere RM10. Pembinaan PFI’s 

company records indicate that, five years later, this lease rental was increased to RM5.7 

billion. This increase occurred when a lease agreement for 10 years, commencing from 2012 

and expiring in June 2022, was signed for a rental of RM5.7 billion.  Pembinaan PFI then 

sub-leased these land parcels back to the government under another agreement for a 

period of 15 years, for a massive RM29.16 billion.28 The proceeds from the government’s 

payment to Pembinaan PFI through instalments over a 15-year period for the sub-lease of these 

land parcels were to be used to service the loans.  

 

 

 

Figure 1: How the BN Government Borrowed Through Pembinaan PFI 

 

 

 

 

 

 

 

 

 

 
27 https://www.parlimen.gov.my/pac/review/docs-86-87.pdf 

28 See KiniBiz (18 May 2015): http://www.kinibiz.com/story/exclusive/167469/ten-things-you-should-know-about-pembinaan-pfi.html 
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Through this method of leasing and sub-leasing, ownership of these land parcels remained with 

the government, not transferred to Pembinaan PFI or EPF. However, this meant that the 

government was now paying rental for lands that it had been using without any cost. 

Former Kulim Member of Parliament Abdul Aziz Sheikh Fadzir described this scheme as “a 

left pocket to right pocket transaction”, adding that the federal government had to shoulder the 

rental commitments, not the Federal Lands Commissioner.29  

 

Evidently, this lease and sub-lease arrangement had nothing to do with PFI-type projects. What 

was even more appalling was that Pembinaan PFI had the discretion to raise the rental fees 

charged to the government, based on prevailing market value, which had to be honoured. 

According to The Edge Markets (26 July 2018), other assets were injected into Pembinaan PFI 

between 2010 and 2014 to raise money. These assets were to be used to secure more loans to 

finance additional projects. This report went on to say that, during this four-year period, the 

company’s non-current assets increased from RM16.96 billion to RM26.04 billion, while non-

current liabilities grew from RM16.96 billion to RM24.99 billion.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
29 http://www.kinibiz.com/story/corporate/154641/rm28-bil-pembinaan-pfi-innovative-financing-for-govt.html 
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How this Scam Perpetuates 

Patronage (who benefits and outcomes) 

Using off-budget to conceal government debt 

 

In 2015, Tony Pua, an opposition Member of Parliament, asked the government to reveal the 

nation’s actual debt level, including that of Pembinaan PFI. Pua accused then-Prime Minister 

Najib of using misleading statistics to paint a positive picture of the country’s debt situation.30 

 

This was an important point because, through these lease-cum-sub-lease agreements, the 

government could mask loan repayments for debts as rental payments. In other words, what 

should have been listed as debt servicing was being classified as an operating expenditure. 

Moreover, the rationale behind these convoluted land leases by Pembinaan PFI was that 

it allowed the government to raise additional money, off-the-books, to fund its projects. 

According to the report filed by the Auditor-General in 2013, at the end of 2012, Pembinaan 

PFI had the third-highest liabilities among “all government-owned entities”.31 By 2020, 

Pembinaan PFI’s audited accounts indicate that its accumulated liabilities stood at around 

RM26.7 billion (see Table 6).  
 

Table 6: Pembinaan PFI’s Accumulated Debts (Figures in billions) 

Funding  Repayment terms EPF KWAP Total 

PFI I 15 year (2013-2027) RM20  - RM20  

PFI II 10 years (2015-2024) RM6.037 RM3.963 RM10 

Total estimated liabilities on 

borrowings as of 2020 

Using MGS rate (4%) plus 

0.35% for 15 years 

  RM26.7 

  

The core issue about these off-budget transactions was that they helped conceal a crucial fact. 

The government, not private concessionaires, was paying for what was cited as PFI-type 

projects. These contracts did not conform with how a PFI project was to be implemented. This 

scheme allowed the government to discreetly fund a huge number of projects that were awarded 

in a non-transparent manner. Projects tabled in Parliament under PFI’s banner, along with any 

extra expenses, were not reflected in Budget announcements between 2010 to 2014.  

