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Malaysia is one of the most highly regulated countries in the world in terms of its
telecommunication sector. Telecommunication industry in Malaysia is governed and administered
by the Ministry of Communication and Multimedia Malaysia ("KKMM") and the Malaysian
Communication & Multimedia Commission (“MCMC"). MCMC is a government body established
by virtue of Multimedia Communication and Multimedia Communication Act 1998.

Communication and Multimedia Act 1998 (“"CMA") is the main legislation that provides the
primary source of the law with regards to the telecommunication industry in Malaysia. As to the
licensing framework, it is guided by sub-legislations under the CMA namely; Communication and
Multimedia (Licensing) Regulation 2000 (“Licensing Regulation”) and Communication and
Multimedia (Licensing) (Exemption) Order 2000 (“Exemption Order”). These Licensing Regulation
and Exemption Order are “twin” sub-legislation which must be read together in terms of the
application.

The Licensing Regulation in essence, entails the procedural aspects and what is required in order
for any interested party to be granted with the licence, while the Exemption Order provides certain
activities and services which are exempted from the licensing requirements.

A. Licensing Framework & Categories

The telecommunication licensing framework in Malaysia is tagged to the specific activities in
which it is categorized into four categories of activities which warrant a person to obtain the
licence:
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(i) Network Facilities Provider Licence (“NFP")

This NFP relates to a person who owns or provide the telecommunication related network
facilities for instance, earth stations, fixed links and cables, radiocommunications
transmitters and links, satellite control station, satellite hubs, space station, submarine cable
landing center, towers, poles, ducts, pits and any other network facilities which are not
exempted under the legislation.

In essence, this is in relation to the “upstream” and “backhaul” activities of the
telecommunication sector where such ownership and provisioning of the telecommunication
related facilities must be licensed under the law. These represent the fundamental building
blocks of the convergence model upon which network, applications and content services are
provided.

(ii) Network Services Provider Licence (NSP)

As NFP licence addresses on the ownership and provisioning facilities, this NSP licence is for
the person who provides connectivity or transmission activities to support a variety of
applications. To simulate, just imagine the kids' paper cup phone toys, the paper cup is the
NFP and the thread that connects and carries the voice from one paper cup to another
paper cup is the NSP. That's the simplest illustration for understanding.

The NSP licence entails the bandwidth and connectivity activities such as bandwidth services,
broadcasting distribution services, cellular mobile services, access application services, space
services, switching services, gateway services and any other network services which are not
exempted under the legislation.

(iii) Application Service Provider Licence (ASP)

The ASP licence refers to the activities pertaining to the provisioning of the certain
applications, functions or capabilities; for instance, PSTN telephony, public cellular
services, IP telephony, public payphone services, content-based services, electronic
transaction services, internet access services, messaging services which are delivered to the
end users.

(iv) Content Application Service Provider Licence (CASP)

The CASP licence is in respect of the provisioning of the contents which is defined in the
CMA as “any sound, text, still picture, moving picture or other audio-visual representation,
tactile representation or any combination of the preceding which is capable of being created,
manipulated, stored, retrieved or communicated electronically”.

These contents will be normally broadcasted and published through the medium such as
television and radio broadcast services (satellite broadcasting, subscription broadcasting,
terrestrial free to air TV and terrestrial radio broadcasting) and services such as online
publishing and provisioning of information services.
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B. Licence Types

Following the four categories of the licence above, the licence is further clustered into two types
of licence issuance by the MCMC:

(i) Individual Licence- this type of licence imposes a high degree of regulatory control on
the licensee to conduct a specified activity and may include special conditions imposed by
the MCMC. Such control is required to cater factors such as national and socio-economic
interest. The MCMC conducts a rigorous examination process to determine the capability
of each applicant.

(ii) Class Licence- this type of licence entails ‘light-handed’ form of regulation which is
designed to promote industry growth and development with easy market access by
removing the barriers. It covers telecommunication related activities which are considered
to be minor and poses no potential adverse impact or significance to the national and
socio-economic interest in general.

For better understanding, each category of licence is clustered into the following types of licence:

Individual * Network Facilities Provider (NFP)
* Network Service Provider (NSP)
» Content Application Service Provider (CASP)

Class * Network Facilities Provider (NFP)
* Network Service Provider (NSP)
» Content Application Service Provider (CASP)
* Application Service Provider (ASP)

*Source: Malaysian Communications & Multimedia Commission Licensing Handbook

C. Licence Application Eligibility
The eligibility of the person to apply for the licence shall be as follows:
For Individual licence- Section 5 of the Licensing Regulation specifically stipulates that:

(i)  aforeign company as defined under Companies Act 2016;
(i) anindividual or a sole proprietorship; and
(iiiy a partnership

are ineligible or not qualified to apply for Individual licence.
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For Class licence- Section 23 of the Licensing Regulation states that:

(i)  aforeign individual who is not a permanent resident; and
(i)  aforeign company as defined under the Companies Act 2016

are ineligible or not qualified to apply for Class licence.

Notwithstanding the Minister may, for good cause or as the public interest may require, permit the
persons above to apply to be registered a Class licensee.

In essence, the licence will be granted to the locally incorporated companies.

D. Foreign Equity Participation

While there are no statutory restriction on foreign ownership, Malaysian Government imposes
foreign equity control on the maximum threshold of foreign equity in a locally incorporated
companies to apply and to be registered as the licensee:

Licence Category Maximum Foreign Equity

Network Service Provider 70%
Network Facilities Provider 70%
Application Service Provider 100%

Source: https://www.miti.gov.my

Reference:

1) Communication and Multimedia Act 1998

2) Malaysian Communications & Multimedia Commission Act 1998

3) Communication and Multimedia (Licensing Regulation)s 2000

4) Communications and Multimedia (Licensing) (Exemption) Order 2000

5) Malaysian Communications & Multimedia Commission Licensing Handbook
6) https://www.miti.gov.my/

www.sharenalzalip.com 4



S SHARENAIzalip & Co. THE ADVOCATUS

advocates & solicitors

ABOUT THE AUTHOR

-

Sharen Alzalip is the Managing Partner of Messrs. Sharen Alzalip & Co.

Disclaimer: The contents are for general information purposes only and do not constitute legal advice and
should not be relied upon as such.

Copyrights reserved 2021 Messrs Sharen Alzalip & Co.

www.sharenalzalip.com 5



