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Abstract: The establishment of the subsidiary management corporation is low in Malaysia, 

even though it was introduced in the legislation. Hence, this research aims to examine the 

importance of establishment of the subsidiary management corporation. The integrated 

development consists of different usages of development under a strata scheme, therefore, it is 

suitable to establish subsidiary management corporation to manage the limited common 

property which is designated to the owner who has interest or exclusive benefit on it. The 

determination of the importance of the establishment of the subsidiary management corporation 

is according to the opinion of the owners or residents in the integrated development. As the 

consequences, the selection of respondents in this research is the owners or residents in the 

integrated development in Malaysia by applying the random sampling method. A total of 100 

respondents are selected randomly in this research, while the analysis of the opinion of the 

respondents is applying the descriptive statistical analysis. Results show that the subsidiary 

management corporation is significant to be established in an integrated development due to 

the complexity management in an integrated development as well as some common properties 

do not enjoyable by all the proprietors. Therefore, the establishment of the subsidiary 

management corporation is vital in an integrated development. However, the importance of the 

establishment of the subsidiary management corporation do not reflect in the current trend of 

the integrated development in Malaysia, hence, the enhancements are significant to promote 

the establishment of the subsidiary management corporation in Malaysia. 
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Introduction  

Rapid development in Malaysia promotes the strata development with a convincing upward 

trend in Malaysia (Noorsidi, Eves and Mutalib, 2013). According to Vern et. al. (2020), the 

population living in urban area in Malaysia are increased continuously. Hence, the scenario of 

the upward trend of the strata property in Malaysia is due to the increasing demand of the 

residential building as well as the communities prefer to live in the city (Rashidah et al., 2015). 

Meanwhile, the limited land bank in the city causes the property developers favour in supplying 

more stratified property because more houses would be developed under a high-rise building, 

where housing supply is an investment for developer to gain profit (Vern et al., 2020). 

Subsequently, the increasing number of the strata property in the city likewise promotes the 

integrated development which is the different usages development under a strata scheme. 

 

The increasing number of strata property also because of it will be properly governed by 

the management body (Altmann, 2014), where the management body has to ensure the 

facilities and amenities in the strata scheme are good in condition. Another reason is  strata 

property normally proximity to the public utilities or work places (Darul et al., 2018). The 

popularity of strata scheme encourages the different usages of development under the same 

strata scheme, so called “integrated development”. As per Altmann  et al. (2018), 

management a strata property is a complex job. Hence, a good governance by the 

management body is important to manage the different usages of owner groups in a same 

strata scheme. 

 

The management era of the strata property begins after the vacant possession. Strata 

property will be initially managed by the developer not exceeding twelve months after the 

vacant possession. Then, the management period will be hand over by the developer to Joint 

Management Body (JMB) for the case that strata titles have not been issued. Whereas, the 

developer could form the management corporation (MC) upon the issuance of the strata 

titles and twenty-five percent (25%) of the aggregate share units have been transferred to 

the strata proprietors (REHDA Institute, 2018). 

 

In the year of 2013, the amendment of Strata Titles Act 1985 (Act 318) under the Strata 

Titles (Amendment) Act 2013 (Act A1450) introduces establishment of the subsidiary 

management corporation to manage the designated limited common property (Tan et al., 

2016). Strata Management Act 2013 (Act 757) describes the duties and power of the 

subsidiary management corporation in managing the limited common property. Vern et al. 

(2019) describes the designation of the limited common property helps to overcome the 

unfair management. Hence, the formation of the subsidiary management corporation helps 

the parcel owners do not need to pay the maintenance fee of the common properties that are 

not enjoyable by them.  

 

According to the Court case of Muhamad Nazri Muhamad v JMB Menara Rajawali and 

Denflow Sdn Bhd (2019), Joint Management Body is not allowed to impose different rates 

of charges to the different usage owners in the integrated development. Hence, this shows 

the importance of the delineation of limited common property to determine interest of the 

owners with the exclusive benefit on the limited common property. According to REHDA 
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Institute (2018), the establishment of the subsidiary management corporation ensures the 

independent management of the subsidiary management corporation to maintain and 

manage the designated limited common property. Normally, in an integrated development, 

the parcel proprietors are unable to enjoy all types of common properties. For example, the 

retail parcel proprietors do not enjoy the swimming pool in the residential building. Hence, 

the formation of subsidiary management corporation is suitable and importance for the 

multi-use building or the integrated development (Chris, 2015). 
 

