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PREFACE

Abandoned housing projects in Malaysia have become a
chronic problem in the property development landscape since
the 1970s, posing an uncontrollable issue in the housing
industry that undermines public trust and leaves thousands
of purchasers without remedies. Despite numerous legal,
planning, and regulatory frameworks, these projects persist,
highlighting systemic failures and legal inadequacies.
The principal problem lies in the fragmented, weak and
inconsistent enforcement of land, housing, planning, building,
insolvency, and Islamic financial laws, which, instead of
protecting purchasers, often leave them at the mercy of
insolvent developers, irresponsible developers, indifferent
financial institutions, and poorly supervised professionals.
The legal architecture—though robust on paper—fails in
execution due to loopholes, institutional weaknesses, and a -
skewed prioritisation of creditors over consumers.

The primary objective of this research is to critically
examine the interrelated legal regimes governing abandoned
housing projects in Malaysia, specifically land law, planning
law, building law, housing development law, corporate
insolvency law, and Islamic home finance contracts. It aims
to evaluate the extent to which these laws contribute to or
mitigate the abandonment crisis and to propose concrete,
enforceable reforms that prioritise justice, public interest, and
Magqasid al-Shariah (the objectives of Islamic Law). A further
aim is to assess whether the principles embedded in Islamic
finance are faithfully observed in protecting the interests of
homebuyers in the event of project failure.
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This study adopts a doctrinal legal research methodology
supported by qualitative case analyses, statutory interpretation,
and comparative legal reasoning. It evaluates primary legal
instruments, including the “Housing Development (Control
and Licensing) Act 1966 (Act 118)”, the ‘“National Land
Code (Act 828) (Revised — 2020)”, the “Town and Country
Planning Act 1976 (Act 172)”, the “Street, Drainage and
Building Act 1974 (Act 133)”, the “Companies Act 2016 (Act
777)”, the “Islamic Financial Services Act 2013 (Act 759)”
and the “Central Bank of Malaysia Act 2009 (Act 701)”.
The study also incorporates court cases, judicial decisions,
Shariah principles, regulatory guidelines, and selected foreign
legal practices, particularly from Australia and New Zealand,
to suggest reform pathways.

Key findings reveal that current legal mechanisms
inadequately prioritise homebuyers’ rights in insolvency
proceedings. Under liquidation and receivership, purchasers
are treated as unsecured creditors, receiving minimal
protection or restitution. Regulatory bodies often fail to
enforce planning and building standards strictly, while local
authorities remain shielded by statutory immunity even in
cases of negligence. Professionals such as architects and
engineers seldom face consequences for poor supervision or
false certifications. In Islamic finance, contracts such as Bay’
Bithaman al-Ajil and Tawarruq disproportionately benefit
banks and expose consumers to risk, contravening the spirit
of equitable risk-sharing espoused in Shariah.

This research is significant as it provides a unified,
cross-disciplinary legal blueprint for rehabilitating the
Malaysian housing industry. It proposes reforms, including

V/4 ix

a dedicated legal regime under Act 118 for abandoned
projects, mandatory housing development insurance or
takaful, independent monitoring of project execution, and
the restructuring of Islamic home finance products to reflect
substantive justice and consumer protection. By doing so,
the study seeks to restore public confidence, advance legal
reform, and ensure housing dignity for all Malaysians.

Professor Dr. Nuarrual Hilal Md Dahlan ACIS, (CS),
(CGP), CC.

School of Law

Universiti Utara Malaysia
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CHAPTERl

OVERVIEW

Source. https://www.hba.org.my/news/2008/06/woes.htm_(National House
Buyers Association (HBA), 2008)

INTRODUCTION

Abandoned housing projects in Peninsular Malaysia are an
unresolved problem in the housing industry. The housing
industry plays an important role in the country’s economy. The
British-led government first initiated a housing programme
before Merdeka, establishing institutional quarters such as houses
for the police force, the post office and district officials to
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serve and support the government machinery. After Merdeka,
this noble duty was on the Federal Government’s shoulder to
provide. However, due to the federal government’s constraints
on providing adequate housing to meet public demand, the
government has invited the private sector to participate in
the programme. With its resources and expertise, the private
sector was seen as a potential solution to the housing shortage,
thereby expanding the economy and providing opportunities
for private parties to benefit from the growing Malaysian
‘economy while also lessening the burden on the federal
government. (N. H. M. Dahlan, 2009).

The issue of housing abandonment in Malaysia
has persisted since the 1970s. The problem of abandoned
housing projects has affected thousands of house purchasers
and developers. The consequences of these projects are
serious. Among them, victim purchasers face financial
distress, developers face lawsuits, and banks deal with non-
performing loans. For instance, families are left without a
home, developers lose their investments, and banks struggle
to recover their loans. This dire situation calls for immediate,
meaningful and practical solutions. (Md Dahlan, 2021).

