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Labuan banking business means the 
business of providing credit facilities and 
receiving deposits, investment banking 
services, Islamic banking business, 
building credit business, credit token, 
development fi nance business, leasing 
business or such other activities as 
approved by Labuan FSA. It is governed 
by the Labuan Financial Services and 
Securities Act 2010.

Labuan banks licensed to operate 
in Labuan can conduct transactions 
with Malaysian residents and have 
the option of operating a marketing 
offi ce in mainland Malaysia. From 2010 
onwards, Labuan banking institutions 
that meet the predetermined criteria had 
been accorded fl exibility to co-locate 
onshore. 
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Labuan insurance business means 
insurance business transacted in foreign 
currency, and includes life, general, 
reinsurance, captive insurance, insurance 
manager, underwriting manager and 
insurance broking, but does not include 
domestic insurance business.  

Labuan insurers may carry on reinsurance 
of domestic insurance business, in  
Malaysian currency and such other 
business as may be specifi ed by the 
Labuan FSA.  The activities are governed 
by the Labuan Financial Services and 
Securities Act 2010. 
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Labuan IBFC offers a comprehensive 
array of services ranging from investment 
banking, fi nancial and investment 
advisory services, trusteeship, custodian, 
administration of estates to a broad 
range of professional services including 
fi duciary services related to management 
of wealth.  The Labuan Trusts Act 1996
and Labuan Foundations Act 2010 accords 
the establishment of a wide diversity of 
structures that takes the form of trusts 
or foundations for the management of 
approved Malaysian and international 
assets, including the Labuan Special 
Trusts and Foundations.
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A foundation is an entity established for 
the purpose of holding of assets with 
the objective of managing the assets 
for the benefi t of a class of person on 
contractual basis. It has a separate legal 
entity from its managers and is typically 
used for private wealth management and 
charitable purposes.

The introduction of Labuan Foundations 
Act 2010 represented a signifi cant effort 
to further diversify the structures offered 
in Labuan IBFC to global investors. This 
would enable investors from civil law 
countries to enjoy the benefi ts offered in 
Labuan IBFC by using foundations as a 
viable alternative to Trusts.
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The wide range of Islamic fi nancial 
products and services available in 
Labuan IBFC includes Islamic banking, 
Islamic capital market, Islamic insurance 
(takaful), Islamic reinsurance (retakaful), 
Islamic funds, waqf and Islamic trusts 
administration. The products and services 
are offered under various Shariah-
compliant schemes by Islamic fi nancial 
institutions in Labuan.

The Labuan Islamic Financial Services 
and Securities Act 2010 streamlines 
procedures and requirements for all 
Shariah-related activities in Labuan 
IBFC with Labuan FSA as the licensing 
authority.
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Any person is allowed to establish 
companies in Labuan IBFC to undertake 
business in non-ringgit with non-
residents or residents in accordance 
with the provisions of the Labuan 
Companies Act 1990. The Act provides 
for the incorporation, registration and 
administration of Labuan companies.
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Leasing is the business of letting or sub-
letting property on hire for the use of 
such property by the hirer, regardless 
whether the letting is with or without an 
option to purchase the property, or such 
business as approved by the Labuan 
FSA.  The business is governed under the 
Labuan Financial Services and Securities 
Act 2010.
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Labuan International Financial Exchange 
(LFX) is a one-stop fi nancial exchange 
offering full services from the submission 
of application to approval, listing, trading 
and settlement of the instruments 
listed. 

The LFX provides unlimited opportunities 
for global investors and companies by 
providing an effi cient and cost-effective 
access to the capital market as well as 
the listing of both conventional and 
Islamic instruments. 
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MISSION STATEMENT

Labuan FSA shall act as a one 
stop agency to realise the 
Government’s vision to develop 
Labuan as a premier IBFC by 
ensuring the highest level of 
integrity, commitment and 
professionalism.
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CHAIRMAN S STATEMENT

WITH THE FASTER ECONOMIC REBOUND EXPECTED IN ASIA, AND ITS 
PROMISING PROSPECT GOING FORWARD, LABUAN’S CENTRAL POSITION 
IN ASIA HAS ENHANCED ITS ROLE AS A GATEWAY FOR THE BUSINESS 
OPPORTUNITIES EMERGING FROM THIS RAPIDLY EXPANDING REGION.

THE LABUAN FSA HAS TAKEN A STRATEGIC STEP IN NAVIGATING LABUAN 
IBFC INTO NEW HORIZONS TO CAPITALISE ON THE VAST OPPORTUNITIES 
EMERGING FROM THE ASIA PACIFIC REGION.

LABUAN FSA ANNUAL REPORT 2009
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The recovery of the global economy benefi tting 
signifi cantly from the massive stimulus programs 
throughout the world is now gaining strength. In 
addition, fi nancial regulatory reforms are being proposed 
at the national and international level to strengthen the 
foundations of fi nancial stability and restore confi dence 
in the fi nancial markets. The reforms have focused in 
particular on strengthening the resilience of fi nancial 
intermediation, including in risk management, and in 
improving governance and transparency in the fi nancial 
markets.  

While not isolated from the global fi nancial turmoil, 
Asian fi nancial systems have remained resilient due 
to a combination of decade long fi nancial reforms and 
development of the fi nancial infrastructure, and the 
strong economic fundamentals prevailing in the region. 
With the faster economic rebound expected in Asia, and 
its promising prospect going forward, Labuan’s central 
position in Asia has enhanced its role as a gateway for 
the business opportunities emerging from this rapidly 
expanding region.
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For the Labuan International Business and 
Financial Centre (IBFC), 2009 was a year 
of steering through the waves of economic 
uncertainties and fi nancial storms to the 
shore of opportunities. The Labuan IBFC 
successfully weathered the economic 
downturn and the changing world fi nancial 
landscape, recording positive growth in all 
key business sectors throughout the year. 
This is complemented in the increased 
range of fi nancial products and services 
offered by Labuan IBFC. At the same time, 
Labuan IBFC has also demonstrated its 
ability to comply with global standards and 
best practices advocated by international 
standard setting bodies, particularly in 
the areas of strengthening supervision, 
and enhancing transparency as well as in 
the  exchange of information. Expeditious 
measures were taken to ensure compliance 
with international standards. This refl ects 
the fi rm commitment of the Labuan 
Financial Services Authority (Labuan FSA), 
(previously, Labuan Offshore Financial 
Services Authority, LOFSA) towards 
building a well regulated international 
business and fi nancial centre with robust 
regulatory and supervisory systems and 
practices.

A major milestone of 2009 is the 
legislative change governing the business 
and fi nancial industry in Labuan IBFC. The 
legislative review conducted was part of 
the modernisation of the legal framework 
to maintain international best practices 
and competitiveness of Labuan IBFC. 
With the enactment of the new laws, the 
Labuan FSA has taken a strategic step in 
navigating Labuan IBFC into new horizons 
to capitalise on the vast opportunities 
emerging from the Asia Pacifi c region. It 
has provided an enabling environment 
for product development that takes into 
account the changing requirements of 
the new economic environment.  Under 
the new legislation, protected cell 
companies, foundations, private trust 
companies, limited liability partnerships 
and special trust can be structured out 
of Labuan IBFC. The new regulatory 
framework also enhances the role and 
functions of Labuan FSA to regulate and 
supervise the fi nancial institutions and 
licensed entities operating from Labuan 
under a more robust, transparent and 
accountable framework. With the new 
laws fi rmly in place, Labuan IBFC is now 
better positioned to meet the challenges 
ahead to become a premier international 
business and fi nancial centre in the Asia 
Pacifi c.  
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Against the backdrop of challenging 
economic conditions, the Labuan IBFC 
has continued to record growth across 
the wide range of sectors particularly 
banking, insurance, leasing and Islamic 
fi nance. The number of companies 
registered in Labuan had increased by 
more than 8.0% in 2009 primarily from 
Asia Pacifi c and the Far East. This is in 
line with the strategic focus of making 
Labuan IBFC the preferred fi nancial 
centre for investors from countries in 
these regions. The international banking 
sector remained sound and stable and 
recorded an increased profi tability of 
16.6%.  Leasing activities maintained its 
strong growth momentum as the best 
performing sector with assets leased 
increasing by 23.9% to USD21.9 billion. 
With a growth rate of more than 8.0% in 
insurance premiums, the insurance sector 
surpassed the USD1.0 billion mark for the 
second consecutive year amidst the soft 
global insurance market. 

The continued expansion of the Islamic 
fi nance industry in 2009 reinforced 
the Labuan IBFC’s position to investors 
seeking Shariah-compliant investment 
instruments. The size of the Islamic 

private funds increased to USD3.2 billion, 
representing one-third of the total size of 
private funds in the Labuan IBFC, while 
the retakaful sector continued its trend of 
double digit annual growth. The landmark 
issuance of the USD1.5 billion Emas Dollar 
Sukuk by PETRONAS was listed on the 
Labuan International Financial Exchange. 
The Islamic fi nancial businesses in the 
Labuan IBFC complements onshore 
activities to enhance the role of Malaysia 
as the leading international Islamic 
fi nance hub.
   
The Labuan FSA successfully embarked on 
several development and policy initiatives 
as had been outlined in the 2009 Strategic 
Plan which has focused in particular on 
strengthening further the legislative and 
regulatory framework. As part of the 
national fi nancial sector liberalisation 
measures, Labuan holding companies were 
accorded the fl exibility of establishing 
their operational and management offi ces 
in Kuala Lumpur under the co-location 
policy. In January 2010, banks were also 
provided with a similar fl exibility while 
insurance companies would enjoy the 
same in 2011. 
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The Labuan FSA is committed to the 
implementation of the robust and effective 
regulation that has been put in place for the 
conduct of legitimate business. The Labuan 
FSA also maintains active participation in 
international standard-setting bodies including 
Offshore Group of Banking Supervisors, 
International Organisation of Securities 
Commissions and International Association 
of Insurance Supervisors. Amidst the rapidly 
evolving global economy and regulatory 
landscape, the Labuan FSA is determined to 
maintain its image as a reputable regulator 
committed to sound and prudent supervisory 
practices. The Labuan FSA continues to 
exercise vigilance in its Anti-Money Laundering/ 
Combating the Financing of Terrorism (AML/
CFT) efforts in tandem with the national 
agenda of strengthening the AML/CFT regime. 
This commitment is manifested in the on-going 
efforts carried out to safeguard Labuan IBFC’s 
standing as a “low risk” jurisdiction for money 
laundering. Concrete efforts have been taken, 
including regular monitoring to ensure that 
businesses are genuine and that anti-money 
laundering awareness campaigns have been 
conducted to promote greater understanding 
amongst fi nancial institutions on the AML/CFT 
measures. 

Looking to the year ahead, the fi nancial 
landscape is expected to experience further 

changes following the global fi nancial 
regulatory reforms and increased international 
scrutiny on the fi nancial services industry. As 
the authority responsible for the regulation, 
supervision and development of the business 
and fi nancial industry, the Labuan FSA will 
ensure that Labuan IBFC’s strong reputation as 
a well-regulated and robust IBFC is preserved. 
This will be achieved through several initiatives 
including ensuring the effective adoption 
of international standards, and enhancing 
disclosure and transparency standards in line 
with international best practices. Malaysia is 
in the “White List” issued by the Organization 
for Economic Co-operation and Development 
(OECD), refl ecting the country’s strong 
commitment in observing the international 
standards on transparency and exchange of 
information to curb illegal activities. 

With various reforms and developmental 
initiatives undertaken in 2009, the Labuan 
IBFC is well positioned to benefi t from the 
opportunities presented by the global economic 
recovery. The creation of the ASEAN Economic 
Community by 2015 aims to transform ASEAN 
into a single market, a region comprising of more 
than half a billion people with free movement of 
goods and services. In this regard, the Labuan 
IBFC is well positioned to further promote itself 
as a gateway for the ASEAN region.
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Zeti Akhtar Aziz
Chairman

27 April 2010

For the year ended 31 December 2009, the Labuan FSA 
recorded an operating income of RM23.7 million, while 
total reserves in 2009 amounting to RM29.3 million.

On behalf of the Members of the Authority, I would like to 
accord my appreciation to Members of the International 
Advisory Panel, the Shariah Supervisory Council, the 
Islamic Finance Committee and the industry for their 
continued contributions and commitment. I would also 
like to thank the management and the staff of Labuan 
FSA for their hard work. The record of the achievements 
in the pages that follow are a tribute to these efforts 
mentioned. 
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OBJECTIVES OF LABUAN FSA 

 

Labuan FSA was established to: 

• promote and develop Labuan as a premier centre of high repute for 

 international fi nancial products and services; and 

• develop national objectives, policies and priorities for the 

 systematic growth and administration of international fi nancial 

 products and services in Labuan, and to make recommendations 

 to the Government. 

In developing a vibrant and progressive IBFC in line with these 

objectives, Labuan FSA has embarked on a two-pronged strategy to:

• create an integrated international business and fi nancial centre 

 offering a wide range of international products and services, 

 including Islamic fi nance; and 

• provide a legal and supervisory framework conducive for the 

 development of a globally competitive international industry. 

The ultimate aim is for Labuan to be a vibrant and progressive IBFC 

providing international fi nancial products and services, including 

Islamic fi nance, under a conducive legal and supervisory framework 

that facilitates international business.

LABUAN FINANCIAL SERVICES 
AUTHORITY (LABUAN FSA) OR 
FORMERLY KNOWN AS LABUAN 
OFFSHORE FINANCIAL SERVICES 
AUTHORITY (LOFSA) WAS 
ESTABLISHED ON 15 FEBRUARY 
1996 UNDER SECTION 3 OF THE 
LABUAN OFFSHORE FINANCIAL 
SERVICES AUTHORITY ACT 1996 
(LOFSA ACT), NOW RENAMED 
AS THE LABUAN FINANCIAL 
SERVICES AUTHORITY ACT 1996. 
LABUAN FSA IS THE STATUTORY 
BODY RESPONSIBLE FOR THE 
DEVELOPMENT OF LABUAN 
INTERNATIONAL BUSINESS AND 
FINANCIAL CENTRE (IBFC).

LABUAN FSA ANNUAL REPORT 200918
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THE AUTHORITY AND ITS MEMBERS 

 

Labuan FSA is governed by a board known as the Authority. Its members are 

appointed by the Minister of Finance for a term not exceeding three years, after 

which they are eligible for reappointment. The current members comprise business 

leaders from the private sector as well as representatives from the Government 

and statutory bodies.

The roles and responsibilities of the Authority include setting the directions and 

policies relating to the conduct of business activities in the IBFC. The day-to-day 

administration of Labuan FSA is entrusted to the Director-General.

 

Members of the Authority are: 

• Tan Sri Dato’ Sri Dr. Zeti Akhtar Aziz, Chairman 

• Tan Sri Zarinah Anwar 

• Datuk Oh Chong Peng 

• Dato’ Mohammed Azlan Hashim 

• Dato’ Azmi Ariffi n 

• Dato’ Basiran Saban 

• Datuk Ali Abdul Kadir 

• Datuk Dr. A Manaf Hussin 

• Dato’ Azizan Abdul Rahman, Director-General 

LABUAN FSA ANNUAL REPORT 2009 19
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STANDING FROM LEFT:

DATO’ MOHAMMED AZLAN HASHIM

DATUK ALI ABDUL KADIR

TAN SRI ZARINAH ANWAR

DATUK OH CHONG PENG

MEMBERS OF THE
AUTHORITY
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TAN SRI DATO’ SRI DR. ZETI AKHTAR AZIZ, CHAIRMAN

DATUK DR. A MANAF HUSSIN

DATO’ BASIRAN SABAN

DATO’ AZMI ARIFFIN

DATO’ AZIZAN ABDUL RAHMAN, DIRECTOR-GENERAL
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TAN SRI DATO’ SRI DR. ZETI AKHTAR AZIZ
Chairman

TAN SRI ZARINAH ANWAR

Dr. Zeti Akhtar Aziz has been with 
the Central Bank since 1985, 
in a career spanning several 
senior positions in monetary 
and fi nancial policies, and 
reserve management. Dr. Zeti 
presided over the formulation 
of the Financial Sector Master 
Plan, a 10-year road map for the 

development of the Malaysian fi nancial system. During her 
term as Governor, she also oversaw the transformation of the 
Malaysian fi nancial system, involving wide-ranging fi nancial 
reforms, the establishment of new fi nancial institutions, 
strengthening of the fi nancial markets and the transition to 
a managed fl oat of the Ringgit exchange rate. She is also 
involved in the international development of Islamic fi nance 
and in regional fi nancial cooperation.

In the area of Islamic fi nance, Dr. Zeti has been actively involved 
in its development both in the domestic and international arena. 
She chaired the Steering Committee for the establishment 
of the Islamic Financial Services Board (IFSB) and served as 
the IFSB Council Chairman for the 2007 term. Dr. Zeti was 
the Chairman of the task force on ‘Islamic Finance and Global 
Financial Stability’ that examines the intrinsic strengths and 
resilience of the Islamic fi nancial services and its potential in 
contributing to global fi nancial stability and system.  She was 
also the Chairman of the task force on Liquidity Management 
to enhance the effi ciency of Islamic fi nancial institutions in 
managing liquidity at both national and across borders.  She 
also plays a leading role to develop Malaysia as a centre for 
the origination, distribution and trading of Sukuks under the 
Malaysia International Islamic Financial Centre (MIFC) initiatives. 

In promoting regional integration initiatives, Dr. Zeti chaired 
the EMEAP Taskforce on “Regional Cooperation among Central 
Banks in Asia” to draw up the blueprint for future fi nancial 
cooperation in the region. She is also a member of the BIS 
Central Bank Governance Group since 2001. Dr. Zeti is also one 
of the founding members of the Asian Consultative Council for 
the BIS and is currently the Chairman of the Council.

Dr. Zeti had also served as a member of the United Nations 
General Assembly Commission of Experts on Reform of the 
International Monetary and Financial System, a high-level task 
force established to examine possible reform of the global 
fi nancial system.

Dr. Zeti received her Bachelor of Economics (Honours) from 
the University of Malaya and her Ph.D. from the University of 
Pennsylvania. 

DATUK OH CHONG PENG

Datuk Oh Chong Peng is an 
Authority member of Labuan 
Financial Services Authority 
since 1996.

He started his career with Coopers 
& Lybrand (now merged into 
Pricewaterhouse- Coopers) in 

London in 1969 and in Malaysia in 1971. He was a partner of 
Coopers & Lybrand Malaysia from 1974 until his retirement in 
1997. He is a Fellow of the Institute of Chartered Accountants, 
England and Wales. Datuk Oh was also a Council member (1981-
2002) of the Malaysian Institute of Certifi ed Public Accountants 
(MICPA), and also a past President (1994-1996).

Datuk Oh is the Chairman of Alliance Financial Group Berhad and 
also serves as a Non-Executive Director on the various boards 
of public listed companies such as British American Tobacco 
(Malaysia) Berhad, IJM Corporation Berhad, IJM Plantations 
Berhad, Malayan Flour Mills Berhad and Dialog Group Berhad. 
He is also a trustee of the UTAR Education Foundation. He was 
formerly a Government-appointed member of the Kuala Lumpur 
Stock Exchange (now known as Bursa Malaysia) and also the 
member of Malaysian Accounting Standards Board.

