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THE INSURANCE ACT, 2005
(Act No. 16 of 2005)
THE INSURANCE REGULATIONS 2009
(Draft Version 6.12)

In exercise of the power conferred upon the Insurance
Commission by section 233 of the Insurance Act, 2005, the
following regulations are hereby made with the approval of the
Minister -

PART I - PRELIMINARY

1. These regulations may be cited as the
Insurance Regulations, 2009.

2.(1l)In these regulations unless the context
otherwise requires -

“accident and sickness insurance” means -
(a) in the case of accident -

(1) insurance against loss resulting from
bodily injury to, or the death of, a
person caused by an accident, or

(ii) insurance whereby an insurer
undertakes to pay a certain sum or
sums of insurance money in the
event of bodily injury to, or the
death of, a person caused by an
accident; and

(b) in the case of sickness -

(1) insurance against loss
resulting from the sickness
or disability of a person
other than loss resulting
from an accident or death,

(1i) insurance whereby an insurer



undertakes to pay a certain sum or
sums of insurance money in the event
of the sickness or disability of a
person other than as a result of an
accident, or

(iii) insurance whereby an insurer
undertakes to pay a certain sum or
sums of insurance money to reimburse
expenses incurred for the health
care, including the dental care and
the preventative care of a person
other than as a result of an

accident;

“accidental death insurance” means insurance

undertaken by an insurer whereby the insurer

undertakes to pay an amount of insurance money

in the event of the death by accident of the

person who is insured;

“acquisition costs” means, with respect to -

(a)

life insurance, costs incurred in the
acquisition of new insurance policies and
annuity contracts, including those costs
that vary with and are primarily related
to the acquisition of the policies and
contracts, suchlas commissions, certain
underwriting and policy issuing costs,
and medical fees;

general insurance, all expenses incurred
in relation to the production of new and
renewal business, including specifically
identifiable and allocated expenses

relating to commissions, bonuses,
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allowances and other compensation paid

to agents and brokers;

“the Act” means the Insurance Act, 2005;

“adjuster” means in addition to the definition in

the Act, an individual who -

(a)

is a member of a professional body of
adjusters that is internationally
recognized; or

is recognized by the Commission as being
suitably qualified to act as an adjuster
by reason of his knowledge and

experiences;

“affiliate” means an entity that is affiliated with

another entity and for purposes hereof one

entity is affiliated with another entity if one

of the entities is controlled by the other or

both are controlled by the same person;

“amortization date” means, in relation to the value

of a mortgage loan payable to a registered

insurer, the earliest of the following dates,

namely -

(a)

the earliest date, if any, when the rate
of interest payable under the terms of the
mortgage loan can be increased by the
lender;

the date when the mortgage loan is repaid
in full if it is repaid in accordance with
the loan agreement; and

where the purchase price of the mortgage
loan is in excess of the principal amount
outstanding under the loan on the date of

its acquisition by the registered insurer,
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the earliest date, if any, before the end
of the original term of the loan, when the
loan can be repaid in full without the
borrower incurring a penalty in excess of
an amount equal to interest in respect of
six months calculated on the principal
amount outstanding under the loan on
the date of repayment;

“amortized value” means, 1in relation to the value
of redeemable security on any date after its
acquisition, a value so determined that if the
security were purchased at that date and at
that value, the yield would be the same as the
yield with reference to the purchase price;

“annual statement” means in respect of a registered
insurer, the annual return of the registered
insurer prepared in accordance with section 58
of the Act;

“approved educational institution” means the
institution or organization appointed by the
Commission to supervise and administer the
examinations required in pursuance of Part V of
the Act;

“Board” means the person appointed by the Commission
to supervise and administer the examinations
required in pursuance of Part V of the Act;

“board”, “board of directors”, or “directors” refers
to the directors of a body corporate as a body
and, in the case of a society, refers to the
supreme governing body of the society;

“body corporate” means a corporate body wherever or

however incorporated;
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“boiler and/or machinery insurance” means insurance
against -
(a) liability arising out of -
(i) Dbodily injury to, or the death of ,
a person, oOr
(ii) the loss of, or damage to, property,
or
(b) the loss of, or damage to, property,
caused by the explosion or rupture or
malfunction or breakdown of, or accident
to, pressure vessels of any kind and
pipes, engines and machinery;

“catastrophe hazard” means a circumstance under
which there is a significant deviation of the
actual aggregate losses from the expected
aggregate losses. For example, a hurricane is
a hazard that is catastrophic in nature;

“common-law partner” means, in relation to an
individual, a,person who is cohabiting with the
individual in a conjugal relationship, having
so cohabited for a period for at least seven
years;

“company” means a body corporate that carries on or
proposes to carry on insurance business in The
Bahamas;

“company (or staff) adjuster” means an individual
being a salaried employee of an insurer, agent
or broker, who carries out on behalf of such
insurer, agent or broker all or any of the
functions described under the definition of
adjuster;

“contractor’s all risk insurance” means i1nsurance
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against loss incurred as a result of fire and
other specified perils in respect of both
temporary and permanent works while in the
course of construction and until handed over by
the contractor to the employer;

“controller” means a director or a chief executive
officer of a company;

“credit insurance” means insurance against loss to
a person who has granted credit where the loss
is the result of the insolvency or default of
the person to whom credit is given but does not
include insurance coming within the class of
mortgage insurance;

“credit protection insurance” means insurance
whereby the insurer agrees to pay off credit
balances or debts of individuals in the event
of an impairment or potential impairment in the
individual's income or ability to earn an
income, but does not include insurance coming
within the class of accident and sickness
insurance, life insurance, or mortgage
insurance;

“crops insurance” means insurance against loss of or
damage to crops resulting from fire, windstorm,
drought, flooding, disease and other perils;

“debt security” means a redeemable security, a
perpetual bond or a mortgage loan;

“director” means a natural person occupying the
position of director, by whatever name called,
of a body corporate;

“directors’ and officers’ liability insurance” means

insurance against liability incurred by
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directors or officers under the Companies Act

Ch.308. in or otherwise connection with their duties

as directors and officers of companies;

“employers’ liability insurance” means -

(a)

insurance against legal liability arising
out of Dbodily injury to, or the
disability or death of, an employee of
the insured occurring as a result of or
in the course of the employee’s
employment; and

if included in a contract that provides
insurance against liability arising out
of bodily injury to, or the disability or
death of, an employee of the insured,
includes insurance coming within the
class of personal accident insurance
covering an employee of the insured where
the insurance is limited to accidents
occurring as a result of or in the course
of the employee’s employment whether or

not liability exists;

“entity” means a body corporate, trust, partnership,

fund,

an unincorporated association or

organization, or an agency of the government;

“equity asset” means any share of the capital stock

of a corporation;

“fidelity insurance” means -

(a)

insurance against loss caused by the
unfaithful performance of duties by a
person in a position of trust; or
insurance whereby an insurer undertakes

to guarantee the proper fulfillment of
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the duties of an office; including
commercial guarantees, bankers’ court and
government bonds;

“fire insurance” means insurance against the loss
of, or damage to, property caused by fire,
lighting, explosion due to ignition, smoke, and
the breakage of or the leakage from a sprinkler
or other fire protection equipment or system;

“foreign company” means an insurance company
incorporated or established outside The
Bahamas;

“group insurance” means insurance whereby the lives
or health of a number of persons are insured
severally under a single contract between an
insurer and an employer or other person;

“‘holding body corporate” means a body corporate that
has another body corporate as its subsidiary;

“hurricane and windstorm insurance” insurance
against the loss of, or damage to, property
caused by windstorm, cyclone, hurricane or
tornado, including rain accompanying, flood
following and Tidal Wave caused by such perils;

“indebtedness” includes indebtedness in respect of
commercial paper, acceptances, lines of credit
to the extent drawn on-and margin loans made to
a director or officer of a company;

“independent” means not affiliated;

“independent adjuster” means an adjuster appointed
by an insurer, agent, or broker to assess on
behalf of the insurer, agent or broker the
settlement of a claim under an insurance

contract or policy;
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“independent adjuster” means, in addition to the
definition of “adjuster” above, an adjuster
appointed by an insurer, agent, or broker to
assess on behalf of the insurer, agent or
broker the settlement of a claim under an
insurance contract or policy;

“industrial life insurance” means life insurance,
the premiums for which are usually collected
weekly or monthly by the insurer's
representative at the policyholder's home or
place of work;

“legal expense insurance” means 1insurance against
the cost incurred by a person or persons for
specified legal services, including fees or
other costs incurred relative to the provision
of such services;

“liability insurance” means the business of
effecting and carrying out contracts of
insurance against risks of the persons insured
incurring liabilities to third parties, not
being risks arising out of, or in connection
with the use of, motor vehicles or out of,
or in connection with the use of, vessels or
aircraft or risks incidental to the
construction, repairlor docking of vessels or
aircraft;

“libel and slander insurance” means insurance
against liability in law for damages and
claimant’s costs and expenses in respect of
claims made against the insured for any libel,
slander to title of goods, infringement of

trademark, registered design, copyright or
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patent right, arising from matter contained in
specified publications;
“life insurance” means insurance 1in respect of

which an insurer undertakes to pay insurance

money -
(a) on death;
(b) on the happening of an event or

contingency dependent on human life;
(c) at a fixed or determinable future time or
times; or
(d) for a term dependent on human life,
and which, for greater certainty,
includes -
(i) accidental death insurance, but not
accident insurance;
(11i) health insurance;
(iii)disability insurance;
(iv) group insurance; and
(v) an undertaking entered into by an
insurer to provide a life or fixed
term annuity or what would be an
annuity except for the fact that the
periodic payments may be unequal in
amount, and provides for the
establishment;s accumulation and
payment of sinking, redemption,
accumulation renewal or endowment
funds;
“livestock insurance” means insurance against the
loss, sickness or death of, or injury to,
animals, birds or fish;

“long-term mortgage loan” means on any date, a
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mortgage loan the terms of which do not require

the

repayment in full of the principal amount

thereof until after the expiration of five

years from that date;

“long-term redeemable security” means on any date,

a redeemable security the terms of which do

not require the repayment in full of the

principal amount thereof until after the

expiration of five years from that date;

“marine,

aviation and transit insurance” means the

business of effecting and carrying out,

otherwise than incidentally to some other class

of'insurance business, contracts of insurance -

(a)