Many policies and laws have been made to facilitate,
develop, spur and govern the housing industry. These
include Malaysia Plans, “Housing Development (Control &
Licensing) Act 1966 and its regulations”, “National Land
Code 20207, “Town and Country Planning Act 1976 (Act
172)”, “Street, Drainage and Building Act 1974 (Act 133)”,
“Uniform Building By-Laws 1984 and Local Government
Act 19727, In 2011, the government established the National
Housing Policy, also known as Dasar Perumahan Negara
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(2013-2017) (‘DRN’), to address the issue of housing
abandonment projects. The latest DRN, 2018-2025, continues
this mission.

The legal landscape surrounding abandoned housing
projects in Malaysia is complex, with multiple statutes
governing different aspects of housing development. The
primary laws involved include the “National Land Code 2020
(NLC)”, “Town and Country Planning Act 1976 (Act 172)
(TCPA)”, “Housing Development (Control and Licensing)
Act 1966 (Act 118), “Street, Drainage and Building Act 1974
(Act 133)”, “Uniform Building By-Laws 1984 (UBBL)”,
“Companies Act 2016, and Islamic home financing
regulations. These laws are meant to regulate and control land
development and land transactions.

Despite the enforcement of numerous legal frameworks
governing housing development, abandoned housing projects
remain a pressing issue in Malaysia. To protect the rights and
interests of stakeholders, particularly purchasers, meaningful,
practical, and effective measures must be formulated to address
this issue. This writing aims to examine the effectiveness of
the current legal provisions and propose practical solutions
to eliminate the risks associated with abandoned housing
projects.

DEFINITION OF ABANDONED HOUSING
PROJECTS

To the author, various definitions of” abandoned housing
project’ are provided by the Ministry of Housing and Local
Government (‘MHLG”), for example:
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The definition in 2006 (N. H. Md Dahlan, 2008b; N. H.
M. Md Dahlan, 2007; Ministry of Housing and Local
Government, 2006)

a)  “Construction activities on the housing construction
project site have stopped for 6 (six) months or
more consecutively after the end of the Sale and
Purchase Agreement (S & P) entered into by the
developer and the purchaser, or”

b) “The developer has been placed under the
administration of the Official Receiver (under
the Department of Insolvency), and the Housing
Controller of the MHLG is of the view that such
a developer cannot duly proceed with carrying
out its obligations as a developer.”

The Definition in 2000 (N. H. Md Dahlan, 2008b; N.

H. M. Md Dahlan, 2007)

a)  “Construction and development work on the
project site that has been terminated for 6
months or more. Such termination has occurred
consecutively or during the period the project
must be completed, or beyond the required
completion period. The completion period is
when the developer has to duly complete the
development of the housing units. For the landed
housing property, the required construction and
completion period is 24 months from the date of
the sale and purchase agreement. While for flat
buildings, the completion period is 36 months or”

b)  “Within the said duration of 6 (six) months, the
developers were wound up and put under the
control of the Official Receiver. The housing

/A

controller of the MHLG thinks that such a
housing developer fails to fulfil its obligations
as a developer.”

Definition before 2000 (N. H. Md Dahlan, 2008b; N. H.

M. Md Dahlan, 2007; Ministry of Housing and Local

Government, 2000; Rahmat, 1994).

a)  “Construction and development works on the
housing project site have been terminated for 6
(six) months or more continuously, regardless of
whether the termination occurs during the period
within which the project shall be completed by
the developer or beyond such period as which
has been prescribed in the sale and purcliase
agreement entered into by the developer and the
purchasers; or”

b)  “The developer admits that they are unable to
proceed with the project or”

c)  “The Housing Controller of the MLHG thinks
that the developer cannot execute their obligations
as a fit developer.”

While the definition before the 1990s (N. H. Md
Dahlan, 2008b; N. H. M. Md Dahlan, 2007; Rodziah
Idris, 1990)

a)  “Housing scheme where its construction activities
have been terminated for more than one (1)
year after the period which the developer shall
complete the construction of the housing project
is over (the completion period of the housing
project is stated in the Regulations of Housing
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Developers (Control and Licensing) 1982 and
1989 viz, 24 months for ordinary houses and 36
months for flats); or”

b)  “If the construction works on the project site
have not been commenced one (1) year after the
execution of the sale and purchase agreement
between the purchasers and the developer
concerned, and the purchasers have paid the 10%
deposit. Under these circumstances, the project
is also deemed to be an abandoned project”.

