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FOREWORD

This Business Guide aims to provide a practical reference point to the Labuan International 
Business and Financial Centre (Labuan IBFC). It includes broad details of its financial, 
legal and fiscal infrastructure, as well as the products and services available.

Labuan IBFC’s legislative framework is the pillar of the jurisdiction, and in order to 
fully understand the provisions contained here, certain references to Sections of the 
corresponding Acts have been indicated. These Acts establish the range of products and 
services available in Labuan IBFC and enshrine the Labuan Financial Services Authority’s 
(Labuan FSA’s) mandate on governance and regulation of the jurisdiction. 

Unlike most other jurisdictions, Labuan FSA is a one-stop regulator dealing with all matters 
relating to the financial centre, while Malaysia’s Inland Revenue Board acts as Labuan 
IBFC’s tax authority.

In addition, reference should also be made to Labuan FSA’s guidelines on business 
practices, conduct, minimum requirements and supervisory requirements, which are 
available at www.labuanibfc.com. Please note that all information contained here is subject 
to change and is current as of 2015. 

We sincerely hope that this Business Guide will facilitate your business endeavours in 
Labuan IBFC. For further information or updates, please visit www.labuanibfc.com or email 
us directly at info@libfc.com.

www.labuanibfc.com
www.labuanibfc.com
mailto:info@libfc.com
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ABOUT LABUAN  

Labuan derives its name from the Malay word for “an anchorage” and it is, fittingly Malaysia’s 
only deepwater port. Located on major shipping routes of the Asian region, this Malaysian 
Federal Territory actually comprises a cluster of seven small islands, of which Labuan is 
the largest.

The island boasts excellent physical infrastructure with a state of the art telecommunications 
system including an Internet Gateway which provides it an efficient e-commerce platform. 

As a Commonwealth country, the Malaysian and Labuan legal system is based on common 
law. All legal cases in Labuan are ultimately handled by the High Court of Sabah with first 
right of appeal resting with the Court of Appeal. Final appeal rests with the Federal Court 
of Malaysia. 

Alternatively, Labuan IBFC provides that all parties which contract within its legal parameters 
have recourse to arbitration or mediation should that be preferred. Both arbitration and 
mediation need not necessarily take place in Labuan or Malaysia, in fact, it may take place 
anywhere for as long as it is mutually agreed by the contracting parties. 

Labuan is one of three duty free islands in Malaysia, thus all goods sold in Labuan are free 
of Malaysian customs duty. In 1990, Labuan was designated as Malaysia’s international 
financial centre and it is now home to Labuan IBFC. Labuan is also a hub for oil and gas, 
providing refining and support services to rigs and facilities throughout Borneo’s western 
seaboard.  

In 2015, Labuan IBFC celebrates its 25th anniversary as a leading midshore international 
business and financial centre, particularly so as a centre serving the Asia Pacific region 
since 1990.

Brief History of Labuan

1846 Labuan was ceded to Britain and made a Crown colony.

1963 Labuan became a part of Sabah in independent Malaysia.
1984 Labuan was declared a Federal Territory.
1990 On 1 October 1990, Labuan was declared an International Financial Centre. 

Initially, it only had 6 banks, 5 legal firms and 8 accounting firms established 
on the island.

1996 The regulator of the jurisdiction, then known as Labuan Offshore Financial 
Services Authority came into being.

1997 The Labuan Trusts Act was gazetted to regulate the operation of trusts; the 
Labuan Limited Partnerships and Limited Liability Partnership Act came into 
force to increase the range of business entities; the International Islamic 
Financial Market is proposed.

1998 Labuan Offshore Securities Industry Act (now repealed) covering laws for 
fund management and Labuan International Financial Exchange (LFX) was 
gazetted.
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1999 Policy changes made to enhance the captive insurance sector.
2000 The formation of the Shariah Advisory Council gave Islamic financial 

business a boost.
2002 The world's first sovereign sukuk of USD600 million was issued by the 

Government of Malaysia.
2004 Web-based electronic document submission and processing was launched 

as a more efficient, cost-effective service.
2006 The world's first exchangeable sukuk of USD750 million made its debut.
2008 In January, Labuan was repositioned and renamed Labuan International 

Business and Financial Centre.
2010 New legislation enacted on 11 February. Act renamed the regulator as 

Labuan Financial Services Authority (Labuan FSA).
2015 Labuan IBFC celebrates its 25th anniversary of incorporation.

Basic Facts

Location Off the west coast of North Borneo, 8km from the state of Sabah, 
Malaysia.

Land Area 95 sq. km. 
The island is mainly flat and undulating. The highest point is only 
85 meters and over 70 per cent of the island is still covered with 
vegetation.

Time Zone 8 hours ahead of Greenwich Mean Time (+0800 GMT) and 16 hours 
ahead of U.S. Pacific Standard Time

Climate Tropical with an average temperature of 30 degrees Celsius, free from 
hurricanes and typhoons.

Population 100,000 (est. 2014).
Language Bahasa Malaysia is the national language. However, English and 

Chinese dialects are widely spoken, with English being the language of 
business.

Currency Malaysian Ringgit, abbreviated as MYR.
Working 
Hours

Government Offices  
Mondays to Thursdays:
8.00am - 1.00pm / 2.00pm - 4.30pm 
Friday: 
8.00am - 12.00pm / 2.45pm - 4.30pm
Commercial Entities 
Mondays to Fridays: 
9.00am - 1.00pm / 2.00pm - 5.30pm

Arrivals There are direct flights to Labuan from Kuala Lumpur and Kota 
Kinabalu, the state capital of Sabah. Carriers that serve the route are 
Malaysia Airlines and Air Asia. 

Getting  
Around

Labuan’s excellent road network links Labuan Town with the entire 
island.

A round-island tour takes approximately 1.5 hours by road. Taxi fares 
are reasonable and generally range from MYR10.00 to MYR20.00, 
depending on the distance travelled. Visitors can also opt to hire self-
drive or chauffeured-driven cars.
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ABOUT LABUAN IBFC 

Labuan Financial Services Authority
Labuan Financial Services Authority or Labuan FSA, is a statutory body set up under 
provisions of the Labuan Financial Services Authority Act 1996, as a one-stop supervisory 
and regulatory body for Labuan International Business and Financial Centre (Labuan 
IBFC).

Labuan FSA’s key role is to license and regulate licensed entities operating within Labuan 
IBFC and to ensure all such companies remain in compliance with the internal and 
international best standards adopted by the jurisdiction. Labuan FSA, in close co-operation 
with Labuan IBFC Incorporated Sdn Bhd, is also responsible for product research and 
market development, aimed at further developing the jurisdiction via the introduction of new 
products and services.

Labuan IBFC Incorporated Sdn Bhd
Labuan IBFC Incorporated Sdn Bhd is the sole official Malaysian agency authorised to 
promote and market Labuan IBFC as the preferred international business and financial 
centre in Asia Pacific. In addition, it acts as the first point of reference for all investors into 
Labuan IBFC. 

Labuan IBFC’s Legislative Framework 
Labuan IBFC’s legal framework comprises eight principal Acts, which empower Labuan 
FSA to regulate all Labuan entities participating in the international business and financial 
centre. In addition, Labuan’s tax provisions are entrenched in the Labuan Business Activity 
Tax Act 1990. Other Acts detail parameters and requirements for every single licensed 
entity, product and service offered in the jurisdiction.

The Principal Acts which govern businesses in Labuan IBFC are:
• Labuan Business Activity Tax Act 1990 
• Labuan Companies Act 1990 
• Labuan Trusts Act 1996 
• Labuan Financial Services Authority Act 1996 
• Labuan Financial Services and Securities Act 2010 
• Labuan Islamic Financial Services and Securities Act 2010 
• Labuan Foundations Act 2010 
•   Labuan Limited Partnerships and Limited Liability Partnerships Act 2010

For your reference, copies of the Acts are available for download at www.labuanibfc.com. 
In addition, Labuan FSA also issues guidelines and circulars to reinforce and enhance 
provisions within the Acts to ensure Labuan IBFC remains responsive to changes in the 
international financial landscape.

The legislation and guidelines remain effective and applicable unless amended or revoked.

www.labuanibfc.com
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LABUAN IBFC’S TAX SYSTEM

Tax Legislation
The Labuan Business Activity Tax Act 1990 (LBATA) governs the imposition, assessment 
and collection of tax on a Labuan business activity carried out by a Labuan entity in, from 
or through Labuan IBFC.

Chargeable Persons
Only Labuan entities carrying out a Labuan business activity are chargeable to tax under 
the LBATA. Labuan entities that carry out a non-Labuan business activity are subject to the 
provisions of Malaysia’s Income Tax Act 1967 (ITA).

Labuan Entities
Labuan entities are the entities as set out in the Schedule of the LBATA. They are made 
up of the following:

• A Labuan company
• A Labuan foundation established and registered under the Labuan Foundations Act 

2010.
• A Labuan Islamic foundation established and registered under the Labuan Islamic 

Financial Services and Securities Act 2010.
• A Labuan Islamic partnership as defined in the Labuan Islamic Financial Services 

and Securities Act 2010.
• A Labuan limited partnership established and registered under the Labuan Limited 

Partnerships and Limited Liability Partnerships Act 2010.
• A Labuan limited liability partnership established and registered under the Labuan 

Limited Partnerships and Limited Liability Partnerships Act 2010.
• A Labuan Islamic trust as defined in the Labuan Islamic Financial Services and 

Securities Act 2010.
• A Labuan trust as defined in the Labuan Trusts Act 1996.
• A Malaysian Islamic bank licensee as defined in the Labuan Islamic Financial 

Services and Securities Act 2010.
• A Malaysian bank licensee as defined in the Labuan Financial Services and 

Securities Act 2010.
• Any Labuan financial institutions as defined in the Labuan Financial Services 

Authority Act 1996.
• Any person declared by the Malaysian Minister of Finance to be a Labuan entity, 

pursuant to Section 2B(2) of the LBATA.

Labuan Business Activity
A Labuan business activity means:
  • A Labuan trading or a Labuan non-trading activity
 • Carried out by a Labuan entity
 • In, from or through Labuan
 • In a currency other than Malaysian currency
 • With non-residents or with another Labuan entity.



14

The following activities by a Labuan entity with residents or in Malaysian currency, where 
permitted under the Exchange Control regulations, would also be regarded as a Labuan 
business activity:

• A Labuan entity carrying on a banking, insurance or financial business licensed 
under the Labuan Financial Services and Securities Act 2010 or Labuan Islamic 
Financial Services and Securities Act 2010, such activity may be carried on with 
residents, and where permitted, may be carried on in the Malaysian currency.

• A Labuan entity holding investments in a domestic company and such holding may 
be with residents and in the Malaysian currency.

• Shipping operations carried out by a Labuan entity in Labuan or outside Malaysia;
 Subject to Minister of Finance’s approval under Section 2A of the LBATA, 

- carrying on of such activity with residents under Section 7(4) of the Labuan 
Companies Act 1990, such activity may be carried on in the Malaysian 
currency

- holding of debt obligations by a Labuan entity in a domestic company, 
such holding may be in the Malaysian currency

- any other transactions carried on in Malaysian currency or with residents.

Labuan companies are allowed to set up marketing offices in Kuala Lumpur and/or Iskandar 
Malaysia, subject to the conditions imposed by Labuan FSA. The Labuan company must 
comply with the guidelines issued by Labuan FSA, in order to be regarded as carrying on 
a Labuan business activity and taxed under the LBATA.

Labuan banks and Labuan insurance companies can also apply to Labuan FSA to set up 
co-located offices in other parts of Malaysia to carry out its Labuan business activities. 
The Labuan banks and Labuan insurance companies must comply with the conditions and 
terms imposed by Labuan FSA under the respective co-location guidelines in order to be 
taxed under the LBATA. 

A Labuan company may also apply to Labuan FSA to set up a co-located office in Kuala 
Lumpur as its operational and management office under the rules for “Co-location of 
Labuan Holding Company”. The Labuan holding company is, however, required to make 
an irrevocable yearly election to be taxed under the ITA instead of under the LBATA.

Note: Further details on the marketing and co-location offices can be found in this Business 
Guide under the sections “Labuan Companies”, “Banking” and “Insurance”. 

Resident for the Purposes of the Labuan Business Activity Tax Act 1990
Resident for the purposes of the LBATA refers to:

• a natural person, a citizen or a permanent resident of Malaysia; or
• any other person who has established a place of business, and is operating, in 

Malaysia, and includes a person who is declared to be a resident pursuant to Section 
214 (6a) of the Financial Services Act 2013. 
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Tax Rates
Tax rates and filing requirements:

Description Tax Rate Annual tax filing 
requirement

A Labuan Entity undertaking a Labuan Business Activity that is:

A Labuan Non-Trading 
Activity
(means holding of 
investments in securities, 
stock, shares, loans, 
deposits or any other 
properties by a Labuan 
entity on its own behalf)

  Not subject to tax File a statutory declaration 
in the prescribed form 
to the Director-General 
of Inland Revenue by 
31 March of that year 
of assessment/or such 
extended period as 
approved by the Director 
General of Inland Revenue 
Board.

A Labuan Trading 
Activity
(banking, insurance, 
trading, management, 
shipping operations, 
licensing or any other 
activity which is not a 
Labuan non-trading 
activity)

3 per cent of net profits 
as per audited accounts 

or,
MYR20,000 upon 
election annually*

File a statutory declaration 
and a return of its profits 
(audited accounts) for that 
year of assessment in the 
prescribed forms to the 
Director-General of Inland 
Revenue by 31 March of 
that year of assessment/or 
such extended period as 
approved by the Director 
general of Inland Revenue 
Board.

If an election was made 
to pay tax of MYR20,000, 
a return of its profit is not 
required to be submitted 
with the statutory 
declaration.

Both Labuan Trading 
and 
Non-Trading Activities

Deemed to be a Labuan 
Trading Activity

Same tax treatment as 
those undertaking a 
Labuan trading activity

Same filing requirement 
as those undertaking a 
Labuan trading activity.

A Labuan Entity undertaking: 
A Non-Labuan Business 
Activity

Tax under ITA corporate 
tax rate: 24 per cent 
(wef YA  2016)

Filing requirement as 
provided under the ITA.

*Note: The election to pay MYR 20,000 is not available to the approved Labuan International 
Commodity Trading Company (LITC) under the Global Incentives for Trading (GIFT) 
Programme.



16

If a Labuan entity which carries out a Labuan trading activity does not have a basis period 
for a year of assessment, the Labuan entity will be charged MYR20,000 tax for that year 
of assessment.

A rebate shall be granted to a Labuan entity on its LBATA tax charged for any zakat paid 
in the basis period for that year of assessment, which is evidenced by a receipt issued by 
a Labuan Islamic religious authority.

Tax Payment Date
A Labuan entity shall pay its taxes for a year of assessment at the time of the filing of its 
statutory declaration for that year of assessment. No refund is available if the zakat paid 
exceeds the tax charged.

Basis Period under the Labuan Business Activity Tax Act 1990
The basis period for a year of assessment is the accounting period or periods ending in the 
calendar year immediately preceding that year of assessment. 

Labuan Trust or Labuan Foundation Holding Malaysia Property
If a Labuan trust or a Labuan foundation holds any Malaysian property, the income derived 
therefrom shall be subject to the ITA. Income derived from non-Malaysian property is 
subject to the LBATA

Irrevocable Election to be Taxed under the Income Tax Act 1967
A Labuan entity can make an irrevocable election (yearly election) under Section 3A of 
the LBATA for its profits to be taxed under the ITA, by furnishing a prescribed form to the 
Director-General of Inland Revenue within three months from the beginning of its basis 
period. The Labuan entity will be subject to the provisions of the ITA for its tax matters 
instead of the LBATA. 

Tax Incentives 
The following income is exempted from income tax in Malaysia: 

• Dividends received by Labuan entities.
• Dividends received from Labuan entities which are paid, credited or distributed out 

of income derived from a Labuan business activity or income exempt from tax.
• Distributions received from Labuan trusts and foundations (including both Islamic) 

by the beneficiaries.
• Distributions of profits by Labuan partnerships (including Islamic partnerships).
• Interest received by residents**, non-residents** or another Labuan entity from a 

Labuan entity.
• Royalties and fees for services, advice or assistance specified in Section 4A(i) and 

(ii) of the ITA, received by a non-resident or another Labuan entity from a Labuan 
entity.

• Other gains or profits under Section 4(f) of the ITA received by a non-resident from 
a Labuan entity.
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No Malaysian withholding tax is imposed: 
• On payments to non-residents for interest, royalties, fees for services, advice or 

assistance, or other gains or profits under Section 4(f) of the ITA by a Labuan entity.
• On payments to non-residents for use of moveable properties by a Labuan licensed 

leasing company. 
(Note: Dividends are not subject to withholding tax in Malaysia)

The following tax incentives are applicable up to year of assessment 2020:
• 100 per cent tax exemption on director fees received by a non-citizen director of a 

Labuan entity.
• 50 per cent tax exemption on gross income received by a non-citizen individual from 

exercising an employment with a Labuan entity in a managerial capacity, in Labuan 
or at its marketing or co-located offices approved by Labuan FSA.

• 50 per cent tax exemption on gross housing and Labuan Territory allowances 
received by a Malaysian citizen from exercising an employment in Labuan with a 
Labuan entity.

• 65 per cent tax exemption on income of any person providing qualifying professional 
services such as legal, accounting, financial and secretarial services in Labuan to a 
Labuan entity.

Stamp Duty Exemption
Stamp duty is exempted on all instruments executed by a Labuan entity in connection with 
a Labuan business activity, on its constituent documents and on transfer of shares in a 
Labuan company.

GST
Under the GST legislation, Labuan has been regarded as “Designated Areas” (DA).  
Generally, the GST treatment for any supplies made within, to or from Labuan will be based 
on place of supply as follows:

Location Goods Services
World to DA Not subject to GST Not subject to GST unless 

such supply of imported 
services has been gazetted 
to be subject to GST

DA to DA Not subject to GST Not subject to GST

Principal Custom Area to DA Zero rated Standard rated*

DA to World Not subject to GST Not subject to GST

DA to Principal Custom Area Standard rated* Standard rated*

*Note: Current standard rated rate is 6%.

Malaysia’s Double Tax Agreements 
Malaysia has signed more than 80 double tax agreements (DTAs) with various countries. 
Labuan entities with tax residency in Malaysia can enjoy the benefits of the DTAs signed 
by Malaysia with its treaty partners unless otherwise specified.
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Compliance with Internationally Agreed Tax Standards
Malaysia including Labuan was included in the United States Treasury list of jurisdictions 
as having reached agreement in substance on Model 1B of the Inter-Governmental 
Agreement to comply with the Foreign Account Tax Compliance Act.

Malaysia has also signed the Multilateral Competent Authority Agreement on 27 January 
2016, re-confirming our commitment to begin automatically exchanging financial account 
information with other states under the Organisation for Economic Co-operation and 
Development’s Common Reporting Standard – Automatic Exchange of Information from 
2018.

Advance Tax Ruling
Any person can apply to the Director-General of Inland Revenue for an advance ruling on 
the application of the LBATA on an arrangement or transaction which involves a Labuan 
entity. However, ruling will only be granted on actual proposed transactions and not on 
completed transactions. 

Confidentiality Clause
The return of profits, statutory declaration or information made or received for the purposes 
of the LBATA shall be treated as confidential and shall not be communicated or disclosed 
to any person except for the purpose of the LBATA. 

Any official who, whether during his employment or thereafter, contravenes the confidentiality 
clause shall be guilty of an offence and upon conviction, be liable to a fine of not exceeding 
MYR1 million or to imprisonment for a term not exceeding two years or both.

The confidentiality clause, however, shall not prevent the disclosure of information to a 
duly authorised servant or agent of a government under a double tax arrangement or 
tax information exchange arrangement which Malaysia has with other countries. The 
confidentiality clause shall also not prevent the disclosure of information upon a request 
from any tax authority of any government outside Malaysia.

Compliance with Internationally Recognised Taxation Agreements
Malaysia’s Inland Revenue Board has entered into an inter-governmental agreement (IGA) 
with the US Inland Revenue Service in 2014 to comply with the US federal law on the 
Foreign Account Tax Compliance Act (FATCA). 

Malaysia will begin its commitments to the OECD’s automatic exchange of information by 
2018. 
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LABUAN ISLAMIC FINANCIAL SERVICES

In 2006, Malaysia launched its national agenda to be positioned as an international Islamic 
financial marketplace. This agenda erected the platform to extend and expand Islamic 
financial services beyond the domestic and regional markets. The strategic collaboration 
and coordination with the financial community, under the Malaysia International Islamic 
Financial Centre (MIFC) initiative, has further enhanced Labuan’s position as a credible 
and competitive centre for Islamic financial services.

The first Labuan sukuk was issued in 2001 and today over USD993 billion flows through 
the island’s Islamic financial system, giving Labuan IBFC a first mover advantage in this 
dynamic and fast-growing area of financial services.

Labuan IBFC unveiled its international Waqf foundation in 2015, the first Islamic foundation 
integrating the concept of Waqf as an attractive vehicle for wealth preservation and 
succession planning, further strengthening Labuan IBFC’s position as an international 
Islamic wealth management centre. 

World-Class Islamic Finance Legislation
Development of the Labuan Islamic Financial Services and Securities Act 2010 is testament 
to this fact and serves to further strengthen Labuan IBFC’s leading position in this area. 
As the world’s first omnibus legislation governing all Islamic business for an international 
financial centre, it has clarified, streamlined and consolidated all requirements for Islamic 
finance in Labuan IBFC.

The enactment of this Act contains provisions for the offering of Islamic securities, 
licensing of Islamic banking, takaful and retakaful activities, dealings in Islamic securities 
and investment advice, establishment of Islamic private and public funds, and formation 
of Shariah-compliant vehicles such as Islamic limited partnerships and limited liability 
partnerships. The law also caters for the formation of Shariah-compliant structures including 
Shariah-compliant trusts, foundations and captives.

The Act has also enhanced the role of the Shariah Supervisory Council, a body renowned 
for the quality of its Islamic scholars, to a level at which its rulings may be deemed admissible 
in any court of competent jurisdiction.

With this encompassing and dedicated Act, Labuan IBFC is able to provide a greater 
degree of comfort and certainty in Islamic financial services, reinforcing its position as one 
of the world’s leading Islamic financial centre.

Labuan IBFC also aims to become the centre of product innovation by helping to fuel the 
development and structuring of more complex, liquid and long-term Islamic products that 
will satisfy the broad needs of investors and issuers.

The global integration of Islamic financial markets is further spearheaded by the International 
Islamic Financial Market (IIFM). The IIFM is a standard-setting organisation focusing on 
the standardisation of Islamic financial contracts and product templates relating to the 



capital and money markets as well as corporate and trade finance segments of the Islamic 
financial services industry. Labuan FSA is a founding member of the IIFM. The IIFM plays 
an important role in promoting unification of the Islamic financial market by developing best 
practices and achieving Shariah harmonisation at the global level. To date, the IIFM has 
published the following key standards:

• IIFM Master Agreements for Treasury Placement
• ISDA/IIFM Tahawwut (Hedging) Master Agreement
• ISDA/IIFM Islamic Profit Rate Swap (Mubadalatul Arbaah) Standard Product 

Templates
• IIFM Inter-Bank Unrestricted Master Investment Wakalah Agreement
• IIFM Master Collateralised Murabahah Agreement
• ISDA/IIFM Islamic Cross Currency Swap (Himaayah Min Taqallub As’aar Assarf) 

Standard Product Template
• ISDA/IIFM Islamic Foreign Exchange Forward (Wiqayah Min Taqallub As’aar Assarf) 

Standards

The IIFM standards contribute towards strengthening further the liquidity and risk 
management capabilities as well as increasing the efficiency of the Islamic financial 
services industry. Labuan Islamic financial institutions can adopt the IIFM standards to 
facilitate their international transactions.