(b)

upon vessels or aircraft, or upon the
machinery, tackle, furniture or equipment
of vessels or aircraft;

upon goods, merchandise or property of any
description whatever on board vessels or
aircraft;

upon the freight of, or any other interest
in or relating to, vessels or aircraft;
against damage arising out of or in
connection with the use of vessels or
aircraft, including third-party risks;
against risks incidental to the
construction, repair or docking of
vessels, including third-party risks;
against transit risks, whether  the
transit is by sea, inland water, land or
air, or partly one and partly another,

including risks incidental to the transit
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insured from the commencement of the
transit to the ultimate destination
covered by the insurance, but not
including risks the insurance of which is
motor vehicle insurance business; or

(g) against any other risks the insurance of
which is customarily undertaken in
conjunction with or as incidental to any
business referred to in the foregoing
paragraphs of this definition;

“market deficiency” means in respect of any class
of assets of registered insurer, on any date,
the amount, if any, by which the aggregate of
the 'book values on that date of the assets of
the registered insurer in that class exceeds
the aggregate of their market values on that
date;

“market excess” means in respect of any class of
assets of a registered insurer, on any date,
the amount, if any, by which the aggregate of
the market values on that date of the assets of
the registered insurer in that class exceeds
the aggregate of their book values on that
date;

“medical or health service jorganization” means but
is not limited to medical service plans,
hospital service plans, health maintenance
organizations, pre-paid limited health care
service plans, dental, optometry and other
similar health service plans;

“mortgage insurance” means insurance against loss

caused by default on the part of a borrower
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under a loan secured by a mortgage on real
property, a hypothec on immovable property or
an interest in real or immovable property;

“mortgage loan” means a loan made by or assigned
to a registered insurer the repayment of which
is secured by a mortgage on real property;

“motor insurance” means insurance against -

(a) liability arising out of -
(i) bodily injury to, or the death of, a
person, oOr
(ii) the loss of, or damage to,
property, caused by an automobile or
the use or operation thereof; or
(b) the loss of, or damage to, an automobile
and the loss of use thereof, and includes
insurance coming within paragraph (a) of
the definition of the class of accident
and sickness insurance where the accident
is caused by an automobile or the use or
operation thereof, whether liability
exists or not, if the contract also
provides the insurance described in
subparagraph (a) (i)

“‘non-admitted” in relation to an asset, means an
asset or portion ofpan-asset that is non-
liquid, the value of which is wuncertain, and
that 1is not allowed by these regulations to
be taken into account when assessing an
insurance company’s solvency margin;

"not in good standing" in respect of a loan, means

a loan in respect of which -



“officer”

(a)
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any payment of principal or interest is
90 days or more overdue,

interest is not being accrued on the books
of the lender because it is doubtful
whether the principal or interest will be
paid or recovered, or

the rate of interest is reduced by the
lender because the borrower is financially
weak;

or “senior officer” means -

in relation to a body corporate, a
director of the body corporate who is a
full-time employee of the body corporate,
the chief executive officer, chief
operating officer, president, vice-
president, secretary, controller,
treasurer, chief financial officer, chief
accountant, chief auditor, chief actuary,
and any other natural person designated as
an officer of the body corporate by by-law
or by resolution of the directors of the
body corporate;

the head of the strategic planning unit
of the body corporate;

the head of the unit of the body corporate
that provides legal services or human
resources services to the body corporate;
or

in relation to any other entity, any
natural person designated as an officer
of the entity by by-law, by resolution of

the members thereof, or otherwise;
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“ordinary life insurance” means life insurance other

than industrial life insurance;

“pecuniary loss insurance” means the business of

effecting and carrying out contracts of

insurance against any of the following risks,

namely -

(a)

risks of loss to the person insured
arising from the insolvency of debtors of
theirs or from the failure (otherwise
than through insolvency) of debtors of
theirs to pay their debts when due,
risks of 1loss to the persons insured
arising from their having to perform
contracts of guarantee entered into by
them,

risks of loss to the persons insured
attributable to their incurring unforeseen
expense, and

risks neither falling within any of the
foregoing paragraphs nor being of a kind
such that carrying on of the business
effecting and carrying out contracts of
insurance against them constitutes the
carrying on of insurance business of
some other classand excludes risks of
loss to the persons insured attributable
to interruptions of the carrying on of
business carried on by them or to
reductions of the scope of business so

carried on;

“permanent health insurance” means insurance

against risks of the persons insured
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sustaining injury as the result of an

accident or of an accident of a specified

class or becoming incapacitated in

consequence of disease or of disease of a

specified class being contracts that -

(a) are expressed to be in effect for a
period of not less than five years or
without limit of time, and

(b) either are not expressed to be
terminable by the insurer before the
expiration of five (5)years from the
taking effect thereof or are expressed
to be so terminable before the
expiration of that period only in
special circumstances therein
mentioned;

“perpetual bond” means a bond the terms of which do
not require the repayment of the principal
amount thereof at any fixed or determinable
date, or otherwise than at the option of the
borrower;

“personal liability insurance” means insurance
against the legal liability of the insured and
any member of the family of the insured
normally residing withthim to compensate third
parties for any injury, illness, loss of or
damage to property arising out of their private
activities away from home;

“policy” means any written contract of insurance or
reinsurance whether contained in one or more

documents, and includes any annuity contract;
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“product liability insurance” means 1nsurance
against liability incurred by manufacturers,
repairers, or retailers arising out of -

(a) Dbodily injury to, or the death of, a
person, oOr

(b) the loss of, or damage to, property,
caused by products (including containers,
packaging and labelling) made, sold or
distributed by them;

“professional indemnity insurance” means insurance
against legal liability towards third parties
for injury, loss or damage, arising from a
person’s own professional negligence, error or
omission or that of his employees;

“property insurance” means the issue of, or the
undertaking of liability pursuant to policies
of insurance against loss or damage to real or
personal property of every kind and interests
therein, from any hazard or cause, or against
loss consequential upon such loss or damage,
not being risks the insurance of which is motor
vehicle insurance business or marine, aviation
and transit insurance business;

“public adjuster” means an adjuster appointed by an
insured or claimant tojassess and agree on the
settlement of a claim under an insurance
contract or policy;

“public liability insurance” means -

(a) 1nsurance against legal liability arising
out of -
(i) bodily injury to, or the death of, a

person, or
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(ii) the loss of, or damage to, property;
and

includes insurance against expenses
arising out of bodily injury to a person
other that the insured or a member of the
family of the insured, whether liability
exists or not, if the insurance is
included in a contract for the insurance
described in paragraph (a), but

does not include insurance coming within
the class of aircraft insurance,
automobile insurance, marine, engineering,

product or employers’ liability insurance;

“redeemable security” means a security, other than

an equity asset, that is issued for a fixed

term and is redeemable at the end of that term

at a specified value;

“reinsurance ratio” means the inverse of the ratio

of the total claims incurred by a registered

insurer during the preceding twelve month

period to the total of the amounts of the

claims that the registered insurer has

recovered and is entitled to recover from

reinsurers, other than claims in respect of

accident and sickness-policies;

“security” means -

(a)

in relation to a body corporate, a share
of any class of shares of the body
corporate or a debt obligation of the body
corporate, and includes a warrant of the
body corporate, but does not include a

deposit with a financial institution
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or any instrument evidencing such a
deposit, and

(b) 1in relation to any other entity, any
ownership interest in or debt obligation
of the entity;

“security interest” means an interest in or charge
on property by way of mortgage, lien, pledge,
or otherwise taken by a creditor or guarantor
to secure the payment of performance of an
obligation;

“service corporation” means, in relation to a
company, a body corporate that engages
exclusively in the provision of services to
other companies;

“short-term mortgage loan” means, on any date, a
mortgage loan the terms of which require the
repayment in full of the principal amount
thereof not later than five years from that
date;

“short-term redeemable security” means, on any
date, a redeemable security the terms of which
require repayment in full of the principal

amount thereof not later than five years
from the date;

“sickness or health insurance” means -

(a) 1insurance against loss resulting from the
illness or disability of a person other
than loss resulting from death,

(b) insurance whereby an insurer undertakes to
pay a certain sum or sums of money in the
event of the illness or disability of a

rerson, Or
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(c) insurance against expenses incurred for
vision or dental care, laboratory or x-
ray services, hospitalization, other than
for illness or disability arising out of
an accident;

“significant borrower” in respect of a company,
means -

(a) a natural person who has indebtedness for
money borrowed from the company or from an
affiliate of the company, other than a
loan secured by a mortgage on the
principal residence of that person, the
total principal of which exceeds the
the greater of -

(i) $200,000, and

(ii) one fiftieth of one per cent of the
regulatory capital of the company, or

(b) an entity that has indebtedness for money
borrowed from the company or from an
affiliate of the company the total
principal of which exceeds the greatest
of -

(i) $500,000,

(ii) one twentieth of one per cent of the
regulatoryrecapital of the company,
and

(iii) twenty-five per cent of the value of
the assets of the entity;

“significant interest” means a person has a

significant interest in a class of shares of a

company where the aggregate of -

(a) any shares of that class beneficially
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owned by the person, and
(b) any shares of that class beneficially
owned by entities controlled by the person
exceeds 10 per cent of all the outstanding
shares of that class of shares of the
company.
“subsidiary” means a body corporate that is
controlled by another body corporate;
“surety insurance” means insurance whereby an
insurer undertakes to guarantee -
(a) the due performance of a contract or
undertaking, or
(b). the payment of a penalty or indemnity
for any default, but does not include
insurance coming within the class of
credit insurance, credit protection
insurance, or mortgage insurance;
“theft insurance” means insurance against the loss
of, or damage to, property caused by theft,
wrongful conversion, burglary, housebreaking
or robbery, and includes insurance against
loss caused by forgery;

“third party administrator” means a person who or

which performs managerial and clerical
functions for an insurer or on behalf of a
group of insured individuals;

“third party liability insurance” means insurance
against legal liability of the insured to pay
in respect of death or bodily injury to, or
damage to the property of, third parties;

“title insurance” means insurance against loss or

damage caused by -
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(a) a defect in the title to real property,

(b) the existence of a lien, encumbrance or
servitude on real property,

(c) a defect in the execution of a mortgage,
hypothecate or deed of trust in respect
of real property, or

(d) any other matter affecting the title to
real property or the right to the use and
employment of real property;

“unit-linked insurance” means insurance provided by
life insurance contracts but which includes
benefits which are wholly or partly linked to
the income from or the value of any group of
the company’s assets or wholly or partly
calculated by reference to the yield from or
the value of any descriptions of investments,
whether investments of those descriptions are
held by the company or not;

“universal life insurance” means a flexible whole-
life insurance policy that provides lifetime
protection under a contract that separates the
protection and savings components. The policy
owner can vary the timing and amount of premium
payments and earn interest in excess of the
guaranteed creditingjyrate based on the
investment performance of the insurer;

