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As Asia Pacific’s preferred international business and financial 
centre, Labuan International Business and Financial Centre 
(IBFC) presents investors an ideal balance of fiscal neutrality 
and certainty, in a middle shore jurisdiction located in the heart 
of Asia.  

Well supported by a robust, modern and internationally 
recognised legal framework, Labuan IBFC provides clear legal 
provisions and industry guidelines enforced by its regulator, 
Labuan Financial Services Authority (Labuan FSA).

Labuan IBFC is home to more than 200 licensed insurance 
related entities and boasts a substantial retrocession market. 
Aside from Reinsurance and Retakaful, Labuan IBFC also offers 
a wide range of risk management structures, such as captives 
and protected cell companies.

A ROBUST
INSURANCE
JURISDICTION



WHY LABUAN 
IBFC?
• It has one of the most competitive fiscal regimes in Asia 

• It boasts a modern suite of robust legislative provisions, refreshed in 2010

• It has been declared as a white-listed jurisdiction by the Organisation  
 of Economic and Co-operation and Development (OECD) and complies 
 to the international provisions on exchange of tax information  

• It has access to the Malaysian Double Taxation Network spanning  
 more than 70 countries

• It is strategically located in the heart of Asia Pacific, sharing its time  
 zone with many major Asian cities

• As part of Malaysia, Labuan is a member of the ASEAN trade bloc

• It is well regulated with Labuan Financial Services Authority as the  
 supervisory and regulatory authority

• It is home to the world’s first omnibus Islamic Finance legislation which  
 encompasses all requirements for Shariah-compliant financial services,  
 including takaful solutions

• It provides access to Malaysia’s domestic insurance market 

LABUAN IBFC’S FISCAL ATTRACTIVENESS:

• Low effective corporate tax rate of 3.0% or a maximum payment of 
 RM20,000 per annum

• Withholding tax exemption on payments made to non-residents on:

 - Dividends

 - Interests

 - Royalties

 - Technical fees

• No capital gains tax and wealth tax 

• No tax on distribution of profits and gains

• No Value Added Tax or Goods and Services Tax

• No stamp duty or import duty 

• No transfer pricing or thin-capitalisation rules

• No controlled foreign company rules

• 50% tax abatement for expatriate professionals and managers

• 100% exemption for director’s fees received by non-citizen directors

All the fiscal benefits listed above apply to insurance and insurance-related 
entities registered in Labuan IBFC.



Insurance and Reinsurance

A Labuan insurance business is a business transacted in a foreign country 
(i.e. not in Malaysia) and in a foreign currency. Labuan insurers may 
however offer reinsurance support to domestic Malaysian business if 
permitted by Labuan FSA.

Labuan insurance and reinsurance businesses allow coverage for a wide 
range of products; i.e. life, general, reinsurance and also other related 
functions such as insurance manager, underwriting manager and 
insurance broker.

Takaful and Retakaful

Malaysia is the pioneer in Islamic finance and is globally recognised as 
a key centre for Takaful and Retakaful businesses. The principal models 
commonly in use are:

(a) The Wakalah (agency) model; and

(b) The Mudharabah (profit sharing) model.

Other Shariah-compliant models may also be adopted as and when it is 
approved by Labuan FSA’s Shariah Supervisory Council.

Labuan offers various types of insurance and captive insurance opportunities 
which can be conducted via a Labuan company or a Protected Cell 
Company (PCC).  For those engaged in takaful and retakaful, captives and 
PCCs can be structured to adhere to Shariah principles. 

 

INSURANCE AND 
TAKAFUL 



CAPTIVES
A Labuan captive insurance business means a Labuan insurance business 
where the insured party is a related corporation or associate corporation 
of the Labuan insurer. Third party risks may also be insured provided it is 
approved by Labuan FSA.