Tan Sri Zarinah is the Chairman of 
the Securities Commission (SC), 
Malaysia, a post she assumed on 
1 April 2006. She had served as 
Deputy Chief Executive of the SC 
and member of the Commission 
since 1 December 2001.

Tan Sri Zarinah is Vice Chairman 
of the Emerging Markets 

Committee of the International Organization of Securities 
Commissions (IOSCO). She was Chairman of the ASEAN Capital 
Markets Forum, a grouping of chairmen of ASEAN securities 
regulators, from 2006 – 2008.

Tan Sri Zarinah currently chairs the Malaysian Venture Capital 
Development Council (MVCDC) and the Capital Market 
Development Fund (CMDF). She is also a member of the 
Financial Reporting Foundation (FRF), Malaysia International 
Islamic Financial Centre (MIFC) and the Board of Directors of 
the Institute Integrity Malaysia (IIM) and the Asian Institute of 
Finance Malaysia (AIF).

Tan Sri Zarinah started her career in the Government Legal and 
Judicial service where she served in the courts as well as the 
Attorney-General’s Chambers. Tan Sri Zarinah subsequently 
spent 22 years with Shell and was Deputy Chairman of Shell 
Malaysia prior to joining the SC.

Tan Sri Zarinah graduated with an LLB (Hons) from the University 
of Malaya.
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DATO’ MOHAMMED AZLAN HASHIM

Dato’ Mohammed Azlan is 
Chairman of D & O Green 
Technologies Berhad, SILK 
Holdings Berhad, and Labuan 
IBFC Inc Sdn. Bhd.

He also serves as a board 
member of, amongst others, 
the Khazanah Nasional Berhad 

 and Scomi Group Berhad.

He has extensive experience in the corporate sector, 
including fi nancial services and investment. Positions 
that he has held include that of Chief Executive/Executive 
Director of Bumiputra Merchant Bankers Berhad, Group 
Managing Director of Amanah Capital Malaysia Berhad and 
Executive Chairman of Bursa Malaysia Berhad (formerly 
known as Kuala Lumpur Stock Exchange) Group.

Dato’ Azlan holds a Bachelor of Economics (Monash) and 
qualifi ed as a Chartered Accountant (Australia). He is a 
Fellow Member of the Institute of Chartered Accountants, 
Australia, Member of The Malaysian Institute of Accountants 
(MIA), Fellow Member of Malaysian Institute of Directors, 
Fellow Member of the Institute of Chartered Secretaries 
and Administrators and Honorary Member of The Institute 
of Internal Auditors, Malaysia.

Dato’ Azmi Ariffi n commenced 
his career with the Legal and 
Judicial Service on 1 October 
1987. He had served in various 
capacities, as Deputy Public 
Prosecutor with the Anti-
Corruption Agency from 1987 
– 1990, as Senior Magistrate 
in the Kuching Magistrates’ 

Court from 1990 – 1991, as Deputy Public Prosecutor with 
the Johor State Legal Advisor’s Offi ce from 1991 – 1994, as 
Research Offi cer with the High Court of Johor Bahru, from 
January – October 1994, as Deputy Public Prosecutor with 
the Kedah State Legal Advisor’s Offi ce, from 1994 – 2000 
and as Head of the Prosecution Unit with the Kelantan State 
Legal Advisor’s Offi ce, from 2000 – 2004.

Dato’ Azmi Ariffi n is the Chief Executive Offi cer of the 
Companies Commission of Malaysia (SSM) effective 16 April 
2009. Prior to this, he was the Head of the Commercial 
Crime Unit at the Attorney General’s Chambers, Putrajaya. 
He is a member of Financial Reporting Foundation and Audit 
Oversight Board.

Dato’ Azmi graduated with a LLB (Hons) degree from 
University of Malaya.

DATO’ AZMI ARIFFIN

Dato’ Basiran is the Chief 
Executive Offi cer of Labuan 
Corporation, a position he 
has held since December 
2006.

Prior to joining Labuan 
Corporation, Dato’ Basiran 
was the District Offi cer 

of Kinta, Perak. In a career with the Government that 
spanned over two decades, Dato’ Basiran had held 
various senior positions, including as Principal Assistant 
Director with the Public Services Department Malaysia, 
President of the Taiping Municipal Council, Perak, and 
District Offi cer of Kerian, Perak.

Dato’ Basiran holds a Bachelor of Arts (Hons) from the 
University of Malaya and a Masters in Development 
Administration from Michigan University, USA.

DATO’ BASIRAN SABAN

DATUK ALI ABDUL KADIR 

Datuk Ali Abdul Kadir is Fellow 

of the Institute of Chartered 

Accountants in England and 

Wales (ICAEW), MICPA and a 

member of MIA. He is also 

Honorary Fellow of the Institute 

of Chartered Secretaries and 

Administrators (UK) and 

Honorary Fellow of the Malaysian Institute of Directors.

He is the Chairman of the Financial Reporting Foundation, 

Yayasan Kadir & Fatimah and Yayasan Amal Bukit Bintang.  He 

is an Adjunct Professor with University of Malaya, Honorary 

Advisor to ICAEW Malaysia, member of the Audit Oversight 

Board and Advisory Panel of CCM Training Academy. He 

is also the Chairman of Microlink Solutions Berhad, Milux 

Corporation Berhad, Jobstreet Corporation Berhad, Privasia 

Technology Berhad, Mahkota Technology Sdn Bhd and sits 

on the Board of Glomac Berhad.



LABUAN FSA ANNUAL REPORT 200924

DATO’ AZIZAN ABDUL RAHMAN
Dato’ Azizan has been the Director-General of Labuan FSA since July 2005.

He is a Board Member and 

Chairman of the Audit Committee 

of Labuan Corporation. He 

serves as an Exco member of 

the Malaysia International Islamic 

Financial Centre and a board 

member of International Islamic 

Finance Market, which is based 

in Bahrain. He is also the Chairman of LABUANFSA Incorporated 

Sdn. Bhd. (formerly known as LOFSA Incorporated Sdn. 

Bhd.) and Pristine Era Sdn. Bhd. as well as a board member

of the Labuan IBFC Inc. Sdn. Bhd.

Prior to his appointment with Labuan FSA, he was the 

Director of Banking Supervision, Bank Negara Malaysia 

(BNM). He has been with BNM since 1979, where his 

career spanned several positions in the areas of fi nance, 

supervision and examination. During his early years with 

BNM, he was on attachment to PricewaterhouseCoopers 

and Standard Chartered Bank from 1979 to 1983 and 1986 

to 1987 respectively. While in BNM, he was a member of the 

boards and investment committees of several government 

bodies, including Pension Provident Fund and ERF Sdn. 

Bhd., besides being an Advisor to the Malaysian Accounting 

Standards Board.

Dato’ Azizan graduated with a Bachelor in Accounting 

(Hons.) from the University of Malaya, Malaysia and holds 

a Masters in Business Administration from the University of 

Queensland, Australia. He is a member of CPA (Australia) 

and a Chartered Accountant of the MIA.

DATUK DR. A MANAF HUSSIN

Datuk Dr. A Manaf is Deputy 
Under Secretary in the Loan 
Management, Financial Market 
and Actuary Division of the 
Ministry of Finance (MOF), 
where he is responsible 
for management policy of 
the Government Loan. He 

is a board member of Amanah Ikhtiar Malaysia, National 
Feedlot Corporation Sdn Bhd and alternate board member 
of National Savings Bank.

In a career with the Government that began in 1980, 
Datuk Dr. A Manaf had served with the Economic Planning 
Unit of the Prime Minister’s Department, Pahang State 
Economic Planning Unit and the MOF. He held senior 
positions in various units of the MOF, including the State 
Government Unit, Privatisation and Finance Minister Inc 
Unit and Capital Market Unit in the Loan Management 
and Financial Policy Division.

Datuk Dr. A Manaf holds a Masters in Business 
Administration (Finance) from Oklahoma City University, 
USA, and a Doctorate in Business Administration (Finance) 
from National University of Malaysia (UKM).

He was the Chairman of the Securities Commission of 

Malaysia and a member of a number of national committees 

including the Foreign Investment Committee, and the 

Oversight Committee of the National Asset Management 

Company (Danaharta). In the international arena, he was 

a member of the Executive Committee of the International 

Organization of Securities Commissions (IOSCO), Chairman of 

IOSCO’s Asia-Pacifi c Regional Committee, and of the Islamic 

Capital Market Task Force. Datuk Ali was also a Trustee 

of the Accounting and Auditing Organisation for Islamic 

Financial Institutions (AAOIFI). He was the Consultant to the 

Sri Lanka Securities and Exchange Commission in 2006 for 

their Capital Market Strategic Plan.

Datuk Ali was the Executive Chairman and Partner of Ernst & 

Young. He was also former President of MICPA, and chaired 

MICPA’s Executive Committee and Insolvency Practices 

Committee.

(Continued from Datuk Ali Abdul Kadir profi le)
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Labuan FSA has been entrusted with the following 
functions:

• To administer, enforce, carry out and give effect to 
 the provisions of the:

- Labuan Companies Act 1990
- Labuan Business Activity Tax Act 1990
- Labuan Trusts Act 1996
- Labuan Financial Services Authority Act 1996
- Labuan Financial Services and Securities 
 Act 2010
- Labuan Foundations Act 2010
- Labuan Islamic Financial Services and 
 Securities Act 2010
- Labuan Limited Partnerships and Limited 
 Liability Partnerships Act 2010
- Any other laws relating to business and 
 fi nancial services in Labuan

• To ensure that international fi nancial transactions are 
 conducted in accordance with the laws;

• To process applications for conducting business in 
 Labuan IBFC;

• To carry out research and commission studies to 
 deepen and widen the scope of international fi nancial 
 services in Labuan;

• To assist promotional programs and other activities to 
 enhance the development and growth of Labuan 
 IBFC;

• To make recommendations for the creation and 
 improvement of facilities to enhance the attraction 
 of Labuan as a centre for business and international 
 fi nancial services;

• To collaborate with Labuan fi nancial institutions 
 and industry associations in promoting and improving 
 business and fi nancial services; and

• To advise the Government generally on matters 
 relating to fi nancial services in Labuan IBFC. 

FUNCTIONS OF
LABUAN FSA
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Labuan FSA is a member of several international organisations that promote a high level of regulatory standard 
amongst offshore jurisdictions. These organisations are the:

a. Offshore Group of Banking Supervisors (OGBS);

OGBS was set up as a result of a mutual concern with supervision of banks and related fi nancial services primarily 
engaged in cross-border activities.

b. International Organization of Securities Commissions (IOSCO);

IOSCO is the worldwide association of national securities regulatory commissions. It is the preeminent forum for 
international cooperation among securities regulators.

c. Offshore Group of Insurance Supervisors (OGIS);

OGIS is an organisation consisting of insurance regulators and supervisors from offshore jurisdictions with the aim 
of promoting proper supervision of offshore business.

d. International Association of Insurance Supervisors (IAIS);

IAIS was established to represent insurance regulators and supervisors of 190 jurisdictions to promote fi nancial 
stability by working closely with fi nancial sector standard-setting bodies and international organisations.

e. Asia/Pacifi c Group on Money Laundering (APG);

The APG provides technical assistance and training with agencies and member countries to improve compliance 
with the Anti-Money Laundering and Combating the Financing of Terrorism (AML/CFT) standards. It also assesses 
APG’s members compliance with the global AML/CFT standard through mutual evaluation and conduct research 
into money laundering and terrorist fi nancing methods, trends, risks and vulnerabilities.

f. Islamic Financial Standards Board (IFSB); and

The IFSB serves as an international standard-setting body consisting of regulatory and supervisory agencies that 
have vested interest in ensuring the soundness and stability of the Islamic fi nancial services industry.

g. International Islamic Financial Market (IIFM).

The IIFM was founded with the collective efforts of the central banks and monetary agencies of Bahrain, Brunei, 
Indonesia, Malaysia, Sudan and the Islamic Development Bank based in Saudi Arabia, as a standard-setting body 
with the mandate to take part in the establishment, development, and promotion of Islamic capital and money 
market.
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ORGANISATION STRUCTURE

Labuan FSA is structured into six core areas, namely, the Legal and Supervision Division, Financial Services and 
Policies Division, Corporate Services and Communication Division, Corporate Planning and ICT Division, Audit and 
Risk Management Department and Islamic Business Management Unit. The structure enables Labuan FSA to effectively 
regulate and supervise the international fi nancial community in Labuan IBFC.
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The International Advisory Panel (IAP) is a consultative body that advises on 
the strategic direction of the IBFC relating to business and market development. 
The Authority appoints members of the IAP.

THE INTERNATIONAL
ADVISORY PANEL

DATO’ MOHAMMED AZLAN HASHIM 
Chairman

Dato’ Mohammed Azlan is an Authority member of Labuan 
FSA.  His profi le is provided on page 23.

DATO’ AHMAD JOHAN MOHAMMAD RASLAN

Dato’ Johan Raslan is the Executive Chairman of 

PricewaterhouseCoopers (PwC) Malaysia and has vast 

experience in business advisory services both in Malaysia 

and the United Kingdom.

Dato’ Johan is a Board member and Audit Committee 

Chairman of Putrajaya Corporation, a member of the Board 

of Kuala Lumpur Business Club and a member of the Board 

of Trustees of the Tun Suffi an Foundation. Dato’ Johan also 

currently chairs the Institute of Corporate Responsibility 

Malaysia (ICRM), a network of companies committed to 

advancing responsible business practices in Malaysia.

An Eisenhower Fellow, Dato’ Johan is Adjunct Professor of 

University of Malaya, Vice-President of Malaysian Institute 

of Certifi ed Public Accountants and Council Member of the 

Malaysian Institute of Accountants. He is a member of the 

Institute of Chartered Accountants in England and Wales, 

and is immediate past Chairman of the Financial Reporting 

Foundation.

Dato’ Johan is also a regular speaker on corporate governance, 

corporate reporting and corporate responsibility at local 

and international forums.

DATUK SERI PANGLIMA ANDREW L T SHENG

Datuk Seri Panglima Sheng is currently a member of the 

Governing Council for the International Centre for Education 

in Islamic Finance, a board member of the Qatar Financial 

Centre Regulatory Authority and Sime Darby Berhad. He 

is also Chief Advisor to the China Banking Regulatory 

Commission and Adjunct Professor of the University of 

Malaya, Malaysia, and Tsinghua University, Beijing.

He was the Chairman of the Hong Kong Securities and 

Futures Commission from 1998 to 2005. He was also the 

Chairman of the Technical Committee of the International 

Organisation of Securities Commissions from October 2003 

to September 2005.

ANTHONY NEOH, QC, SC 

Mr Anthony Neoh is a senior member of the Hong Kong 

Bar, active in civil appellate and international litigation and 

arbitration cases. He was Chief Advisor to the China Securities 

Regulatory Commission (CSRC) from September 1998 to 

June 2004 at the personal invitation of former Premier Zhu 

Rongji. He remains a member of the International Advisory 

Board of the CSRC.

He was Chairman of the Hong Kong Securities and Futures 

Commission from 1995 to 1998. He was the fi rst Asian to 

be elected Chairman of the Technical Committee of the 

International Organization of Securities Commissions (IOSCO) 

from 1996 to 1998. Prior to his appointment to the chair of 

the Hong Kong Securities and Futures Commission, he was in 

private legal practice, which he began in 1979 after 13 years 

in the Hong Kong Civil Service. His last appointment with 

the Hong Kong Government was as an Assistant Director of 

the Independent Commission Against Corruption.
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IQBAL KHAN 

Mr Iqbal Khan serves as the Chief Executive Offi cer of Fajr 

Capital. Previously, he was the founding CEO of HSBC 

Amanah. He built the business and team at HSBC over 

eight years, as one the fastest growing and most successful 

emerging businesses in the HSBC Group. Mr Khan was a 

member of the Boards of Directors of HSBC Bank Middle 

East, The Saudi British Bank, and HSBC Investment Bank 

(Saudi Arabia).

Mr Khan has been associated with the launch of leading 

Islamic fi nance institutions such as Meezan Bank, Citi 

Islamic Investment Bank, and IDB Infrastructure Fund, and 

has overseen a wide range of business lines, including 

retail banking, corporate fi nance advisory, treasury and risk 

management, wealth management, private banking, and 

private equity. He is active in a large number of Islamic 

fi nance institutions industry initiatives, serving as an advisor 

to Islamic fi nancial services initiatives of governments in the 

UK, the UAE, and Malaysia. Mr Khan has received a number 

of Industry commendations, including a special award from 

Euromoney in 2006 for his “Outstanding Contribution to 

Islamic Finance”.

Mr Neoh is appointed Arbitrator, China International 

Economic and Trade Arbitration Commission, Legal Advisor 

to the Shenzhen Municipal Government, and Senior 

Economic Advisor to the Fujian Provincial and Tianjin City 

Governments.

In private legal practice, Mr Neoh practiced trial and appellate 

advocacy in the Hong Kong Courts and until 1997, in the 

Privy Council in London. From 1984 to 1986, he was in active 

practice as a member of the California Bar, specialising in 

international fi nancial transactions,  including international 

investments and was briefl y associated with the fi rm of 

Pilsbury Madison & Sutro.

Mr Neoh was appointed Queen’s Counsel (now re-titled, 

Senior Counsel) in April 1990. A law graduate of London 

University, he was called to the English Bar by Gray’s Inn in 

1976. He was a Visiting Scholar at the Harvard Law School 

in 1990/91 and from September 2001 to May 2002, he was 

Visiting Professor from Practice at the Harvard Law School. 

He was awarded the Honorary Degree of Doctor of Laws 

by the Chinese University in 2003. In 2009, he was elected 

Honorary Fellow of the Hong Kong Institute of Securities 

and Academician of the International Eurasian Academy of 

Science.

FROM LEFT:

1. Dato’ Mohammed Azlan Hashim   2. Dato’ Ahmad Johan Mohammad Raslan

3. Datuk Seri Panglima Andrew L T Sheng    4.  Anthony Neoh, QC, SC    5.  Iqbal Khan

(Continued from Anthony Neoh, QC, SC profi le)
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DATUK GEORGE RATILAL 

MICHAEL  TROTH

Mr Michael Troth is a Vice-President and Managing Director 

for The Citigroup Private Bank’s Global Wealth Structuring 

Group, Asia Pacifi c and is based in Singapore.

Prior to joining The Citigroup Private Bank, he spent 13 

years with Jardine Matheson Trust Corporation, of which the 

last 10 years were in Asia where he was Managing Director 

of their Asian Trust Business.

Mr Troth obtained his Bachelor of Science degree from 

Manchester University, Institute of Science and Technology. 

He is an Associate of the Chartered Institute of Bankers and 

holds a Diploma in trust and estate practice. He is also a 

member of the Chartered Institute of Bankers, International 

Fiscal Association and a member of the Society of Trust and 

Estate Practitioners.

