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OFFSHORE BANKING ACT 1990 
(Act 443) 

 

An Act to provide for the licensing and regulations of persons carrying on offshore banking business and offshore 
financial business and for matters incidental thereto or connected therewith. 

[1st October 1990] 

 

BE IT ENACTED by the Duli Yang Maha Mulia Seri Paduka Bagina Yang di-Pertuan Agong with the advice 
and consent of the Dewan Negara dan Dewan Rakyat in Parliament assembled, and by the authority of the same, 
as follows: 

 

PART I 

Preliminary 

 

Short Title And Commencement 

1. This Act may be cited as the Offshore Banking Act 1990 and shall come into force on such date as the 
Minister may, by notification in the Gazette, appoint. 

 

Interpretation 

2.(1) In this Act, unless the context otherwise requires- 

“Bank” means the Labuan Offshore Financial Services Authority established under the Labuan Offshore 
Financial Services Authority Act 1996; 

“Bank Negara Malaysia” means the Central Bank of Malaysia established under the Central Bank of 
Malaysia Act 1958; 

“building credit business” has the meaning assigned to it in the Banking and Financial Institutions Act 
1989; 

“capital funds” means paid-up capital and reserves; 

“constituent documents”, in relation to an applicant under section 5 or a licensed offshore bank, means 
the statute, charter, memorandum of association and articles of association, rules, by-laws, partnership 
agreement, or other instrument, under or by which the applicant or the licensed offshore bank is 
established and its governing and administrative structure and the scope of its functions, business, 
powers and duties are set out, whether contained in one or more documents; 

“corporation” has the meaning assigned to it in the Offshore Companies Act 1990; 

“credit facilities” means- 

(a) any advance, loan or other facility in whatever form or by whatever name called, by the 
giving of which the person to whom the same is given has access, directly or indirectly, to 
the funds of the person giving the same; or 
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(b) any liability whatsoever incurred on behalf of any person; 

“credit token business” has the meaning assigned to it in the Banking and Financial Institutions Act 1989; 

“dealing in securities” has the meaning assigned to it in the Securities Industry Act 1983; 

“derivative financial instrument” has the meaning assigned to it in subsection 2(7) of the Banking and 
Financial Institutions Act 1989; 

“derivative instrument” has the meaning assigned to it in subsection 2(7) of the Banking and Financial 
Institutions Act 1989; 

“development finance business” has the meaning assigned to it in the Banking and Financial Institutions 
Act 1989; 

“director”, in relation to a person specified in the first column of the Schedule, has the meaning set out in 
the second column of the Schedule against such person; 

“electronic fund transfer” means any transfer of funds which is initiated, activated or commenced, 
regardless at which stage it was initiated, activated or commenced, through an electronic terminal, 
telephonic instrument, computer, magnetic tape or other storage device so as to order, instruct or 
authorise any person to debit or credit an amount, and includes transfers initiated, activated, commenced 
or transmitted by telephone, point-of-sale transfers, direct deposit or withdrawals of funds and automated 
teller machine transactions; 

“electronic terminal” means an electronic device, other than a telephone operated by any person, through 
which a person may initiate an electronic fund transfer, and includes point-of-sale terminals, automated 
teller machines and cash dispensing machines; 

“established”, in relation to a person specified in the first column of the Schedule, has the meaning set out 
in the third column of the Schedule against such person; 

“factoring business” has the meaning assigned to it in the Banking and Financial Institutions Act 1989; 

“foreign company” has the meaning assigned to it in the Offshore Companies Act 1990; 

“foreign offshore company” has the meaning assigned to it in the Offshore Companies Act 1990; 

“Governor” means the Chairman of the Labuan Offshore Financial Services Authority appointed under 
section 5 of the Labuan Offshore Financial Services Authority Act 1996; 

“holding company” has the meaning assigned to it in the Offshore Companies Act 1990; 

“home monetary authority” means the relevant supervisory authority of a country or place outside 
Malaysia which exercises functions corresponding to those of Bank Negara Malaysia over the operation 
of a licensed offshore bank; 

“Islamic banking business” has the meaning assigned to it in the Islamic Banking Act 1983; 

“leasing business” has the meaning assigned to it in the Banking and Financial Institutions Act 1989; 

“liabilities” includes debts, duties and obligations of every kind, whether present or future, and whether 
vested or contingent; 

“licence” means a licence granted under section 6(2); 

“licensed Malaysian offshore bank” means a licensed offshore bank which is an office, or a subsidiary, of 
a Malaysian bank; 
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“licensed offshore bank” means an offshore bank licensed under section 6(2); 

“Malaysian bank” means a licensed bank as defined in the Banking and Financial Institutions Act 1989 
or an Islamic bank as defined in the Islamic Banking Act 1983; 

“Minister” means the Minister for the time being charged with the responsibility for finance; 

“office” includes the principal place of business, a branch, an agency, a mobile place of business, a place 
of business set up and maintained for a limited period only, an electronic terminal and any other place of 
business; 

“officer”, in relation to an applicant under section 5, a licensed offshore bank or the Bank, means any 
employee, and includes the chief executive officer of such applicant, offshore bank or the Bank; 

“offshore bank” means a person who carries on offshore banking business or offshore investment 
banking business, as the case may be; 

 “offshore banking business” means - 

(a) the business of receiving deposits on current account, deposit account, savings account, or 
any other accounts as may be specified by the Bank;  

(b) an offshore investment banking business; 

(c) subject to such terms and conditions as the Bank may specify, an Islamic banking business; 

(d) such other business as the Bank, with the approval of the Minister, may specify, 

in any currency other than Malaysian currency; 

“offshore company” has the meaning assigned to it in the Offshore Companies Act 1990; 

“offshore financial business” means - 

(a) building credit business; 

(b) credit token business; 

(c) development finance business; 

(d) leasing business; 

(e) factoring business; or 

(f) such other offshore financial business as may be specified by the Bank, 

in any currency other than Malaysian currency; and 

“offshore investment banking business” means the business of - 

(a) providing credit facilities; 

(b) providing consultancy and advisory services relating to corporate and investment matters 
or making and managing investments on behalf of any person; 
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(c) undertaking foreign exchange transactions, interest rate swaps, dealings in derivative 
instruments or derivative financial instruments or any other similar risk management 
activities; or 

(d) such other business as the Bank, with the approval of the Minister, may specify, 

in any currency other than Malaysian currency. 