 

 

 
30 https://www.malaysiakini.com/news/301980 

31 https://www.malaymail.com/news/malaysia/2015/04/01/putrajaya-confirms-pembinaan-pfi-debt-pile-near-rm27b/870189 
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Under the Barisan Nasional government, the Prime Minister also held the Finance portfolio, 

which facilitated the execution of this scheme linking abuse of off-budget transactions, 

government land, and pension funds. The Prime Minister and Finance Minister effectively 

controlled all federal GLCs, public institutions, and pension funds involved in Pembinaan PFI’s 

projects.  

Benefiting privileged parties 

 

Information regarding the recipients of contracts awarded by Pembinaan PFI is difficult to 

obtain. According to the PAC, under PFI I, of the RM20 billion fund, RM18.92 billion was 

spent on 525 projects that were completed by 16 ministries.  Under PFI II, of the RM10 billion, 

RM7.24 billion was spent by 15 ministries or agencies to implement 339 projects.32 Table 7 

provides a list of projects cited as PFI-based and mentioned in reports by the Auditor General 

between 2011 and 2018. These projects listed in Table 7 are apparently monitored by 

government agencies such as EPU and the Ministry of Finance. However, whether these 

projects were meticulously monitored is questionable.  

 

 

 
 

 
 

 

 
 

 

 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 

 
32 https://www.parlimen.gov.my/pac/review/docs-86-87.pdf   
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Table 7: PFI References in Auditor-General’s Reports, 2011-2018 
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Although the projects listed in Table 7 are those classified under the PFI banner by the Auditor 

General, C4 was unable to ascertain which of them were implemented through Pembinaan PFI. 

Indeed, it appears that the Auditor General was unaware that PFI-based projects could only be 

awarded by UKAS.  Meanwhile, UKAS confirmed that all PFI projects that it had approved 

had to conform to the conditions of the policy. However, UKAS did admit that Malaysia’s 

version of the PFI had been “modified” to suit the domestic context.33   

 

C4 was also unable to determine which projects were funded under PFI I and PFI II. There was 

an extremely high and unaccountable level of secrecy in the award of projects by Pembinaan 

PFI. What is irrefutable, as Table 7 indicates, is that a substantial volume of public contracts, 

each necessitating payments amounting to a stupendous figure, had been awarded by the 

government under the impression that these projects were financed or co-funded by the private 

sector.   

 

In fact, when Irwan Serigar, then Secretary-General of the Ministry of Finance, was 

interviewed by the PAC in March 2015 about the implementation of this policy, he explicitly 

stated that the government did not fund PFI projects. According to Irwan Serigar, the 

government “only loaned 10% of the project cost, as a tipping point”.34 However, the PAC 

reached a different conclusion, stating that “private parties did not cover the implementation 

costs of the projects”.35 The documents viewed by C4 indicate that the PAC’s conclusion was 

correct.  

 

Table 8 provides a summary of the projects, reported by the Auditor General as PFI-based, that 

were reviewed by C4. This review indicates that prominent businessmen and politicians were 

recipients of projects classified as PFI by the Auditor General. Among the recipients were 

members of the United Malays National Organisation (UMNO), such as Jeffri Salim and Dato 

Zubir Embong. Another recipient was Tan Sri Tee Hock Seng, a former senator from the 

Malaysian Chinese Association (MCA) and a director of the construction-based publicly-listed 

firm, Bina Puri Bhd. Intriguingly, Bina Puri was privy to two major projects, totalling RM1.09 

billion. UMNO and MCA are the leading members of the multi-party Barisan Nasional 

coalition. Other prominent recipients include well-connected tycoons Tan Sri Syed Mokhtar 

Al-Bukhary and Tan Sri Shamsuddin Abdul Kadir. Such political-business ties suggest that 

PFI served as another policy for the practice of selective patronage. 

