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Overview 
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1. Acquiring and Growing Wealth 
 - Perimeters for Sharia-compliant wealth acquisition; 
 - Sharia-compliant investment funds.  
 

2. Managing Risk and Preserving Wealth  
 - What are the risks associated with Islamic wealth management and  
  Takaful solutions; 
 - Labuan Islamic Trust and Foundations for wealth preservation 
 

3. Economic and Social Development 
 - The need to invest in real economy; 
 - Sharia-compliant funding: A path towards economic growth and  
  the greater good  
 

4. Wealth Distribution and Creating Legacy                         
  - Waqf; 
                  - The benefits of Labuan International Waqf Foundation  
 

5. Why Labuan IBFC for Islamic Wealth Management? 
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The Elements of Islamic Wealth 
Management 
 

THE ELEMENTS OF 
ISLAMIC WEALTH 
MANAGEMENT 

 

Acquiring & 
Growing Wealth 

 

Managing Risk & 
Preserving Wealth 

 

Economic & 
Society 

Development 

 

Distributing Wealth 
& Creating Legacy 
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The Philosophy of Wealth 
Management in Islam  
 

• That wealth is an amana and trust from Allah, and hence must be acquired and spent 
as per His commands. 

(i) Amana and Trust from God 

• That a Muslim should not be greedy in seeking wealth as he would be held responsible 
for any transgression or breach of the limits. Rather, he should be content with his 
share in the provisions of Allah and should make concerted efforts to discharge his 
responsibilities with regard to the same. 

(ii) Not be Greedy   

• That quality and purity of wealth matter more than its quantity. With baraka (blessing 
from Allah), meager resources may enable one to achieve, due to piety in acquisition 
and spending of those funds, such great excellence and huge rewards that may not 
have been possible for him with huge resources that are not blessed in the eyes of 
Allah. 

(iii) Quality and Purity matter more than Quantity 



1. Acquiring and Growing Wealth 
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The Sharia Governance 
 

 The Sharia is not a codified body of law. It is an abstract form of law capable of 
adaptation, development and interpretation.  

 

 The Sharia does not prescribe general principles of law, instead it purports to deal with 
specific cases or transactions and sets out rules that govern them.  

 

 The Sharia developed through four main Islamic juristic schools (Hanafi, Maliki, Shafi 
and Hambali) and is derived from two primary sources, the Quran (the transcription of 
God's message to the prophet Mohammed) and Sunna (the living tradition of the 
prophet Mohammed), in addition to two dependent sources: Ijma (consensus) and 
Ijtihad /Qiyas (individual reasoning by analogy).  

 

 Islamic financial institutions must have a religious committee made up of high caliber 
religious scholars. This Sharia board has both a supervisory and consultative duty to 
ensure that the Islamic financial institution's practices are in line with the Sharia.  

 



Perimeters for Sharia-Compliant 
Wealth Acquisition  
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Non Gharar 
(Uncertainty) 
 

Trading is lawful, provided the minimum Sharia compliance requirements 
such as consent of the parties, their knowledge of the counter-values, their 
capability to deliver the same, and payment of both or at least one of the 
counter-values on the spot is ensured.  
 

Non Maysir 
(Speculation) 
 

Sharia prohibits excessive levels of uncertainty which convert a transaction 
into an act of speculation and gambling instead of a genuine financial 
transaction; such as when both the counter values are deferred or when 
someone sells an asset that he does not own and possess.  
 

Non Riba 
(Interest) 
 

Sharia prohibits riba, which is primarily the interest paid against loans in 
lieu of the time for deferred payment, is a cornerstone of Sharia teachings 
to stop exploitation and profiting without taking the relevant risk.  
 

Non Debt 
 

Sharia principle specified that  extending a loan to a person in need is an 
act of charity, which should be done at no cost to the borrower; therefore 
any premium charged on a loan is prohibited as it is a form of riba.  
 



Perimeters for Sharia-Compliant 
Wealth Acquisition (cont’d)  
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Sharia-
Compliant 
 

All financial contracts which do not fulfill one or more of the essential terms 
and conditions for Sharia compliance, or stipulate any terms that are in 
conflict with the nature of those contracts, have been declared void. Sharia 
also emphasizes that these contracts should be balanced in terms of 
stipulating the rights and obligations of the contracting parties.  
 