“paid-up capital”, in relation to an applicant under section 5 or a licensed offshore bank, means the 
amount of money or other property contributed by its participants for it to carry on business but does not 
include credit facilities granted to it by its participants; 

“participant”, in relation to a person specified in the first column of the Schedule, has the meaning set out 
in the fourth column of the Schedule against such person; 

“registered institution” means a person who is registered to carry on offshore financial business under 
section 23C; 

“related”, in relation to a corporation, means related within the meaning of section 4 of the Offshore 
Companies Act 1990; 

“securities” has the meaning assigned to it in the Securities Industry Act 1983; 

“specify”, where no mode is mentioned, means specify from time to time in writing, and a power to 
specify includes the power to specify differently for different persons; 

“subsidiary” has the meaning assigned to it under section 3 of the Offshore Companies Act 1990. 

(2)  Where any person is required by or under this Act to submit, produce or provide to the Bank any 
information, statistic, return or document, the Bank may specify that the same shall be submitted, produced or 
provided in such form and manner and within such period or at such intervals or times, not inconsistent with any 
provision of this Act or the regulation made thereunder, as the Bank may set out in the specification; and such 
person shall not submit, produce or provide as true or accurate any information, statistic, return or document 
which he knows, or has reason to believe, to be false, inaccurate or misleading. 

 

Functions, powers and duties of the bank 

3.(1) The Bank shall have all the functions and powers conferred, and the duties imposed, on it by this Act and 
the same shall not derogate from, and shall be without prejudice to, the functions, powers and duties conferred on 
the Bank under any other written law. 

(2)   The Bank may authorise any officer of the Bank to perform any of the functions, exercise any of the 
powers, or discharge any of the duties of the Bank under this Act. 

 

PART II 

Licensing Of Offshore Banks 

 

Offshore banking business to be carried on only under licence 

4. No person shall carry on offshore banking business or offshore investment banking business unless- 
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(a) it is an offshore company or a foreign offshore company, established or registered for the 
sole and exclusive purpose of carrying on offshore banking business or offshore investment 
banking business, as the case may be, in the Federal Territory of Labuan; or 

(b) it is a Malaysian bank, 

and holds a valid licence to carry on such business. 

 

Submission of application for licence to Bank 

5.(1) An application for a licence to carry on offshore banking business or offshore investment banking 
business shall be made in writing by or on behalf of the applicant to the Minister by submitting the application to 
the Bank. 

(2)  An application under subsection (1) by- 

(a) an offshore company or a foreign offshore company, established or registered other than for 
the sole and exclusive purpose of carrying on offshore banking business in the Federal 
Territory of Labuan; or 

(b) a Malaysian bank, 

shall, unless otherwise specified by the Bank, be accompanied with the following: 

(a) the constituent documents under which the applicant is established, duly authenticated by 
such director or officer of the applicant in such manner as may be acceptable to the Bank; 

(b) in the case of an application under paragraph (a), a proposed amendment to the applicant's 
constituent documents to the effect that- 

(i) the sole and exclusive object of the offshore company shall be the carrying on of 
offshore banking business in the Federal Territory of Labuan; or 

(ii) the sole and exclusive object of the foreign offshore company in the Federal Territory 
of Labuan shall be the carrying on of offshore banking business, 

as the case may be; 

(c) (i)  where the applicant is a foreign offshore company or a Malaysian bank, a copy of the 
audited balance sheet of the applicant's business; or 

(ii) where the applicant is an offshore company which is a subsidiary of a holding 
company, a copy of the audited balance sheet of its holding company's business; or 

(iii) where the applicant is an offshore company which is not a subsidiary of any 
corporation, a copy of the audited balance sheet of the business of its participants who 
each holds ten per centum or more of the paid-up capital of the applicant, 

for each of the three financial years immediately preceding the date of the application; 

(d)  a statement on the following: 

(ii) the name, place and date of establishment of the applicant; and 

(iii) the principal business and the principal place of business of the applicant; and 
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(iv) the names and addresses of the directors of the applicant and the participants who each 
holds ten per centum or more of the paid-up capital of the applicant; 

(e) in the case of an application by an offshore company, a guarantee secured and an 
undertaking given, and, in the case of an application by a foreign offshore company, an 
undertaking given, by the applicant in respect of its offshore banking business in the 
Federal Territory of Labuan, in such manner and such form as may be acceptable to the 
Bank, and such guarantee and undertaking shall provide, inter alia, that- 

(i) the applicant shall comply with the financial obligations and requirements imposed 
under this Act and shall meet the applicant's liabilities in respect of its offshore 
banking business in, from and through the Federal Territory of Labuan; 

(ii) where the applicant is an offshore company, no participant of the applicant who holds 
ten per centum or more of the paid-up capital of the applicant shall be changed without 
the prior written approval of the Bank and, where the applicant is a foreign offshore 
company, that it shall promptly notify the Bank of any change in its participants who 
hold ten per centum or more of its paid-up capital; and  

(iii) every director or the chief executive officer of the applicant responsible for the 
management of its offshore banking business in the Federal Territory of Labuan shall 
be a fit and proper person and the appointment of such director or chief executive 
officer shall only be made after consultation with the Bank; and 

(f) a statement on the names, addresses, qualifications, working experience and proposed 
positions of all directors and officers who would be responsible for the management of the 
applicant's offshore banking business in the Federal Territory of Labuan. 