 

 

 

 

  

 
33 Information obtained during a meeting held on 11 May 2022 with UKAS officers. 

34 https://www.parlimen.gov.my/pac/review/docs-86-87.pdf   

35 https://www.parlimen.gov.my/pac/review/docs-86-87.pdf   
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Table 8: Summary of projects listed as PFI-type36 

Project & Cost Company  Outcomes Prominent Individuals / 

Companies 

Kolej Tentera Darat Port 

Dickson 

Cost: RM193 million37 

Sri Tinggi Sdn Bhd Poor plumbing and 

faulty wiring 

Dato Tan Seng Hu,  

Dr. Tony Tan Cheng Kiat,  

Tan Sri Tee Hock Seng 

Pagoh Higher Education Hub 

Cost: RM4.054 billion 

 

Sime Darby Property 

Bhd (GLC) & Tunas 

Selatan Construction 

Sdn Bhd 

(Via closed tender) 

Not well-managed, 

lacking teaching 

equipment and weakness 

in maintenance system 

Sime Darby Bhd 

National Cancer Institute  

Cost: RM704.6 million 

 

Kiara Teratai Sdn Bhd 

& IJM Corporation 

Bhd (via direct 

negotiation) 

Over-budget, 

unsatisfactory work 

Kiara Teratai owner, Ahmad Zaed 

Saleh Hamdi, is a known business 

associate of Syed Mokhtar Al-

Bukhary, who was a major 

shareholder in IJM Corp, through 

Zelan Bhd 

ADTEC Kemaman, Bintulu  

Cost: RM380.3 million 

 

Fire Fly Chalet Sdn 

Bhd (Kemaman) & 

Zelleco Infrastructure 

Sdn Bhd (Bintulu) 

Defects and design 

flaws, resulting in safety 

hazards. Not completed 

within original contract 

period 

Fire Fly Chalet had ex-Kuala 

Terengganu MP, Zubir Embong as a 

shareholder.  

Zelleco Infrastructure is inked to 

Jeffri Salim, affiliated with Pemuda 

UMNO in Penang 

Government Integrated Radio 

Network (GIRN) 

Cost: RM1.833 billion 

Sapura Research Sdn 

Bhd 

Back-up generators not 

working. Insufficient 

transfer of knowledge 

from private sector to 

public sector 

Tan Sri Dato’ Seri Shamsuddin 

Abdul Kadir, 

Tan Sri Dato’ Seri Shahril 

Shamsuddin, 

Dato Shahriman Shamsuddin 

Construction of Sentul 

District Police Headquarters, 

Kuala Lumpur 

Cost: RM70.36 billion 

SAFF Builders Sdn 

Bhd, also known as 

FFAS Builders Sdn 

Bhd 

483-day delay in 

delivery; no fencing 

constructed for the entire 

complex; and 

construction work was 

unsatisfactory 

 

 

 

 

 

UITM Campus; 

Seremban38 

Tapah, 

Kuala Selangor (2010) 

Total cost: RM900 millioN 

A group of PFI 

concessionaires 

 1) Menang Corporations Bhd 

2) Crest Builders Holding Bhd 

3) TRIplc Bhd (at the time of award 

was under Practice Note17) 

 

 

 
36 Appendix 2 provides case studies of some projects listed as PFI-based by the Auditor General. 

37 Kolej Tentera Darat project was approved as a PFI project under the Ninth Malaysian Plan: 

https://www.theedgemarkets.com/article/several-hiccups-cost-running-army-college-rises-rm190m 

38 https://www.theedgemarkets.com/article/nearly-rm900m-contracts-given-out-3-uitm-campuses-under-pfi 

https://www.theedgemarkets.com/article/several-hiccups-cost-running-army-college-rises-rm190m
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UiTM Campus in Sarawak39 

Cost: RM300 million (2011) 

Bina Puri Bhd  Dato Tan Seng Hu,  

Dr. Tony Tan Cheng Kiat,  

Tan Sri Tee Hock Seng, 

Datuk Matthew Tee Kai Woon 

Federal Roads slope 

management 2018 

Cost: RM40 million 

 

Pintas Utama Sdn Bhd Preventive slope 

maintenance only 

completed 56 out 946 

slopes 

Pintas Utama was named in the 

corruption trial of Datuk Seri Abdul 

Azeez Abdul Rahim in 2019, though 

he is not listed as a shareholder of 

this company. 