Fairness 
 

Islam emphasizes the right of people to equal opportunity and a level 
playing-field when it comes to economic activities.  
 

Encourage 
Direct 
Transaction  

Islam encourages direct transactions between the producers and the 
consumers in a bid to ensure provision of the basic needs at affordable 
prices. That is why it has prohibited the intervention of intermediaries who 
do not add any value; rather they inflate the prices which have to be paid 
eventually either by the consumers or skimmed from the margins of the 
producers.  
 



Sharia-Compliant Investment Funds  
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 In the Mudaraba model, a Mudarib or entrepreneur usually provides management 
expertise which is treated as a form of capital.  

 The investor is known as the Rabb Al-Mal.  
 The share of expected future profits between the Mudarib(s) and the investor(s) is 

agreed at the outset in any ratio mutually agreed to by the parties involved.  
 The Rabb Al-Mal bears all losses of invested assets (be they cash or other forms of 

capital).  
 In the case there is more than one investor, losses are to be shared according to the 

investment share of each investor.  
 The entrepreneur must not bear any of the loss(es) attributable to invested capital.  
 The entrepreneur is not allowed to take any form of remuneration other than profit-

share. (Technically, the entrepreneur has no recompense for his efforts unless the 
project is profitable; unless there is a guaranteed wage.) 

 

 The Musharaka model is essentially a sharing model.  
 Parties involved in a partnership arrangement contribute funds to and have the right 

to exercise executive powers in that project in accordance with an agreed formula.  
 All partners are obligated to contribute capital to the venture. These contributions can 

be subject to profit sharing in a ratio mutually agreeable to all the investing parties.  
 Just as with Mudaraba, a fixed amount of payment can not be agreed at the outset. 
 Partners must receive regular accounting information as well as other information on 

business activities. 

 
Musharaka  

Fund 

 

 
Mudharaba  

Fund 

 



 
2. Managing Risk and Preserving Wealth 
 



The Concept of Takaful  
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Takaful concept is based on solidarity, shared responsibility & 
brotherhood among participants.  

Participants all agree to cooperate and be mutually responsible to help 
one another financially should a member suffer a loss defined in the 
Takaful contract. 

This is achieved through donation (“Tabarru") to a common fund from 
which financial compensation can be paid to eligible participants. 



 
Difference between Takaful and 
Conventional Insurance 
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Conventional Insurance Takaful 
 

1. It is a risk transfer mechanism whereby risk is transferred 
from the policy holder (the Insured) to the Insurance 
Company (the Insurer) in consideration of 'insurance 
premium' paid by the Insured. 

It is based on mutuality; hence the risk is not transferred but 
shared by the participants who form a common pool. The 
Company acts only as the manager of the pool (Takaful Operator). 
 

2. It contains the element of uncertainty i.e. “Gharrar" which is 
forbidden in Islam. There is an uncertainty as to when any 
loss would occur and how much compensation would be 
payable.  

The element of uncertainty i.e. “Gharrar” is brought down to 
acceptable levels under Sharia by making contributions as 
"Conditional Donations" (Tabarru) for a good cause i.e. to mitigate 
the loss suffered by any one of the participants.  
 

3. Contains an element of gambling i.e. “Maisir" (gambling) in 
that the insured pays an amount (premium) in the 
expectation of gain (compensation/payment against claim). If 
the anticipated loss (claim) does not occur, the insured loses 
the amount paid as premium. If the loss does occur, the 
insurer loses a far larger amount than collected as premium 
and the insured gains by the same.  

The participant pays the contribution (Tabarru) in the spirit of 
purity and brotherhood; hence it obviates the element of 
“Maisir” while at the same time without losing the benefit of 
Takaful in the same way as conventional insurance. 

4. Funds are mostly invested in fixed interest bearing 
instruments like bonds, debt securities, etc. Hence these 
contain the element of “Riba" (usury) which is forbidden in 
Islam. 