(3)    An application under subsection (1) by- 

(a) any person on behalf of a proposed offshore company which is to be incorporated under the 
Offshore Companies Act 1990; or 

(b) a foreign company which is seeking registration as a foreign offshore company under the 
Offshore Companies Act 1990, 

for the sole and exclusive purpose of carrying on offshore banking business shall, unless otherwise specified by 
the Bank, be accompanied with the following: 

(a) (i) in the case of an applicant under paragraph (a), the constituent documents under which 
it is to be established, duly authenticated in such manner as may be acceptable to the 
Bank by any of its proposed directors or officers; or 

(ii) in the case of an applicant under paragraph (b), the constituent documents under which 
it is established, duly authenticated in such manner as may be accepted to the Bank by 
any of its directors or officers; 

(b) (i)  in the case of an applicant under paragraph (a), a copy of the audited balance sheet of 
the business of its proposed participants who would each hold ten per centum or more 
of its paid-up capital; or 

(ii) in the case of an applicant under paragraph (b), a copy of the audited balance sheet of 
its business,  

for each of the three financial years immediately preceding the date of the application; 

  (c)  a statement on the following: 
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(i) the name, place and date of, the proposed establishment of the proposed offshore 
company or, the establishment of the foreign company, as the case may be; 

(ii) the proposed principal business and the proposed principal place of business of the 
proposed offshore company or the principal business and the principal place of 
business of the foreign company, as the case may be; 

(iii) the names and addresses of, the proposed directors of the proposed offshore company 
or, directors of the foreign company, as the case may be; and 

(iv) the names and addresses of, the proposed participants of the proposed offshore 
company or, the participants of the foreign company, who each would hold ten per 
centum or more of the paid-up capital of the proposed offshore company or foreign 
company, as the case may be; 

(d) (i) in the case of a proposed offshore company, a guarantee secured, and an undertaking 
given, by its proposed participants that they would cause the proposed company, upon 
being incorporated, to secure a guarantee and give an undertaking as are referred to in 
subsection (2)(e); or 

(ii) in the case of a foreign company, an undertaking given by the applicant as are referred 
to in subsection (2)(ee); and 

(e) a statement on the names, addresses, qualifications, working experience and proposed 
positions of, all proposed directors and officers of the proposed offshore company, or, as 
the case may be, all directors and officers of the foreign company, who would be 
responsible for the management of its offshore banking business in the Federal Territory of 
Labuan. 

(4)   The Bank may, at any time after receiving an application under this section and before it is determined 
by the Minister, verbally or in writing require the applicant to provide verbally or in writing such additional 
information, or to provide such additional documents, as may be considered necessary by the Bank for the 
purposes of determining the suitability of the applicant for the licence. 

 

Grant or refusal of licence by Minister 

6.(1)   The Bank shall, on an application having been duly made in accordance with section 5 and after being 
provided with all such information and documents as it may require under that section, consider the application 
and make a recommendation to the Minister as to whether or not the licence should be granted. 

(2) Upon receiving an application and the recommendation of the Bank under subsection (1), the Minister 
may grant the licence or refuse to grant the licence. 

(3) A licence granted to any applicant under subsection (2) shall be assigned a licence number which shall be 
distinct and different from the licence numbers assigned to other offshore banks. 

(4) The Bank shall without delay notify the applicant in writing of the grant of, or refusal to grant, the licence 
and, where the Minister grants the licence, of the licence number. 

(5) A licence granted under this section in respect of- 

(a) an applicant referred to in paragraph (a) of section 5(2) shall be conditional upon its 
constituent documents being amended as described in paragraph (bb) of that section; and 

(b) an applicant referred to in paragraph (a) or (b) of section 5(3) shall be conditional upon its 
incorporation or registration, as the case may be, under the Offshore Companies Act 1990, 
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and the licence shall take effect upon such amendment, incorporation or registration, as the case may be. 

(6) A licence granted under this section shall not be transferable to any other person. 

(7) A licence granted under this section shall remain in force until it is surrendered or revoked in accordance 
with the provisions of this Act. 

 

Requirement to use, and restriction on use of, the words “offshore bank”, etc. 

7.(1) A licensed offshore bank shall at all times affix or paint, and keep affixed or painted, in a prominent 
position on the outside of each of its offices and so as to be easily legible, its name, licence number and the words 
“licensed offshore bank”. 

(2) A licensed offshore bank shall, in any bill-head, printed form, letter paper, notice, advertisement, or any 
other document issued from its office and in the course of its business, prominently print its name, licence number 
and the words “licensed offshore bank”. 

(3) No person, not being a licensed offshore bank, shall, without the written consent of the Bank, assume or 
use the words “offshore bank” or any derivative of such words in any language capable of being construed as 
indicating the carrying on of offshore banking business by such person. 

 

Revocation of licence 

8.(1) The Minister may, on the recommendation of the Bank, revoke the licence of any offshore bank if- 

(a) the licensed offshore bank has contravened any provision of its licence or its constituent 
documents or any provision of this Act or any written law regardless that there has been no 
prosecution for an offence in respect of such contravention; 

(b) the Bank has, either in connection with the application for the licence or at any time after 
the grant of the licence, been provided with false or misleading information by or on behalf 
of the licensed offshore bank, or by or on behalf of any person who is or is to be a director 
or officer of the licensed offshore bank; or 

(c) any guarantee or undertaking referred to in section 5 has not been honoured. 