Owing to its supervision and regulation, Labuan IBFC will also play an active role in the 
broader acceptance of Islamic finance products and services in international markets. 
Promoting sound accounting procedures and standards will provide a significant boost to 
the levels of transparency, accountability and credibility of Shariah-compliant products, and 
help in integrating Islamic financial markets with global markets.
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COMPANIES     

Company formation is one of the most important areas of business in the sector. Labuan, 
being strategically positioned between the two giant economies of China and India and in 
close proximity with other regional financial centres, is poised to attract investors to set up 
a Labuan company as the ideal vehicle to tap into the many investment opportunities in 
this Asian region. 

All Labuan companies are governed by the Labuan Companies Act 1990, which provides 
for the incorporation of companies, either limited by shares/guarantee or unlimited, and the 
registration of foreign companies. 

The Labuan companies share the following corporate characteristics:

Basic Conduct A Labuan company has the powers of a natural 
person.

Qualifying Criteria Residents and non-residents of Malaysia are 
permitted to establish a Labuan company.

Transaction Currency Any currency except Malaysian Ringgit (MYR).
Licensed Business The following business is regulated by special 

legislation:
• Banking and Labuan financial business.
• Insurance and insurance-related.
• Capital market and market intermediaries.
• Foundations (both conventional and Shariah-

compliant). 
• Service providers.

Prior approval to conduct such business must be 
obtained before incorporation.

Registration/Incorporation The applicant must appoint a licensed Labuan trust 
company, which will conduct its own due diligence on 
the prospective client.

Shareholding • Minimum of one (either individual or corporate 
entity).

• No bearer shares are allowed.
• Shares shall be of no par value.

Registered Office The principal office of a Labuan trust company is 
deemed as the registered office of a Labuan company.

Resident Secretary Compulsory (a Labuan trust company shall be appointed 
as the nominated secretary).

Filing of Annual Returns Filed annually not later than 30 days prior to the 
anniversary of the date of its incorporation.

Audited Accounts • Optional.
• Required for Labuan companies opting to pay 3 

per cent tax per annum on audited net profits and 
Labuan companies with licensed activities.

23
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Record-keeping All Labuan companies (including branches and 
subsidiaries) shall maintain all accounting records for a 
period not less than six years from the date an account 
transaction has been completed.

Redomicile Change in domicile is permitted.

Company Search There are no publicly accessible records of Labuan 
companies.

Incorporation Timescale Within 24 hours, subject to complete submission of 
necessary documents. Request may be expedited with 
an optional fast track fee.

Labuan pre-incorporated companies (LPCs) are also 
available.

A Labuan company business is not permitted to transact in Malaysian Ringgit other than:
• For the purpose of defraying its administrative expenses and statutory expenses
• For the holding of investments in a domestic company
• For the holding of debt obligations in a domestic company

and as specified under Section 7(4) of the Labuan Companies Act 1990.

A Labuan company is permitted to deal with Malaysian residents provided it notifies Labuan 
FSA within ten working days of the transaction. 

Exemptions to the notification requirement are provided wherein:
• The Labuan company carries on any licensed activity with a resident under the 

Labuan Financial Services and Securities Act 2010 or the Labuan Islamic Financial 
Services and Securities Act 2010.

• The Labuan company makes or maintains deposits with a person carrying on a 
business within Malaysia.

• The Labuan company makes or maintains professional contact with any counsel, 
attorney, accountant, bookkeeper, Labuan trust company or a corporation wholly 
owned by a Labuan trust company made available by the Labuan trust company 
to act or be appointed as a resident director or a resident secretary of a Labuan 
company, management company, investment adviser or other similar person 
carrying on business with Malaysia.

• The Labuan company prepares or maintains books and records within Malaysia.
• The Labuan company holds within Malaysia meetings of its directors or members.
• The Labuan company holds any lease of any property for the purpose of its operations 

or as accommodation for its officers or employees.
• The Labuan company holds shares, debt obligations or other securities in a 

company incorporated under this Act or in a domestic company, or holds shares, 
debt obligations or other securities including shares and any property provided as 
collateral to secure any borrowing for the purposes of a transaction entered into in 
the ordinary course of business in connection with the lending of money.

• A resident of Malaysia holding shares in that Labuan company.
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Application Requirements
The Labuan Companies Act 1990 requires the intended Labuan company to employ the 
services of a licensed Labuan trust company to act as its incorporation agent. Among the 
services offered by a Labuan trust company are: 

• The provision of a registered office, resident secretary and director. 
• The performance of secretarial duties of the Labuan company including lodgement 

of any documents required under the Labuan Companies Act 1990.
• The general management of all Labuan entities

The list of Labuan trust companies can be obtained at www.labuanibfc.com. 

The general process for registering a Labuan company is as follows:
• The applicant must appoint a Labuan trust company for the registration.
• For a fee, the applicant may reserve its company name with Labuan FSA. Labuan 

FSA will reserve the name for three months and has the discretion to reject the 
name.

- The name may contain any word or abbreviation thereof in the national 
language of any country that denotes a company limited by shares or 
guarantee.

- The name of a Labuan company may be written in any language, alphabet 
or characters. However, an English version of the name must be provided.

• When registering the company, the application must be accompanied by the 
Memorandum and Articles of Association, a statutory declaration of compliance 
by the trust company and consent in writing of the person(s) to be appointed as 
director(s) of the company, together with the relevant fees.

• For activities that require licensing, prior approval must be obtained to undertake 
such activities before the incorporation of the company.

Please note that the procedures detailed above apply for both Labuan companies and 
foreign Labuan companies.

Fees
The registration fee for a Labuan company is dependent on its paid-up capital and differs 
for a foreign Labuan company. 

The subsequent annual fee is payable on or before each anniversary of the date of its 
registration/incorporation. 

Please refer to the Fee Schedule for the relevant fee details.

SETTING UP A MARKETING OFFICE IN KUALA LUMPUR AND ISKANDAR MALAYSIA
The role of a marketing office is limited to facilitating meetings with clients and establishing 
contacts with potential clients. There should be no maintenance of books and records 
(including trading activities) through, from or in the marketing office.

All Labuan companies, including those licensed under the laws relating to financial services 
in Labuan IBFC may apply to set up a marketing office in Kuala Lumpur and/or in Iskandar 
Malaysia. 

www.labuanibfc.com
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Labuan companies that have an existing Kuala Lumpur marketing office may also apply to 
establish another marketing office in Iskandar Malaysia. With the exception of insurance 
brokers and captives, all Labuan companies with such a marketing or co-located office are 
required to maintain a management office in Labuan.

Application Requirements
All Labuan companies must submit through their respective trust companies, the following 
minimum information towards the application:

• Business plan of setting up the marketing office.
• Organisational chart.
• Three years financial projection

All applications can be directed to the Business Management Department of Labuan FSA 
and Labuan FSA reserves the right to revoke the approval due to non-compliance with 
Labuan FSA’s guidelines and other regulatory requirements.

Operational Requirements
Location and Address

• The marketing office must have an address.
• The marketing office must be segregated and independent from the office of the 

other entity/company and it has its own telephone line, fax machine and computer 
terminal separate from the other entity/company.

• The premise should not be used for personal use or accommodation.

Staff
• The number of staff in each of the marketing office should not exceed four.

Signboard
• The name of the Labuan company must be easily legible in Romanised characters, 

printed on a signboard affixed at the entrance of the Marketing Office.
• The signboard must contain the company’s name, incorporation/ registration number 

and licensed number (where applicable).
• The Labuan company must also comply with requirements of the relevant local 

authorities with regard to the signboard and Marketing Office, wherever applicable.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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CO-LOCATED LABUAN HOLDING COMPANIES
The following provides a guide for the establishment of a co-located Labuan holding 
company which will allow a company to further develop its business by leveraging on 
the infrastructure, human capital, professional advisers and service providers, as well as 
recreational and residential facilities that are available in Kuala Lumpur.

A Labuan holding company refers to a Labuan company incorporated under the Labuan 
Companies Act 1990, which:

• Carries on business with non-residents of Malaysia and in non-Malaysian Ringgit 
currencies except as permitted under the Labuan Companies Act 1990 and the 
Financial Services Act 2013.

• Subject to Labuan FSA’s approval, is allowed to carry on any one or a combination 
of the following business activities from its office in Kuala Lumpur: 

- Holding of investment in securities, stocks, shares, loans, deposits or 
immovable properties.

• Provides management services including administrative, human resource, 
accounting and backroom support services to:

a) Related companies* within Malaysia, or
b) Related or non-related companies outside Malaysia.

• Manages surplus funds and provides credit facilities to related companies within the 
group in and outside Malaysia.

• Carries out trading or invoicing activities outside Malaysia.
*Note: “Related companies” has the meaning assigned to it in the Labuan Companies Act 
1990.

Application Requirements 
The application for approval to set up an operational and management office should be 
submitted to Labuan FSA, prior to the establishment of the office, and can be made by:

• A company incorporated under the Labuan Companies Act 1990, or
• Any person intending to incorporate a company under the Labuan Companies Act 

1990.

The applicant must have international and/or regional businesses.

All applications for the setting up of a Labuan holding company should be directed to 
the Director-General of Labuan FSA and should include, but not limited to the following 
information:

• The proposed name of the Labuan holding company.
• Nature of business of the applicant.
• Business plan of the company, including the purpose of co-locating the office. 
• Organisational chart of the proposed office in Kuala Lumpur, including the estimated 

number of staff.
• Information on director(s) and shareholder(s) of the applicant company.
• Biodata of the proposed principal officer who will be managing the office.  

(“Principal officer” means the principal executive officer of the company by whatever 
name it is referred to and whether or not he is a director and who is accustomed to 
act under the instructions of the applicant.)
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Operational Requirements
Location and Address of the Office
A Labuan holding company is required to inform Labuan FSA of its address and contact 
details of its office in Kuala Lumpur prior to the commencement of its operations and any 
subsequent changes to this address. In addition, the office of the Labuan holding company 
in Kuala Lumpur must be:

• Separated from the office of another entity/company; and
• Managed by its own personnel with independent books and records.

Name and Signboard
The name of a Labuan holding company must be easily legible, written in romanised 
characters, printed on a signboard and affixed at the entrance of the office. The signboard 
must contain the following information:

• The Labuan holding company’s incorporation number; and
• The words “Labuan Company”.

In addition, the Labuan holding company must also comply with requirements of the 
relevant local authorities, whenever applicable, with regard to the signboard.

Directors and Principal Officer 
A Labuan holding company shall appoint a minimum of one (1) director of any nationality. 
However, no corporate director is allowed. In addition, the Labuan holding company is 
required to notify Labuan FSA of any change to its principal officer.

Other Key Requirements for a Co-located Holding Company
• It must have sufficient paid-up capital commensurate, or in accordance, with its 

operations and activities.
• It must make an irrevocable election to be taxed under the Income Tax Act 1967 

pursuant to Section 3A of the Labuan Business Activity Tax Act 1990. Hence, the 
Labuan holding company is required to:

a) comply with the provisions of the Income Tax Act 1967
b) submit an annual audited accounts to Labuan FSA; and
c) conduct an annual general meeting in Malaysia.

• It must provide statistical information to Labuan FSA in a manner and frequency as 
may be determined by Labuan FSA.

• Subject to relevant provision of the laws relating to disclosure of information, it must 
provide Labuan FSA with any information relating to its business and operations 
whenever it is required.

• It must comply with other requirements of the Labuan Companies Act 1990 and the 
relevant laws, whichever applicable, including obtaining appropriate work permit(s) 
from the Immigration Department of Malaysia for expatriates employed by the co-
located Labuan holding company in Malaysia.

Revocation and Surrender
• Labuan FSA reserves the right to revoke the approval if Labuan FSA is satisfied, 

based on the information made available to it, that the Labuan holding company has 
not complied with any laws or requirements.
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• Notwithstanding the above, the Labuan holding company may surrender the 
approval under these guidelines by notifying Labuan FSA in writing not less than 
one (1) month from the date it intends to close the office.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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BANKING                                                                                         

Labuan IBFC offers a comprehensive platform for banks and financial intermediaries 
looking to establish their operations and to take advantage of the numerous associated 
opportunities in the region.

Labuan banking activities (conventional and Islamic) are governed and regulated under 
Part VI, Section 86 to 100 of the Labuan Financial Services and Securities Act 2010 and 
Part VI, Section 60 to 75 of the Labuan Islamic Financial Services and Securities Act 2010 
respectively.

CONVENTIONAL BANKS
Section 86 of the Labuan Financial Services and Securities Act 2010 defines a Labuan 
banking business as:

• The business of receiving deposits on current account, deposit account, savings 
account or any other account as may be specified by Labuan FSA.

• Labuan investment banking business.
• Labuan financial business.
• Such other business as Labuan FSA, with the approval of the Minister of Finance, 

may specify in any currency (including Malaysian Ringgit where permitted by the 
Financial Services Act 2013 or such other relevant law in force).

In addition, Labuan financial business is defined as:
• Building credit business.
• Credit token business.
• Development finance business.
• Leasing business.
• Factoring business.
• Money-broking business.
• Such other business as Labuan FSA, with the approval of the Minister of Finance, 

may specify in any currency (including Malaysian Ringgit where permitted by the 
Financial Services Act 2013 or such other relevant law in force).

Application Requirements
An applicant should meet the following minimum criteria:

• Must be a bank or financial institution in another jurisdiction.
• Possesses a sound track record.
• Has been accorded a good credit rating by an acceptable rating agency.
• Supervised by a competent regulatory authority in another jurisdiction.
• Conforms and subscribes to generally accepted standards of international banking 

practices or the Bank of International Settlement (BIS), as the case may be.
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An applicant is required to submit the prescribed forms and the submission should include, 
but is not restricted to, the following:

• The nature of business of the applicant.
• The composition of its Board of Directors and senior management.
• Audited financial statements for the last three years.
• A three-year business plan, which should provide a detailed outline of its operations 

and strategies with regard to its Labuan entity.
• Any other information relevant to the application.
• Letter of awareness from a competent regulatory authority that supervises the 

applicant in the originating jurisdiction.
• Letter of guarantee or undertaking or both from the parent company.

Operational Requirements
Upon issuance of the licence, the Labuan bank is required: 

• To comply with the statutory requirements under the Labuan Financial Services and 
Securities Act 2010.

• To maintain a physical presence in Labuan.
• To comply with the prudential and reporting requirements issued by Labuan FSA.
• To carry on business in any currency other than the Malaysian currency, except as 

permitted by the relevant authorities.
• To ensure compliance with the Guidelines on Anti-Money Laundering and Counter 

Financing of Terrorism.
• To adhere to any other guidelines and requirements issued by Labuan FSA from 

time to time.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

LABUAN ISLAMIC BANKS
Section 60 of the the Labuan Islamic Financial Services and Securities Act 2010 defines a 
Labuan Islamic banking business as:

• The business of receiving deposits on current account, deposit account, savings 
account or any other account in compliance with Shariah principles as may be 
specified by the Authority.

• Labuan Islamic investment banking business.
• Labuan Islamic financial business.
• Such other business as the Authority, with the approval of the Minister, may specify 

in any currency (including Malaysian Ringgit where permitted by Financial Services 
Act 2013 or such other relevant law in force)

http://bit.ly/21RpwK8


33

In addition, Labuan Islamic financial business is defined as:
• Islamic building credit business.
• Islamic credit token business.
• Islamic development finance business.
• Islamic leasing business.
• Islamic factoring business.
• Islamic money-broking business.
• Such other business as Labuan FSA, with the approval of the Minister of Finance, 

may specify in any currency (including Malaysian Ringgit where permitted by the 
Financial Services Act 2013 or such other relevant law in force), and excludes 
any transaction pursuant to a scheme of financing approved by the Authority as a 
scheme which is in compliance with Shariah principles, whereby such transaction is 
strictly required for the purpose of compliance pursuant to such scheme of financing 
but which will not be required for any other schemes of financing.

Application Requirements
An applicant should meet the following minimum criteria:

• Must be a bank or financial institution.
• Possesses a sound track record.
• Accorded a good credit rating by acceptable rating agencies.
• Supervised by a competent regulatory authority.
• Conforms to generally accepted standards of international banking practices or the 

Bank for International Settlements (BIS), as the case may be.
An applicant is required to submit the prescribed forms and the submission should include, 
but is not restricted to, the following:

• A letter of awareness from a competent regulatory authority that supervises the 
applicant’s shareholder/head office.

• A letter of guarantee from the applicant’s shareholder or an undertaking from the 
head office.

• Business plans inclusive of three years’ financial projections of the applicant.
• Certified true copy of the Memorandum and Articles of Association of the applicant.
• Certified true copy of the resolutions of the board or minutes of the general meeting 

which approve the applicant to apply for a licence.
• Copy of the audited annual accounts of the applicant’s shareholder/head office for 

the three preceding years.
• Applicant’s corporate profile, which includes:

- The name, place and date of establishment of the applicant.
- The names, addresses, qualifications and experience of the directors 

and officers responsible for the overall management of the affairs of the 
applicant.

- The name and address of each member who holds 10% or more of the 
voting shares of the applicant.

• Declaration by the applicant on the probity of its directors and officers who are 
responsible for the management of the applicant.

• Information on its own internal Shariah Advisory Board (SAB).
• Any other information relevant to the application.
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Operational Requirements
Upon issuance of the licence, the Labuan Islamic bank is required:

• Maintain a physical presence in Labuan.
• Every director or principal officer (PO) of a Labuan Islamic bank must be fit and 

proper persons and shall not be subject of any adverse report from any reliable 
sources. The appointment of a director or PO of a Labuan Islamic bank must obtain 
prior approval from Labuan FSA.

• Comply with the statutory requirements under the Labuan Islamic Financial Services 
and Securities Act 2010.

• Comply with the prudential and reporting requirements issued by Labuan FSA.
• Adhere to any other requirements issued by Labuan FSA from time to time.
• Meet certain pre-determined criteria, should it prefer to co-locate to any other parts 

of Malaysia.

Additional Incentives
Under the Malaysia International Islamic Financial Centre’s (MIFC) initiative, Labuan 
Islamic banks are given greater flexibility as follows:

• Exemption from maintaining physical presence in Labuan. The Labuan Islamic 
banks may open operations offices anywhere in Malaysia, subject to consideration 
by Labuan FSA.

• No limitation on the staffing and number of operations offices to be opened outside 
Labuan.

• The operations offices are to conduct Islamic financial business in non-Malaysian 
Ringgit currencies and deal mainly with non-residents as per Labuan legislation.

• Dealings with residents in non-Malaysian Ringgit transactions are allowed as 
permitted under the current foreign exchange administration policies.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

LABUAN INVESTMENT BANKS
Labuan investment banking is defined under the Labuan Financial Services and Securities 
Act 2010 as:

• The business of providing credit facilities.
• The business of providing consultancy and advisory services relating to corporate 

and investment matters or making investments on behalf of any person, including 
dealing in securities, or making and managing investments on behalf of any person.

• The business of undertaking foreign exchange transactions, interest rate swaps, 
dealings in derivative instruments or derivative financial instruments or any other 
similar risk management activities.

• Labuan financial business.
• Other such business as Labuan FSA, with the approval of the Minister of Finance, 

may specify.
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Labuan investment banks are not allowed to accept deposits and may only carry on 
business in a currency other than the Malaysian Ringgit, except as permitted by the relevant 
authorities. Subject to provisions under the Labuan Financial Services and Securities Act 
2010 or Labuan Islamic Financial Services and Securities Act 2010 and Financial Services 
Act 2013, a licensed Labuan investment bank is allowed to deal with Malaysian residents 
and in Malaysian Ringgit.

Application Requirements
A Labuan investment bank can be set up as a branch/subsidiary and registered or be 
incorporated under the Labuan Companies Act 1990. Applications to the Director-General 
of Labuan FSA may be accepted from:

• An investment bank or group engaging in investment banking activities licensed by 
the regulatory authority in the country of origin.

• A licensed bank or an established financial institution or financial service provider 
supervised by a competent regulatory authority.

• Any licensed institution under the Financial Services Act 2013 with prior approval of 
Bank Negara Malaysia.

• Corporations with the necessary expertise and experience in the financial industry 
with at least three years’ good track record and regulated by an authority in their 
home country.

In addition, an applicant’s submission must include, but is not limited to, the following:
• For applicants which are branches/subsidiaries, a letter of undertaking from the 

head office/parent company to assume any liability arising from the operations of its 
branch/subsidiary in Labuan.

• A business plan.
• Three years financial projections.
• Audited annual accounts for the three years immediately preceding the application, 

where applicable.
• A letter of consent from the home regulatory authority, where applicable.
• Details of the composition of its Board of Directors and senior management. 

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Capital Requirements
The applicant must have a paid-up capital of MYR10 million (unimpaired by losses) or 
its equivalent in a foreign currency or if the applicant is a branch, it must maintain net 
working funds equivalent to MYR10 million. In addition, Labuan FSA is to be informed of 
any changes in shareholding structure of capital and/or any erosion of paid-up capital.

Operational Requirements
The Labuan investment bank must adhere to the following:

• The applicant must maintain a sufficiently staffed operational office in Labuan and all 
dealings must be conducted through this office. 

• Applicant can only carry on business in any currency other than Malaysian Ringgit, 
except as permitted by the relevant authorities.

http://bit.ly/21RpwK8


36

• Subject to the provisions under the Labuan Financial Services and Securities Act 
2010 and Financial Services Act 2013, licensed Labuan investment banks may 
deal with Malaysian residents. In dealing with residents and arranging syndicated 
financing schemes, the said investment bank must ensure that the syndication, as 
far as possible, should involve banking institutions based in Labuan before involving 
other financial institutions overseas.

• Shall appoint an approved auditor.
• Must obtain the approval of Labuan FSA on any changes or amendments to its 

constituent documents and indicate clearly its names and licence number on its 
letterhead, stationery and other documents.

In addition, the Labuan investment bank:
• Must subscribe to safeguards and standards developed and issued by the relevant 

authority or organisation. These include implementing an effective management 
control system, capital adequacy and use of value at risks models, as well as having 
proper reporting, disclosure and accounting procedures.

• Which is a branch of a foreign bank, should subscribe to the prevailing rules and 
regulations of the home country which houses its head office. 

• Must conduct its business with due diligence and sound principles, and maintain 
adequate and proper records and books of accounts.

• Must obtain approval from Labuan FSA of any change in business plan.
• Is required to submit to Labuan FSA within six months after the close of each financial 

year, two copies of its audited annual balance sheet and profit and loss account.
• Is to provide statistics and information required from time to time by Labuan FSA in 

relation to prudential information, general business conduct and volume of business 
in Labuan.

• Must ensure compliance with the Guidelines on Anti-Money Laundering and Counter 
Financing of Terrorism.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

LABUAN ISLAMIC INVESTMENT BANK
Labuan Islamic investment banking business means any of the following business as 
defined under the Labuan Islamic Financial Services and Securities Act 2010:

• Providing financing facilities in compliance with Shariah principles.
• Providing consultancy and advisory services relating to corporate and investment 

matters, including dealing in securities, or making and managing investments, on 
behalf of any person, in compliance with Shariah principles.

• Undertaking foreign exchange transactions, profit rate swaps, dealings in Islamic 
derivative instruments or Islamic derivative financial instruments which are in 
compliance with Shariah principles or any other similar risk management activities.

• Labuan Islamic financial business.
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• Such other business as Labuan FSA may specify, with the approval of the Minister 
of Finance, in any currency (including in Malaysian Ringgit where permitted by the 
Financial Services Act 2013 or such other relevant law in force).

Labuan Islamic investment banks are not allowed to accept deposits.

