





May 18,2020

The Hon. K. Peter Turnquest

Deputy Prime Minister and Minister of Finance
Ministry of Finance

Cecil V. Wallace-Whitfield Centre

Cable Beach

Nassau, N.P.

Bahamas.

Dear Minister,

In accordance with Section 18(1) of the Insurance Act, 2005, and on behalf of the Members of
the Insurance Commission of The Bahamas, I am pleased to submit the Annual Report for the
year ended December 31, 2019. Included with this report are the Audited Financial Statements

for that same period.

Yours sincerely,

Michele C.E. Fields
Superintendent of Insurance



Mission Statement

To protect the interest of the insuring public
through the prudential supervision of the
insurance industry operating in and from
The Bahamas.
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Message from the

Superintendent of Insurance

On behalf of the Members of the Commission, I
am pleased to report on the activities and financial
performance for the year-ending December 31,
2019. The Insurance Commission of The Bahamas
continues to fulfill its regulatory mandate to
ensure the safety and soundness of the local
insurance market, while protecting the interest of
policyholders. The insurance industry remains stable
and continues to make a significant contribution to
the local economy and to the financial security of
policyholders. Gross written premiums in 2019 of
$824 million represents approximately 6.4% of the
gross domestic product of the nation.

During 2019, the Commission celebrated its 10th
anniversary as a regulatory body and has made
significant strides in developing a robust supervisory
regime based upon the Risk-Based Supervision
Framework. The Framework focuses on ensuring
the solvency, sound business practices and
corporate governance of insurance companies and
intermediaries. The effectiveness of the Framework
was evident after The Bahamas suffered the
devasting impact of Hurricane Dorian in September
2019. Despite experiencing insured losses in excess
of $1.7 billion emanating from Abaco and Grand
Bahama primarily, the sector remains sound.

Following the hurricane, insurers moved quickly
to settle claims and the Commission liaised with
the Department of Immigration to facilitate the
approval of work permits for foreign loss adjusters
needed to assist with the valuation of claims. By
the end of 2019, approximately 30% of the claims
had been paid. Insurance companies continue to
collaborate with loss adjusters and policyholders to
settle remaining claims.

The financial statements for 2019 reflect the
stewardship of the funds entrusted to the
Commission. Total comprehensive income
amounted to $2.88 million, an increase of $175
thousand over the prior year. Annual income,

derived substantially from the retention of 25% of
the premium tax collected from licensees on behalf
of the Government, amounted to $6.79 million,
and remained stable compared to the prior year,
in line with the modest change in gross premiums
written by the insurance industry. Total expenses of
$2.87 million were contained in line with budget,
after taking into effect the new accounting standard
International Financial Reporting Standard (IFRS)
16 related to leased property and the reversal of a
provision for VAT recoverable established in the
prior year. IFRS 16 also required the establishment
of a “right-of-use asset” in the amount of $1.76
million and a corresponding liability on the
Statement of Financial Position based on the terms
of the lease entered into as at January 2019 for the
Commission’s new premises at Poinciana House,
East Bay Street.

The amendments to the Financial Transaction
Reporting Act, (FTRA) and related AML legislation
which were made in 2018, resulted in a review of
the anti-money laundering, countering the financing
of terrorism and proliferation financing (AML/
CFT/PF) procedures of all insurance companies.
The Commission continues to assess the level of
AML/CFT/PF risk in the sector. The Commission
also continues to work closely with the Caribbean
Financial Action Task Force (CFATF), a regional
inter-governmental organization that collaborates
with its member jurisdictions to implement common
countermeasures against money laundering and
terrorist financing.

The Risk-Based Capital Framework for general
insurers was introduced to the industry for
consultation during 2018. Based on the initial
quantitative impact studies submitted by general
insurers during 2019, further refinements will be
made to the Framework and a second iteration will
be circulated for consultation during 2020.



In 2019, the Commission registered 2 insurance
companies, 4 intermediaries and 81 salespersons.
Priortothe registration of alicensee, the Commission
performs due diligence on the applicant to ensure
that integrity within the market is maintained. The
Commission’s due diligence process considers,
where applicable, an entity’s business plan and
an assessment of the individuals applying to be
registered.

The issue of harmful tax practices continued to
be addressed in 2019. The Government of The
Bahamas introduced new legislation to harmonize
the tax treatment of foreign and domestic entities.
Arising from this was the introduction of the
Commercial Entities (Substance Requirements)
Act, 2018. The Commission was affected with the
need to amend both the Insurance Act, 2005 and
the External Insurance Act, 2009 regarding licence
categorization and fee structures. These legislative
changes are expected to be enacted during 2020.
Industry briefings were held to advise market
participants of the impending changes.

The Commission’s Schedule of Administrative
Penalties and Fines was completed early in 2019.
These penalties and fines cover offenses under
the Insurance Act, 2005, and bring objectivity
and consistency to the processing of levying fines
against licensees. Two insurance companies were
fined under the Schedule during 2019 for failure to
follow a directive.

In accordance with its mandate outlined in the
Insurance Act, 2005, the Commission convened
its second arbitration between a policyholder and a
general insurance company in 2019. The arbitration
of matters in dispute is currently outsourced to
qualified arbitrators, with the Commission acting
as the Secretariat. The cost of the arbitration is
borne by the Commission; during 2020 further
consideration will be given to the Arbitral Rules to
improve efficiency and cost effectiveness.

During the year, the Commission completed several
projects geared at modernizing its information
technology capabilities and creating a virtual
presence. These included the transition from
an on-premises server to a secure cloud-based
platform, the modernization of the website to
enable the acceptance of future secure e-commerce
transactions, and the implementation of a new
licensee management system.

The Commission continues to collaborate with other
regulatory authorities domestically, regionally and
internationally. At the end of 2019, the Insurance
Commission was formally appointed as Chair
of the Group of Financial Services Regulators
(GFSR), effective January 2020. The GFSR,
established in 2002, comprises of the Central Bank
of The Bahamas, the Compliance Commission of
The Bahamas, the Gaming Board for The Bahamas,
the Securities Commission of The Bahamas and the
Insurance Commission of The Bahamas. The Group
continues to coordinate supervisory efforts and to
devise responses to actual and potential systemic
risks.