(2) The revocation of licence under this section shall take effect on the date the decision of the Minister is 
communicated to the licensed offshore bank. 

 

Surrender of licence 

9.(1) Subject to this section, a licensed offshore bank may surrender its licence. 

(2) Any licensed offshore bank intending to surrender its licence shall seek the prior approval of the Bank. 

(3) The Bank shall give its approval if it is satisfied that the licensed offshore bank has made adequate 
provision in respect of all its liabilities, and thereupon shall appoint a date on which the surrender shall take effect. 

(4) Where the approval of the Bank has been obtained under subsection (3), the licensed offshore bank shall, 
not later than twenty-one days before the date appointed under subsection (3), publish an advertisement of the 
proposed surrender of its licence in at least one widely circulated Malaysian newspaper and one international 
financial newspaper. 
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(5) The Bank shall, as soon as practicable, publish in the Gazette a notice of every surrender of a licence 
under this section but any delay in publishing such notice or failure to publish such notice shall not in any manner 
affect the validity of such surrender. 

 

Licensed offshore banks to stop carrying on offshore banking business on revocation or surrender of 
licence 

10.(1) Where the revocation of a licence under section 8 or its surrender under section 9 has taken effect, the 
offshore bank to which the licence was granted shall thereupon cease to carry on any offshore banking business: 

(2) Provided that the Minister may, on the recommendation of the Bank, authorise the offshore bank in 
writing to carry on such activities for such duration, as the Minister may specify in the authorisation, for the 
purpose of winding-up its affairs.  

 

Minimum amount of capital funds 

11. No applicant shall be granted a licence under section 6(2) and no licensed offshore bank shall carry on 
offshore banking business without the written consent of the Minister if its capital funds, unimpaired by losses, are 
less than ten million ringgit or its equivalent in any other currency. 

 

Amendment or alteration of constituent documents of licensed offshore banks 

12.(1) Every licensed Malaysian offshore bank shall, prior to the making of any amendment or alteration to any 
of its constituent documents, furnish to the Bank particulars in writing as to such proposed amendment or 
alteration for the approval of the Bank. 

(2) Every licensed offshore bank shall, within three months after the making of any amendment or alteration 
to its constituent documents, furnish to the Bank particulars in writing of such amendment or alteration duly 
authenticated in a manner acceptable to the Bank by a director of the licensed offshore bank. 

(3) No licensed offshore bank shall make any amendment or alteration to its constituent documents which is 
contrary to any written law. 

 

Bank to publish list of licensed offshore banks 

13. The Bank shall publish annually not later than 31st January of each year a list of all existing licensed 
offshore banks as at 31st December of the preceding year and their licence numbers in the Gazette, and if any 
licence is issued, revoked or surrendered, subsequent to such publication, the Bank shall cause to be published in 
the Gazette as soon as practicable a revised list of all existing licensed offshore banks and their licence numbers. 
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PART III 

Duties Of Licensed Offshore Banks 

 

Offices and subsidiaries 

14.(1) A licensed offshore bank shall not carry on offshore banking business in, from or through any place in 
Malaysia, other than the Federal Territory of Labuan. 

(2) A licensed offshore bank which is an offshore company shall not open any office, or acquire or establish 
any subsidiary, in Malaysia, other than in the Federal Territory of Labuan. 

(3) A licensed offshore bank which is an offshore company shall not open any office, or acquire or establish 
any subsidiary, in the Federal Territory of Labuan or outside Malaysia without the prior written consent of the 
Bank. 

(4) A licensed offshore bank which is a foreign offshore company shall not open any office other than its 
principal place of business in the Federal Territory of Labuan without the prior written consent of the Bank. 

 

Prohibition of certain accounts 

15.(1) No licensed offshore bank shall accept any money on deposit or loan which is repayable on demand by 
cheque, draft, order or any other instrument drawn by the depositor on the licensed offshore bank. 

(2) No licensed offshore bank shall open an account for a customer whose identity is not known to the 
offshore bank. 

 

Appointment and duties of auditor 

16.(1) Notwithstanding anything in any other written law, a licensed offshore bank shall appoint an approved 
auditor annually before such date as may be specified by the Bank. 

(2) An auditor appointed under subsection (1) shall carry out an audit of the accounts of the licensed offshore 
bank in respect of its business operations in, from and through the Federal Territory of Labuan and shall submit a 
report of such audit together with his comments on the accounting system and controls of the licensed offshore 
bank to the participants of the licensed offshore bank and to the Bank. 

(3) Subject to section 21, the Bank may, at any time, require an auditor appointed under this section to 
submit to the Bank such clarifications in relation to his audit as the Bank may specify. 

(4) For the purposes of this section- 

(a) the Bank shall maintain a list of approved auditors; and 

(b) “approved auditor” means an auditor who is an approved company auditor under the 
Offshore Companies Act 1990 and appears on the list of auditors maintained by the Bank 
under paragraph (a). 
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Financial statements to be submitted to bank 

17.(1)   Within three months after the close of each financial year of a licensed offshore bank, or such further 
period as the Bank may approve, a licensed offshore bank shall submit to the Bank, in respect of its entire business 
operations in, from and through the Federal Territory of Labuan, four copies each of its latest audited annual 
balance sheet, profit and loss account, a statement setting out the sources, allocation and utilization of its funds and 
the report of the auditor under section 16(2). 

(2)    Deleted. 