Application Requirements
A Labuan Islamic investment bank can be set up as a branch or subsidiary and registered 
or incorporated under the Labuan Companies Act 1990. The application may be accepted 
from:

• An investment bank or group engaging in investment banking activities licensed by 
the regulatory authority in the country of origin.

• A licensed bank or an established financial institution or financial service provider 
supervised by a competent regulatory authority.

• Any institutions licensed under the Financial Services Act 2013 with prior approval 
from Bank Negara Malaysia.

• Corporations with the necessary expertise and experience in the financial industry 
with at least three years’ good track record and regulated by an authority in their 
home country.

In addition, an applicant’s submission must include, but is not limited to, the following:
• A letter of awareness from a competent regulatory authority that supervises the 

applicant’s shareholder/head office.
• A letter of guarantee from the applicant’s shareholder or an undertaking from the 

head office.
• Business plans inclusive of three years’ financial projections of the applicant.
• Certified true copy of the Memorandum and Articles of Association of the applicant.
• Certified true copy of the resolutions of the board or minutes of the general meeting 

which approve the applicant to apply for a licence.
• Copy of the audited annual accounts of the applicant’s shareholder/head office for 

the three preceding years.
• Applicant’s corporate profile, which includes:

- The name, place and date of establishment of the applicant.
- The names, addresses, qualifications and experience of the directors 

and officers responsible for the overall management of the affairs of the 
applicant.

- The name and address of each member who holds 10% or more of the 
voting shares of the applicant.

• Declaration by the applicant on the probity of its directors and officers who are 
responsible for the management of the applicant.

• Information on its own internal Shariah Advisory Board (SAB).
• Any other information relevant to the application.

Capital Requirements
The applicant must have a paid-up capital of MYR10 million (unimpaired by losses) or 
its equivalent in a foreign currency or if the applicant is a branch, it must maintain net 
working funds equivalent to MYR10 million. In addition, Labuan FSA is to be informed of 
any changes in shareholding structure of capital and/or any erosion of paid-up capital.
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Operational Requirements
The Labuan Islamic investment bank must adhere to the following:

• Maintain a physical presence in Labuan.
• Every director or principal officer (PO) of a Labuan Islamic investment bank must

be fit and proper persons and shall not be subject of any adverse report from any
reliable sources. The appointment of a director or PO of a Labuan Islamic investment
bank must obtain prior approval from Labuan FSA.

• Comply with the statutory requirements under the Labuan Islamic Financial Services
and Securities Act 2010.

• Comply with the prudential and reporting requirements issued by Labuan FSA.
• Adhere to any other requirements issued by Labuan FSA from time to time.
• Meet certain pre-determined criteria, should it prefer to co-locate to any other parts

of Malaysia.

In addition, the Labuan investment bank:
• Must subscribe to safeguards and standards developed and issued by the relevant

authority or organisation. These include implementing an effective management
control system, capital adequacy and use of value at risks models, as well as having
proper reporting, disclosure and accounting procedures.

• Which is a branch of a foreign bank, should subscribe to the prevailing rules and
regulations of the home country which houses its head office.

• Must conduct its business with due diligence and sound principles, and maintain
adequate and proper records and books of accounts.

• Must obtain approval from Labuan FSA of any change in business plan.
• Is required to submit to Labuan FSA within six months after the close of each financial

year, two copies of its audited annual balance sheet and profit and loss account.
• Is to provide statistics and information required from time to time by Labuan FSA in

relation to prudential information, general business conduct and volume of business
in Labuan.

• Must ensure compliance with the Guidelines on Anti-Money Laundering and Counter
Financing of Terrorism.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

CO-LOCATED BANKS
The following provides a guide for the establishment of a co-located Labuan bank and 
provides the option for a Labuan bank to establish an office, or offices in other parts of 
Malaysia other than its office in Labuan (hereinafter referred to as the “co-located office”).

A Labuan bank given approval to establish a co-located office must continue to have an 
office in Labuan to perform the functions assigned to the Labuan office. The application 
for approval to set up the co-located office must be submitted to Labuan FSA prior to its 
establishment. 
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Qualifying Criteria
The application can be made by any Labuan bank licensed under the Labuan Financial 
Services and Securities Act 2010. An applicant has the choice between the two co-locating 
options below, subject to compliance with pre-determined criteria:  

Options Eligibility Criteria
Option 1
The Labuan bank may carry out 
any operations at the co-located 
office, except for the following 
which will remain in Labuan:

• Booking centre
• Maintenance of records

The applicant bank must have:
• An average total asset for three (3) years 

preceding the application of not less than 
USD1 billion.

• An average percentage of loan granted 
to non-residents to the total outstanding 
loan for three (3) years preceding the 
application, of not less than 50 per cent.

• An average percentage of deposit from 
non-residents to the total deposit for three 
(3) years preceding the application, of not 
less than 50 per cent.

• A minimum number of ten staff.

Option 2
The Labuan bank may only carry 
on specific operations as may be 
approved by Labuan FSA, apart 
from marketing activities.

All other operations are to be 
retained in Labuan.

The applicant bank has been in operation in 
Labuan for not less than three (3) years at the 
time of the application.

Labuan banks which do not wish to co-locate are instead allowed to apply or continue 
to have their marketing office under the Guidelines on the Establishment of Marketing 
Office in Kuala Lumpur and Iskandar Malaysia as previously described. However, once a 
co-located office is set up, the bank is no longer allowed to set up a separate marketing 
office.

Permitted Activities 
Labuan banks that co-locate under these guidelines are allowed to conduct the following 
business activities at the co-located office:

• Banking business as permitted under the Labuan Financial Services and Securities 
Act 2010 or any other relevant legislation; and

• Any other banking businesses as may be permitted from time to time. 

All applications for the setting up of a co-located Labuan bank office should be directed 
to the Director-General of Labuan FSA and should include, amongst others the following 
information:

• A business plan that illustrates the following:
a) Rationale or purpose of co-locating the office under these guidelines.
b) Functions of the Labuan office and the co-located office respectively.
c) Relocation plan of staff from Labuan to the co-located office (if any).
d) Business strategy for the co-located office.

• Organisational chart of the Labuan office and co-located office, including the 
estimated number of staff after the co-location takes place.
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Notwithstanding the above, Labuan FSA may request other information for the purpose of 
processing the application.

Operational Requirements
Address of the Co-Located Office
Labuan banks are required to inform Labuan FSA on the address and contact numbers of 
the co-located office prior to the commencement of its operations and of any subsequent 
changes. In addition the co-located office must be:

• Separated from the office of another entity/company; and 
• Managed by its own personnel with sufficient books and records that would explain 

their activities at the co-located office.

Name and Signboard
The name of the Labuan bank must be easily legible in romanised characters, printed on a 
signboard and affixed at the entrance of the co-located office. The signboard must contain 
the following information:

• The Labuan bank’s licence number; and
• The words “Labuan bank licensed under the Labuan Financial Services and 

Securities Act 2010”.
In addition, the Labuan bank must comply with requirements of the relevant local authorities 
with regard to the signboard of the co-located office, wherever applicable.

Others
Labuan FSA may request a Labuan bank to provide statistical information in such manner 
and frequency as may be determined by Labuan FSA with regard to its activities in the 
co-located office. 

Market Conduct and Consumer Protection
A Labuan bank that co-locates is expected to comply with any guidelines and requirements 
on market conduct and consumer protection, issued by Labuan FSA from time to time.

Revocation and Surrender 
Labuan FSA reserves the right to revoke its approval if it is satisfied, based on the 
information made available to it, that the Labuan bank has not complied with any laws or 
requirements in relation to the co-located office. 

Notwithstanding, the Labuan bank may surrender the approval under these guidelines by 
notifying Labuan FSA in writing not less than one (1) month from the date it intends to close 
the co-located office.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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INSURANCE AND TAKAFUL

All insurance, reinsurance and insurance-related activities set up in Labuan IBFC are 
regulated under Part VII, Section 101 to 128 of the Labuan Financial Services and Securities 
Act 2010; and its Islamic counterparts, takaful, retakaful and takaful-related activities under 
Part VII, Section 76 to 104 of the Labuan Islamic Financial Services and Securities Act 
2010.

The following details the types of licences which are issued by Labuan FSA to conduct 
insurance and insurance-related activities:

• Direct insurance - life or general
• Reinsurance
• Takaful
• Retakaful
• Captive insurance/captive takaful.
• Insurance manager/Takaful manager.
• Underwriting manager/Takaful underwriting manager.
• Insurance broker (including financial planning activities)/Takaful broker.

LABUAN INSURANCE AND REINSURANCE BUSINESS 
A Labuan insurance business is defined as an insurance business that is transacted in 
foreign currency and includes general, life, reinsurance, Labuan takaful and retakaful 
windows and captive insurance and such other insurance business as may be approved 
by Labuan FSA, under the Labuan Financial Services and Securities Act 2010.

The following applicant may apply to undertake a Labuan insurance business:
• A Labuan company including protected cell companies (PCC)
• A foreign Labuan company; or
• A branch of a Malaysian insurer,

which holds a valid insurance licence.

Application Requirements
An applicant is required to submit the prescribed forms relevant to the type of licence being 
applied. In general, the submission should include, but is not restricted to the following:

• Business plan of the proposed company.
• Authenticated copy of the proposed Memorandum and Articles of Association of the 

applicant.
• Certified extracts of the resolutions of the Board and the general meeting, if any, 

authorising the applicant to apply for a licence.
• Copy of the applicant’s audited annual accounts for three preceding years.
• The applicant must submit a banker’s certificate as evidence of minimum working 

funds being maintained in the account of the applicant with a bank in Labuan. 
• Applicant’s corporate profile, which includes:

a)  The name, place and date of establishment of the applicant.
b)  The names, addresses, qualifications and experience of the directors 

and officer responsible for the overall management of the affairs of the 
applicant.
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c)  The name and address of each member who holds 10 per cent or more of 
the voting shares of the applicant.

• Declaration by the applicant on the probity of its directors and officers who are 
responsible for the management of the Labuan insurance business.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Licensing and Operational Requirements
The applicant must do the following:

• Maintain a minimum paid-up capital or working funds in an account with a bank in 
Labuan which differs by the category of insurance licence holder, as follows:

Type of Licence

Minimum Paid-up 
Capital/Net Working 

Funds or Its Equivalent 
in Any Foreign Currency

Minimum Solvency Margin

General MYR7.5 million

MYR7.5 million or 20 per cent 
of net premium income of the 

preceding year, whichever 
greater

Life MYR7.5 million
MYR7.5 million or 3 per cent of 
the latest actuarial valuation of 

liabilities, whichever greater

Composite MYR10.0 million

MYR7.5 million or aggregate
of 20 per cent of net premium 
income of the preceeding year 

and 3 per cent of the latest 
actual valuation of liabilities 
requirements in the above 
general and life business, 

whichever is greater

Reinsurance MYR10.0 million

Similar to that of direct insurance 
business but the minimum 

requirement is MYR10.0 million 
instead of MYR7.5 million

Underwriting Manager, 
Insurance Manager 
and Broker

MYR0.3 million Not applicable

However, the applicant may apply to provide less than 100 per cent of the working fund 
required, subject to the provision of adequate guarantee acceptable to Labuan FSA for the 
difference in amount required.

• Be a member of the Labuan International Insurance Association.
• Provide a letter of guarantee or undertaking from the parent company to Labuan 

FSA.
• Establish an operational management office in Labuan managed by a management 

team that has adequate knowledge and expertise in insurance business or appoint 
a licensed Labuan insurance/underwriting manager. An applicant for a broker’s 
licence can establish its management in Labuan or appoint an insurance manager. 

http://bit.ly/21RpwK8
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• The person in control, director and principal officer (PO) of a Labuan insurer must 
be a fit and proper person and shall not be subject of any adverse report from any 
reliable sources. Appointment of any person in control, director, or PO of a Labuan 
insurer must obtain prior approval from Labuan FSA. Notwithstanding, Labuan 
insurers that are established as a branch are not required to obtain approval on the 
appointment of their directors.

• The applicant company may set up a marketing office in Kuala Lumpur to facilitate 
meetings and business dealings with clients. The number of staff in the marketing 
office must balance the number of staff in the management office in Labuan (not 
applicable to captive and insurance brokers).

• In respect of Labuan insurance-related activities (for example, a broker), the applicant 
has obtained or undertaken to obtain a professional indemnity insurance policy of 
not less than MYR2.5 million or its equivalent in any foreign currency.

• The applicant company of an insurance broker must:
- maintain a registered office in Labuan and have at least one resident 

director or secretary, who must be the trust officer of a trust company
- carry out the following approved activities as defined in the guidelines:

a) Direct Insurance Business 
 The applicant company may broke direct insurance business 

(except direct Malaysian risks) with any insurance companies 
irrespective of whether they are licensed under the Labuan 
Financial Services and Securities Act 2010 (LFSSA) or not.

b) Life Insurance 
 The applicant company may broker life insurance policy for high-

net-worth Malaysians with life insurance companies licensed 
under the LFSSA.

c) Reinsurance Business 
 The applicant company may handle the broker reinsurance of 

direct Malaysian risks transacted in Malaysian Ringgit.
- not deal with residents (except for high net worth individuals, reinsurance 

and others as defined by Labuan FSA from time to time) and broker for 
direct Malaysian risks.

Reporting Requirements 
• Labuan insurers are required to submit within six months after the close of each 

financial year-end, four copies each of their audited annual balance sheet, profit 
and loss account, revenue account and in the case of life insurance business, an 
actuarial valuation report.

• In the case of other Labuan insurance-related entities, they are only required to 
submit four copies each of their audited annual balance sheet and profit and loss 
account.

• A foreign Labuan insurer established as a branch in Labuan is also required to 
submit the latest audited annual balance sheet of its parent company.

• Statistics and information in relation to prudential regulation and business operation 
are provided to Labuan FSA from time to time.

In addition, a Labuan insurance manager and Labuan underwriting manager are required 
to submit within 30 days from the close of its financial year, a list of all Labuan insurers 
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for whom the licensed Labuan insurance manager provides administration services or 
licensed Labuan underwriting manager provides underwriting services.

Fees
There is a processing fee payable  to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

LABUAN TAKAFUL AND RETAKAFUL BUSINESS
A Labuan takaful business is defined as a takaful business that is transacted in foreign 
currency and includes general takaful, family takaful, retakaful, captive takaful business 
and such other Labuan takaful businesses as may be approved by Labuan FSA, as defined 
under Section 76 of the Labuan Islamic Financial Services and Securities Act 2010.

Application Requirements
Other guidelines and circulars with respect to Labuan insurance business and insurance-
related activities which are relevant to Labuan takaful business and Labuan takaful-related 
activities in Labuan IBFC are also to be fully observed by the applicant.

For notification purposes, the applicant is to submit to Labuan FSA:
• A copy of the paper submitted to its Internal Shariah Advisory Board (ISAB); and 
• An extract of the minutes of its meeting or letter of endorsement to certify that the 

product or model used is Shariah-compliant.

The principal operational models commonly used for operating takaful and retakaful funds 
are based on the following Shariah concepts:

i. The Wakalah (agency model); and
ii. The Mudharabah (profit-sharing model).

Notwithstanding the above, the applicant may adopt the above models or other Shariah-
compliant models as approved by its ISAB.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
• A Labuan takaful insurer must provide the participants of the funds and stakeholders 

with clear information about the business operations to enable the relevant parties to 
make informed choices and decisions. The information must comply with the relevant 
accounting standards and best practices, depending on the nature of transactions, 
to ensure prudent practices and robust corporate governance are observed at all 
times.

http://bit.ly/21RpwK8
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• Investment of the takaful funds must be done based on the Shariah concept of the 
Mudharabah or Wakalah or other Shariah-compliant models as approved by its ISAB 
as long as this is clearly spelt out in the participants’ membership documents. The 
funds must be invested in Shariah-compliant instruments available in the market as 
advised by the respective ISAB.

• The ISAB would have both supervisory and consultative functions to ensure 
compliance with the operational guidelines and Shariah principles.

• A Labuan takaful insurer should adopt best practices and standards on underwriting 
techniques to assess and manage the risks to protect the takaful funds from undue 
risks.

• The amount of contribution may be based on the quantum of risk or sum assured 
and duration of participation as defined under the scheme.

Solvency Requirements
• The computation of solvency margin, both for full-fledged takaful and retakaful 

entities as well as those undertaking takaful and retakaful divisions, are subject to 
Section 84 of the Labuan Islamic Financial Services and Securities Act 2010.

• For compliance purposes, margin of solvency may be computed on company basis, 
but a separate solvency computation for takaful and retakaful portfolio must be 
submitted to Labuan FSA every six months for monitoring the orderly development 
of the takaful and retakaful industry.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

ESTABLISHMENT OF TAKAFUL AND RETAKAFUL DIVISIONS UNDER 
CONVENTIONAL ENTITIES
No separate licence is required for the establishment of takaful and retakaful divisions by 
existing Labuan companies undertaking insurance and insurance-related activities that are 
already licensed under the Labuan Financial Services and Securities Act 2010 (LFSSA). 
These companies are allowed to use their existing licences under the LFSSA to establish 
takaful or retakaful operations. However, submission for Labuan FSA’s approval must be 
made prior to the establishment of such divisions.

Operational Requirements
The takaful and retakaful divisions are subject to the following requirements:

1. Seed Capital
• The seed capital for the funding of the takaful or retakaful divisions is at 

least MYR1 million or its equivalent in any foreign currency and is treated 
separately from the net working funds at the company level that are used for 
the insurance and insurance-related businesses under the LFSSA that are 
not Shariah-compliant.
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• Existing Labuan companies undertaking insurance and insurance-related 
activities that are licensed under LFSSA and intend to undertake takaful and 
retakaful activities within their operations, can use the existing funds from the 
above non-Shariah compliant businesses to be channelled as “seed capital” 
to the takaful and retakaful divisions for the following purposes

a) For the business commencement of the takaful or retakaful divisions; 
and

b) For the payment of underwriting deficit (that is, based on the Qard-
ul-Hasan contract) or any other forms of payments that are Shariah 
compliant as advised by the applicant’s ISAB.

• Upon placement of the “seed capital” into the takaful or retakaful divisions, 
the said capital must be utilised for the takaful or retakaful activities or other 
Shariah-compliant activities as advised by the respective ISAB.

• The seed capital from the takaful or retakaful business cannot be reversed for 
the use of the Labuan takaful insurers’ conventional businesses. The sum of 
money specified above should be maintained in a Shariah-compliant account 
of the applicant with a financial institution in Labuan.

• A certificate evidencing the deposit should be provided to Labuan FSA before 
commencement of business.

2. Underwriting Deficit
• In case of the underwriting deficit, the Labuan takaful insurer would need to 

provide an undertaking to the participants to make good of the deficit. The 
deficit would be made good by way of giving a Qard-ul-Hasan to the takaful 
or retakaful division or by way of any other forms of payment to finance the 
deficit that are Shariah-compliant as advised by the Labuan takaful insurer’s 
ISAB. In case of deficit payments by way of Qard-ul-Hasan, the Labuan 
takaful insurer would, however, have the right to recover the Qard-ul-Hasan 
payments from future surpluses in the participants’ investment account 
(PIA). The definition of Qard-ul-Hasan should be incorporated in the policy 
documents and be construed as a binding contract between the participants 
and the Labuan takaful insurer.

• Similarly, any other forms of payment as advised by the Labuan takaful 
insurer’s ISAB to finance the deficit are to be clearly spelt out in the policy 
documents between the participants and the Labuan takaful insurer.

3. Distribution of Surplus Funds
• At the end of each financial year, the Labuan takaful insurer would need to 

evaluate the assets and liabilities of the takaful operations and determine 
whether the operation for that particular period results in a surplus or a deficit.

• A Labuan takaful insurer may compute the distributable surpluses on the 
basis of the combined results of all classes of business or calculate the 
surpluses separately for each class.

• The distribution of surpluses to the participants may be carried out depending 
on the contractual obligation between the participants and the Labuan takaful 
insurer.
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4. Management/Marketing Expenses
• All the administrative and management expenses of the Labuan takaful insurer, 

including those attributable to the participants’ affairs, shall be borne by the 
Labuan takaful insurer in consideration of receiving a stipulated proportion 
of the gross contributions. The Labuan takaful insurer will be responsible 
for all expenses related to management and marketing. The shareholders’ 
income will be derived from the Labuan takaful insurer’s fee and investment 
management for the takaful funds in addition to the investment income on 
the shareholders’ funds. Labuan takaful insurer fees to be charged or the 
investment management share would need to be explicitly defined in each 
contract.

5. Physical Resources
• The takaful or retakaful division may share the same physical resources, in 

terms of human resources and systems, provided the accounts and funds are 
separated.

6. Retention Ratio
• While the guidelines do not specify a ratio, the retention policy of a Labuan 

takaful insurer should be based on proper business risk management. The 
retention strategy must take into account not only single-risk claims but also 
multi-risk events to ensure adequate protection for all classes of business 
underwritten to enable it to pay its liabilities when they materialised.

7. Retrocession
• Retention strategy should also include placement of business under retakaful 

arrangements. It is necessary to first offer the retrocession, where practicable, 
to retakaful operators. Where the retakaful capacity is insufficient to cover 
the required risks, the risks could be ceded to other reinsurance capacity. 
Where retrocession is made, the Labuan takaful insurer should ensure that 
the reinsurers or retakaful operators meet the financial and other prudential 
requirements of the Labuan takaful insurer.

Fees
No additional annual fee is imposed in regards to the opening of takaful and retakaful 
divisions.

CAPTIVES
Captive insurance business is defined as an insurance business whereby the insured is a 
related company or an associated corporation of a Labuan insurer, or where the insured 
is any other person or persons in respect of whom the Labuan insurer is authorised by 
Labuan FSA to provide insurance or reinsurance.

A captive insurance business includes, but is not limited to, the following:
• Pure/Single captive.
• Group/Association captive.
• Master rent-a-captive.
• Subsidiary rent-a-captive.
• Cell captive.
• Multi-owner captive.



48

A Labuan captive insurer may deal with direct insurance/reinsurance (general or life) 
business risks of their own group or third party risks subject to Labuan FSA’s approval. 
A Labuan captive insurer may obtain reinsurance coverage from any insurance company 
in or outside Labuan, irrespective of whether it is licensed under the Labuan Financial 
Services and Securities Act 2010 (LFSSA).

A Labuan captive insurer may underwrite direct Malaysian risks for activities as prescribed 
by law. 

Application Requirements
The entities that may apply to undertake a captive insurance business include, but not 
limited to, the following:

• Labuan companies incorporated or registered under the Labuan Companies Act 
1990, including protected cell companies (PCC).

• Special purpose vehicles (SPV) set up to undertake captive insurance business in 
Labuan IBFC.

In addition to the general requirements, an applicant is required to submit to the 
Director-General of Labuan FSA information as per the prescribed form downloadable from 
the website which should include, but is not restricted to, the following:

• An authenticated copy of the proposed Memorandum and Articles of Association of 
the applicant.

• Approvals of authorities concerned, board resolutions and minutes of a general body 
meeting in respect of carrying on business as a Labuan captive insurer. 

• A business plan, which should include, but is not limited to, the following:
a) A description of the nature of risks that are to be written.
b) An explanation of the strategy for managing risks, particularly in relation to 

reinsurers.
c) Details of previous loss history, stating the source of the information and 

past actuarial studies, if appropriate.
d) Confirmations of the financial projections which should be consistent with 

loss history and actuarial studies.
e) The rationale for setting up the company in Labuan.
f) An outline of the exposure to be written and the reinsurance to be obtained.
g) A summary of the programme, including reinsurers and security ratings.
h) If applying for a cell of a protected cell company and the cell is reliant on 

the core for solvency, a solvency projection showing the allocation of core 
capital to all of the individual cells.

i) A summary of the fronting arrangements, including fronting company, 
security rating and commission structures.

j) A summary of how the loss reserves are to be calculated.
k) Details of any other forms of business to be undertaken.