Funds are only invested in non-interest bearing, i.e. “Riba-free” 
instruments. 

5. Surplus or profit belongs to the Shareholders. The insured is 
covered during the policy period but is not entitled to any 
return at the end of such period. 

Surplus belongs to the participants and is accordingly returned to 
them (in proportion to their respective shares of contributions) at 
the end of the accounting period. 



Risk Associated with Islamic Wealth 
Management and Takaful Solutions  
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Risk Profile 
 

 

Takaful Solutions 
 

Risks to physical assets and activities that affect 
wealth of an individual or a business i.e. property, 
transportation, business, construction, engineering 
projects, trade etc. 
 

General Takaful for protection 
of physical assets. 
 

Professional and third party risks (law suits etc.) 
affecting businesses, projects and 
Trade. 
 
 

Third party indemnity 
coverage. 

Health & life risks and associated liabilities of 
wealth utilisation during prolonged life spans in 
retirement and estate planning for unsettled debts, 
inheritance taxes and duties at death.  
 

- Medical expense protection, 
for sickness and ill health; 
 

- Life Takaful (protection & 
savings for risks at individual 
level in case of death and 
disability). 
 

 
Business 

Risk 

 

 
 

Personal 
Risk 

 

 

 
 

External 
Risk 

 

 



 
 
 
Labuan Islamic Trust and Foundations 
for Wealth Preservation 
 
 
 

Special 

Trust 

Purpose 

Trust 

Waqf Investment  

Trust/Foundation 

Labuan Islamic Trust/  
Islamic Foundations 

 Beneficiaries   Beneficiaries   Beneficiaries   Beneficiaries  

Opportunity to Offer Comprehensive Asset Protection Tools  
 
 



 
 
Labuan Islamic Trust and Foundations 
- Ability to Serve Multi-Location Family 
 
 

Beneficiaries in 
Common Law 

locations  

 Beneficiaries  

Beneficiaries in 
Civil Law 
locations  

Labuan  
Islamic Trust  

Labuan Islamic 
Foundation  

Labuan Islamic 
Foundation  

 Beneficiaries  

Labuan 
Islamic Trust  

Beneficiaries in 
Common Law 

locations  

Beneficiaries in 
Civil Law 
locations  



Labuan Islamic Trust and Foundations 
– A Tax Efficient Vehicle 

0% 0% 

0% 0% 

Subject to Foreign Tax with treaty 
benefits where appropriate  

Dividends & 
WHT at treaty 

rates 

Treaty Benefits may include: 
•    Reduced WHT rates 
• Capital gains tax exemption 

Tax  
neutrality 

Tax Savings 

Beneficiaries 

Labuan 
Islamic Trust/ 
Foundations 

 

Labuan 
Holding Co 

Foreign 
Investments 



Trust vs Foundation  
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Similarities 
 

 

Differences 

Both can be created in perpetuity.  
 

Foundation is a registered legal entity 
(contractual relationship); but a Trust is not a 
legal entity (fiduciary relationship). 
 

There are no capital requirements for both Trust 
and Foundation. 
 

 
 

Trusts are created in common law origins 
whereas Foundations in civil law countries. 
 

Both have beneficiaries, and similar to a trust 
which has a trustee, a Foundation has council and 
officers. 
 

Trustees have unlimited liability in respect of 
activities of the trust but Foundation’s 
administrators/founder are not personally liable.  
 

Both states the objectives/purposes; Trust in a 
trust deed and Foundations governed by the 
Charter and Articles. 
 

Registration of Trust is optional but a Foundation 
is mandatory. 
 

Trust has a Settlor who may have reserved 
powers and Foundation has a Founder who have 
rights reserved to him over management. 
 

Interest of the beneficiaries of a Trust is 
paramount but the founder carries more weight 
with a Foundation. 
 



Labuan Islamic Trust   
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Governing Legislation: - 
• Labuan Trusts Act 1996 
• Labuan Islamic Financial Services and Securities Act 2010 
• Labuan Companies Act 1990 
• Labuan Business Activity Tax Act 1990 
 

Related Guidelines and Directives: - 
• Guidelines on the Establishment of Labuan Trust and Islamic Trust 

 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 Sharia 
principles. 