 

Statistics and information to be submitted to bank 

18.(1)   Every licensed offshore bank shall, at such frequency as may be specified by the Bank from time to time, 
submit to the Bank a statement showing the assets and liabilities of the licensed offshore bank in relation to its 
offshore banking business in the Federal Territory of Labuan. 

(1A) A statement to be submitted under subsection (1) shall include - 

(a) a statement specifying the total amount of credit facilities granted by the licensed offshore 
bank to such customers of the licensed offshore bank as may be specified by the Bank; 

(b) a statement specifying the class, category or description of credit facilities given and the 
business or industry in which the customers of the licensed offshore bank are involved; 

(c) a statement showing that the licensed offshore bank has complied with the requirements 
imposed upon it by section 11; and 

(d) such other statements, information, documents, statistics or returns as the Bank may 
specify. 

(2)    Any information received from a licensed offshore bank under this section shall be secret as between that 
licensed offshore bank and the Bank. 

(2A) Notwithstanding subsection (2), the Bank may, if it deems expedient, disclose information obtained by it 
from a licensed offshore bank pursuant to the provisions of this Act to the home monetary authority of 
the licensed offshore bank. 

(3)    Notwithstanding subsection (2), the Bank may publish any consolidated statement, in respect of any 
category, class or description of licensed offshore banks as the Bank deems appropriate, aggregating the figures in 
the returns submitted under subsection (1): 

Provided that nothing in this subsection shall authorise the Bank to designate any particular licensed 
offshore bank to constitute a category, class or description of licensed offshore banks for the purposes of this 
subsection. 

(4)    For the avoidance of doubt, it is declared that no provision in any written law relating to secrecy shall 
apply to any consolidated statement referred to in subsection (3). 

 

Licence fees 

19. A licensed offshore bank shall pay such annual licence fee of such amount or calculated at such rate or in 
such manner as may be set out in regulations made under section 27. 
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Transactions in Malaysian currency is prohibited 

20.(1) No licensed offshore bank shall transact any business, or deal, in Malaysian currency. 

(2) Notwithstanding subsection (1), a licensed offshore bank may, subject to section 4 of the Exchange 
Control Act 1953 and any other provision thereof and any direction made thereunder, do the following: 

(a) buy or sell foreign currency against Malaysian currency; and 

(b) engage in a swap transaction involving Malaysian currency. 

(3) Any licensed offshore bank which contravenes subsection (1) shall be guilty of an offence and shall on 
conviction be liable to a fine not exceeding the amount of Malaysian currency which is the subject matter of the 
offence and, in the case of a continuing offence, shall, in addition, be liable to a daily fine not exceeding fifty per 
centum of the amount of Malaysian currency which is the subject matter of the offence for each day the offence 
continues to be committed. 

(4) Any director or officer of a licensed offshore bank who abets, connives with, consents to or conspires 
with, the bank or any person to do or cause to be done an act in contravention of subsection (1) shall be guilty of an 
offence and shall on conviction be liable to imprisonment for a term not exceeding ten years or a fine not 
exceeding five million ringgit or to both such imprisonment and fine. 

 

PART IV 

Secrecy 

 

Restriction on inquiry specifically into affairs of particular customer 

21. Nothing in this Act shall authorise the Minister to direct the Bank, or shall authorise the Bank, to inquire 
specifically into the identity, accounts and affairs of any particular customer of any licensed offshore bank. 

 

Secrecy 

22.(1) No director or officer of any licensed offshore bank, whether during his tenure of office or during his 
employment or thereafter, and no person, including the Bank, its directors or officers, who for any reason has 
access to any record, book, register, correspondence, or other document or material whatsoever relating to the 
affairs or account of any particular customer of the licensed offshore bank, shall disclose to any person, or make a 
record for any person of, any information or document whatsoever relating to the affairs or account of that 
customer of the licensed offshore bank. 

(2) No person who has any information or document which to his knowledge has been disclosed in 
contravention of subsection (1) shall in any manner howsoever disclose the same to any other person. 

(3) The provisions of subsection (1) shall not apply to the disclosure of any information or document which 
the customer or his personal representative has authorised the licensed offshore bank in writing to disclose. 

(4) The provisions of subsection (1) shall not apply where disclosure is required under an order of the High 
Court made upon the application- 

(a) of an interested party, where the customer is deceased or has been declared bankrupt, or if 
the customer is a corporation, the corporation is being or has been wound up, in Malaysia or 
in any country, territory or place outside Malaysia; 
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(b) of any public officer in the course of any investigation of any offence; or 

(c) of the Bank - 

(i) supported by a certificate under the hand of the Minister certifying that he is satisfied 
that the disclosure is in the interest of the financial or economic well-being of Malaysia 
or any part thereof; or 

(ii) supported by a certificate under the hand of the Minister charged with the 
responsibility for internal security certifying that the disclosure is in the interest of the 
internal security of Malaysia or any part thereof. 

(5) Subject to subsection (6), nothing in this section shall limit any powers conferred upon the High Court or 
a judge thereof by the Bankers' Books (Evidence) Act 1949 or prohibit obedience to an order made under that Act. 

(6) Section 7 of the Bankers' Books (Evidence) Act 1949 shall not apply to licensed offshore banks, its 
directors or officers. 

 

Verification of licensed offshore bank's submissions 

23. The Bank or the home monetary authority if so approved by the Bank may from time to time examine and 
inspect, under conditions of secrecy, the books or other documents, accounts and transactions of any licensed 
offshore bank and any office outside Malaysia of a licensed offshore bank for the purposes of verifying the 
submissions of such licensed offshore bank under sections 17 and 18. 