• Audited annual accounts for the three years immediately preceding the date of the 
application, if the business is licensed and authorised to conduct insurance business 
outside of Labuan.
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Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
• Every Labuan captive insurer must:

a)  Have an operational management office in Labuan, managed by a 
management team that has adequate knowledge and expertise in the 
insurance business, including the captive insurance business; or

b)   Appoint a licensed Labuan underwriting manager.
•  Appointment of any person in control, director, or principal officer (PO) of a Labuan 

captive insurer must obtain prior approval from Labuan FSA.
•  The person in control, director and PO of a Labuan captive insurer must be a fit 

and proper person and shall not be subject of any adverse report from any reliable 
sources. 

• Margin of solvency requirement - a Labuan captive insurer is required to maintain at 
all times:

-  A surplus of assets over liabilities, which is equivalent to, or more than, the 
amount of its working fund; or 

- Twenty per cent of the net premium income for the preceding year in 
respect  of the general insurance business, or 3 per cent of the actuarial 
valuation of the liabilities for life insurance business as at the last valuation 
date in respect of the life insurance business, whichever is greater.

• Paid-up Capital/Working Funds

Type of Captives Labuan Company Foreign Labuan Company

• Pure/Single owner 
captive

• Group, association and 
multi-owner captives

A paid-up capital 
unimpaired by losses 

of MYR300,000 or 
its equivalent in any 

foreign currency.

A surplus of assets over liabilities 
of at least MYR300,000 or 
its equivalent in any foreign 

currency, to be maintained in the 
book of its office in Labuan.

• Rent-a-captive

• Master rent-a-captive

• Cell captive

• Other similar vehicles

A paid-up capital 
unimpaired by losses 

of MYR500,000 or 
its equivalent in any 

foreign currency.

A surplus of assets over liabilities 
of at least MYR500,000 or 
its equivalent in any foreign 

currency, to be maintained in the 
book of its office in Labuan.

Reporting Requirements 
To submit to Labuan FSA:

• Within six months after the close of each financial year, four copies of its audited 
financial statements, as approved in accordance with its constituent documents.

• The latest audited financial statements in respect of its entire operations, both in 
and outside Labuan, within three months after being filed with the home regulatory 
authorities (only applicable to branch).

• Statistics and information as may be required from time to time in relation to its 
prudential regulation and business operations. 

http://bit.ly/21RpwK8
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Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

SHARIAH-COMPLIANT PURE CAPTIVES
A Labuan Shariah-compliant pure captive company (Labuan SPC) or a single-parent 
captive company is a Labuan company that undertakes Shariah-compliant captive activities 
operating under a pure captive structure where its entire activities, including the contract 
between the parent and the captive company as well as all its investment undertakings are 
Shariah-compliant. 

In a conventional structure, the pure captive is the most prevalent structure in the global 
market. The pure captive is owned and controlled by one company that only reinsures 
affiliated risks and usually insures the risks of the non-insurance owner of the owner’s 
subsidiary operations. There is also no third party risks involved. The main purpose is to 
provide some risk transfer or financing for a corporation on a specific line of coverage. The 
parent company would be able to gain greater control over its risk exposures, since the 
captive is managed for the sole purpose to reduce corporate exposure to loss.

A Shariah-compliant pure captive business shall be licensed under the Labuan Islamic 
Financial Services and Securities Act 2010 and forms part of the Labuan captive takaful 
business as set out under Section 77 of the Act.

The following entities may apply to undertake Shariah captive activities:
• Labuan companies incorporated or registered under the Labuan Companies Act 

1990, including protected cell companies.
• Special purpose vehicles.
• Any other persons as may be approved by Labuan FSA.

Permitted business activities include:
• Direct Labuan takaful business
 The Labuan SPC may underwrite direct general and family takaful business risks of 

their own group.
• Labuan retakaful business
 The Labuan SPC may obtain retakaful coverage from any takaful or retakaful 

operators, in or outside Labuan, irrespective of whether they are licensed under the 
Labuan Islamic Financial Services and Securities Act 2010.

A Labuan SPC may deal with reinsurance of Malaysian risks and direct Malaysian risks for 
activities approved by Labuan FSA and/or Bank Negara Malaysia.
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Application Requirements
An applicant is required to submit the prescribed forms and the submission should include, 
but is not restricted to, the following:

a) An authenticated copy of the proposed Memorandum and Articles of Association 
of the applicant company that stipulates its operations to be carried out on a 
Shariah-compliant manner. The memorandum should have provisions for the 
establishment of an internal Shariah advisory board to advise the applicant on the 
operations of its business to ensure compliance with Shariah principles.

b) Copy of approval of relevant authorities (where required), certified extracts of board 
resolutions and minutes of general meeting as appropriate, in respect of applying for 
a licence and carrying on business as a Labuan SPC in Labuan.

c) A business plan.
d) Where applicable, audited annual accounts for the three years immediately preceding 

application if the business is licensed and authorised to conduct insurance business 
outside of Labuan.

e) The applicant’s corporate profile, which includes the name, place and date of 
establishment of the applicant. The application should also include the names, 
addresses, qualifications and experience of the directors and officers responsible 
for the overall management of the affairs of the applicant. 

f) Shareholding structure of the applicant.
g) Declaration by the applicant on the probity of its directors and officers who are 

responsible for the management of the Labuan SPC.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
• Every Labuan SPC:

a) Must have an operational management office in Labuan managed by 
a management team that has adequate knowledge and expertise in 
insurance or takaful business, including the captive or Shariah-compliant 
captive business; or

b) Appoint a licensed Labuan underwriting manager or a Labuan takaful 
underwriting manager.

• Appointment of any person in control, director or principal officer of a Labuan SPC 
must obtain prior approval from Labuan FSA.

• The person in control, shareholder, director, PO and the management team of the 
Labuan SPC must be fit and proper persons and shall not be subject of any adverse 
report from any reliable sources.

• Margin of solvency requirement - a Labuan SPC is required to maintain at all times:
- A surplus of assets over liabilities, which is equivalent to, or more than the 

amount of, its working fund; or 
- Twenty per cent of the net premium income for the preceding year in 

respect of the general insurance business, or 3 per cent of the actuarial 
valuation of the liabilities for family takaful business as at the last valuation 
date in respect of the family takaful business, whichever is greater.

http://bit.ly/21RpwK8
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• Paid-up Capital/Working Funds

Labuan Company Foreign Labuan Company

A paid-up capital unimpaired by losses 
of MYR300,000 or its equivalent in any 

foreign currency

A surplus of assets over liabilities of at least 
MYR300,000 or its equivalent in any foreign 
currency, to be maintained in the book of its 

office in Labuan.

• In a SPC structure, the operational model shall involve the parent company 
transferring its risks to the Labuan SPC for a fee or without a fee, by complying with 
the following key operational requirements:

a) The parent company appoints the Labuan SPC to be their agent to manage 
the parent company’s risks and risk financing strategy, in accordance with 
Shariah principles. The strategies include underwriting of contributions, 
risk assessments and claim management, among others.

b) The investment activities undertaken by the Labuan SPC must be in 
accordance with the Shariah principles, as approved by the company’s 
appointed Shariah adviser or Labuan FSA’s Shariah Supervisory Council 
upon reference.

c) All other operational requirements applicable to insurance and 
insurance-related companies, such as the Guidelines on Market Conduct 
for Labuan Insurance and Insurance-related Companies or relevant 
guidelines issued by Labuan FSA, shall be adhered to at all time so long 
the requirements do not contradict with Shariah principles.

• The contract between the parent company and Labuan SPC may be based on the 
agency (wakalah) that involves risk transfer for a fee or without a fee. It is not purely 
risk transfer as the captive owner is still bearing the investment and operational risk. 
Ultimately, the formation of a Labuan SPC is fundamentally similar to a conventional 
captives risk management tool except that the operations of a Labuan SPC shall be 
managed in a Shariah-compliant manner in its entirety.

• Notwithstanding the above, the operational model shall be based on contracts 
preferred by the Labuan SPC and approved by its Shariah adviser. In setting out the 
policies and procedures, the Labuan SPC must ensure that the principles outlined 
in the contracts are appropriately operationalised. The operational model of the 
activities shall define the relationship and fiduciary duties between the contracting 
parties.

• The Labuan SPC shall ensure that its business operations are in accordance with 
Shariah principles, including the following:

a) The types of risks to be transferred into a Labuan SPC should be related 
to Shariah-compliant businesses. Entities that are not categorised as 
investable equities by any prevailing Islamic benchmark or indices, may 
also transfer their risks into the Labuan SPC, provided the risks are related 
to activities which are Shariah-compliant

b) The guiding criteria on the type of risks to be transferred into the Labuan 
SPC shall be determined by the appointed Shariah adviser of the Labuan 
SPC or any other recognised Shariah advisory bodies.
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• The Labuan SPC must ensure that any investment activities are channelled to 
Shariah-approved business, and the distribution of dividends, profits, etc. are in line 
with Shariah principles.

• In case there is a need to obtain conventional insurance coverage from any 
insurance company in or outside Labuan, the Labuan SPC is first encouraged to 
obtain retakaful coverage before considering the reinsurance/conventional option. 
For more details, please refer to Labuan FSA’s Guidelines on Takaful and Retakaful 
Businesses dated 15 June 2007, available at www.labuanibfc.com.

Reporting Requirements
The applicant must submit to Labuan FSA:

• Within six months after close of each financial year, two copies of its audited annual 
balance sheet and profit and loss account as approved, in accordance with its 
constituent documents; and

• Statistics and information as may be required from time to time, in relation to its 
prudential regulation and business operations.

Fees
The annual licence fee is payable to Labuan FSA upon the grant of licence. Subsequent 
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

CO-LOCATED INSURANCE AND TAKAFUL ENTITIES 
The aim of co-locating a Labuan insurance or takaful entity is to facilitate its business, by 
leveraging on the infrastructure, human capital, professional advisers and service providers, 
as well as recreational and residential facilities that are available in Kuala Lumpur.

The following is issued pursuant to Section 4A of the Labuan Financial Services Authority 
Act 1996 and provides the option to establish an office or offices, in any part of Malaysia for 
all Labuan insurance and takaful licensees.

Qualifications and Conditions 
All Labuan insurance and takaful licensees, licensed under the Labuan Financial Services 
and Securities Act 2010 and Labuan Islamic Financial Services and Securities Act 2010, 
are allowed to co-locate, except:

• Labuan insurance managers
• Labuan underwriting managers
• Labuan takaful managers
• Labuan takaful underwriting managers

Labuan insurance and takaful licensees approved to co-locate must appoint a Labuan 
insurance manager, Labuan takaful manager, Labuan underwriting manager or Labuan 
takaful underwriting manager, or continue to have a management office in Labuan, whichever 
applicable. 

www.labuanibfc.com
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Labuan insurance and takaful licensees that have a marketing office may apply to convert the 
existing marketing office into a co-located office. However, those with co-located offices are not 
allowed to apply for a marketing office, as prescribed under the Guidelines for Establishment of 
Marketing Office in Kuala Lumpur and Iskandar Malaysia.

Permitted Activities
All Labuan insurance and takaful licensees approved to co-locate shall only carry out 
Labuan insurance and takaful businesses including:

• Underwriting. 
• Risk management. 
• Claims adjustment, assessment and settlement.
• Treasury, including investment functions.
• Accounting. 
• Administration and human resources.
• Sales and marketing.

All record keeping functions, including accounting records and other records as specified 
under the Labuan Financial Services and Securities Act 2010 and Labuan Islamic Financial 
Services and Securities Act 2010 and other statutory compliance requirements, must 
remain in Labuan.

Application Requirements 
All applications for the setting up of a co-located office of a Labuan insurance or takaful 
licensee should be directed to the Director-General of Labuan FSA and include, amongst 
others, the following information:

• A business plan that illustrates the following:
a) Rationale or purpose of co-locating the office under the Guidelines for 

Establishment of Marketing Office in Kuala Lumpur and Iskandar Malaysia.
b) Activities to be performed at Labuan office and at the intended co-located 

office respectively.
c) Relocation plan of staff from Labuan to the co-located office (if any).

• Organisational chart of the management office in Labuan (if any) and co-located 
office, including the estimated number of staff after the co-location takes place.

• Notwithstanding the above, Labuan FSA may request other information for the 
purpose of processing the application.

Operational Requirements
Address of the Co-located Office
A Labuan insurance and takaful licensee is required to inform Labuan FSA the address and 
contact numbers of the co-located office, prior to the commencement of its operations and 
of any subsequent changes.

The co-located office must be segregated and independent from the office of another 
entity/company and has its own telephone line, fax machine and computer terminal 
separate from the other entity/company. It must be managed by its own personnel, with 
sufficient books and records that would explain their activities at the co-located office.
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Name and Signboard
The name of the Labuan insurance and takaful licensee must be easily legible in romanised 
characters, printed on a signboard affixed at the entrance of the co-located office and shall 
include the words “Licensed by Labuan FSA”. The signboard must contain the following 
information of the Labuan insurance and takaful licensee:

• Company name.
• Type of licence.
• Licence number.

In addition, the Labuan insurance and takaful licensee must comply with requirements 
of the relevant local authorities with regard to the signboard and the co-located office, 
wherever applicable.

Market Conduct and Consumer Protection
A Labuan insurance and takaful licensee that co-locates is expected to comply with the 
Guidelines on Market Conduct for Labuan Insurance and Insurance-related Companies 
issued by Labuan FSA on 27 September 2007 (for a copy of the guidelines please visit 
www.labuanibfc.com).

Revocation and Surrender 
Labuan FSA reserves the right to vary, review, impose additional conditions or revoke the 
approval if Labuan FSA is satisfied, based on the information made available to it, that the 
Labuan insurance and takaful licensee has not complied with any laws or requirements in 
relation to the co-located office. 

Notwithstanding the above, the Labuan insurance and takaful licensee may surrender 
the approval by notifying Labuan FSA in writing not less than one month from the date it 
intends to close the co-located office.

Others
Labuan FSA may request the Labuan insurance and takaful licensee to provide statistical 
information in such manner and frequency as may be determined by Labuan FSA with 
regard to activities in the co-located office.

Fees
The annual licence fee is payable to Labuan FSA for each co-located office, upon the 
approval of licence. Subsequent payment of annual fee is payable not later than 15 January 
of each year. 

Please refer to the Fee Schedule for the relevant fee details.

www.labuanibfc.com
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PROTECTED CELL COMPANIES              
                                                                                                                  
The establishment of a Labuan protected cell company (Labuan PCC) is set out in the 
Labuan Companies Act 1990, Part VIII(B), Section 130N to 130ZC.

A protected cell company may be incorporated as a Labuan company or may be converted 
from an existing Labuan company, if authorised by its articles. A Labuan PCC is a limited 
liability company that has the ability to form “cells”. The cells of a Labuan PCC may 
comprise:

• A core cell for holding non-cell assets or general assets.
• Any number of cells with the intention of segregating and protecting the assets of 

each respective cell. 

Neither the core cell nor the individual cells created are deemed separate legal entities, 
nonetheless, each cell remains legally separated from any other cell and each has sufficient 
attributes to carry on business independently under the “umbrella” of the Labuan PCC.

A Labuan PCC, therefore, has the ability to hold assets or investments segregated into 
numerous classes to cater for differing objectives of individual investors, while at the same 
time preserving the independence of each cell. 

A Labuan PCC can only be established for the sole purpose of:
• Labuan captive insurance business, on such terms as provided under Part VII of the 

Labuan Financial Services and Securities Act 2010 (LFSSA)
• Labuan captive takaful business, on such terms as provided under Part VII of the 

Labuan Islamic Financial Services and Securities Act 2010 (LIFSSA)
• Business as a mutual fund as defined under Part III of the LFSSA
• Business as an Islamic mutual fund as defined under Part IV of the LIFSSA. 

Application Requirements
A Labuan company including a foreign Labuan company incorporated or registered under 
the Labuan Companies Act 1990 may apply.

The applicant must obtain approval from Labuan FSA on the Labuan PCC structure and 
business activities, as defined under the LFSSA or LIFSSA as the case may be, before 
commencing its business.

The application for approval on the Labuan PCC structure and undertaking mutual 
funds/Islamic mutual funds shall be accompanied by prescribed forms with the following 
documents:

• Cover letter which includes the following information:
- Application for new incorporation of or conversion into a Labuan PCC.
- Type of business activities.
- Proposed Labuan PCC structure including number of cells.

• A copy of the draft Memorandum and Articles of Association of the Labuan PCC.
• Other documents or information as required under the relevant forms and checklists 

related to the allowable business activities.
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Once approval has been given to operate as a Labuan PCC, the Labuan company may be 
incorporated by submitting the following documents to Labuan FSA:

• A certified true copy of the approval letter from Labuan FSA.
• Authenticated copy of the proposed Memorandum and Articles of Association.
• A certified true copy of the approval letter from Labuan FSA.
• Payment of relevant fees.
• Any other documents and/or information as may be required by Labuan FSA for 

registration or conversion of the memorandum and articles to that of a Labuan PCC.

Operational Requirements
Name of the Protected Cell Company
The Labuan PCC must include in its name the words “Protected Cell Company” or the 
letters “PCC”. In addition, each cell is required to have its own distinct name or designation.  

Cell Capital 
A Labuan PCC may create and issue cell shares and the cell capital which shall be 
referenced to the cell assets, attributable to the cell in respect of which the shares were 
issued in accordance with Section 130T of the LCA.

Dividends
Dividends may be paid in relation to cell shares by reference to the performance of the 
cell for which the cell shares have been issued. The profit or losses and/or the assets and 
liabilities of other cells and non-cells need not be taken into account. 

Disclosure 
Labuan PCC must inform through written communication to any person that enters into 
business transactions with Labuan PCC that:

a) They are dealing with a Labuan PCC.
b) The particular cell that the person is entering into transaction is identified and 

specified, unless the transaction is not in respect of a particular cell.
c) Only the assets of that particular cell are available to meet the cell’s obligations and 

liabilities.
For a Labuan PCC operating as a mutual fund/Islamic mutual fund, all risks associated with 
the fund must be clearly disclosed to the investors.

Reduction of Capital
The share capital of a Labuan PCC and the cell capital of the individual cells may be 
reduced in accordance with provisions relating to the reduction of share capital of Labuan 
companies, provided that the amount of the share capital of its general assets will not be 
reduced to an amount less than the cell capital of any of its cell assets. 

Fees
The annual licence fee for each of the cell and non-cell is dependent on the type of business 
carried out by the Labuan PCC and is payable to Labuan FSA upon the grant of licence/
creation of cell. Subsequent payment of annual fee is payable not later than 15 January of 
each year. 
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CAPITAL MARKET

Funds and fund management activities set up in Labuan IBFC are regulated under Part 
III of the Labuan Financial Services and Securities Act 2010 (LFSSA) and their Islamic 
counterparts under Part IV of the Labuan Islamic Financial Services and Securities Act 
2010 (LIFSSA). 

MUTUAL FUNDS
The setting up of mutual funds and Islamic mutual funds in Labuan IBFC is governed under 
Part III of the LFSSA from Sections 27 to 39, and Part IV of the LIFSSA from Sections 32 
to 44.

Mutual fund refers to a Labuan company, a corporation incorporated under the laws of any 
recognised country or jurisdiction, who is a member of the International Organisation of 
Securities Commissions (IOSCO), a partnership, a protected cell company, a foundation 
or a unit trust which:

a) Collects and pools funds for the purpose of collective investment with the aim of 
spreading investment risk; and

b) Issues interest in a mutual fund which entitles the holder to redeem his investments 
that is agreed upon by the parties and receives an amount computed by reference 
to the value of a proportionate interest in the whole or part of the net assets of the 
aforesaid types of entities, as the case may be.

It includes an umbrella fund whose interests in a mutual fund or units are split into a number 
of different class funds or sub-funds and whose participants are entitled to exchange rights 
in one part for rights in another.

Labuan Islamic mutual funds shall operate in compliance with Shariah principles.

Two types of funds are prescribed under the LFSSA, namely private funds and public 
funds.

PRIVATE FUNDS
Labuan private funds are mutual funds whose securities are not offered to the general 
public and are owned or held by:

•  Not more than 50 investors where the first time investment of each of such investors 
is not less than MYR250,000 equivalent in any foreign currency; or

• Any number of investors where the first time investment of each such investors   
is not less than MYR500,000 equivalent in any foreign currency.

Islamic private funds are private funds with similar definition to the above but will be in 
compliance with Shariah principles.

Notification Requirements
•  Prior to its launch, a Labuan private fund shall notify Labuan FSA in writing pursuant 

to Section 28 of the LFSSA and Section 33 of the LIFSSA. The notification should 
be accompanied with an information memorandum lodged through a licensed entity, 
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and should satisfy the following:
- The lodged documents refer to a Labuan private fund; and
- There is no element of fraud involved in the establishment of the private 

fund.
•  The information memorandum shall describe the business and affairs of the Labuan 

private fund, which may include, but not limited to, the following details:
- A general description of the proposed fund.
- The investment policies and objectives which will be observed by the fund.
- The proposed minimum subscription proceeds net of costs (for example, 

underwriting fees, related to the offer).
- The underwriting arrangements.
- The capital and income distribution policy of the fund.
- Expenses expected to be borne by the fund, including fund management 

fees, advisory fees and custodian fees.
- Details of taxes levied on income or capital of the fund and taxes deducted 

from distribution to shareholders. For Labuan Islamic private funds, 
information on the treatment of zakat contributions may be included.

- Names, addresses and relevant information of the directors/general 
partners/trustees/council members of the fund.

PUBLIC FUNDS 
Labuan public funds are those whose shares are offered for subscription to any member 
of the general public.

Labuan public funds may commence business after being registered under Section 33(1)
(a) of the LFSSA or Section 38(1)(a) of the LIFSSA.

A public fund lawfully registered under the laws of any recognised country or jurisdiction, 
which is a member of IOSCO, need not be registered as a public fund under Section 33 
of the LFSSA or Section 38 of the LIFSSA, so long as the public fund is administered or 
managed in Labuan by a fund administrator, a custodian, a trustee or a fund manager, 
who is licensed, registered or eligible to do so under the LFSSA and/or LIFSSA. However, 
it shall notify Labuan FSA of its operations in Labuan IBFC and lodge a prospectus of 
the public fund which shall include the minimum information as per paragraph 11.0 of the 
Guidelines. 

Application Requirements
•  An applicant of a Labuan public fund must submit a duly completed Form LSCM.
• In addition, the applicant is also required to submit to Labuan FSA the following but 

not limited to:
- A copy of the Memorandum and Articles of Association/trust deeds/

partnership agreement/charter of a foundation of the fund.
- An audited annual account of the promoter, where applicable, for the three 

years immediately preceding the application.
- Names, addresses and relevant experience of the directors/principal 

officers/general partners/designated partners/council members/trustees 
of the fund.
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- The person-in-control/director/principal officer/general partner/designated 
partner/council members/trustees of the public fund, whichever applicable, 
must be fit and proper persons and as such subjected to the Guidelines on 
Fit and Proper Person Requirements issued by Labuan FSA.

- The appointments of the directors/principal officers/general partners/
designated partners/council members/trustees also require prior approval 
from Labuan FSA.

- A signed declaration by the directors/principal officers/general partners/
designated partners/council members/trustees of the applicant fund on 
confidentiality and secrecy.

- A certificate from an expert certifying that the prospectus relating to a 
Labuan public fund complies with the requirements under Part III of the 
LFSSA and Part IV of the LIFSSA.

- A copy of the prospectus of the Labuan public fund, which should comply 
with Section 35 of the LFSSA or Section 40 of the LIFSSA, either in draft 
or final form.

