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WHY THE NEED TO REFORM PUBLIC 
PROCUREMENT POLICY?

• Public procurement is one of the government activities most vulnerable to corruption and it is a complex 

problem which covers a wide range of illegal activities.”

- Former Auditor General Tan Sri Ambrin Buang

• Estimated that the country suffers about RM20 billion in losses every year through monetary leakages via 

corruption, wastage and money laundering

- Former Deputy Prime Minister Anwar Ibrahim

• Estimated that poor procurement practices in Malaysia causes losses of up to RM10 billion a year, about 6% of 

the total value of Malaysia’s public procurement

- Tricia Yeoh, IDEAS



UNITED NATIONS CONVENTION AGAINST 
CORRUPTION (UNCAC)

• A state party since 2008

• Article 9 of the UNCAC, a State Party is obliged to 

take the necessary steps to establish appropriate 

systems of procurement, based on transparency, 

competition and objective criteria in decision-making, 

that are effective, in preventing corruption



PUBLIC PROCUREMENT POLICY OF 
MALAYSIA



OBJECTIVE OF PUBLIC PROCUREMENT 
POLICY OF MALAYSIA

a) to ensure continuous supply of materials and services to meet the Government needs 

from the best and reliable sources; 

b) to ensure efficient, effective and ethical procurement practices to enable the 

Government to achieve best value for money without compromising on quality, 

delivery and other price and non-price factors; 

c) to stimulate and encourage the growth and development of local industrial sector be 

means of transfer of technology and expertise; 

d) to promote alternative and multiple sourcing through supplier/vendor development.



PRINCIPLES OF PUBLIC PROCUREMENT 
POLICY OF MALAYSIA

Public 
accountability; 

Transparency; 

Value for 
money; 

Open and fair 
competition; 

and, 

Fair dealing



TYPE OF PROCUREMENT

Type of Procurement Methods of Procurement

Direct Purchase Quotation/Closed 

Tender

Open Tender

Goods and Services Up to RM20,000 RM20,000 - RM500,000 Above RM500,000

Works Up to RM20,000 RM20,000 - RM500,000 Above RM500,000



PROBLEMS IN PUBLIC 
PROCUREMENT



Project Original Completed Delays Procurement Method

1 Kuching New Prison RM135 m RM221 m 8 years Direct negotiation

2 Living Quarters for Military Personnel RM1.740 b RM3.2 b 1240 days All direct negotiation, limited tender or 

quotations except one

3 Hospital information system RM334.02 m

4 Purchase of Shoes RM6.86 m

5 Kuantan New Court Complex RM157.34 m 560 days

6 Sultanah Nora Ismail Hospital Upgrading 

Project

RM200.7 m 90 days Direct negotiation

7 Tampin Hospital Project RM138.39 m 494 days

8 Upgrading of Jalan Klang Lama RM19 m Direct negotiation

9 Infrastructure Construction for Helicopter 

EC725

RM108.89 m RM127.29 m Failed to 

complete

Open tender

10 Integrated Transport Information System RM373.73 m

11 15 Procurement of MPPP RM12.37 m 36 – 387 days

12 Building construction by Machang and Tumpat

District Council

RM3.29 m Direct negotiation

13 12 projects of Baling and Sik District Council RM225, 594 Direct purchase instead of quotation

14 22 projects of Tambunan District Council RM150,037 Direct purchase instead of quotation

Cases of Problematic Projects from Auditor Report 2010 - 2015



1. LACK OF ADEQUATE ANNUAL PROCUREMENT 
PLANNING
• Lembaga Tabung Haji Berhad spent RM3.87 million 

on 566 unoccupied beds for Haji pilgrims in 2015

• Malaysian Immigration Department was found to 

have spent RM10.3 million on biometric systems 

and equipment in its implementation of the 

Malaysian Immigration System (myIMMs) which 

many ended up unused

• Do we need 12 mega-dams in Sarawak under the 

Sarawak Corridor of Renewable Energy (SCORE) 

by 2020 when the 1200 MW-capacity Bakun dam is 

only operating at ¾ of its capacity now, generating 

900MW of electricity.