 Source: Auditor General’s Reports (2011-2018)   

 

The information in Table 8 is by no means a comprehensive list of those who secured contracts 

through Pembinaan PFI or UKAS. There is also little public information on the outcomes of 

these projects. Since PFI-type projects were awarded in secrecy through the public procurement 

process, which falls under the Official Secrets Act (OSA) and as off-budget expenses, C4 could 

only gather a limited volume of information. There is also no indication that KPIs were 

imposed when the contracts were awarded, a standard stipulation in PFI projects. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
39 https://sarawak.gov.my/web/home/news_view/119/117 
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Key PFI Outcomes 
 

This review of the implementation of PFI-based projects indicates that there are 

a number of serious problems with this policy: 

 

 

● The contracts awarded by Pembinaan PFI are not for PFI-type projects, even 

though the name of this company suggests that it was created to implement this 

policy. 

 

● The PFI policy and Pembinaan PFI have evidently been abused to benefit 

politicians, GLCs, and well-connected companies. 

 

● Pension-based EPF and KWAP have been abused, involving a huge volume of 

funds, which have benefited those who secured projects from Pembinaan PFI. 

 

● Government-owned land parcels, situated under the Federal Lands 

Commissioner, have been mishandled to generate funds for Pembinaan PFI to 

finance these projects. 

 

● Projects were awarded through direct negotiations without any public disclosure 

of the terms of these contracts. 

 

● Off-budget spending of Pembinaan PFI projects clearly serves to conceal 

government expenditure, as well as the volume of debts accumulated by public 

institutions. 

 

● Completed projects have been of poor quality, with budget over-runs and serious 

wastage of funds (see Table 9). 
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Table 9. Examples of Significant Wastage in Projects Classified as PFI 

Project & Cost Reason Wastage 

Kolej Tentera Darat Port 

Dickson  

Cost: RM193 million 

Increased expenses RM15 million 

National Cancer Institute 

Cost: RM704.6 million 

 

Revised budget: from 

RM338 million to 

RM704 million 

RM366 million (additional revised budget) 

RM14.6 million additional expenses on top of 

the RM704 million 

ADTEC Kemaman 

Cost: RM133.69 million 

 

Revised Budget: 

from RM120 million 

to RM135.52 million 

Actual expense was RM133.69 million, an 

increase of RM13.69 million from the 

original budget 

Government Integrated 

Radio Network (GIRN) 

Cost RM33 billion 

Poor monitoring of 

financial expenses 

RM499.18 million paid without confirmation 

of the KPI report for claims on project 

maintenance40 

Construction of Sentul 

District Police Headquarters, 

Kuala Lumpur 

Cost RM70.36 million 

Variation orders Increase expenditure from original contract 

value of RM64 million to RM70.36 million41 

Source: Auditor General’s Reports (2011-2018) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
40 https://www.nst.com.my/news/nation/2021/10/740547/rm49918million-paid-without-confirmation-girn-project-maintenance-cost 

41 https://www.parlimen.gov.my/pac/review/docs-87-84.pdf 
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Explaining this Scandal  
 

The projects implemented through Pembinaan PFI provide important insights into the structure 

of the state, that is how it has been constructed to facilitate abuse of power through a well-

publicised public policy, PFI. This extremely complex structure encompasses control of the 

bureaucratic and financial arms of the state, as well as monitoring agencies. Even after reports 

were published of government misconduct through Pembinaan PFI, it was difficult to 

comprehend how this abuse of power was executed. 

 

Within this state structure, with the introduction of PFI, government leaders (politicians 

and bureaucrats) moved to link an ensemble of key public institutions to implement 

projects under the policy’s name. EPF and KWAP were used to obtain loans amounting 

to RM30 billion – with government land parcels used as collateral – to fund public 

projects awarded in a non-transparent manner to well-connected people and GLCs. The 

leasing of a huge number of land parcels to Pembinaan PFI by an obscure but important GLC, 

Federal Lands Commissioner, for a mere sum of RM10, though subsequently increased to 

RM5.7 billion, who then sub-leased them back to the government for RM29 billion was a 

flagrant abuse of power. The government was paying Pembinaan PFI high rental fees for 

parcels of land it previously used at zero cost.  