Prospectus of Labuan Public Funds
•  The prospectus of the Labuan public funds should provide full, true and plain disclosure 

of all facts and circumstances that would facilitate a reasonable assessment by a 
prospective investor in determining whether to purchase or subscribe to the public 
fund and shall contain at least the following information but not limited to:

•  Disclosure of general information:
- General description of the proposed fund.
- The investment policies and objectives which will be observed by the fund.
- The names of all underwriters and amount proposed to be underwritten by 

each underwriter.
- Where all or any part of the prospectus is not in the national language 

or English language, a translation into the national language or English 
language of the prospectus or that part of the prospectus, verified in a 
manner satisfactory to Labuan FSA.

- Information on the managers and custodian of the fund and their key 
personnel, full details of the experience of the managers and custodian, 
the terms of appointment and termination. The information shall also 
include particulars of:

o Any shares held by them in the fund.
o Any borrowings given by them to the fund.
o Any other obligations of the fund to them.

- Appointed Shariah adviser for the Labuan Islamic public fund.
- Details of taxes to be levied on income and/or capital of the fund and 

any taxes to be deducted from distributions to shareholders. For Labuan 
Islamic public funds, information on the treatment of zakat contributions 
may be included.

- The distribution policy of the fund.
- Any other information affecting the fund’s business.

• Disclosure on financial results:
- The financial projections of the fund given its nature, investment policies 
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and objectives. Where applicable, this should include an analysis of the 
risks by its nature and the risks of the country and region where the fund 
intends to invest.

- The proposed minimum subscription proceeds net of costs (for example, 
underwriting fees related to the offer).

• Disclosure on investment:
- Summary of the key features of the particular fund, which can assist an 

investor in considering and comparing any similar investments on offer. 
The key data page in the prospectus shall include at least the following 
information:

a) Issue price of the shares.
b) Nature and significant expenses to be incurred by the fund.
c) Statement of the potential risks of investing the fund.

- Information on the securities in which the fund intends to invest.
- The extent to which it intends to invest in derivatives and unlisted securities. 

If it is intended not to invest in any of such investments, the prospectus 
must include an appropriate statement to that effect.

• Disclosure on investor care and conflict of interest:
- A statement summarising the rights of investors of the public fund which 

shall also incorporate the requirements stipulated in Section 36 of the 
LFSSA or Section 41 of the LIFSSA. 

- A complaint handling process.
- A comprehensive policy on conflict of interest including its disclosure policy 

in ensuring investor protection.
• Disclosure on material changes:

- If there is any change occurring which materially affects any of the matters 
required to be disclosed in the prospectus, or the matters disclosed in the 
prospectus, the fund manager of the Labuan public fund or the promoter 
shall within thirty (30) days incorporate such changes to the prospectus 
and provide a copy to each of the investors and Labuan FSA. 

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
•  All Labuan public funds must appoint a fund manager, trustee, administrator 

and custodian that are approved by Labuan FSA. The duties of fund managers, 
custodians and trustees of Labuan public funds must be independent from each 
other.

•  Labuan public funds must maintain a registered office in Labuan. For a Labuan 
public fund which is permitted to be managed by a fund manager from a recognised 
country or jurisdiction, which is a member of IOSCO, at least one of the fund-related 
businesses such as custodian, trustee or fund administration must be based in 
Labuan.

•  Labuan public funds shall conduct business in only foreign currency and not in 
Malaysian Ringgit, except solely for the purpose of defraying administrative and 
statutory expenses.

http://bit.ly/21RpwK8
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•  Labuan public funds which have been granted provisional acceptance under Section 
33(1)(b) of the LFSSA or Section 38(1)(b) of the LIFSSA are not allowed to accept 
subscription monies or make investments until being granted registration. They are 
allowed to use the provisional acceptance only for promotional or publicity purposes.

•  Labuan public funds must conduct its business with due diligence and sound 
principles, and comply with the local laws and regulations where it services its clients.

•  Labuan public funds must maintain adequate and proper accounting and other 
records that will sufficiently explain their transactions and financial positions and 
indicate clearly their names and licence numbers on their letterhead, stationery and 
other documents. 

•  Labuan public funds shall appoint an approved auditor to carry out an annual audit 
of the accounts in respect of the business operations and submit the audit report to 
the investors and Labuan FSA pursuant to Section 174 of the LFSSA and Section 
135 of the LIFSSA.

•  Labuan public funds must comply with the requirements of Section 53 of the LFSSA 
and Section 54 of the LIFSSA, with regards to its accounts and the auditing of the 
same.

•  Labuan public funds must notify Labuan FSA of any amendment or alteration to any 
of its constituent documents.

•  All Labuan public funds must obtain approval from Labuan FSA for any change of 
business plan.

Investment and Borrowing Limitations for Labuan Public Fund
• A Labuan public fund is required to establish its basic investment and borrowing 

limitations of its fund as set out below. The provision does not apply if similar 
restrictions were imposed by the laws of the jurisdictions in which the funds are 
established. Labuan public funds are required to establish investment and borrowing 
limitations of its fund which must also contain a comprehensive and clear statement 
of the risks involved.

• The investment and borrowing limitations of the fund must be defined and approved 
by the Board of the public fund or fund manager. It must then be disclosed in the 
constituent document/prospectus.

• If any of the limits on investment and borrowing is breached, the Board of the public 
fund or fund manager should take all necessary steps within a reasonable time to 
remedy the situation, taking due account of the interests of the investors.

Reporting Requirements
• The Labuan public funds are required to submit to Labuan FSA the following: 

-  Two copies of its audited financial statements to Labuan FSA, within six 
months after the close of each financial year, and

- Other statistics and information as Labuan FSA may require from time to 
time. 

 
Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 
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Please refer to the Fee Schedule for the relevant fee details.

FUND MANAGEMENT COMPANY
A fund management company or manager is defined as a person, who for valuable 
consideration, provides management services which may include investment advice, or 
administrative services in respect of securities for the purposes of investment, including 
dealing in securities, or such other activity as may be prescribed by Labuan FSA. For a 
Labuan fund manager undertaking Islamic fund management activities, its operations shall 
also comply with Shariah principles.

Application Requirements
To apply for a Labuan fund manager licence, the applicant will have to meet the following 
eligibility criteria:

• An individual who holds a relevant degree or professional qualification to carry on 
fund management activities. Labuan FSA may also consider an applicant who is at 
least a diploma holder with three years’ relevant experience in the capital market or 
direct experience in fund management activities.

• An approved fund manager or any provider of such services from a country 
or jurisdiction who is a member of the International Organisation of Securities 
Commission (IOSCO).

• A person who does not fulfil items 1 and 2 may also be considered, provided that 
the fund management activities are run and managed by suitably qualified and 
experienced individuals.

• The paid-up capital of the applicant shall be at least an amount equivalent to 
MYR300,000 in any other currency. Where the applicant has assets under 
management (AUM) of more than MYR150 million, it must maintain additional capital 
equivalent to 0.2% of the AUM in excess of MYR150 million.

• Provide a business plan covering the business intentions, types of services to be 
provided, target market, three-year revenue projections and manpower, including 
the equity structure of the company with regard to the percentage of shareholding.

• An applicant company should submit, where applicable, audited annual accounts for 
the three years immediately preceding the application. 

• The applicant must show proven performance record, with consistent returns on 
equity and returns on assets. It is required to show its profits within three years of 
operations after obtaining the licence.

• The applicant, proposed directors and principal officer including any other relevant 
person are fit and proper persons as per the Guidelines on Fit and Proper Person 
Requirements issued by Labuan FSA. Prior written approval from Labuan FSA must 
be obtained for the appointments. 

• The applicant must have or have available to him sufficient knowledge, expertise, 
resources and facilities for the proper management or administration of a fund. It 
must be managed by a sufficient number of staff. 

• The applicant is required to submit the fund manager’s business code of conduct. 
• There must be no adverse report of the applicant, directors and senior management 

of the company from any reliable sources, such as the relevant home authority. 
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Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
The applicant company:

• Is required to notify to FSA if it intends to deal with resident for every transaction 
except for dealings with residents as permitted under Labuan Laws (LCA 1990, 
Section 7(6)). Maintain a registered office in Labuan and ensure that the business 
must be carried on in, from or through Labuan. For a Labuan fund manager that 
plans to establish a marketing office at Kuala Lumpur and/or Iskandar Malaysia, the 
Guidelines on the Establishment of Marketing Office in Kuala Lumpur and Iskandar 
Malaysia issued by Labuan FSA should be observed.

• Maintain a professional indemnity insurance policy with coverage of not less than 
MYR1 million or its equivalent in any foreign currency throughout its operations.

• Could only transact business in foreign currency and not deal in Malaysian Ringgit 
except solely for the purpose of defraying administrative and statutory expenses.

• Shall provide services to non-residents only.
• Shall appoint an approved auditor.
• Must notify Labuan FSA of any amendment or alteration to any of its constituent 

documents. 
• Must be active in its operations, which will be judged from the performance and 

number of funds managed each year.
• Must conduct its business with due diligence and sound principles, maintain adequate 

and proper records and books of accounts, as well as indicate clearly its names and 
licence or registration number on its letterhead, stationery and other documents.

• Notify Labuan FSA in writing for the following:
- Any amendment or alteration to any of its constituent documents within 

thirty (30) days of the changes being affected including the business plan.
- For Labuan fund manager undertaking Islamic fund management activities, 

notification is required within thirty (30) days from the appointment of its 
internal Shariah advisory board.

• May be required by Labuan FSA to provide financial data, statistics and other 
information.

Fees
There is a processing fee payable  to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

http://bit.ly/21RpwK8
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FUND ADMINISTRATOR
A fund administrator means a person who provides a mutual fund with administrative 
services or facilities only or with accounting services.

Application Requirements
The following persons or entities may carry on business as a fund administrator of a public 
fund:

• A bank licensee.
• A Labuan trust company.
• A securities licensee under Part IV of the Labuan Financial Services and Securities 

Act 2010.
• A management company licensed under Part VIII of the Labuan Financial Services 

and Securities Act 2010.
• A person who is and continues to be a qualified and authorised fund administrator 

of mutual funds, under the laws of any recognised country or jurisdiction and has 
received written permission from Labuan FSA to carry on business as a fund 
administrator of public funds.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

http://bit.ly/21RpwK8
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WEALTH MANAGEMENT

Labuan IBFC offers a wide range of wealth management tools suitable for high-net-worth 
individuals, family offices and other wealth managers who need a range of structures 
offering efficient wealth transfer, dynastic planning and inheritance management. 

Among the Acts which provide these tools include the Labuan Trusts Act 1996, Labuan 
Foundations Act 2010 and the Labuan Financial Services and Securities Act 2010. 

LABUAN FOUNDATIONS
A foundation is a corporate body with a separate legal entity, usually established by the 
founder to hold assets with the objective of managing these assets for the benefit of a class 
of persons on a contractual basis. It is a separate legal entity from its managers (that is, its 
officers and its council) and is typically used for private wealth management and charitable 
purposes.

All aspects of Labuan foundations are governed by the Labuan Foundations Act 2010. 

Characteristics of Labuan Foundations
• No minimum capital is required to register a foundation in Labuan.
• Labuan foundation may be established to manage its own property for any lawful 

purpose which may be charitable or non-charitable.
• A key attraction of the Labuan Foundations Act 2010 is that it provides reserve 

powers to the founder, giving the founder more control compared to a settlor of a 
trust. Additionally, since a founder may also be a council member, he may further 
direct and manage the foundation’s assets.

• All aspects of the foundation are kept confidential. Confidentiality provisions restrict 
the officer, council member, supervisory person and secretary from disclosing any 
information relating to the foundation, unless otherwise required or provided for 
under the Act, the court or the charter.

• There is no statutory requirement for an audit.
• A foundation established in another jurisdiction can be legally re-domiciled to Labuan 

and vice versa, provided that the other corresponding jurisdiction permits.
• For non-charitable foundation, endowment of properties can only be done by a 

founder and the person to whom he had assigned or transferred his rights, powers 
and obligations under the LFA (referred to as “the assignee” under Section 12(2)). 
In this regard, a non-charitable foundation is not permitted to receive donations from 
third parties or the public.

- In the event that, a non-charitable foundation intends to solicit donations, it 
would need to amend the foundation’s charter. The foundation concerned 
will be reclassified as a charitable foundation and be subjected to additional 
requirements.

• A Labuan foundation is protected from foreign claims and cannot be forcefully 
liquidated to satisfy other obligations such as claims arising from divorce, lawsuit or 
creditors.

• The Labuan Foundations Act 2010 provides for a fraud disposition period of two 
years.



71

• As the foundation is a separate legal entity, all liabilities remain the liabilities of the 
foundation.

• Council members do not owe fiduciary duty to beneficiaries and hence, this eliminates 
competing beneficiaries’ interests.

• The foundation’s officers, council members, supervisory person and secretary are 
indemnified for liabilities incurred by the foundation, unless the liabilities arise from 
personal negligence or there is proof of bad faith on the part of the officer.

• All Labuan foundations are expected to carry on its activities in any currency other 
than the Malaysian currency except as permitted by the relevant authorities.

• A Labuan foundation can be dissolved: 
- upon the passing of a resolution by the officer on the basis that the 

foundation is established for a definite period and the said period has 
expired; 

- when the purpose of the foundation is fulfilled or becomes incapable of 
fulfilment; or

- if the charter requires such dissolution. After the dissolution, the ownership 
of the remaining assets will be transferred to the beneficiaries in accordance 
with the constituent document of the Labuan foundation.

Founder
The founder(s) for a foundation shall be those which are identified at the point of 
establishment of the said foundation. In this regard, no other persons shall be recognised 
as founder(s) subsequent to the registration of the foundation (under Section 2 of the LFA).

In cases where a founder acts as a nominee (referred to as “nominee founder”) to another 
person to endow assets into the foundation, the said founder is required to provide a 
declaration that he is acting as a nominee to the Registrar of Companies, Labuan FSA 
(ROC). This declaration shall be made via the Statement pursuant to the Circular dated 12 
March 2014 from the Labuan Financial Services Authority at the point of registration. The 
declaration shall include information on the type of initial assets to be endowed under the 
nominee arrangement for and on behalf of the ultimate founder.

For each subsequent endowment(s) to the foundations, should the assets endowed are not 
in the name of the nominee founder, the nominee founder shall provide a declaration to the 
ROC in respect of the beneficial ownership of these assets.

The trust company which is appointed as the secretary to the foundation shall maintain and 
ensure all records, including the identity of the person(s) that the founder is acting on behalf 
of, are updated on a timely basis and verified. Such records shall be made readily available 
as and when requested by Labuan FSA.

The structure of a Labuan foundation consists of the following:

Charter
The charter sets out the parameters within which the Labuan foundation is to be managed 
and governed. The following information must be specified in the charter:

• Name of foundation.
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• Name and address of the founder (if founder is a body corporate, provide the place 
of incorporation/registration or its principal place of business).

• Purpose or object of the foundation.
• Identity of the beneficiary or the body by which the beneficiary is to be ascertained, 

or a statement that the Labuan foundation is to benefit the public at large.
• Duration of the foundation.
• Name and address of the secretary of the Labuan foundation.

The charter may also make provision for the following:
• Reservation of rights or powers of the founder.
• Amendment of charter and the permission to make articles.
• The addition or removal of beneficiaries.
• Appointment of council, council member, supervisory person and their roles and 

powers pertaining to the foundation.
• Regulation of any supervisory person.
• Appointment, removal, tenure of office and representative authority of officers.
• Appointment, removal and tenure of office of the approved auditor at the discretion 

of the council.
• Revocation of the charter by the founder and the return of the property to the founder.

Labuan foundation with Malaysian property is required to provide in the charter the condition 
as per paragraph 9.5 of the Guidelines.

Key Management
The key management of a Labuan foundation consists of a council, supervisory person 
(in lieu of or in addition to a council), officer(s) and a secretary. The council is responsible 
for the general supervision of the foundation’s management, ensuring that the purpose for 
which the foundation was established is fulfilled, in accordance with the charter, articles 
and the law. In effect, the council is similar to the Board of Directors of a company. A 
supervisory person has supervisory powers over the Labuan foundation and is appointed 
under the charter of the Labuan foundation.

The duties of the officer are primarily administrative as the officer is responsible to ensure 
proper administration of the foundation. The secretary acts as the service provider to the 
foundation and performs all secretarial functions, including filing and lodging of documents 
with Labuan FSA.

A council member and officer of a Labuan foundation can be a natural person or a 
corporation. A founder or beneficiary who is not a council member may be appointed as an 
officer of the Labuan foundation and vice versa.

Property
The property of the Labuan foundation includes:

• Assets of every kind whether corporeal or incorporeal, movable or immovable, 
tangible or intangible, however acquired

• Legal documents or instruments in any form, including electronic or digital, evidencing 
title to or interest in, such assets as described in paragraph 6.12.1, including bank 
cheques, money orders, shares, securities, bonds, bank drafts and letters of credit.
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Property of the Labuan foundation is owned legally and beneficially by the foundation and 
is to be utilised solely for the purposes and objects stated in the charter of the foundation. 
The property can be non-Malaysian property. For Malaysian property, the prior approval of 
Labuan FSA is required as per paragraph 9.0 of the Guidelines. Any income derived from 
the said Malaysian property is subject to the Income Tax Act 1967. Any assets endowed 
to a Labuan foundation shall be the properties of such foundation (under section 11(1) of 
the LFA). In this regard, withdrawal of properties from a Labuan foundation is not permitted 
throughout its lifetime.

Beneficiaries 
Person(s) designated as beneficiaries in the constituent document of a Labuan foundation 
may include individuals (residents and/or non-residents), corporate entities or charities and 
are those who have vested interest in the assets of the foundation. Unless specifically 
provided in the charter or articles, beneficiaries have no rights to the foundation’s assets 
and are not owed any fiduciary duties. 

Registration Requirements
• Labuan foundation can be established by a founder by subscribing his name to 

the charter of the foundation, complying with the requirements under the Labuan 
Foundations Act 2010 and having received a certificate of registration from Labuan 
FSA.

• Specifying in the charter the type of initial assets endowed for the establishment of 
the foundation at the point of its registration.

• Complying with all the requirements of the LFA
• Has received a certificate of registration from Labuan FSA.
• The founder shall before the registration of a Labuan foundation, appoint a Labuan 

trust company to be the secretary of the proposed Labuan foundation. The registration 
of the foundation must be made by the secretary of the foundation by submitting the 
following documents as required under Section 14(1) of LFA:

- A statement on the particulars of the charter.
- A list of names and addresses of the officers.
- A statutory declaration of compliance by the secretary.

Operational Requirements
• Section 12(2) of LFA allows for a founder to transfer its rights, powers and obligations 

if allowed by the charter of the foundation or any instrument in writing (e.g. deed of 
assignment) to be executed between the founder and his assignee. In this regard:

- The assignee who is assigned with such rights, powers and obligations 
shall be deemed to be a founder when exercising them or performing such 
obligations. The assignee also has the rights to endow his own assets into 
the Labuan foundation; and

- The foundation is required to notify ROC via the submission of Form 
4: Notice of Changes of Particulars of a Labuan Foundation within 30 
days from the effective date of the assignment, together with supporting 
documents, such as the amended charter or any duly executed instruments 
in writing.
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• The officer of the Labuan foundation, who is duly appointed by the founder, shall be 
responsible for the administration of the Labuan foundation.

• The officer may also be the founder or beneficiary of the Labuan foundation, provided 
he is not a council member and he is not disqualified under Section 37 of the Labuan 
Foundations Act 2010.

• The founder may also appoint a council for the Labuan foundation to ensure 
compliance by the Labuan foundation and its officer with the charter of the foundation 
and the provisions of the Labuan Foundations Act 2010 as well as to be responsible 
for general supervision of the management of the foundation by its officer.

• A council, if appointed, must comply with the meeting requirements as required 
under Section 26 of the Labuan Foundations Act 2010.

• All submissions by the Labuan foundation must be filed through the secretary of the 
Labuan foundation, who is duty bound under Section 43(3) of the Labuan Foundations 
Act 2010 to ensure the validity, veracity and authenticity of all submissions to Labuan 
FSA.

• The accounting records and other records shall be kept at the registered office of 
the Labuan foundation or at such other place in Labuan as the officers deem fit, and 
shall at all times be open to inspection by the council members, supervisory person, 
officers and approved auditors, if appointed. Such records shall be retained for a 
period of not less than six years from the date of an account transaction has been 
completed.

• The Labuan foundation shall ensure its founder, council member, officer and 
secretary remain as fit and proper persons throughout their appointment with the 
foundation, as prescribed in the Guidelines on Fit and Proper Person Requirements 
issued by Labuan FSA.

• The Labuan foundation shall ensure compliance with the Anti-Money Laundering, 
Anti-Terrorism Financing and Proceeds of Unlawful Activities Act 2001.

Specific Requirements for Labuan Charitable Foundation
• A charitable purpose means and includes any of the following purpose:

- The prevention and relief of poverty.
- The advancement of religion, profession or education.
- The advancement of health, including the prevention and relief of sickness, 

disease or of human suffering.
- Social and community advancement, including the care, support and 

protection of the aged, people with disability, children and young people.
- The advancement of culture, arts and heritage.
- The advancement of amateur sports, which promote health by involving 

physical or mental exertion.
- The promotion of human rights, conflict resolution and reconciliation.
- The advancement of environmental protection and improvement.
- The advancement of animal welfare. 
- The advancement of facilities for recreation or other leisure-time occupation 

in the interest of social welfare.
• For the endowment of property(ies) from a corporation or individual, the Labuan 

charitable foundation is required to submit a copy of the certified resolution from the 
corporation or a copy of an undertaking from the individual respectively approving 
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the endowment of the property(ies) to the foundation.
• If the endowment of property(ies) is from an individual, Labuan charitable foundation 

is required to submit a copy of an undertaking to endow the property(ies) to the 
foundation.

• All Labuan charitable foundations are required to comply with the legal requirement(s) 
of the jurisdiction they intend to operate in.

• A Labuan charitable foundation that solicits donation from the public shall comply 
with the following:

- Appoint a council of at least three fit and proper persons, of which the 
majority of the members are independent persons who are not the founder, 
beneficiary, secretary or officer of the foundation.

- Founder can be a council member, but majority of council members should 
be independent of founder.

- Appointment of a supervisory person for the foundation who is fit and 
proper, in accordance with the Guidelines on Fit and Proper Person 
Requirements issued by Labuan FSA.

- Provide information, memorandum or such other information document for 
the public, which shall include, but not limited to, the following minimum 
information:

o Name of the foundation.
o Purpose and object of the foundation.
o List of its founder, council members, supervisory person, officer 

and secretary, where applicable.
o Statement of its establishment under the Labuan Foundations Act 

2010 or the Labuan Islamic Financial Services and Securities Act 
2010.

o Whether it has been accorded the status of an “approved institution 
or organization” under the Income Tax Act 1967 for donations 
made to the foundation to be tax deductible, where applicable.

- Submit a proposed general operating plan, which includes the management 
of the property in regard to the utilisation and distribution of the property, 
the strategy of the foundation, including its investments and other related 
information.

- Submit annual audited accounts to Labuan FSA within six (6) months after 
the close of each financial year of the foundation.

• The Labuan charitable foundation is required to obtain prior approval of Labuan FSA 
before establishing a representative office outside of Labuan including Malaysia.

• The establishment of the representative office is confined to carrying out facilitation 
of meetings and other administrative functions as approved by Labuan FSA. Income 
generating or fund raising activities including investments related activities, as well 
as maintenance of records and books of accounts (in line with paragraph 7.7 of this 
Guideline) shall not be undertaken at the representative office.