(2) The Bank may from time to time request the internal auditors or approved auditors of a licensed offshore 
bank to verify the accuracy of the submissions of such licensed offshore bank under sections 17 and 18. 

(3) Nothing in this section shall authorise the Bank, or the home monetary authority to inquire specifically 
into the identity, accounts or affairs of any particular customer of the licensed offshore bank. 

 

PART IVA 

Offshore Financial Business 

 

Offshore financial business to be registered 

23A. No person shall carry on any offshore financial business unless it is registered under this Act. 

 

Registration of offshore financial business 

23B.(1)  An application for registration to carry on any offshore financial business shall be made in writing to the 
Bank by or on behalf of the applicant. 

(2) An application under subsection (1) shall be accompanied by such documents, statement and information 
as may be specified by the Bank together with the prescribed fee. 

(3) The Bank may at any time require the applicant to submit additional documents, statements and 
information as may be specified by the Bank. 
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Approval or refusal of registration by the Bank 

23C.(1)  Upon receiving an application for registration under section 23B(1), the Bank may - 

(a) approve the registration with or without conditions; or 

(b) refuse to approve the registration. 

(2) The Bank shall without delay notify the applicant in writing of the approval or refusal of the registration. 

(3) The registration of the registered institution under this section shall remain in force until it is revoked in 
accordance with the provisions of this Act. 

 

Regulation of registered institution 

23D. Notwithstanding the provisions of any other written law, the Bank may, if it is satisfied that it is 
necessary to regulate any particular registered institution, declare by notification published in the Gazette that 
sections 28A, 28B, 28C and 28D of the Labuan Offshore Financial Services Authority Act 1996 shall apply to 
such particular registered institution from the date specified in the notification. 

 

 

Annual fee 

23E. A registered institution shall pay such annual fee as may be prescribed and in such manner as may be 
specified by the Bank. 

 

Revocation of registration 

23F. The Bank may revoke the registration of a registered institution - 

(a) at the request of the registered institution; or 

(b) where the registered institution - 

(i) has ceased to carry on business in, from or through the Federal Territory of Labuan; 

(ii) has contravened any provisions of this Act or any condition imposed at its registration; 
or 

(iii) has been convicted of an offence under this Act or of a criminal offence in any country 
or jurisdiction. 
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PART V 

General Provisions 

 

Electronic fund transfers 

23G.(1)  No person shall - 

(a) commence to operate any electronic fund transfer system in, from or through the Federal 
Territory of Labuan; or 

(b) where such person has been operating any electronic fund transfer system in, from or 
through the Federal Territory of Labuan immediately before the coming into operation of 
this Act, continue to operate such system, 

unless he has submitted for the approval of the Bank the scheme of operations of the system and the rules, 
contract, by-laws or other documents relating to the rights, duties and liabilities of the persons participating in the 
system and obtained the authorisation in writing of the Bank to operate the system. 

(2) Before making any decision under subsection (1), the Bank may require the person seeking authorisation 
to submit to the Bank such other information and particulars relating to the system or to the person seeking the 
authorisation, or to the persons who are or will be participating in the system, as the Bank may specify, and may 
also make such inspection of the premises, equipment, machinery, books or other documents, accounts and 
transactions relating to the system as the Bank may consider desirable. 

(3) The Bank may approve or reject a scheme submitted under subsection (1) and the rules, contract, by-laws 
or other documents relating to the scheme and submitted with the scheme or may approve the same subject to such 
modifications and alterations to the scheme or to any or all of such documents submitted therewith, as it may deem 
necessary, desirable or expedient, and may in giving any authorisation under this section, impose such restrictions, 
limitations, or conditions as it may deem fit. 

(4) Notwithstanding anything contained in any authorisation given, or in any scheme or document approved, 
under subsection (3), any person authorised under that subsection shall comply with any regulations made under 
this Act relating to electronic fund transfers, and where there is any conflict or inconsistency between the terms of 
such authorisation or anything in such scheme or in any such document and such regulations, the provisions of the 
regulations shall prevail and have full force and effect. 

(5) While an authorisation under subsection (3) is in force, the Bank may, from time to time, inspect the 
premises, equipment, machinery, books or other documents, accounts or transactions relating to the system. 

(6) The Bank may at any time, after giving the person authorised under subsection (3) a reasonable 
opportunity to make representations, revoke or suspend, or amend anything contained in, an authorisation granted 
under that subsection. 

(7) In making any revocation under subsection (6), the Bank may include requirements of a consequential, 
ancillary or incidental nature to be complied with by the person whose authorisation is being revoked or by any 
person participating in the system, and in making any suspension under that subsection, the Bank may impose 
such terms, conditions and requirements as it deems necessary or expedient. 

(8) Any person whose authorisation is revoked or suspended under subsection (6) shall immediately cease to 
operate the electronic fund transfer system in respect of which the authorisation was revoked or suspended. 
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General penalty 

24.(1) Any person who contravenes any provision of this Act shall be guilty of an offence. 

(2) A person who is guilty of an offence under section 4, 7(3), 10, 15, 22(1) or 22(2) or 23A shall, on 
conviction, be liable to imprisonment for a term not exceeding five years or a fine not exceeding ten million 
ringgit or to both such imprisonment and fine, and in the case of a continuing offence, shall, in addition, be liable 
to a daily fine not exceeding ten thousand ringgit for each day the offence continues to be committed. 

(3) A person who is guilty of an offence for which no penalty is expressly provided in this Act shall, on 
conviction, be liable to imprisonment for a term not exceeding three years or a fine not exceeding five million 
ringgit or to both such imprisonment and fine, and in the case of a continuing offence, shall, in addition, be liable 
to a daily fine not exceeding five thousand ringgit for each day the offence continues to be committed. 

