CFFI CE OF THE REG STRAR OF | NSURANCE COVMPANI ES

M NI STRY OF FI NANCI AL SERVI CES AND | NVESTMENTS

GUI DELI NES ON THE | SSUANCE OF | NSURANCE LI CENCES | N THE BAHAVAS FCR
BOTH DOVESTI C AND EXTERNAL ( CAPTI VE) OPERATI ONS

(The foll owi ng guidelines are for applications for insurers, brokers,
agents and managers.)

An insurance conpany wi shing to be licensed in The Bahamas nust show
that those persons who control its affairs are conpetent, wi th evidence
of relevant ability, integrity, and experience in the field of

i nsurance. The Insurance Act of 1969 (Donestic), and the Externa

I nsurance Act of 1983, along with the rel evant Regul ati ons, have been
designed to accommpdate a wide variety of insurance business.

Busi ness Pl an

Fundanental to an application for a licence to operate in or from The
Bahamas is the submi ssion of a Business Plan, which will -

a) be a major factor in determ ning whether or not a licence is
i ssued; and

b) if so, define and thereby control the nodus operandi of the
i censee.

Thi s Busi ness Plan nust include, where appropriate —
1) The reasons for choosi ng The Bahanas as a base for operations.

2) A five year projection including anticipated risk exposure and
asset base at the end of each year during the period.

3) The type and source of business contenpl ated, specifically
cat egori zed.

4) Anticipated prem umincone, properly categorized.

5) An overall assessnent of the risk factors and, if appropriate, an
anal ysis of proposed reinsurances. Details of reinsurance and net
ri sk retained nust be provided. The prinme concern is to ensure
that where reinsurances are used to reduce substantially the
potential liabilities outstanding, the policies are to be taken
out with only reputable, well reserved, and financially sound
rei nsurers.

6) An assessnent of the expected ratio of clains to prem uns for
each category of business witten, with a statenment explaining
the rational e applied.



Conpany Nane

The nane of the conpany should reflect the type of insurance business
to be undertaken, and should not confuse or deceive. The Ofice of the
Regi strar of I|nsurance nust approve the conpany’s nane.

Capi tal Requirenents

Capital requirements for insurers will vary, but those conpanies

wi shing to engage in donmestic general business will be expected to have
m ni mum pai d-up and unencunbered capital of B$1, 000, 000. For conpanies

wi shing to engage in donmestic |ong-term business, this m ni mum pai d-up

capital wll be B$2, 000, 000.

For conpanies wishing to engage in External (Captive) life insurance
busi ness, the m ni mum paid-up capital wll be B$200, 000.

Conpani es wi shing to engage in External (Captive) general insurance
busi ness will be expected to have a net worth based on prem um i ncone,
wi th the mini mum bei ng $100, 000. 00.

Pl ease note that these are mninumrequirenments and that the actua
required capital levels can vary depending on the business plan
submtted, and will be determned on the following criteria (projected
or actual):

1. The size of the conmpany as nmeasured by its assets, capital and/or
surplus, reserves, premiumwitings and insurance in force.

2. The kinds of business witten, the conpany’ s net exposure and the
degree of diversification of lines of insurance.

3. The past and anticipated trend in the size of the conpany’s
capital and consideration of prem um growth, operating history,
| o0ss and expense rati os.

Brokers and Agents under the Insurance Act, 1969, nust have start-up
capital of at |east $10, 000. 00.

Addi ti onal Requirenents

The followi ng additional requirenents are to be satisfied when filing
t he application:

(a) In the case of an existing conpany, audited financi al
statenments for the previous two years.

(b) In the case of individuals/partnerships, certified Net
Wrth Statements for all beneficial owners.

(c) VWere the applicant is currently doing insurance business
in other jurisdictions, a “Certificate of Good Standing”
fromthe rel evant regul ators.
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(d) Letters fromthe aforenentioned regul ators that they woul d
have no objections to the insurance entity being
registered in this jurisdiction.

(e) Current police certificates on behalf of all beneficial
owners, directors, and executives.

(f) A detailed resumé of each of the beneficial owners and key
officers, together with certified proof of qualifications
listed.

(9) Personal , professional, and banking letters of reference
for the beneficial owners, the directors, and the officers
of the proposed insurance entity.

(h) In case of a branch, certified copies of all of the
constitutive docunents for the parent insurance entity.

Sol vency Margi ns

Solvency ratios will be established on the basis of risk assessnment in
each particular case. As a guideline, the mninumsolvency margin ratio
for donestic long-termand general insurers will be 5 to 1 net prem um
to Capital/Surplus, but 3 to 1 is preferred.

Adm ssible/Permtted Assets

Admissible (permitted) assets for the calculation of solvency margins will include:

1 Cash and time deposits with acceptable financial institutions.

2. Fixed interest securities and blue-chip equities traded on recognized stock
exchanges.

3. Government Bonds.

4. Premiums receivable — but excluding premiums more than 6 months outstanding.

5. Irrevocable Letters of Credit issued by acceptable financial institutions.

All assets should be valued at market value and no amounts receivable from related parties may be included
without prior written approval from the Registrar.

Non-Admissible or Prohibited Assets

Non-Admissible or prohibited assets will include:

Machinery, computer hardware and software.