“variable life insurance business” means life
insurance business under a policy the duration
of which may vary, and under which the benefits
payable to the policyholder are to be
determined wholly or partly -

(a) according to the investment experience
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of a separate segregated account or
accounts maintained by the insurer in
respect of that policy or class of
policy,

by reference to the wvalue of or income
from assets of any description allocated
in the general accounts of the insurer in
respect of that policy or class of
policies whether or not it is specified
in the policy, or

by reference to fluctuations in or in an
index of the wvalue of assets of any
description  whether or not it is

specified in the policy;

“variable annuity business” means insurance business

under a policy or contract which provides that

the annuity benefits payable to the policy

holder are to be determined wholly or partly -

(a)

according to the investment experience
of a separate segregated account
maintained by the insurer in respect of
that policy or class of policy,

by reference to the value of, or income
from assets of any description allocated
in the general acgounts of the insurer in
respect of that policy or class of policy
whether or not specified in the policy,
or

by reference to fluctuations in or in an
index of, the wvalue of assets of any
description whether or not specified in

the policy;
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“water damage insurance” means insurance against the

loss of, or damage to, property caused by the

escape of water or oil -

(a)

(b)

from plumbing, heating or sprinkler or
other fire protection equipment or system
in a building, or

from any water main or water pipe outside

of a building;

“yield” means -

(a)

in relation to a mortgage loan, the
effective rate of interest that will be
returned on the purchase price of the
loan 1if the payments on account of
principal and interest specified in the
loan agreement are made up to and
including the amortization date and

any principal amount outstanding under
the loan is then repaid,

in relation to a redeemable security, the
effective rate of interest that will be
returned on the purchase price of the
security if the payments on account of
interest specified in the security are
made up to and including the redemption
date and the security is then redeemed at
the specified value, the redemption date
being, in the case of a security that is
redeemable at more than one specified
date, the specified date that gives the

lowest effective rate of interest.

An insurance company shall not engage in any
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class of insurance business unless it is registered for that

purpose pursuant to section 28 of the Insurance Act.

PART II

CORPORATE GOVERNANCE

This Part is in the exercise of the power conferred upon the

Insurance Commission by section 233 of the Insurance Act and

in pursuance of section 68 of the Act.

3.

For the,purposes of Part II of these regulations,

a natural person/is affiliated with a company where the

person -

(a)

is, or was at anytime in the past three years
an officer, employee, attorney or external
auditor of the company or of an affiliate of
the company;

exercises votling control of 5% or more

of the share capital of the company;

has a significant interest in a class of
shares of the company;

has a substantial investment in an
affiliate of the company;

is a significant borrower in respect of

the company;

is an officer or employee of an entity

that is a significant borrower in
respect of the company;

controls one or more entities of which
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the total indebtedness to the company or

to an affiliate of the company would cause
those entities, if treated as a single
entity, to be a significant borrower of the
company;

(h) provides goods or services to the

company, Oor 1s a partner or an employee

in a partnership that provides goods or

services to the company or an officer or

employee of, or a person who has a

substantial investment in, a body

corporate that provides goods or

services to the company, if the total

annual billings to the company in

respect of the goods and services

provided exceeds ten per cent of the

total annual billings of the person,

partnership or body corporate, as the

case may be;

(i) has a-“loan that was obtained under
special circumstances or conditions
or that is not in good standing from
the company, or from an affiliate of the
company or is a director, an officer or an
employee of, or a person who controls, an
entity that has a loan that was obtained
under special circumstances or conditions
that is not in good standing from the
company or from an affiliate of the
company; or

(j) 1s the parent, spouse or common law

partner or child of a person described
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in any of subparagraphs(a) to (i).
Control. 4. For the purposes of these regulations, a person
has “control”, of -

(a) a body corporate, if securities of the
body corporate to which are attached more
than 50 per cent of the votes that may be
cast to elect directors of the body
corporate, are beneficially owned by the
person and the votes attached to those
securities are sufficient, if exercised, to
elect a majority of the directors of the body
corporate;

(b) an ‘unincorporated entity, other than a
limited partnership, if more than 50 per
cent of the ownership interests, however
designated, into which the entity is divided
are beneficially owned by that person and the
person 1is able to direct the business and
affairs of the entity;

(c) a limited partnership, if the general
partner controls the limited
partnership; and

(d) an entity, if the person has any direct

or indirect influence that, if exercised,

would result in control 1in fact of the

entity.
Deemed 5. For the purposes of these Regulations, a
control. person is “deemed to control” of an entity where -

(a) any entity that is controlled or deemed
to be controlled by an entity is under the
control of that person;

(b) the aggregate of -
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(i) any securities of the entity that are
beneficially owned by that person, and

(ii) any securities of the entity that are
beneficially owned by any entity
controlled by that person

is such that, 1if that person and all of the

entities referred to 1in subparagraph (b) (1)

that beneficially own securities of the entity

were one person, that person would control

the entity.

Significant 6. For the purposes of these regulations -

interest. (a)

(b)

a person has a “significant interest” in

a /class of shares of a company where the

aggregate of -

(1) any shares of that class beneficially
owned by the person, and

(ii) any shares of that class beneficially
owned by entities controlled by the person
exceeds 10 per cent of all of the
outstanding shares of that class of shares
of the company.

a person has an “increased significant

interest” where that person, or any entity

controlled by that person, has a significant

interest in a class |of | shares of a company

and increases that significant interest in the

class of shares where the person or any entity

controlled by that person -

(1) acquires beneficial ownership
of additional shares of that class, or

(ii) acquires control of any entity that

beneficially owns shares of that class, in
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such number as to increase the percentage

of shares of that class that are

beneficially owned by the person and by

any entities controlled by the person.

7.(l)For the purposes of this regulation, where two or

more persons have agreed, pursuant to any agreement,
commitment or understanding, whether formal or informal,
verbal or written, to act jointly or in concert in respect
of -

(a) shares of a company that they beneficially
own;
(b) shares or ownership interests that they

beneficially own of any entity that
beneficially owns shares of a company; or
(c) shares or ownership interests that they
beneficially own of any entity that
controls any entity that beneficially owns
shares of a company,
those persons shall be deemed to be a single person who is
acquiring beneficial ownership of the aggregate number of
shares of the company or shares or ownership interests of the
entity that are beneficially owned by them.
(2)Without limiting the generality of subparagraph
(1), any agreement, commitment understanding by or between
two or more persons who beneficially own shares of a company
or shares or ownership interests of any entity referred to
in paragraph (1) (b) or (c) -
(a) whereby any of them or their nominees
may veto any proposal put before the
board of directors of the company; or
(b) pursuant to which no proposal put before

the board of directors of the company
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may be approved except with the consent
of any of them or their nominees,
shall be deemed to be an agreement, commitment or
understanding referred to in subparagraph (1).
8. For the purposes of paragraph 7, persons shall be

presumed not to have agreed to act jointly or in concert

by reason-of the fact that -
(a) one 1is the proxyholder of one or more
of the others in respect of shares or
ownership Interests referred to in
subparagraph (1) of regulation 7; or
(b) they vote the voting rights attached to
shares or ownership interests referred
to in subparagraph(l) of regulation 7 in the
same manner.
9. Where in the opinion of the Superintendent it
is reasonable to conclude that an agreement, commitment or
understanding referred to in subparagraph (1) of regulation
7 and exists by or among two or more persons, the
Superintendent may designate those persons as persons who
have agreed to act jointly or in concert.
10. A person has a substantial investment in a body
corporate where -
(a) the voting rights attached to the
aggregate of any voting shares of the
body corporate beneficially owned by the
person and by any entities controlled by the
person exceed 10 per cent of the voting
rights attached to all of the outstanding
voting shares of the body corporate; or

(b) the aggregate of any shares of the body



Increasing
substantial
investment
in a body

corporate.

New subs-
tantial

investment.

31

corporate beneficially owned by the
person and by any entities controlled by
the person represents ownership of
greater than 25 per cent of the
shareholders’ equity of the body

corporate.

11. A person who has a substantial investment in

a body -corporate pursuant to paragraph 6(a) increases

that substantial investment when the person or any entity

controlled by the person -

(a)

acquires beneficial ownership of

additional voting shares of the body
corporate in such number as to increase

the ‘percentage of voting rights attached

to the aggregate of the voting shares of

the body corporate beneficially owned by

the person and by any entities

controlled by the person; or

acquires control of any entity that
beneficially owns any voting shares of the
body corporate in such number as to increase
the percentage of voting rights attached to
the aggregate of the voting shares of the body
corporate beneficially owned by the person and

by any entities controlled by the person.

12. For greater certainty -

(a)

where a person has a substantial investment

in a body corporate and the person, or any

entity controlled by the person -

(i) purchases or otherwise acquires
beneficial ownership of shares of the

body corporate, or
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acquires control of any entity that
beneficially owns shares of the body
corporate, in such number as to cause the
shareholders' equity of the body
corporate represented by the aggregate of
the shares of the body corporate
beneficially owned by the person and by
any entities controlled by the person to
exceed 25 per cent of the shareholders'

equity of the body corporate; or

(b) where a person has a substantial investment in

a body corporate and the person or any entity

controlled by the person -

(1)

(11)

purchases or otherwise acquires
beneficial ownership of voting shares of
the body corporate, or

acquires control of any entity that
beneficially owns voting shares of the
body corporate, in such number as to
cause the voting rights attached to the
aggregate of the voting shares
beneficially owned by the person and by
any entities controlled by the person to
exceed 10 per cent of the voting rights
attached to all j0f the outstanding voting
shares of the company, the acquisition is
deemed to cause the person to increase a
substantial investment in the Dbody

corporate.

A person has a substantial investment in an

unincorporated entity where the aggregate of any ownership

interests,

however designated, into which the entity is
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porated divided, beneficially owned by the person and by any entities
entity. controlled by the person exceeds 25 per cent of all of the
ownership interests into which the entity is divided.
Increasing 14. A person who has a substantial investment in
substantial an unincorporated entity increases that substantial investment
investment when the person or any entity controlled by the person:
in unincor- (a) acquires beneficial ownership of additional
porated ownership interests in the unincorporated
entities. entity 1in such number as to increase the
percentage of ownership interests in the
unincorporated entity beneficially owned by
the person and by any entities controlled by
the person; or
(b) acquires control of any entity that

beneficially owns ownership interests in
the unincorporated entity in such number
as to increase the percentage of ownership
interests beneficially owned by the person
and by any entities controlled by the

person.

DIRECTORS AND OFFICERS

Duty to 15. (1)Subject to the Act and these Regulations, the

manage. directors of a company shall manage or ensure and supervise

the competent management of the business and affairs

of the registered insurance company.