Research Problems  

Normally, strata property faces some dilemmas in identifying the rights of the proprietors and 

some management issues. These are due to the strata property involves various parties such as 

the management body, owners, residents and managing agents (Wahab et al., 2015). The 

management issues will be more complicated in the integrated development, because it involves 

the different usages of strata proprietors (Easthope and Randolph, 2016). 

 

Therefore, it is rational to identify the limited common property in the integrated development, 

which is significant to determine the rights and interests of owners who have exclusive benefit 

to the limited common property. Meanwhile, it will benefit the other owner group so that the 

strata proprietors do not need to pay for the maintenance fee for the common properties that are 

not enjoyable by them (Vern et al., 2019). Yati (2017) also describes the benefit of the 

establishment of the limited common property is to ensure fairness to the parcel proprietors by 

determining the exclusive benefit and maintenance charges of different owner groups. 

 

However, the importance of the establishment of the subsidiary management corporation did 

not reflect in the current situation in Malaysia. According to EdgeProp (2019), there was first 

and only stratified property in Malaysia has been established the subsidiary management 

corporation and limited common property, which is 1 Mont’ Kiara Development. The scenario 

shows that the implementation of the establishment of the subsidiary management corporation 

is not encouraging in Malaysia even though it was introduced under the strata legislation since 

the year of 2013. 

 

The low establishment of the subsidiary management corporation in Malaysia might due to the 

hard to pass comprehensive resolution by the parcel proprietors in the integrated development 

(Vern et al., 2019). Meanwhile, Yati (2017) also describes some difficulties hinder the 

establishment of the subsidiary management corporation, such as the difficulty to pass the 

comprehensive resolution and less knowledge of the management body about the formation of 

the subsidiary management corporation. Therefore, owners of integrated development play 

importance roles to succeed the formation of subsidiary management corporation, and should 

be educated with the advantages of the formation of subsidiary management corporation. This 

research aims to determine the importance of the establishment of the subsidiary management 

corporation in the integrated development. Meanwhile, the formation of the subsidiary 

management corporation is depending on the willingness of the management corporation and 

the strata proprietors. Thus, Collective Action Theory will assist to increase the willingness of 

owner and easier the process to establish the subsidiary management corporation. 
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Literature Review 

 

Subsidiary Management Corporation 

According the Section 17A of the Strata Titles Act 1985 (Act 318), the establishment of the 

subsidiary management corporation is upon the issuance of the certificate of the subsidiary 

management corporation by the Director of Land and Mines. The subsidiary management 

corporation will manage the designated limited common property described in the special plan. 

 

According to the Strata Titles Act 1985 (act 318), only the management corporation has the 

power to designate limited common property or create one or more subsidiary management 

corporations for the different interests of the parcel proprietors. Hence, the management 

corporation shall make an application to get the approval from the Director of Land and Mines 

for the issue of certificate of the subsidiary management corporation to manage the designated 

limited common property (Strata Titles Act 1985 (Act 318), Rules & Orders., 2018). 

 

According to the Strata Management Act 2013 (Act 757) & Regulations., (2015), the 

establishment of the subsidiary management corporation is subject to pass the comprehensive 

resolution, which requires the consent of at least two-third of the aggregate share units owned 

by all the proprietors. The establishment of the subsidiary management corporation is 

importance for determine the interest of parcel proprietors who have the exclusive benefit on 

the limited common property, where the limited common property is enjoyed by two or more 

parcels but not all parcels owners. 

 

Meanwhile, the management corporation shall hold the first annual general meeting of the 

subsidiary management corporation within one month upon the issue of the certificate of 

subsidiary management corporation, for the purpose of elect the subsidiary management 

corporation committee to perform the duties and powers of the subsidiary management 

corporation. Under the Strata Management Act 2013 (Act 757), at least one member of the 

subsidiary management corporation committee shall be a member of the management 

committee of the management corporation. 

 

Limited Common Property  

Under the Section 17A of the Strata Titles Act 1985, the designation of the limited common 

property by the management corporation shall clearly describe, identify or define the 

boundaries or area of the limited common property in the special plan to be prepared by a 

licensed land surveyor. The special plan shall specify each parcel whose proprietors are entitled 

to the exclusive benefit of the limited common property. Then, the special plan shall be 

approved by the Director of Survey of the Department of Survey and Mapping Malaysia. 