TAN SRI DATO’ MEGAT ZAHARUDDIN
MEGAT MOHD NOR 

Tan Sri Dato’ Megat Zaharuddin is a Chairman of several 

organisations including Malayan Banking Berhad and 

Malaysian Rubber Board. He also serves as a board member 

of International Centre for Leadership in Finance, Capital 

Market Development Fund and Woodside Petroleum Ltd.

He built an outstanding career in the oil and gas industry 

for 31 years with the Royal Dutch Shell Group of Companies 

and was the Regional Business Chief Executive Offi cer and 

Managing Director, Shell Exploration and Production B.V. 

prior to his retirement in early 2004. He was also Chairman 

of Maxis Communications Berhad from 2004 to 2007.

Tan Sri Dato’ Megat Zaharuddin graduated with a Bachelor 

of Science (Hons.) in Mining Engineering from Imperial 

College of Science & Technology, University of London.

ROBERT M TOMLIN 

Mr Robert M Tomlin is currently the Managing Director of 

Dane Court Pte Ltd. Currently he serves on the boards of 

SGX listed Olam International Ltd, an STI component stock, 

and of Mediacorp Pte Ltd. He is presently Chairman of 

the Singapore Repertory Theatre and of Design Singapore 

Council, a trustee of Singapore Management University, 

a director of Lasalle Foundation Ltd, and member of the 

Governing Board of the Yong Siew Toh Conservatory at 

NUS. He sits on the Advisory Committee of Catalist and the 

Singapore Second Board.

He was a Senior Advisor of UBS Investment Bank, Singapore 

(UBS). He joined UBS in March 2000, where he held 

successively the positions of Managing Director, Corporate 

Finance; Branch Manager and Country Head, and Vice 

Chairman Asia. He started his career in 1969 with London 

based Schroder Group, in London, New York and fi nally 

Singapore. He left the Group as CEO, South East Asia, in 

1999. He has over 23 years’ experience of working in Asia 

from Singapore.

Datuk George Ratilal is Vice President (Finance) of PETRONAS. 

He is a member of PETRONAS Management Committee 

and sits on the boards of several PETRONAS subsidiaries. 

Prior to joining PETRONAS in 2003, he was with a local 

Malaysian merchant bank for 18 years. During that time, 

he specialised in corporate fi nance where he advised on 

mergers and acquisitions, and the capital markets.

Currently, Datuk Ratilal also serves on the Boards of 

Cagamas Berhad, Cagamas Holdings Berhad, Capital Market 

Development Fund and Danajamin Nasional Berhad.

Datuk Ratilal holds an MBA from the University of Aston in 

Birmingham, United Kingdom.

THE INTERNATIONAL
ADVISORY PANEL
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BARON FREDERIK VAN TUYLL 

Baron Frederik is the Chief Executive Offi cer at Equity Trust. 

He has extensive background and career in international 

fi nancial and business planning, which spans more than 

20 years.

Joining Equity Trust in 1994, as part of the management 

buy-out team, he has seen the company expand, both 

organically and through acquisition, and has played a vital 

role in its development and success.

Before taking up his post as the CEO, Baron Frederik was the 

Deputy CEO of Equity Trust and the CEO of the company’s 

Asia Pacifi c region. He lived in Hong Kong for more than 

15 years.

Past positions include serving as a member of the Council 

of the Stock Exchange of Singapore, Chairman of the 

Merchant Bankers Association, director of PSA International 

Corporation, of Old Parliament House Ltd, and Chairman of 

SGX listed Global Yellow Pages.

A British citizen, he obtained his Bachelor of Arts degree 

in Modern Languages from Downing College, Cambridge in 

1966 and a Masters in Business Administration from Harvard 

University in 1973.

MARK LEA

Educated in England at Eton College, where he was President 

of the Eton Society, Mr Lea went on to qualify as a Solicitor 

in 1970 in the City of London. He joined the Merchant Bank, 

N. M. Rothschild & Sons Limited. Mr Lea became a Director 

of Rothschild’s Trust Companies and of its Guernsey Bank.

Mr Lea has acted as adviser to government and professional 

bodies on changes to trust and related laws in Hong Kong, 

Malaysia and Singapore where he is an Adjunct Professor of 

Law at the National University of Singapore.

He has vast experience on trust and taxation. He has served 

on committees of both the Hong Kong Trustees Association 

and the Society of Trust and Estate Practitioners (STEP) and 

as a member of the international editorial board of STEP.

From 1998 to 2007, Mark was also a member of the Inland 

Revenue Board of Review of Hong Kong, hearing tax appeals 

in respect of corporate and personal tax matters.

FROM LEFT:

6. Tan Sri Dato’ Megat Zaharuddin Megat Mohd Nor    7. Datuk George Ratilal 

8. Michael  Troth    9. Robert M Tomlin    10. Baron Frederik Van Tuyll    11. Mark Lea

(Continued from Robert M Tomlin profi le)



LABUAN FSA ANNUAL REPORT 200932

The Shariah Supervisory Council (SSC), comprising renowned Malaysian and 
international Islamic fi nance scholars, reviews the compatibility of proposed 
fi nancial instruments to Shariah requirements. It also advises Labuan FSA on the 
development of Islamic jurisprudence principles. The members of the SSC are 
appointed by the Authority.

DR. MOHD DAUD BAKAR
Chairman

PROFESSOR MADYA DR. AHMAD SHAHBARI @ SOBRI BIN SOLOMON 

Managing Director, Amanie Islamic Finance Consultancy and Education LLC (DIFC)
(DIFC), Amanie Business Solution Sdn. Bhd. (Kuala Lumpur)
Chief Executive / President of the International Institute of Islamic Finance and Amanie Business Solutions Sdn Bhd.
PhD. University of St Andrews, UK
Bachelor of Arts (Hons), University of Kuwait, Kuwait
Bachelor of Jurisprudence, University of Malaya, Malaysia

Dr. Mohd Daud is the present Chairman of the Shariah Advisory Council (SAC) of Bank Negara Malaysia and a member of 

the SAC of the Securities Commission of Malaysia. He was a former Associate Professor in Islamic Law and Deputy Rector at 

the International Islamic University Malaysia. He also serves as a member of the Shariah Board of Accounting and Auditing 

Organisation for Islamic Financial Institutions (AAOIFI), International Islamic Financial Market, Bahrain (IIFM), Dow Jones 

Islamic Market Index, Bank of London and Middle East, United Kingdom, Unicorn Investment Bank, Bahrain and BNP Paribas, 

Bahrain.

DATO’ DR. ABDUL HALIM ISMAIL 

Executive Director, BIMB Securities Sdn Bhd
PhD. in Economics, Oxford University, UK
Bachelor of Arts (Hons) in Economics, University of Malaya, Malaysia

Prior to holding his current post at BIMB Securities Sdn. Bhd., Dato’ Dr. Abdul Halim was the Managing Director of Bank Islam 

Malaysia Berhad until 1994. He is presently a Director of BIMB Holdings Berhad, a Chairman of BIMB Unit Trust Management 

Berhad, a Director of Institut Kefahaman Islam Malaysia (IKIM) and Sime Darby Berhad. He is also a member of SAC of Bank 

Negara Malaysia and Securities Commission of Malaysia.

Executive Chairman, Pusrawi Corporation Sdn Bhd
PhD. Modern Middle Eastern History, New York University, USA
M.A Economics, Fairlaigh Dickinson University, USA
B.A. Shariah, Al-Azhar University, Egypt

Dr. Ahmad Shahbari is a member of the Shariah Supervisory Council of Syarikat Takaful Malaysia Berhad, Bank Islam Malaysia 

Berhad and Syarikat Takaful Indonesia. Previously, he was a lecturer in the Department of Shariah, National University of 

Malaysia, and a lecturer in the Kulliyah of Economics and Kulliyyah of Law, International Islamic University Malaysia. He was 

also a member of the Islamic Religious Council of Selangor State for 25 years.

THE SHARIAH
SUPERVISORY COUNCIL
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DR. HUSSEIN HAMED HASSAN 

Chairman of Dubai Islamic Bank’s Fatwa & Shariah Supervision Board, UAE
PhD. Shariah, University of Al-Azhar, Egypt
M.A. Comparative Jurisprudence, University of New York, USA
B.A. Shariah, Al-Azhar University, Egypt

He sits on Shariah Advisory Board of numerous banks and regulatory bodies. He is presently a Chairman of Liquidity 

Management Centre of Bahrain, Shariah Supervision Board of Sharjah Islamic Bank and a Shariah Board Member of AAOIFI. 

He served as an advisor to the presidents of many Muslim countries. Previously, he was a professor of Shariah at University 

of Cairo for more than 40 years and is the author of numerous books on Islamic Law, Islamic Finance, Islamic Economics, 

Art and Social Studies.

FROM LEFT:

1. Dr. Mohd Daud Bakar   2. Dato’ Dr. Abdul Halim Ismail  3. Professor Madya Dr. Ahmad

Shahbari @ Sobri Bin Solomon   4. Dr. Hussein Hamed Hassan    5. Dr. Mohamed Ali Elgari   

6. Dr. Engku Rabiah Adawiah

DR. MOHAMED ALI ELGARI 

Professor of Islamic Economics, King Abdul Aziz University, Jeddah
PhD. Economics, University of California, USA

Dr. Mohamed Ali Elgari is a Professor of Islamic Economics at King Abdul Aziz University of Jeddah. He is a member of Shariah 

Supervisory Board of Al-Jazira Bank apart from being an advisor to several fi nancial institutions worldwide. He is also a 

member of the Islamic Fiqh Academy of Organisation of Islamic Conference (OIC), IIFM, AAOIFI, and Dow Jones Islamic Market 

Index. A prolifi c writer, he has authored several books in Islamic Finance and published articles on the subject both in Arabic 

and English.

DR. ENGKU RABIAH ADAWIAH

Associate Professor of Ahmad Ibrahim Kuliyyah of Laws, International Islamic University, Malaysia
PhD. in Law (Securities Regulation), University of Aberdeen, UK
Masters in Comparative Laws, International Islamic University, Malaysia
LLB & LLBS (1st Class Hons), International Islamic University, Malaysia

Dr. Engku Rabiah is an Associate Professor at Ahmad Ibrahim Kulliyah of Laws, International Islamic University Malaysia. 

She teaches both Shariah and civil law, particularly on the subjects of Company Law and Islamic Banking and Securities 

at both undergraduate and postgraduate level. She also serves as a member of Shariah advisor and consultant to several 

fi nancial institutions and legal fi rms. Currently, she is a member of the SAC of Bank Negara Malaysia, a member of Shariah 

Committee of Labuan Re and an independent Shariah Advisor for Islamic securities issuance, approved by and registered 

with the Malaysian Securities Commission. In addition, she is also a member of the investigation tribunal for the Malaysia 

Bar Council.
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ISKANDAR MOHD NULI

SABARUDDIN ISMAIL
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MOHD RIZLAN MOKHTAR
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DATO’ AZIZAN ABDUL RAHMAN
Director-General

Dato’ Azizan is an Authority member of Labuan FSA.  His 
profi le is provided on page 24.

DANIAL MAH ABDULLAH
Deputy Director-General

Chartered Accountant of the Malaysian Institute of Accountants
Masters in Business Administration, Manchester Business School, UK
Bachelor of Accounting (Hons), University of Malaya, Malaysia

Mr Danial oversees three divisions, namely Financial 
Services and Policies, Corporate Planning and ICT, 
and Corporate Services and Communication. He also 
spearheads the Islamic Business Management Unit, which 
is responsible for the development, including policies 
formulation of Islamic fi nancial business in Labuan IBFC.

He is Chairman of the Policy Committee, Credit Risk, 
Investment and Risk Management Committee and Asset 
Management Committee of Labuan FSA. He also acts as 
the Secretary to the Authority of Labuan FSA. Danial is a 
member of the Executive Committee of the International 
Islamic Financial Market (IIFM), alternate Board Member of 
the IIFM, and a Board Member of LABUANFSA Incorporated 
Sdn. Bhd. (formerly known as LOFSA Incorporated Sdn. 
Bhd.) and Pristine Era Sdn. Bhd.

ISKANDAR MOHD NULI
Senior Director, Legal and Supervision Division 

Certifi ed Financial Investigator (CFI)
Advocate and Solicitor in the High Court of Malaya
Bachelor of Law (Hons), International Islamic University, Malaysia

Mr Iskandar joined Labuan FSA in 1996 and was formerly 
attached to the Legal Department of Bank Negara Malaysia. 
He oversees the banking, insurance and capital market 
supervision as well as regulatory management functions. 
He is responsible for the supervision and enforcement 
of offshore legislation and regulations, compliance with 
best practices and standards promoted by international 
standard-setting bodies and the legal affairs of Labuan 
FSA and Labuan IBFC.

He also oversees the legal advisory and human resources 
unit. He is a member of the board of LABUANFSA 
Incorporated Sdn. Bhd. (formerly known as LOFSA 
Incorporated Sdn. Bhd.) and Pristine Era Sdn. Bhd.

SABARUDDIN ISMAIL
Director, Corporate Planning and ICT Division 

Masters in Economic Policy, Boston University, Massachusetts, USA
Bachelor of Arts in Economics, University of Malaya, Malaysia

Formerly with Bank Negara Malaysia, Mr Sabaruddin joined 
Labuan FSA in 1998 and is responsible for the various 
strategic initiatives and business support functions of 
Labuan FSA covering strategic planning, research and 
information and communication technology.

He also oversees the Project Management Offi ce for the 
Ninth Malaysia Plan projects initiated by Labuan FSA as well 
as the Labuan International School. He sits on the board 
of LABUANFSA Incorporated Sdn. Bhd. (formerly known as  
LOFSA Incorporated Sdn. Bhd.) and Pristine Era Sdn. Bhd., 
which operates the Labuan International School.

MD. YUNUS ATIP
Director, Financial Services and Policies Division 

Bachelor of Business Administration (Economics), Linfi eld College 
Oregon, USA

Prior to joining Labuan FSA in 1996, Mr Md. Yunus was with 
Bank Negara Malaysia attached to various departments 
including Foreign Exchange Administration, Internal Audit 
and Labuan Offshore Unit. As Director of Financial Services 
and Policies, he oversees the licensing and registration for 
banking, insurance, companies, fund management, leasing 
and other licensed activities. His other responsibilities 
include managing the Policies Unit which develops 
the business policies for activities in Labuan IBFC and 
overseeing the functions of Statistical Unit.

MOHD RIZLAN MOKHTAR
Acting Director, Corporate Services and 
Communication Division

Bachelor of Arts in Accounting & Finance, Manchester Polytechnic 
(now Manchester Metropolitan University), UK

Mr Mohd Rizlan joined Labuan FSA in 1999 as an Assistant 
Manager in the Banking and Insurance Division. Since 
then, he has held various portfolios in Policies, Research 
and Statistics, Business Development and Audit and Risk 
Management.

He currently oversees the Corporate Communication 
and Customer Services Management as well as the 
business support functions of Financial Management 
and Administration. He also oversees the operations of 
the Kuala Lumpur Facilities Offi ce.

He had seven years of prior experience in commercial 
banking at two Malaysian fi nancial institutions, 
specifi cally in corporate and commercial business 
lending as well as corporate planning and research.
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THE AUTHORITY

In the hierarchy of authority governing Labuan FSA, the Authority is the highest decision-making body. 
Its members comprise prominent fi gures from the public and private sectors, who are appointed by 
the Minister of Finance under Section 5 of the Labuan Financial Services Authority Act 1996. There are 
nine Authority Members including the Chairman and Director-General of Labuan FSA. The Director-
General is directly responsible for the administration and day-to-day operations of Labuan FSA.

The Authority is committed to ensuring that Labuan FSA practises the highest standards of 
corporate governance in keeping with the spirit of the Malaysian Code of Corporate Governance. 
The Authority provides the strategic directions, reviews and approves policies and business 
guidelines for the development of the IBFC. It also ensures proper fi nancial and human resource 
management while at the same time oversees the appropriate management of Labuan FSA.

AUTHORITY MEETINGS

The Authority held six meetings during the year ended 31 December 2009. The quorum of the 
Authority meeting is at least fi ve members amongst the nine members appointed. The agenda and 
a full set of papers for deliberation were distributed well before each meeting so that the members 
had suffi cient time to read and study the issues raised. All issues deliberated and decisions 
made at the Authority meetings were minuted, monitored and executed accordingly. In 2009, the 
Authority meetings were conducted as follows:

Authority
Meeting 
Dates

20/03/2009 10/04/2009 19/06/2009 24/08/2009 27/10/2009 07/12/2009

Attendance 8/9 6/9 7/9 6/9 7/9 7/9

Senior management staff and external consultants may be invited to attend the Authority meetings 
to provide clarifi cation and detailed information in relation to the relevant issues on the agenda 
being tabled.

ACCOUNTABILITY AND AUDIT

Financial Reporting

As a statutory body, Labuan FSA is required to submit its accounts to be audited by the Auditor 
General’s Offi ce every year before being tabled to the Parliament. It is the commitment of Labuan 
FSA to provide a balanced, clear and meaningful assessment of the fi nancial performance, 
supported by the Chairman’s statement and audited fi nancial statements. The Authority also 
ensures that the accounting records disclosed were reported with reasonable accuracy on the 
fi nancial position to give a true and fair view of the state of affairs of Labuan FSA at the end 
of the fi nancial year based on applicable accounting standards. The Authority is assisted by the 
Audit and Risk Management Committee (ARMC) to oversee and maintain the quality of fi nancial 
reporting and ensure compliance with acceptable accounting standards.

 

38

CORPORATE GOVERNANCE REFERS TO THE WAY THE ORGANISATION IS 
ADMINISTERED AND INCLUDES THE FRAMEWORK AND ADMINISTRATIVE PROCESSES 
WITHIN WHICH THE AUTHORITY AND THE MANAGEMENT FUNCTION TO MAINTAIN 
ADEQUATE INTEGRITY AND SOUND BUSINESS OPERATIONS IN ACCORDANCE 
WITH THE RELEVANT LAWS, REGULATIONS AND BEST PRACTICES GOVERNING THE 
LABUAN INTERNATIONAL BUSINESS AND FINANCIAL CENTRE (IBFC).
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Internal Controls and Compliance

Labuan FSA continues to maintain a sound system of internal controls that provides reasonable 
assurance of effective and effi cient operations, and compliance with laws and regulations, as well as 
with internal procedures to prevent and detect fraud and other irregularities in order to safeguard 
its assets. In this regard, the Risk Management Unit (RMU) assists the management in its effective 
implementation of an internal control system that is designed to identify and mitigate risks by 
providing an enterprise risk management framework and regular monitoring on critical areas. The 
Internal Audit Unit (IAU), on the other hand, conducts regular audits on all operational functions of 
Labuan FSA to ensure that risk management, controls and governance processes are effective.

Responsibility

The Authority recognises that sound internal controls and risk management practices are key 
elements to good corporate governance. The Authority affi rms its responsibility with regard to 
the internal control system of Labuan FSA that includes an appropriate controls environment and 
reviews the adequacy and integrity of the control system in place.