The Commission serves as Secretary of the
Executive Council of the Caribbean Association of
Insurance Regulators, a 20-member body formed
in 1994 to promote mutual cooperation and to
enhance regional supervisory framework in line
with international standards. The annual conference
of CAIR, which is largely funded by the Caribbean
Regional Technical Assistance Centre of the
International Monetary Fund, provides an important
forum for collaboration among staff of the various
regional insurance regulators and for training; the
2019 meeting held in Georgetown, Guyana was
attended by several members of staff.

After serving two terms as the representative of the
Caribbean and offshore regions on the Executive
Committee of the International Association of
Insurance Supervisors (IAIS), I demitted that



office in November 2019 at the annual general
meeting held in Abu Dhabi, United Arab Emirates.
Notwithstanding this change, the Commission
remains an active member of the international
standard-setting authority for insurance regulation,
serving on the Implementation and Assessment
Committee.

The Bahamas is also a member of the Group
of International Insurance Centre Supervisors
(GIICS) which was established to promote proper
supervision of insurance entities in accordance with
IAIS principles. In 2019, GIICS provided training
in supervisory techniques to analysts at the office
of the Commission. Staff also attended the annual
meeting held in London.

Through its commitment to ongoing staff training
and career development, management and staff
attended local and international seminars and
conferences, geared not only to improving technical
skills and knowledge, but also to providing exposure
to emerging issues and trends. In addition, various
members of staff participated in online technical
courses that contributed to their development;
relevant certifications and industry designations are
actively pursued by many staff members.

I would like to thank the Members of the Board of
the Commission for their ongoing dedication and
contribution to the development of the Commission
since their appointment in 2017. Their guidance
and support are integral to the success of the
Commission

I am grateful to each member of the management
team and staff, whose commitment and diligence
are the cornerstone of the Commission’s
accomplishments over the past decade. I wish to
recognize and thank Mrs. Dominique Shepherd,
Mr. Rodney Bain and Mr. Marcian Mortimer, who
remained with the Commission from its inception.
Mr. Mortimer retired on December 31, 2019

after 17 years of service. His contribution to the
Commission, in particular to the growth of the
Intermediaries and Market Conduct Unit, is greatly
appreciated.



Members of the o
Board of Commissioners

Mrs. Michele Fields

was appointed Superintendent of the Insurance Commission of The Bahamas
in January 2012. She was educated in The Bahamas and the United Kingdom,
earning a B.A. with Honours in Accounting at the University of Exeter, before
qualifying as a Chartered Accountant with KPMG in London, England. She
returned to Nassau in 1982 to continue her career in the accounting field,
then in senior management in the life insurance industry. Mrs. Fields served
as President of the Caribbean Association of Insurance Regulators for two
consecutive two-year terms from 2014 to 2018, and in 2018 was elected
as Secretary of the Executive Council. She represented the Caribbean and
offshore region as a member of the Executive Committee of the International
Association of Insurance Supervisors from 2015 to 2019. Mrs. Fields is
currently an ex-officio member of the National Health Insurance Authority.
She is a Charter Member of The Nassau Chapter of The Links, Inc. and also
serves as Vice-President of The Bahamas Girl Guides Association.

Senator Janet L. R. Bostwick-Dean

s is an attorney with more than 20 years of experience. She is a member of
the Honourable Society of Gray’s Inn and was called to the external bar of
England and Wales and The Bahamas Bar in 1996. She is a graduate of
McGill University and Buckingham University. Mrs. Bostwick-Dean is the
managing partner of the family’s law firm Bostwick and Bostwick and is also
the firm’s Money Laundering and Reporting Officer. Mrs. Bostwick-Dean is
il commercial lawyer specializing in civil litigation. She was a member of the
Board of the Bahamas Development Bank from 2007 to 2012. In December
2019, Mrs. Bostwick-Dean was appointed to the Senate by the governing

party.




Mr. Algernon Cargill

holdsanMBAdegree with aspecializationin International Business (Distinction)
from the University of Miami, Florida. He has extensive experience in the
Banking and Finance Industry, having served as the General Manager, Branch
Banking of CIBC Bahamas Ltd and CIBC First Caribbean Ltd. Additionally,
he held senior roles as Country Chair and Legal Representative for Chevron
Puerto Rico LLC, as well as Director and CEO of the National Insurance
Board. He has served as a director on the Boards of Cable Bahamas Ltd,
Commonwealth Brewery Ltd, and The Bank of The Bahamas Ltd. Mr. Cargill
currently serves as an Adjunct Faculty member in the Banking, Economics and
Finance department of the School of Business, Hospitality and Tourism studies
at the University of The Bahamas, as well as the Bahamas Institute of Financial
Services, and previously at the University of the West Indies campuses in
Trinidad, Barbados and Jamaica, and the Sir Arthur Lewis Community College
in St. Lucia. Mr. Cargill is currently the President of The Bahamas Aquatics
Federation and was recently elected as one of 22 persons globally on the FINA
Bureau for Aquatic Sports for a 4-year term. He previously served as a Vice-
President of the Bahamas Olympic Committee. Mr. Cargill currently serves as
Director of Aviation within the Ministry of Tourism and Aviation and Deputy
Chairman of the Disaster Reconstruction Authority.

Ms. Trevania Clarke

was educated in The Bahamas and United States, earning a B.A in Finance
and Human Resources at Temple University, Philadelphia, Pennsylvania.
She has served as accounting officer at McKinnney, Bancroft & Hughes
and AML Foods limited for 10 years. Since 2015 she has operated a local
restaurant and provides administrative assistance to small businesses.