 

 The trustee of a Labuan Islamic trust is required to appoint or consult a Sharia adviser to advise on 
matters relating to the operations of the Labuan Islamic trust to ensure its compliance with Sharia 
principles. 

 

 The vesting of property into a Labuan Islamic trust may be facilitated through hibah or hadiah as 
guided by the Sharia Resolution of the Sharia Supervisory Council of Labuan FSA on Labuan Islamic 
Trust issued by Labuan FSA. 

 

http://www.labuanibfc.com/legislation-main/211/details.html
http://www.labuanibfc.com/legislation-main/211/details.html
http://www.labuanibfc.com/legislation-main/907/details.html
http://www.labuanibfc.com/legislation-main/907/details.html
http://www.labuanibfc.com/legislation-main/566/details.html
http://www.labuanibfc.com/legislation-main/566/details.html
http://www.labuanibfc.com/legislation-main/1317/details.html
http://www.labuanibfc.com/legislation-main/1317/details.html
http://www.labuanibfc.com/guideline-main/2579/details.html
http://www.labuanibfc.com/guideline-main/2579/details.html


Sharia Resolution on Labuan Islamic 
Trust  
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(a)   The vesting of property into a Labuan Islamic Trust (LIT) by a settlor to the LIT may be facilitated  by 
way of hibah or hadiah. 
 

(b)   Upon vesting of the property by the settlor to the LIT, the legal ownership of the property must be 
transferred to the trust and be disclosed in the trust deed. 
 

(c)   Where the LIT satisfies the following conditions, Faraidh in regards to the distribution of the 
settlor’s property, upon the demise of the settlor, is inapplicable and irrelevant on the vested property 
in the LIT. 
 

 (i)   The vesting has been made immediate and irrevocable. 
 

 (ii)   The vesting has been made without any reserve power of the settlor. 
 

 (iii)   The vesting of ownership of the property through the trust instrument is absolute. 
 

(d)   In relation to paragraph (c), where the settlor is one of the trustees and a manager of the trust 
property under the LIT, Faraidh remains inapplicable and irrelevant. 
 

(e)   Where the settlor is one of the beneficiaries in the LIT, Faraidh would be applicable and relevant 
on the portion of the property that the settlor is entitled to. 
 



Labuan Islamic Foundations   
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Governing Legislation 
• Labuan Foundations Act 2010 
• Labuan Financial Services and Securities Act 2010 
• Labuan Islamic Financial Services and Securities Act 2010 
 
Related Guidelines and Directives 
• Guidelines on the Establishment of Labuan Foundation Including Islamic Foundation 
• Guidelines on the Establishment of Labuan International Waqf Foundation 
 

 Established under Section 107 of the LIFSSA and all the provisions of the LFA 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 Sharia principles. 

 

 The officer of a Labuan Islamic foundation is required to appoint or consult a Sharia adviser to 
advise on matters relating to the operations of the Islamic foundation to ensure its compliance with 
Sharia principles. 

 

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

 

 The endowment of property(ies) into the Labuan Islamic foundation can be done through hibah or 
hadiah. 

 



Sharia Resolution on Labuan Islamic 
Foundations 
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(a)   The endowment of assets by a founder into a LIF may be facilitated by way of hibah or hadiah. This 
endowment must be done during the founder’s lifetime. 
 

(b)   Where the endowment of the assets into the LIF satisfies the following conditions, Faraidh, upon 
the demise of the founder, is not applicable and relevant on the endowed assets in the LIF. 
 
 (i)   The endowment has been made immediately and irrevocably; 
 
 (ii)   The endowment has been made without any reserve power of the founder; 
 
 (iii)   The transfer of the ownership of the assets is absolute; and 
 
 (iv)   The transfer has been accepted by the LIF. 
 

(c)   Paragraph (b) would still be applicable where the founder manages the assets and receives 
remuneration for such management in the LIF. 
 

(d)   Where the founder is one of the beneficiaries in the LIF, Faraidh would be applicable and relevant 
on the portion of the assets that the founder is entitled to. 
 