 

The institutions involved in the PFI scandal – Pembinaan PFI, EPF, and KWAP – are 

ultimately controlled by the Ministry of Finance. Pembinaan PFI is owned by two 

statutory bodies, MoF Inc. and the Federal Lands Commissioner. Since there is little public 

knowledge of MoF Inc. and the Federal Lands Commissioner, nor of the volume of assets they 

each own, politicians have been able to abuse them at will. The people responsible for ensuring 

that this well-assembled patronage machinery functions properly are ultimately bureaucrats, 

under the dictate of politicians in the Cabinet, though primarily the Ministry of Finance. 

Interestingly, no politician was listed as a director of Pembinaan PFI. No member of the EPF 

sits on the board of Pembinaan PFI,42 though this pension-based institution is the primary 

source of funds for this obscure GLC. What is of concern is that serious abuse of fiduciary 

duties had occurred by bureaucrats who served as directors of Pembinaan PFI.  

 

However, there was clear subservience of bureaucrats to politicians in power. The beneficiaries 

of Pembinaan PFI’s projects were determined by Cabinet members. The PAC disclosed that a 

total of 864 projects were issued by 16 ministries through Pembinaan PFI. Since all ministries 

are able to implement projects through Pembinaan PFI, cabinet ministers can use this GLC for 

the practice of patronage. However, the ultimate decision-making power is with the Minister 

of Finance. UMNO members clearly benefited from Pembinaan PFI projects. The other 

beneficiaries were well-connected companies, such as Bina Puri which was owned by an MCA 

 
42 Information obtained from senior officials of the EPF during a meeting held on 27 June 2022. 
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member, prominent GLCs like Sime Darby, and individuals who have persistently been privy 

to government patronage such as Syed Mokhtar and the Shamsudin family.  

 

Other contentious government practices, long of public concern, feature in this scandal. The 

off-budget system, frequently critiqued for being persistently abused, was used to shield 

from the public how Pembinaan PFI’s projects were funded. The use of direct negotiations 

when awarding contracts, where there is no transparency, is another long-critiqued government 

practice. There is little knowledge of these projects as they are awarded through the 

procurement process, which falls under the Official Secrets Act (OSA).43 However, as this C4 

report indicates, when contracts are awarded through direct negotiations, the government does 

not get the best private concessionaires. This has resulted in projects that are unsatisfactorily 

completed, which then require more money to rectify, leading to budget over-runs.  

 

Of concern too is that this scandal brings to light the role of the Federal Lands Commissioner. 

This one public institution owns a substantial volume of land, while the practice of leasing 

these properties has been employed by the government since the 1950s. This scandal reveals 

how government land has been covertly exposed to much abuse, including serving as 

collateral to obtain loans from pension funds, while the government is paying Pembinaan 

PFI high rental fees for parcels of land it previously used at zero cost. This Pembinaan PFI 

controversy raises another question: how can pension funds be used to finance government 

projects covertly channelled to well-connected people and companies? Even if the financial 

risk is guaranteed by the government and collateral is provided by the Federal Lands 

Commissioner, payment of Pembinaan PFI’s projects will ultimately be paid using taxpayers’ 

money. 

 

The impotence of oversight institutions is demonstrably obvious in this scandal. The PAC 

investigated this matter and issued a report clearly stating that the PFI policy had not been 

correctly implemented. The government paid no heed to this PAC report, with the 

implementation of Pembinaan PFI’s projects still proceeding in an inappropriate manner.  The 

Auditor-General has repeatedly stressed the problems with PFI-based projects, including that 

Pembinaan PFI had accumulated a huge volume of liabilities. The Malaysian Anti-Corruption 

Commission (MACC) began an investigation into Pembinaan PFI in 2018 after interviewing 

Member of Parliament Dr. Ong Kian Ming, who had been speaking on this matter.44 Four years 

on, MACC has not released any information about its investigation into Pembinaan PFI, 

suggesting also the limited ability of its officers to undertake the investigation of complex 

cases.  

 

 

 

 

 
43 The National Anti-Corruption Plan (NACP) 2019-2023 has listed public procurements as one of the six major risk areas for corruption. The 

highest volume of complainants for corruption involves the procurement sector, constituting 42.8% of the total complaints. 