Mr. Elijah A. Knowles

was educated in The Bahamas and the United States of America, earning a
B.A. Cum Laude in Accounting and Computers in Business at St. Leo
University, Florida before qualifying as a Certified Public Accountant with
Price Waterhouse in Nassau. He began his accounting career in 1987 and
has extensive experience in the insurance industry, having worked in senior
management positions at a major life insurance company for over 10 years.
He also worked for 5 years as the Financial Controller of the Nassau Guardian.
Mr. Knowles has been in private practice for the past 15 years, serving mainly
small businesses. He is an active member of St. George’s Church and has
served on the Board of St. Anne’s School. Mr. Knowles is a member of the
Bahamas Institute of Chartered Accountants.



Corporate Governance

Members of the Commission are appointed in
accordance with the Insurance Act, 2005. They
have responsibility for the general governance of
the Commission and the establishment of guiding
policies. The Superintendent of Insurance serves
as an ex-officio member and sits as the Chairman
of the Board. The Superintendent also acts as the
Chief Executive Officer of the Commission with
responsibility for day-to-day management.

Members of the Commission are appointed by the
Governor General, upon advice from the responsible
Minister, and is comprised of professionals from
diverse fields including insurance, finance and
commerce, law and administration.



Organizational Chart
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Staff of the o
Insurance Commission

Arthur Barnett Jr Jamell Bodie
Manager Manager
Administration Supervision
Tamika Dean Lorna Longley-Rolle
Manager Legal Counsel and
Intermediaries and Secretary to the Board

Market Conduct

Carl Culmer Jr
Manager
Policies and Practices




Rodney Bain Rodney D. Bain Sinead Bethel Decoda Bethell Steine Campbell Dorothy Davis

Administration Intermediaries and Supervision Supervision Administration Administration
Market Conduct
Dequizza Demeritte Sharanda Desdemona Gibbs ~ Norman Haven Phelice Jones Lakisca Lightbourne
Intermediaries and Humes-Forbes Legal Policies and Practices Supervision Intermediaries and
Market Conduct Legal Market Conduct
Gerard Lightfoot =~ Nathan Mackey Kencil McPhee Sheila McPhee Tiffany Moss Andy Moxey
Supervision Supervision Supervision Office of the Intermediaries and ~ Administration
Superintendent Market Conduct

Kathrina Munroe Darrin Rodgers Yolande Rolle Anishka Russell Dominique Shepherd Raven Storr
Supervision Supervision Legal Supervision Policies and Practices  Administration
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Commemorating a Decade of
Regulating and Ensuring Trust

Transitioning from ORIC to ICB
The Insurance Commission of The Bahamas (ICB)
was established on July 2,2009, under the Insurance
Act, 2005, replacing its predecessor, the Office of
the Registrar of Insurance Companies (ORIC), a
department of the Ministry of Finance.

The Act expanded the powers of the Commission
to strengthen intervention, enforcement, and the
protection given to policyholders. This legislation,
together with the External Insurance Act, 2009
enables the Commission to act as the prudential and
market conduct regulator, responsible for ensuring
a robust and secure insurance marketplace.

As a body corporate, the Commission is mandated
to:
¢ Administer the Insurance Act, 2005 and the
External Insurance Act, 2009
* Oversee the insurance market
* Promote and encourage sound and prudent
insurance management and business practices
* Ensure compliance with the Anti-Money
Laundering and Counter-Financing of Terrorism
and Proliferation Financing legislation
 Safeguard policyholders’ interest
* Advise the Minister responsible for the
insurance industry

An independent regulatory agency is a fundamental
requirement of international best practices which is
embodied in the core principles of the International
Association of Insurance Supervisors (IAIS). The
legislation provided for an independent Board of
Commissioners and made provisions for direct
funding from industry through premium taxes
which enables the Commission to have the required
degree of independence.

The new legislation empowered the Commission to
carry out macro and micro prudential supervision
of the insurance industry in order to protect all
policyholders. It enhanced the Commission’s
powers to implement and enforce policies
and practices, which align with international

standards and best practices. It also empowered
the Commission to cooperate with its regional and
international counterparts in order to regulate and
supervise licensees with cross-border operations. As
a result, the Commission is proactive in addressing
issues which may impact the industry or a specific
insurance company.

A Decade of Development

The Act provided a management and board structure
for the newly formed Commission. Mr. Lennox
McCartney, a chartered accountant and incumbent
Registrar of Insurance, was appointed as the first
Superintendent of Insurance. The staff of the Office
of the Registrar of Insurance Companies, who chose
to transition to the Commission, was supplemented
by persons with relevant experience and formed the
nucleus of this new organization.

The development and implementation of a robust
Risk-Based Supervision (RBS) Framework and
the regulatory regime was the main focus of the
newly formed Commission. The Commission’s
strategy was to implement this Framework in
phases over several years. During the first phase,
the Commission enhanced the off-site monitoring
of insurance companies through financial analysis,
peer-group analysis, actuarial evaluation, reviews of
reinsurance treaties and other relevant documents.
Further, all domestic insurers were re-registered
under the Insurance Act,2005 during this phase. This
involved each company demonstrating its ability to
meet the enhanced requirements of the new Act or
implement a plan to meet those requirements within
a definitive timeline.

Phase two of the Framework, which began in
late 2012, involved focused and systemic on-site
reviews of insurance companies. The focused
onsite inspections provided an opportunity to gain
an in-depth understanding of insurers’ business.
This phase also included systemic reviews, which
contributed to the development of industry best
practices. During this phase, the Commission
completed the re-registration process for External



Insurers and Intermediaries which conduct business
outside of The Bahamas.

The Risk-Based Supervision Framework and the
Supervisory Ladder of Intervention were published
during Phase 3, which commenced in late 2013.
In this phase, the Commission also began the
development of the Risk-Based Capital Framework
for insurers beginning with quantitative impact
studies for the life insurance sector. The Risk-
Based Capital approach and stress testing are now
firmly embedded into the RBS Framework for
long-term insurers. The Commission is currently
carrying out impact studies as it seeks to implement
the Risk-Based Capital approach and stress testing
for general insurers. While the RBS Framework
was published in 2013 and amended in 2015, it
continues to evolve in order to remain relevant and
to address developments in the local and global
insurance industry.