 
 
3. Economic and Societal Development 
 
 



Real Economy   
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“The part of the economy that is concerned with actually 
producing goods and services, as opposed to the part of the 
economy that is concerned with buying and selling on the 

financial markets.” 
 



The Need to Invest in Real Economy   
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WHY? 
 
 
 
 
 



VIDEO 

27 



Islamic Finance Stabalises Economy    
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 Financial assets grow in step with growth in real economic activities. 
 

 Potential for excessive speculation is reduced. 
 

 Social and ethical responsibilities are embedded in the investment activities. 
 

 Maintaining genuine liquidity adds to the stability of the financial service 
institutions. 

 

 Natural economic growth is sustained. 
 



Sharia-Compliant Funding    
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Funding Sources 

 
Sharia-Compliant Financing Products/Instruments 
 

Islamic Bank Islamic banking/financing facilities 
 

Islamic Capital Market - Sukuk; 
- Issuance of Sharia-compliant securities 
- Shariah-complaint investment funds 

 



Sharia-Compliant Funding for 
Economic & Societal Development   
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Islamic 
Financing 
Contracts 
 

 
Transaction Arrangement 

Murabaha Trade with markup or cost-plus sale. The purchase of an asset is financed for a profit 
margin, with the asset purchased on behalf of client and resold at a pre-determined price. 
Payment could be in lump sum or in installments and ownership of the asset remains with 
financier until full payments are made. 
 

Ijara Operational or financial leasing contracts.  Financier purchases asset on behalf of client 
and allows usage of asset for a fixed rental payment. Ownership of the asset remains with 
the financier but may gradually transfer to the client who eventually becomes the owner. 
 

Mudharaba Trustee financing contract.  One party contributes capital while the other contributes 
effort or expertise. Profits are shared according to a predetermined ratio and the investor 
is not guaranteed a return and bears any financial loss. 
 

Musharaka Equity participation contract.  Different parties contribute capital and profits are shared 
according to a pre-determined ratio, not necessarily in relation to contributions, but losses 
are shared in proportion to capital contributions. The equity partners share and control 
how the investment is managed and each partner is liable for the actions of the others. 
 



Sharia-Compliant Funding for Economic & 
Societal Development (cont’d)  
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Islamic Financing 
Contracts 
 

 
Transaction Arrangement 

Sales Contracts (i) “Deferred-Payment Sale (Bay’Mu’ajjal)” ; and (ii) “Deferred-Delivery Sale 
(Bay’Salam)” contracts, in addition to spot sales, are used for conducting credit 
sales.  In a deferred-payment sale, delivery of the product is taken on the spot, but 
delivery of the payment is delayed for an agreed period.  Payment can be made in a 
lump sum or in installments, provided there is no extra charge for the delay.  A 
deferred-delivery sale is similar to a forward contract where delivery of the product is 
in the future in exchange for payment on the spot market.  
 

Sukuk Certificates of Ownership. Sukuk are certificates of equal value representing 
undivided shares in ownership of tangible assets, usufruct and services, or (in the 
ownership of) the assets of particular projects. The returns on the certificates are 
directly linked to the returns generated by the underlying assets. 
 

Note:  
The basic contracts are the building blocks for developing a wide array of more complex Islamic 
financial instruments.  



 
 
 
4. Wealth Distribution and Creating Legacy                         
 
 
 



Definition of Waqf   
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“Waqf means to stop, contain, or to preserve.  In Sharia, a 
Waqf is a voluntary, permanent, irrevocable dedication of a 

portion of ones wealth – in cash or kind- to Allah.  Once a 
Waqf, it never gets gifted, inherited, or sold.  It belongs to 

Allah and the corpus of the Waqf always remains intact.  The 
fruits of the Waqf may be utilized for Sharia-compliant 

purpose.” 
 



Components of Waqf    
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A person who endows his property or cash to charitable purposes. 
 
 

 
The way in which a Waqif states his/her asset or fund as Waqf. 
 
 

 
Persons who are or areas which are the purpose of Waqf. In other word, those 
people of areas entitled to benefit from return of Waqf. 
 