 

Power to compound offences 

25.(1)   The Governor may, with the concurrence of the Minister, in a case where he deems it fit and proper so to 
do, compound any offence committed by any person which is punishable under this Act, by making a written offer 
to such person to compound the offence by paying to the Governor, within such time as may be specified in the 
offer, such sum of money, as may be so specified, which shall not exceed fifty per centum of the amount of the 
maximum fine to which that person would have been liable if he had been convicted of the offence. 

(2) An offer under subsection (1) may be made at any time after the offence has been committed, but before 
any prosecution for it has been instituted, and where the amount specified in the offer is not paid within the time 
specified in the offer, or within such extended period as the Governor may grant, prosecution for the offence may 
be instituted at any time thereafter against the person to whom the offer was made. 

(3) Where an offence has been compounded under subsection (1), no prosecution shall thereafter be 
instituted in respect of such offence against the person to whom the offer to compound was made. 

(4) Any monies paid to the Governor pursuant to subsection (1) shall be paid into and form part of the Fund 
established under section 29 of the Labuan Offshore Financial Services Authority Act 1996. 

 

Indemnity 

26.(1) The Government, the Bank, officers of the Government and officers of the Bank shall not be liable to any 
action, claim or demand by, nor shall be under any liability to, any person in respect of anything done or omitted to 
be done in good faith in pursuance of, or in execution of, or in connection with the execution or intended execution 
of, any power conferred by or under this Act. 

(2)    For the purposes of this section “officers of the Government” includes the Minister and any public 
officer; and “officers of the Bank” includes the Governor, the Director-General and any member, officer and 
employee of the Bank. 

 

Regulations 

27.  The Minister may, on the recommendation of the Bank, make such regulations as may be necessary or 
expedient for giving full effect to the provisions of this Act, for the carrying out or achieving the objects and 
purposes of this Act or any provision thereof, or for the further, better or more convenient implementation of the 
provisions of this Act, including regulations to control the giving of any credit facility by a licensed Malaysian 
offshore bank to a single person or its directors, officers or other persons associated with such directors or officers. 
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Application of Offshore Companies Act 1990 and Companies Act 1965 

28.(1) In addition to this Act, the Offshore Companies Act 1990 shall apply to a registered institution and to an 
offshore bank which is an offshore company or a foreign offshore company, and the Companies Act 1965 shall 
apply to an offshore bank which is an office of a Malaysian bank established under that Act. 

(2) Where there is any conflict or inconsistency between the provisions of this Act and the other Acts 
referred to in subsection (1) in their application to the registered institution or to the respective offshore banks, the 
provisions of this Act shall prevail. 

(3) Where any difficulty or doubt arises in the application of subsection (1) in relation to any particular 
registered institution or licensed offshore bank, or any particular matter or circumstance, or generally, the Minister 
may, on the reference of the difficulty or doubt to him by the Bank, resolve the same by a direction in writing. 

 

Application of Exchange Control Act 1953 

29.(1) Subject to subsection (2), nothing in this Act shall affect the provisions of the Exchange Control Act 
1953, and in the application of any provision of this Act to any person or licensed offshore bank, such provision 
shall apply subject to the provisions of that Act. 

(2)   Where there is conflict or inconsistency between the provisions of this Act and the Exchange Control Act 
1953, the provisions of that Act shall prevail. 

 

Banking and Financial Institutions Act 1989 and the Islamic Banking Act 1983 not to apply 

30. The provisions of the Banking and Financial Institutions Act 1989 and the Islamic Banking Act 1983 
shall not apply to any registered institutions and to any licensed offshore banks, including licensed offshore banks 
which are offices of Malaysian banks in the Federal Territory of Labuan. 

 

Minister's power to exempt 

31. The Minister may, on the recommendation of the Bank and by a notice in writing, subject to any 
condition as he may impose, exempt any person from all or any of the provision of this Act. 

 

Payment from a deceased person's account 

32.(1) Notwithstanding anything in any written law or rule of law, a licensed offshore bank may, without the 
production of letters of probate or letters of administration, pay any sum not exceeding the equivalent of five 
thousand ringgit standing to the credit of a deceased person to any person who produces satisfactory proof of- 

(a) the death of such deceased person; and 

(b) his entitlement under the law to the said sum standing to the credit of such deceased person. 

(2) A licensed offshore bank shall not make any payment under subsection (1) if it has received other claims 
to any money standing to the credit of the deceased person. 

(3) A licensed offshore bank or its directors or officers shall not be liable in respect of any claim by any 
person in connection with any payment made in accordance with this section but such person may recover any 
sum lawfully due to him from the person to whom such payment has been made. 
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Exempt dealer 

33.(1) The provisions of - 

(a) subsection 12(1) of the Securities Industry Act 1983 requiring a person carrying on the 
business of dealing in securities or holding himself out as dealing in securities to hold a 
dealer’s licence under Part IV of the Securities Industry Act 1983; and 

(b) section 13 of the Securities Industry Act 1983 requiring a person acting as a dealer’s 
representative to hold a dealer’s representative’s licence under Part IV of the Securities 
Industry Act 1983, 

shall not apply to a licensed offshore bank and any person acting as a representative for a licensed offshore bank 
carrying on the business of dealing in securities or holding itself out as dealing in securities. 

(2) For the avoidance of doubt, it is hereby declared that a licensed offshore bank shall be an exempt dealer 
under the Securities Industry Act 1983. 