(2)Without limiting the generality of subparagraph

(1), the directors of a company shall -

(a)

appoint a chief executive with integrity,
technical and managerial competence, and

appropriate experience, and effectively
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supervise and evaluate the performance of

the chief executive and his management team;

establish an audit committee to perform
the duties referred to in paragraph 21(2);
establish a conduct review committee to
perform the duties referred to in paragraph
22(2);

establish a committee for the investment
and lending policies, standards, and
procedures in accordance with these
regulations;

establish procedures to resolve conflicts
of'interest, including techniques for the
identification of potential conflict
situations and for restricting the use of
confidential information;

designate a committee of the board of
directors to monitor the procedures
referred to in subparagraph (e);

in the case of a company that issues
participating policies, establish, before
issuing any participating policies or, in
the case of an existing company, within
six months after the coming into force of
these Regulations, alpolicy for
determining the dividends and bonuses to
be paid to the participating
policyholders;

establish procedures to provide
disclosure of information to customers of
the company that is required to be

disclosed by the Act and for dealing with
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complaints made by customers of the
company;

designate a committee of the board of

directors to monitor the procedures referred
to in subparagraph (g) and satisfy itself that
they are being adhered to by the company;

in the case of an existing life company,
appoint the actuary of the company

forthwith after the coming into force of
these Regulations;

annually assess the effectiveness of its
overall governance process and arrange to
make changes as necessary; and

annually, within four months after the

end of each calendar year, report to the
Commission any material deficiencies and
problems that were identified within the
company, along with action plans and time

tables for their corrections.

(3) Subparagraphs (2)(a) (b)and (c) do not apply to

the directors of a company where -

(a)

all the voting shares of the company,
other than directors' qualifying shares,
if any, are beneficially owned by a
financial institution recognized by the
Commission;

there are no policyholders who are
entitled to vote; and

the audit committee or the conduct review
committee of the financial institution
referred to in subparagraph (a) performs

for and on behalf of the company all the
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functions that would otherwise be required
to be performed by the audit committee or
conduct review committee of the company
under these Regulations.
(4)A company, the directors of which establish or
vary a dividend or bonus policy under subparagraph (2) (9)
shall, within thirty days after the establishment or
variation; send a copy of it to the Commission.
(5) The Commission may make Regulations governing
the contents of a dividend or bonus policy established under

subparagraph (2) (g) .

(6)Every director and officer of a company
in exercising any of the powers of a director or an officer
and discharging any of the duties of a director or an officer
shall -

(a) act honestly and in good faith with a view to
the best interest of the company;

(b) exercise the care, diligence and skill that a
reasonably prudent person would exercise in
comparable circumstances; and

(c) manage the company 1n accordance with
international standards of sound business and
financial practice.

(7)Every director, officer and employee of a company
shall comply with the Act, these Regulations, the company's
incorporating instruments and the by-laws of the company.

16. No provision in any contract, in any resolution or
in the by-laws of a company relieves any director, officer or
employee of the company from the duty to act in accordance
with the Act and these Regulations or relieves a director,

officer or employee from liability for a breach thereof.
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DIRECTORS’ QUALIFICATION AND NUMBER

17. A registered insurance company shall have at

least five directors.

18. At least one half of the directors of a
company that is a subsidiary of a foreign company and at
least three quarters of the directors of any other company
must be, at the time of each director's election or
appointment, resident in The Bahamas.

19. The following persons are disqualified from
being directors of a company -

(a) a person who is less than eighteen years
of age;

(b) a person who is of unsound mind and has
been so found by a court in The Bahamas
or else- where;

(c) a person who has the status of a
bankrupt;

(d) a person who is not a natural person;

(e) a person who for whatever reason is
prohibited from exercising the voting rights
attached to shares of the company;

(f) a person who is an officer, director or
full time employee of an entity that is
prohibited from exercising the voting
rights attached to shares of the
company;

(g) a person who is an agent or employee of
the government of The Bahamas;

(h) a minister of the Government of The
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Bahamas; and
(i) a person who is an insurance agent or broker

of the company.

Committees of the Board

20. The Board of Directors of an insurance
company shall appoint from its members, an Audit Committee,
a Conduct Review Committee, and an Investment Committee, and
such other types as it may from time to time decide to
establish, and, subject to certain restrictions, delegate to
those committees such powers of the Board, and assign to
them such duties jas the Board considers appropriate.

21. (1) The audit.committee of a company shall consist
of at least three directors, the majority of whom must be
independent (i.e. not affiliated as per paragraph 3) and none
of whom may be employees or officers of the company or of a
subsidiary of the company.

(2) The duties of the audit committee shall be -

(a) to review the annual statement of the company
before the annual statement is approved by the
directors;

(b) to review such other returns of the company as
the directors may require;

(c) to require the management of the company to
implement and maintain appropriate internal
control procedures;

(d) to review, evaluate and approve those
procedures;

(e) to review such investments and transactions
that could adversely affect the well-being of

the company as the auditor or any officer of
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the company may bring to the attention of the
committee;

(f) to meet with the auditor to discuss the annual
statement and the returns and transactions
referred to it;

(g) to meet with the actuary of the company to
discuss the parts of the annual statement and
the annual return prepared by the actuary;

(h) to meet with the chief internal auditor of the
company, and with management, to discuss the
effectiveness of the internal control
procedures established for the company; and

(i) to . call a meeting of the Board to discuss

matters of concern.

Conduct 22.(1) The Conduct Review Committee of a company
review shall consist of at least three directors, the majority of
committee. whom must be independent (i.e. not affiliated as per paragraph

3) and none of whom may be employees or officers of the
company or of a subsidiary of the company.

(2) The duties of the Conduct Review Committee

shall be -

(a) to require the management of the company to
establish procedures for complying with the
rules on Transactions with related parties
(self-dealing);

(b) to review those procedures; and

(c) to review the practices of the company to

ensure that any transactions with related
parties of the company that may have a
material effect on the stability or solvency
of the company are identified.

Investment 23. The Investment Committee sets the investment
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investment strategies and policies, and oversees the
investment portfolio of the registered insurer. It should
monitor the investment results of the registered insurer and
regularly review and revise its investment strategies in the
light of changes in the market environment. It should also
give due consideration to matching the assets of the

registered insurer with its liabilities as appropriate.

INVESTMENT AND DISPOSITION OF COMPANY FUNDS

24.(1)With regard to the investment and disposition

of the funds of a registered insurance company, directors,
officers and members of a committee that can exercise any
authority over the-investment or disposition of the funds of
the company shall at all times comply with the relevant
requirements of the Companies Act as they relate to the
fiduciary duties owed to the company, and the declarations to
be made of interests in material contracts.

(2) The board of directors of an insurance company is
required to establish, and the company is required to adhere
to, investment and lending policies, standards and procedures
that a reasonable and prudent person would apply in respect of
a portfolio of investments and loans to avoid undue risk of

loss, and obtain a reasonable return.

25.(1)Apart from the entitlement of dividends, no
director or officer of the company, and no member of a
committee that can exercise any authority over the
investment or disposition of the funds of the company, shall
either directly or indirectly accept any fee, brokerage,
commission, gift or other consideration for or on account of

any loan, deposit, purchase, sale, payment or exchange made
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by or on behalf of the company, other than allowed for in
these Regulations.

(2)Where the director or officer is a policyholder,
he is entitled to all the benefits accruing to him under the
terms of his contract.

26. Where any purchase, sale, loan, deposit or
other investment is made by or on behalf of the company with
another company with which a director or an officer is
affiliated, interest on the sale, loan or other investment
shall be paid at a rate not lower, or higher as the case may
be, than the prevailing commercial rate for a sale, loan,
deposit or investment of a similar kind, size and term, as
in accordance with normal business practice.

27. The directors of a registered insurer may
exercise all the borrowing powers of the body corporate
provided that at no time may the undischarged amount of monies
to be borrowed or secured by the directors exceed five per
centum of the assets of the body corporate without the written
consent of the Commission. However, 1in the event of a
catastrophic event occurring, a registered insurer may borrow
in excess of 5%, but not to exceed the potential recoveries

from reinsurance.

CONFLICTS OF INTEREST DISCLOSURES

28.(1l)A director or an officer of a company who
(a) 1is a party to a material contract or proposed
material contract with the company;
(b) is a director or an officer of any

entity that is a party to a material
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contract or proposed material contract
with the company; or

has a material interest in any person

who i1is a party to a material contract or
proposed material contract with the
company, shall disclose in writing to the
company or request to have entered in the
minutes of the meetings of directors the

nature and extent of that interest.

The disclosure required by subparagraph (1)

(a)

(b)

in the case of a director -

at the meeting of directors at which a
proposed contract is first considered;
if the director was not then interested
in a proposed contract, at the first
meeting after the director becomes so
interested;

if the director becomes interested
after a contract is made, at the first
meeting after the director becomes so
interested; or

if a person who is interested in a
contract later becomes a director, at
the first meeting after that person

becomes a director.

(3) The disclosure required by subparagraph (1)

shall be made,

director -

(a)

in the case of an officer who is not a

forthwith after the officer becomes
aware that a proposed contract is to be
considered or a contract has been

considered at a meeting of directors;
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if the officer becomes interested after
a contract is made, forthwith after the
officer becomes so interested; or

if a person who is interested in a
contract later becomes an officer,
forthwith after the person becomes an

officer.

(4)If a material contract or proposed material

contract 1s one that,

the company,

the shareholders and policyholders,

referred to in subparagraph (1) shall disclose in writing to

would not require approval by the directors or

the company or request to have entered in the minutes of

meetings of directors the nature and extent of the director's

or officer's interest forthwith after the director or officer

becomes aware of the contract or proposed contract.

(5) Where subparagraph (1) applies to a director

in respect of a contract,

at any meeting of directors while the contract is being

considered at the meeting or vote on any resolution to

approve the contract unless the contract is -

(a)

an arrangement by way of security for
money lent to or obligations undertaken
by the director for the benefit of the
company or a subsidianyof the company;
a contract relating primarily to the
director's remuneration as a director or
an officer, employee or agent of the
company or a subsidiary of the company
or an entity controlled by the company
or an entity in which the company has a

substantial investment;

in the ordinary course of business of

a director or an officer

the director shall not be present
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(c) a contract for indemnification of

directors and officers, or for

Directors’ and Officers’ insurance; or
(d) a contract with an affiliate of the
company.

(6)Any director who knowingly contravenes subparagraph
(5) ceases to hold office as director and is not eligible,
for a-“period of five years after the date on which the
contravention occurred, for election or appointment as a
director of any insurance company that is incorporated or
formed in the jurisdiction.