The Commission is also responsible for the non-
domestic insurance sector operating under the
External Insurance Act. Early initiatives were
designed to facilitate the development of The
Bahamas as an international insurance centre. The
growth of captive cell and insurance management
companies attested to the success of these initiatives.

From its inception, the Commission placed great
focus on developing its human resources. The
commitment to providing staff with the right
training and development opportunities has
seen staff attend local and international training
conferences and seminars. The Commission, from
the beginning, formed relationships with several
regional and international bodies as a means of
enhancing its regulatory and supervisory regime
and staying abreast of international best practices
and new developments.

The Commission is well resourced with a staff
complement of 30 competent and committed
professionals.

In keeping with its mandate and to uphold public
interest, the Commission also continues to enhance
public knowledge and education through its
consumer awareness program.

A Look to the Future

While the past ten years have seen tremendous
growth for the Commission as a robust supervisory
and regulatory regime, the future portends further
challenges and opportunities. The Insurance Act
and the External Insurance Act form the basis for
regulation and supervision of the insurance sector
in The Bahamas. In accordance with international
best practice, the Commission intends to combine
these Acts to enhance and further harmonize the
regulation of licensees. Work on this project will
begin in 2020. In addition, consideration will be
given to incorporating amendments which will
enable the industry to take advantage of modern
technology. The global pandemic, which began
in late 2019, as well as the increased severity of
hurricanes due to the impact of global climate
change, have highlighted the need to transact
business differently, using technology more
effectively to operate remotely. Evolving risks and
uncertainty, though challenging, will present new
opportunities for the Commission to both grow and
shape the future of the insurance industry.
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10th Anniversary Celebrations

July 2, 2019 began a year-long celebration of the
Commission’s 10th anniversary, under the theme
“Commemorating a Decade of Regulating and
Ensuring Trust.” The activities planned were
geared towards increasing the awareness of the
Commission and its role, and developing interest in
the insurance industry as a profession.

Activities commenced with a ceremony that hosted
government officials and industry stakeholders.
Other activities included television and radio
appearances by staff members, which highlighted
the work of the Commission. A national essay
competition was launched for high school students
in grades 10 through 12, under the topic “Reforming
Insurance - Challenges and Opportunities.” The
winners, whose outstanding work was recognized

at an awards ceremony in February, 2020 were as
follows:

e Istplace: Arianna Millsap, Aquinas College - $5,000
Scholarship and Laptop

* 2nd place: Sierra Blair, Kingsway Academy - Laptop

* 3rd place: Gladys Dames, St. John’s College - Tablet

The Commission also commemorated this
anniversary by partnering with the Ministry
of Environment and Housing in their national
campaign to ban single-use plastics. 10,000 bio-
degradable bags, branded with the Commission’s
logo, were distributed to various schools and
community organizations in New Providence
and the Family Islands. This initiative was well-
received, achieving the Commission’s goal of
expanding public awareness and will continue in
the foreseeable future.



Former Registrars and Superintendent of Insurance

Charles A. Donaldson Octavia Johnson Telzena G. Coakley
1969 — 1976 1976 - 1994 1994 - 1997

Kendal C. Munnings Dr. Roger G. Brown Lennox McCartney
1997 — 2000 2000 — 2007 2008 — 2011
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Hurricane Dorian

Hurricane Dorian, which is considered to be the most
devasting catastrophe The Bahamas has experienced
in modern times, struck the northern islands of the
archipelago in September 2019. Unprecedented
devastation from this Category 5 hurricane resulted
in significant loss of life and property on the islands
of Abaco and Grand Bahama in particular.

At December 31,2019, the official death toll issued
by the National Emergency Management Agency
stood at 70 persons, with the expectation of further
increases to this number. Life insurers were faced
with having to adjust to their policies regarding
identification documents required for policyholders
seeking to obtain policy benefits and to determine
whether provisions were necessary for potential
death claims for missing persons.

The greatest impact to the insurance industry was
the loss of residential and commercial property.
Despite the level of losses, the general insurance
sector manifested its resilience in terms of liquidity,
cash flows, reserves and reinsurance arrangements.
The industry reported more than 12,000 claims,
amounting to $1.6 billion of gross losses. 39% of
the claims reported emanated from the Abacos,
amounting to $1.16 billion in losses. 53% of the

CLAIMS BY ISLAND

Abaco and Cays
71.38%

Eleuthera
- 0.14%

Grand Bahama
27.10%

Other Islands
0.06%

New Providence
1.32%

claims reported, which amounted to $442 .4 million,
emanated from Grand Bahama. As the general
insurance sector reinsures a significant portion of
theirrisk, retained losses amounted to approximately
2.3% or $37.3 million of gross losses. As at the end
of 2019, 30% of the claims were settled, the balance
being subject to continued negotiations with respect
to the final settlement and logistics regarding the
completion of necessary repairs and reconstruction.

Hurricane Dorian, given its unprecedented
devastation, stimulated further discussions at the
national and industry level on issues of global
climate change, national strategies for preparedness,
underinsurance, access to insurance and mandatory
property insurance. The Commission will continue
to participate in the dialogue on these issues.

CLAIMS BY LINE OF BUSINESS

Residential
Properties
59%

Commercial (Other)
2%

Commercial
Properties
36%
Marine
2%

Following Hurricane Dorian,numerous unregistered
foreign adjusters sought to do business in The
Bahamas. In consultation with the Department of
Immigration, the Commission instituted a protocol
to review the experience and qualifications of
adjusters prior to them being issued a temporary
work permit. This measure served to increase the
protection of local policyholders and registered
adjusters. Further, the Commission increased its
public awareness and education campaign via
radio, television and social media on the role and
use of adjusters.



As part of the Commission’s social outreach
activities, staff came together to package and
deliver individualized care bags for both adults and
children impacted by the hurricane at the Ranfurly
Home for Children, the Children’s Emergency
Hostel and the Fox Hill Urban Renewal Center.

Hurricane Dorian has no doubt left its indelible
footprint on the country. The Commission will
continue to participate in the discussion on national
preparedness for the future.