 

Securities Industry Act 1983 not to apply in certain circumstances 

34. The provisions of the Securities Industry Act 1983 shall not apply to a transaction involving a licensed 
offshore bank dealing in securities with or providing advice concerning securities to or reports concerning 
securities for non-residents and, in the case of residents, if the written consent of Bank Negara Malaysia has been 
obtained to raise financing or to borrow from sources outside Malaysia or from licensed offshore banks. 

 

Internal audit and internal auditor 

35.(1) A licensed offshore bank shall conduct an internal audit of its books and operations as the Bank may 
specify from time to time. 

(2) For the purposes of this section, an internal audit of a licensed offshore bank shall be carried out by 
authorised officers - 

(a) in the case of a licensed offshore bank which is an offshore company, from the licensed 
offshore bank’s holding company or from any corporation which is related to the 
licensed offshore bank; 

(b) in the case of a licensed offshore bank which is a foreign offshore company, from the 
licensed offshore bank’s head office or from any other branch of the licensed offshore 
bank’s head office. 

(2) The Bank may from time to time specify the terms or promulgate any guidelines upon which the internal 
audit of a licensed offshore bank referred to in subsection (1) is to be carried out. 

(3) An internal auditor appointed by a licensed offshore bank to carry out an internal audit of its books and 
operations under subsection (1) shall for the purposes of this Act be deemed to be an officer of the licensed 
offshore bank and shall, at all times, be subject to section 22. 
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SCHEDULE 

(Section 2(1)) 

 

 
MEANING OF DIRECTOR 
 
 
First Column  Second Column  Third Column  Fourth Column 
(person)  (director)   (established)  (participant) 
 
Corporation  a person occupying the incorporated  a shareholder 
   position of director of 
   the corporation, by 
   whatever name called, 
   and includes a person 
   in accordance with 
   whose directions or 
   instructions the 
   directors of the 
   corporation are 
   accustomed to act and 
   an alternate or 
   substitute director 
 
Co-operative society a member of the board registered,  a member 
   or other governing incorporated or 
   body, howsoever  otherwise coming into 
   called, of the co-  legal existence as a co- 
   operative society  operative society 
 
Statutory body  a member of the board, its coming into  a shareholder or, 
   committee, council or existence under the where the statutory 
   other governing body, law establishing,  body has no share 
   howsoever called, of appointing or  capital, a person 
   the statutory body constituting it  wholly, severally or 
         jointly with other 

  persons owning the 
  statutory body 

 
Partnership  a partner   its formation  a partner 
 
Sole-proprietorship the sole proprietor where registration or the sole proprietor 
      other form of 
      recording or 
      recognition is required 
      before activities or 
      business can lawfully 
      be commenced, its 
      registration, recording 
      or legal recognition 
      under the law 
      applicable 
 

Any other body,  any person having where registration a member, howsoever 
association or  direction or  or other form of   called, of 
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group of persons  control of the  recording or   such body, 
whether cor-  management  recognition is  association or 
porate or un-  of its affairs or  required before  group 
incorporate  business   activities or 
      business can 
      lawfully be 
      commenced, its 
      registration, re- 
      cording or legal 
      recognition 
      under the law 
      applicable 
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OFFSHORE BANKING (ANNUAL LICENCE FEES) 

REGULATIONS 1990 
 

In exercise of the powers conferred by section 27 of the Offshore Banking Act 1990, and upon the 
recommendation of the Bank, the Minister makes the following regulations; 

Citation 

1. These Regulations may be cited as the Offshore Banking (Annual Licence Fees) Regulations 1990. 

Annual licence fee 

2. The annual licence fee (in these Regulations is referred to as the prescribed annual licence fee”) in 
respect of a licence granted under the Act to carry on offshore banking business shall be sixty thousand ringgit or 
its equivalent in any other currency. 

Manner of payment 

3.(1)  An offshore bank licensed under the Act shall, immediately upon being granted a licence under the Act, 
pay the prescribed annual licence fee to the Bank. 

(2)  Without prejudice to paragraph (1), the prescribed annual licence fee payable thereafter shall become due 
on the 1st January, and shall be payable to the Bank not later than the 15th January, of each year. 

Exemptions 

4. Notwithstanding anything to the contrary in these Regulations- 

(a) an offshore bank which has paid the prescribed annual licence fee in respect of a licence 
granted under the Act on or before the 31st December 1990 shall be exempted from paying 
the prescribed annual licence fee for the year 1991; 

(b) an offshore bank which is granted a licence under the Ac in the year 1991, 1992 or 1993 
shall, upon being granted the licence, pay the prescribed annual licence fee to the Bank on a 
pro rata basis for the year in which the licence is granted calculated at the rate of five 
thousand ringgit or its equivalent in any currency per month for each month of the year. 

Interpretation 

5. In these Regulations “Act” mean the Offshore Banking Act 1990. 

 

 

DAIM ZAINUDDIN, 

Minister of Finance 
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OFFSHORE BANKING (ANNUAL LICENCE FEES)(AMENDMENT) 
REGULATIONS 2001 

 

In exercise of the powers conferred by section 27 of the Offshore Banking Act 1990 [Act 443], and upon the 
recommendation of the Bank, the Minister makes the following regulations; 

 

Citation and commencement 

1.(1) These Regulations may be cited as the Offshore Banking (Annual Licence Fees) (Amendment) 
Regulations 2001. 

(2) These Regulations come into operation on 3 May 2001. 

 

Amendment of regulation 2 

2. The Offshore Banking (Annual Licence Fee) Regulations 1990 [P.U.(A) 320/90] are amended in 
regulation 2 by substituting for the words “sixty thousand ringgit” the words “eighty thousand ringgit”. 

 

         DAIM ZAINUDDIN 

         Minister of Finance 
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