 
Assets or fund which are endowed as Waqf in charitable purposes and so on. 
 

 
A person or institution who is assigned as legal custodianship over Mawquf which 
is not belonging to him in order to follow endowment same as Waqf Contract. 
 

 
Waqif 

 

 
Waqf 

Contract 

 
 

Mawquf 
'alaih 

 
 

Mawquf 

 
 
 

Mutawalli 

 
 



Key Restrictions of Waqf 
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IRREVOCABLE:  This means that a Waqf is irrevocable once a founder 
declares his property as Waqf, and his/her heirs cannot change its status. 

PERPETUAL: Once the Waqf is created it must be perpetual, in order to 
ensure regular and continual support towards the beneficiaries and the 
society at large. 

INALIENABILITY of Waqf once it is created. No one can ever become the 
owner to alienate it and that Waqf property is thus in nature, like a ‘frozen 
asset’.   It cannot be the subject of any sale, disposition, mortgage, gift, 
inheritance, or any alienation whatsoever. 



Stipulations for the Creation of Waqf   
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 Ten Stipulations for the creation of Waqf: - 
 

1. “Ziyadah” (Increase) and “Nuqsan” (Decrease) 

2. “Idkal” (Addition) and “Ikhraj” (Removal) 

3. “I’ta’” (Granting) and “Hirman” (Dispossession) 

4. “Taghyir” (Replacement) and “Tabdil” (Conversion) 

5. “Istibdal” (Substitution) and “Ibdal” (Exchange) 

Beneficiaries 

Waqf Assets 



Categorisation of Waqf   
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Permanent Temporary 

Timing 

Waqf 

Moveable Immoveable 

Object 

Legitimacy 

Legitimate Illegitimate 

Beneficiaries 

Family Public Mushtarak 

Benefit 

Usage Type 

Intifa' 



Categorisation of Waqf (cont’d)   
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It is generally accepted that the timing of Waqf must be "Permanent". 

However some jurisprudents believe that it could be "Temporary" in 

accordance to the Waqif view, which is called Habs.  
 

In terms of the legitimacy of Waqf, it could be "Legitimate"-adjusting with 

religious respect- or "Illegitimate".  

 
 

In terms of the beneficiary of Waqf, it could be divided into "Family" 

(specific purpose), "Public" (charitable purpose) and "Mushtarak"(consists 

of both purposes).  
 

In terms of the usage type of Waqf, it could be categorized to "Intifa'" such 

as establishing a school on personal land and "Benefit" whose purpose is 

making profit.  
 

In terms of the object of Waqf, generally it could be "Moveable" or 

"Immoveable”. 

 
 

 
Timing 

 

 
Legitimacy 

 

 
Beneficiaries 

 

 
Usage Type 

 
 
 

Object 
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Incorporating Waqf using Internationally 
Recognized Foundation Laws 
  

 Waqf can be incorporated under foundation structure 
 

• Waqf has a legal personality similar to a foundation. 
 

 Distinct advantages of incorporating Waqf using foundation laws 
 

• Gives founder (Waqif) a structure with legal certainty for the proper control and 
management of his Waqf in accordance with his wishes following Sharia principles 
on Waqf. 
 

• Allows Waqif flexibility and exclusive control over how to structure and wisely 
manage his Waqf foundation, distribute its benefits and preserve the assets for long-
term period. 

 

 Labuan IBFC is the first international business and financial center to create a Waqf 
using its foundation act. 
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Labuan International Waqf 
Foundation (“LIWF”) 

 Hold and manage Waqf properties for identified beneficiaries based on Sharia principles 
on Waqf. 

 

 Can be utilised for private Islamic wealth management, charitable purposes and to 
promote financial inclusion. 

 

 Can be established under Section 107 of Labuan Islamic Financial Services and Securities 
Act 2010. 

 

 All provisions of Labuan Foundations Act 2010 shall apply to LIWF unless otherwise 
provided. 