(7)An act of the board of directors of a company or
of a committee of directors is not invalid because a person
acting as a director had ceased under subparagraph (6) to

hold office as a director.

29. For the purposes of paragraph 28 (1), a general
notice to the directors by a director or an officer
declaring that the director or officer is a director or
officer of an entity, or has a material interest in a
person, and is to be regarded as interested in any contract
made with that entity or person, is a sufficient declaration
of interest in relation to any contract so made.

30. A material contract between a company and one
or more of its directors or officers, or between a company
and another entity of which a director or an officer of the
company is a director or an officer or between a company and
a person in which the director or officer has a material
interest, is neither void nor voidable -

(a) Dby reason only of that relationship, or
(b) Dby reason only that a director with an

interest in the contract is 'present’



Application

to court.

Related party

of company.

45

counted to determine the presence of a

quorum at the meeting of directors that
authorized the contract, if the director or
officer disclosed the interest in accordance
with paragraph 28 (2), (3) or (4) or
paragraph 29 and the contract was approved by
the directors or the shareholders and
policyholders and it was reasonable and fair

to the company at the time it was approved.

31. Where a director or an officer of a company fails
to disclose an interest in a material contract in accordance
with paragraphs 28 and 29, a court may, on the application
of the company, /a shareholder of the company or a policy-
holder entitled to vote, set aside the contract on such

terms as the court thinks fit.

SELF-DEALING OR RELATED PARTY TRANSACTIONS

32.(1)For the purposes of these Regulations, a
person is a related party of a company where the person -

(a) is a person who has a significant
interest in a class of shares of the
company;

(b) is a director or senior officer of the
company or of a body corporate that controls
or 1s controlled by the company, or is acting
in a similar capacity in respect of an
unincorporated entity that controls or is
controlled by the company;

(c) is the parent, spouse, common-law

partner, or a child who is less than
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the entity, and the person does not control the entity or have
a substantial investment in the entity otherwise than through

the person's controlling interest in the company,
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eighteen years of age, of a person
described in subparagraph (a) or (b);
is an entity that is controlled by a
person referred to in any of
subparagraphs (a) to (c);

is an entity in which a person who
controls the company has a substantial
investment;

is an entity in which the parent,
spouse, common-law partner, or a child
who is less than eighteen years of age,
of a person who controls the company has
a /substantial investment; or

is a.person, or a member of a class of
persons, designated under subparagraph
(4) or (5) as, or deemed under
subparagraph (6) to be, a related party

of the company.

is not a related party of the company.

(3) The holding body corporate of a company is

deemed not to be a person referred to in subparagraph

if the holding

body corporate is a foreign company.

(4) For the purposes of these Regulations, the

Commission may,

designate as a

with respect to a particular company,

related party of the company -

the entity

(1) (a)
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(a) any person or class of persons whose direct
or indirect interest in or relationship with
the company or a related party of the company
might reasonably be expected to affect the
exercise of the best judgment of the company
in respect of a transaction; or

(b) any person who is a party to any agreement,
commitment or understanding and is acting in
concert with the other parties to the
agreement.

(5)Where a person is designated as a related party
of a company pursuant to subparagraph (4), the Commission may
also designate /any entity in which the person has a
substantial investment and any entity controlled by such an
entity to be a related party of the company.

(6)Where, in contemplation of a person becoming
a related party of a company, the company enters into a
transaction with the person, the person is deemed for the
purposes of these Regulations to be a related party of the
company in respect of that transaction.

(7) The Commission may, by order, designate a class
of non-voting shares of a company as exempt for the purpose of
this subsection. If a class of non-voting shares of a company
is so designated, a person 1is deemed, notwithstanding
subparagraph (1) (a), not to be a related party of the company
if the person would otherwise be a related party of the
company only because the person has a significant interest in
that class.

(8) For the purpose of determining whether an entity

or a person has a substantial investment for the purposes of

subparagraph (1) ( e) or (f), the references to "control" and
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"controlled" shall be construed as references to "control’
and “controlled” within the meaning of paragraph 4.

(9) For the purposes of subparagraph (1) (d),

"controlled" means "controlled” within the meaning

of paragraph 4.

33.(1)This Part does not apply in respect of any
transaction entered into prior to the coming into force of
these Regulations but, after the coming into force of these
Regulations, any modification of, addition to, or renewal or
extension of a prior transaction is subject to this Part.
(2) This Part does not apply in respect of -
(a) assets of a segregated fund where all

the policies in respect of which the fund is

maintained are held by one person or all the

amounts in respect of which it is maintained
are retained on the direction of one person;

(b) the issue by the company of shares of any
class when fully paid for in money or when
issued:

(1) in accordance with any provisions for
the conversion of other issued and
outstanding securities of the company
into shares of that class,

(1i) as a share dividend,

(iii)in exchange for!/ shares of a body
corporate that has been continued as a
company under the Act,

(iv) in accordance with the terms of an
amalgamation,

(v) by way of consideration in accordance

with the terms of a sale agreement, or
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(vi) with the approval in writing of the
Commission, in exchange for shares of
another body corporate;

(c) the payment of dividends or policy dividends
or bonuses by a company; oOr

(d) transactions that consist of the payment or

provision by a company to persons who are
related parties of the company of salaries,
fees, stock options, policy premiums, pension
benefits, incentive benefits or other
benefits or remuneration in their capacity as
directors, officers or employees of the
company .
(3)Nothing in subparagraph (2) (d) exempts from
the application of this Part the payment by a company of
fees or other remuneration to a person for (a) the provision
of services referred to in paragraph 42 (1) (a) or (b) duties
outside the ordinary course of business of the company.
(4)Where a holding body corporate of a company
is not a related party of the company, any entity in which
the holding body corporate has a substantial investment is
not a related party of the company if no related party of
the company has a substantial investment in the entity
otherwise than through the control of the holding body
corporate.

34. For the purposes of these Regulations, entering
into a transaction with a related party of a company
includes -

(a) making a guarantee on behalf of the
related party;

(b) making an investment in any securities

of the related party;
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(c) taking an assignment of or otherwise
acquiring a loan made by a third party
to the related party;

(d) taking a security interest in the securities
of the related party; and

(e) causing the company to be reinsured by

the related party against any risk undertaken
by the company.

(2) For the purposes of these Regulations, the
fulfilment of an obligation under the terms of any
transaction, including the payment of interest on a loan or
deposit and the making of a payment or an advance under a
policy, 1is part of the transaction, and not a separate
transaction.

(3) For the purposes of these Regulations, "loan"
includes a deposit, a financial lease, a conditional sales
contract, a repurchase agreement and any other similar
arrangement for obtaining funds or credit, but does not
include investments in securities or the making of an

acceptance, endorsement or other guarantee.

PROHIBITED RELATED PARTY TRANSACTIONS

35.(1)Except as provided in these Regulations, a company

shall not, directly or indirectly, enter into any transaction
with a related party of the company.

(2)Without limiting the generality of subparagraph (1),

a company 1s deemed to have indirectly entered into a
transaction in respect of which these Regulations apply where
the transaction is entered into by an entity that is

controlled by the company.
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(3) Subparagraph (2) does not apply in respect of
transactions entered into by an entity that is controlled by
a company if the transaction is a prescribed transaction or
is one of a class of prescribed transactions.

(4)A company shall not be deemed to have entered

into a transaction indirectly if it is entered into by a
servicescorporation that it controls and is on terms and
conditions at least as favourable as market terms and

conditions.

Permitted Related Party Transactions

36. Notwithstanding anything in these Regulations,
a company may enter into a transaction with a related
related party of the company if the value of the transaction
is nominal or immaterial to the company when measured by
criteria that have been established by the conduct review
committee of the company and approved in writing by the
Commission.

37.(1)A company may, subject to subparagraph (2),
cause itself to be reinsured by a related party of the
company against any risk undertaken by the company.

(2)A company may cause itself to be reinsured by

a related party of the company that is not a company or a
foreign company only with the approval of the Commission.

38. A company may, with the prior written
approval of the Commission, reinsure any risks undertaken
by a related party of the company.

39. A company may make a loan to or a guarantee
on behalf of a related party of the company or take an
assignment of or otherwise acquire a loan to a related party

of the company if -
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(a) the loan or guarantee is fully secured by
securities of or guaranteed by the Government
of The Bahamas; or

(b) the loan is made to a related party who is a
natural person on the security of a mortgage
of the principal residence of that related
party, and does not exceed 80 per cent of the
value of the property at the time of the
loan.

40.(1)A company may borrow money from or issue debt
obligations to a related party of the company.
(2)A company may issue policies to a related party
of the company opn accept or retain on the direction of
a policyholder or beneficiary who is a related party amounts
that are payable as -
(a) policy dividends or bonuses; or

(b) policy proceeds on the surrender or

maturity of the policy or on the death
of the person whose life is insured,
where the liabilities of the company in respect of the
policies or the amounts accepted or retained vary in amount
depending on the market value of a specified group of
assets.
41.(1)A company may purchase or otherwise acquire
from a related party of the company! =
(a) securities of or guaranteed by the
Government of The Bahamas;
(b) assets fully secured by securities of
or guaranteed by the Government of The
Bahamas; or

(c) goods for use in the ordinary course of

business.
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(2)A company may sell any assets of the company to a
related party of the company if the value of the assets,
plus the total value of all assets of the company directly
or indirectly acquired from, or directly or indirectly
transferred to the related party in the past twelve months,
is less than ten per cent of the total value of the assets
of the company as shown in the last annual financial
statement-of the company -

(a) the consideration for the assets 1is
fully paid in money; and

(b) there is an active market for those
assets.

(3) Notwithstanding any of the provisions of
subparagraphs (1) and (2), a company may, in the normal
course of business and pursuant to arrangements that have
been approved by the Commission in writing, acquire or
dispose of any assets, other than real property, from or to
a related party of the company that is a financial
institution.

(4)Notwithstanding any of the provisions of
subparagraphs (1) and (2), a company may acquire any assets
from, or dispose of any assets to, a related party of the
company as part of, or in the course of, a restructuring, if
the acquisition or disposition has been approved in writing
by the Commission.