HURRICANE DORIAN - REPORT OF LOSSES (AS AT DECEMBER 31, 2020)

ABACO GRAND NEwW
TOTAL ELEUTHERA OTHER
AND CAYS BAHAMA PROVIDENCE
NUMBER OF CLAIMS REPORTED 12,145 4,818 17 6,535 763 12
i) Commercial Properties 1,305 558 8 646 89 4
ii) Commercial (Other) 11 59 - 47 3 1
iii) Residential Properties 7,837 2,983 6 4,398 447 3
iv) Motor 2,386 819 1 1,353 210 3
v) Marine 506 399 2 90 14 1

TOTAL GROSS INCURRED Losses = 1,632,390,733  1,165,267,918 2,233,436 442,437,928 21,503,179 948,273
i) Commercial Properties 584,395,805 335,437,173 1,813,249 235,717,773 10,950,671 476,940
ii) Commercial (Other) 35,237,949 29,145,107 - 5,749,073 315,768 28,000
iii) Residential Properties 963,199,153 764,923,997 371,220 188,998,575 8,494,963 410,398
iv) Motor 19,098,076 8,918,590 2,373 8,705,284 1,454,393 17,435
v) Marine 30,459,748 26,843,050 46,594 3,267,220 287,384 15,500

ToTAL CLAIMS PAID 497,219,387 309,651,793 1,185,378 178,515,369 7,847,911 18,935
i) Commercial Properties 148,608,776 90,640,714 1,126,229 55,458,522 1,383,311 -
ii) Commercial (Other) 6,400,026 3,758,309 - 2,641,716 - -
iii) Residential Properties 315,651,285 198,574,486 11,219 111,928,089 5,137,490 -
iv) Motor 13,746,685 5,779,767 2,373 6,827,260 1,128,850 8,435
v) Marine 12,812,616 10,898,518 45,556 1,659,782 198,260 10,500
- ___________________________________________________________|
ToTAL NET LOSSES AFTER
REINSURANCE 37,345,573 16,938,297 10,399 17,261,290 428,864 6,723
i) Commercial Properties 19,831,253 4,081,112 7,220 12,908,086 132,891 1,943
ii) Commercial (Other) 525,278 437,145 - 88,133 - -
iii) Residential Properties 14,782,744 11,016,343 3,179 3,613,792 149,430 -
iv) Motor 1,533,053 847,097 - 537,556 146,543 1,857
v) Marine 673,246 556,600 - 113,723 - 2,923

10th Anniversary commemorative bio-degradable bags containing personal care items are donated to the Ranfurly
Home for Children, the Children’s Emergency Hostel and the Fox Hill Urban Renewal Centre.
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Insurance Company
Supervision

Overview

The Supervision Unit is responsible for the
supervisionandregulationofallinsurance companies
operating in or from within The Bahamas, as well
as external intermediaries (insurance managers and
brokers) with the aim of achieving the Commission’s
supervisory objective -- to ensure a sound and stable
insurance sector. It is also responsible for reviewing
applications for prospective insurance companies
and external intermediaries. The Unit, through
its off-site monitoring and onsite examinations,
ensures that insurance companies comply with
insurance legislation, guidelines, policies and
guidance notes issued by the Commission. The
Risk-Based Supervision Framework employed
by the Commission requires that analysts identify
and prioritize the areas of highest risk for each
insurer. The Framework ensures that resources
are used efficiently and effectively, taking into
account size, nature and complexity of the insurer.
The Supervisory Framework is principle-based:
it requires insurers to implement best practices in
their corporate governance and risk management.
In addition to the oversight of each insurer, the Unit

also conducts macroprudential supervision, which
focuses on identifying potential risks to the entire
insurance industry.

Participating in supervisory colleges facilitates
the Unit’s ability to maintain comprehensive
oversight of licensees which are a part of regional
and international insurance groups. Supervisory
colleges allow the Commission to exchange
information and hold meetings with relevant
regulators and company officials. During 2019, the
Unit participated in one supervisory college for a
regional insurance company.

Staff of the Unit, consisting of nine technical and
one administrative person, engage in external and
internal training and development opportunities
in order to increase supervisory and technical
knowledge, and to stay abreast of trends and changes
that impact the sector. Significant advancements
toward the completion of relevant insurance
certifications and designations continue to be made.

DOMESTIC LICENSEES

2019 2018 2017 2016 2015
General 17 17 18 17 16
Long-Term 12 11 11 11 12
Association of Underwriters 1 1 1 1 1
Total 30 29 30 29 29




Aggregate Financial Statements - Domestic Insurers

(BS Thousands)

BALANCE SHEET
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Long-Term
Insurers
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| 2018

General Total Long-Term General
Insurers Insurers Insurers

Cash and Deposits 164,286 196,039 360,325 179,169 117,201 296,370
Investments
Government Securities 590,631 41,354 631,985 583,302 45,728 629,030
Corporate Securities 17,646 1,262 18,908 39,031 10,405 49,436
Preference Shares 21,859 14,253 36,112 26,910 8,255 35,165
Corporate Equities, Listed 32,723 27,130 59,853 27,361 27,511 54,872
Corp Equities, Non-Listed 1,989 - 1,989 22,734 2,503 25,237
Mutual Funds 36,757 3,599 40,356 18,262 2,320 20,582
Investment Property 88,294 15,053 103,347 85,623 1,637 87,260
Other Investments 33,627 50,414 84,041 15,252 5,463 20,715
Mortgage loans 132,533 - 132,533 144,036 - 144,036
Policy loans 100,442 - 100,442 102,061 - 102,061
Receivables 112,502 263,960 376,462 80,539 219,233 299,772
Reinsurance Recoverable 30,379 1,029,805 | 1,060,184 33,434 140,882 174,316
Intangible Assets 459 230 689 8,212 283 8,495
Fixed Assets 65,436 16,126 81,562 57,106 27,707 84,813
Other Assets 16,427 2,222 18,649 22,095 1,412 23,507
TOTAL ASSETS 1,445,990 1,661,447 | 3,107,437 1,445,127 610,540 | 2,055,667
Technical Reserves 861,482 572,247 | 1,433,729 886,665 320,748 | 1,207,413
Other Liabilities 155,939 925,854 | 1,081,793 123,063 65,587 188,650
TOTAL LIABILITIES 1,017,421 1,498,101 | 2,515,522 1,009,728 386,335 | 1,396,063
Share Capital 51,823 54,345 106,168 102,831 70,940 173,771
Retained Earnings 278,348 47,262 325,610 241,076 103,897 344,973
Other Reserves 98,398 61,739 160,137 91,492 49,368 140,860
TOTAL EQUITY 428,569 163,346 591,915 435,399 224,205 659,604