• For the purpose of the establishment of the representative office, the charitable 
foundation is required to submit the proposed activities to be carried out at such 
office together with the organisational chart of the office along with its application. In 
addition, the Labuan charitable foundation is required to submit a bi-annual report on 
the activities undertaken at the representative office to:
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Director
Business Management Department
Labuan FSA
17th Floor, Main Office Tower
Financial Park Complex
Jalan Merdeka
87000 Federal Territory of Labuan
Malaysia

• All Labuan charitable foundations are required to comply with the legal requirement(s) 
of the jurisdiction or market that they intend to operate in. This shall include obtaining 
necessary approvals and authorisation from the relevant authorities.

Specific Requirements for Labuan Foundation with Malaysian Property
• Labuan non-charitable foundations, including foundations established for the benefit 

of family members that intend to include Malaysian property(ies), must seek prior 
approval from Labuan FSA. This does not apply to Labuan charitable foundations. 
The qualifying criteria for approval shall include, but not limited to the following:

- Obtaining all necessary approvals from relevant authorities in relation to 
the endowment of property(ies) to the foundation.

- Property(ies) to be endowed shall be unencumbered. For encumbered 
property(ies), consent must be obtained from the person(s) who encumbers 
the property(ies).

- Property(ies) to be endowed shall be obtained through lawful means.
• The property(ies) endowed or to be endowed to the Labuan foundation must include 

consent letters from relevant authorities (where necessary), to be submitted with 
the application or within 60 days from the registration date of the endowment of 
the property(ies). Relevant authorities may include respective land offices or local 
authorities, such as Bank Negara Malaysia, Companies Commission of Malaysia 
and Securities Commission of Malaysia.

• Malaysian founders can endow Malaysian property to a Labuan foundation, as 
permitted by Foreign Exchange Administration (FEA) rules. However, Labuan 
non-charitable foundations are required to provide in the charter that any subsequent 
conversion or transfer of the endowed property for investment abroad would need to 
comply with FEA rules. 

Fees
The registration fee and subsequent annual fee are payable on or before the anniversary 
date of registration. The following fees applicable are also listed in the Fee Schedule:

• Approval for change of name.
• Restoration to register.
• Re-domiciliation from another jurisdiction.
 

LABUAN ISLAMIC FOUNDATIONS
Labuan Islamic foundation can be established under Section 107 of LIFSSA and all the 
provisions of LFA shall apply to Labuan Islamic foundation unless specifically provided. 
The object, purpose and activity of Labuan Islamic foundation must be in compliance with 
Shariah principles.
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The officer of a Labuan Islamic foundation is required to appoint or consult a Shariah 
adviser to advise matters relating to the operations of the Islamic foundation to ensure 
compliance with Shariah principles.

The foundation must have a clearly executed legal transfer of ownership of the property(ies) 
from the founder to the foundation.

The endowment of the property into the Labuan Islamic foundation could be done through 
Hibah or Hadiah.

For non-charitable foundation, endowment of properties can only be done by a founder 
and the person to whom he had assigned or transferred his rights, powers and obligations 
under the LFA (referred to as “the assignee” under Section 12(2)). In this regard, a non-
charitable foundation is not permitted to receive donations from third parties or the public.

In the event that, a non-charitable foundation intends to solicit donations, it would need 
to amend the foundation’s charter. The foundation concerned will be reclassified as a 
charitable foundation and be subjected to additional requirements.

In the case of a Labuan Islamic foundation, its aims and operations shall be in compliance 
with Shariah principles. The Labuan Islamic foundation’s operations shall be in accordance 
with Shariah principles and other requirements as stipulated in paragraph 10.0 of the 
Guidelines on the Establishment of Labuan Foundation Including Islamic Foundation.

A charitable purpose means and includes any of the following description of purposes:
• The prevention and relief of poverty.
• The advancement of religion, profession or education.
• The advancement of health including the prevention and relief of sickness, disease 

or of human suffering.
• Social and community advancement including the care, support and protection of 

the aged, people with a disability, children and young people.
• The advancement of culture, arts and heritage.
• The advancement of amateur sports, which promote health by involving physical or 

mental exertion.
• The promotion of human rights, conflict resolution and reconciliation.
• The advancement of environmental protection and improvement.
• The advancement of animal welfare.
• The advancement of facilities for recreation or other leisure-time occupation in the 

interest of social welfare.

Specific Requirements for Labuan Islamic Foundation
• A Labuan Islamic foundation is established under Section 107 of the Labuan 

Islamic Financial Services and Securities Act 2010 and all provisions of the Labuan 
Foundations Act 2010 shall apply to the Labuan Islamic foundation unless specifically 
provided.

• The object, purpose and activity of the Labuan Islamic foundation must be in 
compliance with Shariah principles.
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• The officer of a Labuan Islamic foundation is required to appoint or consult a Shariah 
adviser to advise on matters relating to the operations of the Islamic foundation to 
ensure compliance with Shariah principles.

• The property of the Labuan foundation includes:
- Assets of every kind whether corporeal or incorporeal, movable or 

immovable, tangible or intangible, however acquired
- Legal documents or instruments in any form, including electronic or digital, 

evidencing title to or interest in, such assets as described in paragraph 
6.12.1, including bank cheques, money orders, shares, securities, bonds, 
bank drafts and letters of credit.

• The property of the Labuan foundation is owned legally and beneficially by the 
foundation and is to be utilised solely for the purposes and objects stated in the 
charter of the foundation. For Labuan Islamic foundation, the source and the intended 
utilisation of the property must be in accordance to Shariah principles.

• The property can be non-Malaysian property. For Malaysian property, the prior 
approval of Labuan FSA is required as per paragraph 9.0 of the Guidelines. Any 
income derived from the said Malaysian property is subject to the Income Tax Act 
1967. Any assets endowed to a Labuan foundation shall be the properties of such 
foundation (under section 11(1) of the LFA). In this regard, withdrawal of properties 
from a Labuan foundation is not permitted throughout its lifetime.

• The foundation must have a clearly executed legal transfer of ownership of the 
property(ies) from the founder to the foundation.

• The majority of the council members should be independent from the founder.
• The endowment of property into a Labuan Islamic foundation could be done through 

hibah or hadiah. This endowment must be done during the founder’s lifetime.
• Faraidh is not applicable or relevant on the endowed assets in a Labuan Islamic 

foundation upon the demise of its founder, if the endowment satisfies the following 
conditions:

(i) The endowment has been made immediately and irrevocably.
(ii) The endowment has been made without any reserve powers of the 

founder.
(iii) The transfer of the ownership of the assets is absolute.
(iv) The transfer has been accepted by the Labuan Islamic foundation.

 This would still be applicable where the founder manages the assets and receives 
remuneration for such management in the Labuan Islamic foundation.

• Where the founder is one of the beneficiaries in the Labuan Islamic foundation, 
faraidh would be applicable and relevant on the portion of the assets that the founder 
is entitled to.

Registration Requirements
• Labuan foundation can be established by a founder by subscribing his name to 

the charter of the foundation, complying with the requirements under the Labuan 
Foundations Act 2010 and having received a certificate of registration from Labuan 
FSA.

• Specifying in the charter the type of initial assets endowed for the establishment of 
the foundation at the point of its registration.

• Complying with all the requirements of the LFA
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• Has received a certificate of registration from Labuan FSA.
• The founder shall before the registration of a Labuan foundation, appoint a Labuan 

trust company to be the secretary of the proposed Labuan foundation. The registration 
of the foundation must be made by the secretary of the foundation by submitting the 
following documents as required under Section 14(1) of LFA:

- A statement on the particulars of the charter.
- A list of names and addresses of the officers.
- A statutory declaration of compliance by the secretary.

Operational Requirements
• Section 12(2) of LFA allows for a founder to transfer its rights, powers and obligations 

if allowed by the charter of the foundation or any instrument in writing (e.g. deed of 
assignment) to be executed between the founder and his assignee. In this regard:

- The assignee who is assigned with such rights, powers and obligations 
shall be deemed to be a founder when exercising them or performing such 
obligations. The assignee also has the rights to endow his own assets into 
the Labuan foundation; and

- The foundation is required to notify ROC via the submission of Form 
4: Notice of Changes of Particulars of a Labuan Foundation within 30 
days from the effective date of the assignment, together with supporting 
documents, such as the amended charter or any duly executed instruments 
in writing.

• The officer of the Labuan foundation, who is duly appointed by the founder, shall be 
responsible for the administration of the Labuan foundation.

• The officer may also be the founder or beneficiary of the Labuan foundation, provided 
he is not a council member and he is not disqualified under Section 37 of the Labuan 
Foundations Act 2010.

• The founder may also appoint a council for the Labuan foundation to ensure 
compliance by the Labuan foundation and its officer with the charter of the foundation 
and the provisions of the Labuan Foundations Act 2010 as well as to be responsible 
for general supervision of the management of the foundation by its officer.

• A council, if appointed, must comply with the meeting requirements as required 
under Section 26 of the Labuan Foundations Act 2010.

• All submissions by the Labuan foundation must be filed through the secretary of the 
Labuan foundation, who is duty bound under Section 43(3) of the Labuan Foundations 
Act 2010 to ensure the validity, veracity and authenticity of all submissions to Labuan 
FSA.

• The accounting records and other records shall be kept at the registered office of 
the Labuan foundation or at such other place in Labuan as the officers deem fit, and 
shall at all times be open to inspection by the council members, supervisory person, 
officers and approved auditors, if appointed. Such records shall be retained for a 
period of not less than six years from the date of an account transaction has been 
completed.

• The Labuan foundation shall ensure its founder, council member, officer and 
secretary remain as fit and proper persons throughout their appointment with the 
foundation, as prescribed in the Guidelines on Fit and Proper Person Requirements 
issued by Labuan FSA.
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• The Labuan foundation shall ensure compliance with the Anti-Money Laundering, 
Anti-Terrorism Financing and Proceeds of Unlawful Activities Act 2001.

Fees
The registration fee and subsequent annual fee are payable on or before the anniversary 
date of registration. The following fees applicable are also listed in the Fee Schedule:

• Approval for change of name.
• Restoration to register.
• Re-domiciliation from another jurisdiction.

LABUAN INTERNATIONAL WAQF FOUNDATION
A Labuan international Waqf foundation is an Islamic foundation that is established to hold 
Waqf properties, with the objective of managing Waqf properties for identified beneficiaries 
and purposes based on the Shariah principles on Waqf (endowment in Islam).

Specific Requirements for Labuan International Waqf Foundation
A Labuan international Waqf foundation can be established under Section 107 of the 
Labuan Islamic Financial Services and Securities Act 2010 (LIFSSA) and all the provisions 
of the Labuan Foundations Act 2010 (LFA) shall apply, unless otherwise provided.

A Labuan international Waqf foundation can be established for different types of Waqf, 
including the following:

• Charitable Waqf (al-waqf al-khai’ri) where its income or usufruct is dedicated to a 
charitable purpose.

• Family Waqf (al-waqf al-ahli) where the income or usufruct is reserved for family 
members and relatives. The income or usufruct of this Waqf goes to a charitable 
purpose, when none of these persons is still existent.

• Joint Waqf (al-waqf al-mushtarak) where the income or usufruct is shared accordingly 
between the family members and charitable purposes.

• Self-dedicated Waqf (al-waqf ala al-nafs) where the founder (Waqif) retains the 
income or usufruct of the Waqf properties for himself as long as he is alive, and 
indicates the charitable purpose which shall be entitled to the income or usufruct of 
the Waqf after his death.

• Any other types of Waqf in accordance with Shariah principles.

In this regard, the recipient of the charitable purpose of the Waqf foundation shall be defined 
by the founder (Waqif) and endorsed by the Shariah adviser of the Waqf foundation.

A Labuan international Waqf foundation can be established by a founder (Waqif) by:
• Subscribing his name to the charter of the foundation.
• Complying with all the requirements of the LFA and LIFSSA.
• Applying and then receiving a certificate of registration from Labuan FSA.

The founder (Waqif) shall, before the registration of a Labuan international Waqf foundation, 
appoint a registered Labuan trust company to be the secretary of the proposed Waqf 
foundation.
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Application for registration of the Waqf foundation can be submitted to the Registrar of 
Company Unit of Labuan FSA using the following forms:

• Form 8 – Application for Registration of a Labuan Islamic Foundation.
• Form 9 – Declaration by a Labuan Trust Company as Secretary.

The registration of the Waqf foundation must be made by the secretary of the Waqf 
foundation by submitting the following documents as required under Section 14 of the LFA:

• A statement on the particulars of the charter.
• An original copy of the charter.
• A list of names and addresses of the officer(s).
• A list of names and qualifications of the Shariah adviser(s).
• A statutory declaration of compliance by the secretary.

Fees
The registration fee is payable to Labuan FSA and subsequent annual fee is payable on or 
before the anniversary date of registration. 

Please refer to the Fee Schedule for the relevant fee details. The following fees are also 
applicable and listed in the Fee Schedule:

• Approval for change of name.
• Restoration to register.
• Re-domiciliation from another jurisdiction.

LABUAN TRUSTS      
A trust is a relationship, whereby property is managed by one person for the benefit of 
another, the beneficiary. In this circumstance, the trust is set up by the settlor, who is the 
person who entrusts the said property to a trustee; and the terms of the trust is set out in 
a trust deed, which details the parameters of the trust. The Labuan Trusts Act 1996 (LTA), 
which was amended in 2010, governs trusts in Labuan IBFC. In addition, trust companies 
must adhere to the Governance and Market Conduct Framework.

The LTA provides for various types of trusts to be established, including, but not limited to 
the following:

• Purpose trusts.
• Charitable trusts. 
• Spendthrift or protective trusts. 
• Labuan special trusts.

Characteristics of Labuan Trusts
• The settlor of a Labuan trust may be a non-resident or a resident of Malaysia, who 

can retain certain wide powers, including revoking, amending or varying the terms of 
the trust.

• The beneficiaries of a Labuan trust may be a non-resident or a resident of Malaysia.
• There are no restrictions imposed on the number of trustees that may be provided in 

a trust document, but at least one of the trustees of a Labuan trust must be a Labuan 
trust company.

• The reservation or grant by a settlor of a trust of any beneficial interest in the trust 
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property or the powers stipulated under Section 8B(2) of the LTA shall not affect the 
validity of the trust.

• Where a trust property includes Malaysian property, prior approval must be obtained 
from Labuan FSA to include the Malaysian property into the trust. Once approved, 
any income derived from the said Malaysian property is subject to the Income Tax 
Act 1967. In comparison, all foreign property income shall be subject to the Labuan 
Business Activity Tax Act 1990.

• The duration of a Labuan trust, unless expressly provided, exists in perpetuity. A 
Labuan trust may authorise its trustee to convert a Labuan trust with a fixed duration 
to a Labuan trust for an unlimited period or to alter by limiting or extending the 
duration of a Labuan trust. 

• The LTA provides for a fraud disposition period of two years. 
• A purpose trust may be created for a specific purpose or purposes, whether 

charitable or not. An enforcer of the trust must be appointed, and the person cannot, 
at the same time, act as a trustee of that trust. A settlor or his representative may act 
as an enforcer.

• A charitable trust may be created for any one or more of the following purposes 
where the fulfilment of it is for the benefit of the community: 

- Relief or eradication of poverty.
- Advancement of education.
- Promotion of art, science and religion.
- Protection of the environment.
- Advancement of human rights and fundamental freedom.
- Any other purposes which are beneficial to the community.

• A spendthrift or protective trust may be created where the interest of a beneficiary is 
subject to termination, restriction or diminution.

• A Labuan special trust may be created to enable a trust of company shares to be 
established, under which the designated shares may be retained indefinitely and 
the management of the company may be carried out by its directors, without any 
power of intervention being exercised by the trustee. This form of trust is ideal for 
succession or dynastic planning, as well as for matrimonial settlements, as the 
running of the company by its directors will not be significantly impacted with the 
injection of designated shares into the trust. The terms of the trust must expressly 
provide and declare that the trust is a Labuan special trust. The designated shares 
means shares in a Labuan company or partnership interests in a Labuan limited 
liability partnership. The sole trustee of the Labuan special trust must be a Labuan 
trust company.

Registration Requirements
• A Labuan trust can be created by a will or other instruments in writing, including 

through a unilateral declaration. If the Labuan trust is created through a unilateral 
declaration, the declaration shall be done in writing by a Labuan trust company or 
Labuan managed trust company who is a trustee of the Labuan trust and shall cover 
the following areas:

- The Labuan trust company as a trustee to the Labuan trust.
- The name of the Labuan trust.
- The terms of the Labuan trust.
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- The names or information enabling the identification of all beneficiaries.
- Complying with all the requirements of the LTA.

•  A Labuan trust may opt to be registered via:
- A Labuan trust registered under the LTA.
- A Labuan Islamic trust registered under the Labuan Islamic Financial 

Services and Securities Act 2010 (LIFSSA).
•  The registration of the Labuan trust and any subsequent changes made must be 

made by the Labuan trust company, by submitting the following documents as 
required under Section 12(3) of the LTA:

- A statement containing the following:
a) The name of the Labuan trust.
b) The date of its creation.
c) The name and address of the Labuan trust company acting as 

trustee.
d) The address of the registered office of the Labuan trust.
e) The proper law of the Labuan trust.

- A declaration by the Labuan trust company or Labuan managed trust 
company, which are acting as trustee of the Labuan trust, that the trust 
satisfies the conditions of the LTA.

•  The Labuan trust may exist for a fixed period or in perpetuity, as specified by the 
terms of the trust. The terms of the Labuan trust may also authorise the trustee to 
undertake the following with regard to the duration of the Labuan trust:

- Appoint a fixed duration to a Labuan trust.
- Convert a Labuan trust with fixed duration to perpetuity.
- Alter, by limiting or extending the duration of the Labuan trust.

Operational Requirements
• Transactions conducted by a Labuan trust must be in currencies other than the 

Malaysian Ringgit, except as permitted by the relevant legislation and authorities.
• The trustee shall keep accurate accounts and records of his trusteeship, and such 

records shall be retained for a period not less than six years from the date an account 
transaction has been completed.

• The trustee of the registered Labuan trust shall notify Labuan FSA of any subsequent 
change in the particulars of the trust or a termination of trust in the prescribed forms, 
within one month of change or termination respectively. The trustee of the registered 
Labuan trust is also required to notify Labuan FSA not later than one month after 
every anniversary of the registration of the trust in Labuan whether the trust is still in 
existence and whether he is still the trustee thereof.

Fees
A registration fee is payable to Labuan FSA upon registration of the Labuan trust. Subsequent 
payment of renewal of registration is payable on or before each anniversary of its registration date. 

For the fees and also the renewal of the certificate of registration, please refer to the Fee Schedule.
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LABUAN ISLAMIC TRUSTS
A Labuan Islamic trust can be established under Section 105 of the Labuan Islamic 
Financial Services and Securities Act 2010 (LIFSSA) and all the provisions of the Labuan 
Trusts Act 1996 (LTA) shall apply to a Labuan Islamic trust unless specifically provided. 
The object, purpose and activity of the Labuan Islamic trust must be in compliance with 
Shariah principles. The creation of a Shariah-compliant trust is to provide an alternative 
for a settlor to exercise his rights in creating a trust in accordance with Shariah principles.

The trustee of a Labuan Islamic trust is required to appoint or consult a Shariah adviser 
to advise on matters relating to the operations of the Labuan Islamic trust to ensure its 
compliance with Shariah principles.

The vesting of property into a Labuan Islamic trust may be facilitated through hibah or 
hadiah as guided by the Shariah Resolution of the Shariah Supervisory Council of Labuan 
FSA on Labuan Islamic Trust issued by Labuan FSA.

The registration and operational requirements, as well as the fees for the Islamic trusts are 
the same as the conventional trusts.

PRIVATE TRUST COMPANIES    
A private trust company (PTC) is a Labuan company formed for the specific purpose of 
acting as a trustee for a group of connected persons and where each beneficiary of the 
trust established by the PTC is a connected person related to the settlor of the trust. In 
a PTC, the settlor, members of his family or his advisers can be appointed to the board 
of directors. The composition of the board can be changed from time to time to bring in 
members of succeeding generations and in this way, involve them in the management of 
family affairs.

A Labuan PTC may only provide trust company services to the private trust. It does not 
solicit or provide trust company services to the public. Sections 73 to 78 of the Labuan 
Financial Services and Securities Act 2010 (LFSSA) provides for registration of a Labuan 
PTC.

A company that is incorporated or registered under the Labuan Companies Act 1990 as a 
Labuan company or a foreign Labuan company may register to be a Labuan PTC.
A Labuan PTC may provide the following services to the private trust:

• Trustee services, including review of trust instrument(s), type of assets funding the 
trust(s), trust management and accounting services.

• Secretarial duties, such as lodgement of any documents and reports through its 
appointed agent (Labuan trust company) to Labuan FSA.

• Services such as agent, executor or administrator or other activities pursuant to the 
objectives of the PTC.

Application Requirements
The applicant shall:

• Submit a duly completed Form LTC – Application for Licence to Carry on Labuan 
Private Trust Company Business.
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• Submit a copy of the draft trust instrument to Labuan FSA.
• Ensure adherence to the Guidelines on Fit and Proper Person Requirements issued 

by Labuan FSA for directors and officers responsible for the management of the 
proposed LabuanPTC.

• Provide a letter of undertaking that it shall not carry out any trust company business 
other than with respect to the private trust(s).

• Appoint a Labuan trust company as its agent and provide a certified copy of the 
executed agent’s engagement agreement. 

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
All registered Labuan PTC shall:

• Submit a certified copy of the executed trust instrument and any subsequently 
executed trust instrument.

• Ensure compliance with the Guidelines on Anti-Money Laundering and Counter 
Financing of Terrorism.

• Notify Labuan FSA on changes in its Labuan trust company agent, within seven 
working days from the effective date of the change.

• Ensure proper arrangements are in place, to account and keep all assets and 
valuables it receives in its capacity as trustee duly separated from its own assets 
and liabilities.

• Observe the statutory requirements under the LFSSA and comply with guidelines, 
directives and reporting requirements issued by Labuan FSA. 

• Appoint an external auditor and conduct an annual audit. The PTC will be required 
to ensure all its accounting and other records are properly kept and managed.

Duties of an Agent
A Labuan trust company acting as agent of the Labuan PTC shall ensure that it keeps the 
most recent copies of the following:

• The trust instrument and any deed or document varying the terms of the trust for 
each relevant trust.

• The documentation and other information that on which it has relied to satisfy itself 
that the Labuan PTC complies with Section 74(2)(a) of the LFSSA.

The agent must ensure that the Labuan PTC restricts its business to providing trust company 
activities only to members that fulfil the connected party rule, as set out in Section 74(2)(a).

Fees
The registration fee is payable to Labuan FSA upon the grant of registration of a Labuan 
PTC. Subsequent payment of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

http://bit.ly/21RpwK8
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PARTNERSHIPS  

The governing legislation for the establishment of Labuan partnerships is the Labuan 
Limited Partnerships and Limited Liability Partnerships Act 2010 and Shariah-compliant 
partnerships are governed by the Labuan Islamic Financial Services and Securities Act 
2010 (LIFSSA), under Part X, Section 111 to 112. There are two forms of partnerships in 
Labuan IBFC, namely:

• Limited partnerships.
• Limited liability partnerships.

All Labuan limited partnerships and Labuan limited liability partnerships are expected to 
carry on business in any currency other than the Malaysian Ringgit except as permitted by 
the relevant authorities.

LIMITED PARTNERSHIPS
A limited partnership is a business entity comprising two or more partners, who operate 
or manage a business together. The minimum number of partners for a Labuan limited 
partnership is two: one general partner and one limited partner, and the maximum number 
of partners allowed is 50.