 



 
LIWF can be Established for Different 
Waqfs 
 

 
 
 

• Waqf income reserved for 
family and goes to 
charitable purpose when 
none of family members 
exist 

• Waqf income shared 
between family members 
and charitable purpose 

 

• Waqf income for 
charitable purpose 

 

• Waqf income retained by 
founder and goes to 
charitable purpose after his 
death 

Self 
dedicated 

Waqf (Waqf 
‘Ala Nafs) 

Charitable 
Waqf (Waqf 

Khayri) 

Family 
Waqf (Waqf 

Ahli) 

Joint Waqf 
(Waqf 

Mushtarak) 

Recipient of charitable purpose defined by founder and endorsed by Sharia Adviser 
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LIWF has Unique Characteristics 
 

 Endowment of property executed by way of Waqf. 
 

 Waqf property preserved by foundation while only income of Waqf property distributed 
to beneficiaries. 

 

 Waqf foundation act as Trustee (Nazir/Mutawalli). 
 

 Waqf foundation shall have clearly executed legal transfer of ownership of property 
from founder to Waqf foundation. 

 

 Duration can be perpetual or time-bound. 
 

 Aims, operations and management of LIWF shall be in compliance with Shariah 
principles including Shariah principles on waqf. 

 



43 

LIWF Structure 

43 

LABUAN INTERNATIONAL WAQF FOUNDATION 

Founder 
(Waqif) 

LIWF (acts as Trustee/ 
Nazir/Mutawalli) 

 

Charter (Waqfiyyah) 
Sharia Adviser 
Supervisory person 
Council 
Officer  
Secretary 

Endow 
assets 
through 
Waqf 

Distribution 
of income/ 

usufruct 

Beneficiaries 

Governance and 

management of Waqf 

foundation and assets 

Governed by Sharia principles on Waqf 
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LIWF Waqfiyyah (Charter) 

 Set out the Waqf that has been made, its purpose and terms & conditions governing its 
use and management. 

 

 Regulate and administer LIWF in accordance with Sharia principles and Sharia principles 
on Waqf. 

 

 State conditions of founder (Waqif) 
 

• Waqif has right to make Waqf subject to all conditions in accordance with Sharia 
principles. 

 

• Waqif’s conditions shall be as enforceable as Sharia conditions. 
 

 Specify that Waqf foundation has fiduciary duty to exercise highest care and loyalty in: 
 

• Preserving, protecting and developing Waqf property, maximizing its benefits for 
beneficiaries and honouring Waqif’s conditions. 
 

• Discharging its responsibilities in accordance with Waqfiyyah and provisions of law. 
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LIWF Waqfiyyah (Charter) (cont’d) 

 Specify successors upon death of beneficiaries in family Waqf or joint Waqf 
 

• If no successors identified – specify that Waqf benefits shall be distributed to 
charitable purposes as agreed by Sharia adviser. 

 

 Specify that upon death of founder, no amendments allowed to be made to Waqfiyyah, 
beneficiaries and distribution of income to beneficiaries chosen by founder. 

 

 If change in distribution of Waqf income required in future, the proposed alternative 
distribution rules must be defined in Waqfiyyah by the founder. 

 

• Founder can divert Waqf income to another beneficiary when initial beneficiary 
identified by founder is already capable of sustaining its financial needs. 

 

 If Waqf foundation dissolved and no beneficiary identified to receive remaining Waqf 
property, charter shall specify the remaining properties be distributed to charitable 
purposes. 
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LIWF - Waqf Property (Mawquf) 
 

 Property endowed into LIWF shall be Sharia-compliant properties. 
 

 Waqf property shall be known. 
 

 LIWF shall be owner of property. 
 

 Waqf property shall be in accordance with Sharia principles on Waqf: 
• real estate together with permanent furniture and fittings; 
• movable assets; 
• money/cash; 
• shares and sukuk; 
• rights that can generate income (e.g intellectual property rights); or 
• other properties accepted by Sharia for Waqf. 

 

 Subsequent to endowment, Waqf assets shall be managed, developed and invested in 
accordance with Sharia principles and Shariah principles on Waqf. 

 

 If certain Waqf property becomes non-Sharia compliant after the establishment of 
Waqf, trustee is required to dispose non-Sharia compliant property within a period of 
not more than three years. 
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LIWF - Governance and Management  

 Ensure persons involved, directly or indirectly, are those with sufficient level of 
competency, integrity and credibility. 

