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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.
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 also boasts Asia’s widest range of business and
investment structures for cross border transactions, business
dealings and wealth management needs.
These unique qualities offer sound options for regional businesses
going global or global businesses looking at penetrating Asia’s
burgeoning markets.

STRATEGICALLY LOCATED
Labuan IBFC, located in Malaysia lies in the heart of the Asia
Pacific region, sharing a common time zone with many major
Asian cities, complementing the financial centres of Hong Kong,
Singapore and Shanghai.
Malaysia is a member of the ASEAN trade bloc. As such, Labuan
IBFC provides an ideal business environment for companies
looking to tap into one of the fastest growing regions in the world.

A COMPREHENSIVE FINANCIAL ECOSYSTEM
Labuan IBFC’s unambiguous tax framework coupled with the definition of a Labuan
business activity provides an ideal ecosystem for global companies to house their
international dealings and transactions.
Labuan IBFC offers an efficient fiscal regime encapsulated in a simple tax framework.
Under this framework, all Labuan entities which carry out a Labuan trading activity
are subject to the following tax rates:
3.0% on its audited net profits OR a flat rate of RM20,000 per annum
Labuan entities may select either annually.
Non-trading activities do not attract taxation.
Labuan IBFC registered companies are also not subject to
• withholding tax • capital gains tax • stamp duty • inheritance tax or indirect tax

What is a Labuan Business Activity?
A Labuan Trading or a Labuan non-trading activity, carried on in, from or through
Labuan in foreign currency (non-Malaysian Ringgit) by a Labuan entity with a
non-resident or with another Labuan entity.

Labuan IBFC is home to an ever expanding range of service
providers, intermediaries and advisors staffed by an English
speaking workforce with strong language and cultural ties with
the Asian region.

A Robust and Well-Regulated
Business Environment
As one of three Federal Territories in Malaysia, Labuan receives
strong administrative, financial and political support from
the Federal Government of Malaysia, which appreciates the
jurisdiction as an essential part of its complete financial offering.
Labuan FSA promotes a robust yet pragmatic regulatory
regime which adheres to international standards set by
global regulatory bodies. It is a member of seven multilateral
organisations, all focussed on the development and regulation
of financial centres globally.

Labuan IBFC also offers tax certainty with a wide network of Double Taxation
Agreements (DTAs) with access to Malaysia’s extensive double tax treaty network
which spans more than 70 countries.

Labuan IBFC is on the Organisation for Economic Cooperation
and Development (OECD) ‘white list’, meeting the international
standards on exchange of tax information. Labuan IBFC has
also passed scrutiny from the International Monetary Fund
in 2013.

No other international business and financial centre enjoys the benefits of a simple
tax framework AND the assurance of access to a wide network of Double Taxation
Agreements.

Labuan IBFC offers investors political and economic stability; a
safe and secure environment from which international business
and investment transactions can be made.

HOLDING
COMPANIES
The favourable investment and tax regime in Labuan IBFC coupled
with Malaysia’s DTAs and a modern approach to company law
make the jurisdiction an attractive location to hold investments.
The established banking and financial systems, modern
communication and infrastructure facilities complement its role as
a choice location for holding companies.
A Labuan holding company is not subject to tax under the Labuan
Business Activity and Tax Act 1990 (LBATA) on its investment
income arising from a Labuan non-trading activity.
There is no capital gains tax in Labuan IBFC. The tax position for
all Labuan entities and companies is enshrined in the LBATA.
Payments of dividends, interest, service fees and royalties by the
Labuan holding company to non-residents are also exempted from
Malaysian withholding tax.
A typical holding company structure, using a Labuan entity and
its tax profile is depicted here:
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Tax Profile:
• Income from investments is not subject to tax in Labuan IBFC
• Able to enjoy certain tax exemptions (e.g. no withholding tax on dividends/
interest/royalty payments from Labuan Holding Company to Foreign Company)
• Liberal exchange control environment in Labuan
• No stamp duties on instruments executed by Labuan Holding Company
• Access to benefits under Malaysia’s DTAs

TRADING
COMPANIES
The diverse ownership and activities of Labuan entities reflect the
significance and bear testimony to the attractiveness of Labuan as
an IBFC. In this respect, Labuan IBFC is committed to being the
jurisdiction of choice within Asia Pacific for setting up international
trading companies.
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Strategically situated in the Asia Pacific region, sharing a common
time zone with many large Asian cities and a member of the
ASEAN trade bloc, Labuan IBFC provides an ideal business
environment for trading companies.
Furthermore, Labuan trading companies may mitigate the risk of
creating a taxable business presence in other countries by virtue
of safeguards in the Permanent Establishment Article of Malaysia’s
DTAs.
A typical trading company structure, using a Labuan entity and
its tax profile is depicted here:
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Tax Profile:
• The Labuan entity can enjoy minimum tax under the LBATA
• Able to enjoy certain tax exemptions (e.g. no withholding tax on dividends/
interest/royalty payments from Labuan entity to Foreign Company)
• Liberal exchange control environment in Labuan
• Access to benefits under Malaysia’s DTAs, in particular Permanent Establishment
Protection

STRIKING
A BALANCE
COMPLIANCE WITH
INTERNATIONAL STANDARDS

CONFIDENTIALITY
• Separate and independent legal framwork to
Malaysia’s “onshore” environment

• Committed to OECD’s “white list” and international
standards of tax information sharing

• No disclosure of beneﬁciaries

• An extensive Double Taxation Agreement network

• Registration of trusts funds are not mandatory

VS

• A Common Law jurisdiction

• No “ﬁshing expeditions” entertained, only deals with
competent authorities

• Member of multilateral international agencies

• Audits only mandatory for licensed entities

• Know Your Client Rules in place

• Arbitration allowed
• Choice of legal system honoured

• Anti-Money Laundering provisions entrenched

A COMPLETE SUITE
OF SOLUTIONS

Labuan IBFC’s comprehensive legal framework, updated in 2010 provides for a wide range of legal entities such as companies limited by
shares or by guarantee, foundations, special purpose trusts, protected cell companies, captives, limited liability partnerships and private trust
companies.
As a leading Islamic financial centre, Labuan IBFC provides that each Labuan legal entity may have a Shariah-compliant version. Provisions
for Islamic entities are encapsulated in the Labuan Islamic Financial Services and Securities Act 2010, the world’s first omnibus legislation
governing all Shariah-compliant business of an international business and financial centre.

Wide Choices of Labuan Entities
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FOR AN IDEAL GATEWAY EITHER INTO OR FROM ASIA’S BURGEONING ECONOMIES, CONSIDER LABUAN IBFC AS
YOUR LEGITIMATE BONA FIDE JURISDICTION OF SUBSTANCE.
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Labuan International Business and Financial Centre, Malaysia.

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.