Partners may be a corporation, except for firms which are set up to offer professional 
services; in which case, it must consist of natural persons and be supplemented with 
professional indemnity insurance coverage issued by an insurer approved by Labuan FSA.

a) General Partner
 A general partner shall have all the rights and powers and shall be subjected to all 

the restrictions and liabilities of a partner. They, therefore:
i) Have management control.
ii) Share the right to use partnership property.
iii) Share the profits of the firm in predefined proportions. 
iv) Have joint and several liabilities for the debts of the partnership.

b) Limited Partner
 A limited partner contributes capital to the partnership but does not participate in the 

daily operations of the company. The limited partner shall not be liable as a general 
partner, unless the limited partner participates in the management of the limited 
partnership. 

Registration Requirements
The general process for registering a limited partnership involves the following:

• The applicant must appoint a Labuan trust company for the registration, which would 
conduct due diligence on the applicant. All documentation required to be submitted 
to Labuan FSA must be filed through a Labuan trust company.

• A Labuan limited partnership shall have either the words “Limited Partnership”, 
“Ltd.P.”, “LP” or “L.P” as part of its name (any other abbreviations in romanised 
characters or words in the applicant’s national language which connotes a limited 
partnership or any abbreviation which may be approved by Labuan FSA).

• The name may be in foreign characters, alphabets or languages, provided that an 
accurate and certified rendition of the name in the English language is clearly stated 
in all its documents.
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• The application for registration must be accompanied by the relevant documents 
and payments.

Operational Requirements
• A Labuan limited partnership must have a registered office in Labuan, which shall be 

the registered office of a Labuan trust company. A register showing the particulars 
of the Labuan limited partnership as well as its constituent document must be kept 
in this office.

• A limited partnership has the duty to keep proper accounting and records, which 
could sufficiently and accurately explain its transactions and financial position. 
These records must be kept at the registered office or any other suitable place in 
Labuan and accessible by all partners for inspections at all times.

• Unless otherwise required in the partnership agreement, the accounts of limited 
partnership shall not be required to be audited.

Fees
There is a processing fee payable  to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

LIMITED LIABILITY PARTNERSHIPS 
A limited liability partnership is a business entity comprising two or more partners, who 
operate or manage a business together. It is an alternative corporate business form that 
gives the benefits of limited liability of a company and the flexibility of a partnership. It is 
capable of entering into contracts and holding property in its own name.

The minimum number of partners for a limited liability partnership is two: one designated 
partner and one limited partner.

A limited liability partnership is a type of business entity that permits a partner to be shielded 
from liability for partnership obligations created by the misconduct of another partner or 
person. It protects members from personal liability, except to the extent of their investment 
in the LLP. 

The Labuan LLP is a taxable entity for income tax purposes. Distributions out of the after-
tax profits are tax-exempt in the hands of the partners. 

Registration Requirements
The general process for registering limited liability partnership involves the following:

• The applicant must appoint a Labuan trust company for the registration, which would 
conduct due diligence on the applicant. All documentation required to be submitted 
to Labuan FSA must be filed through a Labuan trust company.

• A Labuan limited liability partnership shall have either the words “Labuan Limited 
Liability Partnership”, “(Labuan) L.L.P.” or “Labuan LLP” as part of its name (any 
other abbreviations in romanised characters which connotes a limited liability 
partnership as may be approved by Labuan FSA).
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• The name may be in foreign characters, alphabet or language provided that an 
accurate and certified rendition of the name in the English language is clearly stated 
in all its documents.

• The application for registration must be accompanied by the relevant documents 
and payments.

Operational Requirements
• An individual or a corporation may be a partner in a Labuan limited liability partnership. 

The minimum number of partners to form a Labuan limited liability partnership is two.
• There must be at least one designated partner who shall assume the responsibilities 

of all matters and is personally liable for any penalties, if found contravening the Act.
• A limited liability partnership has the duty to keep proper accounting and records, 

which could sufficiently and accurately explain its transactions and financial position. 
These records must be kept at the registered office or any other suitable place in 
Labuan and accessible by all partners for inspections at all times.

• Unless otherwise required in the partnership agreement, the accounts of a limited 
liability partnership shall not be required to be audited.

• An annual solvency certificate is expected to be filed with Labuan FSA on or before 
the anniversary registration date of the partnership.

 
Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

PARTNERSHIP REGISTRATION UNDER THE LABUAN ISLAMIC FINANCIAL 
SERVICES AND SECURITIES ACT 2010 (LIFSSA)
Section 131(2) of the Labuan Islamic Financial Services and Securities Act 2010 (LIFSSA) 
requires that the applicant appoint a qualified person to act as a Shariah adviser for the 
partnership. The duties of the Shariah adviser pertain to the management and operations 
of the Islamic partnership to ensure compliance with Shariah principles.
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TRUST COMPANIES

LABUAN TRUST COMPANIES
A Labuan trust company refers to a Labuan company incorporated or registered under the 
Labuan Companies Act 1990 to carry out a Labuan trust company business under Part V 
of the Labuan Financial Services and Securities Act 2010.

A Labuan trust company business includes incorporating or registering Labuan entities; 
providing management, accounting and secretarial services; and acting as directors, 
secretaries, agents, officers, executors or administrators to the Labuan entities. It also 
includes acting as a manager to a Labuan managed trust company or as an agent to a 
Labuan private trust company.

The name of the company shall include the word “Trust”, “Trustee” or other such words as 
approved by the Registrar. 

Application Requirements 
All applications for the setting up of a trust company should be directed to the Director-General 
of Labuan FSA and should include, amongst others, the following:

• Form LTC – Application for Licence to Carry On Labuan Trust Company Business.
• A business plan which includes:

a) Types of products and services offered and the target market.
b) Its management team and organisational chart.
c) Three years’ financial projection (properly drawn up income statement and 

balance sheet quoted in a foreign currency).
• Capital or working funds of at least MYR150,000 or its equivalent in any foreign currency.
• A professional indemnity insurance policy with a coverage of not less than MYR1 

million or its equivalent in any foreign currency and remains indemnified throughout its 
operations.

• A letter of guarantee or undertaking to Labuan FSA for the liability of the Labuan trust 
company.

• Full disclosure of shareholdings of the company, including its ultimate beneficiaries; and 
the submission of a corporate profile containing information of its corporate shareholders 
and detailed backgrounds of its individual shareholders.

• Ensuring adherence to the Guidelines on Fit and Proper Person Requirements issued 
by Labuan FSA for directors and officers responsible for the management of the Labuan 
trust company.

• Additional information as deemed necessary and requested by Labuan FSA.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
A Labuan trust company shall: 

• Establish a fully operational office in Labuan with separate telephone and facsimile 
lines, as well as its own letterhead and stationery.

• Appoint at least two trust officers approved by Labuan FSA, one of whom must be 

http://bit.ly/21RpwK8
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based in Labuan.
• Account for and keep all assets and other valuables received in its capacity as 

trustee duly separated from its own assets and liabilities.
• Maintain a capital or working funds of at least MYR150,000 or its equivalent in any 

foreign currency at all times.
• Obtain written consent from Labuan FSA prior to making any changes to its 

shareholding, directorship, or establishment of any subsidiary.
• Ensure compliance with the Guidelines on Anti-Money Laundering and Counter 

Financing of Terrorism.
• Ensure all its books and records, including records of its clients, are kept and made 

available for inspection in Labuan.
• Ensure it informs Labuan FSA of any changes in its place of business in Labuan or 

trust officers, within seven days from the effective date of the change specified.
• Conduct an internal audit at least once in 18 months either by its own internal auditors, 

internal auditors of its head office/holding/related companies, or outsourced from an 
external party.Comply with guidelines, directive and reporting requirements issued 
by Labuan FSA.

A Labuan trust company acting as agent of a Labuan private trust company must ensure 
that the Labuan private trust company restricts its business to providing trust company 
activities only to connected party members. The Labuan trust company shall also ensure 
that it keeps the most recent copies of the trust instrument and any deed of variations, doc-
umentation and other information which it has relied on to satisfy that the Labuan private 
trust company complies with the Labuan Financial Services and Securities Act 2010.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

LABUAN MANAGED TRUST COMPANIES
A Labuan managed trust company means a person carrying out a trust company business, 
where such business is managed by another Labuan trust company. As such, it is not 
required to establish its own physical office in Labuan. A managed trust company must be 
either a Labuan company, or a foreign Labuan company, or a foreign company licensed, 
registered or approved to carry out a trust company business in other jurisdictions.

Section 71 and 72 of the Labuan Financial Services and Securities Act 2010 covers the 
provisions for the licensing of a managed trust company.

Managed trust companies may provide services to their clients similar to that of a 
fully-fledged Labuan trust company, except that it may not act as a manager to another 
managed trust company or be an agent to a private trust company. 
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Application Requirements
All applications for the setting up of a managed trust company should be directed to the 
Director-General of Labuan FSA and should include, amongst others the following:

• A duly completed Form LTC – Application for Licence to Carry On Labuan Managed 
Trust Company Business.

• A detailed management agreement between the intended managed trust company 
and the Labuan trust company which will manage the business on its behalf.

• A business plan which includes, amongst others:
a) Types of product and services offered.
b) Target market, specifying the clients, geographical spread and industry 

focus.
c) Its management team and organisational chart. 
d) Three years’ financial projection (properly drawn up income statement and 

balance sheet quoted in a foreign currency).
• Full disclosure of shareholdings of the company, including its ultimate beneficiaries; 

and the submission of a corporate profile containing information of its corporate 
shareholders and detailed backgrounds of its individual shareholders.

• Ensure adherence to the Guidelines on Fit and Proper Person Requirements, issued 
by Labuan FSA for directors and officers responsible for the management of the 
Labuan managed trust company.

• A certified copy of certificate of incorporation or constituent document of the applicant.
• A letter of good standing or its equivalent from the relevant authority of its home 

country.
In addition, a managed trust company, acting as trustee of a Labuan Islamic trust, shall 
appoint a qualified person as a Shariah adviser or consult a qualified person to advise on 
its operations and to ensure Shariah compliance. 

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
A Labuan managed trust company shall adhere to, but not limited to, the following:

• Appoint at least one trust officer approved by Labuan FSA, who may be the employee 
of the appointed manager (Labuan trust company which has been appointed to 
manage its trust business).

• Has its own letterhead and stationery.
• Its office can be the office of the Labuan trust company.
• Ensure that all its books and records, including records of its clients, are kept and 

made available for inspection in Labuan. 
• Keeps all assets and other valuables that it has received in its capacity as trustee 

duly separated from its own assets and liabilities.
• Obtain written consent from Labuan FSA, prior to making any changes to its 

shareholding and directorship.
• Notify Labuan FSA of any changes to its managed trust company manager within 7 

working days from the effective date of change specified..
• Ensure compliance with the Guidelines on Anti-Money Laundering and Counter 

Financing of Terrorism.

http://bit.ly/21RpwK8
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• Conduct internal audit at least once in 18 months either by its own internal auditors, 
internal auditors of its head office/holding/related companies, or outsourced from an 
external party. A Labuan trust company may carry out internal audit on its managed 
trust company, if it has an internal audit department that is independent from the 
operations of the Labuan trust company. Comply with guidelines, directives and 
reporting requirements issued by Labuan FSA.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.

Trust Officer
Trust officers are employees of the trust company, who have met Labuan FSA’s requirements 
of a trust officer, which also includes fulfilling the fit and proper person criteria.
 
An application for trust officer is inclusive of a written examination and an interview session 
with Labuan FSA. In the event where the candidate fails the written examination, he will be 
allowed to sit for a second examination without additional processing fee.

Fees
The annual licence fee is payable to Labuan FSA upon the grant of licence. Subsequent 
payment of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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LEASING

Leasing is letting or sub-letting property on hire for the purpose of the use of such property 
by the hirer, regardless of whether the letting is with or without an option to purchase the 
property. This includes the charters of ships. 

For the purpose of this definition, “property” includes any plant, machinery, equipment or 
other chattel attached or to be attached to the earth. “Charters of ships” means bareboat 
charters only and does not include the transportation of passengers or cargo by sea or the 
charter of ships on a voyage or time charter. Leasing businesses can also be transacted 
via conventional means or in accordance with Shariah principles.

Labuan leasing companies are licensed under Section 90 of the Labuan Financial Services 
and Securities Act 2010 and its Islamic counterparts are licensed under Section 65 of the 
Labuan Islamic Financial Services and Securities Act 2010. 

The guidelines issued by Labuan FSA on the establishment and operations of Labuan 
leasing business is not applicable for the underlying leasing transactions, which are done 
for the purpose of facilitating the issuance of Sukuk Al-Ijarah.

Application Requirements
• Any person intending to undertake a leasing business in Labuan IBFC may apply to 

Labuan FSA for approval.
• Upon receiving approval from Labuan FSA, the applicant is required to establish 

a Labuan company incorporated or registered under the Labuan Companies Act 
1990.

• The application for a licence to carry on a leasing business in Labuan IBFC shall 
be made by submitting Form LFB and LFB/2 – Application for Licence to Carry 
on Labuan Financial Business and Application for Licence to Carry on Leasing 
Business, which can be obtained from www.labuanibfc.com.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
An approved Labuan leasing company is required to do the following:

• Maintain bank account(s) under its name preferably in Labuan IBFC and Malaysia to 
facilitate the leasing operation, including lease remittances/lease rental.

• Ensure that the company obtains a certified true copy of the final lease agreement 
between the lessor and the lessee, duly stamped and endorsed by the collector at 
the Stamp Duty Office of the Inland Revenue Board of Malaysia.

• Transact business only in foreign currency and not deal in Malaysian Ringgit, except 
for the purpose of defraying administrative and statutory expenses or as permitted 
under the Financial Services Act 2013.

• Notify Labuan FSA of any changes to its constituent documents and business plan 
within 30 days of the changes being effected.

• Obtain an approval from Labuan FSA on new appointments or changes to its 
directorship and shareholding.

www.labuanibfc.com
http://bit.ly/21RpwK8
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• Notify Labuan FSA on the termination/extension of any leasing transaction within 30 
days upon the termination/extension.

• Ensure all leasing transactions and agreements are done through Labuan and 
adequate and proper records and books of accounts be maintained in Labuan.

• Conduct its business with due diligence and sound principles and comply with the 
laws and regulations where it services its clients.

• Ensure all its leased assets are adequately insured.
• Ensure that the directors and officers responsible for the management of the company 

are fit and proper persons pursuant to Section 4 of the Labuan Financial Services 
and Securities Act 2010 and the Guidelines on Fit and Proper Person Requirements 
issued by Labuan FSA.

• Ensure that all leasing transactions with its related party comply with the transfer 
pricing rules issued by the related party’s relevant authorities.

• Ensure that subsequent leasing transactions with Malaysian residents are subject to 
Labuan FSA’s prior approval and payment of subsequent leasing transaction fee.

• Labuan leasing companies that carry on charters of ships are encouraged to register 
their ships under the Malaysia International Ship Registry or Malaysia Ship Registry, 
as provided in the Merchant Shipping Ordinance 1952.

• Labuan leasing companies are also encouraged to primarily secure the insurance 
coverage for their leased assets/properties from Labuan-based insurance companies 
and takaful operators, prior to securing the services of other insurance players 
elsewhere.

• Comply with any other requirements to be issued by Labuan FSA from time to time.
 

Reporting Requirements
An approved leasing company is required: 

• To appoint an approved external auditor to undertake an audit in respect of its 
accounts and business operations.

• To submit to the Supervision and Enforcement Department of Labuan FSA within 
six (6) months after the close of each financial year, a copy of its audited financial 
statements.

• To provide statistics and information, as may be required by Labuan FSA in relation 
to prudential information, general business conduct and volume and direction of 
business in Labuan.

Fees
The annual licence fee is payable to Labuan FSA, upon approval to undertake a leasing 
transaction with a Malaysian resident. The annual licence fee would apply when a Labuan 
leasing company ventures into a leasing transaction with a Malaysian resident, although 
its initial leasing transactions are conducted with non-Malaysian resident entities. The 
subsequent leasing transaction fee would also be applicable, for any subsequent transaction 
with a Malaysian resident.

An ad hoc subsequent leasing transaction fee is payable, in addition to the annual fee for 
each subsequent leasing transaction with a Malaysian resident. 

Please refer to the Fee Schedule for the relevant fee details.
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LABUAN INTERNATIONAL COMMODITY TRADING COMPANY

The Labuan International Commodity Trading Company (LITC) is promoted under the 
Global Incentives for Trading (GIFT) programme. The GIFT programme is a framework of 
incentives to attract traders of specified commodities to use Malaysia as their international 
or regional trading base. 

LITCs are licensed under Section 92 of the Labuan Financial Services and Securities Act 
2010 to undertake international commodity trading business in Labuan. 

The Labuan international commodity trading business is the trading of physical and related 
derivative instruments in any currency other than the Malaysian Ringgit of the following 
specified commodities:

• Petroleum and petroleum-related products, including liquefied natural gas (LNG).
• Coal.
• Agriculture products.
• Refined raw materials.
• Chemicals.
• Base minerals.

An LITC is to deal only with non-residents in any currency other than Malaysian Ringgit. 
However, LITC that trades commodities such as petroleum and petroleum-related products 
(including liquefied natural gas, LNG) and coal is permitted to deal with residents in any 
currency other than Malaysian Ringgit.

GIFT Incentives
• The LITC shall be subject to a corporate tax rate of 3 per cent of chargeable profits.

The election to pay MYR20,000 tax under the Labuan Business Activity Tax Act
1990 is not applicable to LITCs.

• Notwithstanding the above, a 100 per cent tax exemption will be granted on its
chargeable profits for the first three years of its operation if the LITC trades wholly in
LNG and is licensed before 31 December 2014. Thereafter, the above tax rate of 3
per cent applies.

• The election to pay MYR20,000 tax under the Labuan Business Activity Tax Act
1990 is not applicable to LITCs.

• All other tax incentives and exemptions available to Labuan entities would apply to
LITCs, such as tax exemption on directors’ fees paid to foreign directors of a Labuan
company, 50 per cent tax exemption on employment income of foreign managerial
employees (including traders), tax exemptions on distribution of dividends, payment
of fees and interest to non-residents, stamp duty exemption, etc. Please refer to
the section “Labuan IBFC’s Tax System” for the list of tax exemptions available to
Labuan entities.

• The LITC is allowed to set up its operational office(s) anywhere in Malaysia.
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GIFT Qualifying Criteria
The LITC must comply with the following criteria:

• Minimum annual turnover of USD100 million.
• Minimum annual business spending of MYR3 million payable to Malaysian residents.
• Employs at least three professional traders, with a minimum salary of MYR15,000

per month each and being resident of Malaysia in a calendar year for a year of
assessment under the Income Tax Act 1967.

Notwithstanding the above, the LITC is exempted from complying with the criteria for the 
first five years from the date of licence. However, if the criteria are not met after five years, 
Labuan FSA will review each of the LITC’s registered company on a case-by-case basis.

Application Requirements
• Any person intending to undertake a Labuan international commodity trading

business under the GIFT programme may apply to Labuan FSA for approval by
submitting a completed application form which is available at www.labuanibfc.com,
together with the payment of the relevant processing fee.

• Upon receiving approval from Labuan FSA, the applicant is required to establish
a Labuan company incorporated or registered under the Labuan Companies Act
1990.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
• The LITC is required to maintain a registered office in Labuan, which is the office of

its Labuan trust company.
• The LITC is allowed to establish its operational office(s) anywhere in Malaysia but is

required to provide the details (that is, address and number of staff of its operational
office) to Labuan FSA upon commencement of business.

• The LITC is encouraged to utilise Malaysia’s support functions which may include,
but not limited to:

- Strategic management.
- Banking, finance and treasury management.
- Risk management.
- Market research and product portfolio development.
- Logistics management.
- Global procurement.
- Marketing and sales planning.

• The LITC must have sufficient capital/working funds that commensurate, or is in
accordance, with its operations and activities.

• The LITC must ensure that its business is conducted with proper corporate
governance and risk management framework in place.

• The LITC must indicate clearly on its letterhead, stationery and other documents
including signage containing its name, that it is licensed as a “Labuan International
Commodity Trading Company” under the Labuan Financial Services and Securities
Act 2010, together with its licence number.

www.labuanibfc.com
http://bit.ly/21RpwK8
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• The LITC is required to submit to Labuan FSA the completed Annual Update
Submission Form latest by 15 February of each year and a copy of its audited
financial statements within six months after the close of each financial year.

• The LITC is expected to comply with other requirements of the Labuan Companies
Act 1990, Labuan Financial Services and Securities Act 2010 and other relevant
laws where the LITC operates, whichever applicable.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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SECURITIES LICENSEE

A Labuan securities licensee provides investment advice or administrative services, in 
respect of securities for the purposes of investment and dealing in securities. For an Islamic 
securities licensee, its operation shall comply with Shariah principles.

The Labuan securities licensee can provide investment advice or administrative services 
in respect of securities for the purpose of investment and dealing in securities., which is its 
principal activity. In addition, the Labuan securities licensee is not allowed to hold clients’ 
monies or assets.

Part IV of the Labuan Financial Services and Securities Act 2010 provides for the licensing 
of securities licensees with the following scope of business:

• Provide investment advice or administration services in respect of securities for the 
purpose of investment; or

• Deal in securities; or
• Provide other activity as may be specified by Labuan FSA.

Part V of the Labuan Islamic Financial Services and Securities Act 2010 provides for the 
licensing of Islamic securities licensees with the same scope of business as per securities 
licensees above. In addition, Islamic securities licensees shall also comply with the following 
requirements:

• Carry on business in compliance with Shariah principles.
• Appoint qualified person(s) to its internal Shariah Advisory Board and notify Labuan 

FSA in writing of the appointment.

Application Requirements
The submission should include the following:

• Submit the application form for Labuan Securities Licensee and Capital Market 
Business (Form LSCM) and all the relevant supporting documents as stipulated in 
Form LSCM, which is available at www.labuanibfc.com.

• Provide a business plan covering the business intentions, types of services to 
be provided, target market, revenue projections, expected profit and loss, and 
manpower, including the equity structure of company in regard to the percentage of 
shareholding.

• Demonstrate the existence of both adequate financial resources and insurance 
coverage:

- Maintain a minimum paid-up capital unimpaired by losses of MYR150,000 
equivalent in any foreign currency throughout its operation. In addition, 
based on the securities licensee’s risk management assessment, additional 
capital may need to be injected to commensurate its risk profile as well as 
the nature and complexity of its business.

- Maintain a professional indemnity insurance policy with coverage of 
not less than MYR1,000,000 or its equivalent in any foreign currency 
throughout its operations.

• Adhere to requirements to provide additional information to Labuan FSA for the 
purpose of processing the application.
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Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
The submission should include the following:

• Maintain a registered office in Labuan and ensure that the business must be carried
on in, from or through Labuan. For a Labuan securities licensee that plans to establish
a marketing office in Kuala Lumpur and/or Iskandar Malaysia, the Guidelines on the
Establishment of Marketing Office in Kuala Lumpur and Iskandar Malaysia issued by
Labuan FSA should be observed.

• Ensure that the applicant for the Labuan securities licensee, the director(s) and
principal officer including any other relevant persons, meet the requirements of the
Guidelines on Fit and Proper Person Requirements issued by Labuan FSA.

• Establish adequate internal policies and procedures for its operations, compliances,
internal controls, corporate governance and risk management, including the business
continuity plan. These have to be regularly reviewed to ensure that they remain
appropriate, relevant and prudent.

• Conduct its business in any foreign currency other than Malaysian Ringgit, unless
permitted under Section 7(4) of the Labuan Companies Act 1990.

• Conduct its business with due diligence and sound principles, and maintain
adequate and proper records and books of accounts in Labuan, in line with the
Directive on Accounts and Record-keeping Requirement for Labuan Entities issued
by Labuan FSA and indicate clearly its name and licence or registration number on
its letterhead, stationery and other documents.