(5)A company may lease assets if the lease payments
are made in money -

(a) from a related party of the company for
use in the ordinary course of business
of the company, or

(b) to a related party of the company.
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Services. 42.(1)A company may enter into a transaction with a

related party of the company if the transaction -

(a)

subject to subparagraph (2), consists

of a written contract for the purchase

by the company of services used in the

ordinary course of business;

subject to subparagraph (4), involves

the provision of services normally

offered to the public by the company in

the ordinary course of business;

consists of a written contract with a

financial institution or an entity in

which the company is permitted to have a

substantial investment that is a related

party of the company -

(1) for the networking of any services
provided by the company or the financial
institution or entity, or

(ii) for the referral of any person by the
company to the financial institution or
entity, or for the referral of any person
by the financial institution or entity to
the company;

consists of a written contract for such
pension or benefit plans or their management
or administration as are incidental to
directorships or to the employment of officers
or employees of the company or its
subsidiaries; or

involves the provision by the company of

management, advisory, accounting,

information processing or other services
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in relation to any business of the
related party.

(2)Where a company has entered into a contract
pursuant to subparagraph (1) (a) and the contract, when taken
together with all other such contracts entered into by the
company, results in all or substantially all of the
management functions of the company being exercised by
persons who are not employees of the company, the Commission
may, by order, if the Commission considers that result to be
inappropriate, require the company, within such time as may
be specified in the order, to take all steps necessary to
ensure that management functions that are integral to the
carrying on of business by the company are exercised by
employees of the company to the extent specified in the
order.

(3)Notwithstanding paragraph 35(2), a company is
deemed not to have indirectly entered into a transaction in
respect of which these Regulations apply if the transaction
is entered into by a service corporation that is controlled
by the company and the transaction is on terms and
conditions at least as favourable to the company as market
terms and conditions, as defined in paragraph 48 (2).

(4) The provision of services, for the purposes of
subparagraph (1) (b), does not include the making of
loans or guarantees.

43. (1) Subject to subparagraph (2) and paragraphs 44

and 45, a company may enter into any transaction with a
related party of the company if the related party is -
(a) a natural person who is a related party of

the company only because the person is -
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(i) a director or senior officer of the
company or of an entity that controls
the company, or

(ii) the parent, spouse, common-law partner,
or a child who is less than eighteen
years of age, of a director or senior
officer of the company or of an entity
that controls the company; or

(b) an entity that is a related party of the
company only because the entity is controlled
by -

(1) a director or senior officer of the
company or of an entity that controls
the company, or

(ii) the parent, spouse, common-law
partner, or a child who is less
than eighteen years of age, of a
director or senior officer referred
to in subparagraph (i).

(2)A company may, with respect to a related party
of the company referred to in subparagraph (1) who is a full-
time senior officer of the company, make, take an assignment
of or otherwise acquire a loan to the related party only if
the aggregate principal amount of all outstanding loans to the
related party that are held by Tthe company and its
subsidiaries, together with the principal amount of the
proposed loan, does not exceed the greater of twice the annual
salary of the related party and $100,000.

(3) Subparagraph (2) does not apply in respect of -

(a) loans referred to in paragraph 39(b), and
(b) margin loans referred to in paragraph 45,

and the amount of any such loans to a related
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party of a company shall not be included in
determining, for the purposes of subparagraph
(2), the aggregate principal amount of all
outstanding loans made by the company to the
related party.

(4)Notwithstanding paragraph 48, a company may
make a loan, other than a margin loan, to a senior officer of
the company on terms and conditions more favourable to the
officer than market terms and conditions, as defined in
paragraph 48 (2), if the terms and conditions of the loan have
been approved by the conduct review committee of the company.

(5)Notwithstanding paragraph 48, a company may make
a loan referred to in paragraph 39 (b) to the parent, spouse or
common-law partner of a senior officer of the company on terms
and conditions more favourable than market terms and
conditions, as defined in paragraph 48(2), if the terms and
conditions of the loan have been approved by the conduct
review committee of the company.

(6) Notwithstanding paragraph 48, a company may
offer financial services, other than loans or guarantees, to
a senior officer of the company, or to the parent, spouse,
common-law partner, or a child who is less than eighteen
years of age, of a senior officer of the company, on terms
and conditions more favourable than market terms and

conditions, as defined in subparagraph-48(2), if -

(a) the financial services are offered by the
company to employees of the company on those
favourable terms and conditions; and

(b) the conduct review committee of the
company has approved the practice of making

those financial services available on those



58

favourable terms and conditions to senior
officers of the company or to the parents,
spouses, common-law partners, or the children
under eighteen vyears of age, of senior

officers of the company.

Board 44, (1)Except with the concurrence of at least two
approval thirds of the directors present at a meeting of the board
required. of directors of the company, a company shall not, with respect

to a related party of the company referred to in paragraph 43
(1) -
(a) make, take an assignment of or otherwise
acquire a loan to the related party,
including a margin loan referred to in

paragraph 43;

(b) make a guarantee on behalf of the related
party, or
(c) make an investment in the securities of

the related party if,
immediately following the transaction, the aggregate of:

(i) the principal amount of all outstanding loans
to the related party that are held by the
company and its subsidiaries, other than
loans referred to in paragraph 39 (b), and
if the related party is a full-time senior
officer of the company, loans to the related
party that are permitted by subparagraph 43
(2) 7

(ii) the sum of all outstanding amounts guaranteed
by the company and its subsidiaries on behalf
of the related party, and

(iii)where the related party is an entity,



59

the book value of all investments by the
company and its subsidiaries in the

securities of the entity,

would exceed 2 per cent of the regulatory capital of the

company.

(2)A company shall not, with respect to a related

party of the company referred to in subparagraph 43 (1) -

(a)

(c)

make, take an assignment of or otherwise
acquire a loan to the related party,
including a margin loan referred to in
paragraph 45;

make a guarantee on behalf of the
related party; or

make .an investment in the securities of

the related party if,

immediately following the transaction, the aggregate of:

(1)

(11)

the principal amount of all outstanding loans
to all related parties of the company
referred to in paragraph 43 (1) that are held
by the company and its subsidiaries, other
than loans referred to in paragraph 39, and
loans permitted by subparagraph 43 (2),

the sum of all outstanding amounts guaranteed
by the company and its subsidiaries on behalf
of all related

parties of the company referred to in

subparagraph 43(1); and

(iii) the book value of all investments by the

company and its subsidiaries in the
securities of all entities that are related
parties of the company referred to in

subparagraph 43 (1),
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would exceed 50 per cent of the regulatory capital of the
company.

(3) Loans, guarantees and investments that are
referred to in paragraph 36 shall not be included in
calculating the aggregate of loans, guarantees and
investments referred to in subparagraphs (1) and (2).

45. The Commission may establish terms and
conditions with respect to the making by a company of margin
loans to any director or senior officer of the company.

46. (1)A company may enter into a transaction with a
related party of the company if the Commission, by order, has
exempted the transaction from the provisions of paragraph 35.

(2) The Commission shall not make an order

referred to in  subparagraph (1) unless the Commission 1is
satisfied that the decision of the company to enter into the
transaction has not been and is not likely to be influenced in
any significant way by a related party of the company and does
not involve in any significant way the interests of a related
party of the company.

47. A company may enter into a transaction with a
related party of the company if the transaction is a
prescribed transaction or one of a class of prescribed

transactions.

Restrictions on Permitted Transactions

48. (1) Except as provided in paragraphs 43(4) to
(6), any transaction entered into with a related party of
the company shall be on terms and conditions that are at least
as favourable to the company as market terms and conditions.
(2) For the purposes of subparagraph (1), "market

terms and conditions" means -
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(a) 1in respect of a service or a loan facility
offered to the public by the company in the
ordinary course of business, terms and
conditions that are no more or less
favourable than those offered to the public
by the company in the ordinary course of
business; and

(b) in respect of any other transaction, terms
and conditions, including those relating to
price, rent or interest rate, that might
reasonably be expected to apply in a similar
transaction in an open market under
conditions requisite to a fair transaction
between parties who are at arm's length and
acting prudently, knowledgeably and
willingly.

Disclosure

49. (1)Where, in respect of any proposed transaction
permitted by this Part, other than those referred to in
paragraph 36, a company has reason to believe that the other
party to the transaction is a related party of the company,
the company shall take all reasonable steps to obtain from the
other party full disclosure, in writing, of any interest or
relationship, direct or indirect, that would make the other
party a related party of the company.

(2)A company and any person who is a director or
an officer, employee or agent of the company may rely on any
information contained in any disclosure received by the
company pursuant to subparagraph (1) or any information

otherwise acquired in respect of any matter that might be the
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subject of such a disclosure and no action lies against the
company or any such person for anything done or omitted in
good faith in reliance on any such information.
50. If a company has entered into a transaction

that the company is prohibited by this Part from entering
into, or a company has entered into a transaction for which
approval’ is required under subparagraph 44 without having
obtained the approval, the company shall, on becoming aware of

that fact, notify the Commission without delay.

Remedial Actions

51.(1)Where & company enters into a transaction that it

is prohibited from entering into by these Regulations, the
company or the Commission may apply to a court for an order
setting aside the transaction and directing that the related
party of the company involved in the transaction account to
the company for any profit or gain realized.

(2)On an application to a court under subsection
(1), the court may make such order as it thinks fit,
including an order for compensation for any loss or damage
incurred by the company.

(3)An application under subsection (1) in respect of
a particular transaction may only be made within the period
of three months following the day the notice referred to in
paragraph 50 in respect of the transaction is given to the

Commission.
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SHARES OF COMPANY, PARENT OR SUBSIDIARY

52. Except as provided in sections 36 to 40, of
the Companies Act, or unless permitted by the Regulations, a
company shall not -

(a) hold shares of the company or of any body
corporate that controls the company;

(b) hold any ownership interests of any
unincorporated entity that controls the
company;

(c) permit any of its subsidiaries to hold any
shares of the company or of any body
corporate that controls the company; or

(d) permit any of its subsidiaries to hold
any ownership interests of any
unincorporated entity that controls the
company.

53. (1) Subject to subparagraph (2) and to its bylaws
a company may, with the consent of the Commission, purchase,
for the purpose of cancellation, any shares issued by it, or
redeem any redeemable shares issued by it at prices not
exceeding the redemption price thereof calculated according to
a formula stated in its by-laws or the conditions attaching to
the shares.

(2)A company shall not make any payment to purchase
or redeem any shares issued by it if there are reasonable
grounds for believing that the company is, or the payment
would cause the company to be, in contravention of any
regulation or any direction made by the Commission.

(3)A company may accept from any shareholder a
share of the company surrendered to it as a gift, but may

not extinguish or reduce a liability in respect of an amount
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unpaid on any such share except in accordance with an Act of
Parliament or provisions approved by the Commission.

54. (1)A company may, and may permit its subsidiaries to,
hold, in the capacity of a personal representative, shares
of the company or of any body corporate that controls the
company or ownership interests in any unincorporated entity
that controls the company, but only where the company or the
subsidiary does not have beneficial interest in the shares or
ownership interests.