The 1988 definition (N. H. Md Dahlan, 2008b; N. H.
M. Md Dahlan, 2007; Mohd, 1992)

In 1988, there is another definition of the same (the
1988 definition), which states:

“A housing scheme where its activities on the housing
project site were stopped for one year, passing beyond
the required period within which the developer shall
have to complete the project thereof, according to the
sale and purchase agreement executed by the developer
and the purchasers.”

The current Definition (Ministry of Housing and Local
Government, 2025).

“An abandoned project remains incomplete within
or beyond the timeframe stipulated in the Sale and
Purchase Agreement (SPA) and where no significant
construction activities have occurred on-site for six
months. It may also be considered abandoned if
construction progress has stopped for six consecutive

>
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months or more. Additionally, a project is deemed
abandoned if it remains incomplete beyond the SPA
period and fails to meet the stipulated completion
timeline. In all these situations, the Honourable Minister
of Housing and Local Government officially must
declare the problematic housing project under section
11(1) (ca) of Act 118 an abandoned housing project
before the project can be considered as such.”

Based on this latest and current definition, a problematic
housing project will not be considered abandoned unless the
Minister of MHLG has declared it so.

With the current definition of abandoned housing
projects, another category of problematic housing projects
exists. These projects are complicated, not amounting to
abandoned housing projects, but sick housing projects.
According to the MHLG, a sick housing project is (Ministry
of Housing and Local Government, 2025):

“A project that has been delayed by more than
30% compared to its expected progress or has
exceeded the contractual period stipulated in the
Sale and Purchase Agreement (SPA).”

In addition to the above, the MHLG has categorised
certain problematic housing projects as sick housing projects.
MHLG states a sick housing project (Ministry of Housing and
Local Government, 2025).:

“A project that has been delayed by more than
30% compared to its expected progress or has
exceeded the contractual timeframe stipulated in
the Sale and Purchase Agreement (SPA).”
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The above elaboration reveals that the definition
of an abandoned housing project has changed over time.
This evolving definition is intended to help the MHLG
categorise and administer problematic housing projects,
whether abandoned or otherwise, based on necessity and
challenges. Further, the categorisation of other problematic
housing projects into sick housing projects and that before a
problematic housing project can be considered to fall under the
definition of abandoned housing project until the problematic
housing project is declared by the Minister of HLG, in the
opinion of the author, is to reduce the reported number of
abandoned housing projects in Malaysia. It should be noted
that the number of abandoned housing projects is obtained
from the MHLG. Suppose the total number of problematic
housing projects, sick housing projects, and abandoned
housing projects in Peninsular Malaysia, as well as those in
Sabah and Sarawak, are to be taken into account.
Additionally, abandoned housing projects of parties not
under the purview of the MHLG, such as private developers
and cooperative societies, should also be considered. In that
case, the author believes that the actual number of abandoned
housing projects in Malaysia will be more exorbitant. The
number of these problematic housing projects is about 1,000
housing development projects, involving thousands of victim
purchasers and billions of ringgits in value. (Astro Awani
Network Sdn Bhd, 2025; BERNAMA, 2025).

RELEVANTSTATISTICSONABANDONED
AND SICK HOUSING PROJECTS IN
PENINSULAR MALAYSIA

Below are some current statistics of abandoned and sick
housing projects reported by the MHLG.
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Table 1 Abandoned Housing Projects of Private Housing Developers Without Licence Until February 2025

Static (remain
stalled without
rehabilitation)

In the process of
rehabilitation

In Planning for
rehabilitation

Category

States

No.

No. of

No of
housing

No of

units sold  housing

Problematic Completed Housing No. of

States in
Peninsular

1.

units sold

(Purchasers)

No. of
units sold
(Purchasers)

Units

without

units

units

1,577

(Purchasers)

CCC/CF

Malaysia

3,119

8,698

1,571

1,053

135 38 2,107

States in
Peninsular

2.

Malaysia

States in
Peninsular

3.

3,119

8,698

1,577

1,053

1,053

173

Malaysia

Source. Jabatan Perumahan Negara, Kementerian Perumahan dan Kerajaan Tempatan (Jabatan Perumahan Negara, 2025a).

Table 2 List of Private Abandoned Housing Projects Under the Category of Still Under Rehabilitation, the

Projects of Which Are Subject to Liquidation

X

Number of Units Sold (Purchaser)

Number of Units Built

States

States in Peninsular Malaysia

No.

8,6402

410,189

1.