44 https://themalaysianreserve.com/2018/07/11/pembinaan-pfis-dealings-under-maccs-scrutiny-2/ 
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This scandal highlights extensive abuse of power to practice selective patronage. The 

dominance of the executive arm of government over public institutions and monitoring bodies 

is patently discernible, indicating that there is insufficient check and balance in the governance 

system. Indeed, although the PAC exposed serious transgressions during PFI’s 

implementation, parliamentarians did not actively debate this report, a reason why no change 

has occurred. 
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Immediate Demands 
 

Based on this study and the grave concerns it raises, C4 demands: 

 

 

● Immediate establishment of a Royal Commission of Inquiry to investigate 

abuse of power through Pembinaan PFI. 

 

● Identify all parcels of land owned by the Federal Lands Commissioner 

that were used as collateral for loans and determine how to stop rental 

payments for them. 

 

● List all beneficiaries of contracts awarded by Pembinaan PFI and those 

classified as PFI by UKAS. This list is to be publicly disclosed, including 

the value of the projects, duration, payment terms, and KPIs.  

 

● Review expenditure of all projects implemented by Pembinaan PFI, 

including those classified as PFI by UKAS. 

 

● Make public the findings of the MACC following its investigation of 

projects implemented by Pembinaan PFI. 

 

 

 

 
 

 

 

 

 



29 
 

Recommendations 
 

The way the PFI policy has been implemented and how Pembinaan PFI has 

accumulated debts are issues of profound concern. In order to promote greater 

accountability and higher transparency for future public projects, the following 

are C4’s recommendations: 

 

i. Review of PFI:  

An immediate appraisal of this policy and its application to ensure that it is in line with 

accepted international practices.45 It merits mention that the British government ceased 

implementation of this policy in 2018.46 

 

ii. Review of Federal Lands Commissioner:  

Ensure the land bank owned by the federal government is managed well. Create a register 

of all federal government-owned land.47 A similar public register of assets owned by 

MoF Inc. should be created. 

 

iii. Open Tenders:  
Public contracts must be issued through open tenders that are transparent and promote 

competition.  

 

iv. Review use of Off-budget Expenditure:  

Introduce a limit for Off-budget expenses, taking into account future public expenditure 

and other contingent liabilities.  

 

v. Public Procurement Legislation:  

The government needs to introduce legislation on public procurements, as noted in the 

National Anti-Corruption Plan. This is to ensure better laws are in place to regulate 

procurement activities, improve efficiency, increase competition, as well as ensure 

transparency while maintaining a balance between the rights of contracting parties and 

national security.  

 

  

 
45 UKAS officers disclosed that federal ministers, when holding office in the Prime Minister’s Department, had complaints about PFI-type 

projects, including that they were too expensive and a burden on the government. Information obtained during a meeting held on 11 May 

2022 with UKAS officers. 

46 See: https://commonslibrary.parliament.uk/goodbye-pfi/.  

47 A similar publicly accessible land asset register should be created in all thirteen states in the federation. This is imperative as the federal and 

state governments have the authority to allocate public land to private owners, something done with little accountability and in a non-

transparent manner.  

https://commonslibrary.parliament.uk/goodbye-pfi/
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vi. Defining and Regulating the Powers of Ministers:  

To adopt Strategic Objective 3.1.6 of the National Anti-Corruption Plan to create 

accountability and transparency in defining and regulating the powers of Ministers when 

dealing with public procurements and financial issues.  

 

vii. Select Committee under Parliament:  

A Select Committee to be appointed to monitor and supervise all PPP projects with the 

assistance of UKAS. The current monitoring mechanism is deficient and subject to abuse 

of power as UKAS is under the purview of the Prime Minister’s Department.  

 

viii. Improve how the MACC Functions:  

The Commissioner’s appointment requires two-thirds majority approval in Parliament to 

ensure MACC’s independence from the executive arm of government. A Select 

Committee must oversee the workings of the MACC. Professionals, such as lawyers and 

accountants from financial institutions, must be seconded to the MACC to help 

strengthen investigation in areas that require specialised expertise.48 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
48 This study confirms that the MACC needs help from professionals when dealing with financially complex cases.  
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Appendix 1:  
 

List and timeline of some agreements signed by Pembinaan PFI with 

the Government, the Federal Lands Commissioner (FLC) and EPF. 
 