 

The limited common property is essential for the integrated development or mixed-use 

development (Chris, 2015). This helps the fair management of the different usages of owners 

in determining the maintenance fee, where some of the strata proprietors do not enjoy the 

benefit of the common property in their strata scheme. Hence, the owners who do not have 

exclusive benefit on the limited common property do not need to pay for the limited common 

property upon the establishment of subsidiary management corporation and limited common 

property. 

 

The limited common property is previously one of the common properties in the strata scheme. 

Then, upon the designation of the limited common property, it will be delineated to be managed 



 
 

 

15 

 

Volume: 7 Issues: 44 [March, 2022] pp. 11 - 19] 
Journal of Islamic, Social, Economics and Development (JISED) 

eISSN: 0128-1755 
Journal website: www.jised.com 

DOI: 10.55573/JISED.074402 

by the subsidiary management corporation. The subsidiary management corporation will 

manage the limited common property like the way the main management corporation manages 

the common property. 

 

Integrated Development  

Sherry (2009) describes integrated development is a development consist of different usages 

under a scheme, which comprises different interests of strata proprietors. The examples of the 

integrated development are retail parcels, service apartment, office tower and hotel under the 

same strata scheme. The reason of the popularity of the integrated development in Malaysia is 

due to the urban sprawl in the city.  

 

The amendment of Strata Titles Act 1985 in the year of 1996 promotes the mixed project, where 

strata titles can be issued for the building formed as a part of mixed-use development (Asiah 

and Azlinor, 2013). This enhancement helps to promote the strata development by introducing 

the integrated development. However, the integrated development could face management 

issues, due to it is comprised different interests of proprietors. Indeed, it is rational for the 

integrated development to designate the limited common property to be managed by the 

subsidiary management corporation. 

 

Methodology  

Questionnaire surveys are conducted in the selected integrated development. The questionnaire 

consists of close-ended questions, while the targeted respondents are the owners or residents of 

the integrated development. The are total of 100 respondents in the integrated developments 

answered the questionnaire survey, where the respondents located at integrated development in 

Selangor, Johor and Federal Territory of Kuala Lumpur. 

 

The sampling method is according to Delice (2010), which is based on each sub-group. The 

sup-group is according to the location of the integrated development. Selangor area is the first 

sub-group, Johor is the second sub-group, while the Federal Territory of Kuala Lumpur is the 

third sub-group. Therefore, a total of 100 respondents are determined and needed in this 

research. 

 

The analysis of the data in the questionnaire survey is using the descriptive statistical analysis 

and data are presented in the numerical form (Nick, 2007). The questionnaire survey has option 

of agree, disagree and neutral for the respondents. The coding is “1 for agree”, “2 for disagree”, 

and “3 for neutral”. 

 

Main Results 

The results discuss about the importance of the formation of the subsidiary management 

corporation and the problems occur in the integrated development. Hence, results are discussed 

by the descriptive statistical analysis, such as the method of group median, frequency and 

standard deviation. 
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Figure 1: Respondents’ Details  

 
The respondents are the owners, residents and tenants located in the Selangor, Johor, Kuala 

Lumpur and Penang. These locations have more mixed-use development or integrated 

development in Malaysia. Most of the integrated development consists of retail, office building 

and residential building, while minority of the integrated developments have hotel usage. 

Hence, the research respondents consist of 27 of owners, 29 of residents and 44 of tenants. 
 

Table 1: Problems Occur In The Integrated Development  

Problems In The Integrated Development Group 

Median 

Standard 

Deviation 

Some common properties not enjoyable. 1.61 0.75 

Pay maintenance fee for common properties that are 

not enjoyable. 

1.63 0.734 

Unfair usage of common property. 1.76 0.682 

Complexity management in integrated development 1.41 0.703 

Ineffective management by management body 1.89 0.522 

High maintenance fee and not worth for the usage of 

common property. 

1.60 0.644 

 

As describe by Manikandan (2011), median the suitable measure of the central tendency for the 

data. The data in the table 1 described by the coding of “1 for agree”, “2 for disagree” and “3 

for neutral”. Therefore, the group median nearer to “1” indicates the more respondents agree 

that is the problems happen in the integrated development. Results show that the critical issues 

for an integrated development are complexity management occurs in the integrated 

development. Following, problems of high maintenance fee, some common properties not 

enjoyable by all owners and owners pay for the maintenance fee not enjoyable by them are 

critical as well. Whereas, less respondents indicate the unfair usages of common property and 

ineffective management by the management body is the issues in the integrated development.  