0

Source. Jabatan Perumahan Negara, Kementerian Perumahan dan Kerajaan Tempatan (Jabatan Perumahan Negara, 2025c).
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Table 3 List of Private Abandoned Housing Projects Subject to
Liquidation Administration Categorised as Static

- States Number Number of
i of Units Units Sold
Constructed  (Purchasers)
1. States in Peninsular 2,179 1,605
Malaysia

Source. Jabatan Perumahan Negara, Kementerian Perumahan dan Kerajaan
Tempatan (Jabatan Perumahan Negara, 2025d).

Table 4 List of Private Abandoned Housing Projects Categorised as
Under Rehabilitation Planning

Number of Units Number of

4 States ;
N Constructed Units Seld

(Purchaser)
1. States in Peninsular Malaysia 11,559 6,028

Source. Jabatan Perumahan Negara, Kementerian Perumahan dan Kerajaan
Tempatan (Jabatan Perumahan Negara, 2025b).

Table 5 List of Private Abandoned Housing Projects That Have
Been Rehabilitated (2009 until 2024)

No. States Constructed/ Status
Completed
Constructed Sold
1. 2009 ' '
Statesin 2,716 1,913 Completed with Certificate of Flmfess
Peninsular for Occupation (‘CF’) or changing
Malaysia from housing development to

deposit to purchasers

(continued)

commercial development, or return of

B

A1

Status

No. States Constructed/
Completed
Constructed Sold
2. 2010
States in 8,972 4,854
Peninsular
Malaysia
3. 2012
States in 8,852 5,265
Peninsular
Malaysia
4. 2013
States in 10,712 8,328
Peninsular
Malaysia

Completed with Certificate of Fitness
for Occupation (‘CF’)/Certificate of
Completion and Compliance (‘CCC”)
or provisional CF/CCC or changing
from housing development to
commercial development or change
of housing type or return of deposit to
purchasers or construction terminated
or termination of contract or no
purchasers and no return of deposit

Completed with Certificate of Fitness
for Occupation (‘CF’), change from
housing development to commercial
development, change of housing type,
return of deposit to purchasers, or
static situation, and has now been re-
put into the list of abandoned housing
projects for rehabilitation.

Completed with Certificate of Fitness
for Occupation (‘CF’) or changing
from housing development to
commercial development or change of
housing type or return of the deposit
to purchasers or no construction at
all even though the bank has made
payment to the developer or static
situation and now has been re-put into
the list of abandoned housing project
for rehabilitation or unsuitable for
rehabilitation and the unlucky fate of
purchasers remain unresolved.

(continued)
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No. States Constructed/ Status
Completed
Constructed Sold
5. 2014
" States in 10,546 8,213 Completed with Certificate of
Peninsular Fitness for Occupation (‘CF’) or
Malaysia Provisional CF, or changing from
housing development to commercial
development, or change of housing
type.
6. 2015
States in 3,250 2,385 Completed with Certificate of Fitness
Peninsular for Occupation (‘CF’) or changing
Malaysia from housing development to
commercial development, or change
of housing type, or refund of deposits
7. 2016
States in 1,397 1,054 Completed with a Certificate of
Peninsular Fitness for Occupation (‘CF’)
Malaysia or projects taken over by a state
government or rehabilitated with a
private company.
8. 2017
States in 3,466 2,484 Completed with Certificate of
Peninsular Fitness for Occupation (‘CF’) or
Malaysia changing from housing development
to commercial development, or a
change of housing type taken over by
a rehabilitating developer.
9. 2018
States in 391 242 Completed with Certificate of
Peninsular Completion and Compliance
Malaysia (‘CCC’) or changing from housing
development to commercial
development.
10. 2019
States in 2,325 2,061 Completed with Certificate of Fitness
Peninsular for Occupation (‘CF’)/Certificate
Malaysia of Completion and Compliance

(‘CCC?) or changing from housing
development

(continued)

A——

MY
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No. States Constructed/ Status
Completed
Constructed Sold
to commercial development, or
refund of deposits to purchasers,
or settlement with purchasers, or
termination of sale and purchase
agreements.
11. 2020
States in 2,967 1,352 Completed with Certificate of Fitness
Peninsular for Occupation (CF)/Certificate of
Malaysia Completion and Compliance (CCC).
12. 2021
States in 723 638 Completed with Certificate of
Peninsular Completion and Compliance
Malaysia (‘CCC?) or changing from housing
development to kampung tersusun or
settlement with purchasers.
13. 2022 v
States in 1,049 677 Completed with Certificate of
Peninsular Completion and Compliance (‘CCC”)
Malaysia or settlement with purchasers.
14. 2023
States in 1,335 352 Completed with Certificate of
Peninsular Completion and Compliance
Malaysia (‘CCC’)/CF or settlement with
purchasers or taken over by a new
developer.
15. 2024
States in 651 533 Completed with Certificate of
Peninsular Completion and Compliance
Malaysia (‘CCC’)/CF or settlement with
purchasers through land replacement
or others.
16. TOTAL 66,604 45,880

Source. Jabatan Perumahan Negara, Kementerian Perumahan dan Kerajaan
Tempatan (Jabatan Perumahan Negara, 2025¢).
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Table 6 List of Updated Sick Housing Projects until 14 March 2025

No. States Number of Sick
Housing Projects
1. ° States in Peninsular Malaysia 449

Source. Jabatan Perumahan Negara, Kementerian Perumahan dan Kerajaan
Tempatan (Jabatan Perumahan Negara, 2025f).