Labuan FSA has established an adequate framework and instituted processes to evaluate, mitigate, 
monitor and report signifi cant risks within the organisation. It continues to review the existing 
framework and develop new internal controls, where appropriate, on the operational processes to 
suit the current business environment. Labuan FSA has also implemented a Business Continuity 
Plan (BCP) to ensure continuity of critical business functions in events of disaster or emergency.

The Authority ensures that the management undertakes actions in the implementation of policies 
and procedures approved by the Authority in a manner whereby all risks have been comprehensively 
identifi ed and assessed, and appropriate internal controls have been implemented to ensure that 
the signifi cant risks have adequate mitigation and control measures.

COMMITTEES

In ensuring its effectiveness and realising its responsibilities to its stakeholders, the Authority 
has formed various committees as provided under Section 15 of the Labuan Financial Services 
Authority Act 1996 to oversee specifi c matters pertaining to the running of the organisation. The 
committees have clearly defi ned terms of reference.

Audit and Risk Management Committee

The Audit and Risk Management Committee (ARMC), established in 1999, comprises four members 
of the Authority and appointed by the Labuan FSA’s Authority. The Chairman of the Authority will 
appoint one of them to be the Chairman of the ARMC. The ARMC is responsible to assist the 
Authority in fulfi lling its oversight responsibilities to ensure a sound system of internal control, 
risk management and corporate governance to safeguard Labuan FSA’s assets.

The members of the ARMC are:

Datuk Oh Chong Peng  Chairman
Datuk Ali Abdul Kadir Member
Dato’ Mohammed Azlan Hashim  Member
Datuk Abdul Karim Abdul Jalil  Member (until 16 April 2009)
Dato’ Azmi Ariffi n  Member (effective 19 June 2009)

The duties and responsibilities of the ARMC include the following:

• To assist the Authority in fulfi lling its fi duciary responsibilities by ensuring that internal and 
 external fi ndings are fully considered and properly resolved;
• To review the adequacy of the scope, functions and resources of the internal audit function;
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• To review the internal audit program and results of the internal audit process and where necessary 
 ensure that appropriate action is taken on the recommendation of the internal audit function;
• To oversee the risk management framework in Labuan FSA and recommend the appropriate 
 risk management policies across the organisation;
• To ensure the adequate infrastructure, resources, systems and internal controls are in place, 
 and review the risk exposure and risk management activities in Labuan FSA; and
• To review fi nancial reports of Labuan FSA.

In undertaking its functions, the ARMC is required to meet at least four times a year and additional 
meetings may be convened as and when it is deemed necessary.

The Director-General and Head of Audit and Risk Management Department attend all the ARMC 
meetings to provide their views and input on all matters. Senior management may also be invited 
to attend the ARMC meeting as and when necessary.

Summary of Activities

The ARMC performs its roles and responsibilities in accordance with its terms of reference and met six 
times during the year under review. Key activities undertaken by the ARMC during the year included:

• Review of the scope of the internal audit plan for 2009 and oversight of the work performed 
 by the internal auditors throughout the year;
• Review of signifi cant accounting, fi nancial reporting and other issues raised by the internal 
 and external auditors and Auditor General’s Offi ce;
• Review of fi nancial reports including quarterly and annual fi nancial statements;
• Review of the scope of the internal audit’s annual audit plan for 2010;
• Review of 2010 Budget Proposal;
• Review of Business Continuity Plan; and
• Review of status on risk issues to be addressed relating to strategic, fi nancial, operational, 
 legal and reputation risks of Labuan FSA.

Relationship with the Auditor General

The ARMC ensures that there are formal and transparent arrangements for maintaining a professional 
relationship with the Auditor General. The main responsibilities relating to this are included in the 
terms of reference of the ARMC.

Internal Audit

The ARMC is assisted by the Internal Audit Unit (IAU) to provide suffi cient assurance of regular 
review and appraisal of the effectiveness of Labuan FSA’s internal controls system and risk 
management framework. The ARMC is responsible for assessing whether the internal audit function 
is independent of management and is adequately staffed and funded. The ARMC also assesses the 
performance of the Head of Audit and Risk Management Department (ARMD) and may recommend 
to the Authority the appointment, remuneration and termination of the offi cer. The Head of ARMD 
has direct access to the Committee.

The IAU executed the audit programmes in accordance with the Audit Plan 2009 as approved 
by the ARMC. The IAU adopted a risk-based approach in its audit works that is in line with best 
practices, prioritising on high and potentially higher risk areas. The audit reports were reviewed 
by the ARMC.
 
The Project Steering Committee 

The Project Steering Committee (PSC) consists of six members of the Authority. The PSC provides 
direction in resolving critical issues and assistance on projects that may require top level 
interventions.
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The members of the PSC are as follows:

Datuk Oh Chong Peng Chairman
Dato’ Mohammed Azlan Hashim Member
Tan Sri Zarinah Anwar Member
Datuk Ali Abdul Kadir Member
Datuk Abdul Karim Abdul Jalil Member (until 16 April 2009)
Dato’ Azmi Ariffi n Member (effective 19 June 2009)
Dato’ Azizan Abdul Rahman Member

The duties and responsibilities of the PSC include the following:

a) Ensure that projects under the Repositioning Study of Labuan IBFC and the Ninth Malaysia Plan 
 of Malaysia are implemented effi ciently and that the stakeholders’ expectations are met during 
 the implementation process; and
b) Assist in the resolution of high-level issues, ensuring appropriate mitigation plans are developed.

The Director of Corporate Planning and ICT Division attended all meetings of the PSC. Senior 
management may also be invited to attend the PSC meetings as and when necessary. The Project 
Management Offi ce (PMO) Unit acts as secretariat for the PSC and is responsible for the preparation 
and administration of the meeting.

The PSC convened fi ve meetings in 2009 to review the status of projects that were implemented 
or undertaken during the year. The projects included ICT initiatives, legislative review, marketing 
activities of Labuan IBFC Sdn. Bhd., establishment of the Global Takaful Group, as well as the 
development of the Labuan International School. The status of the projects was also reported at 
the Authority Meetings.

ENTERPRISE RISK MANAGEMENT

Labuan FSA continues to practise the highest standard of corporate governance by improving the 
risk management process and implementing its BCP. In this regard, Labuan FSA is continuously 
undertaking a review of the Enterprise Risk Management (ERM) framework and risks identifi ed 
under the framework including enhancing the BCP procedures.

To ensure the ongoing implementation of risk management and updates of risk profi les, the Authority 
is assisted by the RMU that reports to the ARMC. The roles and responsibilities of RMU include:

• Creating awareness of risk management throughout Labuan FSA;
• Facilitating the implementation of the risk management framework;
• Acting as a focal point for risk management activities within Labuan FSA;
• Monitoring Labuan FSA’s risk profi le and the effectiveness of mitigation strategies; and
• Reporting to the ARMC on any matters of risk signifi cance.

In 2009, a total of 48 risks including three new risks were identifi ed. These risks comprised 
reputational, operational, strategic and fi nancial risks were monitored by RMU on a monthly basis 
and subsequently reported to the ARMC. Under the ERM framework, these risks were discussed at 
the management level through the Risk Management Working Group and tabled at the ARMC for 
further deliberation. RMU conducted briefi ngs and discussion with the Head of Departments, risk 
champions and key staff to internalise risk management awareness.

The BCP is a key component of integrated risk management initiative that is formalised under the 
ERM framework for Labuan FSA. Its primary objective is to ensure that Labuan FSA is well prepared 
to manage its critical business functions and to ensure that these critical operations continue to 
be available under adverse conditions.
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Despite the slower rate of growth, Labuan IBFC continues to be an attractive destination for holding 
companies, captive insurance, trust and foundations, wealth management and Islamic fi nancial 
services. With the enactment of the new Labuan legislation in February 2010, Labuan companies 
are now under the purview of Labuan Companies Act 1990, whereas all licensed entities including 
trust companies, banks, insurance and insurance-related companies, capital markets and Labuan 
fi nancial businesses are now governed by the new Labuan Financial Services and Securities Act 
2010. The new legislation enhances the fi nancial and business activities and diversifi es the range 
of products and services offered in Labuan IBFC. In addition, it enables Labuan FSA to improve 
its delivery systems particularly pertaining to registration of companies and licensing process. 
Furthermore, Labuan FSA continues to emphasise on the due diligence process on the applicants 
to ensure that only genuine and credible individuals and institutions will be allowed to carry on 
business in Labuan IBFC. In this regard, Labuan FSA requires the service providers such as trust 
companies and licensed fi nancial institutions to undertake the necessary screening process prior 
to submission of applications to Labuan FSA.

Generally, Labuan IBFC had recorded a respectable growth in various fi nancial sectors during the 
year under review despite global economy downturn with the leasing sector recording the highest 
growth in terms of the approvals granted. Registration of companies grew by 8.1% compared to 
9.1% during the previous year. In addition, insurance and insurance-related companies achieved 
an 8.8% increase in gross premiums, while the banking industry recorded a 5.0% growth in total 
loans and 16.6% increase in pre-tax profi ts.

In order to further enhance the conducive and fl exible business environment in line with the 
internationally accepted regulatory framework, Labuan FSA continued to maintain its consultative 
approach with industry players on issues and developments affecting the industry such as legal 
framework, product developments and human capital. Similarly, Labuan FSA maintained its regular 
collaboration with fellow regulators from domestic and international jurisdictions on regulation 
and supervisory developments.

BUSINESS ACTIVITIES OF LABUAN IBFC

THE GLOBAL ECONOMY HAD SHOWN SIGNS OF IMPROVEMENT TOWARDS THE 
END OF 2009, LED BY THE STRONG PERFORMANCE OF ASIAN ECONOMIES AND 
STABILISATION OR MODEST RECOVERY ELSEWHERE. NEVERTHELESS, THE PACE 
OF RECOVERY IS SLOW, AND BUSINESS ACTIVITIES REMAIN BELOW PRE-CRISIS 
LEVELS. LABUAN IBFC IS ALSO EXPERIENCING SLOWER GROWTH IN TERMS OF 
THE NUMBER OF REGISTRATION OF COMPANIES. FOR LICENSED FINANCIAL 
INSTITUTIONS, A NUMBER OF BANKS AND INSURANCE COMPANIES HAD 
RATIONALISED THEIR GLOBAL OPERATIONS AND SURRENDERED THEIR LICENCES 
IN LABUAN IBFC. NOTWITHSTANDING, THE NUMBER OF FOREIGN BANKS AND 
INSURANCE COMPANIES SETTING THEIR SIGHTS ON LABUAN IBFC HAS BEEN 
INCREASING.
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LABUAN COMPANIES

During 2009, Labuan IBFC sustained the registration of new companies albeit a slight reduction. 
A total of 555 new Labuan companies were registered in 2009 under the Labuan Companies Act 
1990, which is 2.8% lower compared to the previous year (2008: 571). This resulted in an 8.1% 
growth in the total number of Labuan companies from 6,868 in 2008 to 7,423 in 2009.

The fourth quarter recorded the highest number of new companies with 153 or 24.4% higher than 
the same period in 2008 (2008: 123), partly contributed by the reduction of annual fees which 
came into effect from 1 July 2009. The number of companies that ceased operations also displayed 
a decreasing trend in the last quarter of 2009 compared to the previous quarters.  

The Labuan companies registered in Labuan IBFC originated from more than 90 countries, an 
indication of the acceptance of Labuan as an international business and fi nancial centre. In terms 
of segregation by region, 57.4% (2008: 58.1%) of Labuan companies were from the Southeast 
Asia and the Pacifi c region, largely from Malaysia, Indonesia, Australia, Singapore and Thailand. 
This was followed by the Far East countries, namely, Hong Kong, Taiwan, Korea, Japan and The 
People’s Republic of China that made up 15.7% (2008: 14.5%) of the total. Europe contributed 
13.6% (2008: 13.2%), Americas and the Caribbean contributed 10.5% (2008: 12.1%) while the 
Middle East and Africa contributed the remaining 2.7% (2008: 2.1%).
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Note:  Figures may not necessarily add up due to rounding

Expatriates employed by Labuan companies are eligible to apply for a work permit subject to 
adherence to specifi ed requirements. For year 2009, a total of 103 (2008: 103) work permit 
applications were processed (excluding applications from Labuan fi nancial institutions). The work 
permits were for new applications as well as extension of work permit tenures. The applications 
were processed and forwarded to the Labuan Immigration Department for consideration.

LABUAN BANKS

As at end-2009, fi ve new banks were granted approvals comprising one commercial and four 
investment banks. Nevertheless, the total number of approved Labuan banks and investment 
banks remained at 59 as three existing banks had surrendered their licenses due to the worldwide 
group restructuring exercises, while two Labuan investment banks had their approvals declared as 
null and void due to the non-compliance to the conditional licensing requirements.

Out of the 59 approved banks, 54 were in operation, comprising 12 subsidiaries and six branches 
of Malaysian-owned banks and 11 subsidiaries and 25 branches of foreign-owned banks.
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Table 1: Labuan Banks - Sources and Uses of Funds  

2007 2008* 2009 2009

USD Million change (%) share (%)

Sources:

Deposits
Deposits and Placements of Banks
and Other Financial Institutions
Balances due to Head Offi ce
and Branches Outside Malaysia
Others

9,024.2

3,166.9

11,004.0
3,783.9

9,406.2

5,393.4

10,279.8
3,918.1

10,235.3

5,162.0

11,855.5
2,707.7

8.8

(4.3)

15.3
(30.9)

34.2

17.2

39.6
9.0

Total 26,979.0 28,997.5 29,960.5 3.3 100.0

Uses:

Cash and Short-term Funds
Balances due from Head Offi ce and 
Branches Outside Malaysia
Investments 
Loans and Advances 
Fixed Assets 
Others

2,419.0

5,870.7
2,642.7
14,127.0

30.8
1,888.8

1,638.1

5,733.9
1,744.1

17,576.7
14.6

2,290.1

1,666.3

5,456.2
1,643.1

18,462.3
6.9

2,725.7

1.7

(4.8)
(5.8)
5.0

(52.7)
19.0

5.6

18.2
5.5

61.6
0.0
9.1

Total 26,979.0 28,997.5 29,960.5 3.3 100.0

Note:  Figures may not necessarily add up due to rounding

  *  Restated

Banking Operations

Total assets of Labuan banks increased by 3.3% to USD30.0 billion in 2009 (2008: USD29.0 billion), 
while loans and advances grew by 5.0% to USD18.5 billion (2008: USD17.6 billion).

As in previous year, the main source of funding for the Labuan banking industry was borrowing 
from head offi ces, comprising 39.6% of the total resources. Loans and advances constituted the 
bulk of the utilisation of resources, accounting for 61.6% or USD18.5 billion (2008: USD17.6 billion) 
of the total utilisation of funds for Labuan banks.
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Table 2: Labuan Banks - Deposits and Loans Outstanding of Non-Bank Customers 

2007 2008 2009 % change

(2009) USD Million

Total Deposits 9,024.2 9,406.2 10,235.3 8.8

Residents  
% share  
Non-Residents  
% share

3,428.7
38.0

5,595.5
62.0

3,796.2
40.4

5,610.0
59.6

4,644.5
45.4 

5,590.9
54.6

22.3

(0.3)

Total Loans Outstanding 14,127.0 17,576.7 18,462.3 5.0

Residents  
% share  
Non-Residents  
% share

6,570.8
46.5

7,556.2
53.5

7,519.9
42.8

10,056.8
57.2

6,806.4
36.9

11,655.9
63.1

(9.5)

15.9

Note: Figures may not necessarily add up due to rounding

Total deposits rose by 8.8% to USD10.2 billion in 2009 from USD9.4 billion in 2008 mainly due to 
the 22.3% increase in deposits from residents. Notwithstanding, the majority of the deposits were 
still derived from non-residents amounting to USD5.6 billion or 54.6% (2008: 59.6%).

In addition to providing loans and accepting deposits, the Labuan banks continued to transact in 
the off-balance sheet transactions such as commitments, guarantees and derivatives. As at end-
2009, the total off-balance sheet items remained at USD13.6 billion.
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The distribution of loans from the lending activities was mainly in the fi nancing, insurance and 
business services sectors. It made up 30.8% or USD5.7 billion (2008: 21.8% or USD3.8 billion) of 
the overall total loans outstanding.  This was followed by the transport, storage and communication 
sector amounting to USD3.8 billion or 20.3% (2008: USD3.9 billion or 22.4%) and manufacturing 
sector of USD2.1 billion or 11.4% (2008: USD2.2 billion or 12.5%) of the total industry loans.

Table 3: Labuan Banks - Direction of Lending by Sectors   

Loans by Sectors
2007 2008 2009 2009

USD Million change (%) share (%)

Agriculture, Hunting, Forestry and Fishing 

Mining and Quarrying 

Manufacturing 

Electricity, Gas and Water 

Property of which: 

   Real Estate 

   Construction 

   Housing 

Wholesale and Retail Trade and

Restaurants and Hotels 

Transport, Storage and Communications 

Financing, Insurance and Business Services 

Other Services 

Miscellaneous 

489.7 

579.8 

2,205.8 

1,966.4 

176.6

613.3

124.7

257.5  

2,789.3

2,282.9 

5.6 

2,635.4 

443.1

496.6 

2,200.5 

1,381.0 

 

 217.8

 598.7

160.0

195.4 

3,934.4

3,837.9 

13.7 

4,097.6 

689.6 

425.6 

2,095.6 

1,397.4 

 

 291.4

 542.6

183.6

148.6 

3,752.3

5,690.1 

22.5 

3,223.0 

55.6 

(14.3)

(4.8)

1.2 

 

 33.8

 (9.4)

14.8

(24.0)

(4.6)

48.3 

64.2 

(21.3)

3.7 

2.3 

11.4 

7.6 

 

1.6 

2.9 

1.0 

0.8

20.3 

30.8 

0.1 

17.5 

Total 14,127.0 17,576.7 18,462.3 5.0 100.0 
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The ratio of gross non-performing loans remained low at 1.9% in 2009 as Labuan banks continued 
to lend prudently to creditworthy borrowers which assisted in maintaining the overall safety and 
soundness of the banking system in Labuan IBFC.

Table 4: Labuan Banks - Key Data   

2007 2008* 2009

Return on Assets (%)

Pre-tax Profi t per Employee (USD’000)

Staff Cost per Employee (USD’000)

Average Assets per Bank (USD Million)

0.6

346.9

31.2

509.0

0.7

438.7

33.6

568.6

0.8

513.8

31.1

554.8

Pre-tax Profi t (Loss) (USD Million)

Total Assets (USD Million)

Staff Cost (USD Million)

Number of Employees

Number of Banks in Operation

Number of Banks Approved

170.0

26,979.0

15.3

490

53

56

214.1

28,997.5

16.4

488

51

59

249.7

29,960.5

15.1

486

54

59

*  Restated

Despite the continuous uncertainties in the global fi nancial market, the banking industry in Labuan 

IBFC recorded an increase of 16.6% in pre-tax profi t to USD249.7 million (2008: USD214.1 million). The 

return on assets of the banks remained stable at 0.8% (2008: 0.7%).
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The total staff strength in the Labuan banking industry reduced to 486 as at end-2009 (2008: 
488). Malaysians comprised 87.4% of the total number of employees of which 44 and 79 were at 
senior management and middle management levels, respectively. The number of non-Malaysians 
holding senior and middle management positions increased to 49 (2008: 44).