• Appoint an approved auditor to carry out an annual audit of its accounts, in respect
of the business operations pursuant to Section 174 of the LFSSA and Section 135
of the LIFSSA.

• For Islamic securities licensee, appointment of a qualified person to its internal
Shariah Advisory Board is required to ensure that its management and operation
are in compliance with Shariah principles. In this regard, the Directive on Islamic
Financial Business in Labuan IBFC shall also be observed.

• Obtain prior approval from Labuan FSA for any appointment of director(s) and
shareholder(s).

• Notify Labuan FSA in writing for the following:
- Any amendment or alteration to any of its constituent documents within

thirty days of the changes being affected, including its business plan.
- For Islamic securities licensee, notification is required within thirty days

from the appointment of its internal Shariah Advisory Board.
• Comply with relevant laws and regulations of the jurisdiction where it intends to

operate in including obtaining the necessary approval.

Market Conduct and Practices
A Labuan securities licensee must adhere with the following requirements to promote 
market integrity and investors’ confidence: 

• Integrity and fair dealing
a) Conduct its business with integrity and fair dealing to avoid misleading and

deceptive acts or representation.

http://bit.ly/21RpwK8
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b) Conduct its business in a manner that promotes a fair and orderly market.
c) Avoid any conflict of interest arising or, where a conflict arises, should 

ensure just treatment to all their clients by disclosure, internal rules on 
confidentiality or other accepted practices as deem fit.

• Skills, care and diligence
a) Conduct its business with due care, skill and diligence.
b) Act competently and diligently, in regard to all transactions between 

themselves and their clients.
c) Demonstrate that the advice provided, or exercise of discretion, are 

appropriate for the clients.
• Acting in client’s interest

a) Act in the best interest of its clients and must not jeopardise or prejudice 
clients’ interests.

b) Provide relevant information to its clients in a manner that is fair, accurate 
and timely.

• Complaints management
a) Have procedures in place to deal with clients’ complaints effectively and 

fairly through a simple and equitable process. These procedures should 
be well disclosed and easily accessible.

b) Details of the complaints, responses and any action taken must be 
recorded and maintained by the Labuan securities licensee.

• Compliance
a) Establish proper compliance function pursuant to the Guidelines on 

Compliance Function for Labuan Licensed Entities to ensure its business 
complies with the relevant directive, guidelines and reporting requirements 
issued by Labuan FSA from time to time.

b) Ensure compliance with the Guidelines on Anti-Money Laundering and 
Counter Financing of Terrorism.

c) Ensure proper policies and procedures are in place to ensure a sound 
compliance framework which safeguards clients’ interests.

d) Take reasonable care to organise and control its affairs responsibly and 
effectively, with adequate risk management and supervisory system.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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SHIPPING

Shipping operations is the transportation of passengers or cargo by sea, or the letting out 
or charter of ships on a voyage or time charter basis.

In order to qualify as a Labuan business activity for Labuan Business Activity Tax Act 1990 
purposes, the shipping operations must be carried out in Labuan or outside Malaysia, in 
a foreign currency with a non-Malaysian resident or with another Labuan entity. The law 
governing ship registration in Malaysia is the Merchant Shipping Ordinance 1952.

MALAYSIAN SHIP REGISTRY
The Malaysian Ship Registry was established pursuant to the provision under Part IIA of 
the Merchant Shipping Ordinance 1952, which provides for ship registration by Malaysian 
citizens or corporations incorporated in Malaysia. There are four ports of registry: Penang, 
Port Klang, Kuching and Kota Kinabalu.

MALAYSIAN INTERNATIONAL SHIP REGISTRY
Apart from the Malaysian Ship Registry, there is also a Malaysian International Ship Registry, 
which is based in Labuan. It was established pursuant to Part IIC of the Merchant Shipping 
Ordinance 1952, specifically for ships with a gross tonnage of more than 1,600GRT, age of 
not less not more than 15  years  if it is a tanker or a bulk carrier and of not more than 20 
years if it is of a type other than a tanker or a bulk carrier, and owned by foreign citizens or 
foreign corporations. The registration is regulated by the Malaysian Ship Registrar.

Before applying for a ship to be registered, the applicant should appoint a ship manager who 
is either a Malaysian citizen residing in Malaysia or a company incorporated in Malaysia 
with its principal place of business in Malaysia.

The port of registry for a Malaysian international ship is Labuan.

For more information on Malaysian ship registries, please visit the Marine Department of 
Malaysia’s website at www.marine.gov.my.

www.marine.gov.my
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COMPANY MANAGEMENT

Company management business in Labuan means the provision of treasury processing 
services and such other services to persons as may be permitted by Labuan FSA. The 
permissible activities of company management firms are described as follows:

• Treasury processing activities, comprising back and middle office processing 
functions, including processing and confirming deals, preparing accounting records 
and reports, maintaining registers and files and custodial services.

• Islamic advisory services and processing functions, including launching, administering, 
and backroom processing of collective investment schemes; consultancy, advisory 
and support services; and developing Islamic trusts.

The governing legislation for the company management business in Labuan is the Labuan 
Financial Services and Securities Act 2010, specifically Part VIII, Sections 129 to 132. 

Application Requirements
An application can be considered from a company meeting the following criteria:

• A trust company licensed under the Labuan Financial Services and Securities Act 
2010.

• A firm engaging in company management activities licensed by the regulatory 
authority in the country of origin, if applicable.

• A Labuan company incorporated under the Labuan Companies Act 1990 run by 
personnel with the necessary expertise and skills.

• The company can demonstrate that it has undertaken similar activities in other 
financial centres.

• The company has no adverse report from any reliable sources.
• The company has a proven performance record with consistent returns on equity 

and assets.

Licensing Requirements
• The applicant company must have minimum authorised capital of MYR500,000 and 

paid-up share capital of MYR100,000 (unimpaired by losses) or its equivalent in any 
foreign currency.

• The applicant company must produce a guarantee and provide a security deposit of 
MYR50,000 with Labuan FSA to undertake any liability arising from its operations in 
Labuan.

• The director and/or chief executive officer of the applicant company must be fit and 
proper person, and prior written approval from Labuan FSA is required before such 
appointments can be made. A signed declaration on secrecy is also required.

• The applicant company must have a favourable business plan in promoting Labuan 
IBFC.

• The applicant company must inform Labuan FSA of any changes in the shareholding 
structure or capital and/or any erosion of paid-up capital.

• An applicant company providing Islamic company management services must 
engage the services of a Shariah Advisory Panel comprising reputable Shariah law 
experts. 
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• A firm may not be allowed to undertake Islamic company management business,
unless Labuan FSA is satisfied that the applicant has the necessary expertise and
experience in handling such business.

Operational Requirements
• The applicant company must maintain a registered office in Labuan, through which

all dealings must be done.
• The applicant company can only transact business in foreign currency and not deal

in Malaysian Ringgit, except for the purpose of defraying administrative and statutory
expenses.

• The applicant company shall provide company management services to Labuan
companies and non-residents only.

• The applicant company shall appoint an approved auditor.
• The applicant company must notify Labuan FSA of any amendment or alteration to

any of its constituent document.
• The applicant company must be active in its performance, based on the number of

deals, projects, etc. arranged each year.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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FACTORING 

Factoring is the business of acquiring debts, due to any person as defined under Section 
86 of the Labuan Financial Services and Securities Act 2010.

Application Requirements
• An applicant for a factoring licence can be any one of the following entities and 

should not have any adverse reports against him from any reliable source:
- Labuan companies incorporated or registered under the Labuan 

Companies Act 1990.
- Special purpose vehicles set up to facilitate inter-company factoring 

transactions.
- Factoring companies registered under Malaysia’s Financial Services Act 

2013.
• All applications should be directed to the Director-General of Labuan FSA and 

should include, amongst others, the following:
- The nature of the business of the applicant. 
- A business plan detailing the operations and strategies of the applicant. 
- The composition of the board of directors and senior management of the 

applicant (please note that prior written approval of Labuan FSA must be 
obtained for the appointment of directors, controller or chief executive 
officer, who must be fit and proper persons).

- A signed declaration by directors and senior staff of the applicant on 
confidentiality and secrecy.

- Audited financial statements of the applicant for the last two years and, if 
applicable, any other information that is relevant to the application.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
The applicant company:

• Has an option of either setting up an office in Labuan or operating through its 
registered office; however, all transactions must be done through Labuan and 
adequate and proper records and books of accounts must be maintained in Labuan.

• Must maintain capital sufficient to manage the company’s daily operations.
• Must transact business only in foreign currency and not deal in Malaysian Ringgit, 

except for the purpose of defraying administrative and statutory expenses.
• Is prohibited from dealing with Malaysian residents, other than those approved by 

the Central Bank of Malaysia.
• Must conduct its business with due diligence and sound principles and comply with 

the local laws and regulations where it services its clients.
• Must indicate clearly its name on its letterhead, stationery and other documents.
• Must appoint an auditor.

http://bit.ly/21RpwK8
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Reporting Requirements
An approved factoring company is required:

• To submit to Labuan FSA within three months after the close of each financial year,
one copy of its audited annual balance sheet and profit and loss account.

• To notify Labuan FSA of any change to its constituent documents, shareholdings,
management or business plan.

• To provide statistics and information as required by Labuan FSA, in relation to
prudential information, general business conduct and volume and direction of
business in Labuan.

• To adhere to any other requirements issued by Labuan FSA from time to time.

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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MONEY BROKING 

Money broking is defined as the business of arranging transactions between buyers and 
sellers in the money markets, with brokers acting as intermediary for consideration of 
payment of brokerage fees. It, however, does not include the buying or selling of foreign 
currencies by the said broker as principal in such markets. 

Any of the entities below may be licensed as a Labuan money broker: 
• A licensed domestic money broker.
• A Labuan company incorporated under the Labuan Companies Act 1990 (with 

money broking expertise).
• Any licensed institutions under the Financial Services Act 2013, with prior approval 

from Bank Negara Malaysia.
• A licensed domestic (Malaysian onshore) money broker.

All applicants from the four categories above should have a good track record of financial 
performance, at least in the three years preceding its application and is committed to setting 
up a functional operation in Labuan.

Application Requirements
All applications for the setting up of a money broking business should be directed to the 
Director-General of Labuan FSA and should include, amongst others the following:

• An undertaking letter from the head office/parent company to undertake any liability 
arising from the operations of its branch or subsidiary in Labuan.

• The controller or director or chief executive officer and the directors of the board 
of the applicant company must be fit and proper persons. Prior written approval of 
Labuan FSA must be obtained for the appointment of such said persons.

• A signed declaration by directors and senior staff of the applicant on confidentiality 
and secrecy.

• A description of the nature of business of the applicant.
• A business plan detailing the operations and strategies of the applicant with regard 

to its Labuan entity.
• Audited financial statements of the applicant for the last two years, if applicable.
• Any other information that is relevant to the application.

Application forms for licences to carry on a business in Labuan IBFC and other related 
documents to be submitted to Labuan FSA can be downloaded at bit.ly/21RpwK8.

Operational Requirements
• The applicant company must have a paid-up capital of MYR300,000 (unimpaired by 

losses) or its equivalent in any foreign currency.
• The applicant company must inform Labuan FSA of any changes in its shareholding 

structure and/or erosion of paid-up capital.
• A Labuan money broker must maintain a registered office in Labuan, and all dealings 

must be done through this registered office in Labuan.

http://bit.ly/21RpwK8
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• A Labuan money broker can only transact business in foreign currency and not 
deal in Malaysian Ringgit, except for the purpose of defraying administrative and 
statutory expenses.

• A Labuan money broker is prohibited from dealing with Malaysian residents, other 
than authorised dealers as specified under the Financial Services Act 2013.

• A Labuan money broker is required to appoint an auditor.
• A Labuan money broker must notify Labuan FSA of any amendments or alteration 

to any information in its constituent documents

Fees
There is a processing fee payable to Labuan FSA for the licence application. In addition, an 
annual fee is payable to Labuan FSA upon the grant of licence. The subsequent payment 
of annual fee is payable not later than 15 January of each year. 

Please refer to the Fee Schedule for the relevant fee details.
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FEE SCHEDULE

General Fees MYR USD
Reservation of name of a Labuan company (one time) 50 15

Supporting documents to set up a Labuan company

- Memorandum and Articles of Association (Labuan company)
- Memorandum and Articles of Association (foreign Labuan 

company)
- Statutory declaration of compliance
- Consent to act as director

Nil
Nil
Nil
Nil

Nil
Nil
Nil
Nil

Application for change in shareholder (for licensed/registered 
institutions) 1,000

Application for change in business plan (for licensed/registered 
institutions) 1,000

Application for time extension for any application or compliance 
under the law (for Labuan companies) 300

Special Processing Fees Labuan Company
MYR

Licensed/ 
Registered Entities 

MYR
Application for:

- Ministry of Finance exemptions
- Transfer of business

1,500 5,000

General Fees Labuan Company
MYR

Licensed/ 
Registered Entities 

MYR
Application for a letter of/on:

- Company information
- Good standing
- Charge
- Clearance for winding up
- Corporate profile

300 1,000

Type of Companies/Type of Fees

Processing/ 
Lodgement/ 
Registration 

Fees

Annual Fees/ 
Licence Fees

MYR USD MYR USD
Labuan Company
• Labuan Company 

- Paid-up capital of MYR0 – MYR50,000
- Paid-up capital of MYR50,001 – 

MYR999,999
- Paid-up capital of MYR1 million and above

1,000
2,000
5,000

300
600

1,500

2,600
2,600
2,600

800
800
800

• Foreign Labuan company 6,000 2,000 5,300 1,500
• Establishment of Kuala Lumpur/Iskandar 

Malaysia marketing office
• Establishment of co-located office within 

Malaysia apart from Labuan

300

300

100

100

7,500

10,000

2,500

3,500



123

Type of Companies/Type of Fees

Processing/ 
Lodgement/ 
Registration 

Fees

Annual Fees/ 
Licence Fees

MYR USD MYR USD
Labuan Bank/Islamic Bank
• Labuan bank/Labuan investment bank
• Labuan Islamic bank/Labuan Islamic investment 

bank
• Establishment of Kuala Lumpur/Iskandar 

Malaysia marketing office
• Establishment of co-located office within 

Malaysia apart from Labuan

1,000
1,000

1,000

1,000

350
350

350

350

100,000
100,000

7,500

10,000

30,000
30,000

2,500

3,500

Insurance and takaful
• Labuan insurance activities

- General insurance/reinsurance
- General takaful/retakaful
- Life insurance/reinsurance
- Composite insurance/reinsurance
- Single/pure, group, association or multiple 

owner captive
- Captive using PCC structure:

- Core
-  Each cell

- Master rent-a-captive
- Subsidiary rent-a-captive

• Labuan insurance-related activities
- Underwriting manager
- Insurance manager
- Insurance broker
- Managed underwriting manager

• Establishment of Kuala Lumpur/Iskandar 
Malaysia marketing office

• Establishment of co-located office within 
Malaysia apart from Labuan

1,000
1,000
1,000
1,000
1,000

1,000
1,000
1,000
1,000

1,000
1,000
1,000
1,000
1,000

1,000

350
350
350
350
350

350
350
350
350
 

350
350
350
350
350

350

50,000
50,000
50,000
100,000
10,000

30,000
10,000
13,000
3,000

20,000
20,000
20,000
20,000
7,500

10,000

15,000
15,000
15,000
30,000
3,000

9,500
3,000
9,500
3,000
 
6,500
6,500
6,500
6,500
2,500

3,500

Protected Cell Company
• Labuan protected cell company (PCC)

- Labuan protected cell company to carry 
on insurance business or Labuan captive 
insurance business:
- On the general assets of the Labuan 

PCC
- On each of its registered cell

- Labuan protected cell company to carry on 
mutual fund business:
- On the general assets of the Labuan 

PCC
- On each of its registered cell

• Conversion fee from a Labuan company to 
Labuan PCC

750

30,000

10,000

5,000

2,000

9,500

3,000

1,500

600
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Type of Companies/Type of Fees

Processing/ 
Lodgement/ 
Registration 

Fees

Annual Fees/ 
Licence Fees

MYR USD MYR USD
Fund Management
• Private Fund 

- Private fund using a protected cell company 
(PCC):
- General assets or “core”
- Each cell

• Public Fund
- Public fund using a protected cell company 

(PCC):
- General assets or “core”
- Each cell

- Additional prospectus
• Fund manager
• Fund administrator
• Securities licensees
• Establishment of Kuala Lumpur/Iskandar 

Malaysia marketing office

2,000

2,000

2,000
1,000
1,000
1,000
1,000

600

600

600
350
350
350
350

Nil

5,000
2,000
2,000

5,000
2,000

5,000
2,000
5,000
7,500

Nil

600

1,500
600

1,500
2,500

Wealth Management

• Labuan foundation
- Registration
- Approval for change of name
- Restoration to register
- Redomicilation
- Application fee for the establishment of a 

representative office
• Labuan trust/special trust/Islamic trust

- Renewal of certificate of registration
• Labuan Islamic Waqf foundation

- Registration
- Processing fee

750
300
750
750
300

 
750
750

200
100
200
200
100

 
200
200

750

50
750

200

15
200

Partnership
• Labuan limited partnership, Labuan limited 

liability partnership
• Other general fees

- Approval for change of name
- Restoration to register
- Certificate of registration

1,000

250
1,000

50

300

15

1,000 300

Other Corporate Services
• Labuan trust company
• Labuan managed trust company
• Labuan private trust company

1,000
1,000

1,000

350
350

350

15,000
15,000

5,000

5,000
5,000

1,500

• Trust officer 1,000 350
• Labuan company management 1,000 350 5,000 1,500
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Type of Companies/Type of Fees

Processing/ 
Lodgement/ 
Registration 

Fees

Annual Fees/ 
Licence Fees

MYR USD MYR USD
• Approved auditor
• Approved liquidator

150
1,000

45
315

3,000
1,000

1,000
300

Leasing
• Leasing

- Transacting with Malaysian resident
- Subsequent transaction with Malaysian

resident
- Leasing business/subsequent transaction

with non-Malaysian resident

1,000
1,000

1,000

350
350

350

60,000
20,000 

(one-off)
Nil

20,000
6,000 
(one-
off)
Nil

Labuan international commodity trading
• Labuan international commodity trading

company
1,000 300 40,000 13,000

Factoring 
• Factoring business (with physical presence)
• Factoring business (without physical presence)

1,000
1,000

350
350

40,000
40,000

13,000
13,000

Money broking
• Money broking business 1,000 350 5,000 1,500
Others
• Building credit business
• Credit token business
• Development finance business

1,000
1,000
1,000

40,000
40,000
40,000
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FAST TRACK FEES

Activity/Item Industry/Entity Client 
Charter*

Fast 
Track 
Client 

Charter*

Additional
Fast Track
Processing 

Fee MYR

Licensed/registered Institutions

Application 
for licence/
registration/
approval

• Labuan banking
business/Islamic
banking business
(full-fledged or
investment bank)

• Labuan insurance
and insurance-related
activities/takaful and
takaful-related activities

• Labuan trust
companies/ Labuan
managed trust
companies

30 days 15 days

3,500

• Labuan capital market/
Islamic capital market 21 days 10 days

Application 
for licence/
registration/
approval

Labuan financial business 
/ Islamic financial business 21 days 5 days

Labuan companies / registered institutions

Application for 
incorporation/
registration/
approval

Labuan companies, 
Labuan foundations, 
Labuan limited 
partnerships, Labuan 
limited liability partnerships 
and Labuan trusts

Within 24 
hours

Within 2 
hours

1,000

Application as an 
approved auditor 
or liquidator

Auditor and liquidator 30 days 5 days

Application for a 
letter of/on:
- Company

information
- Good standing
- Charge
- Clearance for

winding up
- Corporate

profile

Labuan companies, 
Labuan foundations, 
Labuan limited 
partnerships, Labuan 
limited liability partnerships 
and Labuan trusts

Within 5 
days

Within 1 
day

* Upon complete documentation and/or information
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CONTACT INFORMATION

Labuan IBFC Incorporated Sdn Bhd 
Suite 3A-2
Level 2, Block 3A
Plaza Sentral
Jalan Stesen Sentral, KL Sentral
50470 Kuala Lumpur, Malaysia 
Tel: (+603) 2773 8977
Fax: (+603) 2780 2077
Email : info@libfc.com
Website : www.labuanibfc.com

Hong Kong Representative Office
Unit 1103, 11/F
Malaysia Buidling
50 Gloucester Road
Wanchai, Hong Kong 

Labuan Financial Services Authority     
17th Floor, Main Office Tower
Financial Park Complex
Jalan Merdeka
87000 Labuan, Malaysia 
Tel: (+6087) 591 200
Fax: (+6087) 428 200
Email: communication@labuanfsa.gov.my 
Website : www.labuanibfc.com

Association of Labuan Trust Companies 
Level 1, Lot 7, Block F
Saguking Commercial Building
Jalan Patau-Patau
87000 Labuan, Malaysia 
Tel: (+6087) 410 745
Fax: (+6087) 419 755
Email: cck@noblehouse-labuan.com 
Website: www.altc.org.my

www.labuanibfc.com
mailto:cck%40noblehouse-labuan.com?subject=
www.altc.org.my
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Labuan International Insurance Association
Brumby Centre, Lot 42,
Jalan Muhibbah,
87000 Labuan, Malaysia
Tel: (+6087) 593 828
Fax: (+6087) 417 242
E-mail: secretariat@liia-labuan.org
Website: www.liia-labuan.org

Association of Labuan Banks 
Level 8(D), Main Office Tower
Financial Park Complex
Jalan Merdeka
87000 Labuan, Malaysia 
Tel: (+6087) 452 778 
Fax: (+6087) 452 779 
E-mail: admin@alb-labuan.com
Website: www.alb-labuan.com

Labuan Investment Banks Group 
c/o IBH Investment Bank Limited
7-05, 7th Floor, Menara Hap Seng
Jalan P Ramlee
50250 Kuala Lumpur, Malaysia
Tel: (+ 603) 2072 0730
Fax: (+ 603) 2072 0732
Email: howard@ibhinvestmentbank.com

Labuan International Financial Exchange
Unit Level 7(B), Main Office Tower
Financial Park Complex 
Jalan Merdeka
87000 Labuan, Malaysia
Tel: (+6087) 451 359
Fax: (+6087) 451 379
E-mail: cust-mgmt@lfx.com.my
Website: www.lfx.com.my

STEP Malaysia
c/o Kensington Trust Labuan Limited
A-38-02, Tower A,
Menara UOA Bangsar,
No. 5, Jalan Bangsar Utama 1
59000, Kuala Lumpur, Malaysia
E-mail: raymond.wong@kensington-trust.com
Website: www.step.org/malaysia

mailto:admin%40alb-labuan.com?subject=
mailto:howard%40ibhinvestmentbank.com?subject=
mailto:raymond.wong%40kensington-trust.com?subject=
http://www.step.org/malaysia
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DISCLAIMER 

This Guide provides general information on products and services available in Labuan IBFC 
and should not be relied upon when formulating business decisions, nor should it be treated 
as a substitute for professional advice pertaining to particular business circumstances. 

While all information has been prepared in good faith, no representation or warranty, 
expressed or implied, is made and no responsibility or liability will be accepted by Labuan 
IBFC Incorporated Sdn Bhd or Labuan Financial Services Authority as to the accuracy or 
completeness of this Guide. 

Further, this Guide does not include any statement or opinion with regards to the laws 
governing Labuan IBFC or Malaysia and specific legal advice should always be sought 
from qualified lawyers and/or professional advisers.

In addition, this Guide is not directed to any person in any jurisdiction where (by reason 
of that person’s nationality, residence or otherwise) the publication or availability of any 
services offered within it, is prohibited and deemed unlawful.
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