Hence, due to the more owners and residents concern about issues of management and they do 

not enjoy certain of the common properties, it indicates the important to designate the limited 

common property to be managed by subsidiary management corporation in the integrated 

development. Yati (2017) also described the advantages of the establishment of limited 

common property are to ensure fairness to all parcel proprietors in determining the maintenance 

fee and ensure the exclusive benefit of the owner on the limited common property. 

27

29

44

Position

owners residents tenants
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According to Nick (2007), standard deviation is suitable to measure the accuracy of the data. 

Hence, the standard deviation that is less than 1.0 means the accuracy of the data. Results show 

that all 6 items in table 1 has the standard deviation of less than 1, which indicates the accuracy 

of data. 
 

Table 2: Importance Of The Subsidiary Management Corporation And Limited 

Common Property In The Integrated Development  

Items Agree Neutral  Disagree 

Importance to designate the limited common property in the 

integrated development 

89 4 7 

Importance to establish the subsidiary management 

corporation in the integrated development 

79 10 11 

 

Results in table 2 shows that the establishment of the subsidiary management corporation in 

managing the limited common property is significant to the integrated development. Almost 

80% of the respondents indicated the important to establish the subsidiary management 

corporation to manage the different interest or different usages of owner groups. While, 89% 

of owners agree the designate of limited common property could protect the rights of the owners 

who have interest on the limited common property. This further explain by Yati (2017), where 

establishment of the subsidiary management corporation is to ensure the effectiveness of the 

subsidiary management corporation, which solve the conflicts of the different interest or usages 

of the owner groups. 
 

Discussion  

The current scenario in the stratified property implies the low establishment of the subsidiary 

management corporation in Malaysia. Nevertheless, the establishment of the subsidiary 

management corporation is essential in the integrated development, which could identify the 

interests of the owners who have the exclusive benefit on the limited common property.  

According to the 100 respondents from their integrated development, results indicate issues 

occur in the integrated development are complex management in the integrated development 

follow by the usages of the common property and the unfair maintenance charges. Again, it 

shows the importance of the establishment of the subsidiary management corporation to 

manage the limited common property. The designation of the limited common property could 

protect the interests of the owners who have exclusive benefit on the limited common property, 

while ensure the owners who do not enjoy the limited common property, do not need to pay for 

the maintenance fee of the limited common property. 

Most of the respondents also agree with the importance of the subsidiary management 

corporation and limited common property in the integrated development in Malaysia. However, 

the affirmation of the owners or residents of the integrated development do not reflect on the 

current situation of the integrated development in Malaysia due to the low establishment of the 

subsidiary management corporation in Malaysia. 

Therefore, Collective Action Theory could assist in increasing the willingness of the 

management corporation in the establishment of the subsidiary management corporation. The 

Collective Action Theory could help the establishment of the subsidiary management 

corporation in the aspect of social rights or community; resources; governance groups or 

institutions; and participants or user groups (Gao and Ho, 2016).  
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In the aspect of the social rights or community, the aspect helps to attract ideas of all the owners 

from the different owners group, which could ease the formation of the subsidiary management 

corporation. Secondly, the aspect of resources refers to the appointment of the professional 

bodies to assist the formation of the subsidiary management corporation. It will educate the 

owners the important of the resources in the common property. Thirdly, aspects of the 

governance groups refer to the management of the property rights and interests of the owners 

in their common property. Lastly, the aspect of participants shows the important of owner to 

involve in the collective action to succeed the formation of the subsidiary management 

corporation. This aspect is significant for the owners to provide ideas to succeed the formation 

of the subsidiary management corporation. 

 

Conclusion 

In summary, this research provides overview of the current scenario of the establishment of the 

subsidiary management corporation in the stratified property in Malaysia. This research 

likewise discusses the problems face by the integrated development in Malaysia. The issues of 

the complexity management in the integrated development and unfair in the maintenance 

charges imply the important to designate the limited common property for the integrated 

development.  

The rapid development in the city proves the increasing of the integrated development in 

Malaysia. Hence, the issues occur in the integrated development have to be emphasised by the 

stakeholder of the integrated development. The establishment of the limited common property 

was proved can overcome the issues faced in the integrated development. However, the low 

establishment of the subsidiary management corporation and limited common property should 

be overcoming by increasing the willingness of the owners and promote them to establish the 

subsidiary management corporation. 

Overall, the Collective Action Theory could assist in promoting the establishment of the 

subsidiary management corporation to manage the limited common property in integrated 

development. The establishment of the subsidiary management corporation could be 

succeeding by the collective action in the aspect of the social rights, resources, governance 

groups and the participants. 
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