Table 5: Labuan Banks - Employment

 

2007

Staff Position Malaysian Others Total

Senior Management

Middle Management

Supervisory Staff

Others

50 

89 

121 
173 

26 

19 

7 
5 

76 

108 

128 
178 

Total Staff 433 57 490 

2008

Senior Management

Middle Management

Supervisory Staff

Others

44 

84 

122 

175 

25 

19 

7 
12 

69 

103 

129 
187 

Total Staff 425 63 488 

 2009

Senior Management

Middle Management

Supervisory Staff

Others

44 

79 

129 

173 

28 

21 

4 

8 

72 

100 

133 

181

Total Staff 425 61 486 

LABUAN INVESTMENT BANKS

The total number of approved investment banks increased to 17 (2008: 15) as at end-2009 with 13 

(2008: 9) banks in operation. The major revenue for Labuan investment banks were mainly derived 

from the non-interest income which accounted for 86.2% (*2008: 87.7%) of the total income and 

mainly comprised of the proceeds from the foreign exchange transactions and the commissions/fees 

arising from the corporate fi nance advisory services.

LABUAN INSURANCE

The total number of approved Labuan insurance and insurance-related entities increased to 149 (2008: 

140) as at end-2009. During the year under review, 14 new licences were approved, comprising eight 

insurance brokers, four captive insurers and two reinsurers. Nevertheless, one captive insurer, one 

reinsurer and one underwriting manager surrendered their respective licences. Approvals that were 

granted to a captive insurance and an insurance broker were deemed as null and void for non-

compliance with the licensing requirements within the stipulated time.

*  Restated
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In terms of country of origin, 70 insurance and insurance-related licensees originated from the Asia 

Pacifi c region, comprising Malaysia (39), Japan (8), Singapore (7), Hong Kong (5), Australia (4), Indonesia 

(4), Korea (1), India (1) and Taiwan (1). The remaining licencees were from Europe (48), the Americas and 

the Caribbean (22) and Middle East and Africa (9).

Table 6: Labuan Insurance - Number and Type of Insurance and Insurance-Related Licences

Type of Licence 2007 2008 2009

Life

General

Composite

Reinsurance

Captive

Insurance Manager

Underwriting Manager

Broker

1

5

2

29

32

6

11

44

2

6

2

30

32

6

11

51

2

6

2

31

34

6

10

58

Total 130 140 149

Total capitalisation of the industry grew by 4.8% to USD663.8 million in 2009 (2008: USD633.7 million) 

with total foreign shareholdings stood at 71.0% (2008: 69.5%).

Table 7: Labuan Insurance - Total Capitalisation

Held By

2007 2008 2009

USD’000 share (%) USD’000 share (%) USD’000 share (%)

Malaysian

Others

196,199 

389,131

33.5

66.5

193,150

440,539

30.5

69.5

192,210

471,604

29.0

71.0

Total 585,330 100.0 633,689 100.0 663,814 100.0

Total assets of the insurance industry increased by 16.2% to USD2.4 billion as at end-2009 (2008: 
USD2.1 billion). In regard to the composition of the assets, fi xed deposits and money market 
instruments continued to be the major bulk of total assets, amounting to USD1.2 billion (47.5% 
of the total assets). Other assets included amount due from ceding/related companies (14.8%), 
investments (8.9%), cash and bank balances (9.9%), fi xed assets (0.6%) and others (18.3%).
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Table 8:  Labuan Insurance - Total Assets 

Held By
2007 2008 2009

USD’000 share (%) USD’000 share (%) USD’000 share (%)

Fixed Assets

Due from Ceding/Related Companies

Fixed Deposits/Money Market 

Cash and Bank Balances

Investments

Others

8,386 

296,689 

965,119 

151,726 

173,894

541,537

0.4

13.9

45.2

7.1

8.1

25.3

10,538

264,641

1,081,670

159,195

192,926

387,069

0.5

12.6

 51.6

7.6

9.2

18.5

13,841

360,577

1,157,900

240,919

217,042

446,201

0.6 

14.8 

47.5 

9.9 

8.9 

18.3

  Total 2,137,351 100.0 2,096,039 100.0 2,436,480 100.0
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For the year 2009, Labuan IBFC recorded an increase of 8.8% in total gross premiums to USD1.1 

billion (2008: USD1.0 billion). The non-resident business continued to contribute a major portion of 

the business and accounted for 61.1% (2008: 57.0%) with the remaining 38.9% (2008: 43.0%) from 

the Malaysian risk. During the year, fi re sector recorded a signifi cant growth of 27.4% (2008: 9.3%). 

In terms of market share, the fi re sector remained the largest contributor with 50.2% (2008: 42.8%), 

followed by other classes sector that includes liability, professional indemnity, energy and extended 

warranty with 17.1% (2008: 19.9%) and the engineering sector with 16.2% (2008: 16.7%).

Table 9:  Labuan Insurance - Distribution of Gross Premiums 

Year
Malaysian Others Fire Marine Engineering Motor

Other

Classes
Total

USD’000

2007

2008

2009

 

353,358

442,201

434,686

565,841

585,116

683,142

402,646

440,058

560,793

108,488

140,699

147,645

129,402

171,661

181,116

129,474

70,790

36,587

149,189

204,110

191,686

919,199 

1,027,318 

1,117,827 

change (%)

2007

2008

2009

15.5

25.1

(1.7)

62.0

3.4

16.8

52.6

9.3

27.4

20.2

29.7

4.9

18.6

32.7

5.5

181.7

(45.3)

(48.3)

2.2

36.8

(6.1)

40.3 
11.8 

8.8 

share (%)

2007

2008

2009

38.4
43.0
38.9

61.6
57.0
61.1

43.8
42.8
50.2

11.8
13.7
13.2

14.1
16.7
16.2

14.1
6.9
3.3

16.2
19.9
17.1

100.0 

100.0 
100.0 

Note:  Figures may not necessarily add up due to rounding
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Table 10: Labuan Insurance - Distribution of Net Premiums   

Year
Malaysian Others Fire Marine Engineering Motor

Other

Classes
Total

USD’000

2007
2008
2009

 

238,281 
294,672 
289,714

438,781 
464,264 
502,384

291,094 
338,944 
398,182

82,299 
107,049 
109,573

67,394 
89,572 
83,389

110,727 
64,972 
47,829

125,548 
158,399 
153,124

677,062 

758,936 

792,098 

change (%)

2007
2008
2009

 

19.2 
23.7 
(1.7)

59.9 
5.8 
8.2

35.2 
16.4 
17.5

16.5 
30.1 
2.4

22.2 
32.9 
(6.9)

164.7 
(41.3)
(26.4)

37.1 
26.2 
(3.3)

42.7 

12.1 

4.4 

share (%)

2007
2008
2009

35.2 
38.8 
36.6 

64.8 
61.2 
63.4 

43.0 
44.7 
50.3 

12.2 
14.1 
13.8 

10.0 
11.8 
10.5 

16.4 
8.6 
6.0 

18.5 
20.9 
19.3 

100.0 

100.0 

100.0 

Note:  Figures may not necessarily add up due to rounding

The overall net retention (net premium over gross premium) for the industry in 2009 declined to 70.9% 

(2008: 73.9%). The motor sector remained the highest retention in the industry at 130.7% (2008: 

91.8%), followed by other class sector at 79.9% (2008: 77.6%) and marine at 74.2% (2008: 76.1%).

Table 11: Labuan Insurance - Net Retention Ratio (%)

 Year Malaysian Others Fire Marine Engineering Motor Other Classes Total

 2007
 2008
 2009

67.4 
66.6 
66.6

77.5 
79.3 
73.5

72.3 
77.0 
71.0

75.9 
76.1 
74.2

52.1 
52.2 
46.0

85.5 
91.8 
130.7

84.2 
77.6 
79.9

73.7 
73.9 
70.9 

The ratio of net claims incurred to earned premium income (gross premium less cessions and reserves 

for unexpired risks) improved to 55.1% in 2009 (2008: 56.5%) during the year under review. The 

underwriting margin for 2009 fell to USD100.9 million (2008: USD128.8 million) as a result of a 1.9% 

reduction in total earned premium income to USD742.9 million in 2009 (2008: USD757.3 million) and 

an increase in the commission ratio to 26.4% (2008: 21.9%).
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Table 12: Labuan Insurance - Underwriting Experience

Year

Earned

Premium

Income

Net Claims

Incurred
Commission

Management

Expenses

Underwriting

Margin

USD’000 USD’000 ratio (%) USD’000 ratio (%) USD’000 ratio (%) USD’000 ratio (%)

2007

2008

2009

604,487

757,318

742,921

440,408
427,894
409,086

72.9
56.5
55.1

165,517
165,537
196,126

27.4
21.9
26.4

32,183
35,053
36,785

5.3
4.6
5.0

(33,621)
128,834
100,924

(5.6)
17.0 
13.6

As for investment-linked insurance products, 166 new policies were issued in the year 2009 (2008: 

198). In terms of value, USD3.0 million premiums were written as compared to USD3.9 million in 2008. 

The signifi cant drop of 25.2% in premium written for investment-linked policies was mainly due to 

weak market conditions with investors being more vigilant in their investment decisions.

Table 13: Labuan Insurance - Statistics on Investment-Linked Policies

 Year 
New Policies Policies In Force

Malaysian Others Malaysian Others

 2007 

No. of Policies 252 -   483 71

USD’000

Sum Insured
Single Premiums

5,101 
4,548 

24 
5 

12,625 
11,205 

569 
548 

 2008 

No. of Policies 196 2 630 52 

USD’000

Sum Insured
Single Premiums

3,667 
3,826 

117 
144 

13,200 
14,588 

314 
351 

 2009

No. of Policies 160 6 733 52 

USD’000

Sum Insured
Single Premiums

4,285

2,409

578

561

17,140

16,285

864 
879 
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In the captive insurance industry, the total gross premiums dropped slightly by 5.9% to USD175.8 
million in 2009 (2008: USD186.9 million). As at end-2009, four new captives were approved while 
one surrendered its licence and another had its approval deemed as null and void. Subsequently, 
bringing the total number of captives to 34 (2008: 32).

 Table 14: Labuan Insurance - Distribution of Gross Premiums for Captive Business   

Year
Malaysian Others Fire Marine Engineering

Other

Classes
Total

USD’000

2007

2008

2009

96,938 
125,517 
125,165

30,174 
61,389 
50,627

11,936 
31,019 
18,565

14,455 
21,704 
15,016

69,928 
101,063 
107,620

30,792 
33,120 
34,590

127,111 
186,906 
175,791 

 change (%)

2007

2008

2009

20.1 
29.5
(0.3)

(2.7)
103.5
(17.5)

23.1 
159.9
(40.1)

28.8 
50.1

(30.8)

14.6 
44.5
6.5

3.3 
7.6
4.4

13.8 
47.0 
(5.9)

 share (%)

2007

2008

2009

76.3 
67.2 
71.2 

23.7 
32.8 
28.8 

9.4 
16.6 
10.6 

11.4 
11.6 
8.5 

55.0 
54.1 
61.2 

24.2
17.7 
19.7 

100.0 
100.0 
100.0 

The total premiums processed by the insurance broking sector improved by 15.8% to USD443.6 
million in 2009 (2008: USD383.0 million). Out of the amount, 85.2% (2008: 76.4%) were in 
respect of general insurance business. The general insurance premiums transacted by Labuan 
insurance brokers were for reinsurance cessions placed with overseas insurers (41.3%), Malaysian 
insurers (38.3%) and Labuan insurers (20.4%). For life insurance business, all were direct business 
placed with overseas insurers, representing 14.8% of the total premiums processed in 2009.

Table 15: Labuan Insurance - Premiums Placement by Insurance Brokers

 

2007 2008 2009

General Business USD’000

Labuan 
Malaysia
Others
Sub Total

67,224 
93,499 
80,500 
241,223

69,280 
115,718 
107,699 
292,697

77,194 
144,721 
156,059 
377,974

Life Business USD’000 

Labuan 
Malaysia
Others
Sub Total 

-
-

56,405 
56,405 

-
-

90,329 
90,329 

-
-

65,625 
65,625

Grand Total 297,628 383,026 443,599 
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The total amount of brokerage earned by the Labuan insurance broking sector grew by 19.9% to 

USD28.8 million (2008: USD24.0 million) as a result of the higher amount of premiums processed. 

Brokerage fee earned from general insurance business comprised 78.2% of the total brokerage income, 

consistent with the proportion of general insurance premiums processed during the year.

Table 16: Labuan Insurance - Brokerage Earned by Insurance Brokers

2007 2008 2009

General Business USD’000

Labuan 
Malaysia
Others
Sub Total

3,073 
3,981 
4,387 
11,441

3,389 
5,698 
8,599 
17,686

4,050 
7,702 

10,788 
22,540

Life Business  USD’000

Labuan 
Malaysia
Others
Sub Total

-
-

5,488 
5,488 

-
-

6,363 
6,363 

-
-

6,285 
6,285 

Grand Total 16,929 24,049 28,825 

The total number of employees in the insurance industry grew by 10.4% to 626 (2008: 567), comprising 

496 Malaysians and 130 non-Malaysians.

Table 17: Labuan Insurance - Employment 

Staff Position Malaysian Others Total

2007

Senior Management
Middle Management
Supervisory Staff
Others

89 
79 
105 
150 

69 
25 
5
14 

158 
104 
110 
164

Total Staff 423 113 536

2008

Senior Management
Middle Management
Supervisory Staff
Others

82 
77 
108 
164 

78
36 
10 
12 

160 
113 
118 
176

Total Staff 431 136 567

2009

Senior Management
Middle Management
Supervisory Staff
Others

79

92

123

202 

74

41

11

4 

153 
133 
134 
206

Total Staff 496 130 626 

LABUAN LEASING

During the year under review, Labuan leasing remained as the highest growth sector in Labuan IBFC in 

terms of new approvals granted. The number of leasing companies grew by 13.3% to 136 companies 

in 2009 (2008: 120). Twenty six new companies were established during the year, seven ceased 

operations due to completion of the lease agreements, while three approvals granted were deemed as 

null and void.
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The cumulative amount of assets leased recorded an increase of 23.9% to USD21.9 billion in 2009 

(2008: USD17.6 billion), mainly contributed by the leasing of fl oating production systems and offshore 

vessels. The oil and gas sector dominated the leasing business activities with 76 companies (2008: 67), 

followed by 48 companies (2008: 52) in the aviation sector.

Table 18: Labuan Leasing - Growth

Number of Leasing Companies In Operation

2005 2006 2007 2008* 2009

69 83 104 120 136

change (%)

15.0 20.3 25.3 15.4 13.3 

Asset Leased (Cumulative)

USD Million

10,913 11,908 14,130 17,643 21,866 

change (%)

52.9 9.1 18.7 24.9 23.9 

* Restated

Out of the total number of leasing companies, 52.2% originated from the Southeast Asia and the Pacifi c 

region, followed by 25.0% from the Americas and Caribbean. The majority of the foreign-owned leasing 

companies were established as special purpose vehicles to facilitate leasing transactions in the oil and 

gas and aviation sectors.
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LABUAN FUND MANAGEMENT

In the year 2009, only one approval was granted (2008: 10) to a Shariah-compliant private fund with 

an approved fund size of USD500.0 million. The total number of registered funds decreased to 38

(2008: 40) due to the surrender of one private fund certifi cate, while two private funds approved in 

2008 were deemed as null and void. The number of public funds remained at two.

Table 19: Mutual Funds - Approved Fund Size (Cumulative)

2005 2006 2007 2008 2009

USD Million

Private Fund
Public Fund

1,900 
130 

4,484 
130 

5,250 
130 

8,884 
130 

9,590 
130 

Cumulative Approved Fund Size 2,030 4,614 5,380 9,014 9,720
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With regard to fund management licence, two approvals were granted in year 2009 to companies 
originating from Kuwait and Malaysia. One approval was deemed as null and void, bringing the 
total number of fund management companies to 22 (2008: 21).

DEBT ISSUANCE ACTIVITIES

Generally, potential issuers continued to be cautious in debt raising activities through the capital 

market in 2009. Two new issuance were approved in 2009 (2008: 4) but one issuer withdrew its 

proposed debt issuance due to volatile market conditions. Consequently, the total number of approval 

for debt issuance at the end of 2009 was 40 (2008: 39) with market capitalisation of USD16.6 billion. To 

facilitate the offer of debt securities to investors, Labuan banks and investment banks were appointed 

as managers and bookrunners for the issuances.

Table 20: Debt Instruments - Market Capitalisation and Total Approved Issuance (Cumulative)

2005 2006 2007 2008 2009

Total Approved Issuance
Market Capitalisation (USD Million)

20 
8,084 

30 
11,974 

35 
14,074 

39 
16,034 

40 
16,634
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LABUAN INTERNATIONAL FINANCIAL EXCHANGE

Labuan International Financial Exchange (LFX) recorded two listings from the national petroleum 
company, Petronas Nasional Berhad (PETRONAS). In August 2009, PETRONAS, via its Labuan 
incorporated special purpose vehicles, listed a fi ve-year USD1.5 billion sukuk and a ten-year
USD3.0 billion conventional bonds on the LFX. The PETRONAS maiden global sukuk listing on the 
LFX is structured based on the globally accepted Shariah principle of Ijarah.
The new listings by LFX for the year 2009 were as follows:

• Trust Certifi cates – Due 2014, USD1.5 billion by PETRONAS Global Sukuk Limited
• Guaranteed Notes – Due 2019, USD3.0 billion by PETRONAS Capital Limited

The market capitalisation of LFX as at 31 December 2009 stood at USD18.1 billion, with a total of 
28 listed instruments.
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ISLAMIC FINANCIAL SERVICES

There were six full-fl edged Islamic banks and six Islamic windows of conventional banks operating 
in Labuan IBFC that generated a total deposits of USD386.4 million as at 31 December 2009, an 
increase of 14.5% compared to that of corresponding period last year of USD337.3 million. The year 
2009 recorded a signifi cant increase in the non-resident deposits, where the bulk of the deposits 
were placed in institutions operating Islamic windows. The placements by non-residents as at 31 
December 2009 increased to USD135.1 million, a signifi cant increase of 87.9% when compared to the 
preceding year of USD71.9 million. Total Islamic fi nancing as at 31 December 2009 decreased slightly 
to USD226.4 million (2008: USD231.8 million) contributed mainly by the reduction of fi nancing to 
residents. Non-residents remained the major borrowers accounting for almost all of total Islamic 
fi nancing given with total Islamic fi nancing of USD226.4 million. A corresponding decrease in the 
total Islamic assets was recorded as at 31 December 2009 with total Islamic assets of USD794.7 
million (2008: USD957.3 million). The decrease reduced the Islamic assets market share over the 
total assets of the banking industry from 3.3% in 2008 to 2.7% as at 31 December 2009.

