PM: Labuan
wont he

centre for
‘laundering’

By Robert Goh @

KUALA LUMPUR, Tues.
— Labuan will not be al-
lowed to be turned into a
centre for legalising illegal
drug money and other re-
lated activities in the re-
gion, Prime Minister Da-
tuk Seri Dr Mahathix
Mohamad said today.

Towards this end, the
Government would only
admit international finan-
ciers of high repute and
professionals with integri-
ty to help turn Labuan into
an international offshore
financial centre (IOFC),
Dr Mahathir said.

The Prime Minister said:
“Let me dispel any idea and
forestall any criticism that
the Government has creat-
ed an entrepot for legalis-
ing illegal drug money and
other laundering activities
in the region.

“Our stand on such mat-
ters is well-known and we
will have nothing to do with
facilitating any illegal ac-
tivity, least of all transact-
ing in the ill-gotten gains of
crimes that are so abhor-
rent to us.

“In this connection, I

. should stress once again
{ that it is the Government’s
| intention to admit only off-
wshore players of integrity
and iigh international
standing into Labuan.”

Speaking at the opening
of a two-day conference on
Labuan as an international
offshore financial centre
here, Dr Mahathir said the
selective process was not
limited only to the offshore
banks, offshore insurance
companies and offshore in-
vestment companies, but
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would also be the standard
set for professionals who
provide support services,
such as legal, accounting
and trust services.

The Prime Minister was
confident that the numer-
ous queries and interest
shown by various parties
for the Liabuan IOFC indi-
cated that it could create a
niche for itself.

He said Labuan's close
geographical proximity to
many Asian capitals gave
it an ideal position for de-
velopment into an integrat-
ed financial centre.

The Government intend-
ed to develop Labuan to
meet the banking and in-
surance needs of multina-
tional companies and high
net-worth individuals and
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families in the Asia-Pacific
region who wished to pro-
tect their internationally-
held assets and trusts as
well as minimise their tax
liabilities.

Dr Mahathir said he was
confident that Labuan
would be an excellent do-
micile for many regional
insurers and re-insurers
who are far-sighted enough
to take advantage of the po-
tentials arising from rapid
growth in the region.

“Yet, in our enthusiasm
to develop Labuan, let me

_ say that our efforts and

overtures should net be
construed by potential off-
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shore companies as a proc-
lamation of a ‘free-for-all
policy’ for Labuan.

“On the contrary, Labuan
will be a selective suitor
and will only woo those
who are reputable and who
are prepared to set up oper-
ating offices in Labuan,” Dr
Mahathir said.

The Prime Minister add-
ed that he was aware that
in some tax havens, an off-
shore company needed
only to maintain its pres-
ence through a name or
brass plate.

Such IOFCs were treated
as post offices by the off-
shore companies and were
at best “ghost towns” for
names without real “bod-
ies”, he said.

The Government's vision
for Labuan was certainly
not of this vintage, but that
of a bustling functional
township. It may take time
and experts had warned
that even the Cayman Is-
lands took about 10 years to
be fully established.

Dr Mahathir said: “But
we are confident that our
vision will be achieved
sooner, rather than later,”
adding that developments
in the world economy to-
day gave the Government
added reasons for develop-
ing Labuan as an IOFC.

The turn of events over
the last couple of months
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underscored the fragile
state of the world economy.

Latest indicators sug-
gested that the longest-run-
ning post-war economic ex-
pansion was grinding to a
halt, while the United
States and the United King-
dom were already in
recession.

These developments,
coupled with the break-
down in GATT negotiations
and the outbreak of war in
the Gulf regigp, had cast a
dark cloud of uncertainty
over the global growth
prospects in the 1990s.

In this gloomy scenario,

.the silver lining was that

economies in the Asia-Pa-
cific region continued to
expand in the 1990s.

Dr Mabhathir said the
Government had identified
a series of development
projects to turn Labuan
into an international off-
shore financial centre of re-
pute to cater for the short
and long-term needs of off-
shore investors on the
island.

He said some of the de-
velopment projects were
already being implement-
ed while others were in the
final stages of planning,
prior to commencement of
work.

He said there were plans
for office buildings, fully
equipped with the latest of-
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fice technology, to be built
in a financial park or busi-
ness district.

To ensure that telecom-
munications facilities meet
the high standards re-
quired of an IOFC, various
projects were being under-
taken by Syarikat Telekom
Malaysia to immediately
upgrade such facilities.

The Government had
also requested Malaysia
Airlines to schedule more
direct flights between
Labuan and here, and be-
tween Labuan and Kota
Kinabalu.

If demand was justified,
there would also be direct
flights from foreign points
into Liabuan, he added,
while the construction of a
modern hospital to serve
both residents and non-res-
idents was also being
expedited.

Since the six key legisla-
tions aimed at launching
Labuan as an IOFC came
into force last October, six
banks, five legal establish-
ments and eight account-
ing firms have been estab-
lished there.

Some 200 participants
are attending the confer-
ence which is being organ-
ised by the Malaysian In-
dustrial Development
Authority (Mida), Malay-
sian Institute of Accoun-
tants (MIA) and the Ma-
Jaysian Insurance Institute
(MII).
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