Immediate steps to be taken:

❖ Conduct consultation with stakeholders 

on what is needed.

❖ Appoint expert as advisers when 

necessary to help ensure projects are 

on sound footing.

❖ All needs assessment, market survey 

and cost and benefit analysis should be 

recorded and made readily available for 

internal and external audit.



2. POOR DEVELOPMENT OF SPECIFICATION

• Kuantan New Court Complex - it was found that the 

construction design of the Complex was not suitable or 

practical. The cost of the Complex increased by RM19.56 

million due to the poor planning in design and scope of 

works

• Shoes purchased by the Royal Customs Department -

7,659 pairs of new shoes worth RM602,089 were 

disposed because they did not meet the specifications 

and were deemed unsuitable to be used

• Equipment purchased by Malaysian Rubber Board –

Equipment worth RM32.7 million had not been utilized 

for various reasons, including a delay in the completion of 

the latex processing factory, the need for research has 

not arisen and machine components to produce a 

product had not been bought

Immediate steps to be taken:

❖ In the annual procurement plan of all 

government agencies, the method of 

procurement should be stated clearly 

for all procurement items. The Treasury 

Circular TK2 should be amended in line 

with this requirement. 

❖ Output or outcome-based specifications 

should be used.

❖ Appoint expert as advisers when 

necessary to help in developing 

specifications.



3. ABUSE OF PROCUREMENT METHODS -
SPLITTING OF CONTRACTS

• University Malaysia Sabah - the Auditor General Report 2015 found that 

the university authority split a procurement amounting to RM210,297 

into smaller amounts, to use the method of direct purchase instead of 

call for quotations. Purchase price difference for A4 paper and toner of 

the same type between 2013 and 2015 ranged from 7.1% to 379.6%

• Machang District Council and Tumpat District Council - procurement of 

supplies and services exceeding RM20,000 was not done through 

quotation

• Baling District Council - 12 work and service procurements worth 

RM225,594 were made through direct purchase instead of quotations

• Tenom District Council and Nabawan District Council - a total of 6 and 

22 procurements worth at RM21,491 and RM150,037 were procured 

via direct purchase instead of quotation/tender 

Immediate steps to be taken:

❖ Reduce the threshold for 

procurement of goods, services and 

works using the method of quotation 

from RM500,000 to RM200,000.

❖ Standardize the threshold for tender 

for goods, services and works in 

Treasury Circular PK 2 and PK 2 

Lampiran 2.21 on Guidelines for 

Tender Evaluation. 

❖ Internal audit should be conducted 

randomly and regularly to detect and 

prevent practices of splitting of 

contracts and compliance of 

procurement policy.



4. ABUSE OF PROCUREMENT METHODS – NO 
OPEN TENDER

• ECRL - costs about RM30 billion, but was awarded without open tender at an alleged 

inflated price of RM55 billion to the China Communication Construction Company 

Limited (CCCC)

• Scorpene-class submarines – procured by the Defense Ministry for one billion Euros 

(about RM4 billion) from DCNS in 2002 with alleged kickbacks of RM540 million in the 

form of commission paid to Perimekar Sdn Bhd, which is purportedly linked to Razak

Baginda and that the payment ultimately benefited Najib Razak, then Defense Minister

• Shah Alam Hospital - Sunshine Fleet Sdn Bhd (SFSB) was appointed by the Ministry of 

Health through direct negotiation instead of an open tender. The project incurred a loss of 

RM68.53 million after SFSB failed to carry out construction of the hospital, which was to 

have a capacity of 300 beds. The project was transferred to Gadang Engineering (M) Sdn

Bhd in 2011 with a new contract price worth RM410.87million.

• Kuching New Prison – A project that cost RM165 million, was initially awarded to WMM 

Holdings Sdn Bhd through direct negotiation and not an open tender. However, due to the 

failure of WMM Holdings Sdn Bhd to complete the project within the stipulated contract 

period and extension of time approved, the project was later awarded to TSR Bina Sdn. 