 

  Governed by  satisfactory code of ethical conduct 
• Act in good faith, prudence and highest standard of care and loyalty. 
• Best interest of founder and beneficiaries. 
• Maintain independence and objectivity. 
• Avoid conflict of interests. 

 

 Include supervisory person -  natural person as protector or guardian of Waqf 
foundation. 

 

 Clearly defined roles and responsibilities to ensure accountability, avoid overlaps and 
ensure efficiency. 

 

 Clearly defined succession procedure. 
 

 Appoint approved auditor. 
 

  Appoint Sharia Adviser to ensure Sharia compliance and conduct internal Sharia audit 
annually. 
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LIWF - Investment of Waqf Property 
 

 Ensure investment of Waqf properties comply with Sharia principles, Sharia principles 
on Waqf and conditions of founder. 

 

 Investment strategy to be suited to type of Waqf, can actualise benefits intended by 
founder and ensure perpetuity of Waqf and its benefits to beneficiaries. 

 

 Determine appropriate level of risk tolerance, monitor and manage risks to safeguard 
Waqf properties and interests of beneficiaries. 

 

 Waqf properties not to be sold, mortgaged, given away as a gift or inherited. 
• If substitution (Istibdal) necessary or beneficial, LIWF to obtain approval of Sharia 

adviser. 
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Faraidh Application on LIWF 
 

 Upon death of founder, Faraidh is not applicable on endowed properties in LIWF 
provided endowment of Waqf property into LIWF satisfies the following conditions: 
• Endowment must be done during the founder’s lifetime; 
• Endowment made immediately and irrevocably; 
• Endowment made without any reserve power of the founder; 
• Transfer of ownership of property is absolute; and 
• Transfer has been accepted by LIWF. 

 

 The above would still be applicable where founder manages Waqf property and receives 
remuneration for such management. 

 

 Where founder is one of the beneficiaries in LIWF, Faraidh would be applicable on the 
portion of Waqf income that founder is entitled to. 

 



 
 
 
 
5. Why Labuan IBFC for Islamic Wealth 
             Management? 
                         
 
 
 



Labuan IBFC’s Islamic Infrastructure 

Labuan’s Islamic 
infrastructure  

Double tax treaties 
– More than  
70 nations  

Shariah 
Supervisory  

council 

Talent 
pool  

Service providers  
- lawyers 

-  accountants  
- trust co’s  

Islamic Banks & 
Financial 

Institutions 

Labuan Islamic 
Financial Services & 

Securities Act  

Removed points  
of friction 

- tax, stamp duty 

One-stop  
regulator 

Clear laws & 
arbitration process 

Founding 
membership 
of IFSB, IIFM  



An Ecosystem of Solutions 

 

Services  
 

Structures 
 

 Banking 
 Insurance – risk management 
 Corporate secretarial 
 Legal 
 Administrative activities  
 Trusteeship 
 Accounting 
 

 Holding company 
 Trading company 
 Protected cell companies 
 Company limited by shares and 

guarantee 
 Limited partnership 
 Limited liability partnership 
 Trusts 
 Foundations 
 

 
 

- Available in conventional and Shariah-compliant forms; and 
- Marketing offices may be located in Kuala Lumpur or Iskandar Malaysia. 

 
 



Labuan IBFC 
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For Inquiries.. 

Aderi Adnan 
aderiadnan@libfc.com  
+603 2773 8985 

mailto:aderiadnan@libfc.com


Thank You 
This presentation should not be regarded as offering a complete explanation of the matters referred to and 

is subject to changes in law. It is not intended to be a substitute for detailed research or the exercise of 

professional judgment. Labuan IBFC cannot accept any responsibility for loss occasional to any person acting 

or refraining from action as a result of any material in this presentation. 



Q & A Session 
by 

Aderi Adnan 
Business Development Director Labuan IBFC Inc. 

 
and assisted by  

 
Che Jamaliah Abdul Thahir 

Head of Islamic Finance Unit ,  Labuan Financial Services Authority 