A captive insurer may act as either a direct insurer or a reinsurer. The 
captive insurer may also underwrite property and casualty businesses as 
well as contingency coverage. Where a captive insurer wishes to 
underwrite life insurance, a separate company must be established. 
Captive insurers can access the reinsurance market at wholesale rates 
which would not otherwise be available.

A captive insurer may obtain reinsurance cover from any insurance 
company irrespective of whether or not it is licensed under the Labuan 
Financial Services and Securities Act, 2010.

Captives can be established under a conventional insurance structure or 
under a Takaful structure.

The general tax profile of a Labuan captive is depicted here:

Tax Profile:
•  Captive housed in Labuan can enjoy minimum tax under the Labuan Business 

Activity and Tax Act 1990
•  Captive to parent company - no withholding tax on dividends/interest/royalty 

payments
•    Liberal exchange control environment in Labuan
•    Access to benefits under Malaysia’s Double Taxation Agreement Network
•  No stamp duties
•  Premiums on insurance and reinsurance through Labuan IBFC should be 100% 

deductible
*  Fronting company may be required for certain Malaysian captives.
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A Labuan Protected Cell Company 
can be designed to conduct

•  Insurance business as it provides 
cover for uninsurable risks and affords 
companies a good deal of flexibility in 
managing risk portfolios.

•  Mutual Fund business as it allows for 
a wide range of diverse investments in a 
risk controlled environment.

A Protected Cell Company may operate 
in a conventional system or in accordance 
with Islamic principles, by ensuring Shariah 
compliance in all its dealings. 

As such Protected Cell Companies relating 
to Takaful, Islamic Captives and Islamic 
Funds, must ensure all Shariah principles 
relating to their business segments are 
adhered to as detailed in Labuan Islamic 
Financial Services and Securities Act 2010, 
the world’s only omnibus Islamic legislation

A Protected Cell Company is a limited 
company which has been separated into 
legally distinct cells, allowing the assets and 
liabilities of individual cells to be separated 
from one another. 

This flexible structure allows each cell to own 
part of the company’s overall share capital 
whilst at the same time maintaining sole 
ownership of its own distinct cell. 

Legally, each Protected Cell Company is deemed 
a single entity. Thus, should any individual cell 
become insolvent, this won’t affect the business 
as a whole or any other cells. 

Cells can be added when necessary without 
hassle and with minimum cost. Operation costs 
are also reduced overall, helping to maintain a 
healthy cash flow.

A Protected Cell Company 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.



CAPTIVES

TRAITS OF A CAPTIVE

•  Self-Insurance as it insures its 
owner and affiliated companies

• A form of ‘In-House’ Insurance

•  Ability to write Third Party 
Risks Depending on Governing 
Legislations

WHY FORM A CAPTIVE?

•  Reduction and stabilisation of 
premiums paid

• To insure otherwise ‘uninsurable’ risk 

•  To control the entity’s own 
insurance programme which 
in turn will create stability of 
premiums paid 

•  Creates direct access to the 
reinsurance markets

• Potential tax benefits

•  Consolidation of deductibles 
across the Group of companies 

•  Reducing dependence on 
commercial insurers 

•  Insulating the Group from 
insurance market cycles

TYPES OF CAPTIVES IN 
LABUAN IBFC

• Pure/single captive

• Group captives

• Association captives

• Rent-A-captive

• Cell captives

• Multi-owner captive



LABUAN IBFC INCORPORATED SDN BHD (817593D)
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TEL +6 03 2773 8977
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Labuan International Business and Financial Centre, Malaysia.

FOR MORE INFORMATION, LOG ON TO
www.LIBFC.com

Disclaimer
This document provides general information on 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 herein 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 document. Further, this 
document 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 advisors. In addition, this document is not directed to any person in 
any jurisdiction where (by reason of that person’s nationality, residence or otherwise) this publication or availability of any services offered within it, is prohibited and deemed unlawful. Please note that information contained herein is subject to change without prior notice.