 
      

Source: Companies Commission of Malaysia - Annual accounts of Pembinaan PFI 
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Appendix 2: Case Studies 

The following Case Studies are of projects classified as PFI in the Auditor General’s Reports. 

However, not all these projects were implemented through Pembinaan PFI. These Case Studies 

are provided here to offer insights into how such projects are awarded and implemented, as 

well as some of their outcomes. These Case Studies also offer important insights into the 

recipients of these PFI-based projects.   

 

Kolej Tentera Darat Port Dickson 

 

This project was listed in Series 2 of the 2012 Auditor-General’s report. The project, to be 

completed in 36 months, from 16 June 2008 until 15 June 2011, with a cost of RM175.3 

million, was marked as being “less than satisfactory”. The report also noted that the project had 

gone over its budget, had a non-ideal design that led to inconvenience, administrative issues 

and additional costs outside the scope of the contract which were undertaken without approval. 

 

The project was offered to Sri Tinggi Sdn Bhd through a direct negotiation. One of Sri Tinggi’s 

owners, Dato’ Tan Seng Hu, is a cousin of ex-MCA treasurer-general Tan Sri Datuk Tee Hock 

Seng, also an ex-senator. Tee is the group managing director of Bina Puri Bhd, founded by Dr 

Tony Tan Cheng Kiat, who is his uncle, and also the father of Tan Seng Hu. 

 

The Auditor-General noted that the initial cost for the project was RM150 million. This was 

increased to RM175.3 million following an evaluation by the quantity surveyors of the Housing 

and Construction Directorate of the Royal Army Engineers Regiment. 

 

However, the work provided by Sri Tinggi was deemed unsatisfactory following the audit, with 

problems such as pools of water on the floors, poor plumbing and faulty wiring. While the 

Ministry of Defence stated that the contractor would fix these problems, these issues indicate 

poor quality work. 

 

Another issue was that of unapproved funds for “loose furniture”. This “loose furniture”, while 

comprising actual furniture such as side-tables, chairs and bedroom sets, also included ICT 

infrastructure, such as a server room and network switching system, additional fibre-optic 

cables and ICT fibre and patch panels. 

 

The loose furniture totalled RM7.52 million, but was not part of the original scope of work, 

nor was it approved in the first place. That the work proceeded, with the bill later issued, was 

clear circumvention of proper procedure, as well as lack of transparency and poor governance 

on the part of those monitoring the project. 

 

The audit report called for the Ministry of Defence to ensure careful transparent spending with 

a clear trail, and for an investigation committee to be set up to identify the individuals who 

went ahead with the unapproved work. 
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Pagoh Higher Education Hub 
 

A project under the jurisdiction of the Ministry of Education, the Pagoh Higher Education Hub 

(PHEH) entailed the construction of a cluster of higher education institutes, with approval by 

the Cabinet in 2011. 

 

The project, awarded through a closed tender selection process, was implemented by Sime 

Darby Property Bhd, a subsidiary of publicly-listed Sime Darby Bhd, a major GLC 

conglomerate with an interest in plantations, property development, healthcare and industrial 

equipment. PHEH’s costs were fronted by Sime Darby Property, with the project built on land 

owned by another Sime Darby subsidiary, Sime Darby Plantation Bhd. 

 

Four subsidiary companies were incorporated to act as concessionaires for each institute. 

According to the audit report, the total commitment of the government to the concessionaires 

in the concession period (23 years from start of construction in May 2014) was RM4.054 

billion. 

 

While the audit found that the required structures were built within the three-year construction 

period, the concessionaires were unable to provide all required teaching implements. This 

hampered teaching and subsequently enrolment at the learning institutes. The audit also found 

that the project was not managed well, with weaknesses in the terms of the concessionaire 

contract, the implementation of the project by the concessionaires and oversight by the Ministry 

of Education and UKAS. 