(2)A company may, and may permit its subsidiaries to,
by way of security interest -

(a) hold shares of the company or of any
body corporate that controls the
company, or
(b) hold any ownership interests of any
entity that controls the company,
where the security interest is nominal or immaterial when
measured by criteria established by the company that have been
approved in writing by the Commission.

(3)Nothing in subparagraph (2) precludes a company oOr
any of its subsidiaries from holding any security interest
held immediately prior to the coming into force of these
Regulations.

55. A company may, with the Commission's approval,
hold shares of the company or shares or ownership interests
of an entity that controls the company, where -

(a) the shares or ownership interests are assets
of a fund maintained by the company; and

(b) the assets of the fund reflect the

securities upon which a generally
recognized market index is based and the

weighting of those securities in that
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index.

56. (1) Subject to subparagraph (2), where a company
purchases shares of the company or fractions thereof or
redeems or otherwise acquires shares of the company, the
company shall cancel those shares.

(2)Where a company or any of its subsidiaries,
through .the realization of security, acquires any shares of
the company or of any body corporate that controls the
company or any ownership interests in an unincorporated
entity that controls the company, the company shall, or
shall cause its subsidiaries to, as the case may be, within
six months after the day of the realization, sell or
otherwise dispose of the shares or ownership interests.

57. Subject to these Regulations, a company shall
cause any subsidiary of the company that holds shares of the
company, or of any body corporate that controls the company,
or any ownership interests of any unincorporated entity that
controls the company to sell or otherwise dispose of those
shares or ownership interests within six months after the day

this regqgulation comes into force.

PART III
CAPITAL REQUIREMENTS,DEPOSIT OF
ASSETS, SOLVENCY AND RESERVES

This Part is in the exercise of the power conferred upon the
Insurance Commission by section 233 of the Insurance Act and

in pursuance of sections 25, 43, 45 and 78 of the Act.

58. For the purpose of this Part, a natural
person is affiliated with a company as specified in

paragraph 3.
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References. 59. Reference -

(a)

with respect to a registered foreign insurer,
to an asset or to class of assets of a
registered insurer shall be construed as a
reference to an asset, or to the assets, of
that class, included in the assets in The
Bahamas of the registered foreign insurer;
and

to the date on which an asset was acquired or
purchased by a registered insurer shall be
construed as a reference to the most recent
date on which the asset was deposited with
the Commission or vested in trust under and

for the purposes of the Act.

SHARE CAPITAL

Share 60. (1) Subject to sub-paragraph (5), no company may

capital be registered to carry on in The Bahamas -

registra- (a)

tion.

long-term insurance business unless it

has a minimum paid-up and unencumbered

share capital of not less than three

million dollars;

general insurance business unless it has a
minimum paid-up and unencumbered share capital

of not less than two million dollars;

industrial life insurance business only unless
it has a minimum paid-up share capital of not

less than one million dollars; and
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(d) any other insurance business, unless it has a
minimum paid-up share capital of such amount
as the Commission determines, or an equivalent
sum in other currency approved by the
Commission, the capital to be fully paid up in

cash.

(2) In addition to the amounts specified in
subparagraph (1) the company may be required to have
additional funding in the form of contributed surplus so that
start-up expenses will not impair the initial capital. The
amount of such contributed surplus shall be determined by the
Commission.

(3)No foreign company may be registered to carry
on long-term or general insurance business in The Bahamas
unless, in addition to complying with subparagraph (1), it has
deposited with the Commission the deposits required under
paragraph 62.

(4) Subject to subparagraph (5), subparagraph (1)
shall not apply to an insurance company that is a mutual
insurance company.

(5)No company shall be registered as a mutual
insurance company unless it has minimum reserves of not less
than those amounts required of companies with paid-up share
capital.

(6) Subparagraph (1) shall not apply to a company

registered pursuant to the repealed Insurance Act immediately
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prior to the coming into force of the Act, but shall apply in
accordance with section 235 of the Act, so long as the time

limit for compliance does not exceed 3 years.

DEPOSIT OF ASSETS
61. An insurance company may be required under
sections 25 and 43 of the Act to deposit assets with the

Commission or invest any monies standing to the credit of its
funds in the assets or securities set out in paragraph 63,

subject to the restrictions set out in paragraphs 80 and 81.
62. The minimum assets required to be deposited

with the Commission by a registered insurer from commencement

of operations in or from within The Bahamas shall be -

(a) in respect of an entity which proposes
to carry on life and/or health insurance
business, two million dollars;

(b) in respect of an entity which proposes to
carry on property and casualty insurance
business, one million dollars; and

(c) 1in respect of an entity which proposes not
to write any new business, five hundred

thousand dollars.
63. Pursuant to Section 43(2) of the Act, the

deposits referred to in paragraph 62 shall be placed in a
trust to be held by a licenced Financial Institution in The

Bahamas approved by the Commission.
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64. (1)A trust referred to in paragraph 63 shall be
created by a trust deed, the contents and the trustee of
which shall be approved by the Commission before the trust
is created.

(2)A trustee may not deal with any assets held in
trust by him under this section without the prior general or
specific approval of the Commission.

65. The Commission may require the deposit referred
to in amount of sections 25 and 43 of the Act and
paragraph 62 to be increased, decreased, or otherwise
changed, either before or after granting the licence, to such
amount as it considers necessary, and for this purpose the
Commission may regquire a re-insurer that reinsures all or part
of the insurer’s business to deposit balances owing to the
insurer with the Commission.

66. An insurer may voluntarily make a deposit in

excess of the amount prescribed, but no part of a voluntary

deposit shall be withdrawn without the sanction of the
Commission.
67. The assets which a registered insurer is

required to deposit with the Commission shall consist of -
(a) cash;

(b) unencumbered securities of, or guaranteed
by, the Government;

(c) other securities, atjpan—accepted value and on

the conditions established by the Commission;

or
(d) letters of credit provided by a recognized
bank; and
(e) any combination of the above.
68. The value of such securities shall be estimate at

their market value, not exceeding par, at the time they are
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deposited. For securities without a par valve, the cost valve

value to the company is to be used.
ADMISSIBLE ASSETS AND SECURITIES

69. Of the value of the discounted assets which an
insurer.carrying on general business must at any time have in
order to maintain the minimum margin of solvency which that
insurer is required by the Act to maintain in respect of
general business, at least seventy-five percent shall be in
the form of admissible assets.

70. Of the value of the discounted assets which an
insurer carrying on long term business must at any time have
in order to maintain.the minimum margin of solvency which that
insurer is required by the Act to maintain in respect of long-
term business, at least twenty-five percent shall be in the
form of admissible assets.

71. For the purpose of these regulations
admissible assets are, subject to paragraphs 80, 81 and 82 -
(a) cash in hand and on deposit at a bank;

(
(

c)
(d) government guaranteed bonds or securities

o}

) bank certificates of deposits;

government bonds;

approved by the Commission;

(e) securities quoted onla recognized
securities exchange and/or preferred
shares issued by a company approved by

the Commission;

(f) loans by way of mortgages on real estate;
(g) net investment income due and accrued;
(h) premiums receivable;

(1) reinsurance balances receivable;
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(j) accounts receivable net of provisions for bad
and doubtful debts;
(k) land and buildings; and
(1) irrevocable letters of credit provided by a
recognized bank, for such amount and on such
conditions as approved by the Commission.
72.. An amount receivable or balance due from a

person with whom an insurer is affiliated, is not an

admissible asset of that insurer unless in any particular

case the Commission consents in writing to its being

regarded as such.

73. For the purposes of this Part and for

Solvency or reduced requirements, discounted assets and the

reduced value assigned to them by the superintendent are -

(a)

Goodwill and other intangible
assets (100% discount);

Deferred acquisition costs (100%
discount) ;

Non-performing mortgage loans
overdue for 90 days or more (0 -
20% discount);

Furniture and fixtures (0 - 85%
discount) ;

Equipment (0 - 50% discount)of the
net value;

Computer software (100% discount);
Ordinary shares of private, un-

audited corporations (100%
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discount) ;

(h) Agents debit balances (0 - 100%
discount depending on provisions
made in the balance sheet);

(1) Bills receivable that are not
properly secured by collateral
(100% discount):;

(j) Other prepaid expenses (100%
discount) ;

(k) Unsecured cash advances to or in
the hands of officers or agents
(100% discount);

(1) Outstanding premiums that are more
than one modal past due (100% discount)

(m) All NSF, Post Dated, Payment
Stopped or otherwise non-bankable

cheques (100% discount) ;

(n) non-arms-length transactions with
affiliates (0 - 75% discount);

(o) Accounts receivable (0-50 % discount);
(p) Investment assets (other than mortgages)
representing more than 60% of total
investments (5 - 25% discount); and

() Mortgages representing more than 80% of total

investments (5 - 25% discount).
Solvency 74. Notwithstanding anything to the contrary contained
margins. in these regulations, and after relevant consultations, the

Commission may, upon giving at least six months notice,
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adjust, or otherwise change the nature and manner of

determining the solvency margins required by this part.

VESTING OF ASSETS

75. (1) Pursuant to section 45 of the Act and subject
to paragraphs 76, 77 and 78, a registered insurer shall, in
respect of the insuring of risks that fall within the classes
of motor, property and long-term insurance business, vest
assets in trust the total value of which when determined on
the basis provided for in subsections (4) and (5) of section
45 of the Act or on the basis of the market value of those
assets, 1s at least equal to the total of -
(a) the amount of the reserve for actuarial
and other policy liabilities of the
registered insurer in respect of that
class, determined on the same basis as the
reserve included in the annual return of
the registered insurer; or
(b) the total amount of the other liabilities
of the registered insurer in respect of
that class.
(2) The assets required to be placed in Trust are
to be held by a licenced financial institution in The
Bahamas that is approved by the Commission.
(3) Trustees are to be appointed by the registered
company with the prior approval of the Commission.

76. For the purposes of the calculations in
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premiums. paragraph 75 -

(a) where a registered insurer has issued policies
on the premium note system, unearned
assessments levied in respect of outstanding
premium notes held by the registered insurer
shall be considered to be unearned premiums;

and

(b) unearned premiums shall be calculated on a pro
rata basis as at the date of the annual
return, except that, where the risk insured
and the amount of insurance are not
substantially uniform over the term of the
policy, the unearned premium shall be
calculated in such a manner as the Commission

may, by directive, determine.
Reduction 77.(1) Subject to subparagraph (2),where a registered
due to re- insurer 1is reinsured in whole or in part against risks

insurance. undertaken or claims payable«in respect of a policy or group

of policies, the aggregate of the amounts referred to in
paragraph 75 may be reduced by subtracting therefrom an amount
not exceeding 75% of the aggregate of the portions thereof
that may reasonably be considered to apply to the portion of
the risks or claims that is reinsured.