Bhd. through an open tender in 2005 to complete the abandoned project. As a result, the 

actual total cost of the project increased to RM221.11 million

Immediate steps to be taken:

❖ The Ministry of Finance must lead by 

example by following strictly its own 

rules and regulations on open tender.

❖ Review annual procurement plan of all 

government agencies and ensure 

method of procurement is stated in all 

projects and the compliance with the 

requirements for open tender.

❖ Establish an independent internal audit 

unit on the compliance of procurement 

policy.



5. LACK OF TRANSPARENCY IN PUBLIC 
PROCUREMENT INFORMATION









6. OPAQUE EVALUATION AND DECISION-
MAKING PROCESSES

Type of 

Procurement

Quantum Procurement 

method

Evaluation Process Decision Maker

Goods and 

services

< RM20,000 Direct purchase Market survey Head of department

RM20,000 –

RM500,000

Call for Quotation • Technical Evaluation Committee

• Price Evaluation Committee

Quotation Committee

>RM500,000 Open Tender • Technical Evaluation Committee

• Price Evaluation Committee

• Tender Board A (> 

RM20m)

• Tender B (< 

RM20m)

Works < RM20,000 Direct appointment Evaluation Committee Head of department

RM20,000 –

RM500,000

Call for Quotation Evaluation Committee Quotation Committee

>RM500,000 Open Tender Evaluation Committee • Tender Board A (> 

RM20m)

• Tender B (< 

RM20m)



MEMBERS OF TENDER BOARD A AND B
Type of 

Procureme

nt

Type of 

Tender Board 

Quantum Members

Goods and 

Services

Tender Board A > RM20 million • Chief secretary of ministry or the deputy  as chairperson

• Representative of chief secretary of Treasury

• Director General of Public Works Department or representative

Tender Board B < RM20 million • Chief secretary of ministry or the deputy  as chairperson

• A division secretary or head

• An officer from the ministry or other departments that can contribute 

in terms of knowledge and experience in relation to the goods or 

services procured

Works Tender Board A > RM20 million • Director-General of Public Works Department or the deputy as 

chairperson

• Representative of chief secretary of Treasury

• Representative of chief secretary of Public Works Department

Tender Board B < RM20 million • Director-General of Public Works Department or the deputy as 

chairperson

• A representative of chief secretary of Public Works Department

• An officer from the ministry or other departments that can contribute 

in terms of knowledge and experience



7. LACK OF PROJECT MANAGEMENT AND 
EVALUATION OF PERFORMANCE OF 
CONTRACTORS

• Kuching new prison - Prison Department of Malaysia did not have any 

technical personnel to monitor the construction of the new prison and 

payments were approved despite poor quality works and maintenance

• New sewerage system – A project with budget allocation of RM3.162 

billion, the effluent quality of 9 out 16 sewerage treatment plants (56.2%) 

did not meet the effluent discharge standards set by the Department of 

Environment due to lack of monitoring by the Sewerage Services 

Department that procured the project

• Hospital information system maintenance project procured by the 

Ministry of Health - overpayment of RM0.54 million to the contractor 

(Systematic Conglomerate) for claim of vacant/absent HIS project team 

members due to lack of monitoring by the Ministry. An estimated difference 

of up to RM23.95 million between payment claims made to the Ministry and 

actual payment incurred by the contractor and hardware which did not 

require maintenance were included in the list of hardware maintenance 

causing an increase of RM1 million in maintenance cost

Immediate steps to be taken:

❖ Consultant should be employed to 

monitor, manage and evaluate projects 

when necessary.

❖ Performance report of 

vendors/contractors for each public 

procurement should be kept in a 

database that is accessible to all 

government agencies for reference in 

procurement management.



8. LACK OF LEGAL ACTION ON NON-COMPLIANCE 

• Building living quarters for military personnel – procured by the 

Ministry of Defense. The contractor Syarikat USL was fined RM87.12 

million for delays, but payment was waived by the Finance Ministry 

following an application by the Ministry of Defense. The Auditor General 

criticized the decision as the exemption of the fine caused losses and 

undermined the government’s interest. The Auditor General also 

recommended that the Ministry of Defense blacklist Syarikat USL.