 

Work was conducted contrary to specifications in some instances. One concessionaire had 

made a repurchase agreement transaction worth RM29.06 million from the maintenance 

reserve fund joint account it shared with Tun Hussein Onn Malaysia University, without the 

permission of the university. This was against the letter of the contract, indicating again poor 

due process and oversight. 
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National Cancer Institute 
 

The audit of the National Cancer Institute (NCI) was in Series 1 of the Auditor-General’s report 

in 2014. This audit indicated that the Public Works Ministry, with the approval of the Ministry 

of Finance, had selected a joint-venture company as the contractor to build the NCI, through 

direct negotiation. This joint-venture had Kiara Teratai Sdn Bhd as the majority shareholder 

with a 60% stake, with the other 40% held by IJM Construction Sdn Bhd, a subsidiary of IJM 

Corporation Bhd, a GLC.49 

 

The project, originally slated for RM690 million, saw the need for a further RM14.6 million, 

due to price adjustments in the contract and changes in work orders. However, the audit 

discovered unsatisfactory work, such as leaking cooling tower tanks and unusable isolation 

rooms as they did not meet specifications. 

 

The owners of Kiara Teratai are Ahmad Zaed Saleh Hamdi and Hashim Hasan. Ahmad Zaed 

is a known associate of Tan Sri Syed Mokhtar Al-Bukhary, through shared interests in MMC 

Corporation Bhd and Tradewinds Corporation Bhd.50  Syed Mokhtar also has his links to the 

IJM group through his company Zelan Bhd.51 Additionally interesting is the fact that the 

shareholders of IJM Corp include EPF, KWAP and Mof Inc., all key figures in the Pembinaan 

PFI controversy. 

 

 

Beneficiaries trail: 

 

  

 
49 https://www.theedgemarkets.com/article/ijm-jv-secures-rm690m-contract-national-cancer-institute 

50 https://www.theedgemarkets.com/article/cover-story-what-syed-mokhtars-plan-media-prima 

51 https://www.theedgemarkets.com/article/cover-story-ijm-transformation-changing-guard 

https://www.theedgemarkets.com/article/ijm-jv-secures-rm690m-contract-national-cancer-institute
https://www.theedgemarkets.com/article/cover-story-what-syed-mokhtars-plan-media-prima
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ADTEC 
 

This audit involved a review of three Advanced Technology Training Centers (ADTEC), in 

Kemaman, Bintulu and Jerantut. The ADTEC programme, introduced to provide vocational 

training, was under the purview of EPU, the development department of the Human Resources 

Ministry and the project management unit of the Civil Works Ministry. 

 

These three ADTECs were part of an audit of four ADTECs in the 2011 Auditor-General’s 

report. All four ADTECs were not completed within their original contract periods and there 

were defects and design flaws resulting in safety hazards within the buildings, such as having 

electric sockets right next to shower heads, as well as pools of water in common areas due to 

poor drainage and defective work. 

 

The construction of the three ADTECs were funded via PFI and with contract costs of RM120 

million, RM165 million and RM95.3 million for Kemaman, Bintulu and Jerantut respectively. 

The Kemaman and Bintulu projects were awarded via direct negotiations, while Jerantut was 

awarded through limited tender. A common feature about the companies that secured these 

contracts was that they had no experience in terms of large-scale work, such as these ADTECs. 

 

There is limited information about Fire Fly Chalet Sdn Bhd, which was awarded the contract 

in Kemaman, other than that it was acknowledged as a construction firm in Kuala Terengganu. 

Ex-Terengganu State Assembly Speaker, Dato Zubir Embong, was identified as a shareholder 

of the company, but it is unclear if he was a shareholder when the contract was awarded. 

 

Zelleco Infrastructure Sdn Bhd, the recipient of the contract in Bintulu, is connected to Jeffri 

Salim, who was part of Pemuda Umno, from 2013 to 2016, which was after the audit of this 

project. While this is noted as a past shareholding, it remains unclear when or if the shares were 

sold. 

 

SM Pelangi Sdn Bhd, which secured the Jerantut project through a limited tender, claims to 

have established itself as a contractor in 1982. However, it is unclear whether the company is 

still active as its online presence is a social media page which was last updated in 2017. 
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