INCOME STATEMENT | I

Gross Premiums 470,356 372,503 842,859 457,455 362,424 819,879
Reinsurance Ceded (68,525) (267,095) | (335,620) (63,361) (248,431) | (311,792)
Change in unearned reserve - (2,444) (2,444) - (2,934) (2,934)
NET PREMIUMS 401,831 102,964 504,795 394,094 111,059 505,153
Investment Income 85,371 5,439 90,810 55,524 1,669 57,193
Other Income - 5,134 5,134 - 8,364 8,364
TOTAL INCOME 487,202 113,537 600,739 449,618 121,092 570,710
Net Claims 320,467 63,440 383,907 298,063 25,867 323,930
Commissions 36,690 12,478 49,168 38,947 14,111 53,058
Expenses 100,390 60,801 161,191 80,582 66,608 147,190
TOTAL EXPENSES 457,547 136,719 594,266 417,592 106,586 524,178
NET INCOME 29,655 (23,182) 6,474 32,026 14,506 46,532
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General Insurance Sector

There were 17 property and casualty insurers in
the local market at the end of 2019; eight were

locally incorporated (including three subsidiaries °§h/
of foreign companies) and nine were branches of
foreign insurance companies.

GROSS PREMIUM BY LINE OF BUSINESS

Liability
7%

General insurance gross premiums amounted to |[EEFTREEE property

Transport 67%

$372 million in 2019, a modest increase of 1% &k

over 2018. The distribution by line of business is e
depicted on the chart below.

LINE OF BUSINESS — GENERAL INSURANCE SECTOR

Property Motor Liability Marine, Pecuniary Personal Other Total

(B$ Thousands) Aviation and Loss Accident
Transport

Gross Premiums Written 243,189 69,240 26,739 16,819 332 2,383 6,182 364,884
Reinsurance Assumed 6,391 - 1,228 - - - - 7,619
Reinsurance Ceded 197,048 31,273 21,971 12,573 259 215 3,755 267,094
Net Premiums Written 52,532 37,967 5,996 4,246 73 2,168 2,427 105,409
Change in unearned
Premium Reserve (1,329) (378) (129) (105) 4 (594) 87 (2,444)
Net Premiums Earned 51,203 37,589 5,867 4,141 77 1,574 2,514 102,965
Gross Incurred Claims 1,520,173 60,583 4,360 22,296 63 4,187 12,603 1,624,265
Reinsurance Recoveries (1,471,355) (39,500) (2,294) (35,760) (70) (64) (11,871) (1,560,914)
Net Incurred Claims 48,818 21,083 2,066 (13,464) (7) 4,123 732 63,351
Commission Paid 37,165 16,021 2,286 1,707 50 276 1,920 59,425
Reinsurance Commission
received 35,643 7,637 1,210 1,394 86 79 899 46,948
Net Commission Expense 1,522 8,384 1,076 313 (36) 197 1,021 12,477
Other underwriting
Expenses 223 15 6 23 4 - 39 310
Premium Taxes 5,098 1,729 288 474 4 65 153 7,811
Catastrophe and Excess
Loss of Reinsurance 21,936 2,249 425 806 1 - 296 25,713
Total Underwriting
Expenses 77,597 33,460 3,861 (11,848) (34) 4,385 2,241 109,66

Total Underwriting
Income/(loss) (26,394) 4,129 2,006 15,989 111 (2,811) 273 (6,697)




The sector finished the year with a net loss ratio of
62% and a combined loss ratio of 107%, in contrast
to the previous year in which the sector experienced
a net loss ratio of only 23% and a combined loss
ratio of 61%. These substantial increases were
attributed to the impact of Hurricane Dorian. As a
result, general insurers realized underwriting losses
of $6.7 million and total losses of $23 million,
compared to the net underwriting income of $38
million and total income of $13.7 million achieved
in 2018.
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The liquidity in the sector was amplified at the
end of 2019, primarily due to reinsurance inflows
of nearly $1 billion received by insurers to settle
Hurricane Dorian claims. As a result, the sector’s
total investment portfolio, which includes cash and
deposits increased by 53% year on year. Cash and
bank deposits constituted the majority of investment
assets (56%), followed by Bahamas Government
Guaranteed Bonds (12%), other investments (10%)
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and listed equity (8%). During the year general
insurers collectively realized an overall investment
yield of approximately 1.6%, compared to 1.3% in
the previous year.

The Risk-Based Capital Framework for general
insurers was introduced to the industry for
consultation during 2018. Risk-based capital is
a method of measuring the minimum amount of
capital appropriate for an insurer to support the
overall business operations in consideration of its
size and risk profile. The Commission will continue
to carry out impact assessments in order to ensure
that the Framework is appropriate for the industry.
A second iteration of the Framework, which
incorporates modifications based on the first impact
study, is anticipated to be circulated for consultation
during 2020.

Long-term Insurance Sector

At the end of 2019 there were 12 long-term
insurers operating in the local market. Five of these
companies were Bahamian-owned and locally
incorporated, two were subsidiaries of foreign
insurers and the remaining five were branches of
regional and international insurers.

The long-term insurance sector, which encompasses
all life and health insurance products, generated
gross premiums written of $452 million in 2019,
down 1% from 2018. Individual and group health

GROSS PREMIUM BY LINE OF BUSINESS
Annuities ____
(33 )

Individual Life
32%,

Group Health
48%

Individual Health
11%

Group Life
3%
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accounted for 59% of premiums. Individual and
group life accounted for 35% of premiums, while
annuity business, which accounted for 6% of
premiums decreased 15% during the year. The
sector experienced a combined loss ratio of
approximately 92%, resulting in a net income of

$29.6 million, a modest decline of 4% from the
$30.7 million realized during 2018.

Investment and total assets in this sector remained
steady at $1.1 billion and $1.4 billion, respectively.
Government and Government Guaranteed bonds

LINE OF BUSINESS — LONG-TERM INSURANCE SECTOR

(BS Thousands) Individual Life Group Life Individual | Group Health Annuities Other TOTAL
Health

Gross Premiums Written 143,673 14,672 50,576 214,422 27,154 1,789 452,286
Reinsurance Assumed - - - 3,789 - 14,280 18,069
Reinsurance Ceded 21,406 4,437 2,954 39,728 - - 68,525
Net Premiums Written 122,267 10,235 47,622 178,483 27,154 16,069 401,830
Policyholder Benefit 75,404 8,653 30,305 187,124 29,097 14,808 345,391
Reinsurance Recoveries (12,076) (2,648) (3,634) (36,691) - - (55,049)
Changes in Reserves for

Future Policyholder Benefits 31,918 34 (32) 1,214 (4,165) 1,157 30,126
Total Policyholder Benefits 95,246 6,039 26,639 151,647 24,932 15,965 320,468
Net Commission Expense 18,900 93 3,935 13,196 149 416 36,689
Other underwriting

Expenses 985 - - - - - 985
Premium Taxes 4,406 236 3,017 5,304 - - 12,963
Total Underwriting

Expenses 119,537 6,368 33,591 170,147 25,081 16,381 371,105
Total Underwriting

Income/(loss) 2,731 3,867 14,031 8,336 2,073 (312) 30,725
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constituted approximately 52% of insurers assets,
while cash deposits held in banks accounted for
15% and mortgage loans accounted for 12% of total
assets. The long-term sector earned a yield of 7%
from its investment portfolio during the year.

External Insurance Sector

The External Insurance sector, which insures risks
located outside of The Bahamas was comprised of
five non-captive insurers, 11 standalone captives
and six Segregated Account Companies, as at the
end of 2019. These Segregated Account Companies
contained 149 cell captives, a 4% decline from the
previous year. Cell captives appeal to small and
medium business as they provide a cost-efficient
option for managing and mitigating insurable risks
of the commercial entities as compared to stand
alone captives.

While 2019 financial statements were not collated
at the time of this report, 2018 financials provided
some insight into the trends being demonstrated in
this industry. Gross premiums declined marginally

by 2% to $136 million, however assets of the
sector remained steady at $1.3 billion. Net income
continued to experience a downward trend for the
second consecutive year reducing 25% during
2018, ending the year at $58 million.

Staff of the Commission continue to attend captive
conferences in order to stay abreast of developments
which may impact the supervision and regulation of
the sector. These conferences are also attended by
the Bahamas Financial Services Board to promote
the jurisdiction as a captive domicile. These include
the three largest conferences held in the United
States that are relevant to the captive insurance
industry and alternative risk management sector.
The Captive Insurance Companies Association
and World Captive Forum conferences focus
predominantly on captive solutions, while the Risk
Management Society annual conference cover a
broad array of insurance-related topics and risk
management solutions including captives and
alternative risk management arrangements.

EXTERNAL LICENSEES

2019 2018 2017 2016 2015
Captive Insurer
Standalone Insurance Companies 11 11 10 9 14
Segregated Accounts Companies 6 6 7 6
Captive Cells (Segregated Accounts) 149 155 149 157 128
Total 166 172 165 173 148
Other External Insurers (Non-Captives) 5 4 5 3
External Intermediaries
Insurance Managers 10 10 8 8 8
Brokers 1 1 1 1
Total 11 11 9 9 9
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Aggregate Financial Statements - External Insurers

(B$ Thousands) Long-Term General Long-Term General
BALANCE SHEET
Cash and Deposits 98,556 26,873 125,429 108,944 14,253 123,197
Investments

Government/Corporate Bonds 31,082 16,692 47,774 28,996 14,579 43,575

Equities, Listed 63,364 35,467 98,831 55,320 62,380 117,700

Equities, Non-Listed 1,722 - 1,722 953 - 953
Mutual Funds 77,649 - 77,649 66,795 - 66,795
Segregated Accounts 21,017 769,816 790,832 13,230 790,125 803,355
Investments
Other Investments 29,842 - 29,842 33,233 1,900 35,133
Receivables 110,087 1,488 111,575 119,679 1,853 121,532
Reinsurance Recoverable 46,367 - 46,367 46,137 - 46,137
Fixed Assets 1 - 1 1 - 1
Other Asset 7,612 - 7,612 4,952 - 4,952
TOTAL ASSETS 487,299 850,336 1,337,635 478,240 885,090 1,363,330
Technical Reserves 166,250 656 166,906 176,020 36 176,056
Other Liabilities 47,690 845,238 892,928 47,912 879,320 927,232
TOTAL LIABILITIES 213,940 845,894 1,059,834 223,932 879,356 1,103,288
Share Capital 39,851 1,430 41,281 40,958 1,430 42,388
Retained Earnings 232,340 2,840 235,180 211,560 4,266 215,826
Other Reserves 1,168 172 1,340 1,790 38 1,828
TOTAL EQUITY 273,359 4,442 277,801 254,308 5,734 260,042
TOTAL EQUITY & LIABILITIES 487,299 850,336 1,337,635 478,240 885,090 1,363,330

INCOMESTATEMENT s

Gross Premiums 136,167 - 136,167 133,090 - 133,090
Reinsurance Expense (55,739) - (55,739) (46,654) - (46,654)
Net Premiums 80,428 - 80,428 86,436 - 86,436
Invest Income (918) 37,554 (36,046) 14,378 57,569 71,947
Other Income 511 4,519 5,030 295 6,520 6,815
TOTAL INCOME 80,021 42,073 122,094 101,109 64,089 165,198
Net Claims (5,682) - (5,682) (8,987) - (8,987)
Expenses (18,219) (39,615) (57,834) (17,921) (61,026) (78,947)
TOTAL EXPENSES (23,901) (39,615) (63,516) (26,908) (61,026) (87,934)
NET INCOME 56,120 2,458 58,577 74,201 3,063 77,264




AML/CFT/PF

Assessment and Supervision

The Commission’s AML/CFT/PF supervisory
program is risk-based and proportional, as it
considers the size, nature and complexity of the
institutions  supervised. Long-term insurance
companies are deemed financial institutions under
the FTRA and hence subject to the requirements
under the suite of AML/CFT/PF legislation.
While general insurers are not considered
financial institutions subject to the same degree of
requirements as their long-term counterparts, these
insurers must implement AML/CFT/PF programs
that comply with AML legislation and adequately
mitigate the risk to which they are exposed.

During 2019 the Unit was particularly focused on
AML/CFT/PF supervision monitoring of insurance
companies’ compliance with the amendments to
the FTRA. In accordance with Section 5 of the
FTRA, all insurance companies were required
to carry out a risk assessment, which identified,
assessed and demonstrated an understanding
of money laundering, financing of terrorism
and the proliferation financing of weapons of
mass destruction risks that may impact insurers’
operations. A holistic approach was taken to
conducting the review of the insurer’s AML/CFT/
PF programs. Every insurer was assigned a residual
risk rating based on the Commission’s assessment
of the insurer’s ML/TF/PF risk and the controls and
mitigation implemented to manage these risks.

Long-term insurance companies were also required
to take countermeasures and to monitor their
databases to ensure that no individuals, entities
or other groups that appear on the United Nations
Security Council’s Sanctions Lists were able to
conduct business in the insurance industry.

Changes in Accounting

Standards Affecting the Industry
Impending changes to IFRS 17, which impacts
insurance contract accounting beginning January
2023, represents the most significant change to
insurance accounting requirements in more than
20 years. It will demand a complete overhaul of
insurers’ financial statements, affecting how the
value of insurance contracts is determined. The
Commission will pursue training for its staff and
continue to engage with insurers to determine the
impact of these accounting changes on the insurer’s
operations.
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Intermediaries and

Market Conduct

The Intermediaries and Market Conduct Unit
is responsible for monitoring and oversight of
insurance intermediaries. The Insurance Act, 2005
prohibits direct selling to prospective policyholders
of insurance products by insurance companies,
thus requiring the use of Brokers, Agents, Sub-
Agents, Salespersons and Adjusters. In 2019, the
Unit commenced risk rating all intermediaries
in order to highlight and promote best practices
of market conduct throughout the industry. The
Unit continues to focus its efforts on ensuring that
intermediaries hold the prescribed qualifications
and conduct relevant training to safeguard the
interest of policyholders. Additionally, the Unit
ensures that intermediaries maintain proper books
and records, trust accounts, prescribed capital and
submit renewal documentation as required.

There were three new licenses approved in 2019
which comprised of one agent and broker, one
independent adjuster and one sub-agent, sole
proprietor.

Salespersons

The primary responsibility of a salesperson is to
sell insurance products and to solicit applications
on behalf of registered insurers or corporate

intermediaries. In 2019, the Commission licensed
82 insurance salespersons and cancelled 81
salespersons registrations. A total of 710 active
salespersons are currently registered with the
Commission. Persons who wish to become a
salesperson must fulfill all registration requirements
and successfully pass a comprehensive examination.
There were 135 candidates who sat the salesperson’s
examination in 2019; 118 candidates sat the Life
examination and 17 sat the General examination.
The examinations are held monthly in New
Providence at the office of the Commission and in
Grand Bahama.

SALESPERSON EXAMINATION PASS RATE

/

2017 2018 2019

Life Insurance Pass ~ ====General Insurance Pass

DOMESTIC INTERMEDIARIES

2019 2018 2017 2016 2015
Agents and Brokers 58 57 55 57 57
Sub-Agents 22 21 20 21 26
Adjusters 13 11 10 5 4
Total Intermediaries 93 89 85 83 87




Market Conduct

The Intermediaries and Market Conduct Unit also
has the responsibility to ensure that registrants
are conducting business with the highest integrity
in the marketplace and in the best interest of all
policyholders.

A part of the Unit’s conduct review includes the
handling of complaints which are reviewed by an
internal committee. The Commission analyzes the
nature of each complaint to ensure that all parties
adhere to the terms of the contractual obligations.
Each case is thoroughly investigated, with a view to
bringing resolution in a timely manner.

In 2019, the committee investigated 33 complaints.
Of the 33 complaints, 21 were concluded; 12
complaints remain under review. Complaints
that were submitted related primarily to
misrepresentation on proposal forms, policy lapses,
death benefits and quantum disputes. Data collected
from complaints informs consumer awareness
initiatives each year and acts as a barometer for
the Commission’s consumer education campaign,
which remains an on-going priority.

Consumer Awareness

As a part of its mandate and to safeguard public
interest, the Commission continues to educate
and inform the general public about insurance. In
2019, the Intermediaries Unit carried on with its
consumer awareness initiatives by airing several
public messages on all major television and radio
stations.

The focus in 2019 was on the Use of Adjusters, Know
Your Policy and Misrepresentation in addition to
continuing previous messages on Know Your Rights
and Fair Treatment. The Commission will continue
to enhance public awareness through social media
forums in order to reach a wider audience.

In 2020 the Unit will also seek to strengthen
its oversight and regulation of intermediaries
by performing on-site examinations, analyzing
intermediaries  using  macro-indicators  and
enhancing data collection. Additionally, the Unit
will seek to finalize its guidelines on Premium Trust
Accounts, requirements of a Technical Officer and
registration of Consultants.

COMPLAINTS BY TYPE
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Motor _ 24%
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ADDRESS:
Poinciana House, 31A East Bay Street
P. O. Box N-4844
Nassau,
N.P., The Bahamas

Tel: (242) 397-4183
Email: info@icb.gov.bs
Website: www.icb.gov.bs