• Sultanah Nora Ismail Hospital upgrading project - the Auditor 

General recommended that the contractor Sejagat Bakti be slapped with 

Liquidated and Ascertained Damages (LAD) of RM13.34 million, even with 

an issued Certification of Practical Completion (CPC) despite the project 

being incomplete and plagued with a slew of issues and non-compliance. 

The LAD was eventually imposed by the Works Ministry after a second 

extension application by the contractor was rejected by the Works 

Ministry. However, the Finance Ministry approved the LAD exemption for 

Sejagat Bakti on 3 July 2015

Immediate steps to be taken:

❖ Disciplinary action should be taken 

by the head of agency or controlling 

officer on public officials for non-

compliance of public procurement 

policy.

❖ For more serious cases involving 

corruption and bribery, criminal 

legal action should be instituted 

against perpetrators.



9. LACK OF EXTERNAL OVERSIGHT MECHANISM

• Auditor-General’s Office

- Provide good external audit of public procurement, but often too late and does not have power 

to take legal action on perpetrators

• Malaysian Anti-Corruption Commission

- Lacks independence and pro-active measures to conduct investigation of problematic public 

procurement cases

• Public Accounts Committee

- Lacks independence and limited resources to conduct inquiry into leakages, wastage and 

corruption in public procurement    



CONCLUSION

• Despite clear objective, principles, system and processes on public procurement by the 

government, leakages, wastage and corruption in public procurement are massive and 

widespread.

• Main problems lies with the lack of implementation/enforcement against public officials and 

vendors

• Implementation/enforcement will not take place without disciplinary actions against 

violators/offenders/perpetrators

• An urgent need for strong and independent external oversight mechanisms on public 

procurement



6 STRATEGIES TO REFORM PUBLIC PROCUREMENT

1. Review and update the existing public procurement policy

2. Enhance the disclosure of public procurement information

3. Take legal and disciplinary actions on public officials and vendors that committed 

offences

4. Strengthen internal audit mechanisms

5. Strengthen external oversight mechanisms

6. Building culture of integrity and anti-corruption



RECOMMENDATIONS ON INTERNAL 
CONTROL MECHANISM (1)

1. Conduct Proper Needs Assessment, Cost and Benefit Analysis and Market Survey before 

Embarking on Procurement

2. Annual Planning of Procurement should be Conducted by All Government Agencies

3. Reduce procurement threshold of goods and services using the method of quotation 

from RM500,000 to RM200,000

4. Make MYPROCUREMENT website a One-Stop Procurement Portal for All Public 

Procurement of Federal Government and Agencies

5. Establish and review annually database of good suppliers/contractors with good track 

record and bad suppliers/contractors



RECOMMENDATIONS ON INTERNAL 
CONTROL MECHANISM (2)

6. Publish Bill of Quantity, Specifications and Design, methods of procurement 

procedure used and criteria for selection for all public procurements

7. Publish Decisions on Award of Contract and the Justification for Selection 

and Rejection

8. Outline steps to be taken to improve monitoring of production of goods 

and services as well as construction process of works and inspection of final 

products in Treasury Circular Letters and Instructions

9. Rotate members of the Agency Procurement Board regularly



RECOMMENDATIONS ON INTERNAL 
CONTROL MECHANISM (3)

10. Assets declaration by public procurement officials

11. KPI and Incentives for Procurement Officials

12. Strengthen Internal Audit Mechanism in all Government Agencies



RECOMMENDATIONS ON EXTERNAL 
OVERSIGHT MECHANISMS

1. Establish a Government Task Force to Review and Reform Procurement 

Regime

2. Strengthen the role of the Auditor General’s Office in public procurement

3. Establishment of Independent Ombudsman Office as a Public Complaint 

Channel

4. Establishment of Special Ombudsman Office on Defense Procurement

5. Establish Constitutional and Independent Body on Anti-Corruption