Loans to group or connected companies and individuals.
Investments in options, futures, or forward contracts.
Premiums more than 6 months outstanding from due date.
Non-income-bearing real estate.

grwpnpE

Categories of Licence

There are, at present, five categories of insurance licence covering:

1 Insurance Salesman
2. Agent
3. Broker
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Categories of Licence (contd.)

4. Insurer
5. Underwriting Manager

Further categories of licence may be added when circumstances dictate.

Branches/subsidiaries of |eading international or regional insurance companies will receive every assistance
when applying for alicence. Parent companies, however, may be required to provide a suitable guarantee
covering the liabilities of any subsidiary applying for alicence. Additionally, approval from the insurance

supervisor in the company’s country of domicile and copies, periodically, of statutory filings made in the
home jurisdiction, may be requested.

Application Fee

Non-refundable licence application fees are applicable as follows —

= for anInsurer’s, Underwriting Manager’s or Insurance Broker'slicence..................... $25.00
O AN AGENT S HICENCE .. it $25.00
B fOr asaleSMaN SHCENCE ...t e e Nil

Application Forms

Application forms arein the First Schedule/Part A of the Regulations to the Insurance Act, 1969, and the
External Insurance Act, 1983. These documents may be viewed at:
http://mww.bahamas.gov.bs/compliancecommission

Hard copies of the Acts and Regulations are available from:
Government Publications
P.O. Box N-7147

Nassau, The Bahamas

Partially completed, undated or unsigned applications without adequate supporting required
documentation, should not be submitted.

Initial Registration Fees

Should the application be given favourable consideration, the initial registration fees are as follows:

1 Domestic Business
(@D} For insurerswriting life assurance business —
() wherethe gross premium businessin the preceding year exceeded $1,000,000.00
fromlocal policies ........c.coevev i $3,000.00;

(b) wherethe gross premium businessin the preceding year exceeded $100,000.00 but
did not exceed $1,000,000.00 from local policies

...................................................................... $1,500.00;

(c) in all other cases, including newly formed companies ....$1,000.00;

2 For insurerswriting other- than- lifebusiness................... 1,000.00;
(3) For Brokersand Agents...........cceevveviiniiiieiee i, $650.00;
4 FOr SalESMEN ....voii i e $25.00
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2. External (e.qg. Captive) Business

(@D} For insurerswriting life and other-than-life business ......... $2,500.00

2 For Underwriting Managers ..........co.oevvevveiiieieeeenennnn. $650.00

(3) FOr BrOKEIS ...t e e e e $650.00
Annual Fees

Subsequent annual registration fees for licences are as follows:

1. Domestic Business

(@D} For Insurerswriting life and other-than-life business ...$1.00 per $1,000.00 worth of
all local policy premium business subject to a minimum fee of $500.00 and a maximum

of $5,000.00.
2 For Brokersand Agents...............cceeeeveee. $650.00.
(3) For Salesmen .........ccoeeviveveiiiiiiieeeee e, $25.00.
2. External (i.e. Captive) Business
Q) For INSUrers .......coovvevviiiiieeeee e, $2,5000.00
2 For Underwriting Managers.................. $650.00
(3) For Brokers.......cocovveieiiiviiiiiiiee e, $650.00

The Insurance Acts require every Licensee to conspicuously display at each of its offices the current
licence or a copy thereof.

I ndemnity Bond/Insurance for Domestic Brokers

In addition to the registration fee, an Indemnity Bond of $500,000 or an appropriate level of E & O
Insurance must be procured within three months after the start of operations.

Financial Statements and Balance Sheets

Profit and loss statements and balance sheets must be prepared and audited. Such accounts are required
annually, or every six months if deemed necessary by the Registrar, and subject to the type of business
written. In any event, afull set of accounts will be required annually.

Independent Auditors

While prior approval of the independent auditors of insurance companies by the Registrar is not a
requirement, the auditors must be suitably and professionally qualified, and must be certified members of
the Bahamas Institute of Chartered Accountants. The independent auditor is required to provide the
necessary annual confirmations (accounts/business plan compliance) to the Registrar.

Actuaries

Actuaria valuations, at least once every three years, will be required of life insurers. However, the
Registrar may also, in his discretion, require a general insurer to submit an actuarial valuation in relation to
its general business. The actuary must hold appropriate professional qualifications and, unless otherwise
specified, all valuations prepared must be sent directly to the Registrar.
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Annual Compliance Requirements

Apart from the payment by all licensees of an annual licence fee, insurers, underwriting managers, and
brokers are required to submit as well, within four (4) months after the end of their financial years, certain
specified documents and/or undertakings so as to ensure that acceptable business standards and practices
are not only in place, but are also maintained while the company/licensee is carrying on insurance business.

Penalties

The conduct of insurance business in or from within The Bahamas will be closely monitored, and the
Insurance Acts provide for the suspension or revocation of licences where such action is justified.
Additionally, fines and imprisonment can be imposed where a person contravened the provisions of the
Acts and Regulations. The intention of the Acts and the Regulations isto attract quality insurance
operations to the Commonwealth of The Bahamas.

The Registrar of Insurance
Ministry of Financial Services & Investments
P.O. Box N-4849
Nassau, The Bahamas
Telephone: (1) (242) 328 1068 * Telefax: (1) (242) 328 1070
E-Mail: ORI @bahamas.gov.bs
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