(2)Where a re-insurer is not authorised under the

Act to insure risks and is incorporatéed elsewhere than in The
Bahamas, a reduction under sub-paragraph (1) may be made only
if -

(a) the Commission has determined, by

directive, that the financial condition of

the re-insurer is satisfactory and that
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its operations are conducted in accordance
with sound business and financial
practices; and

security 1is maintained in The Bahamas, in
respect of the potential liabilities of the
re-insurer, in an amount, of a nature and
under arrangements that are determined by the

Commission, by directive, to be satisfactory.

78. The total value of assets required under

paragraph 75 to be vested may be further reduced by -

(a)

any assets deposited with the Commission

pursuant to Section 43 of the Act;

any.. reinsurance amount as ©presented in

paragraph 77;

any amounts that are receivable from agents
and policyholders of the registered insurer in
respect of policies 1in force, as may be

determined by, the Commission by directive; and
in connection with risks insured outside

The Bahamas, any assets required by an
insurance supervisory authority in a

foreign jurisdiction to be deposited,

vested, pledged, or otherwise dedicated or
encumbered in connection with any such

business.

79. The Commission may, by directive, allow a

registered insurer to reduce the total value of assets

required to be vested pursuant to paragraph 75 by the amount

of a letter of credit drawn on a bank, up to a maximum
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reduction of fifteen per cent of the total value.

80. A registered insurer shall not vest in trust-

(a)

interests in real property in excess of
fifteen percent of the total assets wvested

in trust; or

(b) equity interests in entities in excess of
twenty-five percent of the total assets
vested in trust.

81. A registered insurer may not deposit or wvest
in trust -

(a) securities issued by or debt obligations
of " the insurer or of any of its
affiliates;

(b) real property, or ground rents or
mortgages on real property situated
outside The Bahamas;

(c) any non-marketable shares or ownership
interests or securities which may be held in
any other entity;

(d) interests in real property or equity interests
in entities which exceed such percentage of
the total assets vested in trust as may be
prescribed or Dby a directive of the
Commission; or

(e) such other assets as the Commission may

direct pursuant to paragraph 79.

82. Notwithstanding anything to the contrary

contained in these regulations, the Commission may impose

additional restriction on -
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(a) the types of assets which may be vested in
trust;
(b) the total accepted value of particular

assets or classes of assets; and
(c) the place of investments.
83. Paragraphs 69 to 82 inclusive, shall apply,
mutatis mutandis, to the insurance business in The Bahamas

of a registered foreign insurer.

VALUATION OF ASSETS AND INVESTMENTS

84. (1)Subject to subparagraph (3), for the purpose
of these regulations the amortized value of a mortgage loan
payable to a registered insurer, on any date after the date

of its acquisition by the registered insurer and before its
amortization date, shall, at the option of the registered

insurer, be deemed to be -

(a) the value so determined that if the loan
were acquired on that date and at that
value, the yield wouldrbe the same as
the yield with reference to the purchase
price of the loan; or

(b) the value determined by adding -

(i) the principal amount outstanding under

the loan on that date; and

(ii) the product of -
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(aa) an amount equal to the purchase
price of the loan less the
principal amount outstanding under
the loan on the date of its
acquisition by the registered

insurer; and

(bb) the proportion that the period from
that date to the amortization date
of the loan bears to the period
from the date of acquisition of the
loan by the registered insurer to

its amortization date.
(2)For the purposes of these regulations, the

amortized value of a mortgage loan payable to a registered
insurer, on any date on or after its amortization date, shall
be deemed to be an amount equal to the principal amount

outstanding under the loan on that date.

(3) A registered insurer shall deem the amortized
value, on any subsequent date, of any mortgage loan payable
to the registered insurer to be the value determined by the
same method set out in subparagraph 1(a) or (b), unless it
obtains the written approval of the Commission to use an

alternative method.

Purchase 85. (1) For the purposes of these regulations, the
price of purchase price of an asset of a registered insurer, where
asset. the market value of the asset on the date of its

acquisition by the registered insurer is readily

ascertainable, shall be deemed to be an amount equal to -
(a) the amount advanced for the asset, in

the case of an asset that is a mortgage
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loan payable to the registered insurer;

(b) the cost of acquisition of the asset, in
the case of any other asset of the
registered insurer; or

(c) the current quoted market value, in the case

of marketable securities.
(2) For the purposes of these regulations, the

purchase price of an asset of a registered insurer where the

amount advanced for, or the cost of acquisition of, the

asset does not differ materially from the market value of the
asset on the date of its acquisition by the registered

insurer, shall be/ deemed to be an amount equal to the sum of -

(a) themarket value of the asset on the date
of its acquisition by the registered
insurer; and

(b) such expenses incurred in acquiring the
asset as the Commission considers
reasonable, where the amount advanced for,
or the cost of acquisition of, the asset
differs materially from the market value
of the asset on the date of its
acquisition by the registered insurer.

(3)For the purposes of these regulations, the purchase
price of an asset of a registered insurer, where the market
value of the asset on the date of its acquisition by the
registered insurer is not readily ascertainable, shall be
deemed to be an amount, not exceeding the cost of acquisition

of the asset -

(a) that the registered insurer considers to
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have been the fair value of the asset on
the date of its acquisition by the
registered insurer; and

(b) that is acceptable to the Commission.

(4) For the purposes of this paragraph, the market value
of an |asset on the date of its acquisition by a registered
insurer is deemed to be readily ascertainable if it was quoted
on a stock exchange on that date, or is obtainable by means of

an independent professional appraisal.
Book wvalue 86. (1) For the purposes of section 47(3), of the Act,
of asset. the book value of an asset of a registered insurer, other than

an equity asset of the registered insurer, as at a particular

date, shall be determined -

(a) where the asset is a redeemable security
maintained by the registered insurer that
is not in default, at the option of the
registered—insurer -

(i) by ascertaining the amortized wvalue of
the security and by deeming the book
value to be equal to the amortized value,

or
(ii) by adding the purchase price of the
security and the product of -
(aa) an amount equal to the redemption
value of the security less its
purchase price, and

(bb) the quotient equal to the length of
the period that has elapsed since

the date of acquisition of the
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security by the registered insurer
divided by the length of the period
from the date of acquisition of the
security by the registered insurer to

its redemption date;

in the case of a perpetual bond not in

default, by ascertaining the purchase

price of the bond and by deeming the book

value to be equal to that purchase price;

in the case of a redeemable security in

default or a perpetual bond in default -

(1)

(11)

where the market value, on that date, of
the security or bond is quoted on a stock
exchange, by ascertaining the market
value, on that date, of the security or
bond and by deeming the book value to be
equal <toqthat market value; or
where the market value, on that date, of
the security or bond is not quoted on a
stock exchange, by ascertaining the
amount -
(aa) that places a fair wvalue, on that
date, on thersecurity or bond, and
(bb) that is acceptable to the
Commission, and by deeming the book

value to be equal to that

amount;

in the case of a mortgage loan -

(1)

where no installment is in default for
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more than six months, by ascertaining the
amortized wvalue of the loan, on that
date, and by deeming the book value to be

equal to that amortized wvalue, or

(ii) where any installment is in default for
more than six months, by determining the
market value of the 1loan, on that date, in
accordance with paragraph 87 (6) and by
deeming the book value to be equal to that
market value;

(e) 1in the case of real property, by deeming
the book value to be equal to -

(1) the amount determined by subtracting from
the sum of the purchase price of the real
property and the cost of improvements, if

any, to the real property made since the

date of acquisition of the real property
by the -registered insurer, the amount of
an allowance for depreciation of the real

property calculated on that date,

(ii) the appraised wvalue of the property
(providing the appraisal is carried out
by a Government approved appraiser

acceptable to the Commission, or

(iii) such other amount as is acceptable to
the Commission on the basis of the
information that the registered insurer
submits to it.

(2)Notwithstanding subparagraph (1) (a), where a
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registered insurer has, on any date, in respect of any

redeemable security of the registered insurer referred to in
subparagraph (1) (a), opted to determine the book value of the
security for the purposes of section 43(3) of the Act by the

method set out in subparagraph (1) (a) (i) or (ii), the
registered insurer, for the purposes of section 47 (4) of the
Act shall -
(a) determine the book wvalue, on that
date, of any other such redeemable
security of the registered insurer by the
same method; and
(b) determine the book value, on any
subsequent date, of any such redeemable
security of the registered insurer by the
same method, unless 1t obtains the written
approval of the Commission to wuse the
alternate method set out in subparagraph
(1) (a) .
(3) For the purposes of section 47(3) of the Act,

the total book value of the equity assets of a registered

insurer, as at a particular date, shall be the aggregate of -
(a) 1n respect of equity assets acquired -
(1) in the form of stock dividends,
(ii) by the division of shares, or
(iii)by the exercise of conversion
privileges, options or rights

attached to other equity assets of the
registered insurer, the total costs of

acquisition of the assets; and
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(b) in respect of equity assets not referred to in
subparagraph (a), the total purchase price of

the equity assets.

Market 87.(1)Subject to subparagraph (3), and for the purposes
value of of section 47 (3)of the Act, the market value, on any date,
mortgage of a mortgage loan payable to a registered insurer in respect
loans. of which. no installment is 1in default for more than six

months, shall be determined -

(a) where the rate of interest payable under the
terms of the mortgage loan is greater than the
average rate of interest payable in respect of
all mortgage loans of the same category
payable to that registered insurer, other than
mortgage loans assigned to that registered
insurer, that have been made during a period
of three months immediately preceding that

date -

(i) by adding the principal amount
outstanding under the mortgage loan on
that date and an amount equal to such
portion of that principal amount
outstanding as is determined in
accordance with subparagraphs (1) (c)and
(1) (d),

(ii) by deeming the market wvalue to be equal

to the sum so obtained ; and

(b) where the rate of interest payable under the
terms of the mortgage loan is equal to or less
than the average rate of interest payable in
respect of all mortgage loans of the same

category payable to that registered insurer,
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other than mortgage loans assigned to that
registered insurer, that have been made during
a period of three months immediately preceding

that date -

(1) by subtracting from the principal amount
outstanding under the mortgage loan on
that date an amount equal to such portion
of that principal amount outstanding as
is determined in accordance with
subparagraphs (2) (c) and (1) (d), and

(ii) by deeming the market value to be equal

to the result so obtained.
(2) The portion of the principal amount outstanding,
referred to in subparagraph (1), shall be determined -
(a) 1in the case of a lo