The Islamic capital market in Labuan IBFC grew modestly during the year 2009 after a landmark 
issuance of USD1.5 billion sukuk out of Labuan IBFC. The sukuk which was oversubscribed by 19 
times, and listed on the LFX highlighted that the Labuan IBFC remained a major centre for sukuk 
issuance. As of 31 December 2009, there were eight Islamic capital market instruments listed in 
LFX with a market capitalization of USD6.0 billion  (2008: USD4.8 billion) which represented 33.1% 
of  market share of the industry.
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The retakaful industry in Labuan IBFC recorded its third consecutive year of growth exceeding 
40.0% by the end of 2009. As at 31 December 2009, the total takaful and retakaful contribution 
recorded an increase of 44.2% in gross contributions amounting to USD234.1 million (2008: 
USD162.3 million). The non-resident contribution remained the bulk of the total takaful and retakaful 
contribution with more than three quarter market share. The Islamic divisions of conventional 
institutions also improved in their overall operations with increase in their takaful and retakaful 
contributions. As of 31 December 2009, there were fi ve full-fl edged retakaful  companies, nine 
retakaful windows and 10 retakaful brokers in Labuan IBFC

As at 31 December 2009, the total Islamic private funds in Labuan IBFC stood at USD3.2 billion 
with market share of 33.4% (2008 : USD2.7 billion with market share of 30.4%). The establishment 
of an Islamic Infrastructure Fund with fund size of USD500.0 million out of Labuan IBFC in August 
2009 had increased the number of Islamic private funds issued out of Labuan IBFC to 17.
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TRUST COMPANIES

 

During the year under review, one trust company had been deregistered due to the merger with 
another Labuan trust company, bringing the total number of registered trust companies to 22 
(2008: 23). The major activities of these trust companies apart from company registration include 
secretarial services, accounting, trustees, business processing and advisory services. The trust 
companies reported an aggregate operating income of USD13.0 million, a reduction of 11.2% 
from USD14.6 million achieved in the previous year. Although the number of trust companies 
had reduced, the number of total employees increased by 10.1%  comprising 306 Malaysians
(2008: 277) and 11 non-Malaysians.

Table 21: Trust Companies - Key Data

2005* 2006* 2007* 2008* 2009 Annual

changeNumber of Trust Companies
  

20 21 21 23 22

USD’000 (%)

Operating Income

Profi t Before Tax

6,536

2,682

10,333

4,565

15,240

6,560

14,670

6,770

13,021

5,236

(11.2)

(22.7)

*  Restated
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Labuan FSA continued to monitor closely the operations and affairs of Labuan fi nancial institutions. 

In 2009, Labuan FSA conducted 67 supervisory engagements with Labuan fi nancial institutions and 

nine investigations on Labuan companies. Labuan FSA has taken and will continue to take stern 

actions against institutions found to be in breach of applicable Labuan legislation, guidelines or carry 

on businesses deemed detrimental to the reputation and credibility of Labuan IBFC. With the full 

implementation of the enhanced risk-based supervisory framework in 2007, the intensity and cycle of 

supervision will be dependent on the risk profi le of Labuan fi nancial institutions, with more focus on 

areas that pose higher risks. The focus has been shifted from the ruled-based, towards the principles-

based supervision.

The principles-based supervision presents a number of challenges for both Labuan fi nancial institutions 

and supervisors. A greater responsibility is put on senior management, which needs to ensure that 

processes and controls are suitable for the business being undertaken and that the specifi ed regulatory 

outcomes are met. In meeting these challenges, outcomes must be carefully monitored and processes 

increasingly require the exercise of professional judgement through transversal organisational functions 

such as risk management, internal audit and compliance. As for the supervisor, the principle-based 

approach involves a change in the extent and type of supervisory work undertaken. Instead of 

merely checking compliance with rules and regulations, supervisors need to exercise judgment in 

assessing organisational processes and controls in relation to the size and complexity of the business. 

Supervisors need to understand complex issues and keep up to date with constantly changing markets 

and continuous innovations. In many instances, this requires an enlargement of the workforce and 

further expansion of the knowledge and capabilities in place.

The fi nancial institutions in Labuan IBFC, particularly banking and insurance industries remained sound 

and resilient with strong capitalisations, high quality of assets, ample liquidity positions and sustained 

profi tability as at 31 December 2009. Through the supervisory activities, the supervisors have observed 

a general strengthening of risk management systems among licensed and regulated entities. More 

specifi cally, there has been a heightened recognition of risk culture by the Authority members and 

senior management at the head offi ce level on Labuan’s operations.  Financial soundness key indicators 

suggested that the fi nancial industry, in particular banking sector, has withstood the crisis well. The 

fi nancial sector is currently characterised by the stronger capital levels and profi tability positions.

SUPERVISION AND REGULATION OF LABUAN

FINANCIAL INSTITUTIONS

IN 2009,  THE SUPERVISORY ENGAGEMENTS WITH LABUAN FINANCIAL 
INSTITUTIONS WERE FOCUSED ON OVERSEEING THE IMPACT OF THE GLOBAL 
FINANCIAL CRISIS ON INDIVIDUAL FINANCIAL INSTITUTIONS AND THE INDUSTRY 
AT LARGE.  AS CONDITIONS REMAINED HIGHLY UNCERTAIN THROUGHOUT THE 
YEAR, FREQUENT MEETINGS WITH SENIOR MANAGEMENT AND THE BOARD 
OF FINANCIAL INSTITUTIONS WERE HELD.   THE ENGAGEMENTS SERVED AS 
A PLATFORM TO COMMUNICATE SUPERVISORY CONCERNS,  AS WELL AS TO 
MONITOR AND ASSESS THE IMPACT OF THE CRISIS ON THE GROWTH AND 
PERFORMANCE OF INDIVIDUAL FINANCIAL INSTITUTIONS.

68
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Moving forward, there is a need for supervisors in different jurisdictions and fi nancial sectors to 

cooperate and work more closely together to compare and align supervisory approaches as well as 

exchange of information. The increasing integration of fi nancial markets and the growing number 

of internationally fi nancial institutions in Labuan IBFC has clearly indicated a more urgent need for 

mutual cooperation and information exchange. In this regard, Labuan FSA has made engagements 

with other regulatory authorities including Japan FSA, Korean FSC and FSC Mauritius to establish 

and maintain home-host supervisory relationships and ensure that regulatory gaps are identifi ed and 

minimised. Acknowledging the importance of enhancing cooperation with other supervisors, Labuan 

FSA will establish and maintain more formal and informal relationships with international colleges of 

supervisors.

BANKING INDUSTRY

The Labuan banking industry has recorded a slight expansion in its assets base. The total assets have 

increased by 3.3% to USD30.0 billion as compared with the corresponding period of 2008, primarily 

due to new loans disbursed amounting to USD900.1 million. Loans and advances totaling USD18.5 

billion remained as the main contributor to the assets composition with a share of 61.1%. Despite the 

increase in the amount of non-performing loans (NPL) by 5.5% to USD362.5 million, the gross and net 

NPL ratio remained low at 1.9% and 0.7%, respectively. These new NPLs had been fully provided for 

the unsecured portion.

For the fi nancial year ended 31 December 2009, the earnings performance saw another considerable 

improvement of 16.6% to USD249.7 million compared with the corresponding period of 2008, attributed 

to lower interest expense on deposits. The return on assets was hovering around 0.8% at the back of 

the higher profi t and larger assets size. The resilient capital position of the Labuan banking industry 

continued, with both the risk-weighted capital ratio and core capital ratio improved further to 17.3%.

Based on Labuan FSA’s supervisory assessments conducted under the Risk-Based Supervisory 

Framework (RBSF), the banking institutions in Labuan IBFC remained sound. The implementation of 

the Basel II Capital Framework by most of the international banks operating in Labuan IBFC had 

further strengthened the risk management standards of the banks concerned. Labuan FSA continues to 

support banking institutions in Labuan IBFC to move towards meeting the standards set by the Basel 

Committee on Banking Supervision.

INSURANCE INDUSTRY

The business growth of Labuan insurance industry remained positive despite global soft market 

conditions. Driven mainly by the expansion in the fi re segment, the total gross premium of the industry 

registered an increase of 8.8% to USD1.1 billion as compared with USD1.0 billion reported in the 

corresponding period of 2008. In terms of the profi tability, the insurance industry continued to record 

a stable performance with preliminary unaudited pre-tax profi ts amounting to USD133.0 million (2008: 

USD132.9 million), mainly driven by lower claims ratio and higher income from investment portfolio.

In general, the insurance industry remained resilient with an aggregate solvency surplus of 

USD733.0 million (on an audited basis) and a solvency margin of four times above the minimum 

regulatory requirement. The Labuan insurance companies are expected to continuously strengthen 

the underwriting practices and risk management capability to remain responsive to business and 

operational challenges.
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ANTI-MONEY LAUNDERING AND TERRORISM FINANCING

While the risk of money laundering and terrorism fi nancing (ML/TF) activities remains low, Labuan 

FSA continued to exercise vigilance on the evolving ML/TF threats that could potentially undermine 

confi dence in the Labuan fi nancial sector.

In 2009, Labuan FSA continued with its efforts to enhance the awareness of all reporting institutions 

in Labuan on the Anti-Money Laundering/Combating the Financing of Terrorism (AML/CFT) issues, in 

compliance with international requirements. This is a crucial role required of Labuan FSA to maintain 

the recognition of the international agencies such as the International Monetary Fund (IMF), Financial 

Action Task Force (FATF) and Asia/Pacifi c Group on Money Laundering (APG) on the integrity of the

AML/CFT framework in Labuan IBFC. The awareness program had successfully enhanced the 

understanding of reporting institutions in terms of Suspicious Transaction Reports (STR), thus refl ecting 

the consciousness of the players in Labuan IBFC to be more vigilant against illicit fi nancial activities. 

The pro-active approach implemented by Labuan FSA indicated its commitment to deter and detect 

money laundering and terrorism fi nancing and to ensure Labuan IBFC remains a “low risk” centre 

against money laundering and terrorism fi nancing activities.

As at 31 December 2009, three offi cers from Labuan FSA had qualifi ed as Certifi ed Financial Investigator 

under the Certifi ed Financial Investigation Programme (CFIP). The program is sponsored by Bank Negara 

Malaysia (BNM) in collaboration with the Attorney-General’s Chambers, Royal Malaysian Police, Malaysia 

Anti-corruption Academy, Inland Revenue Board, Cyber Security Malaysia, International Islamic University 

Malaysia, and MARA University of Technology. This would greatly enhance Labuan FSA’s capability in 

the investigation and enforcement of AML/CFT measures, thus ensuring that the operations of the 

Labuan institutions are supervised by qualifi ed and competent offi cers. The CFIP program which is only 

offered to regulatory and enforcement agencies throughout the country would continue to serve as an 

invaluable platform for Labuan FSA to provide specialist training to its fi nancial regulators.

Apart from active and meaningful participations in the meetings organised by the National Coordinating 

Committee to Counter Money Laundering (NCC), Labuan FSA hosted, for the second year running, the 

NCC meeting in Labuan IBFC in November 2009. This event has further enhanced the professional 

relationship between the authorities with other members of the NCC and greatly facilitated cooperation 

between the members.  Aside from domestic events, Labuan FSA also participated in the regional money 

laundering and terrorism fi nancing typology initiatives conducted by the APG in Siem Reap, Cambodia. 

Labuan FSA’s participation in such international forums provided a platform for the Authority to share 

knowledge and experiences while fostering a better networking environment with other regulators. It 

also enabled Labuan FSA to share the latest developments with other jurisdictions in combating ML/TF.

Capacity development was also a major focus in 2009 and Labuan FSA organised a two day awareness 

programme in Labuan IBFC for all compliance offi cers of Labuan reporting institutions. Distinguished 

speakers with hands-on experiences in AML/CFT were invited to share their experiences and knowledge 

with the compliance offi cers. Labuan FSA also organised a briefi ng by the Financial Intelligence Unit, 

BNM on the latest development on AML/CFT to improve online STR reporting.

Though there is a credible and effective framework to counter AML/CFT in Labuan IBFC, Labuan FSA will 

continue to remain vigilant on the matter and continue to enhance its supervisory framework to ensure 

the credibility and integrity of Labuan IBFC remains intact.

FINANCIAL INSTITUTIONS
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REGULATORY DEVELOPMENTS

Labuan FSA issued the Guideline on Co-location of Labuan Holding Companies (LHC) in May 2009 as 

part of the exercise undertaken under the repositioning of Labuan IBFC. This new fl exibility is aimed at 

attracting multinationals to enhance operating effi ciencies by relocating their corporate headquarters 

to take advantage of Kuala Lumpur’s competitive offerings of fi rst-grade facilities and infrastructure 

in a low-cost operating environment with quality human capital and professional services. Under this 

guideline, LHC  will primarily deal with non-residents in non-Ringgit business and pay tax under the 

Income Tax Act 1967 (ITA).

The issuance of this guideline is timely as to provide effi cient cost solution for LHC. Apart from lower 

cost, the LHC will also be eligible to benefi t from the Double Tax Agreement (DTA) that Malaysia has 

with more than 60 countries since they would be taxed under the ITA. Under the current trends of 

international tax, more tax authorities are requiring companies to demonstrate “substance” before 

according to treaty benefi ts. Essentially, “substance” requirements refer to the level of presence and 

activity in the country where the companies are tax resident. Some of the criteria include physical 

offi ce, employees, bank account, director meetings, etc. Hence in choosing a location for its holding 

company, organisations would favour a location which is cost-effective, convenient, has good service 

providers and readily available talent pool.

In another related key development, Labuan banking institutions licensed by Labuan FSA that meet 

the predetermined criteria had been accorded fl exibility to have a physical onshore presence from 2010 

onwards. Similarly, Labuan FSA is also in the midst of drafting out a Guideline for Labuan insurance 

companies licensed by Labuan FSA that meet the predetermined criteria to have a physical presence 

onshore effective from 2011. This fl exibility will be complemented by strengthened regulatory and 

supervisory framework that governs these players.

To maintain the quality and reputation of the fi nancial institutions in Labuan IBFC, Labuan FSA had 

reviewed and raised the entry requirements for investment banking effective October 2009. This is 

to further strengthen the investment banking activity and to ensure that investment banks have the 

necessary capacity and capability to withstand global developments and comply with the international 

accepted standards. In this regard, banking institutions, and corporations with the necessary expertise 

and experience in fi nancial industry with at least three years of good track records and regulated by an 

Authority in their home country would be allowed to establish an investment bank in Labuan IBFC.

In November 2009, Labuan FSA has been admitted by the International Organization of Securities 

Commissions (IOSCO) as a signatory in Appendix B of the MMoU. This is a recognition of Labuan FSA’s 

commitment to meet international standard and best practices in securities industry. As a signatory 

of the MMoU, the capacity of Labuan FSA to obtain cooperation from foreign counterparts whom are 

also signatories is further enhanced. Labuan FSA is committed to take necessary action to become full 

signatory of the MMoU.
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(i) New Legal Framework

The year 2009 set another milestone for Labuan IBFC when the new legal framework was tabled 
and approved by the Parliament of Malaysia. The new framework provides Labuan IBFC with 
updated legislation that is fl exible and conducive for the conduct of international business. The 
details of the legislative change are provided in the Box Article I.

Among the highlights of the new legislation is the name change from Labuan Offshore Financial 
Services Authority (LOFSA) to Labuan Financial Services Authority (Labuan FSA). This is in line 
with the strategic direction to reposition Labuan as an international business and fi nancial 
centre. Consequently, all reference to the term “offshore” was deleted from Labuan laws and the 
distinction between Labuan and domestic markets was made through the term “Labuan” with 
clear provisions on the applicability of relevant law, domestic or otherwise.

The new laws allowed for a wider range of entities that may be established in Labuan IBFC, such 
as Labuan Protected Cell Companies (PCCs), Labuan Special Trusts and Labuan Foundations. 
The introduction of the Labuan Foundations Act 2010 represented a signifi cant effort to further 
diversify the business structures offered in Labuan IBFC to global investors. This would enable 
investors from civil law countries to enjoy the benefi ts offered in Labuan IBFC by using foundation 
as a viable alternate to trusts. The introduction of the new entities are set to spur growth in 
captive, mutual funds and private wealth management.

The amendments in Labuan Companies Act 1990 encapsulated modern development in company 
law that have been adopted by many fast growing and well developed fi nancial centres. This 
included the introduction of the no par value concept, amalgamation of companies, reconstruction 
of shares by introducing treasury shares as well as hassle-free winding-up procedures for solvent 
Labuan companies. This would enhance the facilitative and investor-friendly business environment 
in Labuan IBFC.

A notable development is the introduction of the Labuan Islamic Financial Services and Securities 
Act 2010 (LIFSSA). This legislation is designed to cater to the demands of Islamic fi nance, one of 
the fastest growing industries globally. It complements the conventional law for fi nancial services 
i.e. the Labuan Financial Services and Securities Act 2010 (LFSSA) by providing the platform to 
create Shariah-compliant entities and the enhanced roles and functions of the Shariah Supervisory 
Council.

LABUAN FSA CONTINUED TO IMPLEMENT STRATEGIC INITIATIVES WITH THE 
OBJECTIVE OF FURTHER ENHANCING THE VALUE PROPOSITIONS OF LABUAN 
IBFC. THESE INITIATIVES WERE IMPLEMENTED IN LINE WITH THE REPOSITIONING 
OF LABUAN IBFC UNDERTAKEN SINCE 2007. THE RECOMMENDATIONS 
UNDER THE REPOSITIONING WERE DIVIDED INTO FIVE CLUSTERS NAMELY 
THE LEGAL FRAMEWORK, TAX FRAMEWORK, MARKETING, INFORMATION AND 
COMMUNICATION TECHNOLOGY AND ORGANISATIONAL CHANGE.

STRATEGIC INITIATIVES 
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The main objective of the LFSSA was to provide a more fl exible and transparent framework to 
regulate licensed institutions in Labuan IBFC. The “omnibus” approach that was undertaken would 
provide greater transparency to potential investors whilst facilitating business transactions in 
accordance with international standards.

The new legal framework is also designed to ensure that the business practices of Labuan IBFC 
are in compliance with standards set by international standard setting bodies and organisations 
such as the International Monetary Fund (IMF), International Association of Insurance Supervisors 
(IAIS), International Organization of Securities Commissions (IOSCO), Financial Action Task Force 
(FATF) and Organization for Economic Co-operation and Development (OECD). This would enhance 
the capacity of Labuan IBFC to foster closer international cooperation and ensure the continued 
recognition of the high standards implemented in Labuan IBFC.

As the businesses in Labuan IBFC are internationally linked to the rest of the world, it is imperative 
that necessary standards are put in place to maintain the reputation, cleanliness and credibility 
of the fi nancial centre. In essence, the revamped legislation marked a major watershed point for 
Labuan IBFC and set the strategic direction for the future.
 
(ii)  Tax Framework  

One of the key positive changes in the review of laws for Labuan IBFC was in relation to tax which 
was designed to enhance the incentives for business conducted out of Labuan. The key changes 
in the Labuan Business Activity Tax Act 1990 are as follows:

• Lifting of restriction on shipping operations but limited to only operations carried out in 
 Labuan or outside Malaysia.

• Designating of any activity carried out by any Labuan entity as Labuan business activity and 
 approve the carrying out such activities with residents or in Malaysian currency.

• According the same tax treatment for new entities introduced in Labuan IBFC, namely Labuan 
 foundations, Labuan limited liability partnerships, PCCs, whether undertaken under conventional or 
 Islamic principles; and

• Introducing advance tax ruling to grant tax certainty for transactions structured out of Labuan 
 IBFC.

With effect from 1 January 2009 all payments that fall under Section 2(1) (f ) of Income Tax Act 1967 
(ITA) and made by Labuan Companies will be exempted from withholding taxes under Section 
109(f ) of ITA. In addition, several tax exemptions under the ITA were extended up to year of 
assessment 2020 as follows:

• 50% exemption on Labuan and housing allowances for Malaysian citizen employee working in 
 a Labuan entity;

• 50% exemption on gross employment income of non-citizen employees employed in managerial 
 capacity in a Labuan entity;

• 100% exemption on Director Fees of Non-Citizen and Non-Resident Director of a Labuan entity; and

• 65% of statutory income of service providers providing qualifying professional services such 
 as accounting and legal to Labuan entities.

Moving forward, Labuan FSA will continue to ensure that Labuan IBFC remains a fi nancial and 
business centre of high repute and integrity that caters for legitimate businesses.
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(iii) Marketing  

During the year 2009, Labuan FSA and its marketing arm, Labuan IBFC Inc. Sdn. Bhd. (LIBFC Inc.) 
continued to carry out promotional and marketing initiatives in efforts to further promote the 
benefi ts of conducting business out of Labuan IBFC. Labuan FSA participated in several trade 
missions and road shows including those organised by Malaysian Industrial Development Authority 
(MIDA), Malaysia External Trade Development Corporation (MATRADE) and Malaysia International 
Islamic Financial Centre (MIFC). In addition, LIBFC Inc. conducted various international and local 
events, joint seminars and road shows as well as interviews with local and international publication 
agencies focusing on wealth management, leasing, trusts, insurance and investment holding 
companies. With the enactment of the new Acts, Labuan IBFC is well poised to be the preferred 
international business and fi nancial centre in the Asia Pacifi c region.    
 
(iv) Information and Communication Technology  

In 2009, Labuan FSA embarked on several Information and Communication Technology (ICT) 
projects in line with its ICT Strategic Plan to further enhance the delivery system to customers and 
stakeholders. The ICT projects were as follows:

a) myLofsa2

myLofsa2, which is an updated version of myLofsa will be implemented to improve system 
performance, reliability and operational effi ciency of the company registration online link 
between Labuan FSA and trust companies. myLofsa2 provides a complete and integrated 
solution for the submission of documents by trust companies and for facilitating the 
operations of the registrar of department. The system is expected to be fully operational 
in 2010.

b) Statistic Management System

Statistic Management System (SMS) is a system that simplifi es the processes for preparation, 
verifi cation, submission, storage, dissemination and analysis of statistical data. The 
SMS provides facilities for submission of data through the Internet, comprehensive data 
validation features and automatic messaging features to remind reporting institutions of 
submission deadlines and to generate acknowledgement upon receipt of data. Among the 
benefi ts of having SMS are the ability to do in-depth analysis of data as and when needed 
so that decisions can be made and actions can be taken in a timely manner, users can 
generate and tailor reports according to their requirements and relevant information from 
the data can be published on Labuan FSA’s website automatically.

c) Web Content Management System

Web Content Management System (WCMS) is a system that ensures website contents are 
accurate and up-to-date by simplifying the task of updating and facilitating the creation of 
a dynamic website. The system enables non-technical staff from various departments to 
update the website to ensure the information is current and reliable.

d) Human Resource Management Information System

The Human Resource Management Information System (HRMIS) is a systematic and 
holistic approach to human capital management, incorporating all areas of HR functions. 
The system provides a more effective decision making process enabled by easy access to 
and processing of integrated data sources. It is a web-based system for convenience of 
access to HR information. It improves operational effi ciency by automating key processes 
including electronic forms submission and approach.
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ISLAMIC FINANCIAL SERVICES 

The Islamic fi nance industry in Labuan IBFC continued its positive development across all four 
main sectors namely the banking, retakaful, private funds and capital markets. The Islamic 
banking sector in Labuan remained well capitalised. The retakaful sector maintained its double 
digit growth rate of more than 40.0% over the past three years, a refl ective of the strong demand 
and high business potential the sector has to offer. The industry also saw new entrants from the 
conventional reinsurance companies and intermediaries embarking on shariah-compliant activities 
through the formation of Islamic windows.

Labuan FSA is committed to further enhance the breadth and depth of the takaful and retakaful 
sectors in Labuan IBFC by creating greater linkages with the international fi nancial system. 
The efforts to increase capacity among the retakaful players would be enhanced with greater 
participation of global retakaful players as members of the Global Takaful Group (GTG), which is 
based in Labuan IBFC. The growing membership that came from more than 30 countries provided 
the drive for the establishment to create business capacity. Labuan FSA is facilitating the GTG 
initiative to set up a Lloyds Retakaful Syndicate (LRS). The GTG is a viable platform for regional 
cooperation in enhancing inter-linkages among global takaful players. This would also raise the 
profi le of MIFC.

Regulatory Strength and Conducive Shariah Compliant Business Environment

The positive development of Islamic fi nancial industry in Labuan IBFC was a result of the regulatory 
strength and conducive business environment for Shariah-compliant businesses. Continuous 
reviews have been undertaken to enhance the regulatory and business framework in order to 
meet market demands whilst ensuring market practices are at par with international standards.

The development of the Islamic fi nancial market requires regular engagements with the industry 
players to ensure that strategic actions undertaken are market oriented. It is also necessary to tap 
on the expertise and knowledge of industry players. The consultative approach was operationalised 
through the establishment of the Shariah Supervisory Council (SSC) and the Islamic Financial 
Committee (IFC) that comprised Shariah scholars and industry practitioners. Many successful 
business structures and strategic decisions were put forward by these bodies to enhance Islamic 
business in Labuan IBFC. In addition, Labuan FSA holds regular engagements with industry players 
through the industry associations for information dissemination and to obtain feedback on the 
business and regulatory framework of Islamic fi nance.

Labuan IBFC succeeded in attracting many global players to establish their operations in Labuan. 
This spurred the need for continuous legal updates or changes on the legislation to create a more 
facilitative, fl exible and frictionless environment for businesses to prosper. Realising this, Labuan 
IBFC’s legislation was reviewed in 2009 to address business and legal impediments for the players 
to offer a wider range of Islamic fi nancial products and services. The enactment of the LIFSSA 
is set to enhance the competitiveness of Labuan IBFC by streamlining the licensing of Islamic 
fi nancial institutions and expanding products and services offerings including Shariah-compliant 
trust, foundation and captive.

Islamic fi nancial services in Labuan IBFC has also benefi tted from the unwavering support of 
the Malaysian government. In the Budget 2010 announced in September 2009, the government 
introduced several new incentives for Islamic fi nance aimed at providing further clarity on tax 
treatment for Islamic fi nancial instruments issued out of Labuan IBFC. The new incentives ensure that 
conventional fi nance and Islamic fi nance are treated on the same basis, thus reducing compliance 
costs and removing unnecessary impediments for Shariah-compliant businesses to take place.
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Enhancing Visibility in the International Markets

In the international fi nancial market arena, Labuan FSA played an active role in the area of 
global convergence to establish, develop and promote Islamic capital and money market via 
the International Islamic Financial Market (IIFM) in which Labuan FSA sits as a permanent Board 
member. Following the success of the Master Agreement in Treasury Placement (MATP) that 
facilitates Over-the-Counter (OTC) Commodity Murabahah transactions, IIFM would be issuing 
another standard document, the Tahawwut (Hedging) Master Agreement (TMA). This will be the 
fi rst global cross-border Shariah-compliant standard legal document for OTC derivatives in the 
Islamic fi nancial market. The TMA is a collaborative effort between IIFM and the International 
Swaps and Derivatives Association (ISDA).

Labuan FSA also actively participated in the working committee under the Memorandum of 
Understanding (MoU) between the Islamic Development Bank (IDB) and the Government of 
Malaysia. Labuan FSA spearheads the Task Force on Mobilisation of Funds (TFMF). The TFMF, 
comprising of representatives from Labuan FSA, Bank Negara Malaysia (BNM), Bursa Malaysia and 
the IDB, has been undertaking efforts to enhance further investment and mobilisation of funds 
among Islamic countries. This includes programmes on sharing of technical know-how pertaining 
to structuring Islamic fi nancial instruments.

The annual Labuan International Islamic Finance (LIIF) Lecture Series IV was graced by the Regent 
of Perak, Raja Nazrin Shah Ibni Sultan Azlan Muhibuddin Shah who presented a paper on “The 
Road Ahead for Islamic Finance” (Featured in the Box Article II). This annual event is organised 
to feature prominent personalities and experts in the fi eld of business, economics and fi nance 
with the main objective of further developing the understanding of Islamic fi nance concept and 
discovering new opportunities in the Islamic fi nance market. Labuan industry players, relevant 
government agencies, fi nancial regulators and authorities, academicians and scholars, and the 
global business community attended the event that provided a platform for exchanging views and 
discussions on Islamic fi nance industry.

Moving forward, Labuan IBFC aims to become a vibrant and progressive international business and 
fi nancial centre for Shariah-compliant activities. Efforts towards this end have been undertaken 
through the enhancement of the regulatory framework, improvement in critical internal processes 
and continuous capability development. This is complemented by improvements in areas 
of governance, risk management, research and development as well as internal and external 
communication. Labuan FSA remains steadfast in ensuring that Labuan IBFC continues its 
positive momentum in contributing signifi cantly towards strengthening Malaysia’s position as an 
international Islamic fi nancial centre.
 

HUMAN CAPITAL DEVELOPMENT 

As Labuan FSA continues to attract, develop, motivate and retain current and potential employees, 
it embarked on Human Capital Development (HCD) programme which is regarded as a core 
developmental initiative of human capital management. The HCD programme represents an 
investment on people to enhance the growth of Labuan FSA and in turn the overall economic 
growth of Labuan IBFC.



LABUAN FSA ANNUAL REPORT 2009 79

Through systematic and targeted human capital management processes, Labuan FSA administered 
performance management, training and development, promotions, rewards and recognition, 
recruitment, succession planning and compensation and benefi ts. These are embodied in 
Employer Value Proposition. By implementing these initiatives and policies, the ability to provide 
for developmental opportunities, energised work environment and a fl exible rewards and benefi ts 
scheme will be signifi cantly enhanced. Labuan FSA recognises that high employee engagement 
leads to a high performance organisation.
 
 
 

Labuan FSA’s approach to compensation and career development is designed to recognise merit, 
support personal contribution and professional development and align the interest of employees 
and stakeholders. This is a key part in the implementation of the human capital strategy.

Compensation and Benefi ts 

Labuan FSA’s approach has been developed according to the principles that compensation should be: 

• Based on performance; 
• An incentive for employees to create value; and
• Aligned with market. 

This would assist in achieving the following objectives:

• Attract and retain employees and motivate them to achieve results with integrity and fairness;

• Reward and recognise individual employee contributions that benefi t the entire organisation;

• Support a performance culture that is based on merit and differentiates and rewards excellent 
 performance; and

• Ensure employees create sustainability value for our stakeholders.

Employer Value Proposition

It is the policy of Labuan FSA to continue investing in training and development programs to 
enhance the skills and capabilities of staff. This is to drive performance change by advancing 
competencies through developing communication and leadership skills and increasing employee 
engagement. Team work dynamics are emphasised in these programs. Staff are provided with 
ample training opportunities through participation in courses, seminars and workshops by agencies 
such as BNM, Institut Bank-Bank Malaysia, Financial Stability Institute and International Centre for 
Education in Islamic Finance and other recognised institutions.
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In addition, Labuan FSA’s internal Reinforcement Education Program was organised throughout the 
year to provide employees with the opportunity to learn from in-house experts. In these programs, 
selected head of departments would impart knowledge based on their fi elds of expertise. This 
program provides a platform for knowledge sharing amongst staff and for coaching and mentoring.

As at 31 December 2009, Labuan FSA has a total of 97 (2008: 93) full time employees. Recruitment 
initiatives are being done to attract the best talents to drive the development of Labuan IBFC. 
Labuan FSA remains committed to human capital development to enhance employee performance 
and Labuan FSA’s role as a credible and effective regulator in Labuan IBFC.

CORPORATE SOCIAL RESPONSIBILITY 

Labuan FSA continued to practise good Corporate Social Responsibility (CSR) in its commitment 
to good business practices and standards, based on ethical values and respect to employees, the 
community, the environment and stakeholders. During the year, Labuan FSA organised various 
outreach programs that benefi tted key stakeholders as well as the Labuan IBFC community 
through its CSR initiatives. Labuan FSA had also inculcated a balance between good business and 
moral ethics amongst its employees.

The followings were some of the activities carried out in 2009:

Community Relationship

The “LOFSA Run” is a yearly event that has attracted interest and participation not only from the 
Labuan community but also participants from outside Labuan. The event underlined the affi nity and 
relationship between Labuan FSA and the Labuan community, and the close collaboration between 
Labuan FSA and various Government and private agencies in Labuan. In 2009, the LOFSA Run was 
held in conjunction with the 25th Silver Jubilee of the Federal Territory of Labuan and attracted 
wider interest with more than 3,000 participants. Funds and donations raised from the event were 
channeled to several charitable organisations such as the Labuan Special Olympic Organisation, 
Handicapped Children, Senior Citizens Association and Association for the Orphanage.

Labuan FSA also supported various charitable events and sporting activities including the 25th 
Silver Jubilee of the Federal Territory Golf Tournament, the MAKSAK Tenpin Bowling Competition 
and Labuan Cricket Association’s Six-A-Side Cricket Tournament.

Education Programs

Labuan FSA advocates and encourages the pursuance of education as refl ected in the various 
educational and awareness programs organised in 2009. Labuan FSA also hosted the meeting on 
National Coordinating Committee on Anti-Money Laundering for various enforcement agencies in 
Malaysia, with the aim of sharing knowledge and expertise among industry players. A workshop on 
the Development and Analysis Methods Related to Anti-Money Laundering Exercises was organised 
for Labuan industry players as part of the education program to develop greater understanding 
and awareness on the subject.

Labuan FSA fully supports the academic programs of the Universiti Malaysia Sabah, Labuan 
International Campus (UMS-KAL)through an incentive scheme to reward those who have excelled 
in their education. Labuan FSA gives out annual “Excellence Awards” to outstanding graduates of 
UMS-KAL. Labuan FSA had also engaged UMS to conduct research. Staff of Labuan FSA are also 
encouraged to participate in lecture programs in the UMS School of International Business and 
Finance. University students were also given the opportunity to undergo practical attachment and 
training programs in Labuan FSA.
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Staff Welfare

In order to achieve a healthy work-life balance for employees, Labuan FSA had organised various 
sports, charitable and recreational activities amongst its employees through its Staff Recreational 
and Welfare Club. This is part of Labuan FSA’s plan to build trust, confi dence and generate 
teamwork among employees.

For staff personal development, Labuan FSA offers scholarships for those who wish to pursue 
further studies in related fi elds. This is part of Labuan FSA’s efforts to enhance knowledge and 
skills amongst staff.
 
Health and Safety 

Investing in and promoting a healthy and safe environment are part of Labuan FSA’s moral and 
social responsibilities to its stakeholders, in particular to its employees, investors and visitors. 
During 2009, Labuan FSA embarked on continuous improvements to integrate health and safety 
measures into all aspects of work activities including talks on safety and health.
 

LABUAN INTERNATIONAL SCHOOL 

Labuan FSA has been managing and fi nancing the Labuan International School (LIS) since 1999. 
The school comprises three components, namely:

• International School, with primary and secondary level education based on the British National 
 Curriculum for foreign students;

• Sekolah Sri Labuan, a private school that offers both the Malaysian Integrated Primary School 
 and Malaysian Integrated Secondary School curriculum; and

• Tadika Manjaria, a preschool education for local and foreign children ages fi ve and six.

The support of the Malaysian Government had been critical to the development and improvements 
of LIS. These improvements included upgrading of the school’s facilities and infrastructure such 
as a half-Olympic-sized swimming pool, smart boards and computers, as well as additional 
classrooms.

The LIS is an important infrastructure facility to provide quality education for both local and 
expatriate community residing in Labuan, and subsequently enticing more expatriates to reside in 
Labuan. A new and modern school building is currently under construction and is expected to be 
completed by mid-2011. The new school would boost a state-of-the-art auditorium for performing 
arts, academic and administration block, computer-aided learning facilities and other educational 
amenities.

At the end of 2009, the school had a total of 281 students, an increase of 37.0% from 205 
students in 2008, comprising both local and foreign students. The number of foreign students 
increased by 30.0%, which illustrates growing support of the community to the school. The quality 
of education coupled with modern facilities, have transformed LIS into a school of international 
standard, gaining it a reputation as the preferred school in Labuan. Labuan FSA is committed to 
transforming LIS into the international school of choice.
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INTRODUCTION 

The repositioning of Labuan IBFC in 2007 was undertaken to identify an appropriate business 
model for Labuan IBFC. One of the major recommendations was to review the existing laws in 
order to create a more facilitative, frictionless and fl exible framework. Labuan FSA also undertook 
benchmarking exercises of several established and reputable international fi nancial jurisdictions 
to update the laws for Labuan in line with latest developments. While the new legislation is 
geared towards further enhancing business opportunities in Labuan IBFC, it also encompasses 
international standards and best practices to maintain the status of Labuan IBFC as a well-
regulated centre with strong corporate governance and high international supervisory standards.

KEY FOCUS OF THE LEGAL REVIEW 

 
 
 
 

The holistic review of the regulatory framework focuses on four main areas namely:

• To update the laws in line with modern development and current industry needs as well as 
 widen the scope of products and services offered through Labuan IBFC;

• To enhance Labuan IBFC’s competitive and business-friendly environment through enhancement 
 of the delivery system and simplifi cation of business requirements;

• To facilitate a systematic and dynamic supervisory framework for Labuan FSA in ensuring 
 the institutions operating in Labuan IBFC operates in a safe and sound manner in line with 
 high standards of professionalism and prudent business practices; and

• To maintain the integrity of Labuan IBFC through a sound and solid legal framework that is 
 in accordance with international standards and best practices on transparency, governance 
 and anti-money laundering.