Source.https://www.thestar.com.my/metro/metro-news/2023/11/16/action-
to-be-taken-over-abandoned-housing-units (The Star, 2023).

REASONS AND CAUSES LEADING TO
ABANDONMENT OFHOUSING PROJECTS

There are many reasons for abandoned housing projects, but
the primary reasons are as follows: (El-Gamal, 2006; Hasan,
2014; Islamic Financial Services Board, 2013; N. H. Md
Dahlan, 2011, 2014a, 2025a, 2025b).

i V/ 4 1

Shortage of funds on the part of the housing developers
to complete the housing development projects.
There is no mandatory requirement to provide housing
through full build-and-sell.
There is no mandatory requirement for the housing
developer to possess housing development insurance.
d) There is no rule governing the rehabilitation of
abandoned housing projects.
e)  The problem of regulatory bodies enforcing laws on
land, planning, building, housing, and banking authorities.
f)  Existing laws governing land, banking, housing
development, insolvency, and Islamic finance have not
adequately safeguarded homebuyers.
g)  An exorbitant focus on profit maximisation, unreasonable
investor demands, international banking policy pressure
mounted by Basel Accord over Bank Negara Malaysia
and Islamic banks and finances in Malaysia from
applying full Islamic law principles and a disregard
for the Islamic duty to ensure justice have contributed
to the problem. This relates to developer companies,
Basel Accord, Bank Negara Malaysia, Malaysian
Islamic banks and finances.

The current system in Malaysia is inadequate to
protect purchasers’ rights in abandoned housing projects.
In contrast, Singapore, the United Kingdom, and Australia
have effectively implemented the full build-then-sell (BTS)
housing delivery system, which has resolved issues related
to housing project abandonment. Therefore, Malaysia should
consider adopting the BTS approach in housing development
to prevent any future abandonment of housing projects.
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The prevailing sell-then-build (STB) system in
Malaysia is vulnerable to abandonment. If this system
remains in place, the problem of abandoned housing projects
will likely persist. This has caused affected purchasers to
have insufficient remedies and suffer irreparable damage.
This situation indirectly violates the provisions of “Article
25 of the Universal Declaration of Human Rights and Article
11(1) of the International Covenant on Economic, Social and
Cultural Rights”.

Additionally, the issue of lack of protective policy
through STB in the housing industry that leads to housing
abandonment unequivocally goes against the fundamental
rights enshrined in Article 5(1) (the right to life and personal
liberty), Article 8(1) and (2) (equality before the law), and
Article 13(1) (the right to property) of Malaysia’s Federal
Constitution. In summary, the STB system contravenes
fundamental human rights principles, the provisions of
the aforementioned international laws, and the Federal
Constitution of Malaysia. This means the STB policy is
unconstitutional.

CONSEQUENCES OF ABANDONED
HOUSING PROJECTS

The purchasers will indeed become the victims of abandoned
housing projects. Other parties may also be affected by
abandoned housing projects in Malaysia. The following are
the negative phenomena and difficulties that will ensue from
abandoned housing projects, particularly for the aggrieved
purchasers.(Azuar, 2023; Bedi, 2025; N. H. Md Dahlan,
2014a, 2025a; Nagamany, 2016).

IR

a)

b)

d)
e)

g)

h)

)

Y/}

They cannot take vacant possession of the units on
time, as promised in the sale and purchase agreements.
The abandoned housing projects will remain stalled
forever if there is no effective rehabilitation, while the
purchasers will surely not receive the duly completed
houses.

The purchasers have to pay a monthly instalment to the
financiers, yet they cannot get the completed units.

No compensation and damages were obtained.
Commencing legal action against the defaulting
developers may not be feasible. This is because the
developers may have no assets and have been wound
up or subject to insolvency administration, or they
might have run out of jurisdiction.

If the purchasers fail to settle the financiers’ debts, they
might be subject to foreclosure, sale, or bankruptcy
action.

The victim purchasers might have to use their money
or take out a new loan to rehabilitate the abandoned
housing projects.

The rehabilitation of abandoned housing projects may
not be successful due to insufficient funds or other
issues that could hinder their completion.

The victim purchasers may face other pecuniary and
non-pecuniary losses due to the abandonment, such as
divorces, nervous shocks, mental breakdown, depression,
family breakdowns, dismissal from employment and
losses of future earnings.

The stalled buildings in abandoned housing projects
are also used for criminal activities, making urban
areas appear ugly and unattractive.
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k)  The stalled buildings in abandoned housing projects
will remain stalled and dilapidated forever. They cannot
be subject to demolition and redevelopment, as this
would be subject to the interests of the chargees, the
title proprietorship of the purchasers, more stringent
banking and financing facilities and conditions, and
other legal and equ)itable encumbrances.

Rehabilitation of Abandoned Housing Projects

If housing projects become abandoned, they require
rehabilitation. This is to protect the rights and interests
of purchasers. Nonetheless, getting rehabilitation is not
easy. Many issues and challenges will await the aggrieved
purchasers. Rehabilitation is carried out either by the original
defaulting developers or government agencies, a new
developer, or liquidator/provisional liquidator, receiver and
managers or other insolvency administrator, for example, the
scheme of arrangement manager and rehabilitation by the
aggrieved purchasers themselves. (N. H. Md Dahlan, 2011).
The primary issue in rehabilitating abandoned
housing projects is the inability to complete them. Usually,
the funds come from the balance of the unreleased loan by
the financiers to the defaulting developers. Sometimes, the
rehabilitating developers requested that purchasers provide
additional funds, as the available funds were insufficient to
covet the rehabilitation costs. The purchasers may need to top
up additional funds from their own pockets or obtain further
loans from the financiers. If the purchasers fail to provide the
extra funds, the rehabilitation may not proceed. Sometimes,
rehabilitation is done with the help of the government. This
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involves the rehabilitation of abandoned housing projects at
Tingkat Nusantara Pulau Pinang and as reported in the case of
“Lim Chee Holding Sdn Bhd v RHB Bank Berhad (formerly
known as Kwong Yik Bank Bhd) [2005] 6 MLJ 497, “Xavier
Kang Yoon Mook v. Insun Development Sdn Bhd [1995]
MLIJU 46; [1995] 2 MLJ 91”, “Kim Wah Theatre Sdn Bhd
y Fahlum Development Sdn Bhd [1990] 1 LNS 42; [1990] 2
MLJ 5117, “Aw Yong Wai Choo & Ors v Arief Trading Sdn.
Bhd [1992] 1" MLJ 166 and Taman Seri Kerayong, Kapar
Kelang. However, the government funds are soft loans granted
to rehabilitating developers, who must return the funds using
their own money later. (N. H. M. Dahlan, 2011).

Challenges and issues in rehabilitating abandoned
housing projects include the failure of the rehabilitating
developers to complete the projects and hand over the duly
completed houses to the purchasers. Notably, the incompletion
is also due to inadequate funding that the rehabilitating
developers fail to obtain to complete the projects. (N. H. Md
Dahlan, 2009, 2012a).

Furthermore, in rehabilitating abandoned housing
projects, purchasers are required to waive any demand for
compensation and damages from the rehabilitating parties as
a condition precedent to the agreement of the rehabilitating
parties to complete the projects. In some situations, the
rehabilitating parties require the purchasers to accept modified
and amended housing units that differ from the original
specifications prescribed in the earlier sale and purchase
agreements between the purchasers and the defaulting,
abandoned housing developers. In certain situations, the
rehabilitation may not proceed as planned. For example, the
rehabilitation takes longer as new challenges and issues arise
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that the rehabilitation parties face. The regulatory bodies,
for example, the Insolvency Authority (Jabatan Insolvensi
Malaysia), the Housing Authority (Ministry of Housing and
Local Government — MHLG), and the Building Authority —
the Majlis Perbandaran - are usually flexible to ensure that
rehabilitation can be duly completed. The usual law is not
made applicable, bearing the challenges that the rehabilitation
faced. (N. H. Md Dahlan, 2008a, 2013, 2014b).

In short, the rights and interests of the purchasers are
affected and significantly undermined. In other words, once
a housing project becomes abandoned and the rehabilitating
parties undertake the rehabilitation, the law is not enforceable
to prevent disturbance and jeopardise the rehabilitation
process. (N. H. Dahlan, 2012; N. H. M. Dahlan, 2019).

Why Are There Abandoned Housing Projects That Cannot
Be Rehabilitated and Remain Stalled Forever, Even Until
Today?

There is evidence, and we can see through our own eyes,
that many abandoned housing projects remain abandoned
today without any rehabilitation. The main reason is the
lack of funds to revive the projects. There are no interested
parties to revive the projects, and the issues plaguing them
are too extensive. Even 30-40 years after abandonment, the
housing projects remain stalled and become uninhabitable.
The purchasers suffered because they could not get the
promised, duly completed housing units from the defaulting
housing developers. They, too, had to settle off the debts
to their financiers, for the latter had released a particular
portion of the loan to the developers. Otherwise, they will
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be subject to legal action, including bankruptcy proceedings.
There are occasions where purchasers have occupied
abandoned housing projects after specific improvements and
modifications have been made to the housing units. However,
the building authority has not obtained a Certificate of Fitness
for Occupation (CFO). Although they can occupy the units,
future sales may be impossible if the required cash flow
(CF) is not received, nor can the units be used as collateral
for loans. The defaulting developer company may have been
liquidated, and no assets or funds can be used to revive the
company or pay compensation and damages to the aggrieved
purchasers. Commencing legal actions against the developer,
nor its directors and shareholders, may not be feasible, as
evidence and several difficulties have hindered the successful
flow of litigation in court, making it time-consuming to
get the necessary legal and equitable remedies. (N. H. Md
Dahlan, 2009).

Apart from the losses, sufferings and grievances
of purchasers, stalled and abandoned housing projects, in
a broader sense, can degrade and deteriorate the land. The
unfinished construction sites deteriorate, becoming eyesores
and environmental hazards that can lead to illegal dumping,
vandalism, and potentially hazardous situations. Furthermore,
this can affect public safety and security. The abandoned
housing project sites become potential places for crime, pests,
and health risks. These places can pose significant public
safety hazards. Ultimately, this can lead to urban decay, where
abandoned projects and buildings contribute to blight in
development areas. This phenomenon can reduce surrounding
property values and diminish the overall attractiveness of the
neighbourhood. Furthermore, as the lands designated for
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housing units are filled with abandoned housing buildings,
this has led to delayed community infrastructure development.
Incomplete projects disrupt infrastructure plans, including
roads, drainage, and amenities, which in turn affect broader
cofnmunity development strategies.

Source. https://www.hba.org.my/news/2008/06/woes.htm (National House
Buyers Association (HBA), 2008)

SUMMARY

Abandoned housing projects have long been a significant
policy, legal and implementation problem and continue to
plague the housing industry in Malaysia. This issue has led
to significant social, legal, and economic consequences. This
persistent issue dates back to the 1970s, resulting in financial
losses, emotional trauma, and legal dilemmas for thousands
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of house purchasers, developers, consultants, and financial
institutions. Notwithstanding various government measures,
initiatives, laws, and policies that have been implemented
to deal with and resolve the issues of abandoned housing
projects, such as the Housing Development (Control and
Licensing) Act 1966 and its regulations (Act 118), the National
Land Code (Revised 2020), the Town and Country Planning
Act 1976 (Act 172), the Street, Drainage and Building Act
1974 (Act 113), the Uniform Building By-Laws 1984, and
the National Housing Policies, abandoned projects remain
unresolved, undermining public trust in the rule of law and
governance.

Historically, the responsibility of providing public
housing shifted from the British-led administration to the
newly formed Federal Government. However, limited
public resources prompted the government to invite private
developers to participate in housing provision. Unfortunately,
without strong policy and implementation oversight and legal
safeguards, many private housing schemes eventually failed.

The Ministry of Housing and Local Government
(MHLG) has issued various definitions of “abandoned housing
projects” over the decades. The latest 2025 definition states that
a project is only considered abandoned if officially declared
as such by the Minister under section 11(1) (ca) of Act 118.
This declaration-centric approach has unintentionally masked
the true scale of the crisis by excluding many problematic or
“sick” projects from the official tally.

Sick projects—those delayed by over 30% or exceeding
contractual deadlines—add another layer of complexity.
When combined with abandoned projects, estimates indicate
that more than 1,000 housing projects nationwide are
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problematic, affecting billions of ringgit in investments and
thousands of house purchasers. Numerous statistics from
the National Housing Department show the magnitude of
stalled, rehabilitated, and static projects, highlighting the
overwhelming burden on regulators and victims alike.

Root causes of abandonment include inadequate
funding, a lack of mandatory housing development insurance
and the “build-then-sell” policy, poor enforcement, weak
legal remedies, pressure from investors, and an overemphasis
on profit. The prevailing “sell-then-build” system is a key
enabler of the problem. Unlike Malaysia, jurisdictions such as
Singapore, the United Kingdom, and Australia implement a
“puild-then-sell” system, which evidently reduces the number
of housing project failures. Thus, adopting such a model could
be transformative for Malaysia’s housing sector.

The consequences of abandonment are devastating.
Victim purchasers who have to progressively repay housing
loans to the financiers without receiving the promised homes
may often face bankruptcy if they default. Legal actions
against insolvent developers usually fail, leaving victims
without compensation and remedies. Some suffer emotional
distress, family breakdowns, and long-term economic
hardship. Abandoned housing projects, which often become
derelict buildings, also serve as hubs for criminal activity
and urban decay, thereby decreasing property values and
hindering community development.

Rehabilitation, although crucial, is often hindered
by technical, legal and financial issues. Original or new
developers, liquidators, or even the buyers themselves may
undertake this task. However, insufficient funds, governance
issues, and a lack of a rehabilitation legal framework often
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prevent success. Purchasers are sometimes required to give
up claims or accept inferior housing units. Government
involvement, though helpful in limited cases, often provides
only temporary relief.

In conclusion, the lack of holistic, enforceable,
and rights-based solutions continues to cause problems
for house purchasers in Malaysia. A meaningful change
and improvement in housing policy, towards a mandatory
“puild-then-sell” housing delivery model, supported by
comprehensive and reformulated regulatory reform, housing
development insurance requirements, and stakeholder
accountability, is urgently required. Without this, the cycle of
housing abandonment in Malaysia will continue to prolong,
affecting citizens’ right to adequate housing as guaranteed
under both the Federal Constitution and international human
rights instruments.
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PREFACE

Abandoned housing projects in Malaysia have become a
chronic problem in the property development landscape since
the 1970s, posing an uncontrollable issue in the housing
industry that undermines public trust and leaves thousands
of purchasers without remedies. Despite numerous legal,
planning, and regulatory frameworks, these projects persist,
highlighting systemic failures and legal inadequacies.
The principal problem lies in the fragmented, weak and
inconsistent enforcement of land, housing, planning, building,
insolvency, and Islamic financial laws, which, instead of
protecting purchasers, often leave them at the mercy of
insolvent developers, irresponsible developers, indifferent
financial institutions, and poorly supervised professionals.
The legal architecture—though robust on paper—fails in
execution due to loopholes, institutional weaknesses, and a
skewed prioritisation of creditors over consumers.

The primary objective of this research is to critically
examine the interrelated legal regimes governing abandoned
housing projects in Malaysia, specifically land law, planning
law, building law, housing development law, corporate
insolvency law, and Islamic home finance contracts. It aims
to evaluate the extent to which these laws contribute to or
mitigate the abandonment crisis and to propose concrete,
enforceable reforms that prioritise justice, public interest, and
Maqasid al-Shariah (the objectives of Islamic Law). A further
aim is to assess whether the principles embedded in Islamic
finance are faithfully observed in protecting the interests of
homebuyers in the event of project failure.
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This study adoptsadoctrinal legal research methodology
supported by qualitative case analyses, statutory interpretation,
and comparative legal reasoning. It evaluates primary legal
instruments, including the “Housing Development (Control
and Licensing) Act 1966 (Act 118)”, the “National Land
Code (Act 828) (Revised — 2020)”, the “Town and Country
Planning Act 1976 (Act 172)”, the “Street, Drainage and
Building Act 1974 (Act 133)”, the “Companies Act 2016 (Act
777)”, the “Islamic Financial Services Act 2013 (Act 759)”
and the “Central Bank of Malaysia Act 2009 (Act 701)”.
The study also incorporates court cases, judicial decisions,
Shariah principles, regulatory guidelines, and selected foreign
legal practices, particularly from Australia and New Zealand,
to suggest reform pathways.

Key findings reveal that current legal mechanisms
inadequately prioritise homebuyers’ rights in insolvency
proceedings. Under liquidation and receivership, purchasers
are treated as unsecured creditors, receiving minimal
protection or restitution. Regulatory bodies often fail to
enforce planning and building standards strictly, while local
authorities remain shielded by statutory immunity even in
cases of negligence. Professionals such as architects and
engineers seldom face consequences for poor supervision or
false certifications. In Islamic finance, contracts such as Bay’
Bithaman al-Ajil and Tawarrug disproportionately benefit
banks and expose consumers to risk, contravening the spirit
of equitable risk-sharing espoused in Shariah.

This research is significant as it provides a unified,
cross-disciplinary legal blueprint for rehabilitating the
Malaysian housing industry. It proposes reforms, including



ix

a dedicated legal regime under Act 118 for abandoned
projects, mandatory housing development insurance or
takaful, independent monitoring of project execution, and
the restructuring of Islamic home finance products to reflect
substantive justice and consumer protection. By doing so,
the study seeks to restore public confidence, advance legal
reform, and ensure housing dignity for all Malaysians.









