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Asset Management

The Bahamas continues to ensure that its legislative and administrative frameworks are continually 
refined, facilitating legislation and products to meet developing market needs. 

Boasting a long history of providing asset management and administration services, The Bahamas 
has strengthened its regulatory regime which provides confidence in the quality of supervision of its 
licensees/registrants. Work continues to meet the demands of the investment community.

The Bahamas boasts more than 100 broker dealers and investment advisory firms who provide 
investment management services, custodial services, corporate services and registrar and transfer 
agent services. 

More than 50 fund administrators who provide fund administration, corporate services and registrar 
and transfer agent services for the more than 700 funds licensed in The Bahamas.

The Securities Commission of The Bahamas regulates this industry. 

Refer to the Asset Management Guide
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INVESTMENT FUNDS

• The Investment Fund Act, 2019, (IFA )and its amendments redefined the triggers for the licensing 
of an investment fund carrying on business in or from within The Bahamas. These triggers 
include:

• formation of an investment fund; 

• establishment of a unit trust; 

• operation of any fund licensed under the Act; 

• invitation to a person in The Bahamas who is not an accredited investor to subscribe for equity 
interests in an investment fund (regardless of where the fund is incorporated, registered or 
established); 

• and engaging in investment fund business as a fund manager, administrator or advisor or 
Alternative Investment Fund Manager (AIFM). 
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INVESTMENT FUNDS

• With the widening of the requirement for licensing, foreign funds within the 
regime’s scope, will be licensed and regulated by the Commission, before 
expiration of the transition period. The Commission will no longer regulate non-
Bahamas-based funds or recognized foreign funds, as the former is now only 
required to notify the Commission of the establishment of the applicable 
arrangement to have the fund managed or administered in The Bahamas. 

• The IFA, 2019, also expanded the administration of licensed investment funds in 
The Bahamas to allow for an investment fund administrator established and 
operating in accordance with the laws of a prescribed jurisdiction to act on behalf 
of a licensed investment fund. 

• Lastly, the IFA, 2019 introduced legislative and regulatory framework for AIFMs, a 
company which markets an investment fund or an EU AIF in the EU, or manages 
an EU AIF whether or not its markets in EU and is licensed under the IFA, 2019.
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INVESTMENT FUNDS 

• Investment Fund Administrators

• As at 31 December 2019, there were 57 licensed fund administrators., 
The (IFA) provides for the administration of a Bahamas-based fund by 
a foreign administrator (licensed or established in a prescribed 
jurisdiction). Note that the category of exempt administrator is no 
longer applicable. 

• At the end of the transition period, all administrators acting on behalf 
of a Bahamas based fund will be required to meet the statutory 
requirements
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INVESTMENT FUNDS

Investment Fund Administrators approved by SCB at 31 December, 
2019

• 34 Unrestricted Fund Administrators

• 18 Restricted Fund Administrators

• 5 Exempt Fund Administrators
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INVESTMENT FUNDS

• Total Investment Funds approved and licensed by SCB at 31 December, 2019 were as follows

• Standard Funds - 33 

• Professional Funds- 215 

• Recognized Foreign Funds- 32 

• Smart Funds 001 -5 

• Smart Funds 002-142 

• Smart Funds 003- 9 

• Smart Funds 004 -149 

• Smart Funds 005 -5 

• Smart Funds 006 - 1 

• Smart Funds 007-151 

Total 742
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INVESTMENT FUNDS

The IFA retains the ability of local fund administrators with an unrestricted 
licence (“authorised administrator”) to license professional and SMART 
investment funds independently of the regulator. 

This ability to launch new funds based on the due diligence review of the 
authorised administrator has proven to be a major advantage for The 
Bahamas.

Refer to the Investment Funds Guide

https://bfsb-bahamas.com/sectors/assetmanagement/
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SMART FUNDS

• The Specific Mandate Alternative Regulatory Test Fund (SMART© Fund) was introduced under 
the Investment Funds Act as an additional style of a collective investment vehicle.

• The SMART Fund is an innovative, progressive and flexible product designed to attract new 
business and re-organise existing business to better suit the needs of clients. It allows industry 
participants to provide clients with innovative structuring solutions via a regulated vehicle, 
domiciled in a premier international financial centre. 

• The primary facility offered by the SMART Fund concept is an open architecture which allows 
practitioners to design innovative structures, akin at times to special purpose vehicles, without 
reference to inflexible regulatory criteria predefined in legislation.

• Applicants for a SMART Fund licence, however, need only demonstrate to the Regulator that the structure 
is an appropriate use of an Investment Fund, and in keeping with the best traditions of Bahamas financial 
services.
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The country’s mature financial services industry, 
established infrastructure, progressive government, 
tax neutral environment and luxury lifestyle all have 
been cultivated very carefully to satisfy the specific 
needs of this most exclusive clientele.

Musha Cay, Exumas, The Bahamas
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It is not by chance that The Bahamas is the most successful international 
financial centre in the Caribbean today. More than 80 years of thought, 
effort and co-operation have produced ideal conditions for High and, 
indeed, Ultra High Net Worth individuals, families and businesses to 
manage their wealth efficiently in comfort and style.
 
The country’s mature financial services industry, established infrastructure, 
progressive government, tax neutral environment and luxury lifestyle all 
have been cultivated very carefully to satisfy the specific needs of this most 
exclusive clientele.

The Top 12 advantages of doing business in The Bahamas are as clear as 
the crystal waters surrounding the 700 islands of the archipelago.

 
The Bahamas 
Advantage 
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 The range of professional investment management 
services available in The Bahamas is similar to that 
found in the world’s leading financial centres such as 
New York, London or Hong Kong.



Advantage One
Strategic Location

The Bahamas is situated at the Crossroads of the Americas, just 65 miles off the east coast of 
Florida:

• It is an ideal hub for regional investment and business in the Eastern United States and 
Canada, and much of Central and South America.

• It is in the same time zone as New York and Toronto, with office hours that align with most of 
the major business centres in the Americas.

• It offers a favourable location for ownership of intangible assets, and the operation of 
corporate offices and businesses involved in international trade.

Advantage Two
Wealth and Asset Management Options

The Bahamas offers owners of capital a broad choice of financial institutions that deliver myriad 
services including banking, private banking and trust services, investment fund administration, 
capital markets, investment advisory services, accounting and legal services, e-commerce, 
insurance, and corporate and shipping registries:

• The Bahamas is home to over 270 licensed banks and trust companies including seven of the 
world’s top eight private banks and 35 of the top 100 global banks. North American banks 
have been doing business in The Bahamas for more than a century and European and Swiss 
banks have deep roots established over more than 70 years.

• Financial institutions from other regions with growing economies are recognising the 
advantages of operating in The Bahamas and will be an important part of the country’s 
financial services landscape in the years ahead.

• The range of professional investment management services available in The Bahamas is 
similar to that found in the world’s leading financial centres such as New York, London or 
Hong Kong.

• There are over 120 broker dealers and investment advisory firms that offer investment 
management services, custodial services, corporate services and registrar and transfer agent 
services. More than 60 fund administrators provide fund administration, corporate services 
and registrar and transfer agent services. In excess of 700 Funds are licensed in The Bahamas, 
with assets under management totaling over $200 billion.

• The Bahamas’ insurance industry is aided by a modern and compliant regulatory 
environment and market responsive insurance legislation to offer the right ingredients and 
ideal environment to provide the fundamental benefits of international wealth management; 
namely asset protection, tax efficiency and investment flexibility.

• The Bahamas is a favourable jurisdiction for the establishment of family offices, which help 
wealthy families achieve their goals while dealing with increased regulations, and complex 
issues of taxation, distribution planning and charitable giving.

AM  |  3



Advantage Three
Physical Resources
The Bahamas has developed its land, premises and fit-for-purpose 
infrastructure with the singular focus of facilitating international 
business:

• Modern office facilities are connected globally through three 
separate, fully redundant, self-healing, fibre optic cable 
networks, with data protection at the OECD Standard.

• The Bahamas is easy to access, with some 21 international 
airports and almost 40 other airports situated throughout the 
archipelago, as well as countless ports of entry and marinas that 
can accommodate the largest yachts.

• More than 10,000 acres on Grand Bahama have been earmarked 
for industrial and commercial development.

• The Freeport industrial zone has one of the most efficient and 
deepest harbours in the region as well as an international 
airport capable of handling the largest aircraft in service, and 
an international business and logistics park for value-added and 
cargo handling activities. 

Advantage Four
Human Capital
The Bahamas has a highly educated local workforce and a long 
tenure in financial services excellence, creating a deep pool of skill 
and experience that is recognised and trusted worldwide:

• Most students who aspire to careers in wealth management 
attain their degrees from universities in the United States, 
Canada and the United Kingdom. Professional development and 
training remain high priorities for the industry, which confers 
degrees and certifications locally through its professional 
associations.

• With an estimated 9000+ experienced financial professionals 
committed to the local community, clients can expect to build 
deeper and more lasting relationships and receive more 
consistent service in The Bahamas than in locations largely 
dependent upon imported skills.

• The top four global accounting firms and eight mid-tier firms all 
have operations in The Bahamas, and a robust legal community 
numbers close to 1000 lawyers trained in English common law.

 The top four global accounting firms and eight mid-tier firms all 
have operations in The Bahamas, and a robust legal community 
numbers close to 1000 lawyers trained in English common law.
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Advantage Five
Taxation
The Bahamas remains committed to a tax neutral platform upon 
which international persons receive the same tax benefits as 
Bahamians. This includes:

• No income, capital gains and inheritance taxes for all who 
conduct business or reside in The Bahamas. 

• A modest business licence tax for companies carrying on 
business in The Bahamas.

• A 10 per cent Government stamp tax at the purchase of a new 
home.

• Real property taxes of 1.5 per cent of the property value.
• A modest monthly national insurance payment for employees. 

Companies, meanwhile, operate tax-free within the Freeport and 
Lucaya areas on Grand Bahama Island, under the terms of the 
Hawksbill Creek Agreement.

The Bahamas adheres to the principle that persons have a right to 
privacy with respect to the conduct of their affairs. As such, it will 
share information only on agreed and transparent protocols agreed 
to under a Tax Information Exchange Agreement (TIEA) reflecting 
the Organization for Economic Cooperation and Development 
(OECD) standard for tax information exchange.

Advantage Six
Investment Policy and Incentives
The Bahamas Government is committed to building an economic 
environment in which free enterprise can flourish:

• The National Investment Policy is designed to support an 
investment-friendly climate and facilitates Bahamian and 
overseas investments.

• Investment incentives include exemption from the payment of 
customs duties on building materials, equipment and approved 
raw materials, and real property taxes for periods up to 20 
years.

• Investors may acquire publicly-owned lands for approved 
developments on concessionary terms; and also can lease low-
cost industrial space.

• The government will provide special training and retraining 
for Bahamian workers to ensure the continuing availability of a 
highly-skilled labour force. 

The Bahamas adheres to the 
principle that persons have a 
right to privacy
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Advantage Seven
Political and Economic 
Stability
The Bahamas has an outstanding record of political and 
economic stability, progress and stewardship:

• More than 280 years of uninterrupted parliamentary 
democracy.

• It has been an independent nation since 1973, and 
retains a Westminster-based system of Government and 
an English-based legal system.

• Currency on par with US.
• Member of United Nations, Commonwealth of Nations, 

Organization of American States and Caribbean 
Community.

• Highest ranking nation for civil liberties & political 
rights by the World Bank and recognised as a sound 
environment for foreign direct investment with an 
Investment Grade Government Debt rating (Standard & 
Poor’s and Moody’s). 

Advantage Eight
Regulation

The Bahamas encourages the growth of its financial sector 
through adherence to internationally accepted regulatory 
principles, and efficiency in their administration:

• Regulatory independence is maintained through the 
separation of roles of policy makers and regulators.

• Regulation and regulators  are subject to independent 
assessments by the Caribbean Financial Action Task 
Force, the Caribbean sub-group of the Financial Action 
Task Force, and the International Monetary Fund.

• The Bahamas also is an active participant in multilateral 
organisations established to set and monitor standards 
for regulation and Anti-Money Laundering and 
Countering of Terrorist Financing (AML/CFT).

• A regulatory consolidation is in progress to increase 
efficiencies and minimise administrative requirements 
on the private sector.
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Advantage Nine
Public-Private Sector Partnership
Government and business interests in The Bahamas act in close partnership to 
respond to market needs and at the same time adhere to international standards:

• Since 1998, The Bahamas Financial Services Board (BFSB) has promoted a 
greater awareness of The Bahamas’ strengths as an international financial 
centre.

• With a long history of positive contribution to the financial service 
industry’s development, the country’s professional associations also offer 
the government a window to the industry to better identify and respond 
to change. 

Advantage Ten 
Permanent Residency
Opportunities
The Bahamas has a liberal process for granting Economic Permanent Residency 
(EPR) that makes it easier for individuals to “follow their money” with respect to 
where they live and work:

• Persons with permanent residence are for all intents and purposes treated 
like Bahamians, except for the right to vote.

• Acceleration of the permanent residence application is available for persons 
who spend a minimum of $500,000 on a residence. For more substantive 
investments of $1.5 million or greater, applications will be reviewed within 
21 days.

• Permanent Residence allows the holder to pass freely through Immigration.  
There is no requirement to be in The Bahamas a minimum or maximum 
number of days. Spouses and children are endorsed on the permit for a one-
time government fee of $10,000.

• Additional categories include “annual residence” which may be renewed 
each year, and the “homeowner’s resident card” which does not confer 
permanent residency privileges, but does permit the holder to move freely 
through Immigration at any port of entry. 

• Individuals can also bring in their own personal assistants or household 
staff subject to the clearance of the Director of Immigration and the issuance 
of work permits.

• Under new legislation a business license can be secured in 7 days, providing 
it meets the legal and regulatory requirements.
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Advantage Eleven
Work Permits and 
Immigration 
The Bahamas has a flexible immigration policy which 
encourages companies to develop Bahamian talent but 
recognises the needs of international firms, individuals and 
families to recruit additional human resources abroad:

• The country welcomes non-Bahamians with 
specialised skills and expertise that are not otherwise 
locally available. Normally, such persons will be 
involved in business enterprises which create 
employment opportunities for Bahamians, such as 
banking, hotels or agribusiness. 

• The cost of a Work Permit varies from $350 for a farm 
worker to $12,500 for a senior professional. Work 
Permits usually are granted for one year in the first 
instance but occasionally for periods up to three years 
for senior personnel.

• It is possible to obtain Permanent Residence with the 
right to work in one’s own business.

Advantage Twelve
Lifestyle
The Bahamas is located in one of the most idyllic tropical 
settings in the world and has many attractive features for 
those who may wish to relocate permanently or establish a 
second home:

• To meet the diverse and sophisticated tastes of travelers 
and residents alike, The Bahamas offers something to 
suit every taste: rest and relaxation, family fun and 
entertainment, or adventure and exploration. With 
miles of natural sand beaches, out-door attractions, 
luxury resorts, golf, casinos, restaurants and shopping, 
there is no shortage of exciting things to do. 

• Gated waterfront communities packed with lifestyle 
amenities from golf and tennis to spas and marinas are 
attracting more second and third-home buyers from 
North and South America, Europe and the Far East.

• A popular investment vehicle is the condotel, a 
condominium or single family residence that converts 
into fully-furnished, upscale accommodations, 
managed by a resort company and rented when not 
owner occupied.

• Private islands also are available for purchase. 
• The Bahamas is a service economy accustomed to 

providing concierge residential management services 
for homeowners who are not in residence.

• Direct flights are available to The Bahamas from all 
major U.S. cities, Canada, the UK, Europe and Panama; 
and the country has numerous ports of entry and 
marinas.

• Commercial passengers, private jets and goods 
shipped from Freeport enjoy pre-clearance to the 
United States. U.S. pre-clearance for commercial 
passengers also exists from Nassau.

• The Bahamas has a number of excellent private 
schools in New Providence and Freeport, several of 
which have been internationally accredited by ECIS 
and NAIS, the two bodies that accredit the leading 
European and North American schools.

• There are two major hospitals in New Providence 
and one in Grand Bahama, staffed by internationally-
trained doctors capable of handling all major 
procedures. Medical facilities in the United States also 
are accessible easily from The Bahamas.

All of these advantages may 
be summed up very simply: 
The Bahamas is committed to 
growth and to developing its 
natural resources and cultivated 
assets to create an environment 
that supports business and the 
enjoyment of life in equal measure. 
Individuals, companies and family 
offices all will find a warm welcome 
when they come to The Bahamas.
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 The Bahamas offers 
something to suit 

every taste: rest and 
relaxation, family fun 

and entertainment, 
or adventure and 

exploration.



Making Your Home 
A Convenient And Attractive Choice
In The Bahamas
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A Convenient And Attractive Choice
In The Bahamas

Home Ownership
Second and third home ownership is one of 
the fastest growing sectors in the real estate 
industry. The choices are endless, from 
gated waterfront communities packed with 
lifestyle amenities from golf and tennis to 
marinas  located in key tourist destinations 
with shopping and fine restaurants nearby, 
to grand estates on private islands or 
hideaways on the Family islands. Many 
investors “dip a toe” in the second home 
market by purchasing a condominium or 
single family residence that is managed by a 
resort company and rented when not owner 
occupied. 

It is not difficult to purchase real estate in 
The Bahamas. There are many conveyance 
attorneys who are skilled in property 
transactions of all kinds. Concierge 
residential management services also are 
abundantly available for homeowners who 
are not in residence.

Schools and Medical Facilities
The Bahamas has a number of excellent 
private schools in New Providence and 
Freeport, several of which have been 
internationally accredited by ECIS and NAIS, 
the two bodies that accredit the leading 
European and North American schools.
There are two major hospitals in New 
Providence and one in Grand Bahama, 
staffed by internationally-trained doctors 
capable of handling all major procedures. 
Medical facilities in the United States are 
also easily accessible from The Bahamas.

Access to The Bahamas
Direct flights are available to The Bahamas 

from most major U.S. cities, Canada, the UK, 
Europe and Panama; and the country has 
numerous ports of entry and marinas.

Commercial passengers, private jets and 
goods shipped from Freeport enjoy pre-
clearance to the United States. U.S. pre-
clearance for commercial passengers also 
exists from Nassau.

Living and Working in The 
Bahamas
The Government of The Bahamas has a 
liberal process for granting Economic 
Permanent Residency (EPR) and maintains 
a flexible immigration policy, both designed 
to make it easy to live and work in The 
Bahamas.

The criteria to qualify for Economic 
Permanent Residence are simple and 
straightforward. The applicant:
• Cannot have a criminal record;
• Must purchase property valued at more 

than $500,000; or
• Own or have a beneficial interest in a 

business in The Bahamas which is in 
a growth category and which supports 
the employment of Bahamians;

• Must demonstrate sufficient resources 
in cash, investments or salary, to be 
self-supporting without the need to be 
employed in The Bahamas;

• Must show that property tax payments 
are current.

Persons with Permanent Residence and 
their spouses and children (with the 
appropriate government permit) have the 
same rights as Bahamians, except for the 

right to vote. They may pass freely through 
immigration and have the right to stay any 
length of time. 

Permanent residents may bring their own 
personal assistants or household staff with 
them to The Bahamas subject to government 
clearance and the issuance of work permits.

There is another category known as 
Annual Residence which may be renewed 
annually, or an individual may apply for a 
Homeowners Resident Card, which offers no 
privileges other than to move freely through 
Immigration at any port of entry. 

The Government’s stance on immigration 
is to protect jobs for Bahamians while 
recognizing the needs of international firms, 
individuals and families to import talent 
with specialised skills and expertise which 
are not locally available locally.

In order for a foreigner to work in The 
Bahamas, a Work Permit must be obtained, 
which is only valid for that specific person 
and position. The cost of a Work Permit 
varies from $350 for a farm worker to 
$12,500 for a senior professional. Work 
Permits usually are granted for one year but 
they may be granted for periods up to three 
years for senior personnel. 

It is possible to obtain Permanent Residency 
with the right to work; this arrangement  
usually is suited to the individual with 
a family office or who wants to manage 
investments or a business that doesn’t 
interact with the Bahamian economy, and 
may be of particular interest to those who 
desire to establish a second home.

The Bahamas provides an excellent offshore business environment for 
advisors and their clients. Many of these people also have learned that 
this little slice of paradise a few miles off the U.S. mainland offers many 
incentives to set up a second home or to relocate permanently, and have 
chosen to “follow their money” to The Bahamas.
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The Bahamas has a long history of providing 
investment fund and administration services.

• More than 100 broker dealers and 
investment advisory firms provide 
investment management services, 
custodial services, corporate services and 
registrar and transfer agent services

• More than 50 fund administrators provide 
fund administration, corporate services 
and registrar and transfer agent services

• More than 750 funds are licensed in
 The Bahamas

Some of the services and structures that are
commonly utilised in asset management:
 

Investment Funds
The Investment Funds Act, 2003 positioned 
The Bahamas at the cutting edge of modern 
investment fund administration. The Act 
recognises four classes of Funds:
  
• The Standard Fund, which anticipates an 

offering to the general public, is a highly 
regulated, modern investment vehicle 
designed to operate as a traditional 
collective investment scheme.

• The Professional Fund is a separate class 
designed for sophisticated investors, 

and may be licensed by an authorised 
administrator (in addition to the 
Securities Commission) thereby enabling 
faster time to launch.

• The SMART Fund is a specific mandate 
alternative regulatory test fund suitable for 
innovative structuring of investment funds.   

• The Recognised Foreign Fund is an 
investment fund incorporated or 
established – and in good standing –

 in a prescribed jurisdiction. 

These four classes of Funds, coupled with 
a progressive approach to regulation and 
a reputation for quality administration, 
place The Bahamas at the forefront of the 
modern Investment Funds industry. As a 
blue chip, well-regulated and cooperative 
financial centre, The Bahamas always has 
been mindful of the needs of the marketplace. 
The Act retained the ability of local fund 
administrators with an unrestricted licence 
(“authorised administrator”) to license 
professional and SMART investment funds 
independently of the regulator. This ability to 
launch new funds based on the due diligence 
review of the authorised administrator has 
proven to be a major advantage for The 
Bahamas.

Asset Management
Services
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The Bahamas has achieved a finely tuned regulatory regime that 
provides confidence in the quality of supervision while ensuring 
that the demands of the investment community can be met. The 
Investment Funds Guide provides details on the regulatory and 
business regime for the funds sector.

Bahamas SMART Fund
The Specific Mandate Alternative Regulatory Test Fund (SMART© 
Fund) was introduced under the Investment Funds Act, 2003 as an 
additional style of a collective investment vehicle. It was designed 
to provide industry with a new private wealth management tool 
with the flexibility to find application within areas not traditionally 
associated with investment fund administration. The primary 
facility offered by the SMART Fund concept is an open architecture 
which allows practitioners to design innovative structures, akin at 
times to special purpose vehicles, without reference to inflexible 
regulatory criteria predefined in legislation. 

Where Investment Funds essentially are private arrangements, 
they can now enjoy a supervisory environment appropriate for 
the limited, specific nature of the project and need not suffer the 
‘broad brush’ regulatory approach. Whereas other jurisdictions only 
differentiate between public and private funds by criteria such as 
number of investors or value of minimum investment, applicants 
for a SMART Fund licence need only demonstrate to the regulator 
that the structure is an appropriate use of an Investment Fund, 
and in keeping with the best traditions of Bahamas financial 
services.

The SMART Fund is an innovative, progressive and flexible 
product designed to attract new business and re-organise 
existing business to better suit the needs of clients. It allows 
industry participants to provide clients with innovative 

structuring solutions via a regulated vehicle, domiciled in a 
premier international financial centre. This Guide provides 
examples of some existing SMART Fund models and term sheets.

International Business Company (IBC)
An IBC is a limited liability company that has the flexibility to adapt 
to almost any need. There is no minimum capital required for an 
IBC, it may have only one director, and it must maintain a registered 
office in The Bahamas.  An IBC is extremely flexible and may be used 
to set up a private trust company or a family office, or to create an 
investment fund. The IBC is the basic building block used in The 
Bahamas to create structures to serve as Investment Funds.

Captive Insurance
The Bahamas has a developed insurance industry with the highest 
insurance GWP/GDP ratio in the Caribbean and Latin America. 
It offers the right ingredients and ideal environment to cultivate 
captive and life insurance businesses with a modern and compliant 
regulatory environment and market responsive insurance 
legislation.

A captive insurance company is one that insures the risks of its 
owners who are not in the business of insurance. There are many 
benefits of setting up a captive, from reducing premium costs to 
controlling the investment portfolio to which the excess premiums 
are applied. 

Captives used to be the exclusive domain of multinational 
companies, but in recent years the range of ownership has 
expanded to include entities like Medical Captives, in which groups 
of doctors or medical practices have chosen to manage their own 
risk rather than pay excessive premiums to third-party insurers.
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The Bahamas has been 
very careful to ensure 
that its legislative and 
administrative frameworks 
are continually refined, 
facilitating legislation 
and products to meet 
emerging market needs. 



Legislative Highlights 
for Asset Management

INVESTMENT TOOLS
Key Highlights of the Professional Fund
Snapshot
A recognized legal structure in The Bahamas that issues or has 
equity interests the purpose or effect of which is the pooling of 
investor funds with the aim of spreading investment risks and 
achieving profits or gains from the acquisition, holding, management 
or disposal of investments.

Equity Interest
• Equity Interest held only by Eligible Investor.
• No Minimum Investment by the Eligible Investor.
• A share, trust unit or partnership interest that carries an 

entitlement to participate in the profits or gains of the issuer
 and is redeemable or subject to be repurchased at the option
 of the Investor.
• Does not include closed-end issuers.
• Closed-end issuers may elect to be licensed as an Investment Fund.

Licensor
A Professional Fund must be licensed by one of:

Unrestricted Fund Administrator: Same day once all documents 
approved by relevant parties (sponsors, lawyers, administrators) and 
due diligence is complete

Securities Commission of The Bahamas: Within 72 hours of a 
complete application and letter from the Bahamas administrator or 
legal counsel indicating the Investment Fund is in compliance with 
Bahamian law.

Eligible Investors
• A bank or trust company licensed in The Bahamas or licensed 

pursuant to the laws of another jurisdiction. 
• A securities firm registered in The Bahamas or registered 

pursuant to the laws of another jurisdiction. 
• A Bahamian Investment Fund or investment fund regulated 

pursuant to the laws of another jurisdiction.
• An insurance company licensed in The Bahamas or pursuant to 

the laws of another jurisdiction.
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• Natural person (jointly w/spouse) with a net worth of 
$1,000,000.

• Natural person who had minimum income of $200,000 for last  
2 years ($300,000 w/spouse) and has reasonable expectation 
of same for current year.

• A trust with minimum $5,000,000 in assets.
• An entity owned by any one of the above.
• Any entity with net assets in excess of five million dollars.

Structures
Company (including Segregated Accounts Company), Limited 
Partnership, Unit Trust.

Requirements
• Bahamian Administrator – delegation to foreign sub-

administrator is acceptable.
• Accounts prepared in accordance with International Accepted 

Accounting Standards (or other recognized GAAP).

Prescribed Disclosure Requirements in the Offering Memorandum. 
These are in line with best industry practices.

Open Architecture
• No local auditor requirement.
• No local custodian requirement.
• No restrictions on investments or investment style. No 

restrictions on leverage.
• No direct taxation. Therefore no tax on income, capital gains, 

dividends earned by the fund or the investor.
• No stamp duty on transactions.
• No public disclosure of Investors or the Accounts.
• No exchange controls.

INVESTMENT TOOLS
Key Highlights of the SMART Fund
Snapshot
A recognized legal structure in The Bahamas that issues or has 
equity interests the purpose or effect of which is the pooling of 
investor funds with the aim of spreading investment risks and 
achieving profits or gains from the acquisition, holding, management 
or disposal of investments. This type of fund must satisfy the 
parameters and requirements of a category, class, type of Investment 
Fund previously approved by the Securities Commission.

Equity Interest and Investment
Equity Interest held only by Investor. No Minimum Investment by 
the Investor. A share, trust unit or partnership interest that carries 
an entitlement to participate in the profits or gains of the issuer 
and is redeemable or subject to be repurchased at the option of the 
Investor. Does not include closed-end issuers. Closed-end issuers 
may elect to be licensed as an Investment Fund.

SMART Fund Models (SFMs)
•	 SFM001: An Investment Fund where the promoter is a 

financial institution and the investors in the Investment Fund 
are also customers of the financial institution and party to 
a Discretionary Management Agreement with the financial 
institution.

•	 SFM002: An Investment Fund that has no more than ten 
investors who hold equity interests in the Investment Fund 
who meet the criteria of an ‘Eligible Investor’ in a Professional 
Fund and the majority of whom have the power to appoint and 
remove the operators of the Investment Fund. The fund may be 
licensed and launched same day through an Unrestricted Fund 
Administrator or 72-hour response through the SCB.

•	 SFM003: An Investment Fund that has no more than 15 
investors holding equity interest in the Investment Fund, the 
majority of whom have the power to appoint or remove the 
operators of the Investment Fund.

•	 SFM004: An Investment Fund with a maximum of 5 investors 
operating as a private investment company. May be used as a 
credible, licensed holding vehicle.

•	 SFM005: An Investment Fund with a maximum of 5 
investors holding equity interests and operating as a private 
investment structure for individuals/families. Each investor 
must be a person to whom a Professional Fund may be 
offered, permitting same day launch by a unrestricted fund 
administrator or 72-hour response through the Securities 
Commission of The Bahamas.

•	 SFM006: A special purpose vehicle designed to hold the illiquid 
or “hard-to-value” assets of another Bahamas investment 
fund which offers a significantly lighter administrative and 
cost effective environment for the assets whilst respecting the 
ownership rights of the investors and creditors (if any) of the 
original fund.

Licensor
A SMART Fund must be licensed by one of:

Unrestricted Fund Administrator: Same day once all documents 
approved by relevant parties (sponsors, lawyers, administrators) 
and due diligence is complete.
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Securities Commission of The Bahamas: SFM002, SFM005 and 
SFM006 SMART Funds within 72 hours of a complete application 
and letter from the Bahamas administrator or legal counsel 
indicating the Investment Fund is in compliance with Bahamian law. 
SFM001, SFM003 & SFM004 SMART Funds 6 – 8 weeks upon filing 
of a completed application.

Structures
Company (incl. Segregated Accounts Company), Limited 
Partnership, Unit Trust.

Requirements
• Bahamian Administrator – delegation to foreign 

subadministrator is acceptable.
• A SFM005 SMART Fund must appoint an administrator which 

must be a financial institution
• SFM004 and SFM006 SMART Funds do not require an 

administrator. The operators may administer the fund but this 
will not be treated as a self administered fund.

• SFM001 and SFM006 SMART Funds are not required to 
have financial statements audited but the annual unaudited 
statements and the semi annual performance statements must 
be filed with the Securities Commission.

• The financial statements of the SFM002, SFM003, SFM004 
& SFM005 SMART Funds shall be audited annually unless 
unanimously waived by the holders of equity interests in the 
SFM002, SFM003, SFM004 & SFM005 SMART Funds and where 
there is such waiver a performance report shall be filed with 
the Securities Commission within six months of the waiver and 
every six months thereafter as long as the waiver exists.

A term sheet is not required for a SFM001, SFM004 or SFM005 
SMART Fund, however if a term sheet is prepared it must contain 
prescribed disclosure requirements. A term sheet is required for a 
SFM002, SFM003 or SFM006 SMART Fund and must contain
the prescribed disclosure requirements.

 
Key Highlights of the Standard Fund
Snapshot
A recognized legal structure in The Bahamas that issues or has 
equity interests the purpose or effect of which is the pooling 
of investor funds with the aim of spreading investment risks 
and achieving profits or gains from the acquisition, holding, 
management or disposal of investments. This type of fund does 

not fit the definition of a Professional Fund, a SMART Fund or a 
Recognized Foreign Fund.

Equity Interest
• Equity Interest held only by Investor.
• No Minimum Investment by the Investor.
• A share, trust unit or partnership interest that carries an 

entitlement to participate in the profits or gains of the issuer 
and is redeemable or subject to be repurchased at the option of 
the Investor.

• Does not include closed-end issuers.
• Closed-end issuers may elect to be licensed as an Investment Fund.

Licensor
A Standard Fund must be licensed by the Securities Commission of 
The Bahamas. The Licensing process should take 6- 8 weeks after 
submitting a completed application.

Structures
Company (incl. Segregated Accounts Company), Limited 
Partnership, Unit Trust.

Requirements
• Bahamian Administrator – delegation to foreign sub-

administrator is acceptable.
• Accounts prepared in accordance with International Accepted 

Accounting Standards (or other recognized GAAP).

Prescribed Disclosure Requirements in the Offering Memorandum. 
These are in line with best industry practices.

Open Architecture
• No local auditor requirement. 
• No local custodian requirement. 
• No restrictions on investments or investment style.
• No restrictions on leverage.
• No direct taxation.  Therefore no tax on income, capital gains, 

dividends earned by the fund or the investor.
• No stamp duty on transactions.
• No public disclosure of Investors or the Accounts.
• No exchange controls.
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A Focus On The Bahamas
Recognised Foreign Fund
Snapshot
A recognized legal structure in The Bahamas that issues or has 
equity interests the purpose or effect of which is the pooling 
of investor funds with the aim of spreading investment risks 
and achieving profits or gains from the acquisition, holding, 
management or disposal of investments.

Where: -
(a) the equity interests are listed on a securities exchange 
(including an over-the-counter market) prescribed by the 
Securities Commission by notice in the Gazette and the fund is 
not licensed in The Bahamas; 

(b) it is licensed or registered in a jurisdiction prescribed by 
the Securities Commission by notice in the Gazette and not 
suspended from operation; or 

(c) it is incorporated or established and is in good standing in a 
jurisdiction prescribed by the Securities Commission by notice 
in the Gazette. 

Licensor
No licensing requirements. The Investment Fund is to be registered 
in The Bahamas with the Securities Commission upon filing the 
required application with prescribed the documents.

Structures
Company (incl. Segregated Accounts Company), Limited 
Partnership, Unit Trust.

Key Highlights of The Securities
Industry Act, 2011
Overview
The Securities Industry Act 2011 (the “Act”) modernizes and 
updates the law governing the regulation of securities in The 
Bahamas, enhance the powers of the Securities Commission (the 
“Commission”) and promotes confidence and efficiency in the 
capital markets of The Bahamas, making them a more attractive 
prospect to domestic and foreign investors alike.

HIGHLIGHTS
Part I – Definitions

Most notably, the First Schedule of the Act is dedicated to defining 
securities and the activities giving rise to the obligation to register 
in specified categories. Part 1 of the First Schedule sets out the 
definition of “securities”. Part 2 of the First Schedule sets out four 
types of activities which would constitute “securities business” and 
includes i) dealings in securities; ii) arranging deals in securities; 
iii) managing securities; and iv) advising on securities. Part 3 of the 
First Schedule exempts a number of activities from registration, e.g. 
trading for one’s own account and Part 4 lists exempt persons, e.g. 
receivers, executors or lawyers where such activities are incidental 
to their profession. 

Part II – Securities Commission

The Act provides for more comprehensive powers along with 
greater clarity, independence and accountability as discussed in 
more detail below. 

Part III – Assistance to Domestic &
Foreign Regulatory Authorities

The Act allows for the Commission to provide any information 
already on file and to obtain information from anyone in the 
jurisdiction in response to a request from an overseas regulatory 
body. Said information may also be passed on to another person 
in the overseas authority’s jurisdiction if certain preconditions are 
met. The powers of the Commission to require a person to provide 
information are written to overrule the provisions of any other 
law regarding secrecy and recognize a person’s right not to have 
compelled statements used against them in criminal matters or the 
right to claim legal privilege on the appropriate documents.

Part IV – Investigations & Inspections

The Act allows the Commission to investigate a regulated person or 
firm to determine whether the person or firm has contravened, is 
contravening or is about to contravene any provision of Bahamian 
securities laws. An investigation may also be initiated for the 
administration of Bahamian securities laws or to assist in the 
administration of securities laws of another jurisdiction. 
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The Commission is not required to give notice of these inspections 
nor does the Commission have to suspect a breach of the Act, 
however, the regulated person or firm bears the expense of said 
inspection. 

Part VI – Registration of Persons Carrying
on a Securities Business

As previously mentioned, Registered Firms are required to 
be licensed to undertake specific types of securities business. 
Registered Firms may carry on one or more categories described 
in Part 2 of the First Schedule of the Act, including i) dealings in 
securities; ii) arranging deals in securities; iii) managing securities; 
and iv) advising on securities. 

Any person carrying on securities business must be registered with 
the Commission. Furthermore, under the Act, an individual may 
only be registered to carry on a securities activity for which the firm 
is authorized to undertake. Persons must be registered as a Trading 
Representative, Discretionary Management Representative or an 
Advising Representative. Each Registered Firm must also register a 
Compliance Officer and a Chief Executive Officer.

Part IX – Distributions & Prospectuses

The Act requires an issuer to submit both a Preliminary Prospectus 
and a Prospectus to the Commission for consideration in connection 
with the distribution of a security, i.e. a trade in a security of an 
issuer not previously issued; a trade in a previously issued security 
of that issuer that has been redeemed, purchased or donated to 
that issuer; a trade in a previously issued security of an issuer by a 
control block holder; or a trade within a prescribed class of trades.  

Upon issuance of a receipt for the Preliminary Prospectus, the 
issuer may distribute and solicit the Preliminary Prospectus, 
however, not until a receipt has been issued for the Prospectus may 
a binding agreement be entered into with prospective purchasers 
for the purchase of the security. 

There are several exemptions in the Act which do not require the 
submission of both a Preliminary Prospectus and a Prospectus; 
these include the distributions of: securities issued by the 
Government of The Bahamas, securities issued by a private 
company, securities of an investment fund registered under the 
Investment Fund Act 2003 or exempt from registering under that 
Act, an issuer of its own securities that are distributed to holders 

of its securities as a dividend and offerings by approved foreign 
issuers. 

A distribution of securities issued or to be issued by an issuer under 
the laws of The Bahamas that is made outside The Bahamas shall 
be made in accordance with the laws of the country in which the 
distribution is made. 

Part X – Continuing Obligations of Public Issuers
 
The Act ensures that public issuers inform the public of any 
material changes, filing annual and interim financial statements, 
annual reports and on proxy solicitation. It also introduces the 
requirement that public issuers send financial statements and 
annual reports to their security holders. 

Furthermore, the Act confirms that the definition of public issuers 
does not include investment funds.

Part XII – Take-Over Bids

A long-standing gap in the securities industry’s laws has been the 
lack of legislative control over take-over bids. It is intended that 
Regulations will set out a framework of controls and guidelines 
for the industry, including a road-map for the conduct of take-over 
bids to ensure all security holders are treated in a fair and equitable 
manner upon change of control. 

Physical Presence
While firms which are registered to deal in and/or arrange 
securities must have a physical presence, a CEO registered in The 
Bahamas, and a resident director, firms only advising in and/ or 
managing securities may achieve physical presence by appointing a 
managing representative in The Bahamas.
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Fees
Table of Fees for Persons registered under Part VI (Firms)

Table of Fees for Persons registered under Part VI (Individuals) 

Overview of The Bahamas
Investment Fund Framework
FUND CATEGORIES
Professional Fund:
See “A Focus on The Bahamas Professional Fund”.

Specific	Mandate	Alternative	Regulatory	Test	(“SMART”)	Fund:  
An Investment Fund that satisfies the parameters and requirements 
of a category, class or type of Investment Fund previously approved 
by the Securities Commission.

SMART	Fund	#1: Is an Investment Fund limited to the discretionary 
managed clients of Bahamian regulated financial institutions or 
financial institutions licensed in approved jurisdictions. This could 
be used to provide an investment vehicle for client funds managed 
under a discretionary management service.

SMART	Fund	#2: Is an Investment Fund with a maximum of 
10 sophisticated / accredited investors. This could be used to 
provide an incubator structure to generate performance history 
prior to upgrading the license in anticipation of a public offering.

SMART	Fund	#3:	Is an Investment Fund that has no more than 
15 investors holding equity interest in the Investment Fund, 
the majority of whom have the power to appoint or remove the 
operators of the Investment Fund.

SMART	Fund	#4:	Is an Investment Fund with a maximum of 
5 investors. This could be used as a credible, licensed holding 
vehicle for a small group of related persons, perhaps under a 
Family Office structure.

SMART	Fund	#5:	Is an Investment Fund with a maximum of 
5 investors holding equity interests and operating as a private 
investment structure for individuals/families. Each investor must 
be a person to whom a Professional Fund may be offered. 

SMART	Fund	#6: A special purpose vehicle designed to hold the 
illiquid or “hard-to-value” assets of another Bahamas investment 
fund which offers a significantly lighter administrative and 
cost-effective environment for the assets whilst respecting the 
ownership rights of the investors and creditors (if any) of the 
original fund.

Recognised	Foreign	Fund: An Investment Fund, which is not 
licensed but rather registered in The Bahamas, whose equity 
Interests are listed on a prescribed securities exchange or an 
Investment Fund established or incorporated in a prescribed 
jurisdiction and in good standing.

Standard Fund: Any Investment Fund not meeting the criteria of a 
Professional or SMART Fund. 

Licensor
An Investment Fund with sophisticated (‘eligible’) investors only 
may be licensed either by an Unrestricted Fund Administrator or 
the Securities Commission of The Bahamas (“SCB”). A Standard 
Investment Fund must be licensed by the SCB.
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FEE TYPE

Category	of
Registration	

Application
Fee

Registration
Fee

Annual
Renewal	Fee

(a) Dealing
       in securities

$700.00 $7,000.00 $8,000.00

(b) Managing
       securities

$700.00 $6,000.00 $7,000.00

(c) Advising on
      securities

$700.00 $4,000.00 $5,000.00

(d) Arranging
       deals in
       securities

$700.00 $3,000.00 $4,000.00

(e) Persons
       seeking to 
       register for 
       more than
       one category
       under (a)-(d) 
       above

$700.00
per category

Full fee for 
function with 
the highest fee 
and $2,000.00 
for each 
additional 
category

Full fee for 
function with
the highest fee
and $3,000.00 
for each 
additional 
category

Category	of	Registration	 Application Fee

(a) Chief Executive Officer $250.00
(b) Compliance Officer $250.00
(c) Representative -
       Dealing/Trading

$200.00

(d) Representative -
       Discretionary Management

$200.00

(e) Representative -
       Advising Only

$200.00



Unrestricted Fund Administrator: Same day once all documents 
approved by relevant parties (sponsors, lawyers, administrators) 
and due diligence is complete.
 
Securities Commission of The Bahamas: Where the Investment 
Fund is limited to eligible investors, SCB will license within 72 
hours. Where the Investment Fund is of a retail nature, SCB will 
license within 6 – 8 weeks.

Key Requirements
• Annual Audit (foreign auditors acceptable, as approved by 

the Securities Commission). This is not a requirement in the 
SFM 001 or SFM 006 SMART Funds. Investors may waive the 
requirement for SFM 002, 003, 004, & 005 SMART Funds.

• Administrators licensed in The Bahamas (except for self-
administered Investment Funds). This is not a requirement in 
the SFM 004 or SFM 006 SMART Funds.

• Foreign Custodians are permitted, if assets are of the type that 
requires safekeeping.

• Offering Document and Constitutive Documents require 
certification by either Administrator or Bahamian Attorney 
that they are in compliance with Bahamian law. This is not a 
requirement in the SFM 001, 002, and 003 SMART Funds.

• Term Sheet is required for SFM 002, SFM 003 and SFM 006 
SMART funds, and must contain the prescribed disclosure 
requirements; a term sheet is not required for the SFM 001, 
SFM 004 or SFM 005 SMART funds; however, if a term sheet is 
prepared, it must contain prescribed disclosure requirements.

• Ongoing filing obligation with the Securities Commission.

INSURANCE
Captive Insurance Licensing
Requirements
Summary
The establishment, licensing and business operation of captive 
insurance companies in The Bahamas are governed by the External 
Insurance Act, 2009 and the External Insurance Regulations, 2010.

Principal features of the external Insurance regulatory 
requirements are:

• Captives must be registered as External Insurers under the Act 
– registration renewable annually

• Company name subject to approval of the Commission
• Minimum of two directors

• Captives must appoint an insurance manager
• Annual audit of all captives to be submitted to the Commission
• Actuarial valuation of life insurers at least every 3 years
• Every insurer must appoint and appoint a Resident 

Representative in the Bahamas.  This person must be able to 
represent the insurer

• Financial statements must be submitted to the Commission 4 
months after the fiscal year end.

Capital, Solvency And Fees
A Restricted External Insurers’ Licence (single parent captive) 
may be issued where that company has capital as approved by the 
Commission.  The Commission applies the minimums applicable to 
Unrestricted Insurers.

I. Insurers carrying on long-term insurance business 
US$200,000

II. Insurers carrying on general insurance business US$100,000
III. Insurers carrying on both long-term and general insurance 

$300,000.

Note: There may be additional regulatory capital requirements 
depending on the business plan submitted.

Insurers must maintain a positive net worth (assets in excess of 
liabilities). General insurers are required to maintain a net worth 
based on its net premium income as follows:

Fees
Fees are payable to The Insurance Commission of
The Bahamas as follows:

• Application fee (non-refundable)    US$100
• Annual registration fee (including
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NET PREMIUM INCOME MINIMUM NET WORTH

Up to US$5,000,000 20% of net premium income

Over US$5,000,000
US$1,000,000 plus 10% of net 
premium in excess of US$10,000,000 
in the preceding year



 Registrar General Department fees):  
Restricted Insurer (Captive)    US$2,500               
External Insurance Manager    US$1,000 
Unrestricted Insurer     US$3,500                           

 External Insurance Broker    US$1,000

Application
Applicants should allow approximately 30 days for a restricted 
(Captive) licenses or 60 days for unrestricted licenses after a 
complete application package (including business plan and 
projections) has been received by The Insurance Commission of
The Bahamas. 

For complete details of application requirements visit The 
Insurance Commission of The Bahamas webpage: www.icb.gov.bs

CORPORATE STRUCTURES
Key Highlights of the Exempted
Limited Partnership
Under the Exempted Limited Partnership Act, 1995 (“the Act”), an 
exempted limited partnership (“LP”) may be formed for any lawful 
purpose to be carried out and undertaken either in or from within 
The Bahamas or elsewhere provided that it “shall not undertake 
business with the public in The Bahamas other than so far as may 
be necessary for the carrying on of the business of that exempted 
Limited Partnership exterior to The Bahamas”.

The LP shall consist of one or more General Partners and one or 
more Limited Partners, each of which may be a body corporate.

General Partners 
In general, the General Partners run the business and have 
unlimited liability. In this regard:

(i) A General Partner shall enter into all letters, contracts, deeds, 
instruments and documents on behalf of the LP  

(ii) In the event that the assets of the LP are inadequate, the 
General Partner shall be liable for all debts and obligations of 
the LP. 

(iii) Any property of an LP conveyed to a General Partner of in 
the name of the LP shall be deemed to be held by the General 
Partner upon trust as an asset of the LP pursuant to the terms 
of the partnership agreement

(iv) Any debt/obligation incurred by a General Partner in the 
conduct of business of an LP shall be a debt/obligation of

 the LP

(vi) A General Partner may also take an interest in an LP as a     
 Limited Partner.

(vii) A General Partner is not required to have a trust license under     
  the Banks & Trust Companies Regulation Act

At least one General Partner shall:

(i) if an individual, be resident in The Bahamas; or 

(ii) if a company, be incorporated under the International Business 
Companies Act,  or incorporated or registered under the 
Companies Act. 

Limited Partners
In general, the Limited Partners do not run the business, and have 
limited liability.  In this regard:

(i) A Limited Partner shall not take part in the conduct of the 
business of an LP.  A Limited Partner does not take part in the 
conduct of the business of the LP by doing one or more of the 
following:

(a) being a contractor/agent/employee of the LP/ a General 
Partner or acting as a director/officer/shareholder of a 
corporate general partner;

(b) consulting with/advising a General Partner with respect to 
the business of an LP;

(c) investigating/reviewing/approving or being advised as to 
the accounts/business affairs of the LP or exercising any 
right conferred by the Act;

(d) acting as surety/guarantor for the LP;

(e) approving/disapproving an amendment to the partnership 
agreement;

(f) voting as a limited partner in respect of:
• the dissolution/winding up of the LP;
• the purchase, sale, exchange, lease, mortgage, pledge or 

other acquisition or transfer of any asset by or of
 the LP;
• incurring/renewal of indebtedness of the LP;
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• change in the nature of the business of the LP;
• the admission, removal, withdrawal of a General 

Partner or a Limited Partner and the continuation of 
business of the LP thereafter;

• transactions where one or more of the General 
Partners have a conflict of interest (actual/potential) 
with 1 or more of the Limited Partners;

(ii) A Limited Partner shall have the benefit of limited liability 
from the date of the Certificate of Registration issued by the 
Registrar.

(iii) A Limited Partner shall not be liable for the debts or 
obligations of the LP save as provided for in (i) the partnership 
agreement and (ii) sections 7(2) and 14(2) of the Act.  

Section 7(2) of the Act provides that if the Limited Partner takes 
part in the conduct of the business of the LP with a non-partner, 
in the event of the insolvency of the LP he shall be liable to a non-
partner for all debts and obligations of the LP incurred during 
that period (as if he were a general partner) if such person (i) 
had actual knowledge of such participation and (ii) reasonably 
believed such Limited Partner to be a General Partner.
Section 14(2) of the Act provides that where the Limited 
Partner receives a payment representing a return of any part of 
his contribution and at the time of and immediately following 
such payment the LP is not solvent, then in the event of the 
insolvency of the LP within six months of the payment, the 
payment is repayable by the Limited Partner to the extent that 
such contribution or part thereof is necessary to discharge a 
debt or obligation of the LP incurred during the period that the 
contribution represented an asset of the LP.

A LP has the following exemptions for fifty years from the date of its 
Certificate of Registration:

(i) Shall not be subject to any business license fee, income tax, 
capital gains tax or any other tax on income or distributions 
accruing to or derived from the LP.

(ii) Shall be exempt from the provision of the Exchange Control 
Regulations.

(iii) No estate, inheritance, succession or gift tax, rate, duty, 
levy or other charge is payable by a partner/his executors/
administrators with respect to any interest in an LP.

(iv) Shall be exempt from the payment of stamp duty.

Registration Formalities & Fees
An LP:

(i) shall have a name, which includes the words “Limited 
Partnership”, or the letters “L.P.”.

(ii) shall have a registered office in The Bahamas for service of 
process and to which all notices and communications may be 
addressed.

(iii) shall on or before 31st January in every year, pay an annual fee 
($475.00) and file with the Registrar a Return signed by or on 
behalf of a General Partner certifying that the LP has during the 
prior calendar year complied with the Act.  

The registration of an LP is effected by the payment of the 
registration fee ($850.00) and by filing a Statement with the 
Registrar. The partnership agreement does not have to be filed.

Key Highlights of the International 
Business Company
The International Business Company (“IBC”) Act provides a modern 
simple and cost effective corporate vehicle designed to suit in most 
flexible terms the needs of international business persons. The IBC, 
although incorporated and domiciled in The Bahamas, is designed 
to facilitate the undertaking of legitimate business anywhere in the 
world whether in its role as a holding company, trading company, 
a private investment vehicle, insurance company for non-domestic 
business, or other uses, including its ability to form part of a more 
sophisticated structure involving a combination of trust, foundation 
or other specialized corporate elements.  

Of particular importance, The IBC operates in a responsible 
environment for both due diligence and corporate governance 
requirements. As a part of the global effort to combat money 
laundering and all other illegal activities, a Bahamian IBC must have 
a Registered Agent which is a licensed entity under the Banks and 
Trust Companies Regulations Act or the Financial and Corporate 
Service Providers Act. Such Agents are under regulatory control 
of The Bahamas which requires that full compliance is maintained 
with established Know Your Customer standards. This information, 
although mandatory, is kept in confidential files of the Registered 
Agent. Further, every IBC is required to maintain a registered office 
in The Bahamas. The Directors may decide where the corporate 
records of the company are to be maintained and what they 
should consist of but copies of the Articles and Memorandum of 
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Association, the Register of Directors and Officers and the Share 
Register must be kept at the Registered Office. A copy of the Register 
of Directors and Officers must be filed with the Registrar General’s 

office. There is no public filing of the Register of shareholders. Other 
key highlights of the IBC are provided below:

Company Law International Business Companies Act, 2000 with amendments.

Corporate Legislation Source English Law

Types of Company • A company limited by shares and/or guarantee • An unlimited company • A limited duration company • A segregated accounts 
company (protected cell in some other jurisdictions). 

Classes of Shares In addition to being designated as issued “without par value”, shares may have rights attached as voting, non-voting, preferred, 
redeemable, redeemable preference shares or shares entitled to participation only in certain assets of the company, and may include 
options, warrants or instruments of a certain nature.

Currency for Authorized Share Capital Any Minimum Number of Directors 1

Minimum Share Capital None Required Corporate Directors Permitted Yes

Standard Share Capital US$5,000 Corporate Secretary Yes

Shares of No Par Value Yes Audit Required by Law No

Minimum Number of Shareholders 1 Statutory Filing of Accounts No

Bearer Shares No Filing of Annual Return No

Stamp Duty None Certificates of Good Standing Available Yes

Usual Incorporation Time 2-3 Days Ready Made Companies Available Yes

Liquidation Procedure Easy Dissolution Procedure Available Yes

Due Diligence Yes

Meetings Annual General meetings (“AGMs”) are not required. AGMs may be held anywhere inside or outside of The Bahamas and can take place 
by telephone. Directors meetings are discretionary. Directors entitled to vote on resolutions at a duly constituted meeting need not 
formally attend but may pass such resolutions by unanimous written consent signed by all of the directors (provided that there is no 
restriction thereon in the Articles). Directors may attend meetings by telephone or video conference.

Company Name May end in Ltd., Corp., GmbH, Inc. or S.A. either in abbreviated form or in full.

Reservation of Company Names Yes (may be reserved free of charge for 90 days).

Government Fees Registration fee for registration of original Memorandum and Articles of Association with the Registrar of Companies – US$330.

Government Fees - Annual IBC with authorized share capital of US$0 to US$50,000 - US$350; IBC with authorized  share capital of US$50,001 & above - US$1,000

Details held on public record • Name of company • Date of incorporation • Memorandum and Articles of Association
• Registered office and agent address • Directors and Officers • Authorized share capital and number of shares • Registered number • 
Register of Charges (optional at election of company).

Taxation An IBC and its shareholders are not subject to any income tax, corporate tax, business license fees or stamp duty on transactions 
concerning an IBC, except that stamp duty is payable in relation to real property situate in The Bahamas which it owns, or is owned by 
any company in which it holds shares or for which it hold a lease. Statutory exemption valid for 20 years from date of incorporation.

Redomiciliation By way of continuation in and outside the jurisdiction in accordance with the laws of The Bahamas and the laws of the jurisdiction 
from or to which the IBC is being continued.

Liquidation/Dissolution Procedures Voluntary and Court supervised procedures available.

Exchange Control No - unless an IBC does business with a person resident in The Bahamas or where a person who is deemed to be a resident of The 
Bahamas for exchange control purposes desires to purchase shares, debts or securities in the IBC.
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Key Highlights of the Segregated
Accounts Company
Snapshot
A SAC is a company which is registered under the Segregated 
Accounts Companies Act 2004. The SAC may create separate 
accounts with assets and liabilities which are segregated from the 
assets and liabilities attributable to every other account and also 
from the company’s general assets and liabilities.

• A segregated account is not a legal person distinct from
 the SAC.
• A SAC must inform any person with whom it deals that it is
 a SAC.  
• A SAC must identify the segregated account which is connected 

to a particular transaction.
• All assets linked by a SAC to a segregated account shall be held 

by the company as a separate fund which will not be part of 
the general account of the company but held exclusively for 
the benefit of the account owners of the particular segregated 
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account. Those assets will be available to meet the rights of 
the account holders and satisfy the liabilities connected to the 
particular segregated account.

• The SAC will record what assets are in its general account and 
such assets shall be the only assets of a SAC available to meet 
the general liabilities of the SAC. Assets in the general account 
will not be available to satisfy liability which is linked to a 
segregated account. 

• The rights and obligations of account owners in a segregated 
account are contained in a governing instrument. The 
governing instrument may provide for conditions which must 
be complied with in order for a person to become a segregated 
account holder. The governing instrument may also provide for 
management of the segregated account, appointments of one 
or more managers, and the orderly winding up of the affairs 
and termination of the segregated account.

• The governing instrument must be governed by the laws of The 
Bahamas and the parties to it must submit to the jurisdiction of 
the courts of The Bahamas.

• The rights and obligations of counterparties dealing with the 
SAC are evidenced in the form of contracts.

Structures
A company registered as a SAC must be governed by the Companies 
Act or the International Business Companies Act and that company 
(i) must be engaged in the business of either (a) investment funds 
(b) issuing securities or (c) insurance, or (ii) is a subsidiary of a 
Bank or Trust Company (and not licensed by the Central Bank), 
or (iii) is engaged in a business where the Minister responsible 

for Companies has prescribed a primary regulator. No company 
licensed under the Banks and Trust Companies Regulation Act may 
register as a SAC. 

Registration
A SAC must file a request with the Registrar to be registered as 
a SAC containing the prescribed information and accompanied 
by the consent of the primary regulator of the relevant business. 
Where the company has conducted business prior to the application 
for registration a statutory declaration containing prescribed 
information must also be filed with the primary regulator along 
with evidence of the consent of 75% of the intended account 
holders and 75% of the would be creditors of the SAC. The Registrar 
will issue a certificate of registration on completion of registration.

Requirements
• A SAC Representative who monitors and reports on the activity 

of the SAC may be required where the primary regulator 
is especially prescribed by the Minister responsible for 
companies.

• A SAC must maintain a private register of account owners.
• A SAC must file an annual declaration stating that the company is 

in compliance with the Segregated Accounts Companies Act. 
• A SAC must maintain records in accordance with generally 

accepted accounting principles. Records must be made 
available at least once a year to each account owner, unless 
waived by the account owner.

• A SAC must pay prescribed fees based on the number of 
accounts.

We offer a financial services platform that serves the 
needs of private and corporate entities, and that fully 
supports the success of The Bahamas with the
success of those we serve.
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Writing a 
Will
CHRISTINE ARCHER

BIFS-CERTIFIED FINANCIAL 
PLANNER COURSE
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Inheritance Act

Wills Act

Adoption of Children Act

Guardianship and Custody of Infants Act

Status of Children Act

Probate and Administration of Estates Act, 
2011

Probate and Administration of Estates Rules, 
2011
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The Nature of 
Wills

A will is defined as ‘the aggregate of [a man’s] 
testamentary intentions, so far as they are 
manifested in writing, duly executed 
according to statute” – per Sir JP Wilde in 
Lemage v Goodban (1865)

In Jarmin on Wills it states that a will is ‘an 
instrument by which a person makes a 
disposition of his property to take effect after 
his decease and which is in its own nature 
ambulatory and revocable during his lifetime’.   

36/6/2021

Characteristics 
of a standard 
will

1. ‘declaration of intention’- a testator 
can make a will leaving property to a person 
and then dispose of that same property by 
sale or gift before death. 

If the liquid assets are not sufficient to pay 
debts or other liabilities of the state, the 
executor can sell property comprising the 
estate, including the bequest.

The testator/testatrix may leave several 
documents, which he many describe as his 
wills, but the court will construe them as 
constituting a single will. The testator may 
amend his will by means of a supplementary 
document (codicil)  

46/6/2021

3

4
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Characteristics of a 
will cont’d
2. ‘in prescribed form’

Section 5 and Schedule of the Wills Act set out the 
formalities of a will. An exception to this rule is in the 
case of privileged wills made by soldiers and sailors in 
active service.  

3. ‘matters which he wishes to take effect’

This is not limited to property. A will need not be 
confined to the disposition of property, but may 
appoint executors or trustees, or a guardian for a 
minor child, may give directors as to funeral or their 
disposal of the body, or may revoke an earlier will. 

6/6/2021 5

Characteristics 
of a will cont’d

6/6/2021

4.‘Takes effect after death’ – s.20 Wills Act

A will has no effect until the testator dies. A 
beneficiary does not acquire any interest in a 
testator’s property because of being named 
in the will, until the death of the testator. 

It is said that ‘a will speaks from death’ and 
that a will is ‘ambulatory’ so that even 
property acquired after the will was made 
can pass under the will.  

Therefore, a gift of ‘all my money held in 
Bank X’ will encompass money acquired 
subsequent to the execution of the will. 

6

5

6



12/08/2021

4

Characteristics 
of will

6/6/2021

5. ‘revocable’ s.13 and 16 Wills Act

An important characteristic of a will is that it 
can be revoked at any time before the death 
of the testator, unless there  is loss of 
testamentary capacity. 

A testator cannot make his will irrevocable 
during his lifetime. 

7

6/6/2021 8
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Types of wills

6/6/2021

Joint wills

Mutual wills

Privileged wills

Statutory wills

Conditional wills

Holograph wills

International wills

Codicils

9

Contract to 
make a will

6/6/2021

A contract to make a will, or to make certain 
dispositions in a will, can be held to be valid, 
although a will is always revocable. 

[to be a valid contract it must have the 
essential elements of a contract: agreement 
and be under seal or supported by 
consideration, it is intended to create legal 
relations]

10

9

10
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Contract to 
make a will

6/6/2021

However, once it is a legally binding contract, 
the testator may be held liable for breach of 
the contract in the following situations:

(i) where the testator decides not to 
make the will: B may recover the property 
from the Personal Representative or claim 
damages out of his estate;

(ii) where the testator makes a will but 
does not in fact leave the property to B as 
agreed :B is entitled to property or damages 
in lieu;

(iii) where the testator makes a will 
leaving the property to B but then decides to 
revoke the will: B is entitled to damages in 
the event of such revocation. 

11

Capacity to make a will
S. 4 of Wills Act 

‘to be valid, a will shall be made by a person who-

(a) is aged eighteen years or over; and 

(b) is of sound disposing mind’ – A. testamentary capacity: 

Understand the nature of the act and its  effects;

Understand the extent of the property that he is disposing

Able to comprehend and appreciate the claims  to which he ought to 
give effect (that there is no disorder of the mind shall poison is 
affections)  

B. Intention – the testator must intend that his wishes will take 
effect on his death otherwise it is invalid.

126/6/2021

11

12
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Capacity to make a 
will
In succession law, there is a rule that  if a 
testator when competent, has given 
instructions to another person to prepare his 
will and the will is prepared according to those 
instructions, then the will is valid even though, 
when the testator actually executes its, he is no 
longer competent to make a will 

6/6/2021 13

Formalities s.5 Wills Act
The Wills Act lays down certain formalities :

The will must be in writing

The will must be signed by the testator or by some other person in his 
presence and under his direction

It must appear that the testator by his signature intended to give effect 
to the will

The signature must be made or acknowledged in the presence of two or 
more witnesses present at the same time; and

Each witness must either attest and sign the will, or acknowledge his 
signature in the presence of the testator (but not necessarily in the 
presence of any other witness) 

Publication of the will is not necessary

146/6/2021

13

14
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Formalities s.5 Wills Act
The will is valid if the signature of the testator’s signature is placed at, 
after, following, under beside or opposite the end of the will that it is 
apparent on the face of the will that the testator intended to give effect 
by the signature

The witness to the will must sign his name in his own handwriting even 
if he has to be assisted to do so.

156/6/2021

Formalities

6/6/2021

No will is affected by the circumstances that-

(i) the signature does not follow, or is not 
immediately after, the foot or end of the will;

(ii) a blank space intervenes between the 
concluding word of the will and the signature;

(iii) the signature is placed among the words of 
the testimonium clause or of the clause of attestation 
or follows or is after or under clause of attestation, 
either with or without a blank space intervening, or 
flows or is after, under or beside the names or one of 
the names of the subscribing witnesses; 

(iv) the signature is on a side page or other 
portion of the paper or papers containing the will 
whereon no clause or paragraph or disposing part of 
the will is written above the signature; or 

(v) there appears to be sufficient space to contain the 
signature on or at the bottom of the preceding side, 
page or other portion of the same paper on which 
the will is written.

16

15

16



12/08/2021

9

Formalities s.5 Wills Act
While these scenarios do not restrict the generality of the items 
mentioned before, the disposition or direction in a will is of no effect 
where that disposition or direction is underneath or follows the 
signature on the will nor is there any disposition or direction where that 
disposition or direction is inserted after the signature  is made. 

No person is a competent witness to the execution of a will if he attests 
the will in any manner other than by signing his name in his own 
handwriting. 

176/6/2021

Wills with 
foreign 
element s.6 
Wills Act

6/6/2021

Where a testator is not domiciled in the 
Bahamas and is disposing of property 
situated in The Bahamas and expressly 
declares in his will that the laws of The 
Bahamas shall be the governing law of the 
disposition, such declaration shall be valid, 
effective and conclusive regardless of any 
other circumstance.  

18

17

18
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Challenges to the 
will
Undue influence

Fraud

Knowledge and approval  (testator lacked 
testamentary capacity)

Suspicious circumstances

Mistake

6/6/2021 19

Incompetency of Witness s.9 Wills Act
Gifts to witness s.10 Wills Act
If any person who attests the execution of a will becomes at any time 
afterwards incompetent as a witness to prove the execution, the will is 
not invalid on that account. 

If a person who attests the execution of a will or the spouse of such 
person receives a bequest under the will, the gift is void. The attending 
witness would be competent as a witness to prove the execution or 
validity or invalidity of the will but would not receive the gift. The only 
way the gift would be received would be where there is a charge and 
direction for the payment of debts.

Note that the attestation of a will by a person to whom or to whose 
spouse there is given or made any such disposition shall be disregarded 
if the will is duly executed without his attestation and without that of 
any other such person. 

206/6/2021

19

20
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Attestation by 
a creditor 
s.11 Wills Act
Attestation by 
a executor 
s.12 Wills Act

6/6/2021

If a will charges any property with any debt, 
and 

(a) any creditor whose debt is so charged; or 

(b) the spouse of any such creditor attests 
the execution, such an attesting witness is 
competent, notwithstanding the charge, as a 
witness to prove the execution or to prove 
the validity or invalidity of the will. 

An executor can be a witness to a will.

21

MARRIAGE

6/6/2021 22

21

22



12/08/2021

12

Section 13 Wills Act
A will is revoked by the testator’s marriage except in the following circumstances:

(3) Where it appears from a will that at the time it was made the testator was expecting to 
be married to a particular person and that he intended that the will should not be revoked 
by the marriage

(4 ) Where it appears from a will that at the time it was made the testator was expecting 
to be married to a particular person and that he intended that a disposition in the will 
should not be revoked by his marriage to that person 

(a) that disposition shall take effect notwithstanding the marriage; and 

(b) any other disposition in the will shall take effect also, unless it appears from the will 
that the testator intended the disposition to be revoked by the marriage.  

6/6/2021 23

Effect of Dissolution of 
Marriage S. 14
Where after the testator has made a will, a decree of a cout dissolves or 
annuls his marriage or declares it void-

(a) the will shall take effect as if any appointment of the former 
spouse as an executor or as an executor and trustee of the will were 
omitted; and

(b) any devise or bequest to the former spouse shall lapse, except 
in so far as a contrary intention appears by the will. 

6/6/2021 24
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Revocation of wills s. 16 Wills 
Act
No will or any part thereof is revocable otherwise than

1. by marriage

2.  by another will

(c) by some writing, declaring an intention to revoke the will, executed 
in the manner in which a will is required to be executed; o r

(d) by the testator, or some person in his presence and by his 
direction, burning, tearing or otherwise destroying the will, with the 
intention of revoking it. 

256/6/2021

6/6/2021 26
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Alteration of wills s. 17 Wills 
Act
A testator, after making his will may decide that he wants to make some 
changes to his will.  He may not wish an entirely new will or have the 
expense or trouble of making a codicil, so he may decide to alter his 
will. 

Alteration may take place before or after the execution of the will:  

276/6/2021

Alterations made after the 
execution
Alterations made after execution of the will must comply with the Wills 
Act to be effective. 

‘no obliteration, interlineation or other alteration made in any will after 
its execution is valid or has any effect except so far as the words or 
effect of the will before the alteration are not apparent, unless the 
alteration is executed in the manner in which a will is required to be 
executed; but the will with the alteration as part of it is duly executed 
if the signature of the testator and the signature of the witnesses are 
made in the margin or on some other part of the will opposite or near 
the alteration or at the foot or end of, or opposite to, a memorandum 
referring to the alteration and written at the end or some other part of 
the will.  

286/6/2021
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Alterations made after the 
execution – s.17 Wills Act
Interlineation – may be words or figures written between lines and 
words inserted in the lines or words included  by a cross or asterisk. 

Obliteration – where words are blotted out or effaced, e.g. by inking 
over or by covering over with a strip of paper so that they are no longer 
apparent and other words written over them.

296/6/2021

Alterations made prior to the 
execution of the will
Alterations made prior to the execution of the will are valid, provided 
they were intended by the testator to form part of his will. 

There is a rebuttable presumption that pencil alterations are 
deliberative and hence not valid, while those made in ink are final.

Words in a will may be obliterated subject to certain conditions. If a 
testator pasted strips of paper over certain legacies in his will leaving 
the names of the legatee untouched, the court will conclude that he 
intended to revoke those legacies, only on the substitution of new 
amounts. 

306/6/2021
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Revival, Republication and 
Incorporation of wills
Revival means the restoration to effect  of a  will or codicil which has 
been revoked. 

A will can be revived by re-execution of the revoked will; or a codicil 
showing an intention to revive the revoked will. 

Where a will has been first, partly revoked, and later wholly revoked, is 
revived, the revival does not extend to the part revoked before the 
revocation of the whole will unless an intention to revive that part is 
shown. 

316/6/2021
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Revival, Republication and 
Incorporation of wills
Republication is the confirmation of a valid existing will.  The testator is 
making a later affirmation of the validity and contents of his will.

Republication can be made with the re-execution of will with the 
necessary formalities or by making a duly executed codicil containing 
some reference to the will, such as, ‘codicil to my will’ or ‘in all other 
respects I confirm my  said will’, but a mere reference to the will is 
sufficient. 

336/6/2021

Revival, Republication and 
Incorporation of wills
In certain circumstances a document which is unattested may be 
incorporated by reference and form part of a will if:

The document must be in existence at the date of the will

The document must be referred  to in the will as being in existence at 
that date

The document must be clearly identified in the will

346/6/2021
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Gift to child who predeceases 
testator s.29 Wills Act 
Where a will contains a devise or bequest to a child or remoter 
descendant of the testator;

The intended beneficiary dies before the testator , leaving issue; and

Issue of the intended beneficiary are living at the testator’s death

Then, unless a contrary intention appears by the will the devise or 
bequest shall take  effect as a devise or bequest to the issue living at the 
testator’s death

The issue would take in equal shares and the reference to the child 
refers to every child whether or not born in wedlock

356/6/2021

Gift to more 
than one 
person
s. 30 Wills 
Act

6/6/2021

Where real estate is devised to more than 
one person as co-owners without any words 
to indicate that a joint tenancy subsists 
between such persons the devise shall be 
construed as the devise of a tenancy in 
common.

[Under joint tenancy, both partners jointly own the whole 
property, while with tenants-in-common each own a 
specified share. As tenants in common this allows them to 
leave their share of the property to beneficiaries when they 

die.]

36

35
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Rectification of Wills s. 31 Wills 
Act
If a court is satisfied that a will is so expressed that it fails to carry out 
the testator’s intentions, in consequence of a  clerical error or of a 
failure to understand his instructions, it may order that the will be 
rectified so as to carry out the testator’s intentions.

This should be done within 12 months of the date on which 
representation with respect to the estate of the deceased is first taken 
out or the court will have to grant permission for the application. 

376/6/2021

Gifts to spouses s. 33 Wills Act
Except where a contrary intention is shown, it shall be presumed that if 
a testator devises or bequeaths real or personal estate to his spouse in 
terms which in themselves give an absolute interest to the spouse, but 
by the same instrument purports to give his issue an interest in the 
same estate, the gift to the spouse is absolute notwithstanding the 
purported gift to the issue.  

386/6/2021
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Structure of a 
Will (First 
Schedule 
s.5(5)

6/6/2021 39

THIS WILL IS MADE BY ME …… of ….

(a) I REVOKE all previous wills

(b) I APPOINT ……. To be my  executor.

(3)  I GIVE 

• (a)………………………………………

• (b)………………………………………

• (4) I GIVE the rest of my estate (after payment of 
my debts, testamentary expenses and the gifts in 
clause 3 of this will) to 
………………………………………………………….

• DATED this …………………………day of 
…………………….20

• SIGNED by the 
above……………………………………

• As his last will in our joint presence and then by us 
in his  

Section 39 Wills Act

6/6/2021 40
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MEMBERS OF DEFENCE FORCE, 
MARINERS AND SEAMAN
Section 39 of the Wills Act makes an exception to the above persons

•Any member of the Royal Bahamas Defence Force being in actual navel, 
military or air force service, or any mariner or seaman being at sea, may 
dispose of his real and personal estate without complying with the 
formalities for the execution of a will as set out in section 5. 

•Section 39 authorizes and always has authorized any member of the 
defence force being in actual military service, or any mariner or seaman 
being at sea, to dispose of his personal estate though under the age of 
eighteen years. 

6/6/2021 41

MEMBERS OF DEFENCE FORCE, 
MARINERS AND SEAMAN
Section 39 shall extend to any member of the naval or marine forces not 
only when he is at sea but also when he is so circumstanced that if he 
were a member of the Defence Force he would be in actual military 
service within the meaning of that section.

A testamentary disposition of the real estate made by a person to 
whom section 39 applies, shall, notwithstanding that the person making 
the disposition was at the time of making it under eighteen years of age 
or that the disposition had not been made in such manner or form as 
was at the passing of this Act required by law, be valid. 

6/6/2021 42
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ADMINISTRATION OF ESTATES

6/6/2021 43

A WILL 
SPEAKS 
FROM DEATH

6/6/2021 44

The Wills Act states that :

Every will shall be construed, with 
reference to the real and personal 
estate referred to in it, to speak and 
take effect as if it had been executed 
immediately before the death of the 
testator unless a contrary intention 
appears by the will.  

43
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6/6/2021 45

Depository of Wills
A depository of wills is established under the control and directions of the Chief Justice for the safe custody and 
preservation of original wills.

• Payment of the fee ($25), a person may deposit his will to be kept in the depository and the Registrar shall cause to be 
recorded every will so deposited. 

• The will must be in a sealed envelope which shall state:

➢ Name and address of testator as it appears on the will

➢ Name and address of executor as it appears on the will

➢ Date of the will

➢ Name of the person who deposits the will

➢ The will deposited may be withdrawn and substituted for a fee ($25)

➢ The Registrar shall record every will withdrawn whether substituted or not

➢ A will, subject to the rules of court, will only be open to inspection by the testator, during his lifetime or upon proof of death of the  
testator by personal representative or beneficiary or attorney

➢ Deposit of the will does not make a presumption that such will is the last will and testament of the testator. 

6/6/2021 46
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PERSONAL REPRESENTATIVE
This is the term used for both executives and administrators

They are the persons who stand in the shoes of the deceased for the 
purpose of dealing with his assets

Executors are appointed by the testator in the will

Administrators are any other person who administers the estate of a 
deceased and they are appointed by the court. 

6/6/2021 47

What were the assets of the deceased?

Assets that belonged to the deceased at the time of his death come under the 
control of the personal representative

Exceptions:

➢Jointly owned property does not pass to the personal representatives, but passes to 
the survivor of the joint owners under the rule of survivorship

➢During his lifetime the deceased may have nominated some of his property (savings 
Deposit) – passes directly to the nominee

➢Some sums payable under insurance policies may be paid directly to third parties 
and do not form part of the deceased’s estate

➢Benefits under pension scheme are usually paid directly to the beneficiary, and do 
not form part of the deceased’s estate

➢Property the deceased held as trustee do not form part of his estate or pass to his 
personal representative. 

6/6/2021 48
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PROBATE
The courts may grant to one or more but not exceeding 4 executors of a deceased person, a grant of probate which may be limited 
in any the court thinks fit.

To apply for a Grant of Probate the following is required

oThe executor must within 12 months of the death of the deceased file a petition in Form 1

oPay the prescribed fees

oIn support of the application: original will and two copies thereof; 

oAn affidavit of an attesting witness in proof of the due execution of the will in Form 2

oEvidence of the death of the deceased

oAn oath from the executor in Form 3 stating date and place of birth of testator, domicile of testator at death, deceased died testate, 
entitlement of applicant to the grant of representation, an undertaking to administer the oath according to law

oAffidavit evidencing the  result of the search for any prior grant of representation

oEvidence of the identity of the applicant
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PROBATE
In certain instances the following may be required:

An affidavit of delay

A power of attorney

A resolution if a trust corporation is named in a will as executor whether 
alone or jointly with another person.

A certificate as to grant of probate may, upon application and payment 
of the prescribed fee, is used in Form 4

6/6/2021 50

49

50



12/08/2021

26

PROBATE
Different types of grant can be granted by the court:

❑Grant of probate (above)

❑Grant of administration (with or without a will), limited in any way

❑Administration pending suit (legal proceedings pending the validity of 
the will or obtaining, recalling or revoking any grant)

❑Grant de bonis non- where a sole or surviving personal representative 
dies intestate without fully administering the estate of the deceased, 
court may appoint an administrator to administer the goods left 
unadministered

❑Grant limited to an action- court grants representation to an 
administrator to represent the estate in proceedings
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PROBATE
❑Grant of special administration -where the personal representative is 
abroad-if after 12 months from the death of a person, any personal 
representative to whom a grant has been made is residing out of the 
jurisdiction of the court, an application may be made by a person 
interested in the estate of the deceased. 

❑Grant during minority or executor- where the only person who would 
otherwise be entitled to a grant is minor, a grant of letters of 
administration with the will annexed for the use and benefit of the 
minor, limited until he attains the age of 18 shall be issued in the 
following order of priority:
❑To the parents of the minor jointly

❑Statutory or testamentary guardian of the minor

❑Any guardian appointed by a court of competent jurisdiction 
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PROBATE
Grant in the case of mental incapacity:-where the court is satisfied that 
a person entitled to a grant is by reason of mental incapacity incapable 
of managing his affairs, the court may make a grant of representation 
for the use and benefit of that person, limited until further 
representation is granted or such other order that the court may direct.

Grant can also be made to:
◦ Attorneys

◦ De eased person who died outside of The Bahamas

◦ In an additional name

◦ To consular officers
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Deposits to the credit of deceased 
person

The manager of a Bank may, without production of a probate or letters of 
administration pay such sums as may be prescribed by rules ($2,500) 
standing to the credit of a deceased person to any person who upon 
producing:

➢Satisfactory proof of the death of such deceased person; and 

➢Such evidence as may be required by the manager

➢Appears to such manager to be entitled by law to the said sum standing to 
the credit of such deceased person

➢Before any payment is made the claimant shall make and deliver to the 
bank a declaration to the effect that the sums are to be utilized for funeral 
expenses and the manager shall ensure that the declaration is forwarded to 
the Registrar General

➢A Bank shall not be liable in respect of any claim by any person in 
connection with a payment made in accordance with this section. 

6/6/2021 54

53

54



12/08/2021

28

Payment by employer of monies

Where an employee (other than a public officer) has died and is entitled 
to sums from his employer (whether before or at the time of his death); 
and 

The employer has in his possession a document executed by the 
employee under oath identifying payment to a specified person.

The employer may without requiring production of probate or letters of 
administration pay to the person so identified such sums. 

Any sums to which an employee is entitled as above, shall not form part 
of the estate of the deceased employee or subject to his debts. 
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Filing of Return 
The personal representative of the estate of a deceased person shall file 
a duly completed return in respect of the true value of the personal 
estate and effects of the deceased in Form 16

➢Within 6 months after the date of the grant of representation where 
the estate is situate in New Providence

➢Nine months after the date of the grant of representation where the 
estate is situate in Family Islands

➢A warrant of appraisement directing any person to ascertain the value 
of the personal estate of the deceased. 
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Filing of Return
Any person who wishes to be notified of the issue of grant may enter a 
standing search for the grant by lodging a notice in Form 18.

➢A person who has entered a standing search will be sent a copy of any 
grant which corresponds with particulars given on the Form

➢Any person who wishes to show cause against the sealing of a grant of 
representation may enter a caveat in Form 19 at the Registry

➢A caveat shall remain in force for 6 months from the date on which it 
was entered and may on application by the caveator be extended for a 
further 6 months

➢The Registrar maintains a register of caveats
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Remuneration of Executors 
and Administrators
Every executor and administrator in the exercise of his administration 
distribution and final settlement of any estate is entitled on administration 
to the whole or any portion of the estate, any remuneration fixed by the will 
of the deceased, or if remuneration is fixed or the deceased died intestate, 
in the discretion of the Registrar but in no case exceeding:

➢Where the total value of the property does not exceed $10,000, 3% on the 
amount of all receipts

➢Where the total value of the property exceeds $10,000, 3% on $10,000, 
and 2% on the amount of all receipts over and above $10,000

➢The Registrar may disallow any remuneration where the executor or 
administrator fails to administer any estate with due diligence or fidelity, or 
to file or render the account of his administration and distribution of the 
estate in due course of law, and has no lawful or sufficient excuse for his 
failure. 
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Liability of Estate of Personal 
Representative

Where a personal representative of a deceased person wastes or 
converts to his own use any part of the real or personal estate of the 
decease, and dies, his personal representative shall to the extent of the 
available assets or the defaulter be libel and chargeable in respect of 
such waste or conversion in the name of the defaulter as if he was 
living. 
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Liability of person fraudulently 
obtaining/retaining estate of deceased
If any person, without full valuable consideration, to the defrauding of 
creditors obtains, receives or holds any real or personal estate of a 
deceased person or effects the release of any debt or liability due to the 
estate of the deceased, he shall be charged as executor in his own 
wrong to the extent of the real and personal estate receiving or coming 
to his hands, or the debt or liability released after deducting any debt 
for valuable consideration and without fraud due to him from the 
deceased person at the time of his death; and any payment made by 
him which might properly be made by a personal representative.  
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Penalty
A person who makes a false declaration in respect of any application 
whether by omission or commission, is guilty of am offence and shall be 
liable upon summary conviction to a fine not exceeding $5,000.

A person who commits an offence under the Act or any rules is liable to 
a fine not exceeding $5,000 
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CHAPTER 115 

WILLS 
An Act to make fresh provisions relating to the 

law of wills; and for connected purposes. 
[Assent 31st January, 2002] 

[Commencement 1st February, 2002] 

PART I 
PRELIMINARY 

1. This Act may be cited as the Wills Act, 2002. 
2. (1) In this Act — 
“child” or “issue” means a child born in wedlock or 

an adopted child and includes a child en ventre 
sa mère; 

“personal estate” includes leasehold estates and other 
chattels real, and also moneys, shares of 
government and other funds, securities for 
money (not being real estate), debts, choses in 
action, rights, credits, goods and all other 
property whatsoever which by law devolves 
upon the executor or the administrator, and any 
share or interest therein; 

“real estate” includes messuages, lands, rents and 
hereditaments, whether freehold or of any other 
tenure, and whether corporeal or incorporeal or 
personal, and any undivided share thereof, and 
any estate, right or interest (other than a chattel 
interest) therein; 

“will” includes a testament, a codicil, an appointment 
by will or by writing in the nature of a will in 
exercise of a power, and any other testamentary 
disposition. 

PART II 
WILLS 

3. Subject to this Act, every person may dispose by 
will executed in accordance with this Act all real estate and 
all personal estate owned by him at the time of his death. 

4 of 2002 
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4. To be valid, a will shall be made by a person who — 
(a) is aged eighteen years or over; and 
(b) is of sound disposing mind. 
5. (1) Subject to section 6, no will is valid unless it 

is in writing and signed at the foot or end thereof by the 
testator or by some other person in his presence and by his 
direction in accordance with subsection (2). 

(2) The signature of the testator or other person 
mentioned in subsection (1) is effective if — 

(a) so far as its position is concerned it satisfies 
subsection (3); 

(b) the signature is made or acknowledged by the 
testator in the presence of two or more witnesses 
present at the same time; and 

(c) each witness either — 
 (i) attests and signs the will; or 
 (ii) acknowledges his signature, 

in the presence of the testator (but not necessa-
rily in the presence of any other witness), 

but no form of attestation is necessary nor is publication of 
the will necessary. 

(3) So far as regards the position of the signature of 
the testator, or of the person signing for him — 

(a) a will is valid if the signature is so placed at, 
after, following, under, beside or opposite the 
end of the will that it is apparent on the face of 
the will that the testator intended to give effect, 
by the signature, to the writing signed as his 
will; 

(b) no will is affected by the circumstances that — 
 (i) the signature does not follow, or is not 

immediately after, the foot or end of the 
will; 

 (ii) a blank space intervenes between the con-
cluding word of the will and the signature; 

 (iii) the signature is placed among the words of 
the testimonium clause or of the clause of 
attestation or follows or is after or under the 
clause of attestation, either with or without a 
blank space intervening, or follows or is 
after, under or beside the names or one of 
the names of the subscribing witnesses; 
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a will. 

Formalities for 
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 (iv) the signature is on a side page or other 
portion of the paper or papers containing 
the will whereon no clause or paragraph or 
disposing part of the will is written above 
the signature; or 

 (v) there appears to be sufficient space to 
contain the signature on or at the bottom of 
the preceding side, page or other portion of 
the same paper on which the will is written, 

and the enumeration of the circumstances in paragraph (b) 
does not restrict the generality of this subsection, but no 
signature under this section operates to give effect to any 
disposition or direction which is underneath or follows it, 
nor does it give effect to any disposition or direction 
inserted after the signature is made. 

(4) No person is a competent witness to the 
execution of a will if he attests the will in any manner other 
than by signing his name in his own handwriting. 

(5) A guide as to the formalities of a will is set out 
in the First Schedule. 

6. (1) The Minister may make regulations 
governing the validity and recognition of wills and other 
testamentary dispositions with a foreign element or 
executed on board a vessel or aircraft or which, for any 
other reason, may not comply with the law of The 
Bahamas. 

(2) In making regulations under subsection (1), the 
Minister may have regard to any convention providing a 
uniform law on the form of an international will or 
otherwise dealing with the conflict of laws relating to 
testamentary dispositions. 

7. Where a testator who — 
(a) is not domiciled in The Bahamas; 
(b) is disposing of property situate in The Bahamas, 

expressly declares in his will that the laws of The Bahamas 
shall be the governing law of the disposition, such 
declaration shall be valid, effective and conclusive regard-
less of any other circumstance. 

8. A will executed in accordance with section 5 or 6 
is, so far as respects the execution and attestation thereof, a 
valid execution of a power of appointment by will,  
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Wills with 
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notwithstanding that the instrument creating the power 
expressly requires that a will made in exercise of such 
power should be executed with some additional or other 
form of execution or formality. 

9. Subject to subsection (3) of section 5, if any 
person who attests the execution of a will becomes at any 
time afterwards incompetent as a witness to prove the 
execution, the will is not invalid on that account. 

10. (1) Subject to subsection (2), if a person who 
attests the execution of a will is a person to whom or to 
whose spouse any interest is given by the will (whether by 
way of gift or by way of exercise of a power of appoint-
ment, but other than and except charges and directions for 
the payment of debts), the gift or appointment is void so far 
as it concerns such an attesting witness or the spouse of the 
witness or any person claiming under the witness or 
spouse, but the attesting witness is competent as a witness 
to prove the execution or to prove the validity or invalidity 
of the will notwithstanding the gift or appointment 
mentioned in the will. 

(2) Attestation of a will by a person to whom or to 
whose spouse there is given or made any such disposition 
as is described in subsection (1) shall be disregarded if the 
will is duly executed without his attestation and without 
that of any other such person. 

(3) This section applies to the will of any person 
dying after the commencement of this Act, whether 
executed before, on or after the commencement of this Act. 

11. If a will charges any property with any debt, 
and — 

(a) any creditor whose debt is so charged; or 
(b) the spouse of any such creditor referred to in 

paragraph (a), 
attests the execution, such an attesting witness is compe-
tent, notwithstanding the charge, as a witness to prove the 
execution or to prove the validity or invalidity of the will. 

12. No person is incompetent on account of his being 
an executor of a will as a witness to prove the execution or 
to prove the validity or invalidity of the will. 
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13. (1) Subject to subsections (2), (3) and (4), a will 
is revoked by the testator’s marriage. 

(2) A disposition in a will in exercise of a power of 
appointment shall take effect notwithstanding the testator’s 
subsequent marriage unless the real or personal estate so 
appointed would in default of appointment pass to his 
personal representatives. 

(3) Where it appears from a will that at the time it 
was made the testator was expecting to be married to a 
particular person and that he intended that the will should 
not be revoked by the marriage, the will shall not be 
revoked by his marriage to that person. 

(4) Where it appears from a will that at the time it 
was made the testator was expecting to be married to a 
particular person and that he intended that a disposition in 
the will should not be revoked by his marriage to that 
person — 

(a) that disposition shall take effect notwithstanding 
the marriage; and 

(b) any other disposition in the will shall take effect 
also, unless it appears from the will that the 
testator intended the disposition to be revoked 
by the marriage. 

14. Where after the testator has made a will, a decree 
of a court dissolves or annuls his marriage or declares it 
void — 

(a) the will shall take effect as if any appointment of 
the former spouse as an executor or as an 
executor and trustee of the will were omitted; 
and 

(b) any devise or bequest to the former spouse shall 
lapse, 

except in so far as a contrary intention appears by the will. 
15. No will is revoked by any presumption of an 

intention on the ground of an alteration in circumstances. 
16. No will, or any part thereof, is revocable otherwise 

than — 
(a) in accordance with section 13; 
(b) by another will; 
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(c) by some writing, declaring an intention to 
revoke the will, executed in the manner in which 
a will is required to be executed; or 

(d) by the testator, or some person in his presence 
and by his direction, burning, tearing or 
otherwise destroying the will, with the intention 
of revoking it. 

17. No obliteration, interlineation or other alteration 
made in any will after its execution is valid or has any 
effect so far as the words or effect of the will before the 
alteration are not apparent, unless the alteration is executed 
in the manner in which a will is required to be executed; 
but the will with the alteration as part of it is duly executed 
if the signature of the testator and the signature of the 
witnesses are made in the margin or on some other part of 
the will opposite or near the alteration or at the foot or end 
of, or opposite to, a memorandum referring to the alteration 
and written at the end or some other part of the will. 

18. (1) No will or any part thereof which has been 
revoked is revived otherwise than by — 

(a) re-execution of the revoked will; or 
(b) a codicil showing an intention to revive the 

revoked will. 
(2) Where any will, which has been, first, partly 

revoked, and later wholly revoked, is revived, the revival 
does not extend to the part revoked before the revocation 
of the whole will unless an intention to revive that part is 
shown. 

19. No conveyance or other act made or done 
subsequently to the execution of a will of or relating to any 
real or personal estate referred to in the will (except an act 
which revokes the will in accordance with section 13 or 
16), prevents the operation of the will with respect to the 
estate or interest in that real or personal estate of which the 
testator has power to dispose by will at the time of his 
death. 

20. Every will shall be construed, with reference to 
the real and personal estate referred to in it, to speak and 
take effect as if it had been executed immediately before the 
death of the testator unless a contrary intention appears by 
the will. 
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21. Unless a contrary intention appears from the 
will, if a devise fails or is void by reason of the death of the 
devisee in the lifetime of the testator or by reason of being 
contrary to law or otherwise, any real estate or interest 
comprised or intended to be comprised in that devise is 
deemed to be included in the residuary devise (if any) 
contained in the will. 

22. A devise of the land of the testator, or of the 
land of the testator in any place, or in the occupation of any 
person mentioned in his will, or otherwise described in a 
general manner, and any other general devise which would 
describe a leasehold estate, if the testator had no freehold 
estate which could be described by it, shall be construed so 
as to include the leasehold estates of the testator or any of 
them to which such description extends as well as freehold 
estates, unless a contrary intention appears by the will. 

23. (1) A general devise of the real estate of the 
testator, or of the real estate of the testator in any place, or 
in the occupation of any person mentioned in his will, or 
otherwise described in a general manner, shall be construed 
so as to include any real estate, or any real estate to which 
such description extends, as the case may be, which he 
may have power to appoint in any manner he may think 
proper, and operates as an execution of such power, unless 
a contrary intention appears by the will. 

(2) A bequest of the personal estate of the testator, 
or any bequest of personal property described in a general 
manner shall be construed so as to include any personal 
estate, or any personal estate to which such description 
extends, as the case may be, which he may have power to 
appoint in any manner he may think proper, and operates 
as an execution of such power, unless a contrary intention 
appears by the will. 

24. Where any real estate is devised to any person 
without any words of limitation, the devise shall be 
construed so as to pass the fee simple or other interest 
which the testator had power to dispose of by will in such 
real estate, unless a contrary intention appears by the will. 

25. (1) In any devise or bequest of real or personal 
estate the expressions “die without issue”, or “die without 
leaving issue”, or “have no issue”, or any other words 
which may import either a want or failure of issue of any  
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person in his lifetime or at the time of his death, or an 
indefinite failure of his issue, shall be construed to mean a 
want or failure of issue in the lifetime, or at the time of the 
death, of such person, and not an indefinite failure of issue, 
unless a contrary intention appears by the will, by reason of 
such person having a prior estate tail or of a preceding gift 
being, without any implication arising from such words, a 
limitation of an estate tail to such person or issue or 
otherwise. 

(2) This Act shall not extend to cases where such 
words mentioned in subsection (1) import if no issue 
described in a preceding gift are born, or if there is no issue 
who live to attain the age or otherwise answer the 
description required for obtaining a vested estate by a 
preceding gift to such issue. 

26. Where any real estate is devised to any trustee or 
executor, such devise shall be construed to pass the fee 
simple or other interest which the testator had power to 
dispose of by will in such real estate, unless a definite term 
of years absolute or determinable or an estate of freehold is 
thereby given to him expressly or by implication. 

27. Where any real estate is devised to a trustee, 
without any express limitation of the estate to be taken by 
the trustee, and the beneficial interest in the real estate, or 
in the surplus rents and profits thereof, is not given to any 
person for life, or such beneficial interest is given to any 
person for life, but the purposes of the trust may continue 
beyond the life of such person, then the devise shall be 
construed to vest in such trustee the fee simple, or other the 
whole legal estate which the testator had power to dispose 
of by will in such real estate, and not an estate 
determinable when the purposes of the trust are satisfied. 

28. Where any person to whom any real estate is 
devised for an estate tail or an estate in quasi entail, dies in 
the lifetime of the testator leaving issue who would inherit 
under such entail and any such issue are living at the time 
of the death of the testator, then the devise shall not lapse, 
but shall take effect as if the death of such person had 
happened immediately after the death of the testator, 
unless a contrary intention appears by the will. 
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29. (1) Where — 
(a) a will contains a devise or bequest to a child or 

remoter descendant of the testator; 
(b) the intended beneficiary dies before the testator, 

leaving issue; and 
(c) issue of the intended beneficiary are living at the 

testator’s death, 
then, unless a contrary intention appears by the will, the 
devise or bequest shall take effect as a devise or bequest to 
the issue living at the testator’s death. 

(2) Issue shall take under this section through all 
degrees, according to their stock (per stirpes) in equal 
shares if more than one, any gift or share which their 
parent would have taken and so that no issue shall take 
whose parent is living at the testator’s death and so capable 
of taking. 

(3) This section shall have effect as if — 
(a) the reference to a child or remoter descendant of 

the testator includes a reference to every child or 
remoter descendant whether or not born in 
wedlock; and 

(b) the reference to the issue of the intended 
beneficiary includes a reference to any such 
issue whether or not born in wedlock. 

(4) This section applies to any will whether made 
before, on or after the commencement of this Act, but does 
not apply to a will in respect of which, before the 
commencement of this Act, probate has been granted. 

30. Where real estate is devised to more than one 
person as co-owners without any words to indicate that a 
joint tenancy subsists between such persons the devise 
shall be construed as the devise of a tenancy in common. 

PART III 
RECTIFICATION AND INTERPRETATION OF 

WILLS 
31. (1) If a court is satisfied that a will is so expressed 

that it fails to carry out the testator’s intentions, in 
consequence — 
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than one person. 

Rectification. 
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(a) of a clerical error; or 
(b) of a failure to understand his instructions, 

it may order that the will be rectified so as to carry out the 
testator’s intentions. 

(2) An application for an order under this section 
shall not, except with the permission of the court, be made 
after the end of the period of twelve months from the date 
on which representation with respect to the estate of the 
deceased is first taken out. 

(3) This section shall not render the personal 
representative of a deceased person liable for having 
conveyed or distributed real or personal estate of the 
deceased or any part thereof after the end of the period of 
six months from the date on which representation with 
respect to the estate of the deceased is first taken out, on 
the ground that they ought to have taken into account the 
possibility that the court might permit the making of an 
application for an order under this section after the end of 
that period. 

(4) Subsection (3) shall not prejudice any power to 
recover by reason of the making of an order under this 
section any part of the real or personal estate so conveyed 
or distributed. 

(5) In considering for the purposes of this section 
when representation with respect to the estate of a deceased 
person was first taken out, a grant limited to trust property 
shall be left out of account, and a grant limited to real 
estate or to personal estate shall be left out of account 
unless a grant limited to the remainder of the estate has 
previously been made or is made at the same time. 

(6) Nothing in this section affects the will of a 
testator who dies before the commencement of this Act. 

32. (1) This section applies to a will — 
(a) in so far as any part of it is meaningless; 
(b) in so far as the language used in any part of it is 

ambiguous on the face of it; 
(c) in so far as evidence, other than evidence of the 

testator’s intentions, shows that the language 
used in any part of it is ambiguous in the light of 
surrounding circumstances. 

Interpretation of 
wills. 
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(2) In so far as this section applies to a will extrinsic 
evidence, including evidence of the testator’s intention, 
may be admitted to assist in its interpretation. 

(3) Nothing in this section affects the will of a 
testator who dies before the commencement of this Act. 

33. (1) Except where a contrary intention is shown, 
it shall be presumed that if a testator devises or bequeaths 
real or personal estate to his spouse in terms which in 
themselves give an absolute interest to the spouse, but by 
the same instrument purports to give his issue an interest in 
the same estate, the gift to the spouse is absolute 
notwithstanding the purported gift to the issue. 

(2) Nothing in this section affects the will of a 
testator who dies before the commencement of this Act. 

PART IV 
WILLS EXECUTED OUTSIDE THE BAHAMAS 

34. (1) In this Part — 
“internal law” in relation to any territory or state 

means the law which would apply in a case 
where no question of the law in force in any 
other territory or state arose; 

“state” means a territory or group or territories 
having its own law of nationality; 

“will” includes any testamentary instrument or act, 
and “testator” shall be construed accordingly. 

(2) Where under this Part the internal law in force in 
any territory or state is to be applied in the case of a will, 
but there are in force in that territory or state two or more 
systems of internal law relating to the formal validity of 
wills, the system to be applied shall be ascertained as 
follows — 

(a) if there is in force throughout the territory or 
state a rule indicating which of those systems 
can properly be applied in the case in question, 
that shall be followed; or 

(b) if there is no such rule, the system shall be that 
with which the testator was most closely 
connected at the relevant time, and for this 
purpose the relevant time is the time of the  
 

Gifts to spouses. 
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testator’s death where the matter is to be 
determined by reference to circumstances 
prevailing at his death, and the time of execution 
of the will in any other case. 

(3) In determining for the purposes of this Part 
whether or not the execution of a will conformed to a 
particular law, regard shall be had to the formal 
requirements of that law at the time of execution, but this 
shall not prevent account being taken of an alteration of 
law affecting wills executed at that time if the alteration 
enables the will to be treated as properly executed. 

35. A will shall be treated as properly executed if its 
execution conformed to the internal law in force in the 
territory where it was executed, or in the territory where, at 
the time of its execution or of the testator’s death, he was 
domiciled or had his habitual residence, or in a state of 
which, at either of those times, he was a national. 

36. (1) Without prejudice to section 35, the 
following shall be treated as properly executed — 

(a) a will executed on board a vessel or aircraft of 
any description, if the execution of the will 
conformed to the internal law in force in the 
territory with which, having regard to the 
registration (if any) and other relevant 
circumstances, the vessel or aircraft may be 
taken to have been most closely connected; 

(b) a will so far as it disposes of immovable 
property, if its execution conformed to the 
internal law in force in the territory where the 
property was situated; 

(c) a will so far as it revokes a will which under this 
Part would be treated as properly executed or 
revokes a provision which under this Part would 
be treated as comprised in a properly executed 
will, if the execution of the later will conformed 
to any law by reference to which the revoked 
will or provision would be so treated; 

(d) a will so far as it exercises a power of 
appointment, if the execution of the will con-
formed to the law governing the essential validity 
of the power. 

General rule for 
formal validity. 
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(2) A will so far as it exercises a power of 
appointment shall not be treated as improperly executed by 
reason only that its execution was not in accordance with 
any formal requirements contained in the instrument 
creating the power. 

37. Where (whether in pursuance of this Part or not) 
a law in force outside The Bahamas falls to be applied in 
relation to a will, any requirement of that law whereby 
special formalities are to be observed by testators 
answering a particular description, or witnesses to the 
execution of a will are to possess certain qualifications, 
shall be treated, notwithstanding any rule of that law to the 
contrary, as a formal requirement only. 

38. The construction of a will shall not be altered by 
reason of any change in the testator’s domicile after the 
execution of the will. 

PART V 
MEMBERS OF DEFENCE FORCE, MARINERS AND 

SEAMAN 
39. Any member of the Royal Bahamas Defence 

Force being in actual naval, military or air force service, or 
any mariner or seaman being at sea, may dispose of his real 
and personal estate without complying with the formalities 
for the execution of a will as set out in section 5. 

40. In order to remove doubts as to the construction 
of section 39, it is hereby declared that the said section 39 
authorises and always has authorised any member of the 
defence force being in actual military service, or any 
mariner or seaman being at sea, to dispose of his personal 
estate though under the age of eighteen years. 

41. Section 39 shall extend to any member of the 
naval or marine forces not only when he is at sea but also 
when he is so circumstanced that if he were a member of 
the defence force he would be in actual military service 
within the meaning of that section. 

42. A testamentary disposition of any real estate made 
by a person to whom section 39 applies, shall, notwith-
standing that the person making the disposition was at the  
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time of making it under eighteen years of age or that the 
disposition had not been made in such manner or form as 
was at the passing of this Act required by law, be valid. 

43. Where any person dies having made a will 
which is, or which, if it had been a disposition of property, 
would have been rendered valid by section 39, any 
appointment contained in that will of any person as 
guardian of the infant children of the testator shall be of 
full force and effect. 

PART VI 
GENERAL 

44. (1) Except where otherwise expressly provided, 
this Act applies to wills made before, on or after the 
commencement of this Act, where the testator dies after 
such commencement. 

(2) Every will which is re-executed, republished or 
revived by codicil is, for the purposes of this Act, made at 
the time of the re-execution, republication or revival. 

45. The Acts specified in the Second Schedule are 
hereby repealed. 

FIRST SCHEDULE (Section 5(5)) 

STRUCTURE OF A WILL 

THIS WILL is made by me .............................. of ..................... 
(1) I REVOKE all previous wills. 
(2) I APPOINT ............................................. to be my executor. 
(3) I GIVE 

(a) ........................................................................................... 
(b) .......................................................................................... 

(4) I GIVE the rest of my estate (after payment of my debts, 
testamentary expenses and the gifts in clause (3) of this will) to 
........................................................................................................ 

DATED this ............................... day of ........................ 20 ........ 
SIGNED by the above-mentioned ............................................. 
as his last will in our joint presence and then by us in his. 
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SECOND SCHEDULE (Section 45) 

REPEALS 
Wills Act, Chapter 1011 
Wills Act Amendment Act, Chapter 1021 
Wills (Soldiers and Sailors) Act, Chapter 1031 

                                                                 
1 Rev. Ed., 1987 
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CHAPTER 116 

INHERITANCE 
An Act providing for succession to the property of 

deceased persons, and in particular the testamentary 
disposition and distribution on intestacy of such property; to 
make financial provisions for the dependants of deceased 
persons; and for connected purposes. 

[Assent 31st January, 2002] 
[Commencement 1st February, 2002] 

PART I 
PRELIMINARY 

1. This Act may be cited as the Inheritance Act, 2002. 
2. (1) In this Act — 
“administration” means, with reference to the real 

and personal estate of a deceased person, letters 
of administration, whether general or limited, or 
with the will annexed or otherwise; 

“administrator” means a person to whom adminis-
tration of an estate is granted; 

“conveyance” includes a mortgage, charge by way of 
legal mortgage, lease, assent, vesting declaration, 
vesting instrument, disclaimer, release and every 
other assurance of property or of any interest 
therein by an instrument, except a will, and 
“convey” has a corresponding meaning; 

“the court” means the Supreme Court; 
“disposition” includes a conveyance, a devise, a 

bequest and an appointment of property 
contained in a will, and “dispose of” has a 
corresponding meaning; 

“equitable interests” means all other interests and 
charges subsisting in equity or over land or in 
respect of the proceeds of sale thereof; 

“income” includes rents and profits; 

3 of 2002 
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“intestate” includes a person who leaves a will but 
dies intestate as to some beneficial interest in his 
real or personal estate; 

“legal estate” means the estate, charge and interest in 
or over land subsisting or created at law which 
is by statute authorised to subsist or to be 
created at law; 

“personal representative” means the executor 
(original or by representation) or administrator 
for the time being of a deceased person; 

“possession” includes the receipt of rents and profits 
or the right to receive the same, if any; 

“probate” means the probate of a will; 
“probate rules” means rules and orders made by the 

Rules Committee established under the Supreme 
Court Act for regulating the procedure and 
practice of the Supreme Court in regard to non-
contentious or common form probate business; 

“property” includes a thing in action and any interest 
in real or personal property; 

“purchaser” means a lessee, mortgagee or other 
person who in good faith acquires an interest in 
property for valuable consideration, also an 
intending purchaser and “valuable 
consideration” includes marriage, but does not 
include a nominal consideration in money; 

“real estate” save as provided in Part II means real 
estate, including chattels real, which by virtue 
of Part II devolves on the personal 
representative of a deceased person; 

“Registrar” means the Registrar of the court; 
“rent” includes a rent service or a rent charge, or 

other rent, toll, duty, or annual or periodical 
payment in money or money’s worth, issuing 
out of or charged upon land but does not 
include a mortgage interest; 

“representation” means the probate of a will and 
administration, and the expression “taking out 
representation” refers to the obtaining of the 
probate of a will or of the grant of administra-
tion; 

Ch. 53. 
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“will” means a will made in accordance with the 
provisions of the Wills Act, 2002. 

(2) A reference to a child or issue living at the death of 
any person includes — 

(a) a child or issue en ventre sa mère at the death; 
(b) a child in respect of whom an adoption order has 

been made by any court of competent jurisdic-
tion. 

(3) A reference to the estate of a deceased person 
includes property over which the deceased exercises a 
general power of appointment including a statutory power 
to dispose of an entailed interest by the deceased’s will. 

PART II 
DISTRIBUTION ON INTESTACY 

3. With regard to the real and personal estate of every 
person dying after the commencement of this Act, there 
shall be abolished — 

(a) all existing modes, rules and canons of descent, 
and of devolution by special occupancy or 
otherwise, of real estate, or of personal estate; 

(b) tenancy by the curtesy; 
(c) dower. 
4. (1) The residuary estate of an intestate shall be 

distributed in the manner mentioned in this section, 
namely — 

(a) if the intestate leaves a husband or wife and no 
children, the surviving husband or wife shall 
take the whole residuary estate; 

(b) if the intestate — 
 (i) leaves a husband or wife and — 

(A) one child, the surviving husband or 
wife shall take one half of the 
residuary estate and the remainder 
shall go to the child; 

(B) children, the surviving husband or wife 
shall take one half of the residuary 
estate and the remainder shall be 
distributed equally among the children; 

Ch. 115. 

Abolition of 
descent to heir, 
curtesy, dower. 

Succession to real 
and personal 
estate on 
intestacy. 



CH.116 – 6] INHERITANCE 

 

 

STATUTE LAW OF THE BAHAMAS LRO 1/2002 

 (ii) leaves children but no husband or wife, the 
residuary estate shall be distributed equally 
among the children and where there is only 
one child that child shall take the whole 
residuary estate; 

 (iii) leaves no husband or wife and no children 
the residuary estate shall be distributed 
equally among the grandchildren and 
where there is only one grandchild that 
grandchild shall take the whole residuary 
estate; 

 (iv) leaves no husband or wife, no children or 
no grandchildren, the residuary estate shall 
be distributed between his mother and 
father in equal shares if both survive the 
intestate, but, if only one survives the 
intestate, the survivor shall take the whole 
residuary estate; 

 (v) leaves no husband or wife or children, 
grandchildren, mother or father, then the 
residuary estate shall be distributed in the 
following manner — 
firstly, to the brothers and sisters of the 
intestate in equal shares, and in the 
absence of any, then secondly, to the 
nephews and nieces of the intestate in 
equal shares, and in the absence of any, 
then thirdly, to the grandparents of the 
intestate and if more than one survive the 
intestate, in equal shares, but if there is no 
member of this class, then fourthly, to the 
uncles and aunts of the intestate (being 
brothers or sisters of a parent of the 
intestate) in equal shares, and if none, then 
fifthly, to the children of uncles and aunts 
of the intestate (being brothers or sisters of 
a parent of the intestate) in equal shares; 

(c) in default of any person taking an absolute 
interest under the foregoing provisions, the 
residuary estate of the intestate shall be dis-
tributed to the next of kin and in this paragraph 
“next of kin” means the closest living relative of 
the intestate. 
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(2) A husband and wife for all purposes of distribu-
tion or division under the foregoing provisions of this 
section shall be treated as two persons. 

(3) Where the intestate and the intestate’s husband 
or wife have died in circumstances rending it uncertain 
which of them survived the other and the intestate’s 
husband or wife is by virtue of any other law deemed to 
have survived the intestate, this section shall nevertheless 
have effect as respects the intestate as if the husband or 
wife had not survived the intestate. 

(4) In this Part, “residuary estate” means every 
beneficial interest (including rights of entry and reverter) 
of the intestate in real and personal estate, after payment of 
all such funeral and administration expenses, debts and 
other liabilities that are properly paid thereout, which 
(otherwise than in right of a power of appointment) the 
intestate could, if of full age and capacity, have disposed of 
by his will. 

(5) For the purposes of this Part, “brother” or 
“sister” in relation to an intestate shall include a child of 
the father or mother of the intestate. 

5. (1) Where under this Part the residuary estate of an 
intestate or any part thereof devolves upon or is directed 
to be distributed among the issue of the intestate such 
residuary estate or part thereof shall be distributed in 
equal shares, if more than one, among all or any of the 
issue of the intestate living at the death of the intestate and 
among all or any of the issue living at the death of the 
intestate of any issue of the intestate who predeceases the 
intestate, such issue to take through all degrees, according 
to their stocks in equal shares if more than one, the share 
which their parent would have taken if living at the death 
of the intestate, and so that no issue shall take whose 
parent is living at the death of the intestate and so capable 
of taking. 

(2) The personal representatives may permit any 
infant contingently interested to have the use and 
enjoyment of any household chattels in such manner and 
subject to such conditions (if any) as the personal 
representatives may consider reasonable and without being 
liable to account for any consequential loss. 
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(3) In subsection (2), “household chattels” has the 
meaning assigned to it in paragraph 7 of the First 
Schedule. 

(4) Where under this Part the residuary estate of an 
intestate or any part thereof devolves upon or is directed to 
be distributed among any class of relatives of the intestate, 
other than issue of the intestate, the same shall be 
distributed in the manner corresponding to the distribution 
among the issue of the intestate (other than the provision 
for bringing any money or property into account) as if such 
distribution (other than as aforesaid) were repeated with 
the substitution of references to the members or member of 
that class for references to the issue of the intestate. 

6. (1) The First Schedule shall have effect for 
enabling the surviving spouse of a person dying testate or 
intestate after the commencement of this Act to acquire the 
matrimonial home in which the spouse is residing and 
the household chattels. 

(2) If the share of a surviving spouse is insufficient 
to enable an appropriation to be made under subsection (1), 
the right conferred by that subsection may also be 
exercised in relation to the share of any minor for whom 
the surviving spouse is a trustee under section 7 or 
otherwise. 

(3) The personal representative shall notify the 
surviving spouse of the rights conferred by this section. 

7. (1) In addition to the rights to require appropria-
tion conferred by section 6, the surviving spouse may, so long 
as a right conferred by that section continues to be 
exercisable, apply to the court for appropriation on the 
spouse’s own behalf and also on behalf of any minor for 
whom the spouse is a trustee or otherwise. 

(2) On any such application referred to in subsection 
(1), the court may, if it is of the opinion that, in the special 
circumstances of the case, hardship would otherwise be 
caused to the surviving spouse or to the surviving spouse 
and such minor, order that appropriation to the spouse 
shall be made without the payment of money provided for 
under section 6, or subject to the payment of such amount 
as the court considers reasonable. 

First Schedule. 
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(3) The court may make such further order in relation 
to the administration of the deceased’s estate as may 
appear to the court to be just and equitable having regard 
to this Act and to all the circumstances. 

(4) Proceedings under this section and section 6 
shall be made in the manner prescribed by rules of court. 

8. (1) Where any person dies leaving a will 
effectively disposing of a portion of his property, this Part 
shall have effect as respects the portion of his property not 
so disposed of subject to the provisions contained in the will 
and subject to the modification that the personal 
representative shall, subject to his rights and powers for 
the purposes of administration, be a trustee for the persons 
entitled under this Part in respect of the portion of the 
estate not expressly disposed of unless it appears by the 
will that the personal representative is intended to take 
that portion beneficially. 

(2) References in the foregoing provisions of this 
section to “beneficial interests acquired under a will” shall 
be construed as including a reference to a beneficial 
interest acquired by virtue of the exercise by the will of a 
general power of appointment, but not of a special power 
of appointment. 

9. (1) References to any Statutes of Distributions in 
an instrument inter vivos made or in a will coming into 
operation after the commencement of this Act, shall be 
construed as references to this Part and references in such 
an instrument or will to statutory next of kin shall be 
construed, unless the context otherwise requires, as 
referring to the persons who would take beneficially on an 
intestacy under the foregoing provisions of this Part. 

(2) Trusts declared in an instrument inter vivos 
made, or in a will coming into operation, before the 
commencement of this Act by reference to the Statutes of 
Distributions, shall unless the contrary thereby appears, be 
construed as referring to the written laws relating to the 
distribution of effects of intestates which were in force 
immediately before the commencement of this Act. 

10. (1) Nothing in this Part affects the rights of any 
person to take beneficially, by purchase, as heir either 
general or special. 

(2) Nothing in this part shall affect existing rights of 
dower. 
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11. In this Part “real and personal estate” means 
every beneficial interest (including rights of entry and 
reverter) of the intestate in real and personal estate which 
(otherwise than in right of a power of appointment or of the 
testamentary power conferred by statute to dispose of 
entailed interest) the intestate could, if of full age and 
capacity, have disposed of by his will. 

PART III 
PROVISIONS FOR DEPENDANTS 

12. (1) Where after the commencement of this Act a 
person dies domiciled in The Bahamas and is survived by 
any of the following persons — 

(a) the wife or husband of the deceased; 
(b) a child of the deceased — 

 (i) under the age of eighteen; 
 (ii) a child of the deceased over the age of 

eighteen and under the age of twenty-three 
being in receipt at the time of the death of 
the deceased either of full-time instructions 
at an educational establishment or under-
going training for a trade, profession or 
vocation in such circumstances that he is 
required to devote the whole of his time to 
that training; or 

 (iii) a child of the deceased being incapacitated 
by reason of a physical or mental disability 
that renders him incapable of maintaining 
himself; 

(c) any person (not being a child of the deceased) 
who, in the case of any marriage to which the 
deceased was at any time a party, was treated by 
the deceased as a child of the family in relation to 
that marriage and who if that person were a child 
of the deceased would fall within the provision of 
subsection (b), 

that person may apply to the court for an order under 
section 13 on the ground that the disposition of the 
deceased’s estate effected by his will is not such as to make 
reasonable financial provision for the applicant. 
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(2) In this Part, “reasonable financial provision” 
means such financial provision as it would be reasonable in 
all the circumstances of the case for the applicant to receive 
for his or her maintenance: 

Provided that in the case of a husband and wife who 
have been living apart for a period of twelve months or 
more the court may refuse to make an order for financial 
provision if it considers that in all the circumstances of the 
case it is just and reasonable to refuse such order. 

13. (1) Subject to the provisions of this Part, where 
an application is made for an order under section 12, the 
court may, if it is satisfied that the disposition of the 
deceased’s estate effected by his will is not such as to make 
reasonable financial provision for the applicant, make any 
one or more of the following orders — 

(a) an order for the making to the applicant out of 
the net estate of the deceased of such periodical 
payments and for such term as may be specified 
in the order; 

(b) an order for the payment to the applicant out of 
the net estate of a lump sum of such amount as 
may be so specified. 

(2) An order under subsection (1)(a) providing for 
periodical payments to be made out of the net estate of the 
deceased may provide for — 

(a) payments of such amount as may be specified in 
the order; 

(b) payments equal to the whole of the income of 
the net estate or of such portion thereof as may 
be so specified; 

(c) payments equal to the whole of the income of 
such part of the net estate as the court may direct 
to be set aside as appropriate for the making out 
of the income thereof of payments under this 
section, 

or may provide for the amount of the payments or any of 
them to be determined in any other way the court thinks fit. 

(3) Where an order under subsection (1)(a) provides 
for the making of payments of an amount specified in the 
order, the order may direct that such part of the net estate 
as may be set aside or appropriated for the making out of  
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the income thereof of those payments; but no larger part of 
the net estate shall be so set aside or appropriated than is 
sufficient, at the date of the order, to produce by the 
income thereof the amount required for the making of 
those payments. 

(4) An order under this section may contain such 
consequential and supplemental provisions as the court 
thinks necessary or expedient for the purpose of giving 
effect to the order or for the purpose of securing that the 
order operates fairly as between one beneficiary of the 
estate of the deceased and another and may, in particular, 
but without prejudice to the generality of this subsection — 

(a) order any person who holds any property which 
forms part of the net estate of the deceased to 
make such payments as may be specified in the 
order; 

(b) vary the disposition of the deceased’s estate 
effected by the will in such manner as the court 
thinks fair and reasonable having regard to the 
provisions of the order and all the circumstances 
of the case; 

(c) confer on the trustees of any property which is 
the subject of an order under this section such 
powers as appear to the court to be necessary or 
expedient. 

(5) In this section, residual personal estate means 
the remainder of the personal estate after all funeral, 
testamentary and administration expenses, debts and 
liabilities payable out of the estate, have been paid. 

14. (1) Where an application is made for an order 
under section 13, the court shall, in determining whether 
the disposition of the deceased estate effected by his will is 
such as to make reasonable financial provision for the 
applicant and, if the court considers that reasonable 
financial provision has not been made, in determining 
whether and in what manner it shall exercise its powers 
under that section, have regard to the following matters, 
that is to say — 

(a) the financial resources and financial needs 
which the applicant has or is likely to have in the 
foreseeable future; 

(b) the financial resources and financial needs which 
any other applicant for an order under section 13 
has or is likely to have in the foreseeable future; 
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(c) the financial resources and financial needs which 
any beneficiary of the estate of the deceased has 
or is likely to have in the foreseeable future; 

(d) any obligations and responsibilities which the 
deceased had towards any applicant for an order 
under the said section 13 or towards any 
beneficiary of the estate of the deceased; 

(e) the size and nature of the net estate of the 
deceased; 

(f) any physical or mental disability of any applicant 
for an order under the said section 13 or of any 
beneficiary of the estate of the deceased; 

(g) any other matter, including the conduct of the 
applicant or any other person, which in the 
circumstances of the case the court may consider 
relevant. 

(2) Without prejudice to the generality of paragraph 
(g) of subsection (1), where an application for an order 
under section 13 is made by virtue of section 12(1)(a), the 
court shall in addition to the matters specifically men-
tioned in paragraphs (a) to (f) of subsection (1), have 
regard to the age of the applicant and the duration of the 
marriage; the court shall also, unless at the date of death a 
decree of judicial separation was in force or the husband 
and wife were living apart for a period of twelve months or 
more and the separation was continuing, have regard to the 
provision which the applicant might reasonably have 
expected to receive if on the day on which the deceased 
died, the marriage, instead of being terminated by death, 
had been terminated by a decree of divorce. 

(3) Without prejudice to the generality of paragraph 
(g) of subsection (1), where an application for an order 
under section 13 is made by virtue of section 12(1)(b) or 
12(1)(c), the court shall, in addition to the matters 
specifically mentioned in paragraphs (a) to (f) of subsec-
tion (1), have regard to the manner in which the applicant 
was being or in which he might expect to be educated or 
trained, and where the application is made by virtue of 
section 12(1)(c), the court shall also have regard — 

(a) to whether the deceased had assumed any 
responsibility for the applicant’s maintenance 
and, if so, to the extent to which and the basis 
upon which the deceased assumed that respon-
sibility and to the length of time for which the 
deceased discharged that responsibility; 
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(b) to whether in assuming and discharging that 
responsibility the deceased did so knowing that 
the applicant was not his own child; 

(c) to the liability of any other person to maintain 
the applicant. 

(4) In considering the matters to which the court is 
required to have regard under this section, the court shall 
take into account the facts as known to the court at the date 
of the hearing. 

(5) In considering the financial resources of any 
person for the purposes of this section, the court shall take 
into account his earning capacity and in considering the 
financial needs of any person for the purposes of this 
section the court shall take into account his financial 
obligations and responsibilities. 

15. An application for an order under section 13 shall 
not, except with the permission of the court, be made after the 
end of the period of six months from the date of which 
representation with respect to the estate of the deceased is 
first taken out. 

16. (1) Where on an application for an order under 
section 13 it appears to the court — 

(a) that the applicant is in immediate need of 
financial assistance, but it is not yet possible to 
determine what order if any, shall be made 
under that section; and 

(b) that property forming part of the net estate of the 
deceased is or can be made available to meet the 
need of the applicant, 

the court may , subject to such conditions or restrictions, if 
any, as the court may impose and to any further order of 
the court, order that there be paid to the applicant out of the 
net estate of the deceased such sum or sums and (if more 
than one) at such intervals as the court may order that, 
subject to the provisions of this Part, such payments are to 
be made until such date as the court may specify, not being 
later than the date on which the court either makes an order 
under the said section 13 or decides not to exercise its 
powers under that section. 

(2) Subsections (2), (3) and (4) of section 13 shall 
apply in relation to an order under this section as they 
apply in relation to an order under that section. 
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(3) In determining what order, if any, should be made 
under this section, the court shall so far as the urgency of the 
case admits, have regard to the same matters as those to 
which the court is required to have regard under section 
14. 

(4) An order made under section 13 may provide 
that any sum paid to the applicant by virtue of this section 
shall be treated to such an extent and in such manner as 
may be provided by that order as having been paid on 
account of any payment provided for by that order. 

(5) The provisions of this section shall apply 
mutatis mutandis to a beneficiary entitled under a will. 

17. (1) Subject to the provisions of this Part, where 
the court has made an order under section 13(1)(a) (in this 
section referred to as “the original order”) for the making 
of periodical payments to any person (in this section 
referred to as “the original recipient”), the court, on an 
application under this section, shall have power by order to 
vary or discharge the original order or to suspend any 
provision of it temporarily and to revive the operation of 
any provision so suspended. 

(2) Without prejudice to the generality of subsection 
(1), an order made on an application for the variation of 
the original order may — 

(a) provide for the making of such periodical 
payments and for such term as may be specified 
in the order to any person who has applied, 
(whether or not, in the case of any application, 
an order was made in favour of the applicant); 

(b) provide for the payment of a lump sum of such 
amount as may be so specified to the original 
recipient or to any such person as is mentioned 
in paragraph (a). 

(3) Where the original order provides that any 
periodical payments payable thereunder to the original 
recipient are to cease on the occurrence of an event 
specified in the order or on the expiration of a period so 
specified, then, if before the end of the period of six 
months from the date of the occurrence of that event or of 
the expiration of that period, an application is made for an 
order under this section, the court shall have power to 
make any order which it would have had power to make if 
the application had been made before that date (whether in  
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favour of the original recipient or any such person as is 
mentioned in subsection (2)(a) and whether having effect 
from that date or from such later date as the court may 
specify). 

(4) Any reference in this section to the original 
order shall include a reference to an order made under this 
section and any reference in this section to the original 
recipient shall include a reference to any person to whom 
periodical payments are required to be made by virtue of 
an order under this section. 

(5) An application under this section may be made by 
any of the following persons, that is to say — 

(a) any person who by virtue of section 12(1) has 
applied; 

(b) the personal representatives of the deceased; 
(c) the trustees of any relevant property; and 
(d) any beneficiary of the estate of the deceased. 
(6) An order under this section may only affect — 
(a) property the income of which is at the date of 

the order applicable wholly or in part for the 
making of periodical payments to any person 
who has applied for any order under this Part; or 

(b) in the case of an application under subsection (3) 
in respect of payments which have ceased to be 
payable on the occurrence of an event or the 
expiration of a period, property the income of 
which was so applicable immediately before the 
occurrence of that event or the expiration of that 
period, as the case may be, 

and any such property as is mentioned in paragraph (a) or 
(b) is in subsections (2) and (5) referred to as “relevant 
property”. 

(7) In exercising the powers conferred by this 
section the court shall have regard to all the circumstances 
of the case, including any change in any of the matters to 
which the court was required to have regard when making 
the order to which the application relates. 

(8) Where the court makes an order under this 
section, it may give such consequential directions as it 
thinks necessary or expedient having regard to the 
provisions of the order. 



INHERITANCE [CH.116 – 17 

 

––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
LRO 1/2002 STATUTE LAW OF THE BAHAMAS 

(9) For the avoidance of doubt it is hereby declared 
that, in relation to an order which provides for the making 
of periodical payments which are to cease on the 
occurrence of an event specified in the order or on the 
expiration of a period so specified, the power to vary an 
order includes power to provide for the making of 
periodical payments after the occurrence of that event or 
the expiration of that period. 

18. (1) An order under section 13(1)(b) or 17(2)(b) for 
the payment of a lump sum may provide for the payment of 
that sum by instalments of such amount as may be 
specified in the order. 

(2) Where an order is made by virtue of subsection 
(1) the court shall have the power, on an application made 
by the person to whom the lump sum is payable, by the 
personal representatives of the deceased or by the trustees 
of the property out of which the lump sum is payable, to 
vary that order by varying the number of instalments 
payable, the amount of any instalment and the date on 
which any instalment becomes payable. 

19. Where any sum of money or other property is 
received by any person as a donatio mortis causa made by 
a deceased person, that sum of money or that other 
property, to the extent of the value thereof at the date of the 
death of the deceased shall be treated for the purposes of 
this Part as part of the net estate of the deceased; but this 
section shall not render any person liable for having paid 
that sum or transferred that other property in order to give 
effect to that donatio mortis causa. 

20. Where a deceased person was immediately before 
his death beneficially entitled to a joint tenancy of any 
property, the deceased’s share in the property shall upon 
his death pass automatically to the surviving joint tenant 
or tenants and shall not be treated for the purposes of this 
Part as part of the net estate of the deceased. 

21. (1) Where an order is made under section 13, then 
for all purposes, the will shall have effect and be deemed to 
have had effect as from the deceased’s death subject to the 
provisions of the order. 

(2) Any order made under section 13 or 16 in favour 
of an applicant who was the husband or wife of the 
deceased shall in so far as it provides for the making of  
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periodical payments, cease to have effect on the remarriage 
of the applicant, except in relation to any arrears due 
under the order on the date of the remarriage. 

(3) Any order made under section 13 or 16 directing 
periodical payments to be made to or for the benefit of a 
person referred to in section 12(1)(b) or (c) shall cease to 
have effect not later than — 

(a) subject to paragraphs (b) and (c), the date on 
which the person attains the age of eighteen 
years; 

(b) in the case of a person receiving either full time 
instruction at an educational establishment or 
undergoing training for a trade, profession or 
vocation in such circumstances that he is 
required to devote the whole of his time to that 
training, the date on which he or she attains the 
age of twenty-three years or cessation of that 
instruction or training whichever is the earlier; 

(c) in the case of a person being incapacitated by 
reason of a physical or mental disability that 
renders him incapable of maintaining himself, 
the date of the cessation of the disability, 

and in any case upon the death of such person. 
(4) A copy of every order made under this Part shall 

be endorsed on, or permanently annexed to, the probate or 
letters of administration under which the estate is being 
administered. 

22. (1) The provisions of this Part shall not render 
the personal representatives of a deceased person liable for 
having distributed any part of the estate of the deceased, 
after the end of the period of six months from the date on 
which representation with respect to the estate of the 
deceased is first taken out, on the ground that he ought to 
have taken into account the possibility — 

(a) that the court might permit the making of an 
application for an order under section 13 after 
the end of that period; or 

(b) that, where an order has been made under the 
said section 13, the court might exercise in 
relation thereto the powers conferred on it by 
section 17, 
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but this subsection shall not prejudice any power to 
recover by reason of the making of an order under this 
Part, any part of the estates so distributed. 

(2) Where the personal representative of a deceased 
person pays any sum directed by an order under section 16 
to be paid out of the deceased’s net estate, he shall not be 
under any liability by reason of that estate not being 
sufficient to make the payment, unless at the time of 
making the payment he has reasonable cause to believe that 
the estate is not sufficient. 

(3) Where a deceased person entered into a contract 
by which he agreed to leave by his will any sum of money 
or other property to any person or by which he agreed that 
a sum of money or other property would be paid or 
transferred to any person out of his estate, then, if the 
personal representative to the deceased has reason to 
believe that the deceased entered into the contract with the 
intention of defeating an application for financial provi-
sion under this Part, he may, notwithstanding anything in 
that contract, postpone the payment of that sum of money 
or the transfer of that property until the expiration of the 
period of six months from the date on which representation 
with respect to the estate of the deceased is first taken out 
or, if during that period an application is made for an 
order under section 13, until the determination of the 
proceedings on that application. 

23. (1) In this Part — 
“beneficiary” in relation to the estate of a deceased 

person, means — 
(a) a person who under the will of the deceased 

or under section 4 is beneficially interested in 
the estate or would be so interested if an 
order had not been made under this Part; and 

(b) a person who has received any sum of 
money which by virtue of section 19 is 
treated as part of the net estate of the 
deceased or would have received that sum if 
an order had not been made under this Part; 

“net estate” in relation to a deceased person, 
means — 
(a) all property of which the deceased had 

power to dispose of by his will (otherwise 
than by virtue of a special power of 
appointment); 
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(b) any sum of money which is treated for the 
purposes of this Part as part of the net estate 
of the deceased by virtue of section 19 less 
the amount of his funeral, testamentary and 
administration expenses, debts and liabilities 
payable out of his estate on his death. 

(2) For the purposes of paragraph (a) of the 
definition of “net estate” in subsection (1), a person who is 
not of full age and capacity shall be treated as having 
power to dispose by will of all property of which he would 
have had power to dispose by will if he had been of full 
age and capacity. 

(3) Any reference in this Part to provision out of the 
net estate of a deceased person includes a reference to 
provision extending to the whole of that estate. 

PART IV 
SUPPLEMENTAL 

24. (1) Notwithstanding anything to the contrary in 
any other law and subject to the provisions of this section a 
surviving spouse who is not entitled to occupy a 
matrimonial home by virtue of a beneficial estate or 
interest or by virtue of any other written law giving him or 
her the right to remain in occupation, shall have, as regards 
the matrimonial home on the death of the other spouse who 
was entitled, a right to continue to reside in the 
matrimonial home and not to be evicted or excluded from 
the house or any part thereof in which the surviving spouse 
was residing at the time of the said death by the personal 
representatives or heirs of the deceased spouse except in 
accordance with the occurrence of any of the events in 
subsection (2)(b) or (3). 

(2) The enjoyment of the right of occupation con-
ferred by subsection (1) upon a surviving spouse (herein-
after referred to as “the holder”) shall cease upon the death 
or remarriage of the holder or be modified to such extent 
as is necessary on the coming into force of an order under 
this Act or the Matrimonial Causes Act affecting the rights 
or occupation of the holder. 

(3) Where the right of occupation has become vested 
in the holder by virtue of the death of the spouse of the 
holder any person having an interest in the matrimonial  
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home if adversely affected may, by originating summons, 
apply to the court for an order regulating the exercise by 
the holder of the right of occupation. 

(4) On an application for an order under this 
section, the court may make such order as it thinks just and 
reasonable having regard to the needs of the holder or any 
children of the deceased spouse and to all the circum-
stances of the case, and, without prejudice to the generality 
of the foregoing provision — 

(a) may except part of the matrimonial home from 
the holder’s rights of occupation (and in 
particular a part used wholly or mainly for or in 
connection with the trade, business or profes-
sion of the other spouse); 

(b) may order the holder by virtue of this section to 
make periodical payments to the applicant in 
compensation for any damage or loss occasioned 
to the applicant by reason of the exercise by the 
holder of the right of occupation; 

(c) shall impose on the holder the obligation to 
discharge any liabilities in respect of the matri-
monial home having regard to the existing legal 
rights including any obligation under a mortgage 
of other persons in the home. 

(5) Without prejudice to subsection (2), orders 
under subsection (9) may, in so far as they have a 
continuing effect, be limited so as to have effect for a 
period specified in the order or until further ordered. 

(6) Notwithstanding anything to the contrary in any 
other law and subject to the provisions of subsection (9) 
the right of occupation of the holder shall be a charge on 
the beneficial estate or interest held by the spouse of the 
holder in the matrimonial home and having the like 
priority as if it were an equitable interest created at 
whichever is the latest of the following dates — 

(a) the date when the spouse of the holder acquires 
the estate or interest; 

(b) the date of the marriage; and 
(c) the date of the coming into operation of this 

section. 
(7) Where a spouse’s right of occupation is a charge 

on an estate or interest in the matrimonial home, and that 
estate or interest is surrendered so as to merge in some  
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other estate or interest expectant thereon in such circum-
stances that, but for the merger, the person taking the estate 
or interest of the other spouse would be bound by the 
charge, then the surrender shall have effect subject to the 
charge and the persons thereafter entitled to the other estate 
or interest shall, for so long as the estate or interest 
surrendered would have endured if not so surrendered be 
treated for all purposes of this section as deriving title to 
the other estate or interest under the other spouse by virtue 
of the surrender. 

(8) Save as otherwise provided in the foregoing 
subsection after the coming into operation of this section, 
no act by, or transaction of, the spouse or a holder of a 
right of occupation shall have the effect of prejudicing the 
charge arising from the right of occupation under 
subsection (6) unless upon a like application to the court 
under subsection (3) by an interested party it is shown to 
the satisfaction of the court that — 

(a) the holder was a party to such act or transaction; 
(b) the holder had prior to or contemporaneously 

with such act or transaction executed a docu-
ment expressing consent to the act or transac-
tion; 

(c) the act or transaction had been bona fide entered 
into by the spouse or the holder prior to the 
charge for full and valuable consideration and 
the proceeds of the act or transaction were 
applied to the benefit of the matrimonial home 
or the members of the family living therein. 

(9) The provisions of subsections (6), (7) and (8) 
shall be subject to the rights of a mortgagee in any estate or 
interest in a matrimonial home. 

(10) Notwithstanding anything to the contrary in any 
other law, no proceedings shall be commenced in any court 
against a surviving spouse within three months of the death 
of the other spouse for the possession of any premises by 
reason of the non-payment of any sum which were, 
immediately prior to that death, jointly occupied as a 
dwelling by both spouses or where such proceedings were 
in existence at the time of the death no order shall be made 
or be executed which shall have the effect of dispossessing 
the surviving spouse within three months of the date of 
death. 
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(11) For the purposes of this section “matrimonial 
home” means the dwelling house and any yard, garden or 
garage appurtenant thereto for the time being occupied by 
the parties to the marriage, and in respect of which house 
one spouse is entitled to occupy by virtue of the ownership 
therein of the beneficial estate or interest. 

25. (1) Notwithstanding anything to the contrary in 
section 24, in the event of the holder of a right of 
occupation predeceasing his or her spouse against whose 
beneficial estate or interest in the matrimonial home such 
right under subsection (1) of that section was existing at 
the time of death and such holder being survived by any 
child that right shall continue to be of full effect against the 
surviving spouse to and for the benefit of each or any such 
child. 

(2) In this section, “child” means any person who 
would under section 12(1)(b) or 12(1)(c) be entitled to 
apply for reasonable financial provision under section 13. 

26. (1) The Rules Committee constituted under 
section 75 of the Supreme Court Act, may make rules for 
any matter in relation to which rules are required to be 
made under or for the purpose of carrying this Act into 
effect and in particular — 

(a) for enabling proceedings under section 6 to be 
commenced; 

(b) for enabling proceedings under section 7 to be 
commenced. 

(2) Until rules are made pursuant to subsection (1), 
proceedings under sections 6 and 7 shall commence by 
originating summons. 

27. Save as otherwise expressly provided, this Act 
shall not apply in any case where the death occurred before 
the commencement of this Act. 

28. Subject to subsection (3) of section 4, where two 
or more persons die at the same time or in circumstances 
rendering it uncertain which of them survived the other or 
others, the estate of each person shall be disposed of, 
distributed or divided as if each person had survived the 
other or others. 
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29. The Acts mentioned in the second column of the 
Second Schedule are hereby repealed to the extent specified 
in the third column of that Schedule in so far as they apply 
to deaths occurring after the commencement of this Act. 

FIRST SCHEDULE (Sections 5 and 6) 

RIGHTS OF SURVIVING SPOUSE AS RESPECTS 
THE MATRIMONIAL HOME 

1. (1) Subject to the provisions of this Schedule, where the 
estate of a deceased person comprises a dwelling-house in which 
the surviving husband or wife was resident at the time of death, the 
surviving husband or wife may require the personal representative, 
in exercise of his powers under the Administration of Estates Act, 
2001 to appropriate the interest in the dwelling-house in or towards 
satisfaction of any share of the surviving husband or wife in the 
estate of the deceased. 

(2) The surviving husband or wife may also require the 
personal representatives in writing to appropriate any household 
chattels in or towards satisfaction of any share of the surviving 
husband or wife in the estate. 

(3) Notwithstanding any provision in any other law, 
nothing shall prevent the personal representative from giving 
effect to the rights conferred by this paragraph. 

(4) The reference in this paragraph to a share in the 
estate of the deceased includes a reference to the capital value of 
a life interest which the surviving husband or wife has under this 
Act elected to have redeemed. 

2. Where — 
(a) the dwelling-house forms part of a building and an interest 

in the whole of the building is comprised in the estate of 
the deceased; 

(b) the dwelling-house is held with agricultural land and an 
interest in the agricultural land is comprised in the estate; 

(c) the whole or a part of the dwelling-house was at the time of 
the deceased’s death used as a hotel or lodging house; or 

(d) a part of the dwelling-house was at the time of the 
deceased’s death used for purposes other than domestic 
purposes, 

the right conferred by paragraph 1 shall not be exercisable unless 
the court, on being satisfied that the exercise of that right is not 
likely to diminish the value of assets in the estate (other than the 
said interest in the dwelling-house) or make them more difficult to 
dispose of, so orders. 

Repeals. 

Second Schedule. 

Ch. 108. 
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3. (1) The right conferred by paragraph 1 — 
(a) shall not be exercisable after the expiration of six months 

from the date of receipt by the surviving spouse of the 
notification mentioned in subsection (3) of section 6 or 
after twelve months from the first taking out of 
representation with respect to the deceased’s estate 
whichever is the latter; 

(b) shall not be exercisable after the death of the surviving 
husband or wife; 

(c) shall not be exercisable in relation to a dwelling-house 
which is the subject of a specific devise to a child of the 
deceased; 

(d) shall be exercisable, except where the surviving husband or 
wife is the sole personal representative, by notifying the 
personal representative (or, where there are two or more 
personal representatives of whom one is the surviving 
husband or wife, all of them except the surviving husband 
or wife) in writing. 
(2) A notification in writing under subparagraph (1)(d) 

shall not be revocable except with the consent of the personal 
representative; but the surviving husband or wife may require 
the personal representative to have the said interest in the 
dwelling-house valued and to inform him or her of the result of 
the valuation before he or she decides whether to exercise the 
right. 

4. (1) Subject to subparagraph (2), so long as the rights 
conferred by paragraph 1 continue to be exercisable the personal 
representative shall not without the written consent of the 
surviving husband or wife sell or otherwise dispose of the 
interest in the dwelling-house or household chattels except in the 
course of administration owing to want of other assets. 

(2) An application to the court under paragraph 2 may 
be made by the personal representatives as well as by the 
surviving husband or wife, and if, on an application under the 
paragraph, the court does not order that the right conferred by 
paragraph 1 shall be exercisable by the surviving husband or 
wife, the court may authorise the personal representative to 
dispose of the said interest in the dwelling-house within the said 
period of twelve months. 

(3) Where the court under subparagraph (3) of paragraph 
3 grants an extension to a period of twelve months, the court 
may direct that this paragraph shall apply in relation to the 
extended period as it applied in relation to the original period of 
twelve months. 

(4) This paragraph shall not apply where the surviving 
husband or wife is the sole personal representative or one of two 
or more personal representatives. 

(5) Nothing in this paragraph shall confer any right on the 
surviving husband or wife as against a purchaser from the personal 
representative. 
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5. (1) Where the surviving husband or wife is one of the two 
or more personal representatives, the rule that a trustee may not be a 
purchaser of trust property shall not prevent the surviving husband 
or wife from purchasing out of the estate of the deceased the 
dwelling-house in which the surviving husband or wife was resident 
at the time of the deceased’s death or any household chattels. 

(2) The power of appropriation shall include power to 
appropriate an interest in a dwelling-house in which the 
surviving husband or wife was resident at the time of the 
deceased’s death partly in satisfaction of an interest of the 
personal estate of the deceased and partly in return for a 
payment of money by the surviving husband or wife to the 
personal representative. 

6. (1) Where the surviving husband or wife is a person 
incapable, by reason of mental disorder within the meaning of the 
Mental Health Act to make a requirement or give a consent such 
requirement or consent under this Schedule may be made or given 
on his or her behalf by his testamentary or other guardian or 
committee or receiver, if any, or by the court. 

(2) A requirement or consent made or given under this 
Schedule by a surviving husband or wife who is a minor shall be 
as valid and binding as it would be if he or she were of age; and 
as respects an appropriation in pursuance of paragraph 1 the 
provisions of the Administration of Estates Act, 2001 as to 
obtaining consent of the minor shall not apply. 

7. For the purpose of this Schedule — 
“dwelling-house” means an estate or interest in a building 

occupied as a separate dwelling or part so occupied, of 
any building, and includes any garden or portion of 
ground attached to and usually occupied by the dwelling 
or otherwise required for the amenity or convenience of 
the dwelling; 

“household chattels” means furniture, linen, china, glass, 
books or other chattels of ordinary household use or 
ornaments and also consumable stores, garden effects, 
domestic animals and includes motor cars and acces-
sories (not used for business purposes) but does not 
include any chattels used at the death of the deceased for 
business or professional purposes, or money or security 
for money. 

Ch. 230. 

Ch. 108. 
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SECOND SCHEDULE (Section 29) 

REPEAL 

Chapter No. Short Title Extent of Repeal 
931 Intestate Children’s Estates The whole Act 
942 Widows of Intestates The whole Act 
973 Statute of Distributions The whole Act 
994 Inheritance The whole Act 
1355 Dower The whole Act 
1366 Assignment of Dower The whole Act 
1377 Statute of Uses Section 5 
1418 Escheat The whole Act 
1449 Statute of Frauds Section 24 
16010 Law of Property Sections 19 and 2011 

 

                                                                 
1 Rev. Ed., 1987 
2 Rev. Ed., 1987 
3 Rev. Ed., 1987 
4 Rev. Ed., 1987 
5 Rev. Ed., 1987 
6 Rev. Ed., 1987 
7 Rev. Ed., 1987 
8 Rev. Ed., 1987 
9 Chapter 154 in the Rev. Ed., 2000 
10 Chapter 170 in the Rev. Ed., 2000 
11 Sections 14 and 15 in the Rev. Ed., 2000 
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Its Requirements
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What is a Pension Plan? 

A pension plan is a financial vehicle that gives one a 

retirement income, paid for by investments built up 

during your working life

Bahamas Institute of Financial Services 3

Purpose of  Pension Plan

• Ensure an adequate standard of  post-retirement 

living for individuals, consistent with the resources 

available to society

Bahamas Institute of Financial Services 4

This Photo by Unknown Author is licensed under CC BY
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Why do we need pension plans?

• To promote workforce stability

• As a means of  setting aside private funding for 

future living expenses when the recipient is no longer 

working and earning a living.

Bahamas Institute of Financial Services 5

Local Insurance 

• The Insurance Commission of  The Bahamas reported in 
its 2019 Annual Report that its registrants comprised:

Domestic Licensees

• 12 long term insurers

• 17 general insurers (property and casualty)

Domestic Intermediaries: 

• 58 agents and brokers6/7/2021

• 13 adjusters and firms

6

5

6
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Local Pension Plans 

• In the Central Bank’s Quarterly Economic Review (March 
2019), the Central Bank reported the findings from its 
survey on Private Pension Plan Funds 2016-2017.

• “The largest concentration of  labor force participants and 
accumulated pension fund assets, continued to be seen in 
employer-sponsored schemes in the tourism, financial 
services and communications & utilities sectors. 

• The largest proportion of  savings accumulated remained 
in public sector securities, followed by mutual funds, 
equities and bank deposits.”

Bahamas Institute of Financial Services 7

Local Pension Plans

• “Retiree’s benefit typically consist of:

• funds received from private schemes

• supplemented by benefits from the National Insurance Board (NIB), 
and

• individual personal savings from insurance annuity products. 

• Private savings is emphasized by the fact that the NIB’s contributions are 
calculated on insurable earnings, capped at $710 per week as at July 2020. 

• For employees outside the civil service, who do not participate in private 
pension schemes, the most significant expected sources of  retirement 
resources are bank deposits, assets of  domestic credit unions and insurance 
annuity products.”

Bahamas Institute of Financial Services 8
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Local Pension Plans

• “The total value of  private (sponsored) pension 

assets grew by 3.1% in 2016 to approximately 

$1,128.3 million, and by a further 3.9% to $1,172.7 

million in 2017, outpacing the modest growth noted 

in the domestic economy. 

• At end-2017, plan assets stood at an estimated 9.7% 

of  GDP, increasing from 2015’s 9.3% of  GDP”. 

Bahamas Institute of Financial Services 9

Local Pension Plans

• “The two largest concentrations of  national savings were 
in bank deposits and the assets of  NIB. 

• Private individuals’ deposits—inclusive of  savings, fixed 
and demand balances—stood at $3.4 billion, or the 
equivalent of  27.7% of  GDP in 2016 and at 26.7% in 
2017.

• However, these funds are not a significant portion of  an 
individual’s retirement buffer, since average balances in 
more than 75% of  these accounts were less than $10,000, 
while more than three-quarters of  total savings are 
determined in less than 10% of  individual accounts.”

Bahamas Institute of Financial Services 10
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Local Pension Plans

• “NIB held collective retirement savings of  $1.6 

billion in 2017, representing approximately 13.3% of  

GDP, remaining relatively stable over the past two 

years. 

• The domestic savings in life insurance companies and 

credit unions amounted to an estimated $1.4 billion 

and $409.6 million in 2017; approximately 11.3% and 

3.4% of  GDP, respectively”.

Bahamas Institute of Financial Services 11

Types of  Pension Plans

• Generally there are three types of  pension 

plans:

1.  Defined Benefit Plans

2. Defined Contribution Plans

3. Provident Plan

Bahamas Institute of Financial Services 12
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Defined Benefit Plan

• Defined benefit plans guarantee the payment of  specified benefits 
upon retirement, proportionate to participants’ length of  
employment and income history. 

• To ensure that funds are adequate to satisfy predetermined benefit 
payments, actuarial estimates of  the present value of  future payable 
benefits are subtracted from the present value of  assets expected to 
accumulate over the duration of  the scheme.

• This plan the employer specifies the payment, lump-sum (or 
combination ) on retirement

• It is predetermined by a formula based on employee’s earnings 
history, tenure of  service and age, rather than on directly on 
individual investment returns. 

Bahamas Institute of Financial Services 13

Defined Pension Plans

• “The actuarial assessment of  these schemes determines the 
present value of  future payable benefits, based on credible 
assumptions about the employers’ workforce demographics:

• Average of  active employees

• the ratio of  pensioners compared to active workers and

• the present value of  assets, which are affected by the projected 
accumulation of  savings and expected future returns. 

• Contribution rates at variance with such levels can result in 
either overfunded or underfunded plans, with the present value 
of  assets correspondingly higher or less than the present value 
of  liabilities”.

Bahamas Institute of Financial Services 14

13
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Provident Fund

• A Provident fund is as an arrangement whereby 

private contributions are made by employees and 

employers and benefits consist of  a lump-sum 

payment, made up of  all contributions on a 

member's account; plus interest accrued from the 

date of  first contribution.

Bahamas Institute of Financial Services 15

Defined Contribution 

• “Defined contribution and provident schemes 

employ established contribution rates that are not 

typically adjusted, which ensures relatively stable 

funding costs for employers. 

• The final benefits cannot be projected in advance, as 

they are linked to the accumulated savings at 

retirement”. 

Bahamas Institute of Financial Services 16
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Defined Contribution

• The main difference between defined contribution 

and provident funds, relates to the fact that the 

defined contribution plan converts at least a portion 

of  the retirees’ benefit into annuities, which are 

payable in installments

• Provident schemes disburse participants’ benefits as 

lump sum payments upon retirement.

Bahamas Institute of Financial Services 17

Defined Contribution 

• “Given the shifting demographics around the world, 

which have resulted in a lower ratio of  contributors 

to retirees, defined contribution and provident plans 

are steadily replacing defined benefit plans”.

Bahamas Institute of Financial Services 18
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Participation in Pension Plans

• “During 2016, the number of  private pension scheme 

participants rose by an estimated 1,403 (2.8%) to 50,876. 

• In 2017 participation strengthened by a projected 1,487 

(2.9%) to 52,363. 

• As a proportion of  the employed labor force, the fraction 

of  workers covered in these schemes contracted by 1.0 % 

to approximately 26.4% in 2016, and by a further 0.7 % to 

25.7%, underscoring more disproportionate employment 

creation in positions not offering this benefit”. 

Bahamas Institute of Financial Services 19

Participation in Pension Plans

• “The distribution of  plan participants by economic sector remained 
relatively stable over the two-year period: 

• hotels and restaurants employed the majority of  participants (88.1%), 
at an estimated 46,146 in 2017. This represented an increase of  2,740 
(6.3%) over the two-year period, and reflected in part the hiring of  
new staff  by a major resort over the review period. 

• The financial sector (second largest sector) represented a reduced 
share of  total participants of  3.6%, compared to 4.0% in the prior 
year. 

• The communications & utilities sector accounted for an enlarged 
3.4% of  overall participants, compared to 3.1% in the prior period; 

• The remaining sectors represented a slightly elevated 4.9%, vis-à-vis 
4.7% in 2015.

Bahamas Institute of Financial Services 20

19

20



8/12/2021

11

Participation in Pension Plans

• “The total value of  assets held by private pension fund schemes 
rose by a projected 3.1% to $1,128.3 million in 2016. A further 
expansion of  3.9% occurred in 2017, raising total fund holdings 
to approximately $1,172.7 million at end-December 2017. 

• Pension plans in the communications & utilities sector 
comprised the largest share (33.0%), while holdings of  the hotel 
& restaurant, financial and transportation sectors, accounted for 
26.8%, 22.4% and 10.7%, respectively. 

• Sponsored pension schemes for all other sectors collectively 
constituted the remaining 7.1% of  total pension assets”. 

Bahamas Institute of Financial Services 21

Asset Size of  Pension Plans

• “Pension fund managers remained relatively risk averse; 
investing heavily in Government securities:

• Government debt securities’ holdings remains the main 
portfolio item, at 44.7% ($524.0 million) of  the total in 
2017, following a decline of  4.0% to 40.7% in 2016.

• bank deposits as a share of  total fund assets steadied at 
12.5% ($147.0 million) of  the total in 2017, after declining 
to 9.9% in 2015. 

• In addition, the share of  exposures of  employers’ 
businesses increased slightly to 6.3% ($71.5 million) in 
2016, and remained unchanged in 2017”.

Bahamas Institute of Financial Services 22
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Asset Size of  Pension Plans

• “The proportion of  investments in equities fell to 

16.7% ($196.0 million) in 2017, from 18.7% and 

20.0% in the prior two years. 

• Similarly, the share of  mutual fund assets decreased 

to 11.1% ($130.2 million) in 2017, from 11.9% and 

12.3%, respectively in the prior two-year period”.

Bahamas Institute of Financial Services 23

Defined Benefit v Defined 

Contribution 

• “Even though defined contribution plans grew over the 
last decade, defined benefit schemes continued to account 
for the majority (75.4%) of  aggregate private pension 
fund assets. 

• At end-2017, the total asset portfolio for this type of  plan 
stood at $884.7 million, a gain of  4.0% ($33.7 million) 
over 2016 and following an increase of  2.7% during 2016. 

• The asset portfolio of  defined contribution schemes 
firmed by 3.9% ($10.8 million) to $288.0 million in 2017, 
after a 4.3% increase in the prior period. 

Bahamas Institute of Financial Services 24
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Retirement

Bahamas Institute of Financial Services
2

5

Bahamas Institute of Financial Services 26
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Retirement Planning
Private (company sponsored) pension benefits

Personal Savings and InvestmentsNational Insurance Benefits

Bahamas Institute of Financial Services 27

Retirement Planning

• “Outside of  the civil service, private pension plans are expected to provide the main

supplementary  retirement alongside National Insurance for most persons on the labour force.”

• Central Bank of  The Bahamas Publication

Bahamas Institute of Financial Services 28
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Retirement Planning

• Once the plan and the employer are solvent,  the 

fluctuations in interest rates or the financial markets, 

your pension money will be coming in.

• In some cases, pension plans are indexed to the 

Consumer Price Index to address inflation. This may 

be carried out every two years.

Bahamas Institute of Financial Services 29

Retirement Planning 

• You cannot access the principal in a pension plan, you 
receive monthly payments. 

• If  you are facing financial difficulties it is prudent to have 
other funds available to cover those costs. 

• Most persons upon retiring use these funds to pay for 
their health, dental and other medical expenses with the 
employer.  

• There are some plans where, at any age, you can split up 
to 50% of  pension income with your spouse or partner, 
which may provide significant tax savings.

Bahamas Institute of Financial Services 30
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Retirement Planning

• An employee may wish to ask the following questions:

• How much pension income will I receive before and after I turn 
65?

• Is the pension indexed to inflation?

• How much will my surviving spouse or partner be entitled to?

• Are there other benefits I can keep, regardless of  pension 
decision - and are these available to my family too?

• Will my pension payments change once National Insurance 
Benefits begin?

Bahamas Institute of Financial Services 31

Main Concerns

• Small Companies

• No desire or capacity to establish pension scheme

• Self-employed persons

• Usually have no formal retirement plans

Bahamas Institute of Financial Services 32
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National Insurance Board

• Established by the National Insurance Act, 1972 (as 
amended) Cap. 350

• Retirement pension is the most costly benefit that NIB 
offers

• In 2016, reserves stood at $1.709b, down from $1.725b at 
the end of  2016.

• In 2016, yield on Investment declined from 4.0% to 3.1% 
in 2016. 

NIB 2016 Annual Report 33

National Insurance Board

• “Not withstanding the sluggish in flow of  contribution income 
experienced in 2016, the National Insurance Board realized 
positive growth in 2019 contribution income. Through more 
concentrated collection efforts, contribution increased by 6.2% 
from $261.2 million in 2016 to $277.5 million in 2017. 

• This growth in contributions is attributed to the July 2016 ceiling increase 
and to improvements in NIB’s compliance efforts. In particular,  NIB 
established a more robust instalment agreement regime while adding an 
additional 23 inspectors in mid-2017 to ensure stronger compliance with 
the timely payment of  contributions by employer on behalf  of  their 
employees”.

The National Insurance Board 2017 Annual Report

Bahamas Institute of Financial Services 34
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National Insurance Board

• “Benefit payments accounted for 84.5% of  the Fund’s 
expenditure in 2017. As expected, the 2017 benefit expenditure 
exceeded contribution income as the amount paid to pensioners 
increased by up to 3.1% in July 2016. Benefit Payments for the 
year totalled $286.5 million compared to $275.2 million in 2016, 
an increase in $11.3 million or 4.1%.

• Short-term benefits (Sickness, Maturity, Funeral and 
Unemployment) totalled $36.4 million up from $35.7 million in 
2016, while Industrial Benefits (Injury, Medical Care, 
Disablement & Death) payments, decreased from $35.3 million 
to $31.7 million”. 

•

Bahamas Institute of Financial Services 35

National Insurance Board

• “The number of  contributory pensions in 2017 while 

the number of  non-contributory pensions decreased. 

Contributory pension payments (Retirement, 

Invalidity and Survivors) increasing from $189.0 

million to $203.1 million and Assistance pensions 

(Old-age, Invalidity and Survivors) increased from 

$15.1 million to $15.3 million. In December 2017, a 

total of  $39,498 persons were in receipt of  monthly 

pensions”. 

Bahamas Institute of Financial Services 36
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National Insurance Board

• Investment income was $53.3 million when compared to $52.4 
million in 2016. 

• In 2017, investment income was significantly impacted by the 
Fund’s proportionate share of  losses of  $14.4 million from its 
investment in Associates. Also, the price volatility in the local 
equities played a major factor as the decline in share prices of  
Commonwealth Brewery from $13.23 to $9.0 and Bank of  The 
Bahamas from $1.77to $0.95 resulted in losses of  $12.6 million 
and $4.9 million, respectively. There losses were offset by gains 
of  $4.7 million and $6.7 million from Commonwealth Bank and 
US$ equity portfolio share price increase. 

Bahamas Institute of Financial Services 37

National Insurance Board 

• 60‐year projections of  the Bahamas’ population and National Insurance Fund finances, 
given the uncertainty in projecting such an extended period, the timing of  certain events 
and the rates that will apply are presented as ranges.

1. Contribution income will never again be sufficient to meet total expenditure. 

2. Total expenditure will first exceed total income between 2017 and 2022. 

3. The Fund will be depleted between 2028 and 2033. 

4. The pay‐as‐you‐go rate, or the rate required to produce just enough 
contribution income to meet total expenditure when the Fund is depleted, will 
be between 17.5% and 18.2%.

5. The pay‐as‐you‐go rate in 2071 will be between 23.2% and 32.2%. 
The average long‐term cost of  benefits over the next 60 years, often referred to as 
the general average premium, is between 17.5% and 23.1%. 

6. These results indicate that the National Insurance Fund is not financially sustainable over 
the long‐term with the current benefit provisions and contribution rate.

9th Actuarial Report 38
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9th Actual Report – NIB-

Recommendations 

• To enhance benefit coverage:

• Require contributions from all employers for workers with two or more jobs so that 
future benefits can be based on their regular combined insurable wages.

• b. Devise a more simple and attractive means by which self‐employed persons can 
contribute.

• 2. To enhance benefit adequacy:

• a. For Unemployment benefit, remove the condition that defers its payment by the 
number of  weeks of  redundancy payments received.

• b. For Survivors benefit, clarify and possibly revise the rules regarding eligibility of  
widow(er)s over age 40 who have no eligible children.

• c. For pensionable civil servants, revise the method used to calculate average insurable 
wages for pensions so that it will take less than 40 years to obtain the maximum 
benefit once they start contributing on full insurable wages in July 2013.

9th Actuarial Report 39

9th Actual Report – NIB-

Recommendations 

To enhance sustainability: 

a. For Retirement benefit, consider increasing the normal pension age from 65 to 67.

b. For Retirement benefit, consider revising pension calculations so that they are based on 
average career insurable wages instead of  only average insurable wages in the best 
5 years.

c. Seek further ways to reduce Medical Care costs by directing patients to facilities that 
adequately provide the level of  care needed.

d. Introduce a meaningful penalty for late payment of  contributions. 

e. Insist that any new or expanded benefits to be financed by the National Insurance Fund 
be fully funded with new contributions or transfers from the Bahamas Government.

f. Increase investment diversification by setting two key 10‐year asset mix goals –
overseas investments to account for at least 20% of  the Fund and Bahamas public sector 
securities to account for no more than 50% of  the Fund.

Bahamas Institute of Financial Services 40
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National Insurance Board

• CONTRIBUTIONS RATES ARE MORE THAN 

DOUBLED.

• At Current contributions and pay-out levels, NIB will 

not be able to meet your share of  benefits in the 

future unless the pension system is reformed.

Bahamas Institute of Financial Services 41

National Insurance Board

• Can you live of  $333 per month?

Bahamas Institute of Financial Services 42
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Benefits

• “Benefits are awarded to insured persons who meet 
prescribed contribution conditions; assistances are 
awarded to needy Bahamian residents who do not qualify 
for a particular benefit, and only after the application of  
the “test-of-resources”.

• The monthly rate of  payment for the Long-Term Benefits 
- Invalidity, Retirement and Survivors’ Benefits - varies 
depending on the total number of  paid and/or credited 
contributions, from a minimum of  15 to a maximum of  
60 percent of  the insured person’s average weekly 
insurable wage or income”  NIB

Bahamas Institute of Financial Services 43

NIB Benefits and Assistance

• “The National Insurance Board provides seven (7) general 
benefits, five (5) industrial benefits and four (4) Assistance 
package. 

• General benefits include: Retirement, Invalidity, Survivors’, 
Sickness, Maternity, Funeral,  and Unemployment.

• Industrial benefits: Injury, Disablement, Death, Funeral , and 
Free Medical Care 

• Assistance Package: Old Age Non-Contributory Pension, 
Invalidity Assistance, Survivors Assistance, Sickness Assistance. 

NIB

Bahamas Institute of Financial Services 44
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Benefits cont’d 

• “The weekly rate for the Sickness Benefit is 60 percent of  the 
claimant’s average weekly insurable wage or income.

• Invalidity Benefit is a payment made to eligible insured persons 
who have been certified by a medical doctor to be 
permanently unable to work as a result of  an illness that is not 
job-related.(A person suffering permanent incapacity as a result 
of  a job-related illness, should claim Disablement Benefit). The 
rate of  payment ranges from a minimum of  fifteen percent 
(15%) to a maximum of  sixty percent (60%) of  the insured 
person’s average weekly insurable wage income. “

NIB

Bahamas Institute of Financial Services 45

NIB Contributions

• EMPLOYED/SELF-EMPLOYED PERSONS, INCLUDING 

PENSIONABLE CIVIL SERVANTS as of  JULY 1, 2013 

• Category of  Insured Person Employed Person 

• Employees employed (other than the employees:

Employee 3.9% Employer 5.9% Total contribution 9.8% 

❑Employed persons 65 years or over not in receipt of  

Retirement Benefit:
Employee 3.9% Employer 5.9% Total contribution 9.8%

Bahamas Institute of Financial Services
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NIB Contributions

❑ Employed persons earning less than 50% of  ceiling 

or age 65 years and over, in receipt of  Retirement 

Benefit - -

Employee 0% Employer 2.0% Total contribution 2.0% 

❑Persons employed during the summer –

Employee: 0% employer 2.0% Total contribution 2.0%
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NIB Contributions

• Voluntarily Insured persons –

Total contribution- 5.0% 

• Self-employed persons not in receipt of  Retirement 
Benefit –

Total contribution - 8.8%

• Self-Employed persons earning less than 50% of  ceiling 
or age 65 years and over, in receipt of  retirement benefit –

Total contribution - - 2.0%
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NIB Contributions

• PERSONS REMUNERATED PARTLY BY TIPS AND 
GRATUITIES (from July 2013)

• Insurable wage and gratuity – basic wages

Employee 3.9% employer 5.9%  Total contribution 9.8%

• Gratuities

Employed Person 9.8% Total contribution 9.8%

NIB
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NIB Contributions

• Ceiling on insurable wages:
Weekly $710.00

Monthly $3,077

• Pensionable civil servants weekly insurable wages: Up to $110 
(covering short term benefits & Pension): 

Employee 3.9%Plus Employer 5.9% Plus Total Contribution 9.8%Plus

❑Pensionable civil servants weekly insurable wages: In excess of  
$110 to ceiling for short term benefits only:

Employee 2.2% Employer 3.05% Total Contribution 5.25%

NIB
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NIB Retirement Benefits

• Monthly payment made to insured persons who have 
either retired from gainful employment or who have 
attained the age of  65 years. 

• Full benefit is paid from age 65, but persons have the 
option of  retiring from as early as age 60 with a 
reduced benefit payment. 

• A claimant must have made at least 500 contributions 
into National Insurance since the programme began 
in 1974

• Section 21(1)(a) National Insurance Act
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Beenfits cont’d 

• “The weekly rate for the Maternity Benefit, is 66 2/3 percent 
of  the claimant’s average weekly insurable wage or income.

• There is also a Maternity Grant, which is a one-time payment 
given in respect of  each live birth. 

• To qualify for the payment, the woman must have paid at least 
50 weeks of  contributions over the course of  her work life. 

• A woman who does not have the required contributions but 
whose husband has paid sufficiently to meet the conditions for 
the Maternity Benefit, will be awarded the Grant”

NIB
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Benefits cont’d

• “Unemployment Benefit is a payment made to eligible 
insured persons who are unemployed but actively looking 
for employment. It is paid at a weekly rate of  50% of  the 
unemployed worker’s average weekly insurable income. 
Paid so long as unemployment continues to a maximum 
period of  13 weeks. 

• The rate of  assistance payments is fixed. These have been 
increased from time to time and will, like other pensions 
in payment, be increased every two years to reflect or 
absorb any increases in the cost of  living in the country.” 

• NIB
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Benefits cont’d 

• “Disablement Benefit is paid as a percentage of  the Injury Benefit, based on the 
degree of  disablement caused by the industrial accident.

• Disability is assessed by a Medical Referee and is expressed in percentages.

• For disablement assessed at between 1 and 24 percent, a grant of  $100 is paid for 
each percent of  disability. 

• For disablement assessed at between 25 and 100 percent, 

• Disablement Benefit is paid as both a one-time cash grant, and periodically, as a 
pension:

• For example, a lump sum grant of  $500 and a monthly pension is paid where 
the disablement is assessed at between 25 and 66 percent.

• A grant of  $1,000 and pension, are paid where the disablement is between 67 
and 100 percent.”

NIB
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Benefits cont’d

• “Industrial Benefits branch, employed persons or all 
self-employed persons who suffer job-related injury 
or contract job-related diseases, are eligible for Injury 
Benefit, Disablement Benefit and/or Grant, 
Industrial Death Benefit, Industrial Funeral Benefit, 
and free Medical Care.

• Injury Benefit is a weekly payment, paid at a weekly 
rate of  66 2/3 percent of  the worker’s average 
insured income. “

NIB
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OLD AGE NON-

CONTRIBUTORY PENSION

• National Insurance pays Assistance to persons who 

are poor and who did not make sufficient 

contributions to qualify for a contributory pension

• This along with other assistance package were 

instituted to reduce poverty among the elderly, invalid 

and widowed. 

• Sections 33-39 of  the Act; Reg. 88-99 National Insurance 

Regulations
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NIB Retirement Benefits

• Payments will only be payable in respect of  persons 

who are ordinarily resident in The Bahamas.

• Persons must be able to satisfy a stringent test of  

resources or ‘means test’

• Section 34 National Insurance Act
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NIB Retirement Benefits

• Where a person who is in receipt of  assistance under 

the Act is desirous of  leaving The Bahamas for a 

period in excess of  three months, he shall advise the 

Director in writing before leaving The Bahamas and 

the Director may in exceptional circumstances 

authorise the payments to a person who is absent in 

excess of  3 months

• Section 35 National Insurance Act
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Integration of  statutory retirement 

benefits with contractual benefits

• Every employer is entitled to –

• (a)  modify in such manner as may be prescribed, the 
rate of  contributions and benefits payable under any 
pension scheme instituted by him for the benefit of  
his employees (hereinafter called the Occupational 
Pension Scheme) for the purpose of  eliminating or 
overlapping benefits and contributions and for 
ensuring
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Integration of  statutory retirement 

benefits with contractual benefits

• That the aggregate of  the pension receivable under 

that scheme by an employee upon his retirement 

from the service of  the employer or upon attainment 

of  the prescribed retirement age or by reason of  his 

invalidity and the amount of  the retirement or 

invalidity benefit receivable by the employee under 

this Act does not exceed the salary payable to him
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Integration of  statutory retirement 

benefits with contractual benefits

• Immediately prior to such retirement or invalidity:

• Provided that no such modification shall have effect 
of  reducing the amount of  pension payable under 
the Occupational Pension Scheme below the level of  
the accrued occupational pension as may be 
actuarially determined under the scheme on the date 
on which the modification takes effect.

• Section 22(1)(a) National Insurance Act
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Integration of  statutory retirement 

benefits with contractual benefits

Must:

• Have prior written approval of  the Minister

• Submit a copy of  the relevant Occupational Pension 

Scheme together with such particulars and 

information as may be required by the Minister

• $10,000/5 years if  not complied with
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Public Service Pension Plan

• This is a  non-contributory plan. The purpose of  the plan is to 
award pensions and gratuities to public officers. There is no 
absolute right to the benefits that are awarded under The 
Pensions Act. The benefits are only awarded for good and 
faithful service and will be withheld in part or whole where 
officers are found to be guilty of  disgraceful conduct or gross 
dereliction of  duty or indebted to the Government of  The 
Bahamas for any public money which came to their hands 
either legally or illegally. The amount of  the pension awarded to 
public officers is determined by the number of  continuous 
months of  employment and the annual salary at the time of  
retirement.
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Investment and Savings

• Bank Accounts

• Shares

• Life Insurance Policy

• Bahamas Government Registered Stocks

• Bahamas Government Bonds

• Personal Pension Plan

• Investment in Fixed Income/Equity

• Trusts

• Annuities – a contract between you and an insurance company which states 
that in exchange for your payment, either a deposit or contribution, the 
company agrees to pay you an income in the future.
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Types of  annuities

• Single Annuity – Lump sum investment.  Each 
year, a rate is declared and your annuity will earn 
that rate

• Flexible Plan – An initial contribution is made 
and an agreement is made to make monthly 
contributions of  a specified amount

• Immediate Annuity – Little or no accumulation 
phase. Purchased with one-lump sum payment, 
usually a significant amount and receives 
monthly income for life away.
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Review of   Valuation Concepts

• The age you intend to retire

• NIB benefits

• Basic living expenses

• Dependent children

• Lifestyle you would like to have in retirement –

address, travel, hobbies

• Other assets – savings, investment and property
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When should one consider Pension 

Planning

• Current economic condition - this can be prior to age 

60 or 65 .

• Downsizing, Restructuring, Cost-cutting 

• Increased government deficits and a tough economy, 

these have become current reality across the public 

and private sector. 
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Advising a Retiree

• The employee’s realistic risk tolerance. Have you 
ever watched people squirm through a two-year bear 
market as they withdraw 7% a year from their 
account and watch it steadily dwindle? 

• Margin of  safety. How does the family’s projected 
expense compare to the projected income? 

• How would the money be invested?

• Conservative investments currently provide low returns, while volatile investments are 
dangerous places from which to draw capital. Thus, suggest to the person that a 
projections based on conservative investments, with a largely guaranteed component, 
to see if  that still looks attractive
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Advising a Retiree

• Do you have a retirement plan that will allow you to 

meet your goals?

• Do you have an advisor to assist you with planning 

for the future?

• Do you know how much income you will need for 

your retirement?

• Do you have other sources of  income?
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Advising a Retiree

• What investments do you have other than your 

pension?

• Will you have any outstanding loans at retirement 

age?

• Do you invest monthly?

• Let me assist you with meeting your goals!
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Advising at the age of  30-55
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Advising at the age 30 

• How much wilI need to retire ?

• Can I rely on National Insurance Board?

• How soon can I start saving for retirement early
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Advising 55 years and older
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Financial Planner ??
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Contribution Rate Sheet 
EMPLOYED/SELF-EMPLOYED PERSONS, INCLUDING PENSIONABLE CIVIL SERVANTS as of JULY 1, 2013 

Category of Insured Person 
Employed  

Person Employer Total 

Employed persons (other than those in categories listed 
below) 

3.9% 5.9% 9.8% 

Employed persons 65 years or over not in receipt of  

Retirement Benefit 
3.9% 5.9% 9.8% 

Employed persons earning less than 50% of ceiling or age 
65 years and over, in receipt of Retirement Benefit 

- - 2.0% 2.0% 

Persons employed during the summer - - 2.0% 2.0% 

Voluntarily Insured persons - - - - 5.0% 

Self-employed persons not in receipt of Retirement Benefit - - - - 8.8% 

Self-Employed persons earning less than 50% of ceiling or 
age 65 years and over, in receipt of retirement benefit 

- - - - 2.0% 

 

PERSONS REMUNERATED PARTLY BY TIPS AND GRATUITIES (from July 2013) 
 

Insurable Wage & Gratuities 

Employed  

Person Employer Total 

Basic Wage 3.9% 5.9% 9.8% 

Gratuities 9.8% - 9.8% 
 

CEILING ON INSURABLE WAGES (since 1974) 

Period Oct. 1974 July 1984 Jan. 1999 Jan. 2011 July 2012 July 2014 July 2016 July 2018 

Weekly $110.00 $250.00 $400.00 $500.00 $600.00 $620.00 $650.00 $ 670.00 

Monthly 476.00 1,083.00 1,733.00 2,167.00 2,600.00 2,687.00 2,817.00 2,903.00 

 
Pensionable Civil Servants from January 1985 - June 2013 

Weekly Insurable Wages Employee Employer Total 

(a) Up to $110 (covering short-term benefits and pensions) 3.9%PLUS 5.9%PLUS 9.8%PLUS 

(b) In excess of $110 up to the ceiling (for short-term benefits only) 2.2% 3.05% 5.25% 

 

Revised July 1, 2018 



Industrial Benefits
The Industrial Benefits package provides short and long-
term income-replacement as well as free medical care in
respect of injury or illness arising out of or in the course of
employment. Industrial Benefits are payable to employed
persons with no contribution conditions and to self-
employed persons who are registered and current with
contributions or less than 60 days in arrears. An explanation
of the Industrial Benefits follows.

Injury Benefit

Injury Benefit is a weekly payment made to an employed

or self-employed person who suffers a job-related injury
or contracts a job-related disease, and as a result of that
injury or disease, is unable to work. It is paid at a weekly
rate of 66 2/3 percent of the worker’s average insured in-
come, with a range of 66.42 per week as a minimum pay-
ment, and $333.30 per week as a maximum payment.

There are no contribution conditions to satisfy for the
award of Injury Benefit; and if a person is injured before
he or she was able to pay contributions, then the average
weekly insurable wage used to determine the benefit rate,
would be that of a person in a similar job and wage/in-
come level. A self-employed person, however, must be

registered with National Insurance before the injury or

illness occurs, in the occupation for which he seeks benefit.

The benefit can be paid for up to 40 weeks.  The first three
days of incapacity, which generally include the day of the
accident, are “waiting days” for which benefit is not paid.

TO CLAIM INJURY BENEFIT you must be examined by a
medical doctor as soon as possible after your injury, and
have the doctor complete page one of the medical certifi-
cate of incapacity (Med I).  You will have to complete the
other pages of the same form. In the case of employed
persons, the employer must complete and submit the B44
form which confirms that a workplace accident took place.
He should also provide you with a Med 4 - the Employers
Certification form - on which he confirms the time off from
work.

INDUSTRIAL INJURIES SHOULD BE REPORTED AS SOON
AS POSSIBLE. Employed persons should report any accident
to their supervisors or someone in authority. Self-Employed
Persons should provide details of accident to the nearest
NIB Local Office.

Medical Care

National Insurance offers comprehensive free health care
for persons injured on the job or persons who contract job-
related illnesses.  This care may be obtained in The Baha-
mas at a facility of one’s own choosing. Persons seeking
medical attention outside of The Bahamas, must first ob-
tain approval from the National Insurance Board.

Once a person suffers a job-related injury, or if he/she
contracts a job-related illness, National Insurance will pay
all of his/her medical bills, including the cost of medicines
and other related services, for 40 weeks from the date of
injury, unless the degree of disablement assessed is more
than 25 percent, in which case medical care can continue
for two years from the date of injury. Additionally, persons

“Because accidents do happen...”

“To get you back on your feet...”



with 100 percent disablement, who require constant care
and attendance, receive an additional 20 percent of the
Disablement Benefit each month.

TO OBTAIN FREE MEDICAL CARE, an “Interim Report of
Accident” form must be completed and submitted to the
health care facility at the time an employed injured person
seeks medical attention.  This form authorises the facility
to treat the patient at no cost to him/her. It must be com-
pleted in triplicate:  One copy is for the health facility; the
second is for NIB; and the third should be kept by the
employer. Copies of this form can be obtained from any
National Insurance Local Office. If you are self-employed,
please check out the Self-Employed Persons leaflet for

additional information relative to claiming Medical Care.

Disablement Benefit

Disablement Benefit is paid to a worker who suffers a
permanent “loss of physical or mental faculty” as a result
of a job-related accident or disease. This loss is medically
determined by comparing the specific loss of ability with
the ability of a “normal” healthy person of the same age
and sex.  The loss is then expressed as a percentage from
one to 100. Disablement is paid as follows:

a. An assessment of one to 24 percent is paid as a
one-time grant; $100 is paid for each percent of disa-
blement.

b. An assessment of 25 percent or more is paid as a
monthly pension, plus a one-time grant. The grant
is $500 for disablement assessed at between 25 and
66 percent, and $1,000 for disablement assessed
from 67 to 100 percent.

“Because you’ve lost enough...”

Disablement Benefit is paid based on the rate of Injury
Benefit the claimant would  have received, i.e., the rate
for a 100 percent disablement assessment is 66 2/3 of the
average weekly insurable wage/income.  A 50 percent
assessment, for example, would pay 50 percent of that
amount, and a 75 percent assessment would pay 75 per-
cent of that amount.

A person may return to work and continue to receive
Disablement Benefit.

Death Benefit

Death Benefit is not to be confused with Funeral Benefit,
which is a one-time cash payment.  Rather, Death Benefit
is identical to Survivors’ Benefit, and is paid to the
dependents of a worker who died as a result of a job-related
accident or illness. The benefit is paid as a monthly pension
to dependents in the following priority order: widow/wid-
ower; unmarried children; orphans; and parents.

The rate of payment for widows, widowers or parents, is
50 percent of the rate of the deceased worker’s Injury Ben-
efit entitlement. The minimum rate for dependent children
is $117.26; for orphans it is $133.25 per month.

Funeral Benefit

National Insurance pays a cash grant of $1,600, without
any contribution conditions attached, to assist with the
funeral expenses of a person who died as a result of a job-

related accident or illness. This cash payment is made to
whomever pays for, or is liable to pay for the funeral of the
deceased worker.

PLEASE NOTE: Claims for Injury Benefit, Disablement Ben-
efit and Medical Care must be made within six months,
and claims for Funeral Benefit must be made within one
year.

Other Information
Appeals
If you are not satisfied with any decision made on your
claim and feel that you have grounds for a reversal, you
have the right to appeal, in writing, within 21 days of the
date you were notified of the decision.

The National Insurance Act
This leaflet gives basic information on Industrial benefits;
for further details on this benefit and any other provision
of our Social Security Programme, please refer to the Na-
tional Insurance Act & Regulations.

Hotline Numbers:

325-4655 / 325-4656
Toll-free from the Family Islands:

1-242-300-1394
Website: www.nib-bahamas.com
E-mail: info@nib-bahamas.com

Revised 3/11

“For the loved ones left behind...”

“You have enough on your mind”



Read on for MoreRead on for MoreRead on for MoreRead on for MoreRead on for More

Here’s How You Pay...
If you are a jitney driver who is the franchise

owner and the owner of the bus that you drive, you
are Self  Employed in Class "B". You are required
to pay contributions at a rate of 8.8% of your in-
surable income, which ranges from $1 to $400 per
week. You are eligible for Industrial Benefits.

If you are a jitney driver, leasing the franchise -
or "plate" -  but own the bus that you drive, you are
Self  Employed in Class "A". You are required to
pay contributions at a rate of 6.8% of your insur-
able income, which ranges from $1 to $400 per
week. You are not eligible for Industrial Benefits.

If you are a jitney driver who is not the fran-
chise owner and not the owner of the bus that you
drive, and if you:

i. have an agreement with someone (who is the
franchise and/or bus owner) to drive the bus
on a pre-determined route, and to bring in
an amount determined by him/her each day
that you drive, and you keep the balance you
make on those days and all that you make on
one or two days each week (e.g., Saturday and
Sunday and holidays); OR

ii. have an agreement with someone (who is the
franchise and/or bus owner) to drive the bus
on a pre-determined route, and to bring in to
him/her all of the money that you make each
day, with a set percentage of  your earnings

being paid to you at the end of the day or week,
then you are classified as an Employed Per-
son. You are required to pay contributions at
a rate of 8.8% of your insurable income,
which ranges from $1 to $400 per week, with
3.4% to come directly from your earnings, and
the balance of 5.4% required from your em-
ployer. You are eligible for Industrial Benefits.

“You just never know what tomorrow

holds. Today you may be healthy and

able to work every day - Sundays and

holidays included - but tomorrow, a

traffic accident or a debilitating

disease can leave you unable to

drive ever again...

THEN WHAT WILL YOU DO?!”

What if I Refuse to Pay?
Payment of  National Insurance contributions is not
an option, it’s the law. If  you are a self-employed
person and you fail to pay contributions, or if  you
are an employer and you fail to pay contributions
for your employees, or you fail to provide
information on an employee’s wage status, or you
victimize an employee who cooperates with National
Insurance, then you will be subject to penalties
ranging from a mimimum of six months in jail or a
fine of $1,000, or both, to a maximum of 12 months
in jail, or a fine of $2,500, or both.

A Publication of the
Public Relations Department - 2007

325-4655
325-4653

                or call toll-free
from the

Family Islands:

      1-300-1394

If you have
further questions, please
call or visit your nearest
Local Office, or call the

Consumer Hotlines..

Jitney Drivers



Sickness Benefit - A weekly pay-
ment made to you while you are tem-
porarily unable to work.

Invalidity Benefit - Providing monthly
payments when you are permanently
incapable of work.

Maternity Benefit & Grant - A weekly
payment for you and a one-time payment
for Baby.

Retirement Benefit - So you won’t
have to work hard in your golden
years.

Funeral Benefit - To ease the
financial burden of the loved
ones left behind.

Survivors' Benefit - Leaving a minimum level
of financial security for your dependents

Industrial BenefitsIndustrial BenefitsIndustrial BenefitsIndustrial BenefitsIndustrial Benefits - including
Disablement, Injury, Medical
Care, Death and Funeral for
those of you classified as Self
-employed in “Class B.”

Why You Should (and Must) Pay...
It’s the law! But even if  it weren’t, the paying of
National Insurance contributions is one of the most
important things you can do as a worker to protect
your (and your family's) financial future.

In fact, no other financial institution in this country
gives you the financial protection that the National
Insurance Board guarantees.

Need Convincing?
Let’s look at Jane Doe.

Ms. Doe has worked and paid contributions in to
National Insurance since October 1974. She has
“never claimed anything from National Insurance” - not
Sickness Benefit or Maternity Benefit or Injury Ben-
efit. But now she is stopping work. Maybe she’s 65
years old and retiring; or perhaps she can’t work
anymore because of a chronic illness like hyperten-
sion. Whatever the case, she’s now “ready to claim”.
What will she get?

Ms. Doe, having paid contributions since NIB’s in-
ception, has approximately 1,605 contributions on
her “account”. This will qualify her to receive 57%
of  her average insured income as a Long Term Ben-
efit - i.e., Retirement or Invalidity Benefit.

If she has been paying contributions on $100 per
week over those 30 years and her average insured
income is $100 per week, she will have paid ap-

proximately $5,457 in to National Insurance, and
she will qualify to receive $247 per month as a long-
term benefit.

If she has paid the maximum contributions over
the years, and her average insured income is the
maximum - $362.50 per week - she will have paid
approximately $12,722 in to National Insurance,
and she will qualify to receive $892 per month as a
long-term benefit.

In the first scenario, at the rate of  $247 per month,
Ms. Doe will get back every cent she has paid into
National Insurance in... well you do the math!

In the second scenario, at the rate of  $892 per
month, Ms. Doe will get back every cent she has
paid into National Insurance in... again, you do the
math!

Undoubtedly, it pays to pay National Insurance
contributions.

And, it is important to note that even if  Ms. Doe
had had to stay home for extended periods due to
a chronic condition like hypertension and diabe-
tes, and had suffered on-the-job injuries, and had
had ten babies, and had had one or two bouts of
the ‘flu in those 30 years, her long-term benefit
would still be the same.

Something Else to Think About...
Old Age Pension and Invalidity Assistance are not

entitlements - you may not get either, particularly if
you had the opportunity to pay and didn’t; and then
where would you be? Others may not be willing or
able to help!

Here’s How You Benefit...



Maternity Grant
Maternity Grant is a one-
time payment of $465 (as 
of July, 2014) made to a 
woman whose pregnancy 
results in the birth of a 
live infant. It is paid in re-
spect of each live infant. To 
qualify she must have paid 
at least 50 contributions in 
to the National Insurance 
Programme since it began 
in 1974. If she has not paid the required number of con-
tributions it can still be paid if her husband satisfies the 
conditions for the award of the Benefit (see “to qualify for 
Maternity Benefit” section overleaf).

TO CLAIM THE GRANT, a woman must submit a Form Med. 
2, duly certified by her doctor, stating that she has been 
delivered of a live infant.

CLAIMS FOR MATERNITY  BENEFIT AND GRANT, must be 
made within three (3) months of start of the benefit pay-
ment period. The Benefit may be lost if the claim is made 
after this date.

CLAIMANTS MAY APPEAL any decision made on their 
claims. Such appeals must be submitted in writing to the 
Local Office within 21 days of the date the claimant was 
notified of the decision.

“CALL NIB”
(225-5642)

Website: www.nib-bahamas.com

Revised July 2014

If you have questions concerning Maternity Benefit or 
any National Insurance related matter, please visit your 
nearest NIB Local Office, or call 

FURTHER INFORMATION: 
THE NATIONAL INSURANCE ACT
This leaflet gives basic information on Maternity Benefit 
& Grant; for further details on these or any other provi-
sions of our Social Security Programme, please refer to 
the National Insurance Act (Chapter 350) Statute Laws of 
The Bahamas.

PENALTIES:
Any person who, for the purpose of obtaining a benefit 
under the National Insurance Act, either for himself or 
some other person,  makes any false statement or false 
representation, or produces any false documents, etc, shall 
be liable to a fine not exceeding $2,500, or to imprisonment 
for up to twelve months, or both.



portions of their Maternity Leave to care for and bond with 
the baby when eventually discharged. Such a woman may 
apply for the (broken) payment of benefit, where the bal-
ance of the benefit payments are paid when she resumes 
her leave to take care of the child, provided that it is within  
26 weeks of the actual date of confinement. 

If a woman dies during her Maternity Benefit payment pe-
riod, the unpaid portion of her entitlement would be paid 
in a single sum to the guardian of the newborn child. 

TO CLAIM MATERNITY BENEFIT a woman must submit a 
Maternity Benefit claim form - Form Med. 2. Claim forms 
must be certified by the attending  physician, who must 
state the expected date of confinement.

Claims by employed persons for Maternity Benefit must 
be accompanied by a Med 4 - the Employers Certification 
form - on which the employer confirms an employee’s time 
off from work. The claim will not be processed without it.

IF AT THE END OF THE MATERNITY BENEFIT PAYMENT PE-
RIOD,  a woman is too ill to return to work, other than for 
illness arising out of her confinement, she should  submit 
a medical certificate of incapacity, thus enabling her to be 
considered for the award of Sickness Benefit.

NO CONTRIBUTIONS ARE REQUIRED for those weeks that 
a woman receives Maternity Benefit. If contributions are 
paid in error, both the woman and her employer may apply, 
in writing, for a refund. 

Maternity Benefit
Maternity Benefit is a payment made weekly to eligible 
insured women while they remain at home during late 
pregnancy and confinement. Confinement means labour 
resulting in the birth of a live child or, in the case of a 
still born, labour after 24 weeks.  The benefit is paid at 
a weekly rate of 66.66 percent of the woman’s average 
insured income.

TO QUALIFY FOR MATERNITY BENEFIT, a woman must 
satisfy two contribution conditions:
* She must have paid at least 50 contributions into the 

National Insurance Programme since it started in 1974; 
AND

* She must have paid and/or been credited with at 
least:
i) 26 contributions in the 40 weeks immediately be-

fore the week in which she either stops work or has 
the baby; OR

ii) 26 contributions in the immediate preceding con-
tribution year.

MATERNITY BENEFIT IS ORDINARILY PAID for up to 13 
weeks, however, where an illness arises out of the confine-
ment that result in further incapacity, the Maternity Ben-
efit period may be extended up to six weeks. Additionally, 
where a woman stops work six weeks prior to her expected 
date of confinement but her actual date of confinement 
is delayed, the payment period may be extended by one 
week for each week that confinement is delayed.

A woman has two options for claiming Maternity Benefit. 
The first is to stop work in advance of her expected date 
of confinement. National Insurance will pay her up to six 
weeks before her week of confinement, then for the week 
of confinement, and for the six weeks immediately follow-
ing her confinement.

A woman does not, though, have to stop work six weeks in 
advance. She may, for example, wish to stop three weeks 
in advance, in which case, the conditions are the same: 
Payments for the weeks of pre-confinement, the week of 
confinement, and the weeks following, for a total of 13 
weeks.

The second option available to a pregnant insured woman, 
is to work right up to her date of confinement; in which case 
she would be paid the Benefit, beginning with the week of 
confinement, for a total of 13 weeks.

It must be noted that the National Insurance Board will only 
pay the Benefit for those weeks that the woman remains 
at home during her maternity period. 

BROKEN MATERNITY PERIOD ALLOWED: Ordinarily, once 
a woman returns to work, her payments will stop, and 
will not resume, even if she only returned to work for one 
day. The exception is in the case of women whose children 
are born with medical problems which necessitate them 
remaining in hospital after their mothers have been dis-
charged. Where the hospital stay is for an extended period, 
some mothers may choose to return to work so as to keep 



National Insurance number, address, cellular number,

fax number, island and email address, are printed leg-

ibly.

WHEN SELF-EMPLOYMENT ENDS

If self-employment ends before the end of the year, the

self-employed person must inform his nearest NIB Local

Office; should he not do so, the account will remain open

and contributions will be expected.

FURTHER INFORMATION

Claiming Industrial Benefits
The self-employed person who sustains an injury
while working must complete the B-44 S/E form

detailing the accident.  This form, along with a B-72

form, which is the claimant’s authorization for NIB

to obtain medical information that may assist with

the accident approval process, must be brought to

the nearest NIB Local Office as soon as possible.

If injury results in time off from work, a medical

certificate of incapacity (Med-1) must be submitted

to the Local Office.

Medical Care
To obtain initial emergency Medical Care, an ‘Interim

Report of Accident’ must be completed by or on

behalf of the self-employed person and submitted

to the health care facility of his choice. A copy of this

report is also to be submitted along with the B-44 S/

E form to the NIB Local Office.  The facility is to obtain
pre-approval from NIB before treating the patient at

no cost to him/her. If the industrial injury happens

after normal working hours, the injured self-

employed person will have to pay the hospital costs

and seek re-imbursement from National Insurance

once it is verified by NIB that the event was, indeed,

industrial in nature.

Penalties
Payment of National Insurance contributions is not

an option, it’s the law. If you are a self-employed

person and you fail to pay contributions, or you fail

to provide information on your wage status, then you

will be subject to penalties ranging from a mimimum

of six months in jail or a fine of $1,000, or both, to a
maximum of 12 months in jail, or a fine of $2,500, or

both.

Additionally, businesses/persons not registered

within 10 working days of commencement of employ-

ment activities will be liable to be fined.

The National Insurance Act
This leaflet gives basic information on Self-Employed

Persons; for further details on this and any other

aspect of the country’s Social Security Programme,

please refer to the National Insurance Act &

Regulations, 1972.

Revised October 2015

If you have questions on self-emloyment or any other
National Insurance related matter, please visit your

nearest Local Office, or call:

CALL-NIB (225-5642)

Website: www.nib-bahamas.com



to all National Insurance benefits, with the exception of

Unemployment Benefit.

Contributions
A self-employed person shall pay contributions at the

rate of 8.8% of his insurable earnings up to the insurable

ceiling, based on his/her income in the previous calendar

year. Where a person was not self-employed for a full

year, contributions shall be paid at the rate
corresponding to the rate last paid as an employed

person. If he was not previously employed, he shall pay

contributions based on an estimate of his income from

self-employment. (NIB’s Inspectors are empowered to

examine income records to confirm that the amount set

is consistent with actual earnings.)

Once the income level is set, the individual must pay

contributions based on that amount for the entire year;

at the end of the year, he can re-evaluate the year’s

earnings and make adjustments as needed for the sub-
sequent year.

Pay Properly
Please pay contributions at the correct rate: The ceiling

on insurable wages as of July 1, 2014, is $620 weekly/

$2,687 monthly.

Pay on Time
With the changes brought by the 2010 Amendments that
took effect in January 2011, it has become vitally impor-

tant that self-employed persons pay contributions on

time. It is a requirement for the receipt of Industrial

Benefits that a self-employed person be up-to-date with

his contributions or less than 60 days in arrears.

Contributions are payable monthly. They must be

received into the Board no later than the 15th day of
the month following the month they were payable.

Contributions received after the 15th are late; interest,

calculated at the prime rate, would be automatically

applied from the first of the month following the month

they became late. (Eg., Contributions for the month of

January are payable by February 15. If unpaid, interest
is charged from March 1.)

A monthly contribution statement - Form C.10(SE/V) -

must be handed in with each payment.

On Completing the C-10(SE/V)

Who are Self-Employed?
The term “self-employed” describes a person who works

for money, but does not have a boss. Self-employed per-
sons fall into three main groups:

i. individuals such as contractors, farmers, barbers,

hairdressers, shopkeepers, tailors, dressmakers,

doctors, lawyers, accountants, artists, transport

operators, and members of professions in inde-

pendent practice;
ii. agents who may have more than one job, and

who are paid by commission or fees or who share

in profit; and

iii. a married person who is a partner or who works

for or with his/her spouse.

Also grouped as self-employed are the Governor-

General, the Prime Minister, Cabinet Ministers, Mem-

bers of Parliament, and Senators.

Classes of Self-Employed Persons
As of January 1, 2011, the distinction made between
self-employed persons in classes “A” and “B” is no longer

particularly relevant.  Prior to the 2010 Amendments

that took effect on January 1, 2011, the main difference

between the two classes was that self-employed persons

in  Class “B,” paid contributions at a higher rate than

Class “A” and was, therefore, eligible for industrial
benefits. From January 1, 2011, all self employed persons

pay at the same rate and have the same benefit

entitlements.

Benefits Payable to Self-Employed Persons
All Self-Employed persons are required to pay contribu-

tions monthly at a rate of 8.8% of their average insur-
able income. The payment of contributions entitle them

Form C-10(SE/V) should be completed in duplicate, and

typed or written in ink in block letters.

Ensure that:

all columns are completed and totalled correctly;
The form is completed in triplicate and duly signed;

the amount of the cheque/cash equals the total on

the Form; and

the name, registration number, telephone number,



provide written explanation for the lateness.

Note that the “Late Claims Committee” is part of the legislated 
appeal process, consequently, decisions of the Committee 
relative to late claims cannot be further appealed. 

INVALIDITY BeNefIT Is pAID as a monthly pension. All re-
cipients of Invalidity Benefit (with the exception of persons 
who live on Bahamian islands where there are no banks) are 
required to have their monthly payments sent to banks of their 
choice in The Bahamas. Persons who live on islands where 
there are no banks, may collect their monthly cheques from 
their nearest local office. Pensioners who live abroad may 
apply to any one of the commercial banks in The Bahamas 
to open an account for the express purpose of depositing 
monthly  cheques.

Further Information
ChANge of CIrCumsTANCes

Notify the Director, in writing, as soon as possible after the 
award of the benefit if you recover sufficiently to be able to 
resume work as an employed or self-employed person. 

Verification
Once in receipt of Invalidity Benefit, you must produce evi-
dence of your continuing right to the benefit. Such verifica-
tion must take place during your birth month and exactly six 
months thereafter. Your payments will stop if you fail to be 
verified as indicated.

To be verified, have the NIB Verification Form duly nota-
rized by a sanctioned authority and returned to the Pension 
Verification Department in the New Providence Local Office. 
Alternatively, you may visit your nearest NIB Local Office with 
your passport or voter’s card, and your National Insurance 

ID card. 

(A “Sanctioned Autority,”  is an Officer of the National Insur-
ance Board; Counsel or Attorney of the Supreme Court; a 
Public Officer above the rank of Assistant Head of Department; 
an ordained Minister of Religion; a Bank Manager; Magistrate; 
or Justice of the Peace, who is not a member of your immedi-
ate family. For pensioners who live outside The Bahamas, a 
sanctioned authority may also be a Notary Public, a Lawyer, 
or a Chief of Police.)

Right of Appeal
If you disagree with any decision made on your claim for Sick-
ness or Invalidity Benefit and have evidence as to why the 
decision should be overturned, you can appeal in writing to 
the nearest Local Office within 21 days of the date you were 
notified of the decision. Depending on the nature of your 
appeal, the case would be heard and decided by either the 
Medical Appeal Board - a panel of three independent medical 
practitioners - or the Appeals Tribunal - a three-member panel 
comprising a lawyer, an employer (business) representative 
and an employee (Union) representative.

Penalties
Any person who, for the purpose of obtaining a benefit under 
the National Insurance Act, makes any false statement or false 
representation, or produces any false documents, etc, shall 
be liable to a fine not exceeding $2,500, or to imprisonment 
for up to twelve months, or both.

The National Insurance Act
This leaflet gives basic information on Invalidity Benefit; for 
further details on this or any other provisions of our Social 
Security Programme, please refer to the National Insurance 
Act (Chapter 350) Statute Laws of The Bahamas.

revised July 2014



Sickness Benefit
“You Never Know where Sickness Is.”

Sickness Benefit is paid weekly to eligible insured persons 
who are temporarily unable to work and so lose employment 
income because of illness. It is paid at a weekly rate of 60 per-
cent of your average weekly insurable wage or income for the 
period in which your qualifying conditions were satisfied. 

To QuALIfY for sICKNess BeNefIT a person must be em-
ployed on the day of, or on the day prior to onset of illness. Ad-
ditionally, he/she must satisfy two contribution conditions:

 •	 He/she must have paid at least 40 contributions into 
the National Insurance Programme since it started in 
1974; AND

 •	 He/she must have paid and/or been credited with at 
least:

  i) 13 contributions in the 26 weeks immediately 
before the week the illness started; or

  ii) 26 contributions in the 52 contribution weeks 
immediately before the week the illness started; 
or

  ii) 26 contributions in the immediate preceding con-
tribution year.

To CLAIm sICKNess BeNefIT you must be examined by a 
medical doctor as soon as possible after you become ill, and 
have the doctor complete page one of the medical certificate 
of incapacity (Med I).  You will have to complete pages two 
and three of the same form. Claims by employed persons 
for Sickness Benefit must be accompanied by a Med 4 - the 
Employers Certification form - on which the employer con-

firms an employee’s time off from work. The claim will not 
be processed without it.

CLAIms shouLD Be seNT IN to NIB no later than three (3) 
months after the first day that the illness began.  A delay of 
more than three months can result in the loss of benefit.

The fIrsT DAY of Your sICKNess BeNefIT CLAIm perIoD 
is the day after the day on which you stopped work.  In the 
event you see the doctor on that day, your doctor should 
factor in that day, when computing your period of incapacity 
(e.g., if you fall ill while at work on a Monday, and go to see 
the doctor on Tuesday, the doctor, if it is his/her intended 
prognosis that you would be fit to return to work the following 
Saturday, should give you four days off, and not three days 
off). Persons must see a doctor within 7 days of stopping work, 
however, for persons in remote Family Islands, this period 
is extended to four (4) weeks. In all cases, persons who are 
unable to see a doctor right away, must explain in writing the 
reason for the delay.

If you become ill while on  vacation, then the first day of your 
Sickness Benefit claim period is the day on which you are ex-
amined by a doctor. Sickness Benefit is not paid  for the first 
three days of a claim period - called “waiting days.” 

sICKNess BeNefIT CAN Be pAID for up to 26 weeks. It can 
be extended up to 40 weeks if the Board’s Medical Officer is 
satisfied that your health is likely to improve with additional 
medical treatment. If at the end of this additional period you 
are still incapable of work, you will again need to be examined 
by a doctor; if you are found to be permanently incapable of 
work, you can claim Invalidity Benefit.

sICKNess BeNefIT pAYmeNTs WILL sTop If:
•	 You do any work for which you are paid;

•	 You fail, without good reason, to attend for an ex-
amination or undergo specific treatment that may be 
required by the Board;

•	 You go to prison, or are detained in legal custody; or
•	 You become incapable of work through your own neg-

ligence or misconduct.

Invalidity Benefit
“For Your ‘Rainy Day’ ”

Invalidity Benefit is a payment made to eligible insured 
persons who have been certified by a medical doctor to be 
permanently unable to work as a result of an illness that is 
not job-related. (A person suffering permanent incapacity 
as a result of a job-related illness, should claim Disablement 
Benefit.)

To QuALIfY for INVALIDITY BeNefIT, a person must have 
paid at least 150 contributions into the National Insurance 
Programme since it started in 1974.

The rATe of pAYmeNT for INVALIDITY BeNefIT ranges 
from a minimum of sixteen percent (16%) to a maximum of 
sixty percent (60%) of the insured person’s average weekly 
insurable wage or income. 

CLAIms shouLD Be seNT IN to NIB no later than three 
months after the diagnosis by your doctor.  Claims for Sick-
ness or Invalidity Benefit submitted after the expiration of 
the 3-month period will be summarily disallowed; they will, 
however, be fowarded to the “Late Claims Committee” for 
review. If you submit a late claim, you will be required to 



“A Little Something to
Tide You Over”
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•	 Failed to report to the Department of Labour’s 
Employment Exchange every 4 weeks to check on 
the availability of suitable employment; and

•	 Failed to adhere to recommendations made by the 
Director of Labour as provided for in the National 
Insurance Regulations.

Further Information
•	 Change of Circumstances
 You must notify the Director, in writing, as soon as 

possible after the award of the benefit, if there is 
any change of circumstances which may affect your 
right to receive the Benefit.  For example, a change 
of circumstances exists if you return to gainful 
employment.

•	 Right of Appeal
 If you are not satisfied with any decision made 

on your claim, you have the right to appeal. Such 
appeal should be made in writing to the Local Office 
within 21 days of the date you were notified of the 
decision.

•	 The National Insurance Act 

 This leaflet gives only basic information on the 
permanent phase of Unemployment Benefit; for 
further details on this or any other provision of 
our social security programme, please refer to the 
National Insurance Act (Chapter 350) Statute Laws 
of The Bahamas.

Forms you’ll need to claim 
Unemployment Benefit

Employer’s Termination of Service/Lay-Off Certificate 
(Form B.80)

Unemployment Card (Form B.81)
(Given to you when you register with the Department 

of Labour)

Claim for Unemployment Benefit (Form B.82)

If you have questions concerning this or any other Na-
tional Insurance benefit, or you need information on 
any National Insurance-related matter, please call or 
visit your nearest NIB Local Office, or call the Consumer 
Hotlines...

325-4653/325-4655
Toll-free from the Family Islands:

1-242-300-1394
Website: www.nib-bahamas.com



Unemployment 
Benefit

Unemployment Benefit is a 
payment made to eligible insured 
persons who are unemployed but 
actively looking for employment. It is 
paid at a weekly rate of 50% of the unemployed worker’s 
average weekly insurable income. It is paid so long as 
unemployment continues, to a maximum period of 13 
weeks within a 52 week period.  

It is not paid to self-employed persons, voluntarily 
insured persons, summer students or persons who are 
partially employed, i.e., on reduced work days.

Qualifying for the Benefit
•	 You must be younger than age 65 years of age.

•	 At the date your unemployment began, you must have 
been able to satisfy three contribution conditions:

 i You must have paid at least 52 contributions into 
the National Insurance Programme since it started 
in 1974; AND

 ii. You must have paid and/or been credited with at 
least:

	 	13 contributions in the 26 weeks immediately 
before the week in which you were last 
employed: AND

 7 contributions in the 13 weeks immediately 
before the week in which you were last 
employed.

•	 You must be able to satisfy the Department of 
Labour’s conditions for registration.

Note that there is a three-day waiting period from last 
day of work, before the benefit will begin. 

Claiming the Benefit
You must register with the Department of Labour’s 
Employment Exchange and collect from 
them your stamped and signed NIB 
Unemployment Card. Present this card to 
NIB along with a completed Claim for 
Unemployment  Benefit (Form B82), 
your National Insurance card, some 
form of photo identification and 
proof of Bahamian citizenship, i.e., passport 
or voter’s card, and the Employer’s Termination of 
Service/Lay-Off Certificate (Form B-80) completed and 
signed by your former employer.

Claims for Unemployment Benefit must be made within 
three (3) months of the date unemployment began - 
and that’s even if you received severance payments. 
Though severance will delay the start of payments, 
you must still submit your claim within three months 
of stopping work. 

Submitting the Claim
The Claim for Unemployment Benefit (Form B-82) 
may be downloaded from www.nib-bahamas.com, or 
collected from any NIB Local Office or the Department 

of Labour. Submit your completed form and supporting 
documents as outlined above to your nearest NIB local 
office. 

Payment of Unemployment Benefit
Once you are approved for the Benefit, you may return 
to your nearest NIB Local Office every two weeks to 
collect your cheques.  In signing for your cheque, you 
will be making a legally enforceable declaration that 
during the period for which you accept payment, you 
were unemployed, sought without success to secure 
employment, and did not refuse a suitable job. 

When collecting your benefit cheque you must present 
a photo ID (e.g. Passport, Driver’s License) and your N.I. 
Card, bearing your signature. Cheques must be collected 
in person.

Failure to collect your cheque within six (6) months of 
the issue date could result in loss of entitlement.

Continuing Eligibility
Payment of the Benefit will stop if you:

•	 Moved outside of The Bahamas during the benefit 
period;

•	 Failed to be available (as defined by the Department 
of Labour) and looking for work during the benefit 
period;

•	 Refused suitable employment;

•	 Became employed or self-employed;
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Right of Appeal 
-  If you disa-
gree with any de-
cision made on 
your claim and 
have evidence as 
to why the deci-
sion should be 
overturned, you 
can submit your 
written appeal 
to the nearest 
NIB Local Office 
within 21 days 
of the date you 
were notified of 
the decision. 

• • •

The Nat ional 
Insurance Act - 
This leaflet gives 
only basic infor-
mation on Re-
tirement Ben-
efit; for further 
details on this 
benefit and any 
other provision 
of our Social 
Security Pro-
gramme, please 
refer to the Na-
tional Insurance 
Act & Regula-
tions.

 Benefit Rates
Based on Contr.

 Contributions %

 500 - 549 30
 550 - 599 31
 600 - 649 32
 650 - 699 33
 700 - 749 34
 750 - 799 35
 800 - 849 36
 850 - 899 37
 900 - 949 38
 950 - 999 39
 1,000 - 1,049 40
 1,050 - 1,099 41
 1,100 - 1,149 42
 1,150 - 1,199 43
 1,200 - 1,249 44
 1,250 - 1,299 45
 1,300 - 1,349 46
 1,350 - 1,399 47
 1,400 - 1,449 48
 1,450 - 1,499 49
 1,500 - 1,549 50
 1,550 - 1,599 51
 1,600 - 1,649 52
 1,650 - 1,699 53
 1,700 - 1,749 54
 1,750 - 1,799 55
 1,800 - 1849 56
 1,850 - 1,899 57
 1,900 - 1,949 58
 1,950 - 1,999 59
 2,000 - > 60

 1 64 11 99.42%

 2 64 10 98.83%

 3 64 9 98.25%

 4 64 8 97.67%

 5 64 7 97.08%

 6 64 6 96.50%

 7 64 5 95.92%

 8 64 4 95.33%

 9 64 3 94.75%

 10 64 2 94.17%

 11 64 1 93.58%

 12 64 0 93.00%

 13 63 11 92.42%

 14 63 10 91.83%

 15 63 9 91.25%

 16 63 8 90.67%

 17 63 7 90.08%

 18 63 6 89.50%

 19 63 5 88.92%

 20 63 4 88.33%

 21 63 3 87.75%

 22 63 2 87.17%

 23 63 1 86.58%

 24 63 0 86.00%

 25 62 11 85.42%

 26 62 10 84.83%

 27 62 9 84.25%

 28 62 8 83.67%

 29 62 7 83.08%

 30 62 6 82.50%

Mths
from
65th
b-day

 
Age

 yrs  mths Rate

 31 62 5 81.92%

 32 62 4 81.33%

 33 62 3 80.75%

 34 62 2 80.17%

 35 62 1 79.58%

 36 62 0 79.00%

 37 61 11 78.42%

 38 61 10 77.83%

 39 61 9 77.25%

 40 61 8 76.67%

 41 61 7 76.08%

 42 61 6 75.50%

 43 61 5 74.92%

 44 61 4 74.33%

 45 61 3 73.75%

 46 61 2 73.17%

 47 61 1 72.58%

 48 61 0 72.00%

 49 60 11 71.42%

 50 60 10 70.83%

 51 60 9 70.25%

 52 60 8 69.67%

 53 60 7 69.08%

 54 60 6 68.50%

 55 60 5 67.92%

 56 60 4 67.33%

 57 60 3 66.75%

 58 60 2 66.17%

 59 60 1 65.58%

 60 60 0 65.00%

Mths
from
65th
b-day

 
Age

  yrs    mths Rate

Reduction Rates Based on Age

 1 65 1 100.58%

 2 65 2 101.17%

 3 65 3 101.75%

 4 65 4 102.33%

 5 65 5 102.92%

 6 65 6 103.50%

 7 65 7 104.08%

 8 65 8 104.67%

 9 65 9 105.25%

 10 65 10 105.83%

 11 65 11 106.42%

 12 66 0 107.00%

 13 66 1 107.58%

 14 66 2 108.17%

 15 66 3 108.75%

 16 66 4 109.33%

 17 66 5 109.92%

 18 66 6 110.50%

 19 66 7 111.08%

 20 66 8 111.67%

 21 66 9 112.25%

 22 66 10 112.83%

 23 66 11 113.42%

 24 67 0 114.00%

 25 67 1 114.58%

 26 67 2 115.17%

 27 67 3 115.75%

 28 67 4 116.33%

 29 67 5 116.92%

 30 67 6 117.50%

Mths
from
65th
b-day

 
Age

 yrs    mths Rate

 31 67 7 118.08%

 32 67 8 118.67%

 33 67 9 119.25%

 34 67 10 119.83%

 35 67 11 120.42%

 36 68 0 121.00%

 37 68 1 121.58%

 38 68 2 122.17%

 39 68 3 122.75%

 40 68 4 123.33%

 41 68 5 123.92%

 42 68 6 124.50%

 43 68 7 125.08%

 44 68 8 125.67%

 45 68 9 126.25%

 46 68 10 126.83%

 47 68 11 127.42%

 48 69 0 128.00%

 49 69 1 128.58%

 50 69 2 129.17%

 51 69 3 129.75%

 52 69 4 130.33%

 53 69 5 130.92%

 54 69 6 131.50%

 55 69 7 132.08%

 56 69 8 132.67%

 57 69 9 133.25%

 58 69 10 133.83%

 59 69 11 134.42%

 60 70 0 135.00%

Mths
from
65th
b-day

 
Age

  yrs    Rate

Increased Rates Based on Age



What is Retirement Benefit?
Retirement Benefit is paid to insured persons who have ei-
ther retired from gainful employment or who have attained 
age 65 years. Full benefit is paid from age 65, but persons 
have the option of retiring from as early as age 60 years with 
reduced benefit payments. 

Qualifying Conditions
To qualify for the monthly-paid benefit, you must have made 
at least 500 contributions into National Insurance since the 
programme began in 1974 (2010 Amendments). The benefit 
is payable for life to an insured person who meets the con-
tribution condition AND is:
 i)  Aged 60 to 64 years, retired from gainful employment, 

or if still working, is not earning more than half of 
the insurable wage ceiling; OR

 ii)  Aged 65 years or older.

Early Retirement
Persons who choose to receive the benefit before age 65 
years get reduced payments assessed as percentages of 
what they would have gotten had they claimed at age 65 
years. Reduced rates are based on the number of months a 
claimant is away from his/her 65th birthday. Once a person 
opts to receive the benefit before age 65 years, the reduced 
rate/percentage assessed is set for life. See back left flap for 
reduction rates based on age. 

Late Retirement
Similarly, persons who delay claiming the benefit until after 
age 65 get increased payments assessed as percentages of 
what they would have gotten had they claimed at age 65 
years. Increased rates are based on the number of months 
a claimant is older than his/her 65th birthday up to age 70 
years. See back page for increased rates based on age. 

purpose of depositing monthly  cheques. The Central Bank 
of the Bahamas has delegated authority to these banks to 
facilitate this process. 

Retirement Grant
Should you fail to meet the 500 contribution condition for the 
award of the monthly pension, a one time Retirement Grant 
will be paid to you if you are 65 years or older and have paid 
at least 150 contributions. 

Further Information
• Continuing Eligibility to receive Retirement Benefit
 You must notify the Director, in writing, as soon as pos-

sible after the award of Retirement Benefit if you are 
younger than 65 years and return to gainful employment 
with an income of more than half of the insurable ceiling. 
Additionally, once you are in receipt of the benefit, you 
must produce evidence - verification - of your continuing 
right to the benefit twice each year, during your birth 
month and exactly six months thereafter. Your payments 
will stop if you fail to be verified as indicated. To be veri-
fied, have the NIB Verification Form duly notarized and 
returned to the Pension Verification Department in the 
New Providence Local Office. Or visit any one of NIB’s 
Local Offices with your passport or voter’s card, and your 
National Insurance card. 

• Late Claims - If you are older than 65 years, you may lose 
some of your Retirement Benefit if you submit your claim 
more than three months after the date you retire. If you 
have attained the minimum qualifying age of 60 years but 
are not yet 65 years, eligibility for the benefit will begin 
when you actually submit your completed claim.

 

How Benefit is Calculated
Two factors are used to determine the dollar amount of 
Retirement Benefit. First, the average insured income on 
which contributions were paid and/or credited must be 
determined. As of July 1, 2012, the highest five years of insur-
able earnings over the worklife, are used. (For Pensionable 
Civil Servants, the insurable earning for Retirement and other 
pensions will still be affected by the previous $110 per week 
ceiling and will result in a weighted average assessment.)

Secondly, the number of contributions paid and or credited 
into the programme will be used to determine what percent-
age of the average insured income will be paid (see “Benefit 
Rates Based on Contributions” on back middle page).

When And How to Claim
A claim for Retirement Benefit must be made, in writing, to 
one of the Board’s Local Offices. Claim forms are available at 
all of the Board’s Local Offices and online.

How Retirement Benefit is Paid
Retirement Benefit is paid as a monthly pension. All recipients 
of Retirement Benefit (with the exception of persons who live 
on Bahamian islands where there are no banks) are required 
to have their monthly payments sent to banks of their choice 
(in The Bahamas). 

Persons who live on Bahamian islands where there are no 
banks may collect their monthly cheques from their nearest 
NIB local office. To do so, bring along a photo I.D. and National 
Insurance card. When sending a representative to pick up 
your cheque, make sure that he brings along an authorization 
letter or form, signed by you, your National Insurance card, 
which must be signed, and a photo I.D. of himself. Pension-
ers who live abroad may apply to any one of the commercial 
banks in The Bahamas to open an account for the express 



National Insurance Retirement Benefits Explained with 

Worked Examples 

By Darius Williams 

20 September 2020 

A few years ago, I wrote an explanation of National Insurance Retirement Benefits 

currently enforced in the Bahamas for a high school class chat group. 

Unfortunately I lost that post. I promised a former workplace chat group that I 

would try to find it or being fruitless in that effort would research it once more 

and write up a new one. As I and many of my contemporizes have now reached, 

passed or are quickly approaching 60, it is a topic many are interested in but even 

if they read the various National Insurance Brochures, they would be challenged 

to put it into hard numbers. So I will start with a quick summary of who qualifies 

and after that, what these benefits look like based on various scenarios. I am only 

considering those non self-employed persons at this time. The current brochures 

were published in 2014. 

Under 150 weekly contributions; a needs based assessment will be made and if 

deemed necessary, a payout of $200 per month will be made. 

Between 150 and 499 weekly contributions; 6 weeks of salary up to contribution 

ceiling for every 50 weeks of contributions made will be paid out, upon 

application, on a one time basis. 

Between 500 and 2000 weekly contributions; somewhere 15% and 60% of 

contribution ceiling will be paid out, upon application, to those making 

application between age 60 and 65. The exact make up consist of 3 parts;    

 Age at which application is made 

 Amount of weekly NIB contributions made before retirement 

application 

 Average of 5 highest years of weekly contributions up to the 

contribution ceiling 



Between 65 and 70 years of age; an increase of up to 35% of the retirement 

benefit at age 65 will be added to the retirement benefit to those delaying 

retirement beyond age 65 but continuing to make contributions. 

 

 

The national insurance year for calculation purposes is considered to be 50 weeks 

so 150 weeks of contribution is 3 years of contributions. 500 weeks is 10 years. 

2000 weeks is 40 years. No advantage from a contribution weighted factor is 

gained for more than 2,000 weeks of contributions in a lifetime although a higher 

payout can still be garnered after this point if it will add to your 5 year highest 

payroll weekly average.  

So let’s look now at some scenarios.  

I have more than 150 contributions but less than 500: 

Ave Salary # of cont 6 wks salary   years  Total one time payout 

$300  150  $1,800  3  $5,400 

$500    $3,000    $9,000 

$670    $4,020    $12,060 

$300  250  $1,800  5  $9,000 

$500    $3,000    $15,000 

$670    $4,020    $20,100 

$300  499  $1,800  10  $18,000 

$500    $3,000    $30,000 

$670    $4,020    $40,200 

 



I have made over 500 contributions and retire at following ages; 

60 years .30 contribution factor x .65 age factor = 19.5% of salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .30  .65  $58.5   $251.55  $3,018.60 

$500      $97.5  $419.25  $5,031 

$670      $130.65 $561.80  $6,741.54 

62.5 years .30 contribution factor x .825 age factor = 24.75% x salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .30  .825  $74.25  $319.275  $3,831.3 

$500      $123.75 $532.125  $6,385.5 

$670      $165  $713.05  $8,556.57 

 

65 years .30 contribution factor x 1.0 age factor = 30% of salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .30  1.0  $90  $387   $4,644 

$500      $150  $645   $7,740 

$670      $201  $864.3  $10,371.60 

I have made 1000 contributions and retire at the following ages; 

60 years .40 contribution factor x .65 age factor = 26% of salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .40  .65  $78   $335.40  $4,024.80 

$500      $130  $559   $6,708 



$670      $174.20 $749.06  $8,988.72 

62.5 years .40 contribution factor x .825 age factor = 33% x salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .40  .825  $99  $425.70  $5,108.4 

$500      $165  $709.5  $8,514 

$670      $221.10 $950.73  $11,408.76 

 

65 years .40 contribution factor x 1.0 age factor = 40% of salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .40  1.0  $120  $516   $6,192.00 

$500      $200  $860   $10,320 

$670      $268  $1,152.40  $13,828.80 

I have made 2000 contributions and retire at the following ages; 

60 years .60 contribution factor x .65 age factor = 39% of salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .60  .65  $ 117  $503.1  $6,037.20 

$500      $195  $838.50  $10,062 

$670      $261.30 $1,123.59  $13,483.08 

62.5 years .60 contribution factor x .825 age factor = 49.5% x salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .60  .825  $148.50 $638.55  $7,662.6 

$500      $247.50 $1,064.35  $12.771 



$670      $331.65 $1,426.10  $17,113.14 

65 years .60 contribution factor x 1.0 age factor = 60% of salary 

Ave Sal Cont % Age%   Wkly payt   Mtly check(x4.3)  Year tot 

$300  .60  1.0  $180  $774   $9,288 

$500      $300  $1,290  $15,480 

$670      $402  $1,728.6  $20,743.20 

I have made 2000 contributions and retire at 70; 

.60 contribution factor x 1.35 age factor = 81% of salary 

$300  .60  1.35  $243  $1,022.90  $12,538.80 

$500      $405  $1,741.5  $20,898 

$670      $542.70 $2,333.61  $28,003.32 

 

It is against National Insurance Policy for you to return to work before the age of 

65 after collecting early retirement and to make more than $335 per week while 

continuing to collect retirement benefits. You are required to advise NIB, 

discontinue collecting retirement and resume paying deductions. 

You are required to verify twice yearly that you are still alive and qualify to 

continue receiving retirement benefits, once in your birthday month and once 6 

months beyond that. 

In summary your maximum benefits are realized at 499 contributions and 

attaining an average contribution salary of $670 for 5 years of your contribution 

life, for a one time payout.  

Your maximum early retirement benefit at age 60 is realized if you make 

continuous contributions from the age of 20 and attained an average contribution 

salary of $670 for the highest 5 years of your working life. 



Your maximum early retirement benefit at age 65 is realized if you have made 40 

years of contributions and have attained an average contribution salary of $670 

for the highest 5 years of your working life.  

Your highest maximum retirement benefit is realized when retiring at age 70 after 

making over 2000 contributions and averaging over $670 contribution salary for 

over 5 years during your working life. 

The most your benefit will be under the current conditions will be; 

 $1,214 applying at age 60 

 $1,729 applying at age 65 

 2,334 applying at age 70 

If this does not meet your future needs, get busy saving outside of NIB 

contributions for your retirement! 

 

Some post Notes; 

-If you made it to 60 your chances of living to 70 are 90%, 80 are 70% and 90 are 

30%. Now if you have made it to 60 without a major operation, diabetes, 

hyphenation, obesity, are a nonsmoker, are active and live within a 1hr drive to a 

hospital that offers emergency surgery, you will most likely live to be 90. 

-You will be penalized for delaying applying for NIB retirement benefits after 65 

for more than 3 months after your last NIB contribution before application. 

 

 

 

 

    



the decision. Appeals are heard and decided by 
a panel of three independent practitioners that 
make up the Appeal Tribunal.

 Please note that Funeral Benefit claims submit-
ted after the expiration of the 6-month period 
will be summarily disallowed; they will, however, 
be fowarded to the “Late Claims Committee” for 
review. If you submit a late claim, you will be 
required to provide written explanation for the 
lateness. The “Late Claims Committee” is part 
of the legislated appeal process, consequently,  
decisions of the Committee cannot be further 
appealed at the NIB level.

Further Advice
 Persons claiming Funeral Benefit may also be 

entitled to receive Survivors’ Benefit or have 
knowledge of surviving dependents who may be 
entitled to the Benefit.  For more information on 
who qualify for Survivors Benefit, check out the 
Survivors Benefit leaflet or call your nearest NIB 
Local Office.

 Offences
 Penalties for making false or misleading state-

ments in order to obtain Funeral Benefit will 
result in fines of up to $2,500, or imprisonment 
for up to 12 months, or both.

PLEASE NOTE: Funeral Benefit that is awarded as a 
result of any false or misleading statement, must 

If you have questions on Funeral Benefit or any other 
National Insurance related matter, please visit your 

nearest Local Office, or call:

CALL-NIB
(225-5642)

Website: www.nib-bahamas.com

Revised July 2014

be repaid to NIB with interest.  The money can be recovered 
by the Director through legal proceedings, or by making 
deductions from any future claims to which the person 
becomes entitled.

 
Further Information

This leaflet gives basic information on Funeral Benefit; for 
further details on Funeral Benefit and any other provision of 
our Social Security Programme, please refer to the National 
Insurance Act & Regulations, 1972.

Other Benefits
Death

Disablement
Injury

Invalidity
Maternity

Medical Care
Retirement

Sickness
Survivors

Unemployment



FUNERAL BENEFIT

Funeral Benefit is a one-time payment of $1,720 (as 
of July 1, 2014),  that is paid to the person who has 
paid, or is liable to pay the funeral expenses of a 
deceased insured person. 

Contribution Condition
There is only one contribution condition to be met for 
the award of Funeral Benefit.
 The insured person must have paid at least 50 

contributions during his/her lifetime. These con-
tributions may have been paid by the deceased 
person, or by the spouse (whether alive or dead) 
of the uninsured deceased individual.  

(Any contribution which was due before the date of 
death, but was not actually paid until after the date 
of death, cannot be taken into account, unless the 
National Insurance Board is satisfied that the late 
payment is not with the consent or connivance of 

the insured person where living spouse’s contribu-
tions are being used, nor due to any negligence on 
his/her part.)

How and When to Claim
To claim Funeral Benefit, you must:
 Produce a death certificate and the estimate of 

the cost, or the receipt of the funeral expenses 
from the funeral director (undertaker). Other 
documents may be needed, such as a marriage 
certificate if the claim is being made for an un-
insured deceased person based on the contribu-
tions of  his/her spouse.

 Note that Funeral Benefit will not be paid in 
respect of the presumed death of a person who 
has disappeared unless and until the State makes 
a Declaration of Death. Such a declaration by 
the Court will enable a Death Certificate to be 
issued. 

 You must submit a claim for Funeral Benefit on 
Form B-51, within six (6) months of the date of 
death of the person in respect of whom benefit 
is payable.  These claim forms are available at any 
of the NIB’s many Local Offices or online (www.
nib-bahamas.com).

 Funeral Benefit may not be paid if the claim is 
made more than six months after the date of 
death of the deceased. A delay in claiming could 
mean that you lose the benefit.

Who Can Claim?
 The person entitled to 

Funeral Benefit is the 
person who paid, or  
is responsible for pay-
ing the funeral costs.  
“Funeral” includes both 
burial and the ceremo-
ny connected with burial. For example, in cases 
where the deceased was lost at sea, or committed 
to the sea, it may be that there is no cost of burial, 
but the claimant may have incurred expenses in 
connection with special ceremonies or the provi-
sions of a memorial.

 Where a destitute insured person dies, leaving no 
relatives or friends, a public authority, for example 
the Ministry of Health, may have to arrange for the 
burial. If a claim is made by the relevant authority 
in these circumstances, it will be accepted.

 Every person making a claim for benefit must be 
registered with National Insurance. To register, 
present to the NIB Local Office a passport, birth 
certificate, Baptismal certificate, or affidavit, 
and a completed Registration Form (R.4). 

Decisions and Appeals
 Should you disagree with any decision made on 

your claim for Funeral Benefit and have evidence 
as to why the decision should be overturned, you 
can appeal in writing to the nearest Local Office 
within 21 days of the date you were notified of 



widower who qualifies, up to ten (10) dependent children 
may receive benefit at the same time. If there are more 
dependent children, they may become eligible for receipt 
of benefit as older children attain age 16 years, or 21 years, 
as the case may be, and their benefits are stopped. 

C. All unmarried orphans who were dependent on the 
deceased insured person at the time of his/her death, 
are entitled to Survivors’ Benefit, if:

 i) they were children of the deceased, whether legiti-
mate, illegitimate, adopted or stepchildren; and 

 ii) they are younger than age 16 years, or age 21 years 
if receiving full-time education or training for which 
they are not being paid; and

 iii) they were either living with, or were maintained 
by the deceased at the time of his/her death.

D. Parents of a deceased insured person would be entitled 
to Survivors’ Benefit, if:

 i) he, she or they were maintained by the deceased; 
and

 ii) there are no other survivors, i.e., widow/widower, 
dependent children or orphans, who qualify for the 
benefit; and

 iii) he, she or they are invalids or, being older than 40 
years, are not able to be economically employed 
other than carrying out domestic duties in the 
home.

The rate of payment for parents is 50 percent for each 
parent. Both may receive the benefit if each qualifies.

HOW AND WHEN TO CLAIM
A claim for Survivors’ Benefit must be made within three 

months of the date of death of the insured person in re-
spect of whom the claim is being made.  Claims by spouses 
and parents submitted after the expiration of the 3-month 
period will be summarily disallowed; they will, however, be 
fowarded to the “Late Claims Committee” for review. If you 
submit a late claim, you will be required to provide written 
explanation for the lateness. 

Note that the “Late Claims Committee” is part of the legislated 
appeal process, consequently, decisions of the Committee 
relative to late claims cannot be further appealed. 

Survivors Benefit claim forms are available from all NIB’s 
Local Offices and online. You will be required to produce 
certain supporting documents, for example death cer-
tificate, the child(ren)’s birth certificate(s), and marriage 
certificate. 

Note that benefit cannot be paid in respect of the presumed 
death of a person who has disappeared unless and until the 
Court makes a Declaration of Death. Such a declaration by 
the Court will enable a Death Certificate to be issued. For 
the purpose of Survivors Benefit, the missing person will be 
considered to have died on the State’s declared date.

CONTINUING ELIGIBILITY
The law requires that every person receiving Survivors’ 
Benefit be verified at least twice each year.

FUrTHEr INFOrMATION 
This leaflet gives basic information on Survivors’ Benefit; for 
further details, please refer to the National Insurance Act & 
Regulations (Chapter 350) Statute Laws of The Bahamas.

Revised July 2012



Benefit. Prior to January 1, 2011, he/she could only get 
one - the higher of the two.

A widow/widower who does not qualify for Survivors 
Benefit can now qualify for a one-time Survivors 
Grant.

B. Dependent children of the deceased insured person 
are entitled to Survivors’ Benefit, provided that they 
are unmarried and are:

 i) younger than age 16 years; or
 ii) older than age 16 years but younger than age 21 

years and receiving full-time education or training 
for which they are not being paid; or

 iii) invalids.

Where the total benefit entitlement is not taken up in 
any combination of claimants mentioned above, the 
available benefit may be paid to unmarried children 
who, though not biological or adopted children of the 
deceased, were either living with the deceased at the 
time of his/her death, or were being maintained by 
him/her.

 * These unmarried children must also be:
 i) younger than age 16 years; or
 ii) older than age 16 years but younger than age 

21 years, and receiving full-time education or 
training for which they are not being paid; or

 iii) invalids.

PLEASE NOTE: Where there is a widow/widower who quali-
fies for benefit, only five (5) dependent children may qualify 
for payment at the same time. Where there is no widow/

Survivors Benefit
Survivors’ Benefit is paid monthly to the dependent sur-
vivors of a deceased insured person. “Survivors” must 
have been dependent on the deceased at the time of his/
her death and all other conditions must be satisfied at the 
time of his/her death as well. Dependency is defined and 
determined by the criteria set out in the National Insurance 
Benefits Regulations.

CONTrIBUTION CONDITION
Survivors’ Benefit is payable where the deceased insured 
person had paid at least 150 contributions into National 
Insurance since the programme began.

WHO QUALIFIES?
Survivors’ Benefit is paid to the surviving dependents in 
the following priority order:
 i) widow/widower;
 ii) dependent children under age 16, or under age 21 

if still in school full-time;
 iii) unmarried orphans under age 16, or under age 21 

if still in school full-time or part-time; 
 iv) unmarried children who are not children of the 

deceased person, but who were dependent upon 
him/her, under age 16, or under age 21 if still in 
school full-time, or are invalids; and

 v) the parents.

WHAT IS THE PAYMENT?
A. The widow/widower of a deceased insured person 

would receive 50 percent of the Survivors’ Benefit, if 
he/she satisfies at least two conditions - that he/she:

 * Was dependent on (supported by) the deceased 

spouse; and
 * Was either:
 i) an invalid or is older than 40 years of age and 

incapable of earning more than half the insur-
able wage ceiling; or

 ii) (in the case of the widow) was pregnant by her 
late husband at the time of his death; or he/
she

 iii) has the care of a child of his/hers/theirs who 
is:

 a. younger than age 16 years; or
 b. older than age 16 years but younger than age 

21 years, and receiving full-time education or 
training for which he/she is not being paid; 
or

 c. an invalid.

After the benefit has been awarded, one of the above-
mentioned conditions must continue to exist for pay-
ment to continue. In the case of widows or widowers 
who after 1999 qualify because they have the care of 
qualifying children, the benefit will stop when those 
children cease to be eligible for the benefit. 

Survivors’ Benefit is not awarded to a widow/widower 
if the marriage to the deceased took place after the 
deceased was awarded Retirement or Invalidity Benefit. 
Payment of Survivors’ Benefit to a widow/widower 
ceases if she/he remarries or co-habits.

As of January 1, 2011, a widow/widower who qualifies 
to receive Survivors Benefit and qualifies to receive his/
her own benefit (Retirement or Invalidity) may now get 
his/her own entitlement and a portion of the Survivors 
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GROSS ECONOMIC CONTRIBUTION OF THE FINANCIAL SECTOR 

IN THE BAHAMAS (2017) 

INTRODUCTION 

The financial sector is estimated to contribute approximately 10-15% of the country’s Gross Domestic 
Product (GDP), second only to tourism in terms of importance. The industry has both direct effects on 
employment and spending, and also indirectly impacts other sectors of the economy, such as construction 
and wholesale and retail trade. The landscape is currently dominated by the banking sector, which is 
comprises a significant domestic component, offering an array of consumer, commercial and trust services 
to the public, while the international sector focuses primarily on wealth management. Other smaller, but 
growing, segments of the financial sector include: credit unions, insurance companies, mutual fund 
administrators and financial and corporate service providers. 

The Central Bank of The Bahamas evaluates annually, the overall economic contribution of the financial 
sector via a survey of the major participants in the industry.  In this regard, the sector exhibited some 
contraction, given the downsized international operations in the banking and securities industries, in 
contrast to a more stable outcome for insurance and growth in the credit union sector. Banking and 
securities firms further streamlined or reduced their operational footprint in response to international 
regulatory and competitive challenges.  That said, anecdotal evidence suggests some settling towards 
growth in new markets in North America and a less tapered than anticipated, retreat of clientele from 
markets where tax compliance has become more regularised. This attests to the competitive supervisory 
and skills infrastructure available for institutions that operate from inside The Bahamas.  For Central Bank 
supervised financial institutions (SFIs), risks also remain from managing more rigorously demanding 
standards for correspondent banking relationships (CBRs).  

THE BANKING SECTOR 

The banking sector continued to be impacted by domestic, as well as international developments over the 
year. On the domestic side, banks’ asset quality indicators sustained their improving trend, as non-
performing loan exposures contracted.  This reflected the sale of a significant portion of one entity’s non-
performing loan portfolio to the Government’s Special Purpose Vehicle—Resolve Corporation—the general 
improvement in economic conditions and banks’ other interventions to either restructure or reduce 
delinquent accounts.  Sector-wide efforts were sustained on strengthening The Bahamas’ anti-money 
laundering and counter financing of terrorism (AML/CFT) regime.  This confronted threats from eroding 
CBRs, known as “de-risking”, but with a more general objective to enhance the jurisdiction’s contribution to 
international efforts to prevent criminal abuse of the financial services sector.  

In 2017, the total number of banks and trust companies licensed in The Bahamas fell by 6 to 242, following 
a decline of 1 in 2016. A breakdown showed that the number of public banks and trust companies 
decreased by 7 to 90, while restricted, non-active and nominee licensees rose by 1 to 152.  At end-2017, 
the public licensees were comprised of 57 Bahamian incorporated entities, 9 authorized agents, 8 
authorized dealers—7 of which were clearing banks—and 16 euro-currency branches of foreign banks. 

The total domestic assets of the local banking sector rose by 2.1% in 2017 to $10.2 billion, exceeding the 
1.6% uptick in the previous year, corresponding to increased Government bond holdings and surplus liquid 
balances with the Central Bank. In contrast, the total assets in the international banking sector—which have 
been on a down trend since 2015—declined by a further 2.6% to $171.1 billion, after a 2.7% falloff in 2016.  
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EMPLOYMENT 

Preliminary data on employment by banks and trust companies, revealed a reduction in total employment 
of 127 (3.0%) to 4,129, extending the year earlier 2.5% contraction.  This was attributed to the 
consolidation of business services—including some branches closures—and either the outsourcing or 
automation of operations.  Specifically, the number of Bahamian employees contracted by 117 (2.9%) to 
3,862; and non-Bahamians, by 10 (3.6%) to 267. The corresponding shares of Bahamians and non-Bahamian 
employees in the sector remained unchanged at 93.5% and 6.5%, respectively. Approximately 64.7% of 
Bahamians were employed in local banking operations, while the remaining 35.3% were engaged in 
international banking, trust administration, and other wealth management-related activities.  

EXPENDITURES 

Total expenditure in the banking sector decreased by 2.6% to an estimated $710.4 million in 2017, a 
reversal from a marginal increase of 0.7% in the previous year, due mainly to the reduction in employment 
levels.  Total operational costs—which comprise 97.8% of total spending—decreased by 1.9% to $694.9 
million, after a 2.2% gain last year.  The salary component (46.7% of the total) edged-down by 0.8% to 
$324.4 million, compared to a 3.3% rise in the previous year, as higher redundancy costs almost 
outweighed lower base salary outlays. Staff training costs also contracted by 11.5% to $2.6 million, after a 
one-third boost in 2016.  Meanwhile, Government fees also fell by 2.5% to $67.2 million, reversing a 5.5% 
increase in the prior year, due mainly to lower costs on taxable activities other than for license fees.  
Similarly, ‘other’ administrative outlays contracted by 2.7% to $300.6 million, a turnaround from a marginal 
uptick of 0.1% in the previous year, amid reduced outlays following branch consolidations and outsourcing 
arrangements.  

          

Total capital expenditure, which includes outlays for renovations, construction and other fixed assets, 
contracted by 28.3% to $15.6 million, following a 32.5% reduction in the previous year, mainly reflecting a 
decline in the purchase of office equipment and furniture.  
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DOMESTIC VERSUS INTERNATIONAL BANKING 

The remaining analysis of the banking sector shows a comparison of the domestic and international banking 
operations, which reveals more clearly the differences between domestic banks, which focus mainly on 
retail banking, and international banking, whose services are more centered on wealth management.  
Although most domestic banks also provide some international services, the employment and expenditure 
patterns still concentrate most of their resources in the local, retail side of the operations. 

EMPLOYMENT 

Total employment in domestic banks fell by 30 
persons (0.9%) to 3,133, after a 2.8% decline in 
the previous year.  The adjustment was more 
notable in the international sector, as 
employment decreased by 97 (8.9%) to 996 
persons, outpacing the year earlier 1.8% 
reduction, as some operations ceased.  
 
In terms of the composition, the number of 
Bahamians in the domestic banking sector fell 
further by 1.6% to an estimated 3,079, relative 
to a 2.9% decline in 2016. The non-Bahamian 
component; however, grew by 20 to 54, 
extending the prior year’s gain of 5 positions. 
Against this backdrop, the ratio of Bahamian to 
non-Bahamian employees—which is highly 
sensitive to slight changes in absolute values— 
moved downwards to approximately 57:1 from 
92:1 in 2016.  

In international operations, the total number of Bahamian employees decreased by 67 (7.9%) to 783, after 
a 0.2% falloff in the prior year.  In addition, non-Bahamian staff fell by 30 (12.3%) to 213 persons, extending 
the 6.9% reduction registered in 2016.  Correspondingly, the ratio of Bahamian to non-Bahamian staff 
edged-up to 3.7:1 from 3.5:1 last year. 

Average annual compensation continued to favour the higher value-added functions in the international 
sector.  In particular, the average pay in international banks was estimated at $105,911 per annum in 2017, 
compared to $53,028 per annum in domestic operations. In 2016, the respective annual compensations 
were $106,405 and $51,291. 

EXPENDITURES 

The total expenditure for domestic banks and trust companies grew by 1.3% to $464.6 million in 2017, 
following a 1.2% uptick in the previous year. In terms of the components, total operational costs—which 
constituted 97.3% of the aggregate—advanced by 1.7% to $452.0 million, albeit lower than the prior year’s 
2.4% growth.  Of note, salary payments advanced by 2.3% to $182.9 million, ahead of a 1.6% expansion in 
2016, owing mainly to gains in base pay and bonuses by 2.4% and 1.1%, respectively.  Similarly, other non-
staff administrative costs firmed by 2.0% to $210.0 million, reflecting in part an increase in managerial and 
internal fees paid to head offices abroad.  In a slight offset, Government fees paid fell marginally by 0.4% to 
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Bah/Off 
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$57.5 million, a turnaround from a 9.5% 
expansion in 2016, due to reductions in outlays 
on taxable operations (non-license fees).  
Similarly, capital expenditure among domestic 
institutions decreased further by 12.4% to $12.6 
million.  

Driven by the closure of certain operations 
during the review period, total expenditure by 
the international banks contracted by 9.3% to 
$245.8 million, following a stable outturn in 
2016.  Total operational costs—at 98.8% of the 
aggregate—decreased by 7.9% to $242.8 
million, a turnaround from a 2.3% increase in 
the previous period. In particular, salary 
payments fell by 4.5% to $141.5 million, vis-à-
vis a 5.5% gain recorded in the preceding year.  
Specifically, total expenses on base salaries 
declined by 9.3% to $105.5 million, while 
outlays for staff training contracted by 6.0% to $0.9 million. Government fee payments also decreased 
further by 13.5% to $9.8 million, related to broad-based reductions across license fees, work permits and 
‘other’ taxable inputs.  In addition, other administrative costs decreased by 12.2% to $90.6 million.  Under 
capital expenditure, outlays were more than halved to $3.0 million, after the 44.1% falloff in 2016. 

OTHER FINANCIAL SECTOR ACTIVITIES 

SECURITIES INDUSTRY 

Data compiled by the Securities Commission of The Bahamas (SCB), point to some reduction in the size of 
the securities industry’s economic contribution in 2017, as the number of registered securities firms 
decreased by 11 to 151, while the number of licensed investment fund administrators declined by 2 to 62.  
Meanwhile, the number of licensed investment funds within supervised operations, contracted by 76 to 
783, amid some repositioning of SMART2 structures, which fell by 75 to 493, in response to new tax 
compliance in some overseas markets. Similarly, the number of registered fund administrators fell by 2 to 
62. 

The SCB also supervises corporate and financial services providers (CFSPs), which are domestic professional 
firms that provide services to the financial sector, including incorporation and the management of 
international business companies (IBCs).  There was further attraction to such activities in 2017, with the 
number of CFSPs increasing by 16 to 341. 

INSURANCE SECTOR 

Indications are that activity in the insurance sector remained relatively stable in 2017 from the perspective 
of employment and expenditures, despite marginally fewer supervised entities.  Provisional data from the 
Insurance Commission of The Bahamas (ICB), showed that the number of licensed operators contracted by 

                                                 
2
SMART refers to Specific Mandate Alternative Regulatory Test.  
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2 to 146. In the domestic sector, local insurance agents & brokers fell by 2 to 85; foreign-owned entities 
rose by 1 to 19, while the number of external insurers fell by 1 to 20.  In terms of employment, the Central 
Bank’s annual survey of insurance companies, showed that the total number of persons working in the 
sector increased by 2 to 1,393 persons, due to a similar gain for Bahamian employees to 1,365.  Non-
Bahamians employed in the sector steadied at 28. 

Total expenditures by insurance entities grew by 1.0% to an estimated $143.8 million in 2017.  Of this 
amount, total operational outlays rose by 0.8% to $139.5 million, with payments for Government fees 
higher by 2.4% at $23.7 million; salaries, by 0.4% to $48.6 million and bonus payments by 3.0% to $13.7 
million.  Conversely, administrative expenses declined by 0.2% to $47.1 million.  Meanwhile, capital outlays 
also firmed by 6.3% to $4.3 million, primarily on account of an increase in land acquisitions. 

CREDIT UNIONS  

The credit union sector sustained its modest growth during 2017, as the total number of registered 
institutions—inclusive of the Credit Union League—held steady at 10 in 2017. The sector’s aggregate assets 
rose further by 6.3% to $420.3 million, in line with an upturn in outstanding loans and almost steadied 
growth in funding resources from members’ deposits.  

Credit unions’ total expenditure firmed by 8.8% to $12.2 million in 2017.  In particular, operational outlays 
advanced by 14.3% to $11.9 million, occasioned by increased Government fee payments, while salary and 
bonus outlays firmed by 6.0%, to a combined $5.0 million and the remaining operating costs rose by 21.2% 
to $6.9 million. Similarly, capital expenditure declined to an estimated $0.3 million, from $0.8 million in 
2016.  With regard to employment, the total number of staff rose by 5 to 160 persons at end-2017. 

OTHER FINANCIAL SECTOR DEVELOPMENTS  

Regulatory sector developments remained focused on strengthening The Bahamas’ supervisory regime in 
the context of evolving international standards, and initiatives to increase financial sector resilience. 
National efforts were highlighted by inter-regulatory agency engagement, to chart improvements to the 
AML/CFT regime, benchmarked against the 2017 Mutual Evaluation Report of the Caribbean Financial 
Action Task Force (CFATF), and strategies outlined in The Bahamas’ now unveiled, National Risk Assessment 
on AML/CFT.  This task force’s efforts include the office of the Attorney General, financial sector regulators 
and law enforcement agencies. The Central Bank’s initiatives have focused on transitioning to continuous 
supervision of AML/CFT systems within its SFIs, through restructured staffing operations, in tandem with a 
more streamlined approach to continued prudential supervision.  The national AML/CFT initiatives have 
involved proposed reforms to regulation enhancements affecting financial transactions monitoring and 
reporting , as well as updated anti-corruption legislation. 

International tax cooperation also received renewed focus, with The Bahamas in June 2017, making a 
commitment to implementing the OECD’s Global Forum Common Reporting Standard (CRS) for tax 
information exchange on a multilateral basis.  This will create reporting obligations by tax residency on 
accounts held with SFIs, for onward transmission to multiple foreign competent authorities, in a fashion 
similar to the requirements under the US’ Foreign Accounts Tax Compliance Act (FATCA).   

In the prudential supervision space, the Central Bank continued its Basel II/III implementation program and 
revised its approach towards developing a more streamlined suite of prudential guidelines.  In this regard, 
SFIs participated in an internal capital adequacy assessment process (ICAAP), to determine which licensees 
could be exempted from this requirement and for others, the frequency with which the requisite reports 
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are to be submitted.  The Bank also further enhanced its risk-based supervisory framework with the 
introduction of the “evergreening” process to firm up the risk profile of each SFI, and determine the 
frequency, scope and intensity of ongoing supervisory engagements. 

With regard to enhancing resilience, significant progress was made towards the establishment of a credit 
bureau, with the Credit Reporting Bill, 2014 and Credit Reporting Regulations, 2014, receiving further 
amendments and these were then tabled in Parliament—the legislation was enacted in March, 2018. 
Further, in an effort to address gaps identified in the Caribbean Financial Action Task Force’s (CFATF) 
Mutual Evaluation Report (MER), the Bank established an Analytics Unit (AU), to focus on AML/CFT data 
analytics, and introduced frameworks for the continuous oversight of AML/CFT systems within SFIs.  
Attention was also given to developing legislative proposals to strengthen The Bahamas’ crisis management 
framework for resolving troubled financial institutions. This also extended to a review of the adequacy of 
funding mechanisms for deposit insurance. 

CONCLUSION AND OUTLOOK 

In the near-term, operational shifts are expected to continue in a gradual fashion in the financial services 
sector activities, marked by adjustments in the international regulatory and compliance markets, 
particularly for banks and securities industry operations.  Additional adjustments are also likely in the 
domestic component of banking, to further reduce operating costs, while the domestic insurance and credit 
union sectors could exhibit more stability.  That said, the industry is showing some signs of settling, with 
growth opportunities more emergent in Latin America.  Meanwhile, the sector’s operating footprint 
continued to be constrained by the regularisation of tax compliance for clients from OECD jurisdictions, 
including those favored by the Swiss banking model.  There is nevertheless some indication that financial 
institutions are retaining a higher percentage of such clients than projected, after the regularisation 
process.  In this regard, fundamental conditions, including the sound regulatory regime and abundant pool 
of professionals supporting the industry, continue to promote The Bahamas as a choice jurisdiction, adding 
value for clients in varied dimensions. 

For its part, the Central Bank will sustain its efforts to strengthen the regulatory framework for its SFIs, as 
this remains an important component in The Bahamas’ offering to international clients.  Equally, the 
collaborative posture across all regulators will be strengthened, to support medium-term growth and 
resilience in financial services.  
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Period 2013p 2014p 2015p 2016p 2017p

A. Stamp Taxes on Transactions 74.6 51.2 76.0 66.7 76.4
Gross Insurance Premium Tax 1/ 22.3 21.9 21.9 21.7 22.1
Mortgages 8.4 8.5 9.0 15.5 15.2
Other Banking Transactions 60.5 37.1 66.7 51.0 61.0
Instruments & Bonds 0.1 0.1 0.3 0.2 0.2

B. Licence & Registration Fees 23.3 40.1 32.8 31.3 33.4
International Business Companies (IBCs) 17.2 16.3 16.7 14.4 15.1
Banks and Trust Companies 5.6 23.4 15.7 16.4 18.0
Insurance Companies, Brokers & Agents 0.3 0.3 0.4 0.4 0.3
Financial  & Corp. Svcs. Providers 0.1 0.1 0.0 0.0 0.0
Investment Funds 2/ 0.1 0.0 0.0 0.0 0.0

C. Total Revenues 97.8 91.3 108.8 98.0 109.9

Sources:  Bahamas Government's Treasury Department, Securities Commission of The Bahamas.
Notes: 1/ Premium Tax collected from Insurance Companies

2/ Amounts collected by the Securities Commission.

Table A: Government Revenue from Financial Sector Activities (B$ Millions)
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Period 2013p 2014p 2015p 2016p 2017p

A.  TOTAL EMPLOYMENT 4,785 4,599 4,366 4,256 4,129

1. Non-Bahamians 291 281 290 277 267

2. Bahamians (of which) 4,494 4,318 4,076 3,979 3,862

i) Local Banking 3,121 2,948 2,700 2,614 2,500

ii) Offshore Banking 664 642 557 552 588

iii) Trust Administration 514 526 474 450 525

iv) Other 195 202 345 363 249

B.  TOTAL OPERATIONAL COSTS (1+2+3+4) 628.4 650.1 692.8 708.0 694.9

1. Salaries1
319.9 307.0 316.5 327.0 324.4

i) Base Salaries 276.9 264.2 270.7 278.5 271.6

ii) Bonuses 43.0 42.7 45.8 48.5 52.8

2. Government Fees 33.0 51.7 65.4 69.0 67.2

i) Licence 21.8 37.9 49.0 47.7 50.5

ii) Company Registration 1.6 1.2 1.0 0.4 0.7

iii) Work Permits 4.9 8.0 2.3 2.7 2.6

iv) Other Government Fees 4.8 4.7 13.0 18.2 13.51.6 1.6

3. Staff Training 2.4 2.6 2.1 2.9 2.6

4. Other Administrative Costs 273.1 288.9 308.8 309.1 300.6

C.  CAPITAL EXPENDITURE2
20.0 24.2 32.1 21.7 15.6

D.  TOTAL EXPENDITURE (B+C) 648.4 674.3 725.0 729.7 710.4

E.  AVERAGE SALARY (B$'000)3
57,868 57,457 61,995 65,445 65,784

Source: The Central Bank of The Bahamas
1 Includes bonuses
2 Includes construction, renovation expenses and other fixed assets.
3 Excludes bonuses

TABLE B.  GROSS ECONOMIC CONTRIBUTION OF BANKS AND TRUST COMPANIES IN THE BAHAMAS

(B$  Millions)
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Period 2013p 2014p 2015p 2016p 2017p 2013p 2014p 2015p 2016p 2017p

A.  TOTAL EMPLOYMENT 3,667 3,507 3,253 3,163 3,133 1,118 1,092 1,113 1,093 996

1. Non-Bahamians 43 39 29 34 54 248 242 261 243 213

2. Bahamians (of which) 3,624 3,468 3,224 3,129 3,079 870 850 852 850 783

i) Local Banking 3,121 2,948 2,700 2,610 2,500 -- -- -- -- --

ii) Offshore Banking 48 57 13 15 97 616 585 544 541 491

iii) Trust Administration 320 336 277 263 310 190 190 197 187 215

iv) Other 135 127 234 241 172 64 75 111 122 77

B.  TOTAL OPERATIONAL COSTS (1+2+3+4) 394.8 404.3 434.1 444.3 452.0 233.6 245.9 257.8 263.7 242.8

1. Salaries1
191.7 178.3 176.0 178.8 182.9 128.2 128.6 140.5 148.2 141.5

i) Base Salaries 174.5 163.3 159.9 162.2 166.1 102.4 101.0 110.8 116.3 105.5

ii) Bonuses 17.2 15.1 16.2 16.6 16.8 25.8 27.6 29.7 31.9 36.0

2. Government Fees 22.6 40.8 52.7 57.7 57.5 10.4 11.0 12.7 11.3 9.8

i) Licence 17.4 31.9 41.7 40.7 44.3 4.3 6.1 7.3 6.9 6.2

ii) Company Registration 0.3 0.0 0.1 0.0 0.0 1.2 1.2 1.0 0.3 0.7

iii) Work Permits 2.2 5.8 0.5 0.5 0.6 2.6 2.2 1.9 2.2 2.0

iv) Other Government Fees 2.6 3.1 10.5 16.4 12.5 2.2 1.6 2.6 1.8 0.9

3. Staff Training 1.2 1.1 1.2 2.0 1.7 1.2 1.5 0.9 1.0 0.9

4. Other Administrative Costs 179.4 184.1 204.2 205.9 210.0 93.8 104.8 103.7 103.2 90.6

C.  CAPITAL EXPENDITURE2
15.9 19.6 19.2 14.4 12.6 4.1 4.6 13.1 7.3 3.0

D.  TOTAL EXPENDITURE (B+C) 410.7 423.9 453.2 458.7 464.6 237.7 250.4 271.0 271.0 245.8

E.  AVERAGE SALARY (B$'000)3
47,577 46,558 49,144 51,291 53,028 91,623 92,461 99,562 106,405 105,911

Source: The Central Bank of The Bahamas
1 Includes bonuses
2 Includes construction, renovation expenses and other fixed assets.
3 Excludes bonuses

TABLE C.  GROSS ECONOMIC CONTRIBUTION OF BANKS AND TRUST COMPANIES

  DOMESTIC

(B$  Millions)

OFFSHORE
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Unit 2013r 2014r 2015r 2016r 2017p

Investment Funds Adminstrations
Licensed Investment Funds Number 735 830 885 859 783

Licensed Administrators Number 62 62 66 64 62
Net Asset Value B$ Billions 127.9 134.6 200.2 136.8 n/a

Insurance Companies and Agents Number 147 143 149 148 146
Domestic Companies and Agents Number 128 122 125 127 126

Total Domestic Assets B$ Millions 1,563.7 1,669.5 1,768.1 2,305.0 1,902.8
Average Annual Salaries B$ 44,187 49,327 44,250 44,390 44,746
Operating Costs / Total Expenditures % 88.5 94.3 94.2 97.1 97

External Insurers & Intermediaries Number 19 21 24 21 20

Credit Unions (Active)
Number of Unions Number 7 7 9 10 10

Total Assets B$ Million 327.6 347.7 370.6 395.5 420.3
Employment Number 141 144 154 155 160
Average Annual Salaries B$ 30,090 30,085 29,091 30,404 31,230
Total Expenditures B$ Million 11.06 10.38 10.51 11.20 12.19
Operating Costs / Total Expenditures % 82.8 88.6 92.8 92.8 97.6

Bahamas International Securities Exchange (BISX)

Securities Listed Number 27 29 32 52 53
Shares Traded Thousands 4,084 3,979 3,223 5,553 5,129
Market Capitalization B$ Billion 3.00 3.54 3.68 4.44 3.27

Sources:
The Central Bank of The Bahamas, Bahamas International Securities Exchange (BISX),
The Securities Commission of The Bahamas and The Registrar of Insurance Companies.

Table D: Other Selected Financial Sector Statistics
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MODULE VI

WEALTH MANAGEMENT

OVERVIEW

• The Bahamas offers a myriad of estate planning structures. 

• The Bahamas boasts a professionally skilled workforce offering experienced 

financial planners who offer scenarios and suggestions and impartial advice.

• Wealth management assists the settlor by ensuring that the value of his 

assets is protected as much as possible. 

• Estate planning is sometimes viewed as a trade-off between ready access to 

the settlor’s assets and tax-efficiency and succession planning.
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PRIVATE BANKING

• The Bahamas’ legislative framework for banking business was recently strengthened in 

2020. The high standards and supervisory controls are on par with that of the global 

banking community, while it continues to offer clients a high level of privacy.

• Due to legislative changes affecting the international financial community of The Bahamas, 

and a more sophisticated client base, the focus is toward capital protection and growth. 

• One of the advantages of doing business in The Bahamas is its stable political and 

economic system. These features along with a strong workforce are the main reasons 

international foreign banks establish branches or subsidiary operations locally. 

• The client base of these foreign entities offer private banking services to high-net-worth 

and ultra-high-net-worth individuals and families.

PRIVATE BANKING

• Private banking offers to clients a one-on-one service who may be dealing with 

multiple income streams and business interests that require multipart solutions.

• Each client is assigned a relationship manager whose function is to analyse

liquidity, debt and risk management, investments, tax strategies and estate 

planning. 

• As a branch/subsidiary of an international financial institution the relationship 

manager can draw upon the bank’s expertise in global wealth management to 

craft comprehensive wealth plans that provide sophisticated solutions to address 

your immediate needs and to lay the foundation for future growth.
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PRIVATE BANKING

Additionally, another advantage of banking in The Bahamas is that it has a tax-
neutral environment. This provides protection to family and business assets from 
onshore creditors and civil judgments remain powerful incentives to investors 
seeking a private banking jurisdiction. 

As a Private banking client regularly receive better rates on mortgages, unsecured 
loans and credit cards and more preferential returns on investments than 
traditional institutions. 

In some cases, clients open personal and company accounts to further enhance 
their financial privacy. You can further enhance your financial privacy by forming a 
private company and opening a private account for your business

EXECUTIVE ENTITY

The Executive Entity EE was designed specifically to carry out functions of an administrative, 

office holding, supervisory or fiduciary nature in wealth structuring, including the role of 

shareholder of a private trust company and enforcer, protector or trustee of a trust. 

It is a different structure from traditional asset holding as it has no beneficiaries or 

shareholders.

The EE is a useful tool as  protectors, enforcers, asset allocators and other advisors may be 

an EE. For example, the wealth generator can define the role and function of the protector by 

establishing an EE and incorporating the corporate governance rules in the articles of the EE. 

Corporate governance, increasingly, is important in wealth structures, particularly those which 

are dynastic in nature and which include rated entities.
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EXECUTIVE ENTITY

In a wealth preservation structure, the EE may replace a company or purpose 

trust as the highest shareholder of a PTC, giving rise to additional layers in a 

structure as well as succession issues. 

The country’s mature financial services industry, established infrastructure, 

progressive government, tax neutral environment and luxury lifestyle all have 

been cultivated very carefully to satisfy the specific needs of the most exclusive 

clientele.

https://bfsb-bahamas.com/sectors/wealthmanagement/

WEALTH PLANNING

Wealth planning is the management of the transition of wealth from one 

generation to another with maximum benefit. 

The Bahamas’ advantage point as a wealth center are the following features:

• There is no income tax, estate tax or inheritance tax.

• Assets domiciled in The Bahamas are not subject to forced heirship laws found in civil  

home countries.

• Enshrined privacy laws ensure a high level of confidentiality in the planning and 

disposition of an estate.
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WEALTH PLANNING

• The international landscape has changed over the years with due to FATCA,  

CRS and Beps. No longer is investment overseas considered to be a way to 

reduce or defer tax. 

• What makes the Bahamas attractive is that the client has the ability to accrue 

profits within a tax neutral environment, maximising the efficiency of financial 

assets by increasing the return, safeguarding against loss or ensuring efficient 

distribution.
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The first trust company established in The Bahamas 

in 1936 was The Bahamas General Trust Company Ltd., 

subsequently known as the RoyWest Trust Corporation 

of The Bahamas and now known as Société Générale 

Private Banking (Bahamas) Ltd. Almost 80 years later, 

The Bahamas is widely recognised as a leader in trusts and 

wealth management. The ever-expanding legislative tool 

kit now consists of trusts, foundations and other innovative 

entities that can assist wealth creators with asset 

protection and succession planning spanning generations.

The emphasis on expertise in trust administration and 

wealth planning is magnified in The Bahamas. The 

jurisdiction now hosts the largest branch of STEP (Society 

of Trusts and Estate Practitioners) qualified practitioners 

in the region and is now home to over 250 banks and 

trust companies including a third of the top 20 global 

private banks.

Wealth Management in The Bahamas:  
A Wealth of Experience



As a former British Colony, The Bahamas 
inherited all the laws of the realm including 
the English Trusts Act of 1898. By virtue of the 
Declaratory Act of 1799, English common law is in 
force within The Bahamas as it is in Great Britain. 
This means that Bahamian courts can call on 
the substantial precedent of English courts in 
dealing with matters of trusts and estates except 
where our statute has departed from common 
law precedent.

The History of Trust Laws in The Bahamas

In this way the modern Bahamas trust 
benefits from the best of both worlds: a deep 
bench of precedent and guidance and a very 
progressive statutory framework which has 
freed it from many common law constraints. 
This has been accomplished by innovative 
statutory amendments that make it possible in 
The Bahamas to have perpetual trusts, protective 
trusts, trusts for purposes both charitable 
and non-charitable, private trust companies 
to administer the trusts of related settlors, 
trust substitutes like the foundation, and 
pure governance structures like the Bahamas 
Executive Entity.

1898 1989 1991 1998 2004

TIMELINE | TRUSTS AND FOUNDATIONS LEGISLATION

Trusts Act. Trusts Choice of 
Governing Law Act. 
Choice of Bahamas 
Law recognised as 
pre-eminent for 
all questions.

Fraudulent 
Dispositions Act. 
Creates a two-year 
time period to 
challenge a trust 
on the ground 
of fraudulent 
disposition to defeat 
creditor, after which 
statute barred.

Trustee Act. 
Landmark Act 
creating flexibility 
and acknowledging 
settlor’s reserved 
powers, anti-forced 
heirship laws, etc.

Foundations Act. 
Adapts civil law 
foundation to create 
a legal entity that 
could operate in very 
similar manner to 
Bahamas trusts.
Purpose Trust Act. 
Facilitates the 
creation of authorised 
purpose trusts.



2007 2011

Trustee Amendment 
Act and Bahamas 
Executive 
Entities Act. 
Allows for dynastic 
structures by 
abolishing the rule 
against perpetuities, 
introduced 
trust arbitration 
provisions, affirmed 
validity of hostile 

beneficiary clauses 
and introduced 
concept of “directed” 
trusts. The BEE 
Act created a legal 
entity that could 
act as a “wrapper” 
for individuals 
wishing to serve as 
protector or in other 
governance roles.

Rule Against 
Perpetuities 
(Abolition) Act. 
Abolishes the rule 
against perpetuities 
in relation to wills 
and trusts.

Trusts in Practice

FAMILY TRUST (BAHAMAS)

HOLDING COMPANY

SETTLOR

SETTLOR

GRAND-
CHILDREN

SPOUSE

CHILDREN INVESTMENTS

Potential Discretionary Income
and Capital Beneficiaries

Transfer of assets to structure

Banks and Trust 
Companies (Private 
Trust Companies) 
Regulations. 
Provides specific 
legislation addressing 
the manner in 
which a Private 
Trust Company may 
be established in 
The Bahamas.



FLEXIBLE …

Trusts may be established giving the trustee full discretion 
(subject of course to its fiduciary obligations) as to the making of 
distributions, timing of distributions, selection of beneficiaries, 
exclusion of beneficiaries as well as investment of trust assets. 
These may be guided by a non-binding letter of wishes issued by 
the settlor.

It is also possible for the settlor to reserve many of the powers 
described above without invalidating the trust or to “direct” the 
Trustee as to the exercise of its investment powers under the 
terms of the trust. Directed trusts allow for these powers to be 
exercised at the settlor’s direction or at the direction of a third 
party identified in the trust instrument, which direction the 
trustee must follow in the absence of fraud.

Many settlors have sophisticated investment experience or have 
trusted advisors that do. Directed trust provisions can allow for 
the trustee to be concerned with the administration of the trust 
assets, while leaving the investment of trust assets to the settlor 
or a trusted advisor. A common concern of settlors who have 
operating businesses is the extent to which a trustee may be 
required by its fiduciary duties to interfere in the management 
of such a company. Many trust deeds also include clauses which 
do not require the trustee to interfere in the management of an 
underlying operating company. These provisions are common in 

Features of The Bahamas Trust



Bahamas trusts (and statutorily valid) whether directed or not; 
however, incorporating a directed trust provision makes it clear 
that a settlor may direct how a trustee should exercise voting 
rights attached to the shares of the trust asset, while relieving the 
trustee from liability for executing the direction. An investment 
power includes, “a right or power attaching to any trust property 
(including any power to vote or pass resolutions as a member of 
a company, a holder of any security in a company or a partner of 
a partnership)”.

PRIVATE AND CONFIDENTIAL …

Trust deeds in The Bahamas are not publicly registered though 
Trustees are obliged to perform due diligence on the Settlor, 
Beneficiaries and other parties in accordance with The Bahamas’ 
robust AML, CFT regime. For the purposes of FATCA reporting, a 
Bahamas trustee will be required to report in respect of trusts 
with US beneficiaries only.

Under Bahamas trust law disclosure to contingent beneficiaries 
is limited. If at any time there are no beneficiaries with vested 
interests, trustees have an obligation to ensure that at least one 
person capable of enforcing the trust is informed of its existence. 



Bahamas Law is Supreme

Once Bahamas Law is chosen to govern the trust, all 
questions are referred to Bahamas law including but 
not limited to questions about:

(a) the capacity of the settlor;

(b) any aspect of the validity of the trust or 
disposition, or of its interpretation or effect;

(c) the administration of the trust, whether the 
administration be conducted in The Bahamas 
or elsewhere, including questions as to powers, 
obligations, liabilities and rights of trustees and 
their appointment and removal;

(d) the existence and extent of powers, conferred 
or retained; including powers of variation or 
revocation of the trust and powers of appointment, 
and validity of such powers.

Note that these provisions do not validate dispositions 
which would have been invalid because the settlor 
did not own the property transferred to the trustee 
upon trust nor to dispositions of real property in other 
jurisdictions which by their laws would invalidate such 
a transfer.

ASSET PROTECTION

Bahamas laws contain various provisions that enable 
the Settlor of a Trust or the Founder of a Foundation 
to transfer assets to a trustee or foundation with the 
expectation that his structure and his intention will be 
respected by Bahamian courts.

The Fraudulent Dispositions Act 1991 explicitly states that 
a transfer or disposition made at an undervalue with the 
intent to defraud shall be voidable:

1 At the instance of the creditor with the burden of 
proof on the creditor to prove fraudulent intent; and

2 Only to the extent necessary to satisfy the creditor’s 
claim; and

3 Within two years from the date of the relevant 
disposition after which the claim is absolutely 
statute barred.

In some jurisdictions there is an unlimited time period 
in which to void the disposition making them incredibly 
creditor friendly but settlor averse. Others have swung 
the pendulum the other way, aggressively marketing the 

“practical barriers” to enforcement. The Bahamas has 
recognised that there is a legitimate aim of protecting 
creditors against fraudulent transfers and an equally 
legitimate expectation that settlors’ structures should be 
respected and not open to indefinite attack.

DYNASTIC

In 2011 The Bahamas abolished the Rule Against 
Perpetuities which (with further statutory modification) 
had limited the duration of Bahamas Trusts to a period 
of 150 years. Bahamas trusts can now be set up for an 
unlimited period with an outlook that recognises the 
dynastic intentions of many wealth creators – a sustaining 
plan for wealth that enables generations to contribute to 
and benefit from the structures set up generations before.

These dynastic structures require institutionalised 
governance in order to recognise the long term goals and 
aspirations of the family. Governance in wealth structures 
can often be supported through a protector or protector 
committee which may give advice to the Trustee as to the 
investment of trust assets, timing of distributions and 
addition or exclusion of beneficiaries. The protector or 
protector committee may also retain a “consent” feature 
with respect to fundamental decisions as to the trust 



assets. Usually the protector is a trusted advisor to the 
family or a committee of advisors which may or may not 
include the Settlor or other family members.

This move toward institutionalised governance is a good 
thing but the fiduciary nature of the office of protector 
was something which could subject individuals to almost 
unlimited liability, and corporate vehicles which required 
some structure for ownership made wealth plans 
more complex.

To solve this problem, The Bahamas created the Bahamas 
Executive Entity to act in governance, office-holding, and 
fiduciary roles like a protector, a council member of a 
foundation or other committee, a director, or officer. The 
BEE is ideal because:

1 The BEE is a legal entity with limited liability, whose 
council may comprise individuals which by extension 
have limited liability;

2 The BEE is designed and acknowledged as having a 
governance or office-holding purpose;

3 The BEE is able to purchase liability insurance;

4 The BEE is “ownerless” and self-contained; and thus 
lends itself extremely well to the executive purpose of 
holding the shares of and exercising voting rights in 
respect of a private trust company or other company; 
and

5 The BEE can operate in multi-jurisdiction structures, 
not just Bahamas structures.

FOUNDATIONS

The genesis of both foundations and trusts can be traced 
back to the middle ages, but it is arguable at least in 
the common law world which was a late adoptee of the 
concept, that only recently has the law and regulation 
of foundations matured in such a way as to allow 
the extension of its traditional private planning and 
charitable uses to other non-traditional applications. The 
foundation was adopted in The Bahamas for its extrinsic 
and intrinsic characteristics. The extrinsic characteristics 
accommodated the culture and custom of potential 
founders from Latin America and the rest of the civil law 
world. Its intrinsic characteristics meant that there was a 
reduced fiduciary responsibility for those administering 
the foundation’s assets.

Central to the development of the Bahamas foundation was 
the typical Latin American client’s resistance to the idea 
of being alienated from control of his money, a paradigm 
that is central to the creation of a conventional Anglo-
Saxon trust.

While the landmark Bahamas 1998 Trustee Act provided 
for settlor “reserved powers” trusts, a consensus 
developed that a foundation, a legal entity recognizable 
under the laws of the client’s home country, was an 
essential tool for both Latin American and European 
originating clients. The Bahamas replicated many of the 
provisions found within its trust law applying it where 
the context permits to the foundation. The Bahamas 
foundation is similar to trusts in three ways:

1 It has provisions which recognise the supremacy of 
the governing law of the foundation;

2 It has provisions which protect against forced 
heirship claims;

3 It has provisions which provide for termination of a 
beneficiary’s interest upon challenge.

PRIVATE TRUST COMPANIES 
AND FAMILY OFFICES

After the financial crises many wealth generators 
suffered a crisis of confidence in their institutional 
services providers. As a result, private trust companies 
have grown in popularity because they allow wealth 
creators to achieve more control, greater efficiency and 
better governance.

A Private Trust Company (PTC) is a trust company that acts 
as trustee of one or more trusts for a Designated Person 
or Designated Persons or an individual or individuals who 
are related by consanguinity or other family relationships 
to the Designated Person. PTCs which are not institutional 
trustees but private companies can then be established to 
administer trusts for family members. There are a number 
of key advantages:

(a) The ability to involve trusted advisors and family in 
the governance and administration of the trusts;

(b) Efficiencies created by the consolidation of 
administration within one single purpose entity;

(c) No limitation on the type of assets that can comprise 
the trust, including operating businesses and other 
“risky” or “wasting” assets which institutional trustees 
might be reluctant to accept;

(d) Ease of changing service providers, including trust 
administration if sub-contracted.



PURPOSE TRUSTS

The Purpose Trusts Act 2004 allows for the formation 
of Purpose Trusts in The Bahamas. As a general rule, 
trusts, with the notable exception of charitable trusts, 
are required to benefit-named beneficiaries or classes of 
beneficiaries rather than expressed purposes. The Purpose 
Trusts Act permits the establishment of a trust for non-
charitable purposes. This makes it a commonly utilised 
structure for holding the shares of private trust companies 
and other legal entities, as in the example above. 

Alternatively, the BEE may also be utilised for the foregoing 
purpose eliminating the need for the appointment of an 
authorised applicant/enforcer and a professional trustee.

FAMILY OFFICES

The Bahamas is an ideal platform for family offices either 
as a stand-alone family office or an “offshore” branch of 
a family office established in another jurisdiction. Family 
offices increasingly are becoming institutionalised with 
a significant focus on risk management and performance 
measurement and an emphasis on governance 
and purpose.

The Bahamas provides a financial infrastructure without 
peer which can support the family office giving it access 
to institutional asset management options and first 
class service providers. This has been designated as a 
key growth area for The Bahamas as families and their 
advisors have begun to recognise that there is flexibility 

PROFESSIONAL TRUSTEE
(BAHAMAS)

PURPOSE TRUST

PRIVATE TRUST COMPANY/
HOLDING COMPANY

PROTECTOR FAMILY TRUST #1

IBC

FAMILY TRUST #2

IBC

PROTECTOR

AUTHORISED
APPLICANT/
ENFORCER

Board of Directors of PTCs may consist
of family members or trusted advisors or
Corporate Directors

Protectors may be given 
power such as ability to 
consent/dissent to 
distributions to family 
members and ability to 
exclude beneficiaries from
the class of beneficiaries

Private Trust Companies



in the “size” of the family office footprint in The Bahamas. 
They can choose to build their family offices around one 
or any number of structures or licences which provide 
true and in some cases fully regulated substance in 
The Bahamas:

1 Private Trust Companies;

2 Financial and Corporate Service Providers Licence;

3 Advising and Managing Securities Licence;

4 Bank and/or Trust Licence;

A COMMITMENT TO COMPLIANT BUSINESS

The Bahamas has implemented rigorous KYC/AML 
standards and trust companies are required to collect due 
diligence on parties related to the trust. The Bahamas 
Phase I and II Global Forum Peer Reviews were conducted 
in 2011 and 2013. The Bahamas became a member of the 
restructured OECD Global Forum in 2009, and a part of 
the Peer Review Group that same year. When the Global 
Forum released its Compliance Ratings in November 
2013, high ratings were assigned with an overall rating of 
largely compliant. The Bahamas has signed over 30 Tax 
Information Exchange Agreements.

More recently, The Bahamas in October 2014, adopted 
the new OECD/G20 standard on automatic exchange of 
information agreeing to implement the same in 2018. By 
agreeing to implement the Standard bilaterally and in a 
balanced manner, The Bahamas has affirmed its position as 
a responsible member of the international community.

The Ministry of Finance has been designated as the 
Competent Authority for TIEAs, FATCA and AEOI and has 
been fully resourced for this purpose.



Call the Bahamas Financial Services Board to learn more about
The Bahamas Advantage (242) 393 7001 or email info@bfsb-bahamas.com

bfsb-bahamas.com
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Disclaimer
The contents of this Guide are intended to be only an aid to undertstanding the Bahamas environment for Private Trust 
Companies. The contents do not in any way constitute legal advice to any person for payment or otherwise, and the 
Bahamas Financial Services Board, its members and its directors do not and will not in any way accept responsibility 
or liability for any loss or damage caused by or arising from reliance on the information contained herein. Persons 
reading this Guide are reminded that where a decision is to be made which depends for its correctness on the effect of 
the new legislative provisions discussed herein or on any other legislation or common law rules, professional advice 
should be sought from a firm of qualified legal professionals.
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PRivATE TRuST COMPAniES STREnGTHEn BAHAMAS WEALTH 
MAnAGEMEnT LEADERSHiP

The Bahamas is a leading wealth management jurisdiction, one that meets the needs of clients 
and institutions through unwavering commitments by the Government of The Bahamas, 
financial institutions drawn from around the globe and a strong and committed talent pool 
dedicated to professional development and delivering high quality service.

Providing specific legislation addressing the manner in which Private Trust Companies may 
be established and operated in The Bahamas rounds out a series of steps undertaken in recent 
years to respond, in a comprehensive and competitive manner, to the estate planning needs 
of clients. These legislative initiatives have included the Foundations Act, Purpose Trust Act, 
Smart Funds and the amendment to the Perpetuities Act; all of which in combination with 
Private Trust Companies have solidified the country’s wealth management services.

The commitment by the Bahamas Government is also readily evident by the comprehensive 
regulatory environment, its willingness to refine its policy and legislative environment to 
provide a sustainable and successful financial services platform and its respect for personal 
privacy.

FOREWORD
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From the family with operating companies and charitable foundations to the wealthy client from 
a civil law country, the Private Trust Company (sometimes referred to as “PTC”) may be the 
ideal solution on a number of different levels  including control, influence, privacy, continuity, 
flexibility, education and empowerment, and cost efficiency. in fact the  Private Trust Company 
has become a preferred tool in the structuring of the estate and inheritance planning needs of 
the very wealthy client.

SO WHAT iS A BAHAMAS PRivATE TRuST COMPAny?
A PTC is a company formed for the express purpose of acting as trustee of a specific trust, or 
group of trusts. As such individuals can retain control over the administration of their own 
trusts by establishing a PTC to act as trustee for these trusts.

Where individuals are so minded, the PTC can also act as trustee for trusts settled by family 
members. The benefits of a PTC are then greatly multiplied for current and future generations. 
it is worthy of note that, while the PTC can only act as trustee for a defined class of trusts, there 
are no restrictions on the number of trusts for whom the PTC can act as trustee. Further, there 
are no restrictions on the class of beneficiaries for whom these trusts may benefit.

A Private Trust Company does not provide banking or investment services. unlike “public” 
trust companies, it cannot provide trustee services to the public.

in The Bahamas, a PTC does not carry on trust business and is therefore exempt from licensing 
requirements.

PRivATE TRuST COMPAny ADvAnTAGES
There are many reasons for using Private Trust Companies. The advantages apply equally where 
individuals establish the PTC for the administration of their own trusts or where the benefits of 
the PTC are extended to other family members.

COnTROL
This is a particular issue for people from civil law countries who are not familiar with trusts and 
who are not comfortable putting legal ownership and control of the family’s patrimony in the 
hands of a complete stranger. Provided the PTC is properly run, it should be possible to retain 
control without prejudicing the validity of the underlying trust.

WHAT iS A PRivATE
TRuST COMPAny?
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inFLuEnCE
Other persons simply want to ensure that their trustee is genuinely knowledgeable of, and 
sensitive to, their needs and the background and dynamics of their family so that the trust is 
administered in a manner that is sympathetic to these issues. A private trust company board, 
made up of trust officers, family members and trusted advisers, offers an excellent alternative.

PRivACy
Many individuals, particularly those from jurisdictions where concerns over financial privacy 
are driven by issues of personal safety, are more comfortable having the ability to limit the 
circulation and disclosure of information concerning the family’s affairs.

COnTinuiTy
A long term “trusted advisor” relationship is often preferred by many families to deliver 
continuity of service.

FLExiBiLiTy
A private trust company can tailor its powers and its operations to meet the needs of the family 
and can work closely with the family office.

EDuCATiOn AnD EMPOWERMEnT
Key to the preservation of wealth across generations is that children understand the extent of 
the family wealth, how it is managed, and the problems and responsibilities that it brings. Many 
families choose to do this by involving the next generation, first as members of committees of 
the board of their private trust company and, subsequently, as full board members.

COST
The ongoing costs of a Private Trust Company can be very attractive, particularly at the more 
sophisticated end of the market in which it is most likely to be used.

FiDuCiARy RiSK
The corporate entity enables individuals to act in connection with a trusteeship without 
exposing the assets of the individual to the same risk of unlimited liability, which flows from 
individual trusteeship.

ASSET HOLDinGS
Where the trust is intended to form the basis of the family holdings there inevitably will be 
many non-liquid assets from real estate, boats, aircraft and artwork, to operating companies. if 
they cannot all be held through the same structure, much of the benefit is lost.
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THE
BAHAMAS APPROACH
The Bahamas is committed to the growth of its estate planning services through a clearly 
defined and robust regulatory regime and responsiveness to clients in terms of tailored 
solutions and the preservation of personal privacy.

in this regard, The Bahamas has introduced a comprehensive approach to Private Trust 
Companies designed with a long-term view to ensure it can stand the test of time and provide 
a stable platform for decision making. The key principles underpinning The Bahamas 
approach include:

1. appropriately incorporating the Private Trust Company into the country’s 
    robust financial system through a light regulatory touch.
2. giving due consideration to both clients’ needs and the regulatory themes that 
    may emerge in the future.
3. providing clarity for clients and their advisors.

LiGHT REGuLATORy TOuCH
under the legislation, a Bahamian PTC, like other structures such as the Bahamian trust or 
foundation, does not require regulatory approval or need to seek exemption from regulation. 
The PTC need only arrange its affairs with a regulated Bahamian service provider, termed a 
“Registered Representative”. A Registered Representative, as defined in the legislation, is a 
bank or trust company or a licensed financial and corporate service provider approved by the 
Central Bank of The Bahamas for the provision of these services.

This feature distinguishes the Bahamian PTC from those that are available in a number of 
other jurisdictions and allows for exclusive interaction between the client and its Registered 
Representative without additional regulatory involvement. As a result, client information 
need only be delivered to the offices of the client’s service provider.

ROBuST REGuLATORy EnviROnMEnT
The Bahamas has a comprehensive and mature regulatory environment. in keeping with this 
framework, all institutions qualified to represent the PTC in The Bahamas must be regulated 
by the Central Bank of The Bahamas. The vigorous on- and offsite supervision by the Central 
Bank is, of course, a benefit to the PTC as steps are taken to ensure that persons involved 
with the Registered Representative are “fit and proper” and that the institution adheres to 
key principles.

Similarly, through the services provided by the Registered Representative, The Bahamas can 
be assured of the quality of Private Trust Companies domiciled in the country and able to 
meet its international obligations to promote financial stability.
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CLiEnT SEnSiTivE
The Bahamas recognises that no client or family is the same. As such, a range of options 
should be available to clients and their advisors as they seek to establish the right structure 
for current and future estate planning needs.

The PTC is established to provide trusteeship to a defined class of trusts. in The Bahamas, this 
class of trust is defined by reference to the Designated Person(s). The Designated Person(s) 
is an individual(s) who is identified at the establishment of the PTC and with whom all other 
settlors of trusts, for whom the PTC acts as trustee, must be related. With the option that a 
PTC may have more than one Designated Person, and on the condition they are related to 
each other, the class of trusts that could benefit from the PTC is significantly expanded.

As a result, The Bahamas has provided that its PTC can be utilised by a large number of 
family members for their own estate planning. it also recognises that in some cases the trust 
may have been established prior to the Bahamas PTC and provides for the transfer of trustee, 
notwithstanding that the settlor may be deceased.

With the requirement that the Designated Persons must be related, and that all other settlors 
of trusts, for whom the PTC acts as trustee, must be related, the PTC can act as Trustee for an 
unlimited number of trusts and can benefit anyone (subject to due diligence requirements) 
from the assets of the trusts.

The Board of Directors of the PTC is central to the client securing the benefits of a PTC. The 
Bahamas PTC affords the client full flexibility to appoint the board of directors (subject to 
due diligence) from among family members and/or trust advisors and without the need for 
a Bahamas resident director.

With the PTC, The Bahamas demonstrates its willingness to listen and respond to the market 
and continue in the footsteps of earlier innovative initiatives geared toward meeting the 
evolving needs of clients.

the Bahamas PtC affords the Client full 
flexiBility to aPPoint the Board of direCtors
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RAnGE OF OPTiOnS
While The Bahamas has prescribed that each PTC must secure the services of a Registered 
Representative, the client and his advisor may determine whether they prefer the Registered 
Representative to serve in the capacity as a Director, Secretary or Bahamas Agent. Further, the 
full range of banks, trust companies and financial and corporate service providers available 
in The Bahamas empowers clients with a cluster of high quality institutions from which to 
select their Registered Representative.

in light of the utility of the PTC, The Bahamas has sought to ensure that it provides a full 
suite of solutions to the advisor regarding the “ownership” of the PTC. The Bahamas Purpose 
Trust, Bahamas Foundations or the Bahamas Company Limited by Guarantee are all options 
available to clients. it is noteworthy that the Bahamas Purpose Trust Act confirms that the 
ownership of shares of a company is a valid purpose; this provision was enacted with PTCs 
in mind.

RiSK BASED
To encourage the proper functioning of the Bahamas PTC, a Special Director must be appointed 
who is of good reputation and who possesses at least five years’ experience in a discipline 
relevant to the administration of trusts. However, the appointment of a Special Director is 
not required when a Bahamas bank or trust company acts as a registered representative.

COnFiDEnTiALiTy
Privacy concerns are balanced with the need to reduce the risk to financial stability. Data is 
maintained only with the Registered Representative unless and until the basis for sharing 
information with the Bahamas Government or Central Bank has been triggered.

HiSTORiCAL PERSPECTivE
Prior to the PTC legislation, owning your own trust company was possible but not simple or 
inexpensive. Through the use of a restricted trust company, a person or family had the ability 
to manage and control underlying trusts, but a wide range of restrictions and regulations 
applied. These requirements made the setting up and running of the company a timely and 
costly exercise. The enactment of the Bahamian PTC legislation has removed many of these 
requirements, opening the door to a much wider audience.
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PTC AS TRuSTEE OF TRuSTS
A PTC must state in its Memorandum and Articles of Association that it acts as trustee only 
for a trust or trusts created by or at the direction of a Designated Person or Designated Persons 
(that is, a settlor or settlors) or an individual or individuals who are blood related or related 
by other specified family relationship to a Designated Person.  

The underlying trust can be established in the usual way, and there are is no requirement for 
the beneficiaries of the trust to be related to each other or to the Designated Person.

PuRPOSE TRuSTS AnD PTCs
Shares of a PTC owned by a Purpose Trust
it is noteworthy that The Bahamas Purpose Trust Act, 2004 confirms that the ownership 
of shares of a company is a valid purpose; therefore the shares of a PTC can be owned by a 
purpose trust.

FOunDATiOnS & PTCs
A Foundation can be created or used to own the shares of a PTC
A founder creates a foundation to hold the shares of xPTC.  The founder, members of his 
family and his advisors may be elected as directors of xPTC and they assume responsibility 
for the management of xPTC.

The directors of xPTC might assume a more aggressive investment strategy than an 
institutional trustee would be prepared to undertake and, in the process, might save some 
trust administration expenses.  The founder does not, however, own the xPTC; the foundation 
does.

THE RELATiOnSHiP BETWEEn 
TRuSTS, FOunDATiOnS AnD 
PTCs 
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SuMMARy
Private Trust Companies (“PTCs”) in The Bahamas were introduced by legislation on 27th 
December, 2006 in the form of the Banks and Trust Companies Regulation (Amendment) 
Act, 2006 (“the Act”) followed by the Banks and Trust Companies (Private Trust Companies) 
Regulations, 2007  (“the PTC Regulations”) which came into force on 8th January, 2007.

FEATuRES
•   incorporation
     a)  can be incorporated under either the Companies Act, 
          1992 or international Business Companies Act, 2000
     b)  must have a minimum share capital of $5,000 
•   Designated Person:
     a)   individual named in Designating instrument
     b)   if more than one Designated Person named, then each Designated Person must be a 
           blood relative of or related by some other family relationship to the other 
           Designated Person(s) 
     c)   can be deceased and his trust established by testamentary disposition
•   Designating instrument:
     a)   names the Designated Person(s)
     b)   kept at the office of the Registered Representative
•   Form of Acknowledgement
     a) settlor acknowledges that he is aware that PTCs do not require: 
           i)    directors to possess expertise in trust administration
           ii)   a fidelity bond
           iii)  capital exceeding $5,000 
          iv)   an annual audit
•   Special Director:
     a)   except where an officer of a licensee serves as a Registered Representative, there must 
            be at least one Special Director 
     b)   such Special Director must possess at least five years of experience in a discipline 
            relevant to trust administration (law, finance, commerce, investment management, or 
            accountancy) and be of good repute
     c)   need not be resident in The Bahamas
•   Registered Representative:
     a)   must be separate legal entity
     b)   shall be either a licensee of the Central Bank of The Bahamas (“the Central Bank”) or 
            a Financial and Corporate Service Provider approved by the Central Bank 
     c)   must be resident in The Bahamas 

Key hiGhliGhts of Private
TRuST COMPAniES
leGislation
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     d)   provides the services of a secretary, director, or Bahamas Agent 
     e)   ensures PTC is established for lawful purpose and that it operates as a PTC
     f)    must have a minimum share capital of $50,000 
     g)   must retain copies of certain documents in relation to the PTC
     h)   required to verify and maintain in The Bahamas records of such verification relating 
            to the identities  of the following:
               i)    settlor and any person providing funds or assets subject to trust(s) 
                      administered by the PTC
               ii)   Designated Person(s)
               iii)  protector of trust(s) of which the PTC is trustee
              iv)  any person with a vested interest under trust(s) of which the PTC is trustee
     i)   shall report suspicious transactions to Financial intelligence unit
•   Penalties
     a)   if the PTC fails to comply with directions from the Governor of the Central or 
           engages in illegal conduct, then PTC or the Registered Representative subject to the 
           following sanctions:
              i)     a fine of no more than $5,000
              ii)   a Supreme Court Order compelling compliance
               iii)   amending or varying conditions of the licence
               iv)   requiring substitution of any director or officer
              v)    appointing a person to advise on proper conduct
              vi)   appointing a receiver to assume control of the PTCs or Registered 
                      Representative’s affairs or
              vii)  such other action as the Governor deems necessary.
     b)   Governor of the Central Bank has discretion to petition court to transfer trusteeship 
            to a new trustee
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1.  nAME
The name must include as its final word either “Limited” or “Ltd”.  The name of the PTC 
cannot be misleading or similar to that of an existing company.

2.  CAPiTAL
PTC must have a minimum of $5,000 paid up share capital.

3.  DuE DiLiGEnCE 
PTC must provide the following documents to the Registered Representative:

     •   name and address of the Designated Person(s)
     •   name, address, nationality and curriculum vitae of 
          Special Director
     •   names, addresses, and nationalities of the directors and 
          officers of the PTC
     •   Copies of the trust instruments for each trust 
          administered by the PTC
     •   Memorandum and Articles of Association of the PTC
     •   Form of Acknowledgment

4. DiRECTOR AnD SPECiAL DiRECTOR
At least one director, but if incorporated as a company under the Companies Act, 1992, there 
must be two directors.  Must have a special director who has knowledge of trust administration 
or at least 5 years experience in a discipline relevant to trust administration.  Where the 
Registered Representative acts as a director of the PTC and the Registered Representative is a 
licensee of the Central Bank, the requirement for a special director is waived.

5. MEMORAnDuM OF ASSOCiATiOn
A statement must be included in the memorandum of association to state the PTC acts as 
trustee only for a trust or trusts created or to be created by or at the discretion of a Designated 
Person or Designated Persons or an individual or individuals who are related by blood or 
some other family relationships to the Designated Person described within the Designating 
instrument.

6. REGiSTERED OFFiCE & AGEnT 
A PTC must have a registered office and registered agent in The Bahamas.

ESTABLiSHinG A
PRivATE TRuST
COMPAny
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7. REGiSTERED REPRESEnTATivE 
PTC must appoint a Registered Representative who is required to be in The Bahamas and 
which must be a licensee of the Central Bank or a Financial and Corporate Service Provider 
approved by the Central Bank to act as Registered Representative

8. BuSinESS LiCEnCE 
no business licence is required by a PTC.

9. FEES
PTC must pay a government fee of $5,000.
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AnnuAL COMPLiAnCE CERTiFiCATiOn
under the Banks and Trust Companies (Private Trust Companies) Regulations, 2007 (“PTC 
Regulations”), the directors of a private trust company (sometimes referred to as “PTC”) are 
required to submit an annual certification to their Registered Representative which would 
certify that the PTC continues to qualify as a PTC.  Further, the Registered Representative, 
by Regulation 13 of the PTC Regulations, must obtain from the directors of the PTC a duly 
completed compliance certificate on or before 31st December of each year.  The Compliance 
Certificate should indicate the following:-
 
(i)    that the company continues to qualify as a PTC;
(ii)   that the company has not carried on any business or activity which was 
         prohibited; and
(iii)  that the directors of the PTC have acted honestly and in good faith with a view to the  
         best interests of the company.

nOTiFiCATiOn OF CHAnGE OF REGiSTERED REPRESEnTATivE
A private trust company shall notify the inspector of Banks and Trust Companies of any 
change in the name or address of its Registered Representative.

MAinTAininG MiniMuM SHARE CAPiTAL
A private trust company is required to maintain a minimum paid up share capital of $5,000.

PROviDinG REGiSTERED REPRESEnTATivE WiTH inFORMATiOn
Pursuant to section 35 of the Central Bank of The Bahamas Act 2000, a private trust 
company shall, within 10 days or such shorter period after being requested by its Registered 
Representative, provide its Registered Representative all information that such Registered 
Representative requires to enable the Registered Representative to discharge its obligations 
under the PTC Regulations.

AMEnDMEnT OF MEMORAnDuM AnD ARTiCLES OF ASSOCiATiOn
A private trust company shall not amend its Memorandum or Articles of Association in 
any way that would cause such Memorandum or Articles of Association to be or become 
inconsistent with the company’s acting as a private trust company. 

COnDuCT OF OPERATiOnS
A private trust company shall not conduct its operations in any manner inconsistent with 
the PTC Regulations.

OnGOinG ADMiniSTRATiOn  OF
PTCs 
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MAinTEnAnCE OF BOOKS AnD RECORDS
The Registered Representative must maintain in The Bahamas the following books and records 
in relation to each private trust company for which it acts as Registered Representative:

   (a)   Memorandum & Articles of Association of the PTC;
   (b)   Designating instruments;
   (c)   Cv of Special Director;
   (d)   trust instruments for each trust administered by the PTC; 
   (e)   a list of all private trust companies for which the Registered 
           Representative acts; and
   (f)   at the discretion of the Registered Representative, form of            
          acknowledgement whereby the Settlor acknowledges that 
          he is aware that the following are not required for PTCs:
              (i)      that the Directors possess expertise in trust administration;
              (ii)    fidelity bond;
              (iii)   capital exceeding $5,000;
              (iv)    an annual audit.

FEES
PTC:
Payable on the 1st day of January in every year to continue to be a private trust company 
-    $5,000

Registered Representative:
Payable on the 1st day of January in every year to continue acting as a Registered Representative 
- $2,500
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Private wealth management is the foundation of the Bahamas’ financial services industry. 
With its historic commitment to providing high quality service to families that span the 
globe, The Bahamas is in fact one of the world’s foremost wealth management centres.  
notwithstanding the strength of the country’s private wealth services, The Bahamas is a 
mature financial centre, whose services to a global clientele now include the full range of 
private banking, estate planning, asset management and fund administration services; The 
Bahamas also provides services to the international capital markets, and to the insurance and 
maritime industries.  Corporate registry and legal and accounting services are at the core of 
the multitude of services available in The Bahamas.  

This strength not only reflects The Bahamas’ long history in providing financial services, 
which dates back to the 1930s, but it also reinforces the jurisdiction’s ongoing commitment to 
maintain and grow its presence as a provider of high quality financial services. Furthermore 
it demonstrates the importance and foresight of the many progressive developments in the 
jurisdiction as it continues to meet the requirements of an increasingly sophisticated financial 
services marketplace. These and other essential characteristics were not lost on The Banker, an 
FT publication, which in 2005 named The Bahamas The Best international Financial Centre 
in the Western Hemisphere.

Regulation in the Bahamas has also served the industry well. in The Bahamas, policy makers 
and regulators are committed to open and ongoing dialogue with the private sector. This 
has created an environment designed to encourage the continued growth of the sector 
through adherence to internationally accepted regulatory principles, and efficiency in their 
administration.  The Bahamas also recognizes that it operates in a globally integrated market 
for financial services. As a result, the country’s anti-money laundering legislation is continually 
advanced to meet global best practices and standards.

Market responsiveness is a key focus of the jurisdiction.  The Bahamas has been very careful to 
ensure that its legislative and administrative frameworks are continually refined, facilitating 
services and products to meet emerging market needs.  

Examples of the jurisdiction’s progressiveness include: 
     ➢  The 1995 introduction of the Bahamas’ model of an unrestricted fund administrator 
         which set the standard for the delegation of authority to a regulated financial services 
          provider.  
     ➢  An innovative Trustee Act 1998 whose provisions set the standard for trust legislation 
          and include the retention by the settlor of certain powers without compromising the 
          validity of the trust.
     ➢  SMART©Funds which allows private investment funds to enjoy a supervisory 

THE BAHAMAS: An ESTABLiSHED, 
PROGRESSivE AnD WELCOMinG
WEALTH MAnAGEMEnT 
CEnTRE
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        environment which is appropriate to the fund rather than a broad brush regulatory 
        approach.
   ➢  The first premier Common Law jurisdiction to introduce Foundations. Long recognized 
        in Civil Law countries, the Bahamas Foundation allows for private, commercial or 
        charitable use.
   ➢  Specific Private Trust Company legislation that allows for exclusive interaction between 
        the client and its Bahamian financial services provider with light touch regulation and 
        flexibility to address the unique and varied requirements of families.  

With over 200 banks and trust companies located in The Bahamas, many of the world’s largest 
and most prestigious financial institutions have branches or subsidiary operations in the 
jurisdiction, taking advantage of the country’s stable political and economic system.

The world–wide reach and influence of these institutions, combined with the entrepreneurial 
character of the country’s well regarded niche institutions and related financial service 
organizations, allows The Bahamas to look at business opportunities on a global basis.

The integrity and continuity offered by institutions located in The Bahamas provide a secure 
environment. With personnel committed to the local community, continuity of service is more 
predictable and secure in The Bahamas, and is the basis of its many longstanding institutional 
and client relationships. 

Growth is a priority for The Bahamas.  The jurisdiction has a high capacity to meet the needs of 
institutions through the availability of qualified professionals and land in an ideal location.

As the second largest contributor to the Bahamian economy, the financial services industry 
also provides essential linkages to other vital business sectors.

   •  Second home ownership by global high net worth families is on the rise with the 
       presence and continued development by world-recognised organizations spanning the 
       many islands of The Bahamas. 
   •  The nation’s 23 seaports include a modern container facility – one of the largest in the 
       region of the united States Eastern seaboard -- in a 200-square-mile free trade zone on 

Grand Bahama island.  This strategically located and modern international container 
port is ideal for the transhipment of goods to and from ports in north and South 
America.  The city of nassau also has a major cruise-ship port.  The Bahamas ranks 
number one in the world for cruise ship registry and number three in total world 
tonnage.
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Many of the country’s features complement and support the financial services sector including 
a robust information communication framework, a wide variety of Class A office facilities 
and business support services, excellent flight connections and compelling lifestyle choices, 
including world renowned residential communities, premier hotels and restaurants. 

An independent nation since 1973, The Bahamas marked 275 years of Parliamentary 
Democracy in September 2004 and confirmed its position as one of the oldest, most vibrant 
democracies in the Western Hemisphere.  All political parties in the country support the 
financial services industry.

The legal system in The Bahamas, modelled on the British pattern and independent of the 
political process in the country, provides a well-established environment for international 
business.  The highly respected judiciary of The Bahamas includes a Supreme Court with 
unlimited jurisdiction in civil and criminal matters, a Court of Appeal and a final Appellate 
Court to the Privy Council of London.

The country remains committed to a tax neutral platform in which there are no income, 
capital gains and inheritance taxes.  There is also no stamp duty on security transactions.  
As there is no distinction between Bahamians and non-Bahamians, a person choosing to do 
business or to live in The Bahamas receives the same benefits that Bahamians do.

Most importantly, investors will find a warm welcome when they come to The Bahamas as 
both the jurisdiction and its institutions continue to take steps to ensure they respond to the 
evolving needs of the many faces that populate the spectrum of quality clients.

the leGal system in the Bahamas
Provides a well-estaBlished environment for 

international Business
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ABOUT BfSB 

THE BAHAMAS fINANCIAl SERVICES BOARd (BfSB) REPRESENTS AN INNOVATIVE 

COMMITMENT By THE fINANCIAl SERVICES INdUSTRy ANd THE GOVERNMENT Of THE 

BAHAMAS TO PROMOTE A GREATER AwARENESS Of THE BAHAMAS’ STRENGTHS AS AN 

INTERNATIONAl fINANCIAl CENTRE. BfSB, A PRIVATE SECTOR BOdy, ANd ITS MEMBER 

fIRMS ENjOy A STRONG PARTNERSHIP wITH THE GOVERNMENT Of THE BAHAMAS. 

THIS PARTNERSHIP IS fOCUSEd ON ENSURING THAT THE COUNTRy’S REGUlATORy ANd 

BUSINESS ENVIRONMENT IS SUITABlE fOR BOTH ClIENTS ANd THE INTERNATIONAl 

STATURE Of THE BAHAMAS AS A MEMBER Of THE COMMUNITy Of NATIONS. 

A BROAdly BASEd ANd HIGHly SkIllEd PRIVATE SECTOR CREATES A dyNAMIC MIx Of 

BANkING, TRUST, fUNd AdMINISTRATION, INVESTMENT AdVISORy ANd INSURANCE 

SERVICES IN THE BAHAMAS.  AUGMENTEd By PROfESSIONAl AdVISORS fROM lEGAl, 

ACCOUNTING, REAlTy, INfORMATION ANd COMMUNICATION TECHNOlOGy fIRMS, THE 

BAHAMAS IS A COMPlETE INTERNATIONAl CENTRE.  

fOR fURTHER INfORMATION CONTACT:  

BAHAMAS fINANCIAl SERVICES BOARd       

TEl: ��� ��� �00�

INfO@BfSB-BAHAMAS.COM

www.BfSB-BAHAMAS.COM
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Dynamic, expansive and teeming with life, the reefs surrounding 
The Islands of The Bahamas mirror the vibrant environment 

that is today’s Bahamas financial services industry.
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disclaimer
The contents of this Guide are intended to be only an aid to understanding the legislation reviewed in this Guide.The contents do not
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the bahamas

As a Common Law country,The Bahamas has looked beyond its boundaries and traditions 
to be of greater relevance for estate planning by persons from civil law counties.Through
the enactment of The Foundations Act 2004 The Bahamas has become the first leading
Common Law jurisdiction to introduce foundations legislation.

This progressive move complements and enhances the vibrant wealth management industry
in The Bahamas. It is also consistent with The Bahamas’ long history of establishing
legislation that is attractive to international clientele and which encourages the continued
growth of the country’s financial services sector.

It is not the first bold move to address the needs of clients from civil law traditions.
The Bahamas’ 1998 Trustee Act clarified the ability of a settlor to reserve powers to himself,
a feature of great interest to clients from civil law countries. Further, in 2003 The Bahamas
introduced SMART©Funds which provide light touch regulation to private investment
funds and risk based regulation to bespoke funds.

In crafting its foundation legislation,The Bahamas took careful steps to bridge the common
and civil law worlds, ensuring that civil law features have been properly incorporated for
the jurisdiction’s Common Law environment.This environment includes a long history
of political stability and democratic traditions; a well-respected judiciary; and a large pool
of financial services professionals.Within this environment, the Foundations Act addresses
all the key issues regarding the formalities, administration and juridical nature of Bahamian
foundations.

Further,The Bahamas has led the way in implementing a strong anti-money laundering
regime.The Bahamian Foundation is integrated into this regime through the requirement
for the foundation to have an entity licensed in The Bahamas to act as Secretary; the Secretary
is responsible for conducting due diligence and providing a nexus to the jurisdiction.

We invite you to read the following pages which provide an introduction to foundations
in The Bahamas. It reviews the legislation enabling the establishment of foundations in our
jurisdiction and includes examples of their use in the provision of wealth management
services by practitioners throughout the world.

Detailed information about Bahamian Foundations can also be accessed at 
www.bfsb-bahamas.com. A legislative summary and an outline of the registration
formalities are also available online in Portuguese, French, Spanish and German.

foreword 
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Trusts find their origins in equity; foundations in statute.Trusts date as far back as the
Roman times while foundations have a more recent history.

A trust is fundamentally an agreement, created by deed, between a settlor and trustee for
the benefit of one or more beneficiaries.A foundation, on the other hand, is its own legal
entity. Both, nonetheless, are fundamental tools in estate planning.

Trusts were initially established primarily for estate planning. Foundations were initially
created for the purpose of providing protection for assets as well as preserving
confidentiality at the time of the Second World War.

Foundations have been available in several civil law jurisdictions, starting in Liechtenstein
in the late 1930s, moving to other European countries in years to come and more recently
to non-European jurisdictions, where trusts are not as well known, frequently
misunderstood and not always acceptable.The Bahamas now is the first premier Common
Law jurisdiction to introduce foundations.

There are no doubt many purposes for which trusts or companies are currently used and
for which foundations may also be used. Foundations may be used for estate and tax
planning, asset protection, preserving family wealth and confidentiality, segregation of
assets and establishing charities.When there are purposes for which a company is better
qualified than a foundation, a company could be set up as a subsidiary of the foundation to
meet that requirement.

While there are many similarities between foundations and trusts, there are characteristics
which are unique to foundations. Many of the distinguishing features result from the fact
that a  foundation constitutes a hybrid between a trust and a company, having several aspects
in common with one or the other.

the bahamian foundation:a civil approachto common problems

foundations 3
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the bahamas

Similar to a trust, a foundation can be established by will or by charter, executed by a
founder who may be a natural or legal person. By way of the charter, a founder may reserve
powers to itself such as the ability to revoke the foundation, amend the charter itself or
add or remove beneficiaries.

A foundation may have beneficiaries. Beneficiaries may be named at the time of the
foundation’s establishment, or the charter may provide the procedures for naming them
at a later date.Vested beneficiaries are entitled to be notified of their interests and to receive
a copy of the charter and accounts.

A foundation can also have a protector.The protector can play an active or passive role
depending on the foundation’s charter. For example, the protector may have the authority
to appoint and remove foundation council members or his consent may be required before
the foundation’s council moves forward with certain changes.

Under the Foundations Act, a foundation may be used to avoid forced heirship in other
jurisdictions and is subject to well-established creditor protection provisions. In addition,
the foundation’s charter may include in terrorem provisions and restrictions against
alienation.

Like a company, a foundation, as a distinct legal entity, enjoys limited liability and unlimited
duration. It must be registered and have a registered office. A foundation may also
redomicile in another jurisdiction and a foundation established in another jurisdiction may
redomicile in The Bahamas.

4
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Foundations have several features which make them, in some cases, the preferred option
as an estate and inheritance planning tool, including:

• A foundation is a distinct legal entity which is important for “proper law” questions and
for providing easily recognizable liabilities and accountabilities;

• The founder may reserve powers as provided by the charter;

• There is broad recognition for foundations by civil law countries;

• Assets placed within the foundation are owned solely by the foundation;

• There are no perpetuity period rules applicable to foundations, which provides for
continual, unending succession if that is desired by the founder;

• A change in a foundation’s governing body does not change the legal ownership of the
foundation’s assets; and 

• It is able to sue and be sued in its own name.

Arising from these advantages, the foundation’s council and its officers are less exposed
to possible legal liability. Further, the reservation of powers to the founder is unlikely to
lead a court to consider a foundation structure as a sham.

The Bahamian Foundation, with its flexibility and unique advantages, is an important tool
for global advisors. Other Bahamian advantages include:

• Usage for private, commercial and charitable purposes;

• Dispositions to the Bahamian Foundation benefit from the jurisdiction’s strong and
balanced asset protection law;

• There is no statutory requirement for an external audit unless the foundation’s charter
so provides;

• A nominee may serve as the founder;

• All officers, foundation council members and other supervisory personnel benefit from
statutory indemnification from all liabilities, losses and expenses incurred by a
foundation, provided they acted honestly and in good faith;

foundations 5
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• Council members do not need to be located in The Bahamas;

• In addition to a foundation council, the Bahamian Foundation may have some other
governing body or supervisory person, such as a protector;

• The Founder may assign his reserved powers;

• A foundation established in another country may redomicile in The Bahamas and a 
Bahamian Foundation may redomicile in another country provided that country 
permits redomiciliation.

There are no direct taxes in The Bahamas, thus making Bahamian Foundations ideal for cross
border transactions and international estate and inheritance planning. In addition,the country
enjoys a long history in providing international financial services supported by many of the
world’s largest and most prestigious financial institutions.

The legislative framework for Bahamian Foundations, the country’s common law traditions
and tax neutrality and a well established financial services industry provide a compelling
environment to establish private, commercial and charitable structures.

6
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A foundation, as a hybrid between a trust and a company, creates unique structuring
opportunities.The additional features of a Bahamian Foundation, including the ability to use 
it across private, commercial and charitable structures, open the door for creative planning
opportunities, some of which are noted below.

to invest in family companies 
For example, a founder has a sentimental attachment to X Limited, which has been in his
family for as long as he can remember, and has a beauty products business which employs many
family members. He endows a foundation with the shares of X Limited for the purpose of
retaining the shares to X Limited for the benefit of his family. By this means, the founder
accomplishes his estate planning objectives and avoids the complications which would have
ensued had he placed the shares of X Limited into an ordinary trust.

to own a private trust company
A founder creates a foundation to hold the shares of XPTC. The founder, members of his
family and his advisors may be elected as directors of XPTC and they assume responsibility for
the management of XPTC.The directors of XPTC may assume a more aggressive investment
strategy than an institutional trustee would be prepared to undertake and may save some trust
administration expenses.The founder does not, however, own XPTC, the foundation does.

to provide for philanthropic purposes
Many individuals wish to support a philanthropic purpose which may not be exclusively
charitable.

For example, a founder may wish to endow a foundation whose purpose is to promote efforts
to secure an animal from extinction or to benefit a specific or sporting or entertainment event.

Of course, a foundation may be established for charitable purposes as well.

to separate voting and economic benefits
For example, a founder endows the foundation with non-voting shares of X Limited. The
foundation will receive the economic benefits from the non-voting shares for the family of a
founder while the voting shares continue to be held by the founder in his individual capacity.

usingfoundations
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to provide for an employee share option scheme
Foundations can be useful in the context of employee share option schemes.

For example, Employer A endows a discretionary foundation for the general benefit of the
employees of Employer A, its affiliates and their dependants. The foundation is funded by
contributions from Employer A and in addition, by substantial shareholders in Employer 
A and its affiliates. The foundation benefits employees and dependants generally but also
performs vital functions with regard to share incentive or share option arrangements.

The foundation may use its assets to acquire shares either by purchase or by subscription and
either grant options over such shares or agree to sell them to employees, possibly extending
valuable credit to the purchasing employee.

When the employee wishes to realize his shareholding, the foundation can be a useful vehicle
for repurchasing shares and making them available to other employees. This is particularly
useful for a private company, where sales of shareholdings may be very difficult to arrange or
legally restricted.The foundation can act as a purchaser of the first resort and the foundation
can acquire any shares that are for sale, so that it can offer them to other employees.There may
also be tax advantages for Employer A and the employees in certain jurisdictions.

to perpetuate a particular corporate governance philosophy
As an example, a founder endows a foundation with shares which comprise a controlling
interest in X Limited for the benefit of his family. The foundation council’s mandate is to
evaluate the performance of the CEO, to set the CEO’s remuneration and to adopt and
evaluate policies of corporate conduct and governance.

using foundations continued...
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to provide for subordinated debt
To provide certainty with regard to the ranking of priority amongst creditors involved in a loan
transaction or on the issue of debt securities in an insolvency.

For example, X Limited wishes to borrow from both Z Bank and A Bank. X Limited establishes
a foundation of which both Z Bank and A Bank are beneficiaries.The charter of the foundation
could clearly provide that the rights of Z Bank will be subordinated to those of A Bank.

to hold the benefit of warranties/collateral
In order to avoid novation issues, the foundation would hold the benefit of warranties for a
wider and/or changing class of investors.

For example, X Limited wishes to borrow funds from a consortium of lenders. It is anticipated
that the members of the consortium will change from time to time. X Limited endows 
a foundation in which all lenders are beneficiaries in proportion to the size of their loan.
The foundation incorporates A Limited which becomes the borrower. A Limited enters into
certain warranties and lodges collateral with the foundation for the benefit of the lenders;
as lenders change, they are excluded or added as beneficiaries of the foundation.

to hold assets off balance sheet in connection 
with the securitisation of mortgages, etc.
A foundation provides a convenient means of packaging financial instruments into marketable
securities.

For example, X Limited wishes to sell its mortgage portfolio to a number of investors.
X Limited forms a foundation which incorporates A Limited. X Limited endows its mortgage
portfolio to A Limited and the shares of A Limited are sold to the investors.

9
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A complete copy of the Act is available at www.bfsb-bahamas.com but its provisions and key
features include the following:

• A Bahamian Foundation is by statute a legal entity resident and domiciled in The Bahamas.
It is precluded from carrying on any activity prohibited in The Bahamas or any activity which
it is not licensed to perform.

• As the foundation is a legal entity, assets transferred to the foundation shall be the assets of
the foundation and shall cease to be the assets of the founder.

• As is common with foundations, certain powers may be reserved to the founder.
Alternatively, the law provides for the foundation to have a protector to whom powers can
be vested in the event that a nominee founder is used; or to a foundation council or other
supervisory or governing body/person.

• The Foundation must have a Secretary.

• The foundation must be registered with the Registrar General of The Bahamas.

• The secretary of the foundation must certify to the Registrar General:

• That the foundation charter contains a statement that the value of the assets of the
foundation may not be less than B$10,000.00 or US$10,000.00 or the equivalent
thereof in any other currency.

• That all of the requirements of the Foundations Act in respect of the registration of the
foundation have been complied with.

• The foundation charter or articles may but need not be filed with the Registrar General.
However, as set out in the Act, the charter must include:

1. The name of the foundation with the word “Foundation” or a foreign language
equivalent acceptable to the Registrar as the last word of the name;

2. (a) The name and address of the founder;
(b) If the founder is a legal person, the number and place of registration of that legal

person;
(c) The address in The Bahamas for service of documents on the founder;

3. The purpose or purposes and objects of the foundation;

4. The endowment of the initial assets of the foundation;

a summary of the foundationsact 2004
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5. The designation of the beneficiary, or the identification of a body by which the
beneficiary is to be ascertained, or a statement that a foundation has been formed, to
benefit the public at large;

6. A statement of whether the foundation is established for an indefinite period or a
definite period; if the foundation is established for a definite period the charter must
state that period;

7. The name and address in The Bahamas of the secretary to the foundation and the
registered office in The Bahamas of the foundation, and;

8. A statement that the foundation may not have assets with value of less than B$10,000 
or US$10,000 or the equivalent in any other currency.

• An extract of these minimum requirements must be held at the office of the Registrar
General.

• Re-domiciliation features allow a foundation from another jurisdiction to be re-domiciled to
The Bahamas and for a Bahamian foundation to be re-domiciled to another jurisdiction.

• Vested beneficiaries of a Bahamian foundation must be notified of their interest and will be
entitled to request information from the officers of the foundation.

• Proper records and accounts must be kept by the officers of the foundation which can be
inspected by any officer, foundation council member, founder, auditor or any other
supervisory person (e.g. protector) if any, at any time.

• There are no perpetuity period rules applicable to foundations under this legislation.

• Confidentiality provisions restrict any person acquiring information in his/her capacity as an
officer, protector, council member, attorney or auditor of the foundation from disclosing
such information relating to the foundation without the expressed consent from the founder
and beneficiaries, or as required by law or a Bahamian court.

due diligence
While a Bahamian Foundation can be established for any lawful purpose and provides persons
with a variety of options, it is subject to The Bahamas KYC regime. In this regard, one officer
of the Bahamian Foundation must be a secretary that is licensed as a Bank or Trust Company
or a Financial Corporate Service Provider who must conduct the necessary due diligence and
provide the registered office.
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the bahamas

indemnification
All officers, foundation council members and other supervisory persons benefit from statutory
indemnification for liabilities, losses and expenses incurred by the foundation provided they
acted honestly and in good faith.

Furthermore no officer, foundation council member or other supervisory person shall be
liable for acts, omissions, errors of another person, except through their own gross negligence,
willful deceit or misconduct, fraud or dishonesty.

exemptions
A Bahamian foundation is exempt from business license fees, income tax, capital gains tax and
gift, estate and distributions tax on income or distribution accruing to or derived from the
foundation or in connection with any transaction to which the foundation is a party.

It is also exempt from stamp duty, except when Bahamian real estate is included in the assets
of the foundation.

Exchange Control Regulations also do not apply to a foundation, provided the foundation does
not have any founders or beneficiaries who are treated as residents for Exchange Control
purposes.

registration formalities
The registration process for Bahamas Foundations is comparable to that of a company
registration in The Bahamas and, similarly, Bahamas Foundations will be registered by the
Registrar General.

Like a company, the name of the Bahamas Foundation must first be reserved at the Registrar
General’s Office prior to the submission of the necessary documentation.The Registrar will
confirm that the name of the foundation is valid for use and that the name chosen has been
reserved for a period of 90 days.

Once the foundation name has been reserved, the required documentation may be submitted
to the Registrar before the expiration of the 90-day period.This documentation will include
the application for registration and statement signed by the secretary of the  foundation or any
attorney engaged to form the foundation.

The relevant fees must also accompany the documentation submitted for acceptance 
by the Registrar.The fee for the registration of a Bahamas Foundation is $500. However, the
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legislation allows for this fee to be prorated by each calendar quarter. For example,
a foundation being registered between April and June will incur a registration fee of $375
while a foundation being registered between October and December will pay $125 for that
year.The annual fee payable for each subsequent year will also be $500.

The charter of a foundation establishes the basis for the structure as a legal entity and areas of
accountability.As a result, careful consideration must be given to the objectives of the founder
and the desired governance of the foundation.

Importantly, the foundation’s intent to manage its own assets must be set out in the charter.
The charter must designate the beneficiary or identify the means by which the beneficiary is
to be ascertained, or state that a foundation has been formed to benefit the public at large.

Many options are available to the founder. The mechanisms for the appointment, removal,
period of office and representative authority of officers of the foundation, including the
number and description of such persons and the appointment, removal and period of office of
the auditor, if any, to the foundation are at the discretion of the founder. Unless the foundation
is public in nature, the charter is likely to reserve the right to appoint or remove an auditor to
the founder or to make such appointment optional.

Providing for the endowment of supplementary assets of the foundation in addition to the
initial assets is a very important step in drafting the charter of a foundation.The absence of this
provision may inhibit the ability to make further contributions to the foundation.

The addition or removal of beneficiaries, the appointment of a foundation council or other
supervisory persons such as a protector or committee of protectors and specifying the duties,
functions, powers and rights to remuneration of a protector or committee of protectors and
specifying circumstances in which the charter may be amended, if any, are useful planning tools.

the charter drafting provisions 
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A fundamental consideration is the reservation of rights or powers to the founder. The 
founder may retain the power of appointment and removal of the foundation council; power
to appoint and remove officers; to nominate, add and remove beneficiaries; to establish the
dispositive provisions of the foundation; to retain powers, to give advice or directions with
regard to investments; to appoint and remove a protector, protector committee or some
similar body; and power to amend and revoke the charter.The founder may assign his powers
to any person.

The charter, importantly, may require or permit the making of articles. Where the charter
provides that articles shall or may be made, such articles may without limitation include
regulations:

• Concerning the distribution of assets made, or to be made, by the governing bodies of the
foundation;

• Providing for the identification of any initial beneficiaries, or any beneficiaries to be
designated at a later date, of the foundation;

• Providing for the identification of the remaining beneficiary upon a winding down of the
foundation; and

• Providing for the regulation of any governing bodies of the foundation.

In the absence of articles, the Act will apply.

the charter continued...
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The Bahamas continues to meet the requirements of an increasingly sophisticated financial
services marketplace. Its reputation as an efficient, experienced and knowledgeable player in
this area is well established.

At the core of this success is a robust legislative environment. While the Foundations Act
provides The Bahamas’ industry with a new tool drawn from the civil law tradition, it is just
the latest in a series of legislative developments designed to strengthen The Bahamas business
and regulatory environment.

A Purpose Trust Act, a Segregated Accounts Companies Act, enhancements to the International
Business Companies Act and an amendment to the Perpetuities Act are other important
legislation enacted in 2004.

The launch of these products follow the passing of an updated Investment Funds Act, one that
introduced a comprehensive platform for the investment funds regime with Standard,
Professional and SMART© funds.

The legislative agenda for financial services will remain active.

Equally important as client-driven legislation is a sound regulatory environment. The
government has made it clear that the jurisdiction will continue to be blue chip and well
regulated, qualities fundamental to The Bahamas’ continued success as a financial centre.

Banks and trust companies have been regulated since the 1960s.The country became one of
the first international financial centre to criminalize money laundering in 1996.

15
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The legislative framework for the financial services industry currently includes:

Bahamas International Securities Exchange
Bank and Trust Companies Regulations Act 
Central Bank of The Bahamas Act 
Computer Misuse Act
Criminal Justice (International Co-operation) Act and Regulations
Data Protection Act 
Electronic Communications and Transactions Act
Evidence (Proceedings in Other Jurisdictions) Act and Regulations
Exempted Limited Partnership Act
External Insurance Act
Financial & Corporate Service Providers Act and Regulations
Financial Intelligence Unit Act
Financial Transactions Reporting Act and Regulations
Foundations Act and Regulations
Fraudulent Disposition Act
International Business Companies Act
Insurance Act
Investment Funds Act and Regulations
Perpetuities Act
Proceeds of Crime Act
Purpose Trust Act
Securities Industry Act and Regulations
Segregated Accounts Companies Act 
The Trusts (Choice of Governing Law) Act
Trustee Act

strong credentials for wealth management
In The Bahamas the provision of banking and trust services to the international financial
community dates back to the 1930s.

Another key factor is the presence of quality financial service providers. More than 250 banks
and trust companies are licensed to operate in The Bahamas, taking advantage of the country’s
stable political and economic system, and establishing the jurisdiction as a regional leader in
wealth management.

financial services continued...
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All of these quality financial service providers maintain a physical presence in the country,
and together employ more than 4,000 individuals. There are also more than 60 institutions
licensed to provide fund administration and some 90 licensed to provide broker-dealer and/or
investment advisory services.

Capital markets, accounting and legal services, e-business, insurance, and corporate and
shipping registries complement the core areas of the country’s wealth management products
and services.

The Bahamas’ strong position in the wealth management area is not just rooted in its financial
architecture and its widely respected service providers. It can also be attributed to a number
of favourable political, economic and business characteristics and features.

asset security  Standard & Poor’s has assigned ‘A-’ long-term and ‘A-2’ short-term
Sovereign credit ratings to The Bahamas and Moody’s has rated the Bahamas’ sovereign debt
“A-3”, reflecting the country’s political stability, stable economy and steady macroeconomic
stance.

tax neutrality The country remains committed to a tax neutral platform by which
there are no income, capital gains, inheritance and payroll taxes.

political stability An independent nation since 1973,The Bahamas marked 275 years
of Parliamentary Democracy in September 2004 which ranks it as one of the oldest, most
vibrant democracies in the Western Hemisphere. All political parties in the country support
the financial services industry.

legal system The legal system in The Bahamas, modeled on the British system and
independent of the political process in the country, provides a well-established environment
for international business.The highly respected judiciary of The Bahamas includes a Supreme

the government has made it clear thatthe jurisdiction will continue to beblue chip and well regulated
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Court with unlimited jurisdiction in civil and criminal matters, a Court of Appeal and a final
Appellate Court in the Privy Council of the United Kingdom.The rule of law is upheld and
respected in The Bahamas.

training & development The uniqueness of The Bahamas is its ability to deliver on
the “3 Cs” – Commitment to the industry and Continuity and Consistency in service to clients.

Training and development is a primary reason why The Bahamas has been able to maintain such
high standards in the wealth management area.While individual companies maintain their own
programs, a common thread among them is the Bahamas Institute of Financial Services, which
is supported by all of the major commercial and offshore banks operating in the country and
has evolved into a leading training organization for all levels of employees in the financial
services sector.

Other established industry training bodies include the Bahamas Association of Compliance
Officers, the Bahamas Society of Financial Analysts, the Insurance Institute of The Bahamas 
and the Society of Trust and Estate Practitioners.

sound regulation The Central Bank of The Bahamas, the Securities Commission of
the Bahamas the Registrar of Insurance Companies, and the Compliance Commission ensure
adherence to international standards of performance, service and confidentiality through a
comprehensive and progressive regulatory and supervisory framework. Through their
international affiliations they monitor and adhere to the principles espoused by the Basle
Committee, International Organization of Securities Commissions (IOSCO), Council of
Securities Regulators (COSRA), International Association of Insurance Supervisors (IAIS),
International Monetary Fund (IMF) and Financial Action Task Force (FATF).

The Bahamas’ Financial Intelligence Unit is a member of The Egmont Group of Financial
Intelligence Units. It is a key agency of the rigorous anti-money laundering framework in 
The Bahamas.

location In the global marketplace, The Bahamas is well positioned with its location 
at the crossroads of the Americas and its traditional ties to Europe to facilitate investment 
into major centres. Legislation that greatly facilitates international purchase of real estate in
The Bahamas has attracted an increasing number of second-home buyers from abroad. For
example, purchase of a home over $500,000 provides eligibility for permanent resident status.
This is attractive to business executives who trade internationally through Bahamas-based
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operations and who wish to take advantage of the absence of direct income tax in The Bahamas.

involved professional bodies With a long history of positive contribution to the
industry’s development, the country’s professional bodies also provide government a window
to the international financial services industry to better identify and respond to change.
Formed in 1976, the self-regulatory Association of International Banks and Trust Companies
in The Bahamas promotes a high level of ethical conduct and management standards. Similarly,
the Bahamas Institute of Chartered Accountants functions as a self-regulatory body, ensuring
compliance with International Auditing and Accounting Standards and Rules of Professional
Conduct.The Bahamas Bar Association is also a self-regulatory organization.

Other industry groups which are part of this extensive resource base are the Clearing Banks
Association, the Bahamas Association of Fund Administrators, the Bahamas General Insurance
Association, the Bahamas Real Estate Association the Bahamas Association of Compliance
Officers, the Bahamas Society of Financial Analysts, the Society of Trust & Estate Practitioners
and the Bahamas Institute of Financial Services.

professional community The professional community in The Bahamas plays an
integral role in the continued development of the international services sector.

There are more than 700 attorneys practicing in The Bahamas, from firms of various sizes.
Many of the firms specialize in international financial services. The British-based legal system
means that most attorneys in The Bahamas have been trained and qualified in the United
Kingdom, and consequently are very familiar with practices and concepts arising from English
case law, including trust business.

The Bahamas also has an impressive selection of well-qualified and experienced public
accountants, of which more than 400 hold international designations.

direct investment policy  The Bahamas has a liberal direct investment policy, with
government encouraging and promoting an investor-friendly environment. The Bahamas
Investment Authority (BIA) is a one-stop shop designed to cut red tape and facilitate
coordination among relevant government agencies.

infrastructure The Bahamas’ superior physical infrastructure includes six
international airports served by international airlines providing links to the world.The nation’s
23 seaports include a major cruise-ship port in Nassau and a modern container facility – one
of the largest in the region of the U.S. Eastern seaboard – in a 200-square-mile free trade zone
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on Grand Bahama Island. This strategically located and modern international container port 
is ideal for the transshipment of goods to and from ports in North and South America.
The Bahamas ranks number one in the world for cruise ship registry and number three in 
total world tonnage.

Telecommunications services in the islands are “state-of-the-art” and are well positioned for
redundancy, high speed and substantial bandwidth in a competitive environment.

the bahamas. the better choice.
The Bahamas is ideally positioned as a leading international business centre, with the existence
of a highly skilled professional talent pool, legislation conducive to business, a risk based
regulatory environment, and systems for the prevention and detection of money laundering
and financing of terrorism. The depth and quality of financial services institutions is
complemented by the provision of a tax neutral platform for all business activity. It is also a
country committed to its democratic traditions, fiscal prudence, and a strong public-private
sector partnership.
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alexiou knowles & co.
St.Andrew’s Court, Frederick Street Steps
P.O. Box N-4805 Nassau, N.P., Bahamas
Tel: 242.322.1126
Fax: 242.328.8395
Contact: Robert Van Wynen
Email: info@bahamaslaw.com
www.bahamaslaw.com

banque scs alliance
(nassau) ltd.
Alliance House, East Bay Street
P.O. Box N-1724 Nassau, N.P., Bahamas
Tel: 242.394.6161
Fax: 242.394.6262
Contact: Pauline Creary-Lightbourne
Email: pcreary@scsalliance.com
www.scsnassau.com

bank of nova scotia
trust company
(bahamas) limited
Scotia House, East Bay Street
P.O. Box N-3016 Nassau, N.P., Bahamas
Tel: 242.502.5700
Fax: 242.393.0582
Contact: Don Stubbs/Michel Normandeau
Email: don.stubb@scotiatrust.com
Email: michel.normandeau@scotiatrust.com
www.scotiabank.com

butterfield bank
Montagu Sterling Centre 
3rd Floor, East Bay Street
P.O. Box N-3242 Nassau, N.P., Bahamas
Tel: 242.393.8622
Fax: 242.393.3772
Contact:Timothy J. Colclough
Email: timothy.colclough@butterfieldbank.bs
www.butterfieldbank.bs

callenders & co.
One Millars Court, Off Shirley Street
P.O. Box N-7117 Nassau, N.P., Bahamas
Tel: 242.322.2511
Fax: 242.326.7666
Contact: Michael Scott
Email: nassau@callenders-law.com
www.callenders-law.com

cibc trust company
(bahamas) limited
Goodman’s Bay Corporate Centre
West Bay Street
P.O. Box N-3933 Nassau, N.P., Bahamas
Tel: 242.356.1800
Fax: 242.328.2102
Contact: Glen Brown
Email: Glen.Brown@WI.CIBC.com
www.cibc-global.com

gottardo trust 
company ltd.
Goodman’s Bay Corporate Centre
West Bay Street 
P.O. Box CB-10976 Nassau, N.P., Bahamas
Tel: 242.502.2200
Fax: 242.502.2310
Contact: Shira Mackenzie
Email: shira.mackenzie@gottardo.com
www.gottardo.com

lennox paton
Fort Nassau Centre, Marlborough Street
P.O. Box N-4875 Nassau, N.P., Bahamas
Tel: 242.502.5000
Fax: 242.328.0566 
Contact: Michael Paton
Email: mpaton@lennoxpaton.com
www.lennoxpaton.com

lombard odier darier
hentsch private 
bank & trust limited
Goodman’s Bay Corporate Centre
West Bay Street 
P.O. Box N-4938 Nassau, N.P., Bahamas
Tel: 242.302.2100
Fax: 242.302.2101
Contact: Christian Coquoz
Email: christian.coquoz@lodh.com
www.lodh.com

oceanic bank 
& trust limited
Bayside Executive Park,West Bay Street
P.O. Box AP-59213 Nassau, N.P., Bahamas
Tel: 242.502.8822
Fax: 242.502.8840 
Contact: Natika Whitfield
Email: Natika@oceanic.bs
www.oceanic.bs

sg hambros bank & trust
(bahamas) limited
West Bay Street
P.O. Box N-7788 Nassau, N.P., Bahamas
Tel: 242.302.5000 
Fax: 242.326.6709
Contact: James Hoar/Scott Morrison
Email: james.hoar@sghambros.com
Email: scott.morrison@sghambros.com
www.sghambros.com

oursponsors

 



about bfsb
the bahamas financial services board (bfsb) represents an innovative commit-
ment by the government, in particular the ministry of financial services 
& investments, and the financial service industry, to promote a greater 
awareness of the bahamas’ strengths as an international financial centre.

the strength of bfsb is found in the effective partnership with the government
of the bahamas and its member firms. this partnership is focused on ensuring
that the country’s regulatory and business environment is suitable for both
clients and the international stature of the bahamas as a member of the 
community of nations.

a broadly based and highly skilled private sector creates a dynamic mix of
banking, trust, fund administration, investment advisory and insurance services
in the bahamas. augmented by professional advisors from legal, accounting,
realty, information and communication firms, the bahamas is a complete 
international centre.

for further information contact:
bahamas financial services board
tel 242.326.7001
fax 242.326.7007
info@bfsb-bahamas.com
www.bfsb-bahamas.com

 







Nimbleness and innovativeness are embedded in the 
DNA of The Bahamas; one might say that this is a direct 
consequence of the country’s sovereignty. Independent 
since 1973, The Bahamas has been able to “chart its own 
course” in the development of legislation and policies 
which aid the development of the investment funds sector.

Innovation is carefully planned and based on an inherent 
understanding of the business environment and needs of 
our clients and yours. These are not knee-jerk reactions 
to market or political conditions but measured responses 
that build on the trust and confidence that The Bahamas 
has earned.

This agility is clearly evident in The Bahamas’ evolving 
investment funds sector which is attracting the attention 
of fund managers and investors around the world and 
has added a new dimension to the jurisdiction’s wealth 
management and advisory capability. In the last five years 
The Bahamas has seen upwards of 60% growth in the 
number of investment fund registrations attributed to many 
factors including the growing recognition and popularity of 
the investment fund vehicles known as the SMART© Fund 
and Professional Fund.

Bahamas Investment Funds:  
Innovation Nation



REGULATED …

While The Bahamas has a long history in the funds business it 
was The Investment Funds Act 2003 (“the Act”) that positioned 
The Bahamas at the cutting edge of modern investment fund 
administration. The Bahamas is home to more licenced investment 
funds than many of the leading hedge funds centres, and has 
no class of investment funds which is exempt from licencing or 
registration. This is in keeping with what we see as a trend toward 
having asset allocation and management vehicles that are firmly 
within the regulatory scope, giving comfort to institutional and 
individual investors.

QUICK TO MARKET …

The Bahamas has a framework that enables efficient process-
ing of licence applications. Unrestricted Fund Administrators 
licenced in The Bahamas have been given delegated authority to 
issue licences to funds they administer with a time period within 
which to file those documents with the Securities Commission. 
The Securities Commission of The Bahamas is a member of the 
International Organization of Securities Commissions (IOSCO) and 
The Bahamas is a signatory “A” jurisdiction signalling the highest 
standards in regulation.

A great attribute of Bahamas investment funds is that their 
streamlined set up does not, by any means, diminish their robust-
ness as properly organised and duly regulated investment funds.



FLEXIBLE …

While all investment funds have mandated disclosures (like 
subscription and redemption policy, method of NAV calculation 
and valuation of assets) there are no regulatory or legislative 
constraints on the choice of strategy for a fund or consequently on 
the nature of investments it can hold.

The Act recognises four classes of Funds: Standard, Professional, 
Recognised Foreign and SMART Fund.

The Standard Fund anticipates an offering to the general public, 
and is a highly regulated, modern investment vehicle designed to 
operate as a retail collective investment scheme.

The Professional Fund is designed for institutional and 
sophisticated investors, and may be licenced by an Unrestricted 
Administrator (or directly by the Securities Commission) thereby 
enabling faster time to launch.

The Recognised Foreign Fund is an investment fund licenced or 
registered in a prescribed jurisdiction that wishes to register in 
The Bahamas to accommodate the selling of its interests from or 
within The Bahamas.

The SMART Fund is an investment fund that may be licenced 
under one of seven different SMART Fund templates. Each 
template was designed to meet a unique business case and the 
regulatory requirements for licencing are appropriately adjusted 
to meet the risk associated with the template.



Professional funds are designed to be quick to 
market, flexible and robust investment vehicles 
for institutional or sophisticated investors meeting 
minimum net worth qualifying requirements. 
Professional funds must be audited annually and must 
appoint a licenced investment fund administrator. 
Professional Funds are also required to have a full 
offering memorandum with all of the mandated 
statutory disclosures, including the names of key 
parties to the fund, investment objective and policy, 
subscription and redemption policies, etc.

Professional Fund investors may be one or more of any of 
the following:

(i) a bank or trust company licenced by the Central Bank 
of The Bahamas or licenced in a prescribed jurisdiction,

(ii) any registered broker-dealer or firm registered as 
a securities investment advisor by the Commission and 
which maintains a minimum of $120,000 of regulatory 
capital or registered in a prescribed jurisdiction,

(iii) any insurance company licenced under the laws of 
The Bahamas or licenced in a prescribed jurisdiction,

(iv) any investment fund licenced or registered under 
the IFA or regulated in a prescribed jurisdiction,

(v) any natural person whose individual net worth or 
joint net worth with the person’s spouse exceeds one 
million dollars,

(vi) any natural person who had an individual income 
in excess of two hundred thousand dollars in each of 
the two most recent years or joint income with that 
person’s spouse in excess of three hundred thousand 
dollars in each of those years and has a reasonable 
expectation of reaching the same income level in the 
current year,

(vii) any trust with total assets in excess of five million 
dollars, or

(viii) any entity in which all of the equity owners 
satisfies one of the above requirements.

Fast Track Professional Funds
Speed to market is a factor that was recognised several 
years ago by the SCB when its published guidelines 
provided direction for the fast tracking process of 
applications for Professional Funds that target accredited 
or high net worth investors only. Under this process the 
SCB guarantees approval of these categories of investment 
funds within 72 hours of receipt of a complete application 
and complement the fast tracking process that already 
existed for Unrestricted Fund Administrators (UFAs) to 
licence Professional Funds as well as SMART Funds. 

The Clear Choice for Professional Funds



Providing financial services to a sophisticated 
international clientele requires a sophisticated 
legislative approach. In introducing the SMART Fund 
concept, the Securities Commission of The Bahamas 
was mindful of the need for flexibility to adequately 
cater to the evolving needs of the global marketplace.

SMART is an acronym which stands for:

SPECIFIC MANDATE Each template is designed 
with a specific object or purpose in mind
ALTERNATIVE REGULATORY The regulatory 
profile is adjusted to the risk profile of the fund
TEST FUND Promoters have the opportunity 
to create a template, to have that template 
approved by the Commission and adopted 
as a new template for wide use

The Bahamas SMART Fund concept caters to the 
modern dynamic market. It is an innovative, progressive 
and flexible product to attract new investment funds 
and re-organise existing funds to better suit the 
needs of clients. SMART Funds enjoy a supervisory 
environment appropriate for the limited number of 
investors and specific nature of the fund and does 
not suffer the ‘broad brush’ regulatory approach.

SMART Funds allow The Bahamas to create country-
specific, market-specific and client-specific structured 
products that are fully transparent and cross-border 
compliant. There are several features that all SMART Funds 
have in common:

1 Investors may unanimously waive the audit in favour 
of filing semi-annual performance reports. This may be 
utilised for any number of reasons, including managing 
the ongoing cost of the fund. Alternatively, the illiquid 
nature of the fund’s assets may be such that it is 
appropriate to delay audit e.g. in the case of a private 
equity fund an annual audit might be unnecessary 
because the positions are determined only on the 
happening of a liquidity event. Finally, in the case of a 
classic master feeder structure, a decision may be taken 
to consolidate the audit onshore.

2 Investors may adopt a streamlined term-sheet with 
appropriate disclosures.

3 Most have a maximum number of investors, whether 
that be 5, 10 or 50.

The Bahamas SMART Fund is a shining example of 
the jurisdiction’s reputation for ingenuity, providing 
industry participants with the means to provide clients 
with innovative, progressive and flexible structuring 
solutions via a regulated vehicle, domiciled in a premier 
international financial centre.

According to the Securities Commission of The Bahamas 
(SCB), the number of active SMART Funds has more than 
doubled in the past five years. The number and type of 
SMART Funds remain an open opportunity, effectively 
creating a mechanism for promoters to approach the 
regulator for approval of a specific business case and for 
that fund, if approved, to be allocated a risk based licencing 
and supervisory regime tailored for its use. This template 
then is able to be utilised by other funds, fitting the 
parameters and requirements of the template.

The Smart Idea Behind SMART Funds



There are now seven distinct risk-
adjusted SMART Fund templates or 
models: 

SFM001 An Investment Fund 
where the promoter is a financial 
institution and the investors in 
the Investment Fund are also 
customers of the financial institution 
and party to a Discretionary 
Management Agreement with the 
financial institution.

SFM002 An Investment Fund that 
has no more than ten investors 
who hold equity interests in the 
Investment Fund who meet the 
criteria of an “Eligible Investor” in a 
Professional Fund and the majority 
of whom have the power to appoint 
and remove the operators of the 
Investment Fund. The fund may be 
licenced and launched on the same 
day through an Unrestricted Fund 
Administrator or have a 72-hour 
response through the SCB.

SFM003 An Investment Fund that 
has no more than 15 investors holding 
equity interest in the Investment Fund, 
the majority of whom have the power 
to appoint or remove the operators of 
the Investment Fund.

SFM004 An Investment Fund with a 
maximum of five investors operating 
as a private investment company. It 
may be used as a credible, licenced 
holding vehicle.

SFM005 An Investment Fund with 
a maximum of five investors holding 
equity interests and operating as 
a private investment structure for 
individuals/families. Each investor 
must be a person to whom a 
Professional Fund may be offered, 
permitting same day launch by a 

unrestricted fund administrator or 72-
hour response through the Securities 
Commission of The Bahamas.

SFM006 A special purpose vehicle 
designed to hold the illiquid or “hard-
to-value” assets of another Bahamas 
investment fund which offers a 
significantly lighter administrative 
and cost effective environment for 
the assets whilst respecting the 
ownership rights of the investors and 
creditors (if any) of the original fund.

SFM007 An Investment Fund 
that may be offered, on a private 
placement basis, to up to 50 “super-
qualified investors” who must 
each make a minimum initial 
subscription of US$500,000. This SFM 
has been designed for use mainly 
by institutional investors, such as 
pension funds, funds of funds and 
master-feeder structures; however 
natural persons and private entities 
are also eligible investors. Due to the 
very significant minimum investment 
amount per investor, the SFM007 has 
a reduced structural risk profile and 
counter parties may benefit from 
maximum flexibility with respect 
to appointment and domicile of 
service providers.

The directors of the SFM007 Fund may 
choose the appointment and location 
of the fund administrator, similar to 
the appointment of any other service 
provider. Such dynamics are crucial 
because these decisions tend to be 
driven by many factors, including the 
fund’s investment strategy, investor 
profile, cost, time zone, etc. In 
addition, the administrative functions 
may be expressly contracted by the 
SFM007 to any reputable service 
provider in any approved jurisdiction 
on an “as needed basis”. Any 
functions not so delegated remain the 
responsibility of the directors. 

AVAILABLE STRUCTURES 
FOR INVESTMENT FUNDS

Investment funds may be 
structured as any one of 
the following:

International Business Company 
“IBC” 
An IBC is a corporate vehicle that may 
be licenced as an investment fund. 
IBCs are incredibly flexible and there 
is no requirement for a local director 
in The Bahamas.

Segregated Accounts Company 
“SAC” 
An IBC registered as a segregated 
accounts company which may operate 
segregated accounts. Segregated 
accounts allow assets and liabilities 
to be linked to separate accounts and 
the issue of shares may be linked to 
such segregated account. This ensures 
that there is no cross-contamination 
between segregated accounts such 
that if one account is operating at a 
loss, it does not affect another and any 
gains realised from an account are 
also only available to account owners 
of the account that the assets and 
liabilities are linked to.

Exempted Limited Partnership 
“ELP” 
An ELP is registered by one or more 
General Partners and Limited Partners 
with the intention to offer limited 
partnership interests to investors.

Unit Trust 
A unit trust is established by a Trust 
Deed and administered by a Trustee 
with units offered to investors. A unit 
trust has no legal personality.

Investment Condominium “ICON” 
An agreement between one or 
more participants to pool assets 
for the purposes of operating as an 
investment fund. An ICON does not 
possess legal personality though 
its administrator is empowered to 
represent it in all contracts, signing 
these in the name of the ICON. The 
ICON is deemed to own its assets and 
property. 

SMART 
Funds



The Bahamas Investment Condominium: 
A True ICON

While the number of SMART Funds on the register 
grows, The Bahamas has taken the lessons learned 
from the success of this product and applied the same 
innovative approach in creating and introducing the 
Bahamas Investment Condominium (“the ICON”) – 
to meet the specific needs of Brazilian investment 
managers and advisors, as well as Latin American 
managers more broadly.

It would not be overreaching to estimate that a large 
number of the existing funds licenced in The Bahamas 
originated – especially using SFMs – to accommodate 
Brazilian funds, fund managers, investors and strategies.

Under Brazil’s civil code the condominium is the 
formalization of the concept of joint ownership and 
administration of property (in all forms) between co-
owners within an unincorporated entity. The condominium 
is not a legal entity separate and apart from co-owners and 
the administrator is empowered to act on behalf of and 
represent it in all matters.

The Bahamas ICON provides an alternative arrangement 
for investment funds that is inherently familiar to those 
in Brazil and indeed those in countries which have similar 
civil law constructs. It was this commitment to building 
products that benefit from cultural and legal familiarity 
that saw The Bahamas introduce foundations law in 2004; 
the ICON is an extension of this effort.

The ICON is defined as a contractual relationship subsisting 
between one or more investors (called participants), under 
which the investors agree to pool assets for the purposes 
of investing those assets as a collective. The structure 
is then licenced and fully regulated as an investment 
fund – as is done today using existing vehicles such as the 
International Business Company, the Exempted Limited 
Partnership, and the Unit Trust.

The ICON is simply a new structuring vehicle that can 
be licenced as a SMART FUND, Professional Fund or 
Standard Fund in The Bahamas. It is not a company, not a 
partnership, and not a trust. It is a pooling mechanism and 
operating instrument for investment funds.

The ICON shares many features with the Brazilian 
condominium: the ICON possesses no distinct legal 
personality save that for the purposes of the legislation it 
is able to own assets in its name; enter into agreements 
in its name; and sue and be sued in its name. The lack of 
legal personality is addressed by the appointment of an 
administrator that is empowered to transact in its name, 
and represent and bind the ICON.

Aside from familiarity the Bahamas ICON has several 
advantages over a company, trust or partnership.

1 It centralises “governance” and not just 
“administration” within a regulated entity to achieve 
international best practices of investment fund 
governance and operation. The governing administrator 
and general administrator of an ICON are regulated, 
whether in The Bahamas or an equivalent jurisdiction.

2 The ICON can be simply established in a much more 
streamlined way than a corporate vehicle.

3 There is flexibility. It’s possible to set up an ICON 
where investors are called on to contribute in the case 
of negative net equity, before the fund can be deemed 
insolvent. It’s also possible to establish an ICON where 
the liability of the investors is limited.

While the ICON was conceived initially for the Brazilian 
market and was only launched in the Fall of 2014, its hybrid 
nature – that of a partnership and unit trust–already is 
being seen as an interesting and compliant alternative 
for structures in other jurisdictions. In principle, it is 
similar to collective investment schemes in Europe in 



which investors through a contractual agreement agree to 
invest jointly.

The ICON demonstrates The Bahamas’ keen understanding 
of the regulatory environment and the needs of the clients 
it services. In the current climate, success for an IFC 
depends on a host of factors but certainly one of them is 
the ability to develop market-responsive, compliant and 
innovative products. The ICON follows in the tradition of 
the Bahamas Executive Entity in being the first of its kind 
in the common law world … and that is iconic indeed.

RESPONSIVE REGULATION

Regulation of the securities industry is structured to 
protect the interests of those who do business with 
financial institutions licenced in The Bahamas, and to 
ensure The Bahamas’ business environment continues to 
meet the highest international standards.

The Securities Commission of The Bahamas (SCB) 
was established in 1995. As part of its endeavour to 
keep abreast in an ever-changing global regulatory 
environment, and to ensure a Bahamian contribution in 
improving the efficiency and conduct of international 
markets, the SCB became a member of the International 
Organization of Securities Commissions (IOSCO) and the 
Council of Securities Regulators (COSRA) in 1996 and 
1997 respectively.

The Bahamas’ growing attraction as a funds centre 
received a further boost in 2013 when it achieved 
Signatory A status under the Multilateral Memorandum of 
Understanding Concerning Consultation and Cooperation 
and the Exchange of Information (the MMoU) of the 
International Organisation of Securities Commissions 
(IOSCO). Being a signatory to the MMoU is a statement 
of a jurisdiction’s commitment with regard to mutual 
assistance and the exchange of information for the purpose 
of enforcing and securing compliance with the laws and 
regulations of the relevant while maintaining a regulatory 
framework that is appropriately responsive and vigilant for 
funds and clients investing in them.

Investment
Manager

Governing
Administrator
(Authority to
bind ICON)

General
Administrator

(Carved out
general

administration)

Custodian

PARTICIPANTS

Participation InterestsSubscription Monies/Assets

Engages Service Providers in the name of ICON

The ICON with Governing and General Administrator



FLEXIBLE FUND ADMINISTRATION

In this regard, a dual licencing regime exists in The 
Bahamas. The SCB is authorised to licence all classes of 
funds and Unrestricted Fund Administrators (UFA) are 
authorised to licence funds offered only to accredited 
investors. A restricted fund administrator cannot licence 
but only administer funds. Irrespective of who licences 
the fund, the fund must operate in a manner that is 
consistent with its constitutive documents and adherence 
to Bahamian law, specifically the Investment Funds Act and 
anti-money laundering legislation.

What distinguishes The Bahamas from other jurisdictions 
is the latitude provided to administrators who at the 
same time must meet and maintain certain licencing and 
governance requirements.

This combination of SCB or administrator oversight, 
depending on the fund, creates a high degree of flexibility 
for fund administration in The Bahamas while providing 
an appropriate level of corporate governance for the 
growing but increasingly complex funds industry.

An Unrestricted Fund Administrator (UFA) in The Bahamas 
has several advantages within its regulatory scope. It can, 
for example, complete the necessary due diligence review 
of fund parties and coordinate with onshore and offshore 
parties for the completion of the offering memorandum 
and constitutive documents. The UFA can also certify fund 
compliance within Bahamian law and licence the fund 
under its own internal authorization procedures.

These capabilities provide the UFA with competitive 
advantages within a regulated environment. For example, 
it can market a fund within 24 hours of company 
incorporation and the completion of licencing procedures; 
and can also administer funds domiciled in recognised 
jurisdictions from The Bahamas without any further 
licencing procedures other than a filing notification 
with SCB.

Market responsiveness within a proper regulatory 
environment is the philosophy that is followed in The 
Bahamas, and will continue to be the driving force for 
development and growth of the Bahamian funds sector.



Call the Bahamas Financial Services Board to learn more about
The Bahamas Advantage (242) 393 7001 or email info@bfsb-bahamas.com
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disclaimer
The contents of this guide are intended to be only an aid to undertstanding the Bahamas environment for Private Trust 
Companies. The contents do not in any way constitute legal advice to any person for payment or otherwise, and the 
Bahamas Financial Services Board, its members and its directors do not and will not in any way accept responsibility 
or liability for any loss or damage caused by or arising from reliance on the information contained herein. Persons 
reading this guide are reminded that where a decision is to be made which depends for its correctness on the effect of 
the new legislative provisions discussed herein or on any other legislation or common law rules, professional advice 
should be sought from a firm of qualified legal professionals.
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The SMaRT Fund programme was designed to provide industry with a new Private Wealth 
Management tool with the flexibility to find application within areas not traditionally associated 
with investment fund administration. The primary facility offered by the SMaRT Fund concept 
is an open architecture which allows practitioners to design innovative structures, akin at times 
to special purpose vehicles, without reference to inflexible regulatory criteria predefined in 
legislation.

officially known as the Specific Mandate alternative Regulatory Test Fund, the SMaRT fund is 
an innovative and dynamic asset management product designed to marry the flexibility needed 
by promoters with the regulatory responsibilities required by authorities within a risk-based 
supervisory environment.

Local Regulators have accepted that asset management arrangements which cater to a limited 
number of professional investors should enjoy a supervisory approach which is tailored to the 
limited risks associated with this type of private arrangement. To this end SMaRT funds have the 
following attractive features:

•  No requirement for a traditional lengthy Offering Document, merely a Term Sheet.

•  The licence may be issued by the Fund Administrator under a delegated authority of the 
    Securities Commission of The Bahamas, allowing for a well defined set up and licensing 
    period.

•  With the prior approval of all investors the fund may waive the requirement for an annual 
    audit.

The unique aspect of the SMaRT fund programme, however, is that the legislation does not 
predefine the requirements for licensing, however, promoters have the opportunity to approach 
the Securities Commission with innovative concepts for which the Commission will design a 
specific type of investment fund licence. 

This open architecture always envisaged that increasing understanding and acceptance of the 
SMaRT fund idea would result in an increasing number of SMaRT fund models (defined by 
means of Templates) and this has been the case with six quite distinct templates currently on offer. 
The rest of this guide looks at two of these funds and gives some guidance as to their structure 
and use.

THE BaHaMaS
SMaRT FuNd
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iNCuBaToR HEdgE FuNd

Scenario: 
Client wishes to set up a Hedge fund but is not ready to solicit funds from the general Public and 
does not therefore want to incur the expense associated with setting up a Professional Fund. With 
a limit of ten investors, who qualify as ‘Professional’ and a majority of whom have the power to 
remove the operators, the incubator fund allows a fast track, inexpensive licensing process.

EXaMPLE SMaRT FuNd 
ModEL TWo

PROMOTER

Participating Redeemable Preference Shares
(With power to remove the Directors of the Fund)

Administrator
(Bahamas licensee)

Custodian
or Prime Broker

Voting Shares

BAHAMAS
‘SMART’
FUND

(Bahamas IBC)

Ownership
100%

INVESTMENT
MANAGEMENT

COMPANY
(Bahamas IBC)

Maximum 10 Professional Investors
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Notes:

The main limitation to this structure is that there cannot be more than ten investors who must qualify as 
Professional. Moreover a simple majority of the investors must have the power to remove the directors 
of the Fund. This is not the same as having full voting control as the voting shares are typically  issued 
into the name of the investment Management Company which will be owned by the Promoter (the 
client) but merely an additional power associated with the investor shares.

The Fund does not require an offering document just a term sheet and subscription agreement. if all 
investors agree in advance, the Fund does not require an annual audit.

an unrestricted Fund administrator has the authority to issue the licence without prior reference to 
the Regulator.

The fund is designed to allow for an inexpensive and rapid set up. The Fund may operate for a number 
years and accrue performance data. at some point in the future the Promoter may decide to upgrade 
the license to become a full Professional Fund. at this point new, more extensive documentation is 
required as defined within the act and Regulations, an auditor must be appointed etc, however the 
fund can continue to operate during the re-licensing process.

The promoter is under no obligation, however, to ever convert to any other class of Fund.

This Fund may have an iSiN Code and Bloomberg page. 

other potential uses.

• To provide a credible but inexpensive vehicle to take a position in a single investment which is 
only expected to have a limited life. For example a group of sophisticated investors may decide 
to pool resources to make a single application for a new issue.

• To act as a trading and investment vehicle for a small group of related persons, perhaps within 
a larger corporate structure, with the flexibility to allow investors to redeem and reinvest 
without the formalities associated with the transfer of shares of a private company.
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1)  NaME:   
The ‘Example’ Fund Ltd.

2)  daTE ESTaBLiSHEd:   
‘date’

3)  STRuCTuRE oF FuNd:
The Fund is set up as a Bahamas international Business Company with an authorised capital 
of uSd 150,000,000. The Fund will operate as an open Ended investment Fund and register 
as a SMaRT Fund 002 as defined within the investment Funds act and Regulations 2003.

4)  NaME aNd addRESS oF oPERaToRS:
Two directors have been appointed:

 ‘Name’  ‘address’
 ‘Name’  ‘address’

5)  NaTuRE oF EquiTy iNTERESTS:
The authorised Share Capital is divided into two classes of shares: 1,000 Voting Non-
Participating Shares of par value uSd 1.00 each (The Management Shares) and 149,999,000 
Participating Non-Voting Shares of par value uSd 1.00 each (The investor Shares). only 
investor Shares are being offered for sale at an initial offer Price of uSd 100.00 per share. 
Minimum subscription: uSd ‘any amount.’

6)  iNVESTMENT oBjECTiVE aNd PoLiCy:
The Fund seeks to increase its Net asset Value by investing primarily in stocks, and by reducing 
risk through lower volatility of results whilst increasing return over the typical rate from an 
investment with comparable risk. The Fund may also invest in bonds, options, commodities, 
futures contracts, money market instruments, other investment funds and structured products 
in order to achieve its objectives. 

7)  dEaLiNg PoLiCy:
a Net asset Value calculation will be made monthly and shares will be available for sale and 
repurchase on a monthly basis starting at the end of the initial offer period ending on ‘date,’ 
and then monthly thereafter. The minimum initial subscription that will be accepted from 
a new investor will be uSd ‘any amount’. additional subscriptions may be accepted with a 
minimum of uSd ‘any amount’ per transaction. The minimum redemption will be uSd ‘any 
amount’. 

EXaMPLE
TERM SHEET
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8)  diSTRiBuTioN PoLiCy:   
No income distributions will be made.

9)  RELaTEd PaRTiES:
administrator:  ‘Name & address’

investment Manager: ‘Name & address’

Custodian:   ‘Name & address’

10)  audiT FoRMaLiTiES:
it is not intended that audited financial statements will be prepared. applicants for investor 
shares will be asked to waive the annual audit requirement.

 

11)  FEES aNd EXPENSES:
Administration Fee:  uSd ‘Amount’ per annum calculated monthly and paid quarterly in 
arrears.

Investment Management:  ‘Amount’ % Net assets under management calculated monthly 
and paid quarterly in arrears.

Performance Fee:  ‘Amount’ % of net profit calculated monthly and paid annually in 
arrears. a High Water Mark will be applied and no performance fee will be paid until the 
Net asset Value price of the fund exceeds the price at which the previous performance fee 
was paid.

Directors Fees:   uSd ‘Amount’ per annum

Set Up Fee:  Set up fees totaling uSd ‘Amount’ will be paid by the Fund, amortised over 36 
months.

12)  TERMiNaTioN:
The Fund does not have a fixed termination date but the company may be wound up 
by the Management Shareholders or directors per Section ‘Number’ of the articles of 
association.
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The Fund will apply to be licensed as a SMaRT Fund 002 pursuant to the investment Funds 
act 2003, operating as a fund which:

• is limited to having no more than ten investors who hold equity interests in the fund,
• whose investors are persons to whom a professional fund may be offered, and
• where a majority of the investors who hold equity interests in the fund have the power 

to appoint and remove the operators of the fund.

dated ‘Date’

NoTE: it will also be necessary to prepare a Subscription and Redemption agreement for 
completion by the subscriber, but the form of this document is not defined within the legislation 
or regulations. The Securities Commission, however, has provided guidelines regarding the due 
diligence obligations of administrators and the subscription agreement should be drafted to 
ensure compliance with these requirements.
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EXaMPLE SMaRT FuNd 
ModEL FouR
PRiVaTE CLiENT FuNd

Scenario: 
Private clients, family members, and family offices require simple asset-holding vehicles with 
which to open a Broker or Bank account. a SMaRT Fund offers an excellent tool for the client 
and, often, the counterparties.

CLIENT

Investor Shares

Administrator
(Bahamas licensee)

Voting Shares
100%

BAHAMAS
‘SMART’
FUND

(Bahamas IBC)

Asset Management 
Account

(Typically no Custodian)

Investment Manager
(Client or other 
counterparty)

Maximum 5 Equity Investors
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Notes:

The fund may have no more than five investors.

This structure is also useful should the client need a vehicle to enter into a third party transaction 
or to open a broker account. The Fund concept is well understood internationally and 
counterparties are typically more comfortable entering into a relationship with a Fund licensed 
by a recognized regulatory authority. The Fund does not require an offering document just a 
term sheet and subscription agreement.

if all investors agree in advance the Fund does not require an annual audit.

an unrestricted Fund administrator has the authority to issue the license without prior 
reference to the Regulator.

This Fund may have an iSiN Code and Bloomberg page.

also potentially useful within a family office structure, inheritance planning or to just provide a 
simple vehicle for the professional management of a portfolio of assets.

other potential uses.

• To provide a holding vehicle for family assets which allows for a simple distribution 
amongst children by means of the issuance of shares. investors may decide to redeem 
all or part of their share without removing specific assets from the family ‘pot’.

• By using a Fund set up as a segregated account company specific assets may be separated 
from others and shares in these ‘cells’ passed to specific dependents. Each cell may 
have a different asset manager allowing, for example, a family business to be managed 
separately from other family assets but owned within a single structure.
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1)  NaME:   
The ‘Example’ Fund Ltd.

2)  daTE ESTaBLiSHEd:   
‘date’

3)  STRuCTuRE oF FuNd:
The Fund is set up as a Bahamas international Business Company with an authorised capital 
of uSd 10,000,000. The Fund will operate as an open Ended investment Fund and register as 
a SMaRT Fund 004 as defined within the investment Funds act and Regulations 2003.

4)  NaME aNd addRESS oF oPERaToRS:
Two directors have been appointed:

 ‘Name’  ‘address’
 ‘Name’  ‘address’

5)  NaTuRE oF EquiTy iNTERESTS:
The authorised Share Capital is divided into two classes of shares; 1,000 Voting Non-
Participating Shares of par value uSd 1.00 each (The Management Shares) and 9,999,000 
Participating Non-Voting Shares of par value uSd 1.00 each (The investor Shares). only 
investor Shares are being offered for sale.

6)  iNVESTMENT oBjECTiVE aNd PoLiCy:
The Fund seeks to increase its Net asset Value by investing in a broad selection of financial and 
investment products. No investment strategy is forbidden.

7)  dEaLiNg PoLiCy:
a Net asset Value calculation will be made semi-annually at the 31st july and 31st december, 
and shares will be available for sale on a semi-annual basis. Shares may be redeemed semi-
annually. There is no minimum or maximum subscription or redemption.

8)  diSTRiBuTioN PoLiCy:   
 No income distributions will be made.

9)  RELaTEd PaRTiES:
administrator:  ‘Name & address’
investment Manager: ‘Name & address’
other:   ‘Name & address’

EXaMPLE
TERM SHEET
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10)  audiT FoRMaLiTiES:
it is not intended that audited financial statements will be prepared. applicants for investor 
shares will be asked to waive the annual audit requirement.

 
11)  FEES aNd EXPENSES:

Administration :    ‘amount’

Investment Management:   Nil

Directors Fees:    ‘Amount’ 

Set Up Fee:    Will be paid by the investment Manager

12)  TERMiNaTioN:
The Fund does not have a fixed termination date but the company may be wound up 
by the Management Shareholders or directors per Section Number’ of the articles of 
association.

The Fund will apply to be licensed as a SMART Fund 004 pursuant to the Investment Funds 
Act 2003, operating as a fund which cannot have more than five holders of equity interests.

dated ‘Date’

NoTE: it will also be necessary to prepare a Subscription and Redemption agreement for 
completion by the subscriber, but the form of this document is not defined within the legislation 
or regulations. The Securities Commission, however, has provided guidelines regarding the due 
diligence obligations of administrators and the subscription agreement should be drafted to 
ensure compliance with these requirements.
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ABOUT BFSB 

THE BAHAMAS FINANcIAl SERvIcES BOARD (BFSB) REpRESENTS AN INNOvATIvE 
cOMMITMENT By THE GOvERNMENT,IN pARTIcUlAR THE MINISTRy OF FINANcIAl 
SERvIcES & INvESTMENTS,AND THE FINANcIAl SERvIcE INDUSTRy TO pROMOTE A 
GREATER AwARENESS OF THE BAHAMAS’STRENGTHS AS AN INTERNATIONAl FINANcIAl 
cENTRE. THE STRENGTH OF BFSB IS FOUND IN THE EFFEcTIvE pARTNERSHIp wITH THE 
GOvERNMENT OF THE BAHAMAS AND ITS MEMBER FIRMS.THIS pARTNERSHIp IS FOcUSED 
ON ENSURING THAT THE cOUNTRy’S REGUlATORy AND BUSINESS ENvIRONMENT IS 
SUITABlE FOR BOTH clIENTS AND THE INTERNATIONAl STATURE OF THE BAHAMAS AS A 
MEMBER OF THE cOMMUNITy OF NATIONS. 

A BROADly BASED AND HIGHly SkIllED pRIvATE SEcTOR cREATES A DyNAMIc MIx OF 
BANkING,TRUST,FUND ADMINISTRATION,INvESTMENT ADvISORy AND INSURANcE 
SERvIcES IN THE BAHAMAS.AUGMENTED By pROFESSIONAl ADvISORS FROM 
lEGAl,AccOUNTING, REAlTy,INFORMATION AND cOMMUNIcATION FIRMS,THE BAHAMAS 
IS A cOMplETE INTERNATIONAl cENTRE. 

FOR FURTHER INFORMATION cONTAcT: 
BAHAMAS FINANcIAl SERvIcES BOARD 
TEl 242.326.7001 
INFO@BFSB-BAHAMAS.cOM 
www.BFSB-BAHAMAS.cOM 
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The growth in the use of the Internet from a business perspective has often occurred without 
a defined business strategy, causing some to view E-Business in isolation and others to worry that
access to these new facilities will prove to be a destabilising force, undermining previously held
economic principles.The ability of consumers to always find the lowest price or for competitors to
enter profitable business areas with limited barriers to entry upset traditional economic thinking
and, for a time, caused some to argue that we were witnessing a ‘paradigm shift’.

Those who preached of this New Economy have been proven to be incorrect and as the technology
bubble continues to deflate, we can see that high revenue, volume of ‘hits’ and relentless growth are
not the same thing as profit. For a time strategy was forgotten. For some, a defined strategy was too
limiting and was viewed as being frequently out of date as the market moved at breakneck speed.
Growth was all that mattered, and this philosophy coupled with willing investors drove valuations
to unsustainable levels, the consequences of which remain with the markets today.

We can now see that the Internet is just another technology, an important one, but just another tool
to be assessed and applied as a component of normal business strategy.The real change has been to
the competitive environment, which has witnessed a standardising of some business practices; this
in turn has threatened industry profitability.While companies can strive to achieve a sustainable
competitive advantage by being operationally efficient, this is not a fool-proof strategy as efficiencies
in one firm are now easily copied by others to become industry best practice.This ‘New Economy’
can therefore be characterised by a general standardising of industry processes with a resultant
dilution of competitive advantage.

The growth of E-Business actually places a greater premium on strategic thinking. Use of the
Internet per se cannot render a competitive advantage; rather firms that are able to build an 
E-Business component into their existing business strategy should be able to leverage proven
capabilities for a competitive advantage.We believe this is the key to understanding the impact of
E-Business on existing business processes.

CONT’
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The Bahamas is ideally positioned to offer unique opportunities as a leading E-Business hub in this
region. It provides a range of options from virtual presence to full presence, which can draw on
highly skilled professional services that have formed the backbone of this country’s pre-eminence
in financial services. Further, it can accommodate fulfillment capabilities and offer leisure services
unparalleled elsewhere. By tradition a service based jurisdiction, the move to an information-based
economy is a natural evolutionary step.

Recognising the strategic advantages of embracing E-Business, we do not view E-Business as 
a separate product to be packaged and sold, but rather as a business concept requiring analysis and
application like any other. It is true that The Bahamas is able to offer specific, perhaps unique,
advantages for the E-Business strategist, and we will discuss these in this Guide;however,we believe
that it is important not to view these benefits in isolation.

e-commerce:fueling today’sessential business strategy
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Offshore jurisdictions are ideally positioned to provide complete solutions for E-Business
operations, usually on more attractive terms than those available in onshore jurisdictions. This
advantage has a lot to do with the changing business models manifested in the phenomenon of
outsourcing of business processes, which the advances in technology and the globalisation of the
economy have facilitated.

Outsourcing has enabled global E-Businesses, irrespective of size, to centralise certain business
functions, (which previously would have been duplicated in each location where a subsidiary
existed), and to locate each centralised function in the most advantageous jurisdiction. By this
means, Research and Development may be located in one jurisdiction, Human Resource
functions in another, Corporate, Financial and Accounting functions in another, and Marketing
somewhere else. This mechanism serves to reduce overall costs, improve efficiencies and
maximise shareholder returns.

In this same vein, the rapid developments in information and communication technologies (ICT) in
the past decade, the exponential growth of the Internet and the World Wide Web as commercial
media, and globalisation and trade liberalisation have placed pressure on governments to
incorporate these factors as fundamental items in national economic and social planning. Hence the
last five years have witnessed an unprecedented focus by nations on leveraging ICT to create
meaningful, viable and competitive opportunities.

Electronic Business within the Bahamian context has two meanings, though in substance the
concepts are really no more than dimensions of the same phenomenon.The first, and the more
narrow interpretation, is associated with business activities arising from the provision of offshore
financial and international business services frequently referred to as “offshore e-commerce”.The
second relates to the straightforward conduct of commercial activity, i.e. offer, sale, purchase,
payment and in some cases the delivery of a product or service via the Internet.This latter definition
extends beyond the offshore sector, embracing the domestic economy as well. Moreover, it is
important to appreciate that in order to effectively implement the first, elements of the latter must
be in place.

CONT’
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In light of the opportunities afforded by E-Business, The Bahamas has undertaken several
initiatives in recent years. During 1999, the Government set as one of its main objectives the
development of a comprehensive strategy that would allow the country to embrace the
information revolution in its broadest context. As a first step, this strategy assessed where The
Bahamas stood in terms of its readiness to transform to an information-based society and a digital
economy.Working with a National Steering Committee and IBM Consultants, the Government
adopted a roadmap of actions necessary to facilitate “economic development and the movement
to e-business, e-commerce, and e-government”.

Consistent with experience in other countries which have embarked on such societal
transformation to a knowledge–based economy, the main target identified for Government’s role
centered around the creation of a conducive environment.

In pursuit of this objective, the Government not only introduced a broad Telecommunications
Sector Policy, but also established a specific Policy Statement on Electronic Commerce.Today,
The Bahamas enjoys the benefits of licences granted for the purposes of competitive
international submarine fibre optic circuitry, broadband Internet Service Provision, and the
introduction of competitive voice services.The framework for liberalisation of the sector has
been firmly established.

A “Policy Statement on Electronic Commerce and The Bahamian Digital Agenda” was created by
the Ministry of Finance in January 2003.This clearly states the Government is actively pursuing
strategies that will establish The Bahamas as a centre for excellence in E-Business, thus enabling the
country to compete on a level playing field in the global economy.

CONT’

e-business in thebahamas
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in light of the opportunities afforded by e-business, the bahamas has undertaken several initiatives



An E-Business Development Office has been established to facilitate the development of E-Business
and the strategy for a digital economy, which is being guided by the following policy framework:

• The creation of an internationally compatible legal and regulatory framework that accommodates
rules for commercial transactions;

• A conducive system for the protection of intellectual property rights in cyberspace;

• Security, interoperability and interconnection of information systems;

• Issues relevant to privacy, such as protection for personal information and confidentiality 
of consumer related matters;

• The development of technologically-competent human resource capabilities;

•The principle of universal access that ensures the availability of Internet access at affordable
prices; and,

• A universal service policy that guarantees Internet access free of charge to various public,
educational, health and social organizations.

Three bills that support this framework have been passed and are reviewed in greater detail later.

To facilitate the process of establishing The Bahamas as a centre for excellence in E-Business, the
Ministry of Financial Services and Investments has been given specific portfolio responsibility for
the promotion of E-Business.

CONT’

e-business in thebahamas
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the bahamas is one of the most fibre-enabled nations in the region,with easy access to north and southamerica and europe



It is well accepted that liberalisation of the telecommunications industry acts as an essential
stimulant to competition in the sector, which in turn drives the engine for the electronic economy.
Government has placed concerted emphasis on the liberalisation of the telecommunications
industry as the foundation stone for an information-based society in The Bahamas.

The “Telecommunications Sector Policy”, created in July 2001 and revised in October 2002, is 
a comprehensive, forward-looking and dynamic statement that clearly recognises that the provision
of world-class communications infrastructure is key to the rapid economic and social development
of the country.The policy provided the framework for privatisation and the liberalisation of the
sector. Specifically, the Government removed the regulatory authority for telecommunications
from BaTelCo, establishing an independent regulator, the Public Utilities Commission. By
legislation, it clearly set out the separate and distinct functions of policy-making, regulation and
service provision.

The telecommunications policy expresses a commitment to facilitate the transition to the digital
economy for all people living and working in The Bahamas through policies which promote the
provision of basic telecommunications services, networked information services and access to the
Internet in all populated areas of The Bahamas.

The Bahamas expects its electronic commerce and telecommunications sector policies to enhance
the efficiency of all aspects of doing business in the jurisdiction.

The national commitment to an E-Business strategy when combined with a number of significant
advantages, positions The Bahamas as a viable location for implementing E-Business strategies.The
jurisdiction is one of the most fibre-enabled nations in the region, with easy access to North and
South America and Europe.Trans-shipping capabilities,establishment of fully equipped data centres,
a proposed air to sea fulfillment centre, and a ready talent pool all reinforce this positioning.

e-business in thebahamas
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The strength of the Bahamian economy along with proximity to the United States provide
compelling reasons for living and conducting business in The Bahamas. In addition,The Bahamas has
demonstrated its commitment to the democratic process and fiscal stability, and has an independent
judicial system, based on English Common Law.

Not all electronic business is conducted in cyberspace and, in fact, many E-Business operations
require a physical presence.The Bahamas boasts a significant advantage as an E-Business location.
It has accessible ports and access to affordable land, enabling it to be a practical bridge between the
brick and mortar and digital economies.

The Bahamas is well positioned to act as a trans-shipping point for goods to be stored, disseminated
and distributed from this jurisdiction for the purpose of fulfilling Internet Business to Buyer orders.

Data Centres with standards comparable to high quality facilities in the United States operate in
both Nassau and Freeport.These centres offer Shared Hosting,Dedicated Hosting and Co-location,
and are connected via a redundant, self-healing high-speed fiber optic network to the multiple
redundant tier one Internet providers in the United States.

The country’s suitability as an E-Business location is underscored by a 2003 Digital Access Index,
published by the International Telecommunications Union, in which The Bahamas ranked third in
the Americas in terms of providing access to information and communication technology for its
citizens and residents. Described as the world’s first global ICT ranking, the Index indicated the
nation lagged behind only Canada and the US in this region.

CONT’
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In seeking an appropriate location to situate an E-Business company, the following
criteria are considered essential:

• Reputation and integrity of the jurisdiction;

• The availability of reliable, state of the art telecommunications at competitive prices;

• The presence of an established professional and banking infrastructure;

• National government support for E-Business;

• The availability of technical expertise;

• Political and economic stability;

• Accessibility of jurisdiction;

• Standard of living and quality of lifestyle.

The Bahamas scores highly as a location to situate E-Business companies, and offers several unique
advantages as an E-Businesse hub:

• A strategic location providing a natural gateway to and from the Americas; this gateway serves
both historically and literally as a bridge between the “old” and “new” worlds, and as well as
between North and South America;

• A progressive financial services regulatory and legal framework that meets international best
standards and practices;

• Reliable and frequent air links to major international destinations;

• English as the national language;

• A UK-based legal system;

• A strong tradition in providing highly-skilled professional and financial services;

• A young trainable workforce;

• Available land for the development of concentrated centres of high technology;

• An extensive, existing submarine network of fibre cabling; and,

• A world-class transshipment facility on Grand Bahama Island.

In other words,The Bahamas is strategically poised both geographically and in its socio-economic
development as a natural and evolving hub for E-Business opportunities.

the advantages of the bahamasas an e-business location
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With world-class services and support structures already in place, Freeport, on Grand Bahama
Island, is an international business centre with an advanced infrastructure to support a broad
spectrum of businesses and industries, in particular E-Business. In fact E-Business is at the core 
of many developments currently in place or underway in Freeport.

Beyond its historical advantages as a city built for business, significant investment in
telecommunications and transshipment services makes a compelling case for Freeport as an
emerging E-Business centre. Proposed investment in extending to Freeport the digital
infrastructure available in Nassau will strengthen its position as the E-hub for The Bahamas.

a strategic location 
Freeport provides a significant set of advantages, not least of which are its location and size. Only a
35-minute plane ride from Southern Florida and with one of the closest ports to the United States,
Freeport is strategically located to serve as a trade link between Europe, North and South America,
and for international shipping transiting through the Panama Canal.

Grand Bahama Island itself is one of largest islands in The Bahamas. Freeport was established as 
a 230 square mile free trade zone in 1955 under the Hawksbill Creek Agreement to promote the
establishment of an industrial park in Grand Bahama.This free trade zone enhances the attractive
fiscal environment provided in The Bahamas; not only are there no direct taxes imposed, but
businesses in Freeport are exempt from certain Government fees.

a telecommunications hub
Freeport possesses a telecommunications infrastructure that surpasses that of many North
American or European countries.The country’s government-owned telephone company, Bahamas
Telecommunications Company (BTC),provides digital subscriber line Internet access using its fibre
and copper wire network.Cable Bahamas provides broadband Internet access over both coaxial and
fibre optic connections to residential and commercial subscribers.

These two providers, along with several niche companies, have created a competitive environment
that has resulted in greater value, lower costs, and ever-improving services.The wide range of coax-
based and fibre-based data services available means businesses of almost any size can receive
broadband access at rates competitive with North American standards.

CONT’
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BTC co-owns and operates the Bahama II fibre optic cable that links New Providence and Grand
Bahama with Vero Beach, Florida, thereby affording interconnection with major
telecommunications carriers.Additionally, Cable Bahamas, the exclusive cable provider in Freeport
until 2054, has created a national and international submarine fibre system that is managed by its
wholly-owned subsidiary Caribbean Crossings.This submarine fibre network utilises Freeport as its
core distribution hub, because of Freeport’s advantageous location that bridges The Bahamas with
the rest of the world.

Caribbean Crossings is also presently developing a second submarine link between Grand
Bahama and Florida which will even further enhance the offering of The Bahamas in general and
Freeport in particular.

With its advanced and evolving infrastructure, Freeport has what most other jurisdictions vying for
E-Business attention desire: high capacity, redundancy and geographically diverse connections to
the North American Internet backbone.

infrastructure for a digital economy
Freeport and Nassau on New Providence Island have data centres available as part of their
telecommunications infrastructure, providing support services and utilities to guarantee up-time
and disaster response capability.

CONT’
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Data centres are purpose-built warehouses of the online industry. It is from these controlled
surroundings that web servers deliver their sites, e-commerce sites close transactions, multi-
national companies store their off-site data back-ups, and content providers stream their wares.
These highly specialised depots of data are the literal nucleus of the electronic commerce industry.

Maxil Communications has been the key player in the creation of tier one data centres in 
The Bahamas.With two existing facilities, Maxil provides more than 7,000 square feet of data
centre space. Both facilities are directly on the fibre network backbone that Cable Bahamas
and Caribbean Crossings operate, ensuring massive bandwidth accessibility, greater reliability
and immense scalability.

And with an eye to emerging E-Business opportunities, approximately 700 acres of property
contiguous to Freeport’s seaport and the Grand Bahama International Airport have been reserved
for the creation of the Grand Bahama Sea-Air Business Centre, a state-of-the-art facility which will
provide teleport services, data centres, high speed telecommunications networks with associated
warehousing, fulfillment and shipping services.

growing trans-shipping capabilities
The port’s trans-shipping capabilities provide an important link in the E-Business infrastructure.
The Freeport Container Port is one of the world’s largest with an annual capacity of one million
containers. It is the port’s trans-shipping capabilities - that is, its ability to receive a freighter with
products from a single location and efficiently sort and ship to a number of destinations - that
provides an important link in the E-Business infrastructure.The port is a water freeway that is a
1,800-foot long straight channel, 500 feet wide and 47 feet deep with a turning basin depth of 44
feet.The harbor continues to undergo expansion that will make it one of the finest deep-water
container trans-shipment ports in the hemisphere.

bridging the digital world with the brick & mortar world
The unique characteristics of Freeport make it arguably the most attractive offshore E-Business
jurisdiction in the region. Its viability as a contender for those seeking a domicile for their offshore
operation is clear. Not only does its world-class telecommunications infrastructure create an
alluring centre for electronic commerce, but its natural and man-made physical framework 
is prepared for steady and sustainable growth on a large scale.

freeport: an emerginge-business centre
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In transitioning to a digital economy and the development of electronic commerce,The Bahamas
recognises E-Business is not possible without one of the most powerful engines in the world – the
human mind.

As the Electronic Age evolves so do the human resource requirements for companies, regardless
of the mode of business in which they operate.This evolution requires a labour force that can
adapt with the necessary skills and expertise capable of accommodating the “new and improved
way of doing business”.

This reality pervades Government policies and private sector initiatives dedicated to ensuring 
The Bahamas attains its goal of becoming a centre of excellence for E-Business.

The Bahamas always has been dedicated to the goal of ensuring companies of all types and sizes have
access to a skilled, professional workforce. This dedication has remained constant as the nation
focuses on mobilising itself to participation in the digital economy.

The Government’s “Policy Statement on Electronic Commerce and The Bahamian Digital Agenda”
specifically recognises the significance of a talent pool, listing among the many important advantages
offered by The Bahamas for E-Business:

• a strong tradition in providing highly skilled professional and financial services; and

• a young trainable workforce.

With access to basic and ongoing education, computer hardware and software, and information
networks and the Internet, Bahamians have been able to expand their horizons, improve their
quality of life and provide the key “human resource” ingredient that is necessary to create 
a fertile E-Environment.

investment in e-education
The Ministry of Education plays an intricate role in ensuring that a “young, trainable work force”
continues to emerge into the work place, equipped with the skills needed to provide existing and
future companies of all sizes and vocations with a sophisticated, proficient work force.

CONT’
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The objective is to “ensure that all students who attend school in The Bahamas graduate senior high
school with basic computer literacy skills”.

BEST (Bahamas Education School Technology Program) – a school computerisation project – vows
to give students in all three levels of schooling access to computers and the educational curriculum
to allow them to learn basic computer literacy.

Fundamental to the transformation of The Bahamas to an information-based society, is the enabling
of its citizens to develop the technical competence and adaptive skills required for work and life in
the global society. Complementing the public sector educational initiatives, private schools in 
The Bahamas have well-established and integrated programs towards this end.

Educating both today’s and tomorrow’s workforce on Internet and other new technologies is an
important part of The Bahamas’ E-Business strategy. By continually upgrading, diversifying and
expanding the educational process, the Government and the private schools are doing what it takes
to ensure future generations of companies a labour force that will meet their human resource
requirements. Private sector companies also are assisting by engaging industry support for training,
supplementing and complementing the efforts by the nation’s educators.

private sector investment 
Integration of technology into the education process could not be achieved without the support 
of the private sector. Private companies who share the Government’s vision for the future have
joined forces with the public sector, establishing vital computer technology centres throughout the
country. These centres provide even the most remote communities with access to computers,
computer training and the benefits associated with accessing networks such as the Internet.

The dedication and commitment of the private sector illustrates its desire to facilitate the
integration of Bahamians into the E-Business age.Most importantly,public and private sector efforts
are working.

One of the country’s leading information technology, e-commerce and communications solution
providers describes its outlook of the existing skills available in The Bahamas as “encompassing the
whole spectrum of the technology and telecommunications arena”.

CONT’
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private sector expertise 
A particular challenge for those who are establishing a green field operation in The Bahamas is the
need to deal with many facets of setting up business, often at arms length, and particularly where
it involves the infrastructure and logistical elements of technology and telecommunications.

A common reality for organisations based offshore is the importance of a high level of in-house
technical expertise, but without the capacity needs that would justify a full time employee. It is
commonplace for technology practitioners in The Bahamas to act in the role of outsourced “Chief
Information Officers” for many of their clients, providing both strategic direction and input, in
addition to drawing on their colleagues to provide the raw technical skills necessary for problem
resolution and solution development.

A regular adjunct to that function also is a requirement to work remotely with a client’s onshore
technology and telecommunications team as their eyes, ears and hands in The Bahamas.

A full complement of consulting services is available. The big four accounting firms, who have 
in-depth representation in The Bahamas, are joined by ICT consulting specialists providing a strong
focus on technology.The ability of a consulting firm to take the lead project management role,
partner with associated firms where required, and deliver a turnkey solution to the incoming
management team is particularly powerful.The on-demand building of teams between different
firms is not an unusual practice in delivering a one-stop solution to clients.

The added availability of consulting companies who offer everything from Voice and Data
Integration, Networking Solutions, and Systems Analysis and Design for all types and sizes of
business is an integral prerequisite for companies looking to establish a presence in The Bahamas.

IBM, Compaq, Hewlett Packard and Cisco are just a few of the multitude of internationally
recognised name brands represented in The Bahamas. The representation of such vendors adds
significant value to the warranty needs of businesses that are naturally dependent upon service and
support for the equipment that drives their networks.

The fact that The Bahamas has the infrastructure and technological skill sets that are required
building blocks in E-Business development generates a strong “Yes”on the check list of those seeking
to do business offshore.

human resources for adigital economy
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The Government of The Bahamas recognises that the provision of world-class telecommunications
infrastructure is key to the rapid economic and social development of the country.

Those words are not hollow journalistic hype, but are quoted from the Government’s
“Telecommunications Sector Policy”, the enabling framework within which telecommunications
is regulated and operates in The Bahamas, and which was first adopted in July 2001 and later
revised in October, 2002.

Like perhaps all similar jurisdictions, and prior to the modern era of telecommunications
deregulation,The Bahamas has had a history of monopolistic services, in this case Government
owned, that functioned within an environment that was self-regulated by the monopoly
operator. No more. The Telecommunications Act 1999, together with the aforementioned
Sector Policy, were ground breaking events in the history of telecommunications in 
The Bahamas. They not only enshrined the principles of privatisation, liberalisation and
competition in Government policy, but also established the important separation of policy
making from regulation and service provision.

The effect of the above has been far reaching.Working within the policy framework, the Public
Utilities Commission now acts autonomously as an objective, consistent and transparent
telecommunications regulator. This has the dual role of providing important consumer
protection, whilst leaving E-Business service providers and telecommunications operators to
make their own operational decisions within a consistent and open framework. The result is 
a structure that is the envy of many competing jurisdictions.

Within that framework, the Commission has been quick to implement Government policy with
respect to liberalisation of the sector, and The Bahamas is today enjoying the benefits of licenses
granted for the purposes of competitive international submarine fibre optic circuitry,
broadband Internet Service Provision, and the introduction of competitive voice services to the
incumbent monopoly.

CONT’
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Connectivity to the backbones of the world’s major telecommunication carriers is provided
through three separate fibre optic cables, providing an unparalleled level of capacity and availability.
The Bahamas Telecommunications Company (BTC) co-owns and operates the Bahama II fibre optic
cable that links New Providence and Grand Bahama with Vero Beach, Florida, and thereby affords
interconnection with major telecommunications carriers. Caribbean Crossings, a subsidiary 
of Cable Bahamas, the local cable television company, owns and operates the Bahamas Internet
Cable System that lands at Boca Raton, Florida and links the islands of New Providence, Grand
Bahama,Abaco and Eleuthera. Finally, New World Networks has landed the ARCOS-1 fibre optic
ring on the islands of New Providence, Cat Island and Crooked Island.

ARCOS-1 is perhaps the most exciting development in connectivity for the region, acting as a fully
redundant, self-healing fibre optic ring that connects the United States, Mexico, Belize, Guatemala,
Honduras, Nicaragua, Costa Rica, Panama, Columbia, Venezuela, Curacao, Puerto Rico,
Dominican Republic, Turks & Caicos and The Bahamas. Access to the ARCOS-1 ring by 
The Bahamas not only provides for full telecommunications restoration and redundancy in the
event of a catastrophic failure in other fibres, but also means that The Bahamas is at the forefront of
interconnection throughout the region and, indeed, worldwide.

With the widespread availability of competitive international fibre, it is not surprising that the cost
of leased circuits to the business community has tumbled in recent years, and become highly
competitive. It is perhaps equally unsurprising that access to international bandwidth has enabled
competitive Internet Service Providers to create a climate that has led to widespread adoption of
DSL and cable broadband Internet by the consumer. In fact,The Bahamas boasts broadband pricing
and rates that are comparable with those available in North America, and a broadband penetration
rate that at the end of 2002 was judged by some to be close to 25% of households,and rapidly rising.
A highly impressive statistic.

That same international connectivity also has given rise to a growing list of data centre operators
that offer offshore co-location and hosting services in line with international best practices.Among
these are Emagine (Bahamas) Limited and Maxil Communications.

CONT’
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Meanwhile, Government has been actively pushing forward with a privatisation plan that 
is designed to culminate in the acquisition of shares in the incumbent telephone monopoly by 
a strategic telecommunications investor. The stated intent is that the same investor will also
undertake the day-to-day management of the newly structured company.

The ongoing privatisation process has not meant that development of local infrastructure has been
allowed to stall. Following the remarkable growth of BTC’s TDMA digital, mobile network to 42%
of the population in 2002, BTC is now advancing its project to implement a GSM overlay cellular
network complete with General Packet Radio Services.

Notwithstanding the cumulative effect of the above, arguably the most compelling demonstration
of the Government’s commitment to liberalisation lies in the issue by the Commission of a
competitive voice telephony license – an area that was once exclusive to the Government operator.

In October 2002, after a competitive and open application process, the Commission executed 
a wide-ranging radio communications and telecommunications license for the provision of services
over fixed radiocommunications systems.The licence will allow the introduction of competitive
international and domestic voice telephone services commencing January 1, 2004, and will also
permit the provision of portable data services.

The new entrant, whose history includes The Bahamas’ first Internet Service Provider in 1995, will
be operating under its trading name of DigiTel Networks. Already announced is construction of 
a state of the art multi-million dollar wireless infrastructure that will encompass the major island
groups of New Providence,Grand Bahama and Abaco.A raft of consumer and business services will
provide broadband data, including Internet, to desktop and portable devices.

In addition, DigiTel’s voice offering will allow consumers and businesses to take advantage 
of the same wireless infrastructure, and empower consumer choice through the introduction 
of competitive fixed voice telephony services for the first time, with market forces acting as
a catalyst to drive down the cost of telephone usage, and deliver heightened levels of
customer service.

The message is clear. The stated intent of the Government’s Sector Policy to transition 
The Bahamas to a digital economy, and position The Bahamas as an electronic commerce hub in
the region, is well advanced.
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Three pieces of e-commerce legislation reflect the Government’s recognition of creating the right
environment for E-Business:

electronic communications and transactions act 2003
In general terms, the Act clarifies and puts beyond question that wherever a law or legal
requirement exists for writing, signature, originals, copies etc. this requirement is now satisfied if
the writing, signature,original and copies are generated electronically.By these means also, it is now
acceptable to form, negotiate and conclude contracts and other legally binding arrangements
between parties using electronic devices.

The Act does not compel any one to conduct business on-line; it merely provides the parameters
for such if persons agree to conduct business either wholly or partially on-line.

A certain number of exceptions are provided for in the Act.The documents which are exempted
from the legislation, and which cannot be generated or validated electronically are: dispositions 
of real property, testamentary dispositions, enduring powers of attorney and court documents.

The Act is technology neutral, which is important for the continued development of innovation in
technology and the accommodation of transactions and arrangements involving a wide range of
jurisdictions.The Act does not prescribe the type or method of technology to be used to generate
an electronic contract, signature or method for authenticating electronic communication. So long
as the technical and evidentiary attributes are met by the electronic representation, the courts are
bound to recognize its validity.

Admissibility and evidential weight of electronic communication are the same as those applicable 
to documentary evidence and in assessing weight the courts are to have regard to the reliability of
the manner in which (i) the communication was generated stored or transmitted, (ii) the integrity
of the information was maintained, (iii) the originator was identified and (iv) any other relevant
factor.This requirement does not affect the application of sections 61 and 67 of the Evidence Act
1996 which deal with admissibility of documents produced by computers – these provisions
prescribe how evidence stored on computers may be relied on in civil and criminal hearings.

CONT’
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The Act has a specific consumer protection provision in the case of goods to be purchased for family
household or personal use. It places a statutory obligation on a vendor to satisfy a specified
procedure where he is required to provide a consumer with a record of the transaction in writing.

Notarisation is permissible by use of an electronic signature by the notary, once accompanied by all
other information required to be included by other applicable statute, regulation, or rule of law.

Intermediaries and E-Commerce Service Providers
ISPs and e-commerce service providers, i.e. persons and entities that provide the means by which
information (data) is transmitted, conveyed, accessed by others and published, are provided with
an additional defense in certain criminal and civil proceedings in respect of information which 
is handled by their service.The protection exists only if the ISP can show that he could not
reasonably have known that his system was handling unlawful material and that immediately on
becoming aware of this he took measures to stop it and inform the relevant authorities.The Act
also provides a procedure to be followed by such providers for dealing with unlawful or
defamatory information.The service provider has immunity from suit where he acts in good faith
in relation to any action taken under these provisions.

The Minister has power to approve Codes of conduct developed by the industry in relation to the
services provided by intermediaries and e-commerce service providers, which can be gazetted and
thereby have the force of law.

E-Commerce Advisory Board
The Act provides for the establishment of a Ministerial E-Commerce Advisory Board for the
purpose of advising the Minister on matters related to e-commerce, information and
communication technology developments and their relationship to the nation’s socio-
economic development.

CONT’
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the computer misuse act 2003
The Act provides for six new offences, related to unlawful interference with computers and
computer systems.The Act is an important element in meeting security and privacy concerns about
conducting business electronically.

Unauthorised Access To Computer Material – This requires a deliberate intention to access
information or programs in a computer, with the knowledge that the access is unauthorised.

Access With Intent To Commit Or Facilitate The Commission Of An Offence – The
offence is committed if someone uses a computer to gain access to any other computer for the
purpose of committing an offence. In this case the initial access may be authorised, however the
purpose for the access may be criminal. It is also irrelevant whether on not commission of the
intended offence is possible.

Unauthorised Modification Of Computer Material – This requires the deliberate
alteration of the contents of a computer knowing that such alteration is unauthorised.The offence
applies even if the computer affected was not the one targeted.

Unauthorised Use Or Interception Of Computer Service – This is the deliberate act 
of gaining access to a computer knowing that there is no authority for such access, to obtain 
a computer service whether as computer time, data processing or the storage or retrieval of data.
This offence is satisfied either by gaining direct access to the service or by utilising any device for
intercepting communications with the result that a service is obtained through a subversion.

Unauthorised Obstruction Of Use Of Computer – This covers the deliberate act 
of interfering with the functioning of a computer to prevent access or effectiveness of the operation
of the computer, knowing that such interference is unauthorised.

Unauthorised Disclosure Of Access Codes – This creates an offence where any password,
access code, etc. is deliberately released in unauthorised circumstances for the purpose of wrongful
gain, illegal activity or knowing that the disclosure is likely to cause wrongful loss to any person.

CONT’
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Enhanced penalties (except for the offence of access with intent to commit an offence) apply in the
case where an offence is committed which involves a protected computer, i.e. those involving
security, defense or international relations, law enforcement, communications infrastructure,
financial services, public utilities, electronic authentication, emergency, essential services, medical
services and public transportation.

The Act applies to any offence so long as the accused was in The Bahamas at the material time 
or the computer program, or data was in The Bahamas at the material time.

Where damage is occasioned as a result of any offence the penalties imposed by the courts can be
further increased. In addition the courts may order the defendant to compensate the victim for
damage to any computer, data or program.

data protection (privacy of personal information) act 2003
The challenge in introducing data protection laws is to secure the right balance between consumer
trust (through privacy protection) and the facilitation of E-Business.

This Act implements the privacy principles established by the OECD under its Guidelines on the
Protection of Privacy and Transborder Flows of Personal Data.The Act does not apply to personal
data necessary for national security purposes, information that the law requires the data controller
to make available to the public, kept by an individual for family or household affairs or only for
recreational purposes,deliberations of Parliament and pending legal or international legal assistance
procedures.

The Act recognises the following general principles, which match the OECD standards for
collection limitation, data quality, purpose specification, use limitation and security safeguards:

• Data (information) should be collected and used fairly and only for lawful purposes;

• Data should be accurate and kept up to date;

• Data should only be kept for specified and lawful purposes;

• Data should not be used or disclosed in any manner that is incompatible with the specified and
lawful purposes;
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• Data should be adequate, relevant and not excessive in relation to the purpose for which they
are kept;

• Data should not be kept for longer than is necessary;

• Data should be subject to appropriate security measures to guard against unauthorised access,
alteration, disclosure, destruction or accidental loss.

Government Agencies have a period of five years in which to continue processing existing files that
contain personal information, even though the information would have been acquired 
in circumstances in which it was not possible to determine if the information was acquired lawfully
or with the data subject’s consent.

Exceptions To Limitation On Disclosure Of Personal Data
The Act provides power to override the general protection against disclosure, where such 
is warranted in the interests of: national security; criminal investigations, prosecutions and the
collection of tax, duty or similar levy; protecting the international relations of the country;
preventing injury damage or loss to person or property; required by an enactment or court order;
required as a part of legal proceedings or made to the data subject, a person acting on his behalf or
with the data subject’s consent.

Rights Of Individuals In Respect Of Personal Data
The Act provides for certain rights taking account of the OECD principles for individual
participation and openness.

1. Right of access - an individual has a general right to be supplied with details of any personal data
being kept on him.

This right does not apply, amongst other things, to personal data kept for the purpose of preventing,
detecting or investigating offences, prosecutions, collection or assessment for tax, duty or similar
collection and if it is prejudicial to the security or maintenance of good order in a prison or
detention facility. It also does not apply to personal data: kept for performing functions under any
laws for the protection of individuals against financial loss arising out of dishonesty or malpractice 
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in the provision of financial services, company management or the conduct of adjudicated
bankrupts; in relation to a claim for legal professional privilege; in the case of the protection of the
international relations of the country; where the access would reveal confidential commercial
information which cannot be severed from the record containing the personal information;
statistical or research data and back-up data.

Under transitional arrangements the obligation to respond to a request for access to information 
is delayed for a period of one year from the date of coming into force of the Act to allow data
controllers a period of time to prepare themselves for such requests.

2. Right to have inaccurate data corrected or erased.

3. Right to prohibit processing for purposes of direct marketing.

Application Of The Act
The Act applies to the public as well as private sectors. The Act applies to data controllers
established in The Bahamas, i.e. an ordinary resident, a business entity formed under the laws
of The Bahamas or someone who maintains an office, branch, agency or regular practice here,
who processes data in the context of the establishment. It also applies to a data controller who
is not established here but uses equipment in The Bahamas for the purpose of processing data
that is not limited to data in transit.

Administration Of The Act
This satisfies the final OECD principle on accountability of data controllers for complying with
measures that give effect to the other principles.

Data Protection Commissioner
The office of Data Protection Commissioner has been established for the purpose of administering
the provisions of the Act. This office is empowered to issue enforcement notices, information
notices and prohibition notices for compliance with the Act.An inspection of premises for violation
of the Act can only take place upon a warrant granted by a Magistrate.

Transborder data flows – The Commissioner has power to issue a prohibition notice in respect 
of this where the transfer is to a jurisdiction that does not provide equivalent protection to data
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subjects.This prohibition is waived in those circumstances where, by contract, the recipient of the
data agrees to comply with the standards that exist in this Act or where the transfer is made with
the data subject’s consent.

Codes of Practices – Industry generated codes of practice are encouraged and may be given force
of law through being laid before Parliament.

Appeals Process – There is a right of appeal from a decision of the Commissioner to the
Supreme Court.

e-businesslegislation
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With new and amended legislation, a strengthened regulatory structure and a cohesive and
confident private sector, The Bahamas is positioned as an even stronger, more competitive
international financial services centre, following the FATF’s confirmation of its satisfactory 
anti-money laundering regime in 2001 and the negotiation of a standstill provision by The Bahamas
with respect to tax information exchange.

Long-established as one of the foremost international financial centres and a key operational base
for many of the world’s most recognised and respected banking and financial organisations,
The Bahamas has preserved its crucial tax neutrality advantage in the new financial architecture that
has emerged in the country.

The Bahamas has been providing banking and trust services to the international financial
community since the 1930s. It is one of the most developed financial centres in the world, with
products and services covering banking, private banking and trust services, mutual fund
administration, capital markets, investment advisory services, accounting and legal services,
e-business, insurance, and corporate and shipping registry.

According to the Central Bank of The Bahamas more than 250 banks and trust companies are
licensed to operate in The Bahamas, with all maintaining a physical presence in the country,
and representing in excess of 4000 employees.There are also over 60 institutions licensed to
provide fund administration and some 90 licensed to provide broker-dealer and/or investment
advisory services.

An independent nation since 1973 and one of the oldest, most vibrant democracies in the
Western Hemisphere,The Bahamas has no income, inheritance, capital gains or corporate tax.
Revenue is raised largely from customs duties, property tax and stamp duties. Its currency is on
par with the U.S. dollar.

legal system
The legal system in The Bahamas, modelled on the British pattern and independent of the political
process in the country, provides a well-established environment for international business.

CONT’
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The independence of the judiciary and Bahamian sovereignty provide The Bahamas with a unique
environment for the conduct of international services.

regulatory authorities
The Bahamas is an active member of established international regulatory and policy-making bodies
and devotes considerable resources to its participation in these bodies, and adherence 
to international best practices. It has a comprehensive regulatory and supervisory framework,
including the Central Bank of the Bahamas, Securities Commission of the Bahamas, Registrar of
Insurance Companies, Bahamas Compliance Commission, and the Financial Intelligence Unit.
The Bahamas also has a recognised system for the prevention and detection of money laundering.

industry associations
With a long history of positive contribution to the industry’s development, the country’s
professional bodies play an essential role in public/private sector dialogue and partnership.

Formed in 1976, the self-regulatory Association of International Banks and Trust Companies
promotes a high level of ethical conduct and management standards.Similarly, the Bahamas Institute
of Chartered Accountants functions as a self-regulatory body, ensuring compliance with
International Auditing and Accounting Standards and Rules of Professional Conduct.The Bahamas
Bar Association is also a self-regulatory organisation.

CONT’
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Other industry groups which are part of this extensive resource base are the Bahamas Fund
Association, Clearing Banks Association, Bahamas General Insurance Association, Bahamas
Association of Life and Health Insurers, Bahamas Association of Compliance Officers, Society of
Trust & Estate Practitioners, Society of Financial Analysts, Bahamas Institute of Financial Services,
and Bahamas Real Estate Association.

professional community
There are over 600 attorneys practicing in The Bahamas, from firms of various sizes. Many of the
firms specialise in international financial services.The British-based legal system means that most
attorneys in The Bahamas have been trained and qualified in the United Kingdom,and consequently
are very familiar with practices and concepts arising from English Case Law.

The Bahamas also has an impressive selection of well-qualified and experienced public accountants,
with an estimated 350 in practice at the present time.

investment policy
The Bahamas has a liberal investment policy, with Government encouraging and promoting 
an investor-friendly environment. The Bahamas Investment Authority (BIA) is a one-stop shop
designed to cut red tape and facilitate coordination among relevant Government agencies.

All major political parties in The Bahamas are committed to maintaining and enhancing its
status as a premier international financial centre, ensuring the industry will retain both its
stability and profitability.
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global connections
The Bahamas’ superior physical infrastructure includes six international airports served 
by international airlines providing links to the world. The nation’s 23 seaports include a major
cruise-ship port in Nassau and a modern container facility – one of the largest in the region of the
U.S. Eastern seaboard – in a 200-square-mile free trade zone on Grand Bahama Island.

Telecommunications services in the islands are “state-of-the-art” and are well positioned for
redundancy, high speed and substantial bandwidth in a competitive environment.

a complete international centre
While banking, trust and private banking services have been the cornerstones of the country’s
financial services industry,The Bahamas has emerged as a complete international centre:

Private Banking and Trust Services Among the first international financial centres 
to recognise the growing demand by high net-worth individuals for private banking and trust
services,The Bahamas has responded with modern, flexible legislation that facilitates effective
financial planning.

Investment Funds Investment funds are developing rapidly due to the Securities
Commission’s strong overview of investment fund administrators. Investment funds in 
The Bahamas enjoy speedy registration procedures, low establishment costs, and minimal
corporate or trust formation expenses.

Capital Markets Asset managers have long selected The Bahamas as a domicile and they,
along with broker dealers, have established a growing presence in the country. The
establishment of the Bahamas International Securities Exchange (BISX) supports primarily the
domestic market – its eventual expansion into the international arena will further reinforce
growth in this sector.

Insurance The Bahamas’ insurance legislation provides a flexible user-friendly framework
for legitimate investment services with certain features not found in most other
jurisdictions.
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Corporate Registry The Bahamas has a modern well-balanced regime for the formation
of companies. Its standards of due diligence meet the requirements of the FATF.
Consequently, IBCs remain an ideal legal vehicle for the conduct of personal investment,
investment funds and investment management business in the tax neutral environment of
The Bahamas. Other products including the Limited Liability Partnership are also utilised
by the international community.

Shipping Registry The Bahamas ranks number one in the world for cruise ship registry
and number three in total world tonnage.The strategically located and modern international
container port on Grand Bahama is ideal for the transhipment of goods to and from ports in
North and South America.

E-Business The Bahamas provides a range of options from virtual presence to full presence,
which can draw on highly skilled professional services that have formed the backbone of this
country’s pre-eminence in financial services. Further, it can accommodate fulfilment capabilities
and offer leisure services unparalleled elsewhere. By tradition a service based jurisdiction, the
move to an information based economy is a natural evolutionary step. All of these factors
combine to make The Bahamas an attractive and competitive E-Business hub for this region.

the bahamas. the better choice.
The Bahamas is ideally positioned as a leading international business centre, with the existence
of a highly skilled professional talent pool, accepted legislation conducive to business, a risk
based regulatory environment, and systems for the prevention and detection of money
laundering and financing of terrorism.The depth and quality of financial services institutions
is complemented by the provision of a tax neutral platform for all business activity and
consistent governance in this independent nation. It is also a country committed to its
democratic traditions, fiscal prudence, and a strong public-private sector partnership.

the bahamas:an internationalbusiness centre
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cable bahamas limited
P.O. Box CB-13050
Nassau, N.P. Bahamas
Tel: 242.356.6780
Fax: 242.356.8990
Contact: Barry Williams
Email: info@cablebahamas.com
www.cablebahamas.com

credit suisse trust limited
P.O. Box N-3023
Nassau, N.P. Bahamas
Tel: 242.502.8080
Fax: 242.502.8082
Contact: Olivia Knowles
Email: Olivia.Knowles@cstrust.ch
www.cstrust.com

emagine (bahamas) ltd.
P.O. Box EE-17034
Nassau, N.P. Bahamas
Tel: 242.356.4002
Fax: 242.356.4189
Contact: Andrew M. Pike
Email: info@emagine.bs
www.emagine.bs

firstcaribbean international
bank (bahamas) limited
P.O. Box N-8329
Nassau, N.P. Bahamas
Tel: 242.393.4710
Fax: 242.393.4280
Contact: Lowell Turnquest
Email: lowell.turnquest@firstcaribbeanbank.com
www.firstcaribbeanbank.com

ibm bahamas limited
P.O. Box SS-6400
Nassau, N.P. Bahamas
Tel: 242.323.7350
Fax: 242.323.8944
Contact: Errol Bodie
Email: ebodie@bs.ibm.com
www.ibm.com/bs

kpmg corporate finance ltd.
P.O. Box N-123
Nassau, N.P. Bahamas
Tel: 242.393.2007
Fax: 242.393.1772
Contact: Adrian Medford
Email: info@kpmg.com.bs
www.kpmg.com.bs

lennox paton
P.O. Box N-4875
Nassau, N.P. Bahamas
Tel: 242.502.5000
Fax: 242.328.0566
Contact: Michael Paton/Kenred Dorsett
Email: info@lennoxpaton.com
www.lennoxpaton.com

oceanic bank & trust limited
P.O. Box AP-59213
Nassau, N.P. Bahamas
Tel: 242.502.8822
Fax: 242.502.8840
Contact: Patrick Nihon
Email: info@oceanic.bs
www.oceanic.bs

providence technology group
P.O. Box N-1081
Nassau, N.P. Bahamas
Tel: 242.393.8002
Fax: 242.393.8003
Contacts: Ian Hepburn/Brian Hassan/ 
Georgette Robinson
Email: info@providenceTG.com

systems resource
group/bahamas on-line
P.O. Box N-3920
Nassau, N.P. Bahamas
Tel: 242.325.0011
Fax: 242.325.0226
Contact: Paul Hutton-Ashkenny
Email: info@srg.com.bs
www.srg.com.bs

guidesponsors



about bfsb
a broadly based and highly skilled private sector creates a dynamic mix of
banking, trust, fund administration, investment advisory and insurance services
in the bahamas. augmented by professional advisors from legal, accounting,
realty, information and communication technology firms, the bahamas is 
a complete international centre.

the bahamas financial services board (bfsb) represents an innovative
commitment by the financial services industry and the government of the
bahamas to promote a greater awareness of the bahamas’ strengths as an
international financial centre. bfsb, a private sector body, and its member firms
enjoy a strong partnership with the government of the bahamas. this
partnership is focused on ensuring that the country’s regulatory and business
environment is suitable for both clients and the international stature of the
bahamas as a member of the community of nations.

for further information contact:
bahamas financial services board
tel 242.326.7001
info@bfsb-bahamas.com
www.bfsb-bahamas.com
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Strategic planning for business cycles 
is an essential element for any successful
business. In The Bahamas, we believe this
principle is equally important for individuals
and families. 

At each stage of your financial
development, various products, services 
and techniques are available, many of which
have complementary characteristics to 
assist in the organization of your financial
affairs. The Bahamas offers a comprehensive
range of private wealth management
options, which may be usefully regarded 
as a Bahamas tool kit, and is available 
to design effective individual solutions.

In The Bahamas, we are committed to
adding value to the personal financial plans
of clients through dedicated service as well
as the appropriate application of financial
planning tools. For the purpose of this
guide, these professional services are
termed private wealth management.

Individuals who have an effective wealth
management strategy are better positioned
to manage the impact of events such as
changing market conditions, family
transitions or planning for the future.

In The Bahamas, we do not believe that
private wealth management should focus
merely on the structuring of financial affairs
to reduce or defer tax. While the ability 
to accrue profits within a tax-neutral

environment such as The Bahamas should
be recognized as a valuable advantage, we
believe the greater priority is the formation
of a relationship fashioned on maximizing
the efficiency of your financial assets.
Whether this is accomplished by increasing
the return, safeguarding against loss or
ensuring efficient distribution, it is clearly 
a business relationship that may span
generations. The integrity and continuity
offered by institutions located in The
Bahamas should be important factors when
considering a wealth management plan.

The financial services industry in 
The Bahamas is staffed and managed by 
a large pool of experienced professionals.
With personnel committed to the local
community, the client may be confident 
that continuity of service, which lies at 
the heart of the successful professional
relationship, will be more predictable 
than in locations largely dependent upon
imported skills. Moreover, respect for
personal confidentiality lies at the heart 
of private wealth management, and the
Bahamian government has long recognized
and valued the right of the individual to
confidentiality in financial matters. Clients
may be assured that their affairs will be
handled in a discreet, professional manner.

Modern legislation enables The Bahamas
to remain at the forefront of the industry.

The legislative environment is constantly
monitored to ensure the jurisdiction retains
its competitive advantage. To this end, the
ability of an independent nation to set its
own legislative agenda is an important
consideration when deciding the location 
for personal financial services. 

This guide aims to highlight products 
that have a variety of uses and that inevitably
overlap. It may be useful to remember 
that as wealth increases, the structuring
alternatives available similarly increase and,
as such, the tool kit expands. It should
become clear, however, that successful
wealth management is a whole life process
that is most effective when started early and
managed to achieve agreed long-term goals.
A trust or company structure that may be
valuable for protecting assets during life 
can be equally effective at managing their
distribution following death. Indeed, the
earlier a wealth management strategy is
embraced, the greater the potential benefits.

The Bahamas offers an ideal domicile for
the management of personal wealth. The
tradition of quality personal service coupled
with an investor-friendly, tax-neutral
environment yields a unique set of benefits.
As you read this guide and explore some of
the wealth management facilities offered
from within The Bahamas, we hope you 
are encouraged to find out more.

WEALTH MANAGEMENT TOOL KIT

Introduction to private wealth management
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The Bahamas provides individuals 
and institutions the ability to establish
customized corporate structures tailored 
to the specific demands of their international
business transactions, asset management 
and estate planning. These range from 
the flexibility of the International Business
Company (IBC) to the sophisticated
Segregated Accounts Company (SAC).

Types of structures
The IBC is a staple tool in creating
structures to preserve and accumulate
wealth. Its ability to adapt to the needs 
of the client is enhanced by the jurisdiction’s
tax-neutral platform and the judicious
corporate governance requirements.

There are no income taxes, capital gains,
gift, estate, inheritance or succession taxes
in The Bahamas.

While companies established under the
Companies Act, 1992, and the International

Business Companies Act, 2000, are used by
both international and Bahamian investors, the
IBC is the preferred vehicle, because there are
fewer filing requirements for these companies.
The IBC may transact business in The Bahamas
or internationally.

Depending on the nature of the product and
market, the corporate structure could be
enhanced by the use of a Segregated Accounts
Company, or one limited by guarantee.

In an increasingly global economy, 
entities that transact business in multiple

Corporate structures
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jurisdictions value the importance of
properly structured corporate affairs to 
take advantage of regional and multilateral
trade opportunities, tax incentives 
and mitigation, transfer pricing and 
double taxation treaty enhancements.
Consequently, creation of a permanent
establishment in a tax-neutral jurisdiction
such as The Bahamas is an integral part 
of strategic planning.

Such planning may also extend to
companies wishing to access international
financing for operations in different parts 
of the world. The use of international
corporate structures to coordinate debt 
and equity financing and bond issues has
proven advantageous to both companies 
and investors when combined with trust
settlements as part of a broader estate
planning strategy.

It is vitally important to the successful
outcome of transactions involving
international business and trade, financial
and tax planning, estate planning, wealth
management, and private trust or family
offices that the correct corporate structure
is created in an accommodating and well-
regulated jurisdiction, such as The Bahamas. 

A comprehensive, Internet-based
registration process has been introduced,
making it fast and convenient to incorporate
in The Bahamas.

Bahamas regulatory framework
Companies are required to maintain a
registered office and appoint a registered

agent in The Bahamas. These service
providers must be licensed as financial 
and corporate service providers.

WEALTH MANAGEMENT TOOL KIT
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International Business Companies (IBCs)
The International Business
Company (IBC) Act provides a modern,
simple and cost-effective corporate vehicle
designed to suit in most flexible terms the
needs of international business persons. The
IBC, although incorporated and domiciled in
The Bahamas, is designed to facilitate the
undertaking of legitimate business anywhere in
the world, whether in its role as a holding
company, trading company, a private investment
vehicle, insurance company for non-domestic
business, or other uses, including its ability to
form part of a more sophisticated structure
involving a combination of trust, foundation
or other specialized corporate elements.

Of particular importance, the IBC operates
in a responsible environment for both due
diligence and corporate governance

requirements. As a part of the global effort 
to combat money laundering and all other
illegal activities, a Bahamian IBC must have 
a registered agent which is a licensed entity
under the Banks and Trust Companies
Regulations Act of the Financial and Corporate
Service Providers Act. Such agents are under
regulatory control of The Bahamas which
requires that full compliance is maintained with
established Know Your Customer standards.
This information, although mandatory, is kept
in confidential files of the registered agent.

Further, every IBC is required to maintain 
a registered office in The Bahamas. The
directors may decide where the corporate
records of the company are to be
maintained and what they should consist of
but copies of the Articles and Memorandum

of Association, the register of directors and
officers and the Share Register must be kept
at the registered office. A copy of the register
of directors and officers must be filed with the
Registrar General’s office. There is no public
filing of the register of shareholders.
However, every IBC (and any other
company incorporated in The Bahamas) is
required to notify its registered agent of its
beneficial owners. Every registered agent must
take reasonable steps to verify such beneficial
owners, collect the prescribed information in
relation to such beneficial owners and maintain
the same on a database that is accessible by 
a secure search system established by the
Attorney General in his capacity as the
competent authority. Other key highlights 
of the IBC are provided on the next page.

The flexibility and attractive cost of the IBC
have resulted in the predominant use of this
vehicle in wealth management, with a wide
variety of applications:
• Holding company. In many instances
the IBC is used as a holding company for
assets such as property, securities
investments or personal luxuries.
• Investment fund. In the investment
funds industry, the structuring of a fund 
that is simply a customized corporate 
or partnership entity allows access to
specialized investment services and
improved efficiencies in the delivery of
investment management and administration
services. The IBC is the vehicle of choice
for such structures. The Bahamas
Investment Funds Act provides a regulated
environment at the cutting edge of modern
investment fund administration.
• Shipping company.The IBC is an ideal
structure to hold title to a ship. The Bahamas’
Ship Registry is ranked as the third largest in
the world, and is the number one choice for
the world’s leading cruise operators.

• Captive insurance company. Captive
insurance companies are used to insure and 
reinsure the risks of subsidiaries and affiliated
companies. Captives also provide access to
reinsurance markets and, when established 
in a tax-neutral environment such as 
The Bahamas, benefit from the accumulation 
of premium and investment income.
• Private trust company. The IBC, as a
private trust company, assumes the role as
trustee for one or more family-related trust
settlements. It does not engage in any third-
party business. Such a structure enables the
settlor to select the management of the
trust company and retain more control
over the operations than would be allowed
under normal corporate trustee
arrangements.
• Family office.The family office concept
uses the private trust company structure as
a platform for the broader-based services
to be provided for the family. 
• Other applications. IBCs can include
joint venture, patent and e-businesses.

Bahamian IBCs have many practical applications
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Segregated Accounts Companies (SACs)
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Company Law

Corporate Legislation Source

Types of Company

Classes of Shares

Currency for Authorized Share Capital

Minimum Share Capital

Standard Share Capital

Shares of No Par Value

Minimum Number of Shareholders

Bearer Shares

Usual Incorporation Time

Liquidation Procedure

Due Diligence

Meetings

Company Name

Reservation of Company Name

Government Fees–Incorporation

Government Fees–Annual

Details held on public record

Redomiciliation

Liquidation/Dissolution Procedures

Exchange Control

International Business Companies Act, 2000 with amendments.

English Law

• A company limited by shares and/or guarantee. • An unlimited company • A segregated accounts 
company (protected cell in some other jurisdictions).

In addition to being designated as issued “without par value”, shares may have rights attached as voting, non-voting, preferred, 
redeemable, redeemable preference shares or shares entitled to participation only in certain assets of the company, and may 
include options, warrants or instruments of a certain nature.

Any Minimum Number of Directors One

None Required Corporate Directors Permitted Yes

US$5,000 Corporate Secretary No

Yes Audit Required by Law No

One Statutory Filing of Accounts No

No Filing of Annual Return No

2-3 Days Ready Made Companies Available No

Easy Dissolution Procedure Available Yes

Yes Certificates of Good Standing Available Yes

Annual General meetings (AGMs) are not required. AGMs may be held anywhere inside or outside of The Bahamas and can take
place by telephone. Directors meetings are discretionary. Directors entitled to vote on resolutions at a duly constituted meeting 
need not formally attend but must pass such resolutions by unanimous written consent signed by all of the directors (provided 
that there is no restriction thereon in the Articles). Directors may attend meetings by telephone or video conference.

May end in Ltd., Corp., GmbH, Inc. or S.A. either in abbreviated form or in full.

$25 for 28 days; may be extended for two additional 14-day periods at $30 per period

Capital up to US$50,000 - $400; capital over US$50,000 - $1,200

IBC with authorized share capital of US$0 to US$50,000 - $350; IBC with authorized share capital of US$50,001 & above - $1,000

• Name of Company • Date of Incorporation • Memorandum and Articles of Association • Registered office and agent address 
• Directors and Officers • Authorized share capital and number of shares • Registered number • Register of Charges (optional 

at election of company).

By way of continuation in and outside the jurisdiction in accordance with the laws of The Bahamas and the laws of the jurisdiction 
from or to which IBC is being continued.

Voluntary and Court supervised procedures available.

No - unless an IBC does business with a person resident in The Bahamas or where a person who is deemed to be resident of 
The Bahamas for exchange control purposes desires to purchase shares, debts of securities in the IBC.

A Segregated Accounts Company
(SAC) is a company which is registered under
the Segregated Accounts Companies Act,
2004. The SAC may create separate accounts
with assets and liabilities which are segregated
from the assets and liabilities attributable 
to every other account and also from the
company’s general assets and liabilities.

A segregated account is not a legal person
distinct from the SAC. It must inform any
person with whom it deals that it is a SAC

and must identify the segregated account
which is connected to a particular
transaction. All assets linked by a SAC to a
segregated account shall be held by the
company as a separate fund which will not be
part of the general account of the company but
held exclusively for the benefit of the account
owners of the particular segregated account.
Those assets will be available to meet the rights
of the account holders and satisfy the liabilities
connected to the particular segregated account.

The SAC will record what assets are 
in its general account and such assets shall
be the only assets of a SAC available to
meet the general liabilities of the SAC.
Assets in the general account will not be
available to satisfy liability which is linked 
to a segregated account.

The rights and obligations of account
owners in a segregated account are
contained in a governing instrument. 

Key Highlights of the IBC Act
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The governing instrument may provide
for conditions which must be complied with
in order for a person to become a
segregated account holder and may also
provide for management of the segregated
account, appointments of one or more
managers, and the orderly winding up of the
affairs and termination of the segregated
account. The governing instrument must be
governed by the laws of The Bahamas and
the parties to it must submit to the
jurisdiction of the courts of The Bahamas.

The rights and obligations of
counterparties dealing with the SAC
are evidenced in the form of contracts.

Structures
A company registered as SAC must be
governed by the Companies Act or the
International Business Companies Act 
and that company:

1. must be engaged in the business of 
a. investment funds
b. issuing securities or
c. insurance, or 

2. is a subsidiary of a Bank or 
Trust Company (and not licensed 
by the Central Bank), or

3. is engaged in a business where 
the Minister responsible for companies
has prescribed a primary regulator. 

No company licensed under the Banks 
and Trust Companies Regulation Act 
may register as a SAC.

Registration 
A SAC must file a request with the Registrar
to be registered as a SAC containing the
prescribed information and accompanied by
the consent of the primary regulator of the
relevant business. Where the company has
conducted business prior to the application
for registration, a statutory declaration
containing prescribed information must 
also be filed with the primary regulator 
along with evidence of the consent of 75%
of the intended account holders and 75% 
of the would-be creditors of the SAC. 
The Registrar will issue a certificate of
registration on completion of registration.

Requirements
• A SAC representative who monitors 

and reports on the activity of the SAC
may be required where the primary
regulator is especially prescribed by 
the Minister responsible for companies.

• A SAC must maintain a private register of
account owners.

• A SAC must file an annual declaration
stating that the company is in compliance
with the Segregated Accounts Companies
Act.

• A SAC must maintain records in
accordance with generally accepted
accounting principles. Records must 
be made available at least once a year 
to each account owner, unless waived 
by the account owner.

• A SAC must pay prescribed fees based
on the number of accounts.

The trust is a unique relationship that
allows an individual or a legal entity (the
settlor) to transfer assets–which may be of
almost any type–to a third party (the trustee) to
be administered for the benefit of those
chosen by the settlor (the beneficiaries) 
in accordance with the provisions of a
document (the Trust Deed). The concept is
based on the separation of legal ownership 
of the trust assets (which rests with the
trustees) from the beneficial ownership
(which rests with the beneficiaries).

The Bahamas advantage
Bahamian law recognizes trusts and 
the Supreme Court has a long history 
of upholding the principles of equity.

Many of the world’s largest and most
prestigious financial institutions have
branches or subsidiary operations in The
Bahamas, taking advantage of the country’s
stable political and economic system.

In establishing a Bahamian trust, planners
do not need to take local taxes into

consideration, as there are no income, capital
gains or estate taxes in the jurisdiction.

Developments in trust legislation have
strengthened The Bahamas’ position as an
international financial centre. These
developments include:

The Trustee Act, 1998
This modern and standard-setting statute
places The Bahamas in the forefront of
international jurisdictions in terms of
premier trust legislation. Today, it remains as
one of the foremost international financial
centres and trust jurisdictions in the world.
Key aspects of the Act include:
Discretionary powers. The Act enables 
a settlor to retain certain discretionary
powers without compromising the validity 
of the trust. The most important includes the
power to revoke the trust or trust
instrument, or any powers granted by the
trust or trust instrument; to withdraw
property from the trust; to add or remove
trustees, protectors or beneficiaries; and to

give directions to trustees. As a result, the
settlor is able to ensure that the trust is
properly administered.
Investment of trust assets. Trustees have
been vested with wide discretionary powers 
of investment and of dealing with the trust
property. In this regard, trustees have the full
powers of investment and of changing
investments as those possessed by individual
beneficial owners absolutely. Trustees may
appoint agents such as investment advisors,
who, on their behalf and in accordance with
the trust instrument, may properly invest the
trust funds and give investment advice. Since
Dec 30, 2011, trustees are afforded greater
protection where the trust instrument
stipulates that the power of investment shall
only be exercised upon a direction by the
power holder, eg an investment advisor. In such
cases, when acting pursuant to an investment
direction, the trustee is not liable for any loss
arising as a result of following the direction,
acting only pursuant to the direction or failing
to act in the absence of an investment direction.

Bahamian trusts
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Managing trustee/protector. The trust
may provide for a managing trustee, and a
protector may be appointed with wide
discretionary powers, ensuring the wishes and
intention of the settlor are carried out in
accordance with the trust instrument. The Act
formally recognizes the role of the protector.
Court advice. The Act allows a process
whereby a trustee may seek advice and
directions from a judge in chambers of the
Supreme Court without the necessity of
filing an action. This could facilitate quick
resolution of questions relating to the
management or administration of trust
property, involving only such interested
persons as the judge may find expedient, and
saving costs.
Maintenance and advancement. The
powers of maintenance and advancement can
be applied in respect to any minor who has
an interest in the income of trust property.
Access. The Act creates certainty as to
who may be able to have access to the 
trust documents.
Income accumulation. Income may be
accumulated within the period allowed by the
rule against perpetuity, if applicable. In The
Bahamas, the perpetuity period rule, where
applicable, adopts a “wait and see” approach
to “lives in being,” or it may be a fixed period
of 150 years.
Risk. The Act provides for appropriate flight
clauses so that if there is any political upheaval,
or any serious activity that would place the
trust at risk, the trust and its administration
would be transferred immediately and
automatically to another country.
Registration. Trust instruments and

subsequent documents do not have to 
be registered (except for conveyances 
of Bahamian real property) under the
Registration of Records Act.

Trust legislation also provides for protection
of assets against potential creditors, avoidance
of forced heirship laws and indemnities for
trustees, as highlighted below.

The Trusts (Choice of 
Governing Law) Act, 1989
This law provides that assets held in a
Bahamian trust may be protected from forced
heirship claims or the enforcement of other
foreign law rules, which are adverse to the
free disposition of property.

The Perpetuities (Amendment) 
Act, 2004 
The Amendment Act of 2004 extended the
perpetuity period from 80 to 150 years,
enabling families to plan for five generations.

The Perpetuities (Abolition) 
Amendment Act, 2011 
This Act abolished the rule against
perpetuities for all trusts made after
commencement of the Act, ie after Dec 30,
2011. For existing trusts, trustees may apply
to the Supreme Court to disapply the rule
against perpetuities. Nothing would prevent a
new trust from including a perpetuity period if
the settlor so desires.

Fraudulent Dispositions Act, 1991
This provides creditor protection to trust
settlors. Trust assets are generally protected
from all litigation in respect of existing claims

started more than two years after assets 
are placed into the trust. 

In crafting this legislation, Parliament was
careful to ensure that the Act exists for the
benefit of “solvent” settlors seeking to
safeguard their property from possible future
claims. The Act does not provide assistance
to proposed settlors wilfully seeking to
defeat an existing or contingent obligation
owed to a creditor, of which they had notice.

Settlors seeking to use the provisions of
the Act should take steps to ensure that,
under their relevant bankruptcy laws, a
transfer into a Bahamian asset protection
trust is lawful and acceptable with regard 
to their particular considerations and
circumstances that may exist at the time.

Purpose trusts
While a focus on any of the various types of
trusts would be worthwhile, one of the
most recent additions to The Bahamas tool
kit of products within the trust sector, the
Purpose Trust Act, 2004 (amended 2011) 
is worth highlighting.

Traditionally, private trusts have named
beneficiaries or classes of beneficiaries.
Purpose trusts do not fit this mould and 
are often compared to charitable trusts. 
A significant difference, however, is that,
with limited exceptions, trusts will only 
be considered charitable if they are for 
the relief of poverty, the advancement of
religion, the advancement of education or
some other purpose beneficial to the
community. Like many other international
jurisdictions, The Bahamas has passed
legislation that recognizes trusts for 
non-charitable purposes.

The Purpose Trust Act, 2004 
The law dealing with purpose trusts in 
The Bahamas is contained in the Purpose
Trust Act, 2004. Authorized purpose trusts
must satisfy the following requirements:

1. The purpose must be possible and
sufficiently certain to allow the trust 
to be carried out;

2. The purpose must not be contrary 
to public policy or unlawful.

Authorized applicants. The Act 
provides for authorized applicants–
persons appointed as such under the 
trust instrument or the settlor of the 
trust or court-appointed person. 
These authorized applicants have rights
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Trusts are extremely versatile, and this
accounts for their long-standing use in
wealth management. Examples of trusts
include asset protection, purpose trusts,
pensions trusts, voting trusts and
charitable trusts. They provide the
following advantages:
• Flexibility in the distribution of the

client’s assets following his or her death;
• Wealth preservation for the next

generation;
• Separation of income benefits from capital;
• Avoidance of lengthy and complicated

probate court procedures;

• Retention of shares for employees;
• Confidentiality;
• Maintenance of property for those who

cannot hold it for themselves, eg, minors;
• Avoidance of disputes among heirs and

beneficiaries by securing the services of
an impartial person to administer assets;
and

• Protection of property and assets from
legal and political actions that may be taken
against the settlor and beneficiaries by
transferring legal ownership to the trustee.

Uses and advantages of trusts in The Bahamas
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Foundations
A foundation is a distinct legal entity
registered under the Foundations Act, 2004.
Once registered, a foundation is deemed to
be resident and domiciled in The Bahamas.
Foundations may be established for private,
commercial or charitable purposes provided
same are lawful and include the management
of its assets. Foundations are created by 
the will of the founder or by the founder
executing a charter which may, but need not,
be filed in the registry of foundations.

Foundations may be used for most
purposes for which trusts and companies 
are presently used: estate planning, tax
planning, preserving family wealth,
segregating assets, perpetuating corporate
governance philosophy, subordinating debts,
separating voting and economic benefits,
investing in private companies with a poor
economic performance, owning private 
trust companies and establishing charities.
Foundations may also be used where 
anti-forced heirship and creditor protection
are important.

Features
The founder of the foundation may be 
a natural or legal person and a nominee
founder may be used.

A foundation must appoint either or
both a secretary or foundation agent 
to conduct the necessary due diligence,
provide the registered office, undertake
duties relating to anti-money laundering 
and counter-terrorism regulations and
ensure that the foundation complies 
with statutory requirements. The secretary
or foundation agent must either be a
licensed trust company under the Banks 
and Trust Companies Regulation Act 
or a duly licensed financial and corporate
service provider under the Financial and
Corporate Services Providers Act. If a
foundation has a foundation agent and 
a secretary, but the latter does not 
perform any of the statutory duties, 
such a secretary need not be a licensed
financial and corporate service provider 
or trust company.

1. Where there are no officers appointed,
the foundation charter shall provide for
the appointment of a foundation council,
which may consist of:
a. two more natural persons
b. a legal person and one or 
more natural persons, or
c. a legal person by itself.

2. The foundation council’s members 
need not be located in The Bahamas 
and its functions include:

a. ensuring that the foundation 
and the officers comply with 
the charter and articles and 

b. supervising the officers 
and their management of 
the foundation. 

3. The Council is entitled to:
a. access to the books and records 

of the foundation
b. be informed of all meetings 

of the officers
c. attend and be heard but not 

vote at such meetings
d. be included in the circulation 

of foundation documents and
e. be informed of any delegation 

of powers to an officer.
Fiduciary and other responsibilities are

usually vested in a foundation council or similar
governing body and the foundation may also
have a protector or committee of protectors.

A charter may reserve powers to the
founder, including the power to amend or
revoke same. Charters may appoint other
officers in addition to the secretary, whose
duties will be mainly administrative. It may

(similar to beneficiaries of an ordinary trust)
to enforce the trust and to make certain
applications to the court including
administrative proceedings, proceedings for
breach of trust and also rights to information
(unless excluded by the settlor).

An authorized purpose trust may create
trusts for one or more authorized purposes
and one or more individuals, corporations
or charitable purposes. While individuals
may benefit indirectly from the authorized
purpose trust, they do not necessarily 
have the status of an authorized applicant.
Rule against perpetuities. This does not
apply to authorized purpose trusts.

Uses of a purpose trust
The most interesting feature of purpose
trusts is the fact that beneficial ownership is
not vested in any person or entity that might
receive a benefit under such trusts.

Accordingly, an authorized purpose trust 
has many estate planning and commercial 
uses, including:

1. Holding shares of a private company,
expressly authorized by the Act. In this
structure, the settlor, members of the
family and advisors may be appointed
directors of the private trust company
(see pg S11) and assume some
responsibility for the management of
the trust. This is useful when assets are
of an unusual nature.

2. A trust that has both philanthropic and
charitable purposes. 

3. Asset purchase or financing
transactions to provide security for an
entity that finances the purchase or to
keep the asset and corresponding
liability from appearing on a
purchaser’s balance sheet.

4. Separate voting from economic control.

Regulatory framework
The supervisory and regulatory regime 
for banks and trust companies as
administered by The Central Bank of 
The Bahamas includes corporate
governance, guidance on internal controls
and accounting standards, capital adequacy,
risk management standards, controls on
large financial exposures and self-dealing
safeguards against abuses of conflicts 
of interest and know-your-customer 
(KYC) requirements.

The Central Bank Act and the Banks 
and Trust Companies Regulations Act
collectively address these issues, as 
well as cross-border supervision and
cooperation by the Central Bank with 
its international counterparts.
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Executive Entity
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include in terrorem provisions.
The procedures for appointing

beneficiaries may be included in the charter
rather than the names of the beneficiaries. 

A beneficiary with a vested interest in 
the assets of the foundation has the right 
to be notified of interests, request the charter,
articles, any audit report, and any minutes 
of any meeting of the officers of the council 
or other supervisory body. A beneficiary has
the right to confidentiality and the officers 
of the foundation council shall take all
reasonable steps to secure such confidentiality.

Due diligence in respect of founder and
beneficiaries is required, but confidentiality
with regard to foundation information must
be maintained.

Foundations are exempt from Bahamian
taxes and business license fees, stamp duties
(excepting Bahamian real estate taxes) and
exchange controls. They may redomicile to 

or from The Bahamas. Articles are optional.
If no articles, the Act applies. A foundation
need only keep such financial statement
accounts and records as the officers
consider necessary or desirable to reflect
the financial position of the foundation.

Foundations may be established for 
a fixed or indefinite period. Foundations 
may be formally liquidated or revoked. 

Instruments of disposition may include
restrictions against alienation.

Registration formalities
A registration statement contains the name
of foundation, date of charter, purposes and
objects, date of articles (if any), details of
founder (could be nominee), secretary and
foundation council or other governing body 
or supervisory person, address of registered
office, period for which established and value

of initial assets.
The only additional filing required is 

a statement containing particulars of any
amendments to the initial registration statement.

Foundations must have initial assets of
$10,000 which must be maintained. (Assets
of a foundation need not be transferred 
until after registration although there will be 
a commitment in the charter by the founder
to transfer the assets).

Foundations must have a registered 
office and secretary or foundation agent 
in The Bahamas.

Fees per calendar year
• $500 if registered in 1st quarter 
• $375 if registered in 2nd quarter 
• $250 if registered in the 3rd quarter
• $125 if registered in the 4th quarter 
• Annual fee $500

The Executive Entity (EE) is a legal entity
registered under the Executive Entities Act,
2011 to perform executive functions–these
are powers and duties of an executive
administrative, supervisory, fiduciary and
office holding nature. The EE institutionalizes
the governance of wealth structures and
other entities in an entity with limited liability
that is specifically designed for this purpose.
The EE therefore is an ideal solution in the
matter of identifying a protector or enforcer
of a trust or a director or shareholder of a
private trust company.

Highlights and requirements
Charter

• There is no requirement that the charter 
be filed or registered in a public registry.

• The charter must contain the name 
of the founder and other pertinent
information such as the purpose of 
the EE and mechanisms for appointing 
and removing officers and/or 
council members.

• The charter may provide for the
reservation of rights to the founder and
may specify higher or lower levels of
exonerations and indemnifications than
contained in the Act.

Agent, officers & council members
An Executive Entity agent must be appointed
which is either licensed under the Financial
and Corporate Service Providers Act, or a
trust company under the Banks and Trust
Companies Regulation Act.

The charter must provide for the
appointment of an officer or a council. It may
provide for the appointment of both officers
and a council. The officers are charged with
administering the EE in furtherance of its
purpose and in accordance with the charter,
articles and Act.

The council, if appointed, is charged with
generally supervising the administration of the
EE and ensuring compliance by the EE and the
officers with the provisions of the Act.

Registration
An EE is established by a charter which is
signed by the founder of the EE. It attains
the status of a legal entity upon registration.

To register an EE, submit the required
fee along with a statutory declaration 
of compliance and statement signed by 
the EE agent or an attorney engaged in the
formation of the EE containing the following: 

1. the date of the charter and the
date of any amendments made to
the charter

2. the purpose of the EE
3. a statement that the EE is 

an Executive Entity
4. the date of the articles 

(if any) and the date of 
any amendments made to 
the articles (if any)

5. the name and address of 
the EE agent

6. the period for which the EE is
established–definite or indefinite

7. other particulars the agent 
or attorney may wish to include

8. certificate of registration will 
be issued by the Registrar 
General with the name of the 
EE and the date of registration.

Distinguishing features of an EE 
Flexible capital structure. There is no
specific minimum capital that an EE is
required to maintain; it must, however,
maintain assets necessary to carry out its
executive functions.
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Family office 
The family office helps families achieve
their goals while dealing with
regulations and complex issues of
taxation, distribution planning and
charitable giving. The trust is a tool
used by the family office to facilitate the
smooth transition of assets from one
generation to the next. Other essential
services include: evaluating life
insurance needs; active coordination of
legal/tax/accounting matters of business
interests; financial reporting and audits
coordinating the purchase of non-
financial assets; and corporate
governance reporting. 

Private trust companies and family office

An EE may hold shares, securities or other
ownership interests in a legal person whose
business is to carry out executive functions.

The executive functions of an EE may be
performed only in relation to entities, trusts
or other arrangements that are domiciled in

or regulated by the laws of The Bahamas or
a jurisdiction specified in the first schedule
to the Financial Transactions Reporting Act.

The Act contains similar anti-forced
heirship provisions as are contained in the
Trustee Act and Foundations Act.

Fees
• Registration fee $550 (prorated)
• Annual fee $500 (late fees apply)

See EE regulations for a complete 
listing of fees.

The Private Trust Company (PTC) is a
company incorporated under the Laws of
The Bahamas to provide trusteeship to a
defined class of trusts. The Central Bank acts
as a regulator of the PTC. Legislative changes
have exempted the PTC from certain
licensing requirements. PTCs are governed
by the Banks and Trust Companies
Regulation (Amendment) Act, 2010 and
Banks and Trust Companies (Private Trust
Companies) Regulations, 2007.

Highlights and requirements of PTC
Incorporation. A PTC can be
incorporated under either the Companies
Act, 1992 or the International Business
Companies Act, 2000.

The Memorandum and Articles of
Association must provide for the PTC to act
as trustee only for a trust or trusts created
by a designated person named in the
prescribed designating instrument pursuant
to the regulations.
Designated person. Is an individual named
in the designating instrument.

If more that one designated person is
named, then each designated person must be
a blood relative of or related by some other
family relationship to the other designated
person(s). Can be deceased and his trust
established by testamentary disposition.
Designating instrument. Names the
designated person(s) and is kept at the office of
the registered representative.
Form of acknowledgement is required
whereby the prescribed settlor
acknowledges awareness that PTCs 
do not require:

• directors to possess expertise in 
trust administration

• capital exceeding $5,000
• a fidelity bond
• an annual audit

Registered representative must: 
• be a separate legal entity
• be either a licensee of The Central Bank

of The Bahamas or a financial and
corporate service provider approved 
by the Central Bank

• be resident in The Bahamas
• provide the services of a secretary,

director, or Bahamas agent
• ensure that the PTC is established for

lawful purpose and that it operates as a
PTC

• have minimum share capital of $50,000
• retain copies of certain documents in

relation to the PTC
• require verification and maintenance in

The Bahamas of records relating to the
identities of the following:

i. settlor and any person 
providing funds or assets subject 
to trust(s) administered by the PTC
ii. designated person(s)
iii. protector of trust(s) of which 
the PTC is trustee
iv. any person with a vested 
interest under trust(s) of which 
the PTC is trustee.

• report suspicious transactions 
to the Financial Intelligence Unit

Special director. A person (who need 
not necessarily be resident in The
Bahamas) of good reputation who 
must possess at least five years of
experience in a discipline relevant 
to trust administration (law, finance,
commerce, investment management, 
or accountancy).
Distinguishing features of PTC. PTCs
are distinguished from public, restricted and
nominee trust companies as they are unique
vehicles operating under the regulatory
regime prescribed in the 2007 Banks and
Trust Companies (Private Trust Companies)

Regulations. They are restricted from
carrying out any other business other than
that of a trusteeship to a trust or group of
trusts created by the designated person(s).
The PTC must not amend its Memorandum
and Articles of Association of the company,
is not allowed to solicit trust business and
must comply with yearly compliance regulations
and fees. If the PTC fails to comply with
directions from the Central Bank or engages
in illegal conduct, the PTC or its registered
representative will be liable to a fine up to
$5,000 and can face an order from the
Supreme Court compelling compliance or
further sanctions. PTCs can transfer or
dispose of their shares provided that the
registered representative maintains a current
share register of all its shareholders.
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Regulation of insurance activity in or
through The Bahamas inclusive of the ongoing
supervision and regulation of insurers, agents,
brokers, salespersons and external insurers and
intermediaries rests with the Insurance
Commission of The Bahamas (ICB).

All local insurance operations (as distinct
from international or captive insurance) are
covered by the Insurance Act, Chapter 347.
Registered insurers writing local business pay 
a premium tax of 3% of gross premiums.
General and health insurance premiums incur 
a 12% VAT charge.

As of Dec 2017, there were 29 active
domestic insurers and one association of
underwriters licensed to write local business.
In support of this activity, there were 46 agents
and brokers, five adjusters, 12 brokers, 
21 sub-agents and 691 salespersons. Domestic
insurance companies are members of the
Bahamas Insurance Association and domestic
agents and brokers are members of the
Bahamas Insurance Brokers Association.

In addition to a well established domestic
insurance market, The Bahamas has a
recognized presence in the international
insurance market. At Dec 31, 2017, The
Bahamas had 178 captive entities licensed
under the External Insurance Act, Chapter
348. This included 10 stand-alone captives,
six segregated account companies and 149
captive cells. There are four non-captive
insurers and eight insurance managers and
one broker licensed under the External Act. 

The ICB is a member of the International
Association of Insurance Supervisors 
(IAIS) and endorses the supervisory and
regulatory requirements of the IAIS
Insurance Core Principles. The ICB also
maintains membership in other regional and
international bodies including the Caribbean
Association of Insurance Regulators (CAIR)
and the Group of International Insurance
Centre Supervisors (GIICS).

External insurance and captives
An external insurance company is licensed
and regulated under the External Insurance
Act, Chapter 348. These insurers are
incorporated in The Bahamas and manage the

business from within The Bahamas and
insure only risks located outside The
Bahamas. Under the Act, captive insurance
companies are classified as “restricted
external insurers” and mainly underwrite
the risks of related entities. Captives are a
form of self insurance and are typically used
as a risk transfer tool in a company’s or
group’s overall risk management programme
of a company or group. 

Captive insurance companies are
alternative providers of protection against
insurable losses, particularly for those
companies with a better loss history than
the industry average. They minimize the cost
of risk management and may substantially
reduce other expenses such as administration
and settlement of claims, loss control expenses,
brokerage commissions and other acquisition
costs and consulting fees.

The Bahamas offers a convenient and
professionally administered location for
captive insurance companies. There is 
a flexible and capable regulator in the 
ICB and a professional infrastructure 
to support such business.

All external insurers licensed in 
The Bahamas are required to appoint 
a resident representative, who is often one of
the licensed insurance managers, and maintain
books and records in The Bahamas. Before 
an international company may be licensed, 
the ICB must be satisfied:

1. the company is managed, owned 
and controlled by persons who 
are fit and proper; 

2. its business plan is acceptable to 
the ICB;

3. adequate books and records will 
be maintained in The Bahamas;

4. there will be adequate management 
and control of operations; and

5. there will be adequate capital 
to support the business.

Once licensed, the insurer is required to
meet annual reporting and audit requirements.
The minimum capital requirement for a
licence is $100,000 for general business and
$200,000 for long-term business. The ICB
requires companies to be established with,

and maintain a level of capital commensurate
with the size and risks of the operations.
Other provisions of the Act include a
confidentiality clause to protect the policy
holder and tax exemptions for a period of
25 years from the date of first registration.

Interested parties are encouraged to
meet with the ICB prior to applying.
Insurance managers can provide assistance
with the licensing applications, ongoing
management services and regulatory
requirements. A list of licensed managers
can be found on ICB’s website.

Annual fees payable under the External
Insurance Act, Chapter 348:

Unrestricted external insurer.......$3,500
Restricted external insurer ...........$2,500
Insurance manager...........................$1,000
Contact the Insurance Commission of

The Bahamas, Charlotte House, Charlotte
and Shirley Sts, PO Box N-4844, Nassau, 
tel 397-4183, fax 397-1070, e-mail
info@icb.gov.bs or visit www.icb.gov.bs.

Insurance products
Adapted from the 2019 edition of the Bahamas Handbook
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A DUPUCH PUBLICATION
OVER 60 YEARS OF EXCELLENCE

Bahamas Handbook, PO Box N-7513
Nassau, The Bahamas

Tel (242) 323-5665 • Fax (242) 323-5728

All The Bahamas 
in one book!
2018 EDITION

$4195

SPECIALPRICEIN THE BAHAMAS 
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Despite restrictions imposed by
Canadian income tax law on the use of tax
havens, there are many circumstances in
which The Bahamas retains its attractiveness
for Canadians. The islands continue to prove
a sound and durable base from which to
invest in Canada or the outside world or
from which to conduct offshore operations
for the benefit of Canadians.

In fact, increased investment outside
Canada, exports by Canadian firms and the
growing number of multinational families
have increased the scope for The Bahamas
as a centre for international activity.

Residence
In Canada, residence remains the foundation
of direct taxation for individuals. This
benefits Canadians wishing to take advantage
of The Bahamas, especially as compared to
the US, which taxes on a citizenship basis.

Under the Canadian federal income tax
system, individuals resident in Canada are
taxed on their worldwide income whereas
non-resident individuals are taxed only
through the withholding tax regime on
certain investment income, with respect 
to income from employment in Canada, a
business carried on in Canada and from 
gains realized on the disposition of taxable
Canadian property. They are not taxed with
any reference to the fact that they are or 
are not Canadian citizens. A corporation not
resident in Canada is subject to Canadian
federal or provincial tax only through the
withholding tax regime on certain investment
income, on income from its business carried
on in Canada and from gains realized on the
disposition of taxable Canadian property.
Like individuals, resident corporations are
taxed on their worldwide income.

Canadian companies incorporated after
April 26, 1965, are automatically deemed
residents of Canada unless they are continued
under the laws of another jurisdiction.
Corporate continuance is treated as re-
incorporation for tax purposes. Consequently,
a company’s residence for Canadian income
tax purposes may be affected by a change in
its corporate status.

The Canadian government has enacted an
incentive to lure international shipping
companies to Canada. If a company deriving
all or substantially all (ie 90%) of its revenue
from an international shipping business is
incorporated outside of Canada, (eg in The
Bahamas) it can establish its place of central
management and control in Canada and yet
be deemed a non-resident of Canada. In this
way, it avoids Canadian tax on its income.

Canadian withholding tax
The basic Canadian withholding tax is 25%.
This applies to investment income, certain
pensions, dividends, non-arm’s-length
interest, rent, certain types of royalties,
income from a trust and certain other forms
of revenue paid by Canadian residents to
persons abroad. This tax must be withheld
from the gross payment by the payer unless
the recipient of the income resides in a
country with which Canada has a tax treaty.
In that event, the withholding tax may be
reduced to 15% or less, depending on the
terms of the treaty. The Bahamas and
Canada do not have a tax treaty.

Old-age security payments under 
the Canada or Quebec Pension Plans 
are subject to withholding tax. 

Special exemption from 
withholding tax
Interest paid by a Canadian resident
corporation to arm’s-length non-resident
creditors is exempt from Canadian
withholding tax. The exemption is granted
regardless of the currency of the loan or
interest. The interest must not be
contingent upon the use of, or production
from, property in Canada.

Also, interest which depends in whole 
or in part on revenue, profit, cash flow or
other similar criteria, or on dividends paid 
or payable on shares of a corporation, 
does not qualify for the exemption.

Thin capitalization provisions
The “thin capitalization” provisions
contained in subsections 18(4), and
following, of the Income Tax Act 

relate to the deductibility of interest paid 
on money borrowed from abroad by
Canadian resident corporations and trusts.

Interest payments made to non-residents
who hold a substantial interest (ie 25% of
the voting or equity shares) in a Canadian
company, trust or partnership or which
otherwise do not deal at arm’s length with
the payor, are not always entirely deductible
in computing income in Canada. They will be
disallowed if the ratio of the payor’s equity
capital to the debt due to such non-resident
shareholders or non-arm’s-length persons 
is less than 1.5:1.

Bahamas benefits
Despite the restrictive and wide-ranging
nature of the Canadian fiscal law, The
Bahamas continues to play an important
part in Canadian tax planning. In particular,
the use of testamentary trusts and certain
inter vivos trusts can yield rewards. 

There are not many tax havens that 
offer benefits comparable to The Bahamas 
in terms of flexibility of corporate 
structure, top-quality accounting and legal
services, readily available first-class financial
and banking services, proximity to major
world markets and good docking and
harbour facilities.

The modernization and liberalization
of the Bahamian company and trust law 
and the introduction of foundation law 
now provide a flexibility previously
unavailable in The Bahamas. 

The Bahamas can offer a variety of
corporate and settlement structures and
procedures that are equal to those in any
other jurisdiction. A number of Canadians
look to The Bahamas to conduct some 
of their business. Some achieve this by
becoming non-residents of Canada and
setting up their homes in The Bahamas.
Once they do this, they suffer no income 
tax in Canada, except on income from
employment in Canada, the profits from
business done there, gains from taxable
Canadian property or the 25% withholding
tax on certain kinds of investment income
derived from Canada.

Tax planning for Canadians
By Charles C Gagnon Reprinted from the 2019 edition of the Bahamas Handbook
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Capital gains tax on non-residents
Non-resident individuals pay income tax to
Canada at applicable personal rates on 50%
of the capital gains realized by them on the
disposition of “taxable Canadian property.” 

Taxable Canadian property is defined in
subsection 248(1) of the Income Tax Act and
includes Canadian real estate and resource
properties. Certain other types of property
are also considered taxable Canadian
property. In particular, the definition of
taxable Canadian property includes shares 
of corporations and interests in trusts which
derive their value principally from Canadian
real estate and resource properties.

Liability to Canadian tax could be
triggered by the death of an individual who
happens to own shares of a non-resident
corporation with Canadian assets. 

All non-residents must report
dispositions of taxable Canadian property 
to the Canadian fisc, indicate the name of
the person to whom the property is sold
and pay an amount on account of Canadian
tax or furnish acceptable security.

Upon payment of a tax instalment, a
“certificate” is issued to the non-resident
which protects a purchaser of the asset from
having to pay some of the tax that might not
have been paid by the non-resident.

Becoming a non-resident of Canada
In order to become a non-resident of
Canada, an individual must generally 
give up his home and most attachments
within Canada such as employment,
provincial medicare coverage, clubs, bank
accounts, credit cards and the like and
acquire a residence in another jurisdiction
by purchasing a home or renting an
apartment in which he lives as his central
family headquarters.

Nevertheless, once a former Canadian
resident has become a non-resident, he may
return to Canada each year for temporary
visits without being taxed.

Thus, because The Bahamas imposes 
no income tax of any kind, a non-resident
Canadian citizen may reside there with the
advantage of paying to Canada only 25% on
certain kinds of investment income derived
from Canadian sources and no withholding
tax on certain kinds of interest. Royalties
and similar payments on or in respect of 
a copyright related to the production or
reproduction of any literary, dramatic,

musical or artistic work are exempt from
Canadian withholding tax. The Bahamas is,
therefore, appealing to Canadian writers,
musicians, singers and artists as a place of
residence. The same individual, if he wishes
to continue his business activities in Canada,
may do so as a non-resident and pay tax at
the personal graduated rates in Canada on
the profit from the business there.

The exit tax
A problem that faces Canadians who
consider taking up residence in The Bahamas
is the exit tax imposed by Canada upon
capital gains deemed to arise from the
notional realization of certain capital property
at the time they give up Canadian residence.

Corporations leaving Canada are also
subject to exit rules. In particular, a
corporation is treated as having disposed 
of all of its property at fair market value and
to have notionally distributed its net equity.
This fictitious distribution is assimilated 
to a liquidating dividend and subjected to 
a special tax in lieu of withholding tax.

Succession duty and 
estate tax advantages
There are no estate and gift taxes in Canada.
However, individuals are deemed to dispose
of their property at fair market value at the
time of their death. Thus, a non-resident
individual may be liable to tax on capital
gains at the time of his death if he holds
taxable Canadian property directly.

If he resides in The Bahamas and holds 
no such property, then he would not suffer
any Canadian tax at the time of his death.

Corporate uses of 
The Bahamas by Canadians
Under Canadian tax law, a foreign company
is resident where its seat of management
and control is found (subject to restrictions
on companies incorporated or continued
into Canada set out previously). This is usually
held to be the place where the directors meet
or from which the day-to-day management
instructions emanate or are carried out.

In order to prevent a company from
being legally resident in Canada and 
thereby paying tax, management and control
must be exercised, bona fide and in fact,
outside Canada.

A non-resident company may perform
useful functions of an extraterritorial nature
such as world advertising, worldwide selling,

the financing and organizing of sales abroad,
the management and servicing of the facilities
needed to maintain the products sold abroad
and the operation of ships or certain group
insurance activities. In each case, it is
important to determine whether the income
of the Bahamian subsidiary is foreign accrual
property income (commonly referred to as
FAPI). The FAPI of a “controlled foreign
affiliate” of a Canadian resident is attributed
to and taxed in the hands of its Canadian
resident shareholders on an annual basis.

There have also been cases before the
Canadian courts in which attacks made by the
Canada Revenue Agency (CRA) on offshore
subsidiaries of Canadian corporations have
been tested. The income of the subsidiaries
has been added, sometimes, to the income
of the Canadian parent on the footing that
the subsidiary was itself a sham or an
instrumentality. Transfer pricing is another
line of attack increasingly favoured by CRA.
These cases stand on their own facts and
need not pose a threat to normal activities
carried on bona fide in The Bahamas,
provided management and control of the
Bahamian corporation are not in Canada.

Foreign affiliates
The foreign affiliate rules affect any foreign
corporation in which a Canadian resident
has a significant interest. A foreign affiliate
is defined to include any non-resident
corporation in which a Canadian resident
holds at least 10% of the shares of any class.
A non-resident corporation will also be
considered a foreign affiliate of a Canadian
resident who holds 1% of the shares of any
class where the equity interest of the
Canadian resident together with related
persons is at least 10%.

When a foreign corporation qualifies as 
a foreign affiliate, the dividends that pass
upstream to a Canadian corporate shareholder
are tax free when paid out of “exempt
surplus.” Exempt surplus is income derived by
a company resident and carrying on business in
a country with which Canada has a tax treaty
or tax information exchange agreement (TIEA).

The Bahamas has a TIEA with Canada 
and as a result active business income
earned by the Bahamian affiliates of
Canadian companies benefit from exempt
surplus treatment.

Passive income is treated quite differently
from active business income. The concept of
FAPI is meant to tax the passive earnings of
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foreign affiliates controlled by Canadian
taxpayers. In many ways it is not unlike 
its American counterpart, “Subpart F” 
of the Internal Revenue Code. FAPI is
essentially income from property or from 
a business other than an active business.
Each year an appropriate share of the FAPI
of a controlled foreign affiliate (and certain
trusts), if it exceeds $5,000, is included in
the income of Canadian taxpayers controlling
the foreign affiliate in the taxation year in
which the foreign affiliate’s taxation year 
has terminated.

FAPI does not include interaffiliate
dividends, active business income, and
certain amounts received from other
affiliates. It similarly does not include capital
gains from the disposition of “excluded
property” (property used principally in 
an active business and shares of foreign
affiliates, most of whose property is used 
in an active business).

Non-resident trusts
A non-resident of Canada who has not
resided in Canada during the 60-month
period preceding the end of a taxation year
can establish, by will or gift, a Bahamian
resident discretionary trust (NRT) for the
benefit of Canadian resident family
members, which will escape the application
of the income attribution rules governing 
offshore discretionary trusts. Distributions
of capital (which can include accumulated
income) received by Canadian resident
beneficiaries from an NRT funded solely 

by a non-resident should not be taxable.
Bahamian trusts are particularly well-suited
for this purpose.

Of course it is important that a trust
established outside of Canada not be
considered resident in Canada under the
normal rules regarding the residency of
trusts. This requires that central management
and control of the trust be located outside
Canada. Expert professional advice in this
area is essential, but use of Bahamian trusts
can pay substantial dividends.

Current attitudes towards 
tax planning
The Canadian law contains a number of
technical provisions that narrow the field 
of manoeuvre for the taxpayer. Moreover,
Section 245 of the Income Tax Act contains 
a general anti-avoidance rule (GAAR). 
The GAAR comes into play whenever 
a taxpayer engages in a transaction or 
series of transactions that results directly 
or indirectly in a “tax benefit” (as broadly
defined in that provision) unless the
transaction does not result in an abuse or
misuse of the provisions of the Income 
Tax Act. Thus, the uses made by Canadians
of Bahamian corporations must be limited 
to commercially defensible activities and not
be employed merely to hide or artificially
minimize truly Canadian income. In this
field, the area of manoeuvre is narrowing, 
so a conservative and realistic approach
should be taken.
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Companies formed in the United States
(“domestic” companies) and individuals who
are either citizens or residents of the US 
for US income tax purposes are subject to 
US income tax on their worldwide income.
Individual US income taxpayers and domestic
companies can, in some instances, start
international operations with relatively 
small amounts of capital and then expand 
with tax-free or low-taxed accumulations of
earnings instead of net-tax dollars earned in 
the US. Expansion abroad can be more
rapidly accomplished with 100-cent tax-free
dollars, instead of 65-cent dollars in the case
of a domestic company (using the current
top marginal US corporate income tax rate
of 35%) or potentially less in the case of an
individual (based upon the current top
marginal rate of 39.6% on ordinary income).  

Controlled foreign corporation (CFC)
If a Bahamian company is more than 50% 
(by vote or value) owned (directly, indirectly 
or constructively) by US shareholders it is
known under US tax laws as a “controlled
foreign corporation” (CFC). A US shareholder
is a US person who owns directly or indirectly
(or constructively) 10% or more of the total
combined voting power of a CFC. A US
shareholder is subject to US income tax each
year on his or her proportionate share of
certain kinds of income of the CFC regardless
of whether dividends are distributed.

Some of the more common types of
foreign-source income of a CFC which are
currently taxable to its US shareholders
(referred to as “Subpart F income”) include.  

1. Passive income such as dividends, rents,
interest, gains from the sale of property
which itself produced passive income,
capital gains from the sale 
of stocks and securities, gains on
commodities and foreign currency
transactions, royalties, etc.

2. Income of the sale of inventory where
the goods are either purchased from,
or sold to, a “related person.”

3. Income from services if rendered 
to a “related person.”

The IRC provides specific rules for
determining when someone is a related
person as to a CFC.  Even so, because of
certain exceptions and exclusions to the
Subpart F income rules, the US shareholders
of a Bahamian CFC may still be able to
obtain US income tax deferral with respect
to their shares of stock until dividends are
distributed to them.

Investment opportunities for US
shareholders of a Bahamian CFC 
The types of CFCs particularly suitable for
operations in The Bahamas are those that
generate income which qualifies for an
exception to the Subpart F income rules
such as the following:
1. Sales of manufactured products.

Income from the sale of products or
goods manufactured, produced, grown
or extracted in The Bahamas generally 
is not subject to current US income tax
even though purchases and sales may
involve related persons. Likewise,
income from certain incidental services
rendered by a related person which 
are directly related to a sale by the
Bahamian CFC of such products or
goods and which are performed in
advance of the sale may not be 
currently taxable in the US.

2. Sales of other inventory.
If a related person is not involved in
any way, then income from the sale of
inventory by a Bahamian CFC will
escape current US income tax. Even if
a related person is involved, the profits
of a Bahamian CFC from the purchase
and sale of personal property (on
behalf of a related person) will not be
considered Subpart F income of the
products or goods sold are for use of,
consumption or disposition in the
Bahamas. Certain presumptions apply
in making this determination which can
vary depending upon the type of
person purchasing the products or
goods from the Bahamian CFC and
their relationship to the Bahamian CFC

as well as the type of products 
or goods sold.

3. Insurance income. A Bahamian
insurance company can be considered 
a CFC if more than 25% of the voting
power or value of its stock is owned 
by US shareholders if the gross amount
of premiums or other consideration 
in respect of the reinsurance or the
issuing of “insurance or annuity
contracts” exceeds 75% of the gross
amount of all premiums or other
consideration in the respect of all risks.
The US tax laws regarding offshore
insurance companies are quite complex
and have changed many times over the
years. Because different sets of rules
may apply depending upon the nature
of the insurance business and the
source of its profits, the advice of US
tax counsel specializing in this area is
recommended in each case.

4. Services income. This potentially
broad category may cover many
different types of Bahamian companies
that render technical, managerial,
engineering, architectural, scientific,
skilled, industrial or commercial
services to consumers. Many types of
companies in The Bahamas fall into this
category. A partial list would include
engineering, sales promotion, sales
engineering, merchandising and
consulting firms. Income from services 
of this nature which are rendered in 
The Bahamas either for or on behalf of 
a related person may be exempt from
current US taxation.

5. Rents and royalties. Rent derived by
a CFC in the active conduct of a trade
or business in The Bahamas from
persons not related to the CFC will
not be subject to current US taxation
under the Subpart F rules. Rent, even
when received from a related person
to the CFC, also may meet the
exception to Subpart F income if it 
is paid for use of property located in
The Bahamas, subject to certain

Tax planning for Americans
Reprinted from the 2019 edition of the Bahamas Handbook
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limitations. Similar rules apply in the
case of income generated by the CFC
which is properly classified as royalty
income for US tax purposes.

6. Dividends and interest. Dividend
and interest income received by a
Bahamian CFC from a related
Corporation which is formed in 
The Bahamas and which uses a
substantial part of its assets in its
business in The Bahamas may qualify
for US income tax deferral.

Passive foreign investment 
company (PFIC)
A Bahamian company is a PFIC if 75% or
more of its gross income is “passive” in
nature (ie subpart F type income), or 50% or
more of its assets produce, or are held for
the production of passive income. Most
offshore mutual funds are classified as PFICs
for US tax purposes. Interestingly, even an
active business with a significant amount of
cash and securities on hand could be a PFIC
for US tax purposes.

US taxpayers who own (or are considered
to own) shares of stock in a Bahamian
company that is classified as a PFIC for US tax
purposes are subject to US income tax under
the excess distribution rules unless certain
elections are made. The “excess distribution”
rules impose an interest charge and US income
tax on certain distributions from PFICs to their
US owners (referred to as excess distributions).
All gain recognized on the actual or deemed
disposition of PFIC stock (such as a sale, gift,
exchange, liquidation, pledge, etc) is also
treated as an excess distribution (ie, long-term
capital gains tax treatment is lost if it otherwise
would have applied and the gain is taxed as
ordinary income). A US owner of a PFIC may
avoid this result by making one of the following
two elections:

1. A US owner of a PFIC may be able to
elect to be taxed currently on his pro
rata share of the PFIC’s earnings and
profits, classified as either ordinary
income and capital gains, which will be
treated as “previously taxed income”
when distributed in a subsequent tax
year, known as a “qualified electing
fund” or (QEF) election.

2.  Alternatively, a US owner of a PFIC
may be able to mark-to-market his
stock on an annual basis if such stock 
is “marketable.” PFIC stock is
“marketable” for this purpose if it is:

a.  stock regularly traded on a 
registered securities exchange;

b.  stock that trades like an open-
end mutual fund; or

c.  stock of a fund (open-end or
closed-end) that publishes its net 
asset value at least annually. The
mark-to-market election is less
favourable than the QEF election,
however, because all inclusions
are taxed as ordinary income.

Coordination rules also prevent a foreign
corporation from being classified as a PFIC as
to any US owner during any period in which
such foreign corporation is classified as a
CFC of which such US owner is considered 
a US shareholder. 

Employment of US citizens 
living abroad
US income tax benefits may be available to
US citizens employed abroad who establish 
a “tax home” in a foreign country and who
meet certain other tests prescribed by the
IRC (either a physical presence or residency
test with respect to the foreign country).
Although a US citizen generally is subject to
US income tax on his worldwide income, a
US citizen employed abroad who satisfies the
IRC tests described above may exclude from
gross income for any taxable year foreign-
source earned income for wages or salary
for services performed outside the US an
amount adjusted annually for inflation
(US$102,100 for 2019). For any taxable year
that a US citizen is employed abroad, he or
she may also exclude from gross income a
portion of the housing expenses paid for by
an employer, or, if such expenses are not
paid for by an employer, deduct such
expenses (subject to certain limitations).
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Mechanisms for information sharing
As a well-regulated and responsible
international financial centre, there exists
mechanisms or gateways pursuant to various
statutory measures by which financial
information in The Bahamas 
may be accessed by foreign judicial and/or
regulatory authorities, subject to
appropriate safeguards.

Judicial gateways
Evidence (Proceedings in Other
Jurisdictions Act, 2000 (EPOJA).
Under the EPOJA, an application from 
a foreign court may be facilitated by the
Supreme Court of The Bahamas to obtain
evidence in The Bahamas for purposes of
foreign civil proceedings which either have
been instituted or is contemplated to be
instituted (and for which investigations have
already commenced) before the requesting
foreign court. The EPOJA contains provisions
to prevent wide-ranging discovery.

Criminal Justice (International 
Co-operation) Act, 2000 (CJICA). Under
the CJICA, an application from a foreign
court may be facilitated by the Supreme
Court of The Bahamas to obtain evidence in
The Bahamas for purposes of foreign
criminal proceedings and investigations. In
each case, the Attorney General of The
Bahamas shall make applications on behalf of
the requesting foreign court. Where the
Supreme Court is satisfied that the request
is an appropriate one, it may make an order
for the relevant evidence to be produced to
or taken in deposition by the Supreme
Court. The evidence obtained by the court
would thereafter be provided to the
Attorney General of The Bahamas for
transmission to the requesting court.

Mutual Legal Assistance in Criminal
Matters Act, 1988 (MLA). Pursuant to
the MLA, The Bahamas has treaty
arrangements with the United States of
America, Canada and the United Kingdom of
Great Britain, “the requesting countries,”
respectively, by which The Bahamas will
facilitate requests of the requesting
countries to obtain and to provide evidence

in/from The Bahamas for use in criminal
proceedings. Fiscal offenses are outside of
the scope of the MLA.

Regulatory administrative gateways
Banks & Trust Companies

•  Central Bank of The Bahamas Act, 2000
(CBA); and

•  Banks & Trust Companies Regulations Act,
2000 (BTCRA)

The CBA and the BTCRA enable The
Central Bank of The Bahamas and respecting
Bahamian banks and trust companies with
information gathering powers and authorizes
the Central Bank to disclose information in
specified circumstances.

Per the CBA, the Central Bank may
require the production of specified
information or documents from entities it
regulates and their officers, employees and
agents for its own regulatory purposes or 
to facilitate a request of an overseas
regulatory authority. An overseas regulatory
authority means an authority in a foreign
country that exercises powers in that
foreign country corresponding to that
exercised by the Central Bank within The
Bahamas. As a pre-requisite to disclosing
information to an overseas regulatory
authority, the Central Bank must: be satisfied
as to the confidentiality and restrictions on
further disclosure by the overseas regulatory
authority; have received an undertaking
against further disclosure without the Central
Bank’s consent; be satisfied that disclosure 
is required for a regulatory function (including
civil or administrative investigations or
proceedings) to enforce laws administered 
by the overseas regulatory authority; and be
satisfied that the information will not be used
for criminal proceedings against the person
providing the information.

The BTCRA also facilitates cross-border
supervision by foreign banking regulators of
branches or subsidiaries in The Bahamas of
entities that are regulated by that foreign
regulator. Except in special circumstances
authorized by the Bahamian inspector of
Banks & Trust Companies, the foreign
regulator may not access information
relating to assets under management or

deposit operations of individual customers.
The BTCRA permits disclosure, “exceptions
to a duty of confidentiality,” of banking
information in the following circumstances:

1. to enable/assist the Central Bank
Governor in functions conferred by
Bahamian law; and

2. for the institution of
a. criminal proceedings in 

The Bahamas; or
b. disciplinary proceedings in 

The Bahamas or abroad relative 
to a lawyer, auditor, accountant, 
valuer or actuary or public officer 
or employee of the Central Bank.

Securities Industry
Securities Industry Act, 2011 (SIA): Per 
the SIA, the Securities Commission of 
The Bahamas has authority (similar to that
granted under the CBA to the Central 
Bank) to disclose information in the course 
of facilitating a request of an overseas
regulatory authority. Under the SIA, an
overseas regulatory authority means an
authority in a foreign country that exercises
powers in that foreign country corresponding
to that exercised in The Bahamas by the
Securities Commission of The Bahamas.

Investment Funds Act, 2003 (IFA): 
In relation to investment funds, the IFA
provides exceptions to a duty of
confidentiality comparable to that provided
under the BTCRA relative to banks and
trust companies.

Financial Intelligence
Financial Intelligence Unit Act, 2000 (FIUA):
The FIUA established a Bahamian financial
intelligence unit (FIU). The FIU is a central
agency to receive, analyse and disseminate
to competent authorities disclosures 
of financial information concerning the
proceeds of crime respecting offenses under
the Proceeds of Crime Act, 2018. In addition
to receiving financial intelligence originating
from suspicious transaction reports made 
to the FIU by financial institutions and other
persons, the FIU is empowered to issue,
administratively, an order for the production
of information by persons.S

O
U
R
C
E
: B

A
H
A
M
A
S
 F
IN
A
N
C
IA
L 
S
E
R
V
IC
E
S
 B
O
A
R
D
 ©

 2
01

8



INVESTOR’S RESOURCE GUIDE  |  The Bahamas Investor S19

INTERNATIONAL TAX PLANNING

Information in the possession of the 
FIU is subject to a duty of confidentiality,
however, the FIU is authorized to disclose such
information to the Commissioner of Police or
to a foreign FIU, subject to conditions as may
be imposed by the director of the FIU.

Tax information
The above-mentioned gateways to Bahamian
information are not used for purposes of
international cooperation in tax matters.
The Bahamas would facilitate the provision
of information for purposes of foreign
revenue laws where a tax treaty has been
entered between The Bahamas and the
relevant foreign jurisdiction.

In compliance with the Organisation for
Economic Co-operation and Development
(OECD) standard for transparency and
cooperation in tax matters, The Bahamas 
has a number of these treaties, called a Tax
Information Exchange Agreement (TIEA). 
The Bahamas has long sought a level playing
field on tax information exchange. Its decision
to endorse and meet the OECD standard
when a level playing field was achieved
reinforces The Bahamas’ unwavering
commitment to be a trusted jurisdiction 
for clients and to be a responsible member 
of the international community.

All of the agreements signed by The
Bahamas are in accordance with the OECD
model TIEA and Double Taxation
Agreement. As such, the basis on which The
Bahamas will cooperate with countries is the
same as all countries that adopt Article 26. 
In particular, through the agreements, The
Bahamas commits to cooperate only upon
requests where specific information is
provided. This requirement for specific
information is critical in furtherance to 
The Bahamas’ stated position to prevent 
so called “fishing expeditions.”

The Bahamas is FATCA compliant
On Nov 3, 2014, The Bahamas and the US
signed their Agreement to Improve
International Tax Compliance (the
Agreement) and to implement FATCA based
on the Model I IGA. To accommodate the
non-direct tax system in The Bahamas, the
IGA is a model 1B (non-reciprocal) IGA. As
an IGA partner jurisdiction, Bahamas-based
financial institutions will not be subject to a 30
per cent withholding tax on US source
income, unless they fail to meet the

requirements set out in the IGA and in
Bahamas domestic implementing legislation.

Under the terms of the Agreement,
Bahamas financial institutions will provide
The Bahamas Competent Authority (BCA)
with the required information. The BCA 
will forward that information to the
Competent Authority in the US. The
Agreement is an international instrument 
for exchange of information for tax purposes
between The Bahamas and the US.

Automatic Exchange of Information
(AEOI)/Common Reporting 
Standard (CRS)
The Bahamas government on December 15,
2017 signed The Multilateral Convention on
Mutual Administrative Assistance in Tax
Matters (The MAC) in Paris, France. This step
further evidences the commitment of The
Bahamas to transparency and cooperation and
its resolve to enhance and transform the
international financial services sector. The
MAC establishes a legal framework for
international tax cooperation. The Multilateral
Competent Authority Agreement (MCAA)
was also signed by The Bahamas’ government.
The Bahamas exchanged information 
in 2018 in accordance with CRS on a 
non-reciprocal basis.

Base Erosion and Profit Shifting (BEPS)
In December 2017, The Bahamas joined the
Inclusive Framework on Base Erosion and
Profit Shifting (BEPS). BEPS has been defined
by the OECD as tax avoidance strategies that
exploit gaps and mismatches in tax rules to
artificially shift profits to low- or no-tax
locations. Under the inclusive framework,
over 100 countries and jurisdictions are
collaborating to implement the BEPS
measures and tackle BEPS.

Conclusion
The Bahamas remains strongly committed to
the principle that persons have a right to
privacy with respect to the conduct of their
affairs. Moreover, respect for the rule of law
always has been fundamental to the success
and strength of the financial services
industry in The Bahamas. As such, clients
can be assured that The Bahamas will only
exchange information on agreed and
transparent protocols.

• Argentina
• Aruba
• Australia
• Belgium
• Canada
• China
• Czech Republic
• Denmark
• Faroe Islands

• Finland
• France
• Germany
• Great Britain and

Northern Ireland
• Greenland
• Guernsey
• Iceland
• India

• Indonesia
• Ireland
• Japan
• Malta
• Mexico
• Monaco
• New Zealand
• Norway
• Poland

• San Marino
• South Africa
• South Korea
• Spain
• Sweden 
• The Netherlands
• United States

Tax Information Exchange Agreements
TIEAs have been signed with the following jurisdictions as of Dec 2018:
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Go to www.bfsb-bahamas.com to see
why our advantage is your business
opportunity or call The Bahamas 
Financial Services Board for more
information (242) 393.7001 or
email info@bfsb-bahamas.com

There are many 
consideration in choosing
an international financial
centre. If expertise, 
innovation, compliance
with international best
practices and location 
are top of your list, 
The Bahamas is your 
clear choice.
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The Investment Funds Act, 2003, 
(the 2003 Act) positioned The Bahamas at 
the cutting edge of modern investment fund
administration. The Act updated the general
legislative and supervisory environment and
introduced an additional style of collective
investment vehicle–The Bahamas SMART
Fund–officially known as the Specific Mandate
Alternative Regulatory Test fund.

Providing financial services to a sophisticated
international clientele requires a sophisticated
legislative approach. In drafting the 2003 Act,
the Securities Commission of The Bahamas
was mindful of the need for flexibility to
adequately cater to the evolving needs of 
the global marketplace.

The Act recognizes four classes of fund: 
1. The Standard Fund. Anticipates 

an offering to the general public, 
and is a highly regulated, modern
investment vehicle designed to 
operate as a traditional collective
investment scheme.

2. The Professional Fund. A class
designed for sophisticated investors,
and may be licensed by an authorized
administrator (in addition to the
Securities Commission), thereby
enabling faster time to launch.

3. The SMART Fund. A specific
mandate alternative regulatory test
fund suitable for innovative structuring
of investment funds.

4. The Recognized Foreign Fund.
An investment fund licensed or
registered in a prescribed jurisdiction
and not suspended from operation.

These four classes of funds, coupled 
with a progressive approach to regulation
and a reputation for quality administration,
place The Bahamas at the forefront of the
funds industry.

Regulatory strength
The Bahamas is an active member of
established international regulatory and
policy-making bodies and devotes
considerable resources to its participation 
in these bodies and adherence to
international best practices. 

Funds industry overview

Standard funds
A recognized legal structure in The
Bahamas that issues or has equity interests in
the purpose or effect of which is the pooling
of investor funds with the aim of spreading
investment risks and achieving profits or gains
from the acquisition, holding management of
disposal of investments. This type of fund does
not fit the definition of a Professional Fund, a
SMART Fund or a Recognized Foreign Fund.

Equity interest
• Equity interest held only by the investor.
• No minimum investment by the investor.
• A share, trust unit, partnership interest 

or participation interest that carries an
entitlement to participate in the profits 
or gains of the issuer and is redeemable 
or subject to be repurchased at the option
of the investor.

• Does not include closed-end issuers.
• Close-end issuers may elect to be

licensed as an investment fund.

Licensor
A Standard Fund must be licensed by 
the Commission. The licensing process
should take 6-8 weeks after submitting 
a completed application.

Structures
Company (incl Segregated Accounts
Company), Limited Partnership, Unit 
Trust and Investment Condominium.

Requirements
• Bahamian administrator–delegation to

foreign sub-administrator is acceptable.
• Accounts prepared in accordance with

international accepted accounting standards
(or other recognized GAAP).

• Prescribed disclosure requirements 
in the offering memorandum. 

These are in line with best industry practices.

Open architecture
• No local auditor requirement.
• No local custodian requirement.
• No restrictions on investments 

or investment style.
• No restrictions on leverage.
• No direct taxation. Therefore no tax 

on income, capital gains, dividends
earned by the fund or the investor.

• No stamp duty on transactions.
• No public disclosure of investors 

or the accounts.
• No exchange controls.

A DUPUCH PUBLICATION
OVER 60 YEARS OF EXCELLENCE

Bahamas Handbook, PO Box N-7513
Nassau, The Bahamas

Tel (242) 323-5665 • Fax (242) 323-5728

All The Bahamas 
in one book!
2018 EDITION

$4195

SPECIALPRICEIN THE BAHAMAS 

560 PAGES!

PLUS VAT
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Professional funds
A recognized legal structure in The
Bahamas that issues or has equity interests
the purpose or effect of which is the pooling
of investor funds with the aim of spreading
investment risks and achieving profits or
gains from the acquisition, holding,
management or disposal of investments.

Equity interest
• Equity interest held only by the 

eligible investor.
• No minimum investment by the 

eligible investor.
• A share, trust unit, partnership interest 

or participation interest that carries an
entitlement to participate in the profits or
gains of the issuer and is redeemable or
subject to be purchased 
at the option of the investor.

• Does not include closed-end issuers.
• Closed-end issuers may elect to be licensed

as an investment fund.

Licensor
A Professional Fund must be licensed 
by one of:
• Unrestricted Fund Administrator: 

Same day once all documents approved 
by relevant parties (sponsors, lawyers,
administrators) and due diligence 
is complete.

• Securities Commission of The Bahamas:
Within 72 hours of a complete application
and letter from the Bahamas administrator
or legal counsel indicating the Investment
Fund is in compliance with Bahamian Law.

Eligible investors
• A bank or trust company licensed in The

Bahamas or licensed pursuant to the laws 
or another jurisdiction.

• A securities firm registered in The Bahamas
or registered pursuant to the laws of
another jurisdiction.

• A Bahamian investment fund or investment
fund regulated pursuant to the laws of
another jurisdiction.

• An insurance company licensed in The
Bahamas or pursuant to the laws of 
another jurisdiction.

• Natural person (jointly w/ spouse) with 
a net worth of $1,000,000.

• Natural person who had minimum income
of $200,000 for the last 2 years ($300,000
w/ spouse) and has reasonable expectation
of same for current year.

• A trust with minimum $5,000,000 
in assets.

• An entity owned by any one of 
the above.

• An entity with net assets in excess 
of $5,000,000.

Structures
Company (including Segregated Accounts
Company), Limited Partnership, Unit Trust
or Investment Condominium.

Requirements
• Bahamian administrator - delegation to

foreign sub-administrator is acceptable.
• Accounts prepared in accordance  

with international accepted accounting
standards (or other recognized GAAP).

• Prescribed disclosure requirements 
in the offering memorandum. 
These are in line with best 
industry practices.

Open architecture
• No local auditor requirement.
• No local custodian requirement.
• No restrictions on investments or

investment style.
• No restrictions on leverage.
• No direct taxation. Therefore no tax. 

on income, capital gains, dividends earned 
by the fund or investor.

• No stamp duty on transactions.
• No public disclosure of investors 

or the accounts.
• No exchange controls.

Read The Bahamas Investor online. Click on
the “Latest issue. Turn page e-zine” button in 
the upper right corner of the landing page for
www.thebahamasinvestor.com

Visit us online
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SMART funds
A recognized legal fund structure in The
Bahamas that issues equity interests the
purpose or effect of which is the pooling of
investor capital with the aim of spreading
various risks and achieving profits or gains
from the acquisition, holding, management
or disposal of investments. 

Similar to other licensed fund structures,
SMART funds can generate economies of
scale and other efficiencies for investment
structures. Furthermore, SMART funds offer
the ability to achieve cost-based structuring
by scaling the complexity of the fund
structure to meet the requirements of 
its promoter and investors.

In order for an investment fund, as
defined in the Investment Funds Act, to be
licensed as a SMART Fund, it must satisfy
the parameters and requirements of a
specific set of rules that are approved and
published by the Securities Commission.

Equity interest and investment
Equity interests in this context are held 
by fund investors and represent a share,
trust unit or partnership interest that carries
an entitlement to participate in the profits or
losses of the issuing fund. Such equity
interests are redeemable or subject to be
repurchased by the fund at the 
option of the investor.

SMART Fund Models (SFMs)
• SFM001: An investment fund where the

promoter is a financial institution and the
investors in the investment fund are also
customers of the financial institution and
party to a Discretionary Management
Agreement with the financial institution.

• SFM002: An investment fund that has
no more than ten investors who hold
equity interests in the investment fund
who meet the criteria of an Eligible
Investor in a Professional Fund and the
majority of whom have the power to
appoint and remove the operators of 
the investment fund. The fund may be
licensed and launched on the same day
through an unrestricted fund administrator
or have a 72-hour response through 
the Securities Commission of 
The Bahamas (the Commission).

• SFM003: An investment fund that has 
no more than 15 investors holding equity
interest in the investment fund, the
majority of whom have the power to
appoint or remove the operators of 
the investment fund and which was
operating as an exempt mutual fund
under the Mutual Funds Act, 1995.

• SFM004: An investment fund with 
a maximum of five investors operating as 
a legal entity. May be used as a credible,
licensed holding vehicle.

• SFM005: An investment fund with a
maximum of five investors holding 
equity interests and operating as a private
investment structure for individuals/
families. Each investor must be a person
to whom a Professional Fund may be
offered, permitting same day launch by 
an unrestricted fund administrator or 
72-hour response through the Commission.

• SFM006: A special purpose vehicle
designed to hold the illiquid or hard-to-
value assets of another Bahamas
investment fund which offers a significantly
lighter administrative and cost-effective
environment for the assets whilst respecting
the ownership rights of the investors and
creditors (if any) of the original fund.

• SFM007: An investment fund that may be
offered, on a private placement basis, to 
up to 50 super-qualified investors who
must each make a minimum initial
subscription of US$500,000. SFM007 
has been designed for use mainly by
institutional investors, such as pension
funds, funds of funds and master-feeder
structures; however natural persons and
private entities are also eligible investors. 
Due to the very significant minimum
investment amount per investor, this SFM
has a reduced structural risk profile and
counterparties may benefit from maximum
flexibility with respect to appointment and
domicile of service providers.

Licensor
A SMART Fund must be licensed by:

• Unrestricted Fund Administrator: Same day
once all documents approved by relevant
parties (sponsors, lawyers, administrators)
and due diligence in complete, or

• Securities Commission of The Bahamas:
SFM002, SFM005 and SFM006 SMART
Funds within 72 hours of a complete
application and letter from the Bahamas
administrator or legal counsel indicating
the investment fund is in compliance 
with Bahamian law. SFM001, SFM003 
and SFM004 within 6-8 weeks of filing 
of a complete application.

Structures
Company (including Segregated Accounts
Company), Limited Partnership, Unit 
Trust or Investment Condominium.

Requirements
• Bahamian administrator required in 

most cases–delegation to foreign 
sub-administrator is acceptable.

• Foreign Administrator–may be appointed
for SFM005 or SFM007.

• A SFM005 SMART Fund must appoint an
administrator that is a financial institution.

• SFM004, SFM006, and SFM007 do not
require an administrator. The operators
may administer the fund but this will not
be treated as a self administered fund.

• SFM001 and SFM006 are not required to
have financial statements audited but the
annual unaudited statements and the semi
annual performance report must be filed
with Securities Commission.

• SFM002, SFM003, SFM004, SFM005 
and SFM007 SMART Funds shall be
audited annually unless unanimously
waived by the investors, and where 
there is such waiver a performance
report shall be filed with the Commission
within six months of the waiver and 
every six months thereafter as long as 
the waiver exists.

A term sheet is not required for a SFM001,
SFM004 or SFM005 SMART Funds, however, 
if a term sheet is prepared it must contain
prescribed disclosure requirements. A term
sheet or offering memorandum is required
for the SFM002, SFM003, SFM006 and
SFM007 SMART Funds and must contain 
the prescribed disclosure requirements. 
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A recognized legal structure in 
The Bahamas that issues or has equity
interests the purpose or effect of which 
is the pooling of investor funds with the aim 
of spreading investment risks and achieving
profits or gains from the acquisition, holding,
management or disposal of investments.
Where: 

a. the equity interests are listed on a
securities exchange (including an over-the-
counter market) prescribed by

the Commission by notice in The Official
Gazette and the fund is not licensed in 
The Bahamas;

b. it is licensed or registered in a jurisdiction
prescribed by the SCB by notice in The
Official Gazette and not suspended from
operation; or

c. it is incorporated or established 
and is in good standing in a jurisdiction
prescribed by the Commission by notice in 
The Official Gazette. 

Licensor
• No licensing requirements.
• The investment fund is to be registered in

The Bahamas with the Commission upon
filing the required application with the
prescribed documents.

Structures
Company (including Segregated Accounts
Company), Limited Partnership, Unit Trust.

Recognized foreign funds

An investment condominium
is established under the Investment
Condominium Act, 2014. It is a contractual
relationship between one or more
participants who have pooled assets for 
the purposes of operating as an investment
fund, and an investment condominium must
be licensed as an investment fund under the
Investment Funds Act. It may be formed to
operate as an open-ended fund (in which
participants can call for redemption of their
interests) or a closed ended fund (in which
they may not).

The ICON has no legal personality but,
when represented by its administrator,
is able to hold assets in its own name, enter
into agreements and sue or be sued in its
own name.

What are the governing regulations?
The governing regulations set out the 
terms under which the investment
condominium will operate. There are
specific contents prescribed by law, which
include the following:

• Its name;
• The name and address of its administrator;
• Its duration (which may be limited 

or unlimited);
• The number of participation interests 

it can issue and the currency in which 
the interests will be issued;

• Whether it will issue classes or series of
participation interests, who is authorized 
to determine the number of classes/series
and what the powers, rights and preferences 
of such interests are:

• How the administrator will handle its
administration and whether it will have 
a governing administrator and a general
administrator;

• Audit provisions (which are subject 
to the Investment Funds Act);

• How the governing regulations may 
be ended;

• The liability of the participants in the
investment condominium, including 
how it is limited (if at all);

• Provisions for valuation of the
investment condominium's assets;

• Provisions for termination of the
investment condominium; and

• Any other provisions required under 
the Investment Funds Act.
The governing regulations are not required

to be filed with the Registrar General, and
therefore are not a public document.

How does the ICON act?
An investment condominium, having no 
legal personality, is represented by its
administrator. The administrator, acting on
its behalf, executes all letters, contracts,
agreements, deeds and documents for the
investment condominium. The administrator 

also has the power to do all other acts and
things which are necessary or conducive to
the investment condominium's activities. As
a general rule, the administrator's acts bind
the investment condominium.

What are the obligations 
of an ICON’s administrator?
The administrator’s obligations depend on the
role it fills for the investment condominium.
An investment condominium is required to
have a general administrator and a governing
administrator, and these roles may be filled by
a single entity or by two separate entities.

A governing administrator is deemed to
be the investment condominium’s operator
for purposes of the Investment Funds Act,
and has all the powers and duties of an
operator for this purpose. A governing
administrator must be either: 

1. an administrator licensed by the
Securities Commission (restricted
or unrestricted); 

2. a licensee under the Financial and
Corporate Service Providers Act; 

3. a licensee under the Securities 
Industry Act; 

4. a bank or trust company licensed 
by the Central Bank; or 

5. a foreign entity licensed by or registered
with a regulatory body with functions
and powers equivalent to the Securities
Commission or Central Bank.

Investment Condominium
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The governing administrator is therefore
akin to a general partner, director or 
trustee of the equivalent entity licensed as an
investment fund. The general administrator,
by contrast, must be an administrator
licensed by the Securities Commission
(restricted or unrestricted) and acts as the
investment condominium’s administrator 
for purposes of the Investment Funds Act.

If the administrator incurs any debts or
obligations in conducting the investment
condominium's business, they are obligations
or debts of the investment condominium and
not the administrator personally.

How does an ICON operate?
An investment condominium may have an
unlimited number of participants, but the
minimum number is one.

Participation interests may, but need 
not, carry voting rights, and such rights 
are as specified in the governing regulations.
Participation interests are personal property,
and enforceable by the participants as 
a chose in action.

Books and records must be kept by the
administrator, and include a register of
participation interests as well as reliable
accounting records retained for a minimum
five-year period.

Annual meetings of the participants must
be called by the investment condominium’s
administrator, and such meetings may be
held in The Bahamas or elsewhere.

Publicly available information on an
investment condominium is generally limited
to the information contained in its certificate

of establishment, which sets out 
its name, the name of its administrator(s),
the date of establishment, a statement that 
it shall be licensed as a fund and the address
in The Bahamas at which the investment
condominium can be served.

Can an ICON make distributions?
An investment condominium may not make
or declare dividends or other distributions to
its participants. Participants therefore recoup
their investment only upon redemption of
their participation interests, which may take
place in whole or in part on the terms set
out in the governing regulations.

Is an ICON liable for local taxes?
An investment condominium is not liable 
for estate, inheritance, succession, gift or
stamp taxes, provided that its participation
interests are held (directly or indirectly)
only by persons deemed non -resident for
exchange control purposes and that the
investment condominium does not own
(directly or indirectly) real property situate
in The Bahamas. It is intended that
investment condominiums meeting these
conditions will also be exempted from VAT.

Can an existing entity be converted
to an ICON?
Existing entities may become ICON Funds,
and the conversion can be achieved without
a termination event triggering a capital gain or
other adverse tax consequence. Bahamian
entities as well as entities presently
established under the laws of other

jurisdictions are able convert into an
investment condominium and be licensed 
as a investment fund. Therefore, it is possible:

1. to convert a Bahamian trust, exempted
limited partnership or company to an
investment condominium;

2. to accommodate the redomiciliation of 
an investment fund established
elsewhere to The Bahamas and to
permit its conversion to a condominium
once successfully redomiciled; and

3. to allow for unbroken continuity of the
fund, while changing the character of
the legal structure that underpins it.

Note that equivalent entities established
under the laws of another jurisdiction 
must take advantage of existing continuation
procedures in the International Business
Companies Act or the Exempted Limited
Partnership Act, or utilize the power to
change governing law contained in the 
trust instrument.

How is an ICON wound up?
An investment condominium may be
dissolved either voluntarily on the terms
contained in the governing regulations, 
or compulsorily by the court. Voluntary
dissolution is permitted where the investment
condominium is solvent; involuntary
dissolution is required where the investment
condominium is insolvent, the participants 
so request or the regulator so petitions, 
or where the court believes it just and
equitable that it be so dissolved.
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The Securities Industry Act, 2011, (the
2011 Act) repealed the Securities Industry
Act, 1999. The 2011 Act modernized and
updated the law governing the regulation 
of securities in The Bahamas, enhanced the
powers of the Securities Commission (the
Commission) and promoted confidence and
efficiency in the capital markets, making
them a more attractive prospect to
domestic and foreign investors.

Highlights
Definitions
The first schedule of the 2011 Act defines
securities and the activities giving rise to the
obligation to register. Part 2 of the first
schedule sets out four types of activities
which constitute securities business:

1. dealing in securities;
2. arranging deals in securities; 
3. managing securities and
4. advising on securities.

Part 3 of the first schedule exempts a
number of activities from registration, 
eg trading for one’s own account and 
Part 4 lists exempt persons, eg receivers,
executors or lawyers where such activities
are incidental to their profession.

Securities Commission
The Commission’s powers remain the same;
however, the 2011 Act provides for more
comprehensive powers along with greater
clarity, independence and accountability.

Assistance to domestic and foreign
regulatory authorities
The 2011 Act allows the Commission to
provide any information already on file and
to obtain information from anyone in the
jurisdiction in response to a request from an
overseas regulatory body. Information may
also be passed on to another person in the
overseas authority’s jurisdiction if certain
preconditions are met. The powers of the
Commission to require a person to provide
information are written to overrule the
provisions of any other law regarding secrecy
and recognize a person’s right not to have
compelled statements used against them in
criminal matters or the right to claim legal
privilege on the appropriate documents.

Investigations and inspections
The 2011 Act substantially expanded the
powers of the Commission to investigate
a regulated person or firm to determine 
if the person or firm has, is, or is about to
contravene any provision of Bahamian
securities laws. An investigation may 
also be initiated for the administration 
of Bahamian securities laws or to assist 
in the administration of securities laws
of another jurisdiction.

The Commission is not required to give
notice of these inspections nor does the
Commission have to suspect a breach of the
2011 Act, however, the regulated person or
firm bears the expense of inspection.

Registration of persons carrying 
on a securities business
Entities formed under either the International
Business Companies Act, 2000, or the
Companies Act, 1992, are eligible to 
apply for registration as a registered firm.

Registered firms may carry on one 
or more categories of securities business
described in Part 2 of the first schedule 
of the 2011 Act.

Individuals employed by registered firms
to engage in securities business must be
registered with the Commission–as
discretionary management, advising or
trading representatives. Each registered firm
must also register a chief executive officer
and compliance officer, both of who must be
registered in The Bahamas.

Distributions and prospectuses
The 2011 Act requires an issuer to file both 
a preliminary prospectus and a prospectus
to the Commission in connection with a
trade that would be a distribution of a security,
ie the purchase or sale in The Bahamas for
valuable consideration of a security of an
issuer that was not previously issued; that
has been redeemed, purchased or donated
to that issuer; or in a previously issued
security of an issuer by a control block
holder (Prospectus Filing Requirement),
unless the trade is exempt.

Upon issuance of a receipt for the
preliminary prospectus, the issuer may
distribute and solicit the preliminary

prospectus, however, not until a receipt
has been issued for the prospectus may 
a binding agreement be entered into with
prospective purchasers for the purchase 
of the security.

There are various exemptions from the
Prospectus Filing Requirement in the 2011
Act including distributions: 

1. of securities issued by the government
of The Bahamas; 

2. of securities issued by a private
company, securities of an investment
fund registered under the Investment
Fund Act, 2003, or exempt from
registering under that Act; 

3. by issuer of its own securities that are
distributed to holders of its securities
as a dividend; 

4. by approved foreign issuers and 
5. to accredited investors.
A distribution of securities issued or to 

be issued by an issuer under the laws of 
The Bahamas that is made outside The
Bahamas must be made in accordance with
the laws of the country in which the
distribution is made.

Continuing obligations of public issuers
The 2011 Act strengthened the obligations
imposed on public issuers to inform the
public of any material changes, file annual
and interim financial statements, annual
reports and on proxy solicitation. It also
introduced the requirement that public
issuers send financial statements and annual
reports to their security holders.

Takeover bids
A long-standing gap in the securities
industry’s laws has been the lack of
legislative control of takeover bids. 
The new regulations set out a framework 
of controls and guidelines for the industry,
including a road map for the conduct of
takeover bids to ensure all security holders
are treated in a fair and equitable manner
upon change of control. Draft Takeover
Rules were recently circulated for industry
comment. It is anticipated that these will be
finalized for introduction in 2019.

Securities Industry Act
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The Probate and Administration of
Estates Act, 2011 governs the distribution 
of estate assets and immoveable properties.
Personal properties are distributed
according to the law of the place of a
person’s domicile at date of death.

Statutory provisions
The Bahamas is a common law jurisdiction
and probate and administration of estates
legislation is based on the laws of England
and Wales. The Supreme Court issues grants
of representation for the estates of persons
domiciled outside The Bahamas in respect of
Bahamian assets upon their demise.

There are several testamentary
dispositions by which an investor may deal
with Bahamian assets. However, a person
can only have one domicile at a time:

• An investor can make a Bahamian 
will solely in respect of his Bahamian
assets with a provision that the will must
be construed and interpreted with
Bahamian laws. The Court will issue 
a grant of probate.

• If appropriate, an investor can declare 
in the will that he is domiciled in 
The Bahamas. The Court will issue 
a grant of probate.

• If residing as a permanent resident in 
The Bahamas, the will can be administered
under Bahamas law. The Court will issue
a grant of probate.

• An investor can settle Bahamian assets 
in an Inter Vivos Trust which can be
incorporated as a part of a last will and
testament. The investor should appoint 
the trustees named in the trust as
executors and trustees of the last will 
and testament. Alternatively, a Trust 
can be created in the will. The provisions
under the Trustees Act apply.

• Where domiciled outside The Bahamas 
in different circumstances, there are
other provisions under Bahamian law
which would be applicable.
According to the Act, the Court has

jurisdiction with the eligibility of persons
entitled to obtain a grant of representation 
in the estate of a deceased person and 
requires that a notice of a proposed grant

application be published in The Official
Gazette on three consecutive occasions
prior to submitting the application to the
Court for processing.

An estate executor/administrator resident
or domiciled outside of the jurisdiction will
need to appoint a local attorney in The
Bahamas by deed of power of attorney to act
on behalf of the estate executor/administrator.

Where a local trust company is executor,
the trust company can designate two officers
to undertake the application.

Upon issue of the grant, the powers and
duties similar to an executor enables the
administrator to distribute the estate as set
out in the will.

Resealed grants of representation
The Court issues a resealed grant in respect
of any grant of probate or other testamentary
disposition issued by another common law
jurisdiction eg the UK, the US, Australia, New
Zealand, Canada and any Commonwealth
country provided the requisite certified and
authenticated copies of such foreign grant, 
etc are produced to support the application.

The Court also issues a grant of letters 
of administration with the will annexed where
a deceased testator owns Bahamian assets but
is not necessary to apply for a grant in respect
of the will in the place of domicile.

Where a person dies intestate in a common
law jurisdiction, the Court will issue a grant 
of letters of administration in respect of the
estate in the first instance to the surviving
spouse or another person approved by the
Court and grant the administrator with
powers and duties similar to an executor.

Grants issued in a civil law jurisdiction
The Court will not reseal grants issued in a
civil law jurisdiction. However, although The
Bahamas is a common law jurisdiction, the law
provides for administration of estates from
civil law jurisdictions such as the European
countries (eg Switzerland, Germany, France),
South American countries (eg Argentina,
Brazil, Chile) and other territories such as the
Dutch Antilles and Quebec.

Where a person dies intestate domiciled in
a civil law jurisdiction, the Court issues a grant
of letters of administration.

An application for a grant in respect of
each of the above must be accompanied by
the civil law testamentary disposition and
supporting documents must be translated
into English by a certified, notarized and
authenticated translator.

The local attorney will advise the client as 
to the appropriate grant for which an
application should be made and the exact
civil law documents, certificates, etc
required to support the application.

Executors, trustees, devisees 
and beneficiaries
Full names, current address and occupation of
each executor, trustee, devisee and beneficiary
must be given to the attorney by the personal
representative for each application.

Administration of assets
There is no inheritance tax in The Bahamas.
Upon issue of a grant of representation the
personal representative of the estate must:

1. settle the estate’s debt including
payment of real property taxes, 
if applicable;

2. deal with assets as settled in the 
trust, if applicable; or distribute the
personal assets as set out in the will 
to local and/or foreign beneficiaries;

3. or in the case of an intestacy, 
distribute the personal assets 
under the Inheritance Act, 2002;

4. arrange transfer or settling 
of corporate shares;

5. obtain Exchange Control approval to
transfer pecuniary legacies, in
Bahamian currency, to beneficiaries
outside The Bahamas; and

6. execute deeds of assent where real
property of the deceased will be legally
vested in the devisees, apply for the
requisite certificate of registration or
permit in respect of a non-Bahamian
devisees’ acquisition and obtain
permission from Exchange Control 
in respect of the administration and
complete the return for filing with the
registrar as prescribed by the Act.

Estate planning: probate & administration
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DOING BUSINESS IN THE BAHAMAS

In 1994, the government introduced 
a National Investment Policy (NIP) to support 
an investment-friendly climate and foster 
the economic growth and development. 
An edited version of the policy follows:

Investment environment
To support the National Investment Policy
the government will provide:

1. a politically and economically stable
environment conducive to private
investment;

2. an atmosphere where investments 
are safe and the expropriation of
investment capital is not considered;

3. a legal environment based on a long
tradition of parliamentary democracy,
the rule of constitutional and statute
laws, and where security of life and 
personal property are guaranteed;

4. a stable macroeconomic environment
bolstered by prudent fiscal
management, a stable exchange rate,
flexible exchange control rules and
free trade;

5. an environment in which freedom from
capital gains, inheritance, withholding,
profit remittance, corporate, royalty,
sales, personal income, dividends,
payroll and interest taxes is ensured;

6. essential public services, an adequately
equipped police constabulary; modern
health and education facilities, and
other social services;

7. dependable public utilities; and 
8. essential public infrastructure 

such as roads, ports and airports.
With specific regard to the financial 

services sector, the government is
committed to enhancing the image of 
The Bahamas as an international financial
centre. To this end, the government will use
international best practices as it:

1. maintains The Bahamas as a leading
financial centre;

2. monitors developments in international
financial markets and amend rules,
regulations or legislation to preserve
and enhance competitiveness;

3. ensures the operation of a clean
financial centre with rules and
regulations to prevent laundering 
of criminally derived assets;

4. supports The Central Bank of The
Bahamas in its commitment to bank
supervision and promoting high
standards of conduct and sound
banking practices; and

5. supports the self-regulatory measures
of the Association of International
Bank and Trust Companies (AIBT),
particularly, the established code of
conduct for bank and trust companies. 

Investment incentives
Investment incentives under the following
Acts include: exemption from the payment
of customs duties on certain construction
materials, related equipment and approved
raw materials; and real property taxes for
periods of up to 20 years.

• Export Manufacturing Industries 
(Encouragement Act)

• Industries Encouragement Act
• Agricultural Manufactories Act
• Tariff Act
• Free Trade Zone Act

• City of Nassau Revitalization Act
• Hotels Encouragement Act
• Family Islands Development 

(Encouragement Act)
• Spirits and Beer Manufacturers Act
• Bahamas Vacation Plan and 

Time-Sharing Act

Areas targeted for
overseas investors
Following is a list of investment areas targeted
for international investors. The list is not
exhaustive, and investors interested in areas
not included should consult BIA. Joint ventures
with Bahamian partners are encouraged, with
the choice of partner being at the discretion of
the investor.

1. Touristic resorts
2. Upscale condominium, timeshare and

second home development
3. International business centres
4. Marinas
5. Information/data processing.
6. Assembly industries
7. High-tech services
8. Ship registration, repair and 

other ship services
9. Light manufacturing for export

Investment environment and incentives
Adapted from the 2019 edition of the Bahamas Handbook

1. name of corporation and beneficial
owner and address, including
telephone/fax;

2. executive summary of project;
3. type of business–whether share

company, partnership, individual or
joint venture;

4. principals–investors, major beneficial
shareholders, including dates and
places of birth, copies of passports or
social security numbers, annual reports
or audited financial statements,
description of investor’s business;

5. proposed location;
6. land requirements;

7. start-up date;
8. employment projections–number of

Bahamian and non-Bahamian employees;
9. management/personnel requirement

–years of experience, training and work
permits* for key personnel;

10. financial arrangements for project,
including bank reference;

11. environmental impact–toxic waste,
disposal procedures, toxic input; and

12. concessions sought/investment
incentives if applying under a
particular Act or programme.

13. local representative: attorney,
accountant or agent.

What’s required in an investment proposal?

* Necessary work permits for key personnel will be granted. Businesses requiring permits for persons 
other than key personnel are encouraged to consult BIA in advance.

An international investor seeking to do business in The Bahamas should submit 
to the Bahamas Investment Authority a project proposal containing:
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10. Agro-industries
11. Food processing
12. Mariculture
13. Banking and other financial services
14. Captive insurance
15. E-commerce
16. Aircraft services
17. Pharmaceutical manufacture
18. Offshore medical centres

Areas reserved for Bahamians
1. Wholesale* and retail operations
2. Commission agencies engaged in the

import/export trade
3. Real estate and domestic property

management agencies
4. Domestic newspapers and magazines
5. Domestic advertising and public

relations firms
6. Nightclubs and restaurants except

speciality gourmet and ethnic restaurants;
restaurants operating in hotel, resort
complex or tourist attractions

7. Security services
8. Domestic distribution of building supplies
9. Construction companies, except for

special structures for which international
expertise is required

10. Personal cosmetic/beauty establishments
11. Commercial fishing
12. Auto and appliance service operations
13. Public transportation
* International investors may engage in the wholesale

distribution of any product they produce locally.

Commercial Enterprises Act (CEA)
To improve the ease of doing business and
attract new and diverse businesses, Parliament
passed legislation to streamline and fast-track
the start-up of businesses in specified areas of
the economy. The Commercial Enterprises
Act (CEA), 2018, is available to Bahamians and
non-Bahamians.

The CEA, provides for the designation 
of specified commercial enterprises and
specified economic zones in The Bahamas
and seeks to liberalize the granting of work
permits to an enterprise that wishes to
establish itself in The Bahamas, and requires
work permits for its management team and
key personnel. The legislation enables a
specified commercial enterprise to obtain 
an Investments Board certificate granting a
specific number of work permits for certain
positions. The minimum investment of any
business seeking to make application

pursuant to the Act is $250,000. The CEA
defines specialized commercial enterprises
as businesses in:

1. Captive insurance
2. Reinsurance
3. Mutual fund administration
4. Arbitration
5. Wealth management
6. International trade
7. International arbitrage
8. Computer programming
9. Software design & writing

10. Bioinformatics & analytics
11. Nano technology
12. Biomedical industries
13. Boutique health facilities
14. Data storage or warehousing
15. Aviation approved 

maintenance operations;
16. Aviation registration
17. Call centres
18. Manufacturing or assembly 

of manufacturers
19. Maritime trade

The Business Licence Act, 2010, 
made it mandatory for anyone operating 
a business to obtain a licence. 

Annual business licence renewal applications
are due on or before Jan 31 and payments are
due on or before Mar 31 every year. All 
business licences expire on Dec 31 (excluding
occasional and temporary licences). A licensee
who fails to make requisite filings or payments
by the due date is liable to pay penalty fees:

1. $100 for late filing of renewal application
and late notification of inactivation or
cessation of a business;

2. 10% tax liability for late payment 
of business licence tax; and

3. Interest of 5% of tax liability per annum
on payments made 30 days or more 
after the due date.

For most businesses, taxes are based on
gross turnover; and calculated from $100
for a petty business to 0.50% to 1.50% for
businesses with turnovers from $50,000 to
$50 million and greater. Where the business
is registered as an insurer under the Insurance
Act, in lieu of business licence tax, pay within
four weeks of the end of each quarter of a
financial year, a sum of 3% of the gross
premiums collected in respect of local
policies or $25, whichever is the greater.

Companies designated non-resident
under the exchange Control Regulations Act
pay an annual tax of $300 other than a
company incorporated or continued under
the International Business Companies Act
(Chapter 309).

Application for a new business license is
completed online at www.VAT.revenue.gov.bs

and must have attached: proof of Bahamian
citizenship (copy of valid passport); copy of
the certificate of incorporation (with proof
that the company is 100% beneficially
Bahamian owned); National Insurance Board
(NIB) registration number for the business;
NIB card for the applicant; if applicant owns
the property on which the business is
located real property tax must be up to date
or an arrangement for payment of arrears
must be in place; lease or rental agreement
for the business location or proof of
ownership (copy of conveyance) along with
approvals from: Department of Physical
Planning (zoning); Ministry of
Works/Building Control (inspection);
Department of Environmental Health
Services (sanitation); and Royal Bahamas
Police Force/Licensing Section (if alcoholic

Business licensing
Adapted from the 2019 edition of the Bahamas Handbook
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The government’s immigration policy
is aimed at ensuring the reasonable security,
well-being and economic progress of The
Bahamas and its people.

The government considers citizenship,
permanent residency and work permits for
non-Bahamians. Accelerated consideration is
given to applications for annual or permanent
residence by major international investors
and to “fit and proper” owners of residences
valued in excess of $1.5 million.

As The Bahamas is a major tourist
destination, every effort is made to keep
visitors’ immigration formalities to a
minimum. Non-Commonwealth citizens
should inquire at the Ministry of Foreign
Affairs for entry requirements, as they vary
from country to country.

Visitors entering The Bahamas must fill out
an embarkation-disembarkation card. The

designated portion is retained and must be
surrendered upon departure from the country.

Visitors must be in possession of a return
ticket to their homeland or to some other
country where they would be accepted. 
As a part of the admittance process, visitors
may be required to produce evidence that
they are able to sustain themselves while in
The Bahamas.

Visitors may stay for a maximum of eight
months, provided they can show means of
financial support for this period. Visitors are
not allowed to engage in any form of gainful
occupation while in The Bahamas.

Anyone found guilty of the smuggling, or
assisting in the smuggling of, or harbouring,
illegal immigrants may be fined up to $10,000
and sentenced to a maximum of five years in
prison plus confiscation of any aircraft or
boat used in the act.

Obtaining a permit to reside*
Persons wishing to reside in The Bahamas
on an annual basis may qualify under one 
of four categories:
Category 1
Spouse or dependent of a citizen of 
The Bahamas;

If an applicant is married to a Bahamian
citizen, a resident spouse permit may be
issued. The resident spouse permit is issued
for a maximum period of five years. 

After five years an application may be
made for permanent residence or citizenship.
Category 2
Spouse or dependent of a permit holder.
Category 3
Independent economic resident.

For an annual permit to reside, a head-
of-household pays for head of household
and for each dependent.

DOING BUSINESS IN THE BAHAMAS
S
O
U
R
C
E
: B

A
H
A
M
A
S
 H
A
N
D
B
O
O
K
  ©

 2
01

8

Residency and employment
Adapted from the 2019 edition of the Bahamas Handbook

beverages are being sold and/or music and
dancing). For a regulated business, grant of 
approval in writing under the law regulating
that business.

The processing time for a business licence
(new/renewal) is seven working days
provided all requirements are met and tax
payment made.

A non-Bahamian company must first obtain
approval from the National Economic Council
(NEC)/Bahamas Investment Authority (BIA),
before the application can be processed.

Temporary licence
A temporary business is a business
undertaking of a specific contract for a
specified period not exceeding three years.

Non-Bahamians who contract to carry
out a business must apply for a temporary
licence and pay a tax of 1.5% of the value of
the business contract. Temporary licences
are not granted unless all outstanding licence
fees under previous licences are paid and
the application is approved by the Minister
of Finance. It is an offence for a foreign
person to carry on a business without a
temporary licence.

Occasional licence
Occasional licences may be granted for 
the following purposes:

1. to carry on a sales business;
2. o act as a travelling salesman

(non-resident individual);
3. to stage a business event at 

any place or premises of 
public dancing, singing, music 
or other such public entertainment;

4. to stage a trade show or expo;
5. to vend at a regatta, 

farmer’s market or other national 
or community event.

Occasional licences are taxed at $25 
and granted for any period not exceeding
seven days up to four times a year under
such terms, and conditions and subject to
restrictions as the secretary for revenue
deems fit.

Business licence tax schedule
For a bank or trust company licensed under
the Bank and Trust Companies Regulation
Act and licenced as an authorized dealer, 
tax is calculated at 3% of turnover.

Businesses licensed under the Bank and
Trust Companies Regulation Act– which are
not authorized dealers (banks or trust) and
have paid the requisite fees under the Banks
and Trust Companies Regulation Act–do not
pay the annual business license tax.

The taxes for gas stations range between
$1,000, where total revenue does not
exceed $500,000, and $35,000 where total
revenue is $15 million and over. A tax rate
of 0.75% of turnover is applied to Family
Island gas stations where owners are not
importers of fuel.

Telecommunications services businesses
are taxed at a rate of 3% of turnover.

Businesses whose annual turnover
exceeds $50,000 are required to maintain
accounting records for at least five years.

If turnover is $100,000 or more,
certification by a person who is qualified in
accounting, and who has no interest in the
business to which the certificate relates,
must accompany the application.

For further information visit the 
Dept of Inland Revenue online at 
www.inlandrevenue.finance.gov.bs
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Category 4
Resident homeowner, including seasonal
resident homeowner. Under this category,
non-Bahamians who own second homes in The
Bahamas may apply to the director of
immigration for a homeowner’s residence card.
This card is renewable annually and entitles the
owner, spouse and any minor child/children,
endorsed on the owner’s card when travelling
with the owner, to enter and remain in The
Bahamas for the validity of the card. The card 
is intended to facilitate entry into The Bahamas
with minimal formalities by:

1. obviating the need for 
return tickets;

2. obviating provision of proof of
maintenance ability upon entering 
the country; and

3. entitling the holder to visit for a stay 
of up to one year.

Successful applicants in any of these
categories are not permitted to engage 
in employment.

*Applicants in any of these categories are 
not permitted to engage in employment.

Procedures for obtaining 
a work permit
An inflexible principle of The Bahamas
government is that no expatriate may be
offered a position that a suitably qualified
Bahamian is available to fill.

Employers with vacant posts are required
to advertise locally and consult The Bahamas
Employment Exchange. If unsuccessful in
fulfilling their requirements by these methods,
they may apply to the Dept of Immigration
for permission to recruit outside The Bahamas.

Normally, an application will not be
processed if the prospective employee is already
in The Bahamas, having entered as a visitor.

Work permit fees range from $1,000 to
$12,500 per year, depending on the category.
The Bahamas Immigration Bahamianization
Policy, which is critical to the granting of
work permits, provides that:

1. Whenever there is a position that 
a Bahamian is qualified to fill, he should
be given the position in preference to
anyone else.

2. The Bahamian must be given that job on
the same terms and conditions as his
expatriate counterpart.

3. Where the company has a career
structure, whether here or abroad, the
Bahamian employee must be given the

same opportunities for advancement as
would be afforded other employees.

4. The Bahamian must be helped
whenever possible to broaden his skills
in the individual’s chosen field of
endeavour by constant exposure to
further training at home and abroad.

Where work permits have been granted,
each employer will be required to identify a
suitable Bahamian to understudy the expatriate
so that the Bahamian trainee will fill the
expatriate’s position within a reasonable time.

Genuine investors usually have little
difficulty in complying with these requirements.

Employers may obtain permits for longer
periods than the standard one-year period in
respect to certain key personnel on contract.
Such contracts should indicate their renewal
would be subject to obtaining the necessary
immigration permission, and they may be
endorsed to the effect that the employee 
is expected to train or be replaced by a
suitable Bahamian within a stipulated period.

Each permit issued by the Immigration 
Board relates to a specific post. Permits are 
not altered by the director of immigration to
reflect change of employment or residence.
However, a person holding a work permit
may make application for a new one (his 
new employer having been unsuccessful in
recruiting a qualified Bahamian to fill the post)
without having to leave the islands, providing
the current work permit is still valid.

The renewal of a permit on expiration is
not automatic. Generally, no expatriate may
be continually employed in the country in any
capacity for more than five years. However,
there are likely to be cases where hardship
will be caused by rigid implementation 
of this policy. According to government, 
this factor will be kept in mind in applying
the regulations.

An employer must inform the Dept 
of Immigration within 30 days that a non-
Bahamian employee is no longer employed
or be liable to a fine.

A non-Bahamian who ceases to be
employed must take his permit to the 
Dept of Immigration for cancellation 
within seven days of ceasing to be
employed. The permit shall be deemed
cancelled with effect from expiration of
that seven-day period. An employee failing
to comply with this regulation is liable to
prosecution and may, if convicted, be liable
to a fine.

The holder of a permit shall report any
change of address to the Director of
Immigration within 14 days of such change.

If an applicant is married to a Bahamian
citizen, a resident spouse permit may 
be issued. The resident spouse permit is
issued for one to five years. This permit
allows the applicant to work anywhere in
The Bahamas.

Bonding
A bond is required for each person granted
a work permit, if necessary, to repatriate the
employee and his dependents and to pay any
public charges, including medical expenses,
incurred by the employee.

Annual travelling sales
representative permit
Travelling sales representatives planning to do
business in The Bahamas must obtain work
permits from the Dept of Immigration as well
as a licence from the Licensing Authority.

Permanent residence
Applicants for this status of residency must
be of good character and prepared to show
evidence of financial support. Such an applicant
must also state that he intends to reside
permanently in The Bahamas.

Persons may apply for permanent residence
in any of the following categories provided they
satisfy statutory requirements of The Bahamas:

1. As the spouse of a citizen of The
Bahamas, and in the case of a male, he
must have been married for not less
than five years. Women married to
Bahamians may apply at any time 
after marriage.

2. As an economic applicant; that is, 
one who seeks to permanently reside
in The Bahamas because of:

a. investment/business or home, or
b. established roots through 

family ties.
People who held valid certificates of

permanent residence prior to the
Immigration Act, 1975, continue to hold
such status automatically.
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In New Providence, real estate agents
charge a 10% commission on the sale of
undeveloped property; 6% on developed
property–residential or commercial; and
10% for Family Island property–land, home 
or commercial.

As of July 1, 2018, stamp duty on property
conveyances or realty transfers was set 
at 2.5% on transactions valued at $100,000
or less, and 10% on transactions valued in
excess of $100,000. VAT is not charged as
transactions are subject to stamp duty.

In property sales, the vendor and
purchaser each pay half the stamp duty
unless otherwise agreed. Sellers generally
pay commission, stamp duty and legal fees.
Sometimes property owners list a net sales
figure, in which case the agent adds 
those charges to the price quoted to
prospective buyers. 

Stamp duty on mortgages is payable 
at a rate of 1% on the amount borrowed.

The Bahamas Bar Association follows a
minimum scale fee for conveyances and
mortgage transactions at 2.5% of the sale
price plus out-of-pocket expenses.

VAT is charged on buyers’ and sellers’
attorney fees and realtor fees. 

International Persons 
Landholding Act, 1993
Amended in 2007, The International 
Persons Landholding Act made it easier 
for non-Bahamians and companies under
their control to own property.

1. A non-Bahamian or permanent
resident who purchases or acquires an
interest in a condominium or property
to be used by him as an owner-occupied
property, or for construction of premises
to be used as an owner-occupied
property, must apply to the secretary
to the Investments Board (IB) to
register the purchase. Application for
Certificate of Registration Form I must
be filed with the Bahamas Investment
Authority (BIA), Office of the Prime
Minister. Contact BIA for a complete
list of the required documentation 
that must accompany the application

along with the original receipt from 
the Public Treasury showing payment 
of the requisite fee of $250.

2. Upon receipt of the above, the
acquisition is registered and a
certificate of registration issued.

3. A permit to acquire property is required
if the property is undeveloped land 
and the purchaser would become the
owner of two or more contiguous acres.
A permit is also required if the non-
Bahamian intends to acquire land or an
interest therein by way of freehold or
leasehold, when the acquisition is not in
accordance with item 1.

4. Non-Bahamians who own homes in
The Bahamas may apply for an annual
homeowner’s residence card.* This
card entitles the owner, spouse and
dependent children to enter and
remain in The Bahamas for the
duration of the validity of the card
(one year). This facilitates entry–it
does not confer resident status in 
The Bahamas.

All applications for permits, Form 3, 
are to be submitted to BIA for consideration
by the IB. If approved, a letter is issued and
payment of the requisite fee of $500 is 
 paid at the Public Treasury and the original
receipt returned to BIA. The permit is then
issued by the Secretary to the Board. 
Fee schedule is as follows:
Permit ............................................................$500
The certificate of Registration..................$250
Annual homeowner’s 

residence card ........................................$250
Certificate of registration or permit (with

acquisition documents) must be recorded at
the Registrar General’s Dept.

*Permanent residence may be granted if
certain conditions are met.

Property transactions
Reprinted from the 2019 edition of the Bahamas Handbook
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Bahamas Financial Services Board
A broadly based and highly skilled private sector creates a dynamic mix of banking, trust,
fund administration, investment advisory and insurance services in The Bahamas. Augmented
by professional advisors from legal, accounting, realty, information and communication
technology firms, The Bahamas is a complete international centre.

The Bahamas Financial Services Board (BFSB) represents an innovative commitment by 
the financial services industry and the government of The Bahamas to promote a greater
awareness of The Bahamas’ strengths as an international financial centre. BFSB, a 
private-sector-led body, and its member firms enjoy a strong partnership with The Bahamas
government. This partnership is focused on ensuring that the country’s regulatory and
business environment is suitable for both clients and the international stature of The
Bahamas as a member of the community of nations.

For further information contact:

Bahamas Financial Services Board
Phone: 242.393.7001
info@bfsb-bahamas.com
www.bfsb-bahamas.com

Since 1960, the Bahamas Handbook has documented the development of a nation by
recording and analysing significant events and providing a snapshot of culture, art, business,
history and politics in The Bahamas. This richly illustrated annual publication has grown 
to 600 pages, earning a reputation as the most comprehensive source of information on
living and doing business in The Bahamas. 

The Bahamas Investor was introduced as an international supplement to the Bahamas
Handbook in 2006 to serve the needs of investors and wealth management professionals
conducting business in the evolving offshore financial marketplace. The magazine focuses 
on wealth management strategies, opportunities for direct investment and the lifestyle
advantages of doing business in The Bahamas–a practical resource designed for financial
planners and other advisors to share with their own clients. Etienne Dupuch Jr Publications
Ltd is the leading publisher of business and tourism information in The Bahamas. For more
than 50 years the company has created a wide range of high-quality, informative and
respected publications, reliably delivered to their targeted audiences. Books, magazines,
maps and travel guides produced by Dupuch reach a majority of vacation and business
travellers visiting The Bahamas. 

For further information contact:

Etienne Dupuch Jr Publications Ltd
PO Box N-7513 Nassau, The Bahamas
Phone: 242.323.5665
info@dupuch.com

Bahamas Handbook & The Bahamas Investor
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The contents of this guide are intended to be only an aid to understanding the new Investment 
Condominium. The contents do not in any way constitute legal advice to any person for payment 
or otherwise and the Bahamas Financial Services Board, its members and directors do not and 
will not in any way accept responsibility or liability for any loss or damage caused by or arising 
from reliance on the information contained herein. Persons reading the guide are reminded that 
where a decision is to be made which depends for its correctness on the effect of the information, 
related legislation or common law rules, professional advice should be sought from a firm of 
qualified legal professionals.

© Information contained in this publication is protected by copyright 2014 by the Bahamas 
Financial Services Board. 
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Welcome to a place that investors came to first 
that lawmakers made safe 
A sovereign nation in the heart of the Americas
The nearest by sea or air
Where nature roams unfettered
Upon a crystal ocean of possibility
Where opportunity ripens
Under tropical skies

The preceding poem encapsulates the history, stability and success of The Bahamas as an ideal 
choice for international business and financial services and the Ministry of Financial Services of The 
Bahamas provides the policy directive to help sustain and grow that value proposition for the benefit 
of investors, clients, residents and, indeed, Bahamians. That value proposition can be further summed 
up in three words: stability, skill and sovereignty. These are of increasing importance in a time of 
near transformative unrest in economic markets, political risk in countries near and far, and the 
corresponding erosion of trust in governments, regulators and institutions.

The ICON is an example of The Bahamas’ consistency and commitment with respect to its clients and is 
indicative not only  of where The Bahamas is positioned now in the investment funds sector, but also of 
its aspirations to be the preeminent hub for funds and asset management to the Americas and beyond. 
That aim is furthered by the measures we’ve taken to ensure that the regulatory environment meets 
international norms and standards while retaining where possible a flexible and risk-based approach to 
the regulation of investment funds.

The ICON is a product of the collaborative and progressive approach to the development of new 
legislation in The Bahamas. With the help of the Association of International Banks and Trust 
Companies in The Bahamas, the Bahamas Financial Services Board and our many Brazilian advisors and 
partners, we have produced a sterling example of the kind of innovation that has been the touchstone 
of The Bahamas brand for some 90 years.

Foreword
The Hon. L. Ryan Pinder, M.P., Minister of Financial Services
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The Association of International Banks and Trust Companies in The Bahamas (AIBT) is pleased to partner 
with the Bahamas Financial Services Board and the Ministry of Financial Services in respect of this guide.  
AIBT has been in existence for almost 40 years and is representative of the deep ties the international 
banking and trust sector has maintained in The Bahamas throughout its long history as a financial 
centre.

It is the deep financial infrastructure, including administration, banking and custody services, that makes 
The Bahamas as successful as it is as a hub for funds and asset management and the Board of AIBT is 
pleased to be a part of assisting with the development of the newest product in The Bahamas’ ever-
expanding toolkit.

We believe that the ICON is another example of The Bahamas’ never-ending commitment to be first in 
class in the provision of market responsive regulated and sophisticated products, but only the latest 
example of it. This commitment is evident in a host of other products, including the SMART Fund, the 
Bahamas Executive Entity, and the Foundation. The Bahamas has shown it is skillful in the adaptation of 
innovative concepts for international markets and AIBT is assured that The Bahamas will continue to be 
the standard bearer in this regard for financial centres for years to come.

Foreword
Antoinette Russell, Chairwoman of AIBT
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The Bahamas recently has witnessed an upward 
trend in investment fund registrations which is 
indicative of the successful niche fund business 
this jurisdiction has built, largely on the back of 
the investment fund vehicle known as the SMART 
Fund. Even with more institutionally focused 
templates like the SMART 7, SFMs have been used 
as a cost-effective investment fund vehicle for 
families, family offices, and related investors.

The SMART Fund concept was conceived in the 
spirit of truly risk based regulation in recognition 
of the fact that depending on the structure of the 
investment fund, the regulation could be tailored 
appropriately to fit the specific business case. This 
is justified by the cap on the number of investors 
that may invest in many of the templates. As a 
result, the regulation accommodates agreement 
by a small number of investors to waive the 
production of audited financials in favour of semi-
annual performance reports.  In practice, this 
waiver may be utilized once or not at all but the 
utility is there should the investment fund require 
it to accommodate an illiquid strategy, or the 
consolidation of an audit in one jurisdiction.  

While the number of SMART Funds on the register 
grows, The Bahamas is not content to be viewed 
as simply a niche fund player; it has set its sights 
much higher, looking to expand awareness of its 
entire funds offering, including its well-regarded 

professional fund which may be established for 
sophisticated investors satisfying certain net 
worth qualifying criteria. Brazil has become an 
increasingly important market for The Bahamas, 
the result of a consistent and dedicated focus 
on assisting with satisfying the sophisticated 
requirements of a jurisdiction whose hedge funds 
number in the region of 13,000. The Brazilian 
multi-market fund is authorized to invest up to 
100% of its assets in foreign financial assets. It 
would not be overreaching to estimate that a 
large number of the existing funds licensed in The 
Bahamas originated to accommodate Brazilian 
funds, fund managers, investors and strategies.  

The condominium has been a part of the Brazilian 
civil code for almost 90 years. Under Brazil’s civil 
code the condominium was the formalization of 
the concept of joint ownership and administration 
of property (in all forms) between co-owners 
within an unincorporated entity that looks very 
similar to a partnership but operates in many 
respects like a company. The condominium is not 
a legal entity separate and apart from co-owners 
and the administrator is empowered to act on 
behalf of and represent it in all matters. 

As a result of further amendments, a 
condominium investment fund was created;  
this modified the original condominium 
concept providing that a condominium (in the 

Introduction to the ICON
Aliya Allen, CEO & Executive Director, Bahamas Financial Services Board

THE BAHAMAS INVESTMENT CONDOMINIUM IS AN “ICON” 
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investment funds context) was a ‘pooling of 
funds intended for investments in a diversified 
portfolio composed of financial assets and other 
instruments available on the financial market.’  

The Investment Condominium (ICON) continues 
The Bahamas’ commitment to bringing to market 
client responsive legislation with the main 
purpose of the Act being to provide an alternative 
legal structure for investment funds that is 
inherently familiar to those in Brazil and indeed 
those in countries which have similar constructs. 
It was this commitment to building products that 
benefit from cultural and legal familiarity that saw 
The Bahamas introduce foundations law in 2004; 
the ICON is an extension of this.

The ICON is the legal structure underpinning the 
investment fund in the same way as investment 
funds are legally organized as companies, 
exempted limited partnerships and unit trusts. 
The ICON’s purpose is tied to its operation as an 
investment fund and is defined as the contractual 
relationship subsisting between participants 
agreeing to the pooling of assets for the purpose 
of investing those assets collectively.  

Similar to the Brazilian condominium, the ICON 
possesses no distinct legal personality save that 
for the purposes of the legislation it is able to 
hold assets in its name; enter into agreements 
in its name; and sue and be sued in its name. 
The lack of legal personality is addressed by 
the appointment of an administrator that 
is empowered to transact in its name, and 
represent and bind the ICON.

The ICON is established by the initial participants 
signing “governing regulations” which is the 
governing document of the ICON. The initial 
participants engage the ICON’s administrator 
which must be an institution that is regulated 
by the Securities Commission of The Bahamas 
as an investment fund administrator under the 
Investment Funds Act.  The administrator will 
then prepare a certificate evidencing that the 
ICON has been established, and which contains 
the information specified in the schedule to 
the Act. This certificate subsequently is signed 
by the administrator and submitted along with 
a prescribed fee to the Registrar General for 
stamping.  

A unique feature of the legislation is the provision 
for other types of entities - e.g. companies, 
unit trusts and exempted limited partnerships 
- to convert to an ICON by following a defined 
procedure. The Act is clear as to the effect of 
conversion and it is important to note that 
conversion does not relieve a converted entity 
from liabilities or obligations incurred preceding 
the conversion to an ICON. 

The ICON demonstrates The Bahamas’ keen 
understanding of the regulatory environment 
and the needs of the clients we service.  In the 
current climate, success for an international 
finance centre (IFC) depends on a host of factors 
but certainly one of them is the ability to develop 
market-responsive, compliant and innovative 
products. The ICON follows in the tradition of the 
Bahamas Executive Entity in being the first of its 
kind in the common law world…and that’s quite 
iconic indeed. 
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The Road to Becoming an ICON
The establishment of an ICON and the conversion to an ICON

There are 3 routes to becoming an ICON:-

1.   Establish an ICON and then license it as an investment fund. 
2.   Convert an existing Bahamian International Business Company (“IBC”), Exempted Limited                
      Partnership (“ELP”) or Unit Trust (“UT”) into an ICON and then license the converted ICON as an         
      investment fund.
3.   Re-domicile a foreign company or partnership to its Bahamian counterpart, convert the entity         
      into an ICON, or in the case of a foreign trust change its governing law to that of The Bahamas,      
      and convert it into an ICON and then license the ICON as an investment fund.

A brief overview of each of these pathways is discussed below. 

ROUTE 1: ESTABLISHING A NEW ICON

The procedure for establishing an ICON is a streamlined one. The majority of the establishment process 
is facilitated by the Administrator1, though the Registrar General (“RG”) is responsible for keeping the 
register of ICONs, accepting fees and reflecting changes in the register of ICONs.  

In summary, the process is straightforward and efficient, in that once the name is chosen and reserved2  
(the name must contain the expression “ICON”, “IC”or “investment condominium”) and the initial 
participants agree and execute the Governing Regulations, the Administrator must prepare and submit 
the Certificate of Establishment to the RG along with the prescribed fee. Upon receipt of the Certificate 
of Establishment, the RG will enter the name of the ICON on the register and then stamp the Certificate 
of Establishment. The date of establishment of the ICON is the date of the Certificate of Establishment 
reflecting the date of the execution of the Governing Regulations.

1 Please note that the ICON legislation does permit for a single administrator to be appointed or both a governing 
administrator and a general administrator. More information relating to the division of duties where both a governing 
administrator and general administrator are appointed can be found on pages 8-11 and 26 of this brochure. For the 
purposes of this section, it is assumed , unless stated otherwise, that only a single administrator has been appointed.

2 The name can be reserved with the RG for 28 days.
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Within 90 days of the date of establishment of the ICON it must obtain an investment fund license (and 
this applies to closed-end ICONs), which may be granted by the Securities Commission of The Bahamas 
(“Commission”) or the ICON’s Administrator if it holds an unrestricted investment  fund administrator’s 
license. An ICON may be licensed by the Commission within 72 hours, if the Commission’s requirements 
for fast-tracked applications are met. The ICON must comply with the requirements stipulated in The 
Investment Funds Act and Regulations (as amended) (“IFA”) for the particular investment fund model for 
which it wishes to be licensed. An ICON must have Governing Regulations, which are not required to be 
filed with the RG but must be filed with the Securities Commission. These Governing Regulations must 
include the following particulars:

•   name and address in The Bahamas for service of process;
•   name and address of the administrator(s);
•   the number and currency of participation interests;
•   provisions relating to the audit3;
•   provisions for dissolution;
•   the number of classes and series of participation interests;
•   provisions outlining the powers, preferences, rights and liabilities of participation interests; 
•   the manner in which material agreements may be amended; 
•   provisions outlining the policies and procedures for the valuation of assets;
•   provisions relating to the duration of the ICON;
•   provisions addressing the division of duties between the governing and general               
      administrator (if applicable); and 
•   such other provisions as may be deemed necessary by the IFA4 .

ROUTE 2: CONVERSION OF AN EXISTING BAHAMIAN STRUCTURE TO AN ICON

The Bahamian ICON legislation allows for the conversion of an existing Bahamian IBC, ELP or UT into an 
ICON. The conversion process is very similar to that of establishment.

In summary, once the name is chosen and reserved (following the naming conventions mentioned 
above), all of the directors and majority of voting shareholders, all of the general partners and majority 
of voting limited partners or the trustee and majority of the voting unit holders, as the case may be, 
approve the Articles of Conversion which must include, inter alia, the following provisions:

•   Provisions detailing the basis upon which equity interests shall be converted to participation             
      interests in the ICON along with details of any rights attaching thereto;

 3 Exemptions related to SMART Funds are not affected.
 4 Examples include investment/borrowing restrictions, dealing policy, role of the custodian/administrator, fees etc.
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•   Provisions for the valuation and accounting treatment of the assets and liabilities and any            
      retained earnings upon conversion;
•   The date of incorporation, continuation, registration or establishment, as the case may be, and     
      intended date for conversion to an ICON ; and
•   An annexed copy of the Governing Regulations. 

Once the Articles of Conversion have been approved, the Administrator must prepare and submit to the 
RG within 7 days the Certificate of Conversion along with the requisite fee. The RG will enter the name 
of the ICON on the register and then stamp the Certificate of Conversion.

At the date of conversion, all of the assets and liabilities of the existing Bahamian structure will be 
vested in the ICON and the existing Bahamian structure will be struck off the register and will cease 
to exist without being dissolved or wound-up, as the case may be. All of the equity interests of the 
structure will be converted into participation interests in accordance with the Articles of Conversion.  
Participants remain liable for any amount unpaid on any equity interest incurred prior to conversion.

The provisions relating to licensing apply to a converted ICON as they do to a newly established ICON. 

It is important to note that conversion does not relieve officers, directors, trustees or partners from 
liability nor does it extinguish any debt or liability of the entity/UT prior to conversion.

ROUTE 3: RE-DOMICILATION OF A FOREIGN ENTITY INTO AN ICON

The final route to becoming an ICON is to re-domicile a foreign company, ELP or UT to a Bahamian IBC, 
ELP or UT, respectively and then convert the Bahamian structure into an ICON as provided in ‘Route 2’ 
above. In relation to foreign companies and ELPs the caveat is that the foreign law and constitutional 
documents of the company or partnership must allow for the re-domiciliation of the entity. With respect 
to foreign trusts, the trust instrument must include powers to (i) change the governing law of the trust 
to that of The Bahamas  ; and (ii)  vary the provisions of the trust. 

PRESCRIBED FEES5

The fees pertaining to the establishment/conversion of an ICON are as follows:

•  Newly Formed ICON → $350.00 (are pro-rated).  

•  Converted ICON → $350.00 (are pro-rated) plus $150.00 for the Certificate of Conversion.

•  Annual Government Registration → $350.00 (due by 30 April of each year).

 5  These fees are in addition to any fees levied by the Securities Commission.
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Governance and Administration 
of the ICON
The administrative structure of an ICON and appointment and qualification of the 
administrator

The role and responsibility of a typical investment fund administrator is set out in the Investment Funds 
Act (IFA). This role is contractual in nature and an administrator’s duties under the IFA includes ensuring 
that the operations of an investment fund are carried out in accordance with the governing documents, 
ensuring the preparation of audited financial statements, and ensuring the business of the fund is not 
being carried on in a manner that is prejudicial to investors.

One of the most important aspects of any investment fund structure is governance. Strong governance 
is essential for the proper realization of the fund’s investment objectives and for the fair treatment of 
the fund’s investors. Under the IFA, governance is a function and responsibility of the fund’s operators, 
which depending on the legal structure of the fund, may be the directors, trustee or general partner.

CHOICE OF ADMINISTRATIVE STRUCTURE

The ICON will change the current paradigm in that under the ICON Act and amended IFA, the 
responsibility for governance of the ICON is centralized in the ICON’s administrator. If the ICON chooses 
to engage a single administrator, that administrator performs the governance role of the operator as 
well as the general administration role of the administrator under the IFA.  

Alternatively, the ICON may split the governing and general administrator functions between two 
institutions called the general administrator and the governing administrator. Where the functions are 
split as described above, the governing administrator is the operator of the ICON under the Investment 
Funds Act in the same way that a  director is the operator of a company, a trustee the operatior of a unit 
trust, or a general partner the operator of a partnership under the IFA. The governing administrator’s 
role is critical in that it is given the power to bind the ICON in all matters and it also bears a fiduciary 
responsibility to the ICON’s participants. The inherent risk involved in occupying such a vital role in the 
ICON is mitigated by the right of an administrator to call upon the indemnification extended to it under 
the ICON Act, except where such administrator has acted in wilful default of its duties.  

The general administrator, on the other hand, performs the duties of general administration of an 
investment fund with typical responsibilities of processing subscriptions, sending confirmations 
and providing essential and traditional activities common to fund administrators and as defined by 
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an administration agreement between the fund and itself. The general administrator is required to 
keep a record of the participants’ interests in a “Register of Participants”. The administrator is also 
required to keep proper books and records and provide net asset valuations. The Act allows for these 
administrative duties and responsibilities to be delegated to a person with appropriate expertise.

APPOINTMENT AND QUALIFICATION OF THE ADMINISTRATOR

The administrator(s) is appointed by the initial participants of the ICON who exercise an agreement 
setting out the terms upon which the ICON shall be administered. An administrator may be removed 
and replaced by participants entitled to vote in respect of their participation interests by way of 
resolution agreed or consented to by such majority as specified in the governing regulations. It is to 
be noted that an administrator cannot be removed unless and until a replacement administrator has 
agreed to act and has entered into an administration agreement. 
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The governing administrator’s role is critical in that it is the primary interface between the fund, its 
services providers, and its investors. The governing administrator must be either a “financial institution” 
as defined in the ICON Act; or an institution licensed as a corporate services provider under the Financial 
and Corporate Services Providers Act (Ch.369); or an institution licensed under the Securities Industry 
Act (No. 10 of 2011) to deal in securities; or a bank or trust company licensed by the Central Bank of The 
Bahamas under the Banks and Trust Companies Regulation Act (Ch. 316); or an entity registered with or 
licensed by a regulatory authority in a foreign jurisdiction, which regulatory authority exercise functions 
that correspond to regulatory functions exercised by the Central Bank of The Bahamas or the Securities 
Commission of The Bahamas.

The general administrator also must be a financial institution as defined in the ICON Act.  It performs the 
duties of administration of an investment fund with typical responsibilities.

ICON with a Governing and a General Administrator
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The administrator may delegate any of its powers and duties, unless the governing regulations prohibit 
this and, if reasonable efforts have been made to verify that the delegate has appropriate knowledge, 
experience and integrity (e.g. a licensee of the Central Bank or the Securities Commission), shall not 
be responsible for any loss by reason only of such delegation. Additionally, the administrator shall not 
be liable or responsible for any default or wrongful act of the delegate which occurs at a time when 
the delegate reasonably appeared to be performing honestly and competently if evident that the 
administrator had made reasonable efforts to keep itself informed concerning the performance of a 
delegate.

Finally, awareness of the ICON is essential going forward. The regulators and the financial services 
community have begun in earnest to initiate local awareness of the ICON and will continue to educate 
and inform end users over the ensuing months and years. This will take public and private resources 
as well as international partnerships to spread the news about this exciting legislation through all 
important international financial centres. Building familiarity will be important to setting up custodial 
and banking relationships in centres unfamiliar with condominium investment fund structures.

The ICON is an innovative and dynamic piece of legislation and one that ensures we remain relevant as a 
funds jurisdiction of choice.
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As they often say in showbiz: “good script, good 
location, bad actors—bad movie; good actors, 
good location, bad script - bad movie.” The clear 
logic here is that you have to match up a good 
script with good actors in the right location in 
order to make a good movie. Similar reasoning 
could also be extended to the investment funds 
business; you have to match the right legal 
structure in the right jurisdiction, with the right 
service providers, in order to create the right 
investment fund.

In principle, putting together the ideal 
combination seems simple enough. Ironically, 
the stark reality is that the majority of films fail to 
break even, and the average life span of a hedge 
fund is a mere thirty-six months. Notwithstanding 
such dire odds, both new movie and new 
investment fund launches are on the rise, as 
our art and investment cultures rapidly evolve 
in the midst of technological innovation and 
globalization. 

It is the inspiring beauty of The Bahamas which 
gives it an allure that has been the backdrop in 
some of the most epic Hollywood blockbusters, 
such as the Jaws and James Bond Agent 007 
franchises. By the same token, the sound and 
multifaceted Bahamian legal environment sets 
the scene for its dynamic financial services 
industry, which is driving customized investment 
solutions in the wealth management and asset 

management sectors, particularly as it relates to 
the investment funds business.  

Two prime examples of this sort of conscientious 
ingenuity in the investment funds space are 
outlined below: (1) the new Bahamian Investment 
Condominium (the “ICON”); and (2), the SMART 
Fund Model 007.

The ICON 

The ICON is the newest and most ground-
breaking example of The Bahamas’ market-
sensitivity and regulatory responsiveness. The 
ICON, a universal investment fund vehicle for 
Brazilian international investors, is a contractual 
relationship subsisting between investors (called 
participants), under which the investors agree 
to pool assets for the purposes of investing 
those assets as a collective. The structure is then 
licensed and fully regulated as an investment 
fund - as is done today using existing vehicles 
such as the International Business Company, the 
Exempted Limited Partnership, and the Unit Trust. 

The ICON is simply a new offshore investment 
fund vehicle that can be structured and licensed 
as a SMART Fund, Professional Fund or Standard 
Fund in The Bahamas. It is not a company, not 
a partnership, and not a trust. It is a pooling 
mechanism and operating instrument for 
investment funds.    

The ICON-007 Fund
The benefits of structuring your SMART Fund model 007 as an ICON
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Although not limited to use by investors and 
fund managers from any one country, this new 
vehicle was created and tailored on the basis of 
Brazilian fund regulations and industry practices. 
The condominium has been a part of the Brazilian 
civil code for nearly a century and all of Brazil’s 
approximately 13,000 funds are organized as 
condominiums, registered with and regulated by 
the Comissão de Valores Mobiliários (CVM), the 
Brazilian securities market regulator. 

The ICON enables sophisticated Brazilian 
investors to access and establish offshore funds 
in a format to which they are already very well 
accustomed, where the fund administrator 
assumes a relatively enhanced role encompassing 
the traditional functions of accounting and 
investor relations, in addition to fund governance. 
Thus, a familiar legal structure can be matched 
up with the regulatory overlay of the Bahamian 
funds regime, which also has much in common 
with the Brazilian fund regulatory environment, 
considering that both countries are Members (A 
Signatories) of the International Organization 
of Securities Commissions (IOSCO). The two 
jurisdictions therefore share equivalent securities 
industry policies and standards on multiple levels.
Building on this background, the Bahamian ICON 
offers Brazilian investors a mutually inclusive 
regulatory framework that is conducive to 
improving the efficacy of cross-border investment 
business. Its main advantage is that it offers an 
alternative way of establishing the legal nature 
of offshore funds, which has many implications.  
Since the ICON has practically the same legal 
profile as an onshore Brazilian condominium, 
and it is registered and regulated in a recognized 

jurisdiction, it is potentially the ideal offshore fund 
vehicle for Brazilians who are looking for a way to 
invest overseas. 

THE SMART FUND MODEL 007

The deliberately designed SMART Fund Model 
007 (“SFM 007”) - the incidental name similarity 
to Agent 007 didn’t hurt - is also known as the 
Super Qualified Investor Fund and was introduced 
in 2012 to appeal to more sophisticated investors. 
Industry uptake has been quite positive, with the 
SFM 007 representing a lion’s share of all new 
Bahamian fund launches over the past two years.  
Over this short period of time, the SFM 007 has 
come to represent over 5% of all funds domiciled 
in The Bahamas and nearly 10% of all SMART 
Funds licensed in the jurisdiction according to 
data released by the Securities Commission of The 
Bahamas (“SCB”).

This SMART Fund model serves as a regulatory 
wrapper for structuring private placement funds 
open to no more than 50 investors, each of whom 
is required to make a minimum initial investment 
of $500,000 US dollars or the equivalent.  

Some of the other features of the SFM 007 
include an explicit provision for use as a single-
investor fund, which makes it ideal for use as a 
“fund-of-one” as explained below. And similar 
to the other SMART Fund models, a concise 
term sheet is often utilized in place of the 
traditional long-form prospectus.  In addition, 
waiver/deferral of the annual audit requirement 
is permitted, subject to unanimous investor 
consent. Where the waiver is in place, semi-annual 
financial reporting is required by the SCB. 
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The investment appetite of the sophisticated 
Brazilian investor continues to evolve. These 
investors are seeking to protect, diversify and 
sustain their wealth by expanding their search for 
high quality and alternative assets. This requires 
them to look beyond borders for asset protection 
and to gain access to faster growing, more stable 
capital markets with bigger investment capacity. 
In an attempt to capture these opportunities 
in a sustainable way, it has to be done with the 
right investment vehicle in order for it to be done 
efficiently.  

Many professional asset managers and high net 
worth individuals are using these streamlined 
fund structures to better organize and 
consolidate their global investment portfolios, 
allowing for the more efficient management, 
reporting and control of their asset base. Among 
them are many sophisticated Brazilian investors 
who want to benefit from holding their offshore 
assets in a flexible and well-regulated fund, the 
same way they do with their onshore financial 
assets.  

The ICON-007 FuNd:  FlexIble, 
SOPHISTICATED AND EFFICIENT

It is often said that the simplest approach is the 
best approach. However, today’s complicated 
cross-border environment often calls for 
complex solutions in order to ensure viability 
and safeguard against burgeoning regulatory 
requirements and operational risks. The 
opportunity to strike a balance in the private 
investment fund’s space is what the SFM 007, 
when structured as an investment condominium 
(the “ICON-007”), offers to sophisticated Brazilian 

investors. The beauty of the ICON-007 is the 
flexibility to customize the fund’s operating 
structure in a way that efficiently provides for 
reduced legal and cost concerns.

Customization of a fund for asset management 
requires the consideration of a number of factors, 
including its proposed strategy, investment 
policy, investment restrictions, counterparties, 
liquidity provisions, and total expense ratio. 
Moreover, the most important factor from the 
investor’s perspective is often found to be its 
tax implications and how to structure the fund 
so that it is tax-neutral and therefore more cost-
efficient.  

On this basis, the SFM 007 provides for an 
offshore regulatory framework in several ways 
comparable to the onshore Brazilian multimarket 
super-qualified fund, which is established as a 
condominium and may invest up to 100% of its 
assets outside of Brazil, unlike other types of 
Brazilian funds. Currently, the minimum initial 
investment per investor is $1 million Brazilian 
Reais, which is comparable to the minimum 
investment requirement for the SFM 007 (i.e. 
$0.5 million US dollars). Acknowledging that such 
standards tend to change over time, these remain 
relatively high statutory thresholds shared by The 
Bahamas and Brazil for qualifying sophisticated 
investors. They are generally considered to be 
institutional investors, and wealthy individuals 
who invest like institutional investors do, and who 
also typically are referred to as professional or 
qualified investors.  



Fig. 1: brazilian-Offshore Fund-of-One
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Brazilian funds can either open a foreign account directly, or the fund may open an offshore fund to 
hold its global investments. This dedicated offshore fund in the structure is known in the funds industry 
as a “fund-of-one”, as outlined in Example 1.

(example 1)  brazilian-Offshore Fund-of-One

A fund-of-one is an investment structure that 
has become popular mainly in the fund-of-funds 
world, in which the investor is the sole investor 
in a fund. It is what it sounds like, an investment 
vehicle with only one investor. It can also be 
thought of as a hybrid investment vehicle for 

high net worth investors somewhere between 
separately managed accounts and mutual fund 
vehicles. In this case, as illustrated in Fig. 1 the 
Multi-market Brazilian super qualified investor 
fund is the sole investor in the ICON-007.   
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In its approach to offshore financial markets, 
the Brazilian Fund manager may decide to 
manage its own offshore fund directly, or opt 
to invest with a third-party manager by way of 
delegation where they have more specialized 
expertise in certain markets or asset classes.  
Allocating to offshore funds is the gateway to 
global capital markets for many Brazilian asset 
managers. As opposed to simply buying shares 
in various global investment funds, a Brazilian 
fund manager would want to establish his 
own fund-of-one. This international asset 
allocation is normally done through a fund-of-
one structure because it allows the onshore 
fund manager to have a greater influence on 
the management of the offshore assets. This 
is a new structure in the investment world 
that offers investors the chance to customize 
the mandate, and gets the fund manager to 
increase allocations to a specific asset class, or 
to avoid it altogether.  

Where management in fact is delegated to 
a third-party, the influence of the onshore 
manager helps the offshore manager avoid 
style drift, and maybe negotiate better fee 
structures. The latter is important, as fund-
of-funds investors do not like the idea of 
paying multiple levels of fees. However, niche 
strategies and the addition of international 
access and diversification tend to compensate 
for the cost in a fund with adequate size. What 
also may happen is that an advisor will create 
a feeder fund for a high net worth individual, 

and use that as the investor in a series of 
private placements - a mix and match strategy 
- but with much less administrative burden for 
both the investor and the advisor. So a fund-
of-one makes customization fairly easy for 
such individuals looking at private placement 
opportunities.

Under this scenario, the ICON-007 as a fund-of-
one will not be marketed to the general public 
so a simple term sheet and fund regulation 
document would suffice, as opposed to 
adopting a full-form prospectus. In addition, 
instead of waiving the fund’s audit, it may 
make sense to consolidate the audit onshore, 
and have it conducted simultaneously by the 
same firm that preforms the onshore fund’s 
audit. Alternative asset classes often have 
liquidity and valuation implications.  In such 
cases, audit may be waived or deferred to 
better accommodate these investments from 
a purely operational viewpoint. Both the 
simplified offering document and consolidated 
audit offer some relative cost efficiencies at the 
start and on an ongoing basis.   



(example 2)  Exclusive ICON-007 Fund
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While Brazilian domestic showbiz might just be 
nearing a tipping point as Brazilian actors and 
films steadily continue their thrust onto the 
world stage, Brazil has long-boasted a large, 
well-developed and highly sophisticated capital 
market system where the majority of investment 
activity is carried out via thousands of regulated 
investment funds. Single-investor funds, closed-
ended exclusive funds, and open-ended pooled 
funds are all common-place fund operating 
models. Remarkably, it is quite normal for a 
wealthy individual or family to hold their financial 
assets via a fund; here private family funds are not 

a new phenomenon as might be the case in other 
regions with the family office model on the rise. 

As outlined in Example 2, the ICON-007 is 
sufficiently flexible such that a private Brazilian 
investor with an onshore fund as its primary 
investment vehicle can essentially mirror the 
fund model offshore with an entirely separate 
but analogous international wealth planning 
structure. The separation of the two structures 
provides better structural diversification, which 
reduces political, counterparty, legal and tax risks, 
amongst others. 

As it relates to international investing for 
private individuals, although some still may 
choose to make international allocations via 
their onshore funds, others will want to hold 
their offshore assets directly, i.e., separately 
from their Brazilian asset structures. For those 
investors who prefer a certain degree of 
financial segregation, some of whom may have 
several offshore managed accounts, a goal 
may be to consolidate their global holdings 
in order to maintain better oversight of their 
wealth and facilitate reporting, all of which just 
makes their lives easier.  

An exclusive or stand-alone ICON-007 may 
work well for such individuals wishing to 
benefit from holding their international 
assets via their own exclusive investment 

fund. Likewise, the investment scope of such 
investors is enriched by an exclusive ICON-007, 
which broadens their investment universe and 
raises their investment profile.  

One of the greatest benefits of using an 
ICON-007 for private individuals is the value 
added by professional fund governance and 
management. This reduces the administrative 
burden on family offices and frees up the 
business to focus on strategic and tactical 
planning. Wealth managers also are making 
use of the streamlined nature of SMART 
funds to provide a one-stop-shop approach 
to wealth management and asset structuring 
by combining the fund management with 
succession planning and other wealth 
management services. 
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Wealth preservation, planning and 
diversification are the main drivers under 
this arrangement for individuals, families 
and small groups of investors to establish a 
private investment fund. Having ones wealth 
consolidated in a private investment fund also 
facilitates its transferability in terms of future 
restructurings or in succession planning where 
the participation interests in the ICON-007 
would be held in a trust. 

Wealth planners therefore are enabled to 
structure comprehensive wealth planning 
solutions for their clients, with the aim of 
managing a sustainable succession planning 
mandate that gives way to a formal yet 
flexible approach to multi-generational 
capital preservation, ease of transferability, 
and ultimately to the perpetuity of dynastic 
wealth under the oversight of professional 
administrators and trustees.

Fig. 2: Exclusive ICON-007 Fund
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At the root of its origin in Brazil, the formation 
of a condominium to establish a duly regulated 
investment fund provides a tax incentive for 
wealthy individuals to invest their savings 
in capital markets. Therefore, the ICON is a 
compatible and tax-neutral offshore structure 
that provides such investors with access to 
global capital markets. Asset managers and 
wealth management professionals should look 
into creatively exploring with their legal and 
tax advisors to determine just how their clients’ 
international investment demands and wealth 
planning requirements could be met by the ICON-
007.

Whether Brazilian investors subscribe directly 
into the ICON 007 or invest abroad through their 
local funds, they will gain access to international 
financial markets via a recognizable framework 
built on relevant rules. For sophisticated 
investors, the ICON simplifies operational issues 
and, most importantly, provides a common 
framework for cross-border compliance purposes.  

As such, individual and professional investors can 
approach international financial markets more 
confidently on the basis of transparency and a 
sound legislative framework, without incurring 
undue costs or being subjected to a generic one-
size-fits-all fund category.

Other than the natural beauty, vibrant cultures 
and famous actors for which both The Bahamas 
and Brazil are renowned, now there is a common 
piece of legislation to facilitate the deepening of 
our relationships and strengthening of business 
ties between the two countries. Ultimately, 
the ICON 007 Fund concept demonstrates The 
Bahamas’ commitment to providing smart, 
innovative investment solutions within a well-
regulated environment by delivering another 
market-specific product for sophisticated 
investors.

CONCLUSION
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“Sustaining Innovation” and “Disruptive 
Innovation” are often seen as two distinct 
developments. The first typically is observed 
in mature businesses and the latter in start up 
enterprises. The Bahamas, an international 
financial centre of some 90 years, is no start up!  
Nevertheless, it has brought together the worlds 
of sustaining and disruptive innovation.  

As a mature international business and financial 
centre with the presence of a diverse group 
of financial services providers and an over 80 
percent long-term talent investment rate, it is 
not entirely unexpected that The Bahamas has 
demonstrated a propensity toward sustaining 
innovation. What is quite intriguing is its 
willingness to engage in disruptive innovation.   
Case in point and for discussion later, The 
Bahamas was the first major common law 
international financial centre to introduce a “civil 
law” only structure.  

While this move seemed strange to some wealth 
management experts, it set a clear marker that 
The Bahamas was determined to give priority to 
non-traditional markets by responding to what 
was preferred by these markets rather than 
delivering traditional solutions. 

At the heart of its spirit to innovate is the strength 
of the public-private partnership. This partnership 
blossomed from the trials of the onslaught of the 
OECD, Qualified Initiative/Jurisdiction and GAFI/

FATF in 2000.  While the industry experienced 
some dislocation, the financial services sector 
- government, industry and regulators - acting 
together focused on their common interests; 
developed mutual respect for all sector-relevant 
roles; and perhaps most importantly, the industry 
understood and determined to work within the 
confines of the requirements of the government 
and regulators.  

Moreover, the strict standards set and achieved 
in 2000 required that the nexus of all structures 
be grounded with a Bahamas-based regulated 
financial service provider responsible for 
gathering all due diligence information.  In light 
of this regulatory requirement, The Bahamas 
can provide a level of privacy to clients whether 
they be founder or settlor; shareholder or 
beneficiaries, or in the ICON’s case, a participant. 

With the strength of its public private partnership 
and rigorous regulatory environment, The 
Bahamas is able to focus - first and foremost - on 
adding greater value to its market proposition 
through sustaining innovation while seeking out 
solutions through non-traditional applications. Let 
us look first at these non-traditional applications, 
or disruptive Innovations.    

DISRUPTIVE INNOVATION

The Investment Condominium, or ICON, is not the 
first civil law structure adopted into the common 
law framework of The Bahamas. 

Innovation Nation
The ICON is just the latest example of The Bahamas’ approach to innovation
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Serious attention was first given to the adoption 
of the Foundation into The Bahamas toolkit in the 
late 1990s due to the important role it played in 
the lives of many of our clients.   

What sparked this counterintuitive development?  
While many European clients of civil law 
extraction struggled with the concept of the 
trust it was primarily clients from Latin America 
who generated the greatest demand for product 
diversification outside of the trust context. At the 
core of this demand was the resistance by Latin 
Americans to the idea of being alienated from 
control of the family patrimony, a paradigm that 
is intrinsic to the creation of a conventional Anglo-
Saxon trust. This aversion to the trust concept 
could not be assuaged by the many explanations 
that the trust pool would be safeguarded for the 
benefit of future beneficiaries given by European 
and North American financial institutions of a 
global stature.   

As a result, a consensus developed that a 
foundation, a legal entity recognizable under 
the laws of the relevant home country, was 
an essential tool for both Latin American 
and European originating clients. The ability 
to accommodate the culture and custom of 
potential founders from Latin America and the 
rest of the civil law world was facilitated by the 
significant role played by Swiss banks that find 
their origins in a civil law tradition and were 
willing to provide banking services to this legal 
entity.  Concurrently, a number of common law 
attorneys and professionals recognized that in 
the foundation’s inherent flexibility and self-
contained governance lay an array of potential 
solutions. The Foundations Act was enacted into 

the laws of the country in 2004.
   
As the first major common law based financial 
centre to introduce foundations, and recognising 
its role as a path setter, The Bahamas was 
careful to establish a clear separation between 
foundations and trusts. Consistent with these 
efforts to mitigate the reference by the judiciary 
to trust law and case law precedent, the 
Foundation Act incorporates key provisions of 
The Fraudulent Dispositions Act and the Trusts 
(Choice of Governing Law) Act.  As a result, 
not only is there strong asset protection in 
The Bahamas foundation, but in the choice of 
domicile which can be very important in some 
instances. 

With this evidence of bold disruptive innovation 
from a common law country, a group of advisors 
approached The Bahamas with an idea now 
known as the Bahamas Executive Entity, or 
“BEE”, in 2009. The BEE was enacted as the 
Executive Entity Act in 2011. The two year 
turnaround time from concept to enactment 
is particularly impressive when one considers 
that most international financial centres were 
focused exclusively on the execution of 12 or 
more tax information exchange agreements or 
“TIEAs”. The Bahamas was able to meet evolving 
global standards in addition to advancing its 
competitiveness with this new solution.    

The originators of the concept were convinced 
that in utilizing a “Foundation-derived entity”, 
they had found an alternative to the use of the 
purpose trust as the shareholder of the private 
trust company. Moreover, as protectors who 
reside “onshore”, they thought that this same 
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solution could mitigate the risk of contaminating 
the “mind and management” proposition of the 
client structures by their presence in onshore 
locations.

As a snapshot of the BEE, there are two 
perspectives: the legal and the practical. Giving 
regard to the legal definition, the BEE provides 
for a legal entity dedicated to the functions of 
the power holder and their duties, whether as 
an enforcer, protector, trustee or any other 
executive, administrative, supervisory, fiduciary 
or other office holding function. The BEE also 
provides for the ownership, management and 
holding of executive entity assets and trust 
assets.

From a practical perspective, the BEE as a legal 
entity effectively provides for institutionalised 
governance around decision-making powers that 
are typically held by a committee or an individual. 
The BEE also is permitted to own the shares of 
other entities dedicated to act as power holders, 
such as a private trust company. 

In providing a greater insight into the BEE, two 
key features should be considered:

1.  Carved out of the foundations concept, the BEE 
does not have a shareholder. With the absence 
of a shareholder, the risk that the objects and 
operational governance as prescribed by the 
founder are changed in the future is greatly 
mitigated. This is very important to heads of 
families who make decisions today regarding 
the governance on the family patrimony and 
would like the additional comfort that the 
protectors and advisors of the future will have 

regard to their decisions.  

2.  The entity can only hold assets essential for 
operational purposes, which is expressed 
through the prohibition against the BEE 
itself accumulating assets. This means that 
the risks of utilizing the BEE for money 
laundering is stripped away, ensuring FATF/
GAFI compliance. The BEE also has a very 
narrow purpose which further reduces the 
risk of money laundering while facilitating the 
filing of only a registration statement with the 
Registrar General’s Department.

It addition to the uses referenced above, the 
BEE also strengthens governance in family-
owned businesses and family offices as well as 
providing for seamless transition in the members 
of the BEE council. The BEE can serve as a 
corporate director, where it is making decisions 
subject to and implementing the provisions of a 
shareholders’ agreement. 

SUSTAINING INNOVATION

By reason of its heritage as a former colony of 
the United Kingdom, trusts are an important part 
of legal arrangements in The Bahamas.   With a 
compelling history of jurisprudence on which to 
draw, the jurisdiction set about leading the way 
with two evolutionary changes to its trust law.  

In 1998, The Bahamas paved the way with Settlor 
Reserved Power Trusts (“SRPT”). These landmark 
provisions were seen as an antidote to the sham 
doctrine which by that time had gained a great 
deal of traction in jurisdictions such as the UK, 
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Canada, the US, Guernsey, and elsewhere. This 
landmark change in the law of The Bahamas has 
been adopted by many of the jurisdictions that 
offer trusts to an international clientele.  

At this time, The Bahamas also adopted very clear 
rules regarding the access to information relating 
to a trust. With limited exceptions, information 
is not available to third parties and non-vested 
beneficiaries. Other important concepts such 
as the protector were captured and the special 
company was defined and given differentiated 
treatment in the law. A special company is one 
that is not undertaking the types of activities 
often associated with commercial trust 
arrangements, for example, investing in liquid 
readily valued securities.  

In 2011, The Bahamas took another leap forward.  
The role of the SRPT was further clarified through 
the Directed Trust. Developed from the Delaware 
statute, The Bahamas solution provides great 
certainty where a party wishes to have significant 
authority over the investment management 
decisions. Two classic examples are that of a 
professional hedge fund manager who may have 
greater difficulty giving over management of the 
family fortune to a private bank or the operators 
of a commercial enterprise.  

This desire would appear to directly contravene 
trust and common law that impose substantial 
asset management obligations on the trustee.  
Essentially, the trustee must know and be 
accountable for the performance of the assets in 
the trust pool. 

Given that a directed trust seeks to handcuff 

the trustee with regard to the investment 
management decisions, it is critical that the 
integrity of the trust is maintained.  In this regard, 
The Bahamas law provides for a continuing role of 
the trustee to respond to what are inappropriate 
actions based on “actual knowledge” and for the 
intervention of the court.

In adjusting its law against perpetuities, The 
Bahamas was challenged to address existing 
Bahamas law trusts that want to throw off the 
shackles of the rule against perpetuities without 
changing their reference to Bahamian trust law.  
The challenge exists in determining who could 
make such a fundamental decision. While the 
challenge was great, a solution was critical on the 
basis that a trust from another jurisdiction could 
move to The Bahamas to take advantage of the 
perpetual trust law environment and Bahamas 
existing trusts could move to another jurisdiction 
to take advantage of the new jurisdiction’s 
perpetual trust law.  

After much debate, it was concluded that the 
courts of The Bahamas were best positioned 
to determine if a trust could indeed become a 
perpetual trust and the trustee would initiate 
the request to transition to a perpetual trust; 
the court and the trustee were given their 
respective powers as neither the settlors nor 
the beneficiaries should initiate the decision 
to become a perpetual trust. The court’s 
involvement along with the power for parties 
to the trust to contest the movement towards 
a perpetual trust - should they have particular 
concerns - serve to secure the integrity of the 
framework. 
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Finally, the often discussed SMART Fund perhaps 
is best recognized amongst The Bahamas’ efforts 
at sustainable innovation. Building on the retail 
and professional funds, The Bahamas developed 
a response to one of the most dynamic markets 
in the world: the securities market. Predicting 
the direction of the market and how investors 
would wish to engage in these markets can be 

quite difficult. The provision by Bahamian law 
that SMART Fund templates can be approved by 
the Regulator and given the effect of law once 
they adhere to the sound principles of regulatory 
integrity is evolutionary. The fact that a template 
has benefited from a 2 month turnaround from 
a well articulated market idea from the private 
sector to approval by the regulator is impressive.   
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An investment condominium is established under the Investment Condominium Act, 2014. It is a 
contractual relationship between one or more participants who have pooled assets for the purposes of 
operating as an investment fund, and an investment condominium must be licensed as an investment 
fund under the Investment Funds Act. It may be formed to operate as an open-ended fund (in which 
participants can call for redemption of their interests) or a closed ended fund (in which they may not).

It is an entity without legal personality but, when represented by its administrator, is able to hold assets 
in its own name, enter into agreements and sue or be sued in its own name.

How is an investment condominium established?  

When one or more initial participants execute its governing regulations, the investment condominium’s 
administrator issues a certificate of establishment which is submitted to the Registrar General and 
the investment condominium’s name is entered on the register.  The investment condominium must 
be licensed as an investment fund by a licensor (the Securities Commission of The Bahamas or an 
unrestricted investment fund administrator) within ninety days of establishment unless an extension to 
this period is approved by the Securities Commission.

What are the governing regulations?

The governing regulations set out the terms under which the investment condominium will operate. 
There are specific contents prescribed by law, which include the following:

•   Its name;
•   The name and address of its administrator;
•   Its duration (which may be limited or unlimited);
•   The number of participation interests it can issue and the currency in which the interests will 
      be issued;
•   Whether it will issue classes or series of participation interests, who is authorized to determine     
      the number of classes/series and what the powers, rights and preferences of such interests are;
•   How the administrator will handle its administration and whether it will have a governing          
      administrator and a general administrator;
•   Audit provisions (which are subject to the Investment Funds Act);

Fact Sheet
Key Highlights of the ICON Act
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•   How the governing regulations may be amended;
•   The liability of the participants in the investment condominium, including how it is limited 
      (if at all);
•   Provisions for valuation of the investment condominium’s assets;
•   Provisions for termination of the investment condominium; and 
•   Any other provisions required under the Investment Funds Act.

The governing regulations are not required to be filed with the Registrar General, and therefore are not 
a public document.

How does the investment condominium act?

An investment condominium, as an entity without legal personality, is represented by its administrator. 
The administrator, acting on its behalf, executes all letters, contracts, agreements, deeds and 
documents for the investment condominium. The administrator also has the power to do all other acts 
and things which are necessary or conducive to the investment condominium’s activities. As a general 
rule, the administrator’s acts bind the investment condominium.

What are the obligations of an investment condominium’s administrator?

The administrator’s obligations depend on the role it fills for the investment condominium. An 
investment condominium is required to have a general administrator and an operating administrator, 
and these roles may be filled by a single entity or by two separate entities.  

A governing administrator is deemed to be the investment condominium’s operator for purposes 
of the Investment Funds Act, and has all the powers and duties of an operator for this purpose. A 
governing administrator must be either: (i) an administrator licensed by the Securities Commission 
(restricted or unrestricted); (ii) a licensee under the Financial and Corporate Service Providers Act; 
(iii) a licensee under the Securities Industry Act; (iv) a bank or trust company licensed by the Central 
Bank; or (v) a foreign entity licensed by or registered with a regulatory body with functions and powers 
equivalent to the Securities Commission or Central Bank. The governing administrator is therefore akin 
to a general partner, director or trustee of the equivalent entity licensed as an investment fund. The 
general administrator, by contrast, must be an administrator licensed by the Securities Commission 
(restricted or unrestricted) and acts as the investment condominium’s administrator for purposes of the 
Investment Funds Act.

If the administrator incurs any debts or obligations in conducting the investment condominium’s 
business, they are obligations or debts of the investment condominium and not the administrator 
personally.



ICONA Gu ide  to  The  Bahamas INvesTmeNT CONdOmINIum

27

how does an investment condominium operate?

An investment condominium may have an unlimited number of participants, but the minimum number 
is one.

Participation interests may but need not carry voting rights, and such rights are as specified in the 
governing regulations. Participation interests are personal property, and enforceable by the participants 
as a chose in action.

Books and records must be kept by the administrator, and include a register of participation interests as 
well as reliable accounting records  retained for a minimum five year period.  

Annual meetings of the participants must be called by the investment  condominium’s administrator, 
and such meetings may be held in The Bahamas or elsewhere. 

Publicly available information on an investment condominium is generally limited to the information 
contained in its certificate of establishment, which sets out its name, the name of its administrator(s), 
the date of establishment, a statement that it shall be licensed as a fund and the address in The 
Bahamas at which the investment condominium can be served.

Can an investment condominium make distributions?

An investment condominium may not make or declare dividends or other distributions to its 
participants. Participants therefore recoup their investment only upon redemption of their participation 
interests, which may take place in whole or in part on the terms set out in the governing regulations.

Is an investment condominium liable for local taxes?

An investment condominium is not liable for estate, inheritance, succession, gift or stamp taxes, 
provided that its participation interests are held (directly or indirectly) only by persons deemed ‘non-
resident’ for exchange control purposes and that the investment condominium does not own (directly 
or indirectly) real property situate in The Bahamas. It is intended that investment condominiums 
meeting these conditions will also be exempted from VAT, once implemented.

Can an existing entity be converted to a condominium?

Existing entities may become ICON Funds, and the conversion can be achieved without a termination 
event triggering a capital gain or other adverse tax consequence. Bahamian entities as well as entities 
presently established under the laws of other jurisdictions are able convert into an investment 
condominium and be licensed as a investment fund. Therefore, it is possible:
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•   to convert a Bahamian trust, exempted limited partnership or company to an investment         
      condominium;
•   to accommodate the re-domiciliation of an investment fund established elsewhere to The           
      Bahamas and to permit its conversion to a condominium once successfully redomiciled; and
•   to allow for unbroken continuity of the fund, while changing the character of the legal structure      
      that underpins it.

Note that equivalent entities established under the laws of another jurisdiction must take advantage of 
existing continuation procedures in the International Business Companies Act or the Exempted Limited 
Partnership Act, or utilize the power to change governing law contained in the trust instrument.

how is a condominium wound up?

An investment condominium may be dissolved either voluntarily on the terms contained in the 
governing regulations, or compulsorily by the court.  Voluntary dissolution is permitted where 
the investment condominium is solvent; involuntary dissolution is required where the investment 
condominium is insolvent, the participants so request or the regulator so petitions, or where the court 
believes it just and equitable that it be so dissolved.
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Electronics Communications and Transactions 
Act, 2003

CFP 2021 Revised - Module VI 2

‘electronic communication’ –
defined as information which is 

communicated, processed, 
recorded, displayed, created, 

stored, generated, received, or 
transmitted by electronic means

‘electronic authentication’ –
defined as any procedure 

employed for the purpose of 
verifying that an electronic 

communication is that of the 
originator and that it has not 

been altered during 
transmission. 

6/7/2021
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CFP 2015 Revised - Module VI6/7/2021

Electronics Communications and Transactions 

Act, 2003

• ‘electronic signature’ – defined as any letters, 

characters, numbers, sound, process or symbols 

in electronic form attached to, or logically 

associated with information that is used by a 

signatory to indicate his intention to be bound by 

the content of that information.

4CFP 2015 Revised - Module VI6/7/2021
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This Act does not apply to the rule of law 
requiring writing or signatures for the 
following documents:

▪ Wills and testamentary instruments

▪ Trusts

▪ Conveyances of real property or the 
transfer of any interest in property

▪ Court orders, notices and official court 
documents required to be executed in 
connection with court proceedings

▪ Enduring powers of attorney to the 
extent they concern the financial affairs 
or personal care of an individual

▪ All other deeds and documents 
described in s.3 of the Registration of 
Records Act 

Electronics 

Communications and 

Transactions Act, 2003 

CFP 2015 Revised - Module VI 56/7/2021

CH.187 –REGISTRATION OF RECORDS STATUTE LAW OF THE BAHAMAS 

3. (1) The following deeds, documents and other writings may be 
recorded upon authentication thereof being first made as provided by 
this Act:

• Class A. Deeds.

• Class B. Documents.

• Class C. Freehold and leasehold grants from the Crown, certificates 
of naturalization, letters patent, poor settlers licenses and any 
document under the Public Seal or the Seal-at-Arms.

• Classification of deeds, documents and other writings.

• Class D. Wills or other testamentary papers on which probate may be 
granted together with the probate.

• Class E. Wills, which by reason of the law existing prior to the coming 
into operation of the Real Estate Devolution Act, cannot be admitted 
to probate.

• Class F. All writings under the Royal Sign Manual and renunciations 
of dower.

6CFP 2015 Revised - Module VI6/7/2021
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CH.187 –REGISTRATION OF RECORDS STATUTE LAW OF THE BAHAMAS 

(2) Whenever any deed, document or other writing has a 

plan or diagram attached thereto or incorporated therein a 

true copy of such plan or diagram shall be provided by the 

person submitting such deed, document or other writing for 

record.

7CFP 2015 Revised - Module VI6/7/2021

ELECTRONICS 
COMMUNICATIONS AND 
TRANSACTIONS ACT, 2003
The Act allows parties to a contract to establish, negotiate, and conclude 
the contract and other legally binding commercial arrangements through 
the use of electronic devices. 

Enacted to facilitate online commercial activity in the Bahamas, also

To recognize in law electronic writing, electronic contracts and electronic 
signatures, especially where it is required by law or statute that a 
document be in writing, executed in signature, or be an original or copy. 

CFP 2015 Revised - Module VI 86/7/2021
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Electronics Communications and Transactions 

Act, 2003

• A transaction, once the writing, contract or signature is 

generated electronically must now meet the requirements 

under this Act and the information is contained within the 

electronic communication, is accessible and capable of 

retention by the intended recipient.

• The Act has specific consumer protection provisions 

where goods are being purchased for household or 

personal use. 

9CFP 2015 Revised - Module VI6/7/2021

Electronics Communications and Transactions 
Act, 2003

CFP 2015 Revised - Module VI 10

Vendors who must provide consumers 
with a record of the transaction in writing 
to ensure that the consumer has 
expressly consented to the transaction 
being conducted electronically and has 
not withdrawn his consent

Prior to consenting, the consumer has 
been provided with a clear and 
conspicuous statement about the right to 
have the record provided in paper form, 
her right to withdraw from having the 
record of the transaction provided 
electronically, and the conditions, 
consequences and fees for such 
withdrawal by the consumer (paper form) 

6/7/2021

9

10



8/12/2021

6

Electronics Communications and Transactions 
Act 2003

CFP 2015 Revised - Module VI 11

The Act provides specific legal rules relating to electronic 
communication particularly where the law requires that a 
communication be in writing, under signature, or in an original 
form.

The Act ensures that the validity, admissibility, and enforceability 
of electronic communication are recognized and adhered by the 
courts.  

6/7/2021

Electronics Communications and Transactions 

Act 2003

• Reliance on the admissibility of electronic communication 

in evidence is based on the following conditions: 

▪ Reliability of the manner in which the electronic 

communication was generated, stored, and transmitted;

▪ Reliability of the manner in which the integrity of the 

information was maintained;

▪ The manner in which the originator was identified; 

▪ And relevant factor

▪ The Act allows a contract to be formed, documents 

notarized, and information delivered or documents 

served, electronically, under certain specific conditions. 

12CFP 2015 Revised - Module VI6/7/2021
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Electronics Communications and Transactions 

Act, 2003

• ‘Intermediaries’ – defined as persons including hosts who 

on behalf of the another person, send, receive or store 

either temporarily or permanently that electronic 

communication, are liable under the Act

• Person will not be held liable for the content of electronic 

communication if they had no actual knowledge or were 

not aware of the facts that would indicate a likelihood of 

criminal or civil liability in relation to the information for 

which they transmitted, stored, or retained on their 

network. 

13CFP 2015 Revised - Module VI6/7/2021

Electronics Communications and Transactions 

Act, 2003

• The Act sets down very specific procedures for 
intermediaries in dealing with unlawful or defamatory 
information, once they are aware that such information 
exists, which includes removal of the information and 
notification to the Minister responsible for e-commerce or 
the police

• The Minister responsible for e-commerce may establish a 
Code of Conduct for intermediaries and e-commerce 
service providers

• The Minister can also appoint an e-commerce advisory 
board  to advise on the development of e-commerce 
generally or matters relating to information technology or 
e-commerce.

14CFP 2015 Revised - Module VI6/7/2021
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CFP 2015 Revised - Module VI 156/7/2021

Data Protection (Privacy of Personal 

Information Act, 2003 

• Enacted to protect the privacy of personal information on 

individuals, particularly consumers, locally and 

jurisdictionally

• Its mean objective is to ensure that information is 

obtained by fair and lawful means and used in a manner 

consistent with that for which it was collected.  

• Based on the OECD Guidelines on the Protection of 

Privacy and Transborder Flows of Personal Data, the 

Council of Europe Convention for the Protection of 

Individuals with regard to Automatic Processing of 

Personal Data, and compendium of data protection 

legislation from Commonwealth and European countries. 

16CFP 2015 Revised - Module VI6/7/2021
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Data Protection (Privacy of Personal 

Information Act, 2003 

• ‘data’ – information in a form which it can be processed

• ‘personal data’ – information relating to a living individual 

who can be identified either from the data or from the data 

in conjunction with other information in the possession or 

control of the data controller

• ‘data controller’ – person who, either alone or with others, 

determines the purposes for which and the manner in 

which any personal data are, or are to be processed.  

17CFP 2015 Revised - Module VI6/7/2021

Data Protection (Privacy of Personal 

Information Act, 2003 

• ‘Data Processor’ – person who processes personal data 

on behalf of a data controller but does not include an 

employee of a data controller who processes such data in 

the course of her employment

• ‘data subject’ – an individual who is the subject of 

personal data

18CFP 2015 Revised - Module VI6/7/2021
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Data Protection (Privacy of Personal 

Information Act, 2003 

• The Act applies to both the public and private sectors and 

the Crown

• The Act does not apply to personal data which is obtained 

or used for matters relating to national security, 

information required by law to be made available to the 

public by the Data Controller, and information obtained, 

secured, and used for family, household and recreational 

purposes. 

19CFP 2015 Revised - Module VI6/7/2021

Data Protection (Privacy of Personal 

Information Act, 2003 

• The Act applies only to data controllers who are 

connected to The Bahamas as follows:

▪ The data controller is an ordinary resident, a company 

incorporated or registered in The Bahamas, or an 

individual who maintains an office, branch, agency, or 

practice in The Bahamas and processes the data in 

connection with the business establishment; or 

▪ A data controller is not established in The Bahamas but 

uses equipment in this jurisdiction for processing data that 

is not restricted to data in transit

20CFP 2015 Revised - Module VI6/7/2021
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Data Protection (Privacy of Personal 

Information Act, 2003 

Data controller must be satisfied of the following principles 

relating to the collection, quality and use of personal data:

✓Data should be collected and used fairly and by lawful 

means

✓Data should be accurate and kept up to date

✓Date should be kept for specific purposes

✓Data should be adequate, relevant, and not excessive in 

relation to the purpose for which it is kept

21CFP 2015 Revised - Module VI6/7/2021

Data Protection (Privacy of Personal 

Information Act, 2003 

Data controller must be satisfied of the following principles 

relating to the collection, quality and use of personal data:

✓Data should not be disclosed in a manner that is 

inconsistent to the purpose for which it is kept

✓Data should not be kept for longer than is necessary 

except where the data is historical, research, or statistical 

data

✓Data should be kept securely from unauthorized access, 

alteration, disclosure, destruction, or accidental loss. 

22CFP 2015 Revised - Module VI6/7/2021
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Data Protection (Privacy of Personal 

Information Act, 2003 

• Under the Act, persons collecting and using personal data 

on individuals are required to observe and abide by 

specific standards of confidentiality in respect of such 

data

• They are prohibited from transferring personal data by 

jurisdictions with less stringent data protection legislation, 

without the consent of the person from whom the data is 

obtained. 

23CFP 2015 Revised - Module VI6/7/2021

DATA PROTECTION
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Data Protection (Privacy of Personal 