THE NEW LEGAL FRAMEWORK 

The new legal framework which consists of four amended Acts and promulgation of four new Acts 
was designed to ensure the continuing recognition of the integrity of Labuan IBFC in accordance 
with international standards and best practices propagated by international standard setting 
organisations such as International Monetary Fund (IMF), World Bank, Financial Action Task Force 
(FATF), Asia/Pacifi c Group on Money Laundering (APG) and Organization for Economic Co-operation 
and Development (OECD). It also sought to improve the delivery system for Labuan IBFC and 
update the legal framework in line with modern development and current industry needs with the 
objective of ensuring that Labuan IBFC remains competitive, relevant and business-friendly.

HIGHLIGHTS OF THE NEW LEGISLATION OF LABUAN IBFC
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SIGNIFICANT CHANGES IN THE AMENDED ACTS 

1. Labuan Financial Services Authority Act 1996

The Labuan Financial Services Authority Act 1996 was amended to streamline the supervisory 
and regulatory roles of the Labuan Financial Services Authority (Labuan FSA) so as to be 
in line with international best practices. The Act was also amended to eliminate existing 
ambiguous provisions which have impeded the effectiveness and effi ciency of Labuan FSA in 
undertaking its function as a one-stop regulatory agency.

The key changes under this Act are the broadening of the scope of Labuan FSA’s statutory 
objectives and functions, and empowering Labuan FSA to issue guidelines, directives and 
advisories. Other new provisions in the Act include gathering of information from Labuan 
institutions and the sharing of such information with other enforcement agencies. The Act has 
also expanded the supervisory and enforcement powers of Labuan FSA.

2. Labuan Companies Act 1990

The establishment and operation of companies in Labuan IBFC is regulated under the Labuan 
Companies Act 1990. The recent amendments to this Act repealed and replaced the existing 
provision dealing with the winding-up of companies, simplifying and updating the law in line 
with the modern international standards such as the introduction of no par value shares, no 
authorised capital, amalgamation of companies, permitting companies limited by guarantee, 
and fl exibility in the shareholding and capital structures. The registration of Labuan companies 
and its constituent documents is allowed in any language or character.

Additional fl exibilities are accorded to Labuan companies in terms of dealing with Malaysian 
residents, having controlling interest in Malaysian domestic companies, undertaking shipping 
operations and co-locating in designated areas in Malaysia. The amendments also introduced 
new corporate structures including the Labuan protected cell companies which provide 
additional fl exibility and security for international investment mainly for captive and fund 
activities.

3. Labuan Trusts Act 1996

The Labuan Trusts Act 1996 (LTA) was amended to facilitate the adoption of the latest concepts 
in equity and trusts in Labuan IBFC while serving as a platform to modernise the application 
of trusts and enhance the regulatory framework to accord more transparency and improve the 
overall system.
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The LTA facilitates more effective trust administration through updating of the trustee’s powers 
and duties; defi ning the role of protector; and the recognition of purpose trusts, charitable 
trusts and protective trusts to cater for the fast-changing investment environment. A salient 
introduction to the Act is the provision allowing residents to establish trusts for their non-
Malaysian assets whilst foreigners can be a settlor or benefi ciary for Malaysian assets. The Act 
further allows trusts to have perpetual duration which means that a trust can be created for 
an unlimited period. The settlor also may have certain reserved powers in the Labuan trusts.

An innovative feature of the LTA is the introduction of the Labuan Special Trust which is a 
special form of trust that caters for the succession of shares in companies and disengages 
trustee from management responsibilities of the trust. The introduction of the Labuan Special 
Trust is intended to provide opportunities to those who wish to establish a trust to hold 
shares in a company but felt disinclined to do so due to the rigidity of the “prudent man of 
business” rule.

4. Labuan Business Activity Tax Act 1990

The amendments in Labuan Business Activity Tax Act 1990 (LBATA) are mainly consequential 
to the new legislation particularly pertaining to the new defi nition of Labuan business activity. 
The tax treatment under LBATA is now extended to include new Labuan entities that have been 
introduced in Labuan IBFC, namely Labuan foundations, Labuan limited liability partnerships, 
Labuan protected cell companies, Labuan Islamic foundations, Labuan Islamic partnership, 
Labuan Islamic protected cell companies and Labuan entities undertaking shipping operations 
carried out in Labuan or outside Malaysia.

The Act empowers the Minister of Finance to designate any activity carried out by Labuan 
entity as Labuan business activity, hence accorded tax treatment under LBATA. In addition, 
a signifi cant feature of the Act is that Labuan entities are now allowed to seek tax certainty 
through advance tax rulings from the Inland Revenue Board (IRB), on specifi c structures 
transacted out of Labuan IBFC.

The Act also allows IRB to have direct access of information from Labuan entities and share 
information obtained under the Act with foreign competent tax authority under Double Tax 
Agreement signed and concluded by Malaysia.

THE NEW ACTS 

5. Labuan Financial Services and Securities Act 2010 

The omnibus Labuan Financial Services and Securities Act 2010 (LFSSA) consolidates the 
Offshore Banking Act 1990, Offshore Insurance Act 1990, Labuan Trust Companies Act 1990, and 
Labuan Offshore Securities Industry Act 1998, into one comprehensive Act. The Act provides 
for the regulation and administration of fi nancial services and securities industry including 
securities, mutual funds, market intermediaries, Labuan trust company, Labuan banks, Labuan 
insurance companies, company management, exchanges and self-regulatory organisation.

A major feature of this omnibus Act is the elevation of the power of the Minister of Finance 
as the appellate authority in matters relating to all businesses in Labuan IBFC. Other key 
provisions of the law include the introduction of a new securities license for investment 
advisory and administrative services, Labuan private trust company, Labuan managed trust 
company and self-regulatory organisation. The Act also streamlines procedures and simplifi es 
administrative requirements to enable Labuan FSA to enhance its delivery system.

HIGHLIGHTS OF THE NEW LEGISLATION OF LABUAN IBFC
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6. Labuan Foundations Act 2010 

The new Labuan Foundations Act 2010 serves to complement and enhance the wealth 
management industry in Labuan IBFC and to address the needs of clients from civil law 
jurisdictions. This is consistent with Labuan FSA’s efforts aimed at establishing a legal 
framework that is attractive to international investors.

The Act introduced a civil law concept into the traditionally common law system in Labuan 
IBFC. Foundations are seen as appealing to investors from countries with civil law tradition 
that are often unfamiliar with trusts and more comfortable with the contractual obligation 
under foundation. As such, foundations are expected to appeal to countries especially Middle 
East, Indonesia, Thailand and China which practise civil law.

The Act addresses all key issues regarding the formalities, administration and juridical nature 
of Labuan foundations. In particular, the Labuan foundation preserves confi dentiality whilst 
providing clients an alternative vehicle through which to successfully plan for the future. The 
Act also states that a Labuan foundation is not subject to foreign claims or judgements for 
divorce, succession rights and claims of creditors.

7. Labuan Limited Partnerships and Limited Liability Partnerships Act 2010 

The Labuan Limited Partnerships and Limited Liability Partnerships Act 2010 enhances the 
provisions relating to the establishment and operation of Limited Partnership and introduced 
a new form of business vehicle namely the Limited Liability Partnerships (LLP). A Labuan LLP 
is a partnership in which the partners have limited liability. It features elements that combine 
both partnership and corporation. Labuan LLP is a vehicle suitable for businesses where 
all investors wish to actively participate in management, without being personally liable 
for another partner’s liabilities arising from negligence or misconduct. This is different from 
typical company shareholders who are not entitled to actively participate in the company’s 
management or Labuan Limited Partnerships where limited partners act only as the passive 
limited investors in the partnership.

8. Labuan Islamic Financial Services and Securities Act 2010 

The introduction of the Labuan Islamic Financial Services and Securities Act 2010 (LIFSSA) 
signifi es a landmark achievement for Labuan IBFC as a major business and fi nancial centre 
that caters to the specifi c requirements of Islamic fi nance industry covering banking, takaful, 
retakaful, sukuk issuance, trusts and fund management. Though largely similar to the 
conventional LFSSA, the LIFSSA provides a greater degree of comfort for investors in Islamic 
fi nancial activities as it is a dedicated piece of omnibus legislation that serves to ensure 
compliance with Islamic Shariah principles in modern business times.

A key change is the elevation of the Shariah Advisory Council to Shariah Supervisory Council 
(SSC). Among the functions of SSC that are outlined in the Act include to ascertain the Islamic 
law in relation to any business regulated in Labuan IBFC that are referred to the SSC, and any 
rulings made by the SSC can be used as reference by the court in arriving at a decision.
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This is an extract from the speech delivered by HRH Raja Nazrin Shah Ibni Sultan Azlan Muhibbuddin Shah, 

the Regent of Perak Darul Ridzuan, Malaysia at the Labuan International Islamic Finance Lecture Series IV on 

6 November 2009.

From humble beginnings more than thirty years ago, Islamic fi nancial institutions now have a 
discernible presence in the international fi nancial system. They have ‘come of age’. Islamic fi nance 
has not only gained a strong foothold in western economies, it is also assuming growing importance 
within mainstream international fi nance. An increasing number of international fi nancial centres 
in the west, eager to profi t from the lucrative Islamic fi nance business, are tapping into investors’ 
appetite for Shariah-compliant products and services. Financial centres such as London, Hong 
Kong and Singapore have already made the raising of Islamic fi nance a part of their activities, and 
are aspiring to join the ranks of the more established fi nancial centres like Kuala Lumpur, Dubai 
and Bahrain. The assets of Islamic fi nancial institutions worldwide are currently valued at between 
USD700.0 billion and USD1.0 trillion. The Shariah-Fortune database lists 810 companies, operating 
in 50 countries worldwide, offering Shariah-compliant fi nancial products and services.

STAGES OF GROWTH

The fi rst stage needs little elaboration and has to do with the establishment of the viability of 
Islamic fi nance. The fact that many conventional fi nancial institutions have opened Islamic fi nance 
windows and established subsidiaries specialising in Islamic fi nance speaks volumes about its 
viability in the modern age. If establishing the viability of Islamic fi nance was the fi rst stage, the 
second stage, which is where we are now, is to establish its stability. Following the global fi nancial 
meltdown and the ensuing global economic recession, many commentators have highlighted the 
natural attractions of Islamic fi nance. The conventional fi nancial system has many times shown 
a tendency to be unstable, and dramatically so in the past year. In contrast, Islamic fi nancial 
institutions have been better able to weather the sharp collapse of asset prices.

The greatest challenge facing the international fi nancial system today is the restoration of 
trust and confi dence. Trust and confi dence will not return as a result of more complex fi nancial 
engineering and more sophisticated mathematical models. They may not return fully with stricter 
laws and more aggressive enforcement. Regulations can punish bad behaviour but they cannot 
instigate good conduct. Trust and confi dence will only return when fi nancial transactions are 
based on sound and mutually benefi cial principles. Islamic fi nance has well-known characteristics 
that allow for more non-exploitative, equitable and productive means of raising capital. These 
include the prohibition against interest (or riba), excessive risk-taking (gharar) and speculation 
(maysir). These features have contributed to the creation of a system of fi nancial intermediation 
that is inherently more stable.

THE ROAD AHEAD

The global fi nancial crisis has opened a substantial window of opportunity for the advantages of 
Islamic fi nance to be showcased. The third stage is one that represents a signifi cant challenge, 
and that is to deepen the acceptability of Islamic fi nance not only to the Muslim community 
but also to the non-Muslim world. In fact, even expanding its reach to a greater number of the 
global ummah presents a tremendous growth opportunity. Muslims account for 20% of the global 
population, but Islamic fi nance accounts for less than one percent of global fi nancial instruments. 
In countries where the industry is most advanced like here in Malaysia and in Saudi Arabia, 
conventional assets far outstrip Islamic assets.

THE ROAD AHEAD FOR ISLAMIC FINANCE
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The growth potential of the industry is more apparent in consideration of its prospective non- 
Muslim market. While conventional fi nance cannot serve those who demand Shariah-compliant, 
Islamic fi nance can serve everyone – and as revealed in the wake of the fi nancial crisis, it can 
do so more consistently and more reliably. This third stage therefore is a critical one if Islamic 
fi nance is going to be a growing infl uence in the years to come. I believe that in order to make 
the transition, we will have to be much more deliberate in charting our course and our strategies. 
In many respects, the easy part of the road is behind us; we now face the task of negotiating the 
more diffi cult winding and uphill portions. Insyallah, we will be able to bring the resources and 
co-operation needed, and will succeed.

INNOVATION

In engaging the third stage of the journey, the fi rst challenge is to respond to current global 
needs, without losing sight of the principles upon which Islamic fi nance is based. Islamic fi nance 
emerged in response to the needs of Muslim consumers, but like conventional fi nance, it is a 
profi t-seeking industry, albeit one which follows a different code and set of rules. Because Islamic 
fi nancial institutions are profi t-seeking institutions, they have to be organised and managed in 
keeping with the best corporate and commercial practices. Among these is the need for continual 
product innovation. If they are really to be a different model of fi nancial intermediation, they must 
have presence, and for that, they must stand out. Coming at a time when even the strongest 
conventional banks have suffered a great loss of reputation, Islamic fi nancial institutions must be 
models of excellence in every respect.

Innovation should trump imitation. If Islamic fi nancial instruments do no more than imitate 
conventional fi nancial products, they would not refl ect the uniqueness of Islamic fi nancial 
intermediation. Their edge and differentiating factors would become diluted. Replicating conventional 
structures is also destabilising in the long run, especially since the quantum of risk in the Islamic 
structure is very much different under Shariah. The current fi nancial turbulence is a prime illustration 
of the probable disruptive effects of unbridled adaptation of conventional models.

The increasing shift of attention toward Islamic fi nance means we should continually come up 
with new and innovative instruments of fi nancial intermediation. In the past few years, original 
and sophisticated deals and structures have been offered on a global scale. Sukuk is probably the 
most important innovation so far and I am proud and happy to acknowledge Labuan FSA’s role in 
launching it. It has become the preferred method of fi nancing for governments and corporations 
alike. Advancement in areas of Islamic securitisation, private equity and real estate investment 
trust represents the new wave of product innovation.

While on this subject, let me take a minute to highlight a subject of particular and personal interest. 
Contemporary Islamic fi nance has largely been disengaged from its socio-economic aspects. One 
instrument that ties the two together is waqf or Islamic endowments. Traditionally, revenue from 
waqf has been used for building and maintaining religious buildings. This, however, is changing. 
As an Islamic public fi nance instrument, waqf has the potential to be both a source of fi nancing 
and a mechanism for wealth distribution. From an economic view point, waqf can be looked upon 
as a savings-investment mechanism where funds are diverted from consumption and invested in 
productive assets that provide either usufruct or revenue for future consumption. Proceeds are 
now being used for building hospitals, universities and commercial complexes. It can be even 
used to facilitate microfi nancing. Such innovative uses have assisted in unlocking its economic 
potential, as well as its philanthropic objectives.
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As new Islamic fi nancial instruments continue to pervade the global fi nancial markets, it is 
important that innovation in turn does not dilute the authenticity of Shariah. Newcomers to the 
industry, whether players or products, have bearing upon the reputation of the entire industry. 
It is imperative in going forward, that only the scrupulous and the compliant are welcomed 
as participants, and that the true essence of Islamic fi nance is at all times upheld. Therefore, 
new fi nancial instruments and practices must be infused with intimate knowledge of Islamic 
jurisprudence as well as the inner workings of banking and fi nance.

CONVERGENCE AND HARMONISATION

The second challenge in the road ahead is to ensure greater alignment and convergence across 
national jurisdictions. This includes the harmonisation of Shariah standards and regulatory 
practices. Without it, there will not be the consistency and predictability needed to ensure deep 
and liquid international Islamic fi nancial markets. Convergence towards some standards has grown 
and this is expected to increase in the future. But still more needs to be done. For example, mutual 
recognition of fi nancial standards and products in different jurisdictions is still low. Standards 
issued by standards-setting bodies depend on voluntary adoption and are not legally enforceable. 
Some jurisdictions have adopted them but others only use them as guidelines. Standard regulatory 
practices must be harmonised if Islamic fi nancial markets are to integrate smoothly into the global 
fi nancial system.

The global fi nancial crisis has underscored the need for concerted commitments by authorities and 
regulators at the national and international level to institute policies, regulations and governance 
mechanisms to address transparency, prudence, risk management and accountability issues. With 
increased integration of Islamic fi nancial markets into the global fi nancial system comes the 
added possibility of contagion effects. This poses a new set of challenges for Islamic fi nancial 
regulators and industry to rethink stability and governance policies. Just as Islamic fi nance stresses 
the principle of partnership between the parties to the transaction, so should there be a strong 
spirit of partnership among countries promoting Islamic fi nance, their regulators and fi nancial 
institutions. Cooperation and smart partnership amongst international fi nancial centres ensure the 
stability of the international Islamic fi nancial system.

INSTITUTIONAL STRENGTHENING

The third challenge in moving forward is to fortify the institutional foundations that will sustain 
the Islamic fi nancial sector. We are fortunate to already have a supporting architecture to promote 
sound regulation and development. International boards such as the Islamic Financial Services 
Board (IFSB), the Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) 
and the International Islamic Financial Market (IIFM) are important initiatives towards developing 
international best practices for the industry. 

As the global fi nancial architecture undergoes structural reforms, the Islamic fi nancial services 
industry will have to follow suit. A result of the global fi nancial crisis has been the increasing 
scrutiny of fi nancial institutions by regulators and international organizations. As Islamic fi nance 
becomes an integral part of the fi nancial mainstream, it will be increasingly exposed to requirements 
of transparency, good governance, information-sharing and cooperation promoted by international 
bodies.

THE ROAD AHEAD FOR ISLAMIC FINANCE
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There is also a great need to enhance skills sets at both ends of the spectrum. Collaborative 
efforts among stakeholders are especially critical in the area of capacity building and human 
capital development. This calls for a systematic and goal-directed framework in order to develop 
a pool of high calibre Islamic fi nance professionals. The industry, however, currently lacks a global 
industry body to oversee standardisation of continuous education and training to break the 
human resource bottlenecks that are holding back advancement in virtually all areas.

I am pleased to note that Malaysia has taken a lead role in talent development by establishing 
the International Centre for Education in Islamic Finance (INCEIF), the fi rst ever Islamic fi nance 
university. Another strategic initiative by the Malaysian government is the setting up of a think tank, 
the International Shari’ah Research Academy for Islamic Finance (ISRA), with the aim of promoting 
better understanding of the different regulatory and supervisory regimes across jurisdictions. 
These strategic initiatives to advance human capital development and Shariah harmonisation 
refl ect the full commitment of the Malaysian government to the progress of the industry. Such 
efforts must be intensifi ed to create a signifi cant support system for the industry, which will 
ensure its continued viability and overall success.

CONCLUSION

The structural break in the thinking about fi nancial markets as a result of the global fi nancial 
turmoil offers Islamic fi nance a unique opportunity to present itself as a fi nancial system that is 
more resilient to the very forces that brought about the crisis in the fi rst place. We must not let this 
opportunity slip by. Going forward, we must ensure that the investments we make are sustainable, 
that they promote productive economic activity, thereby creating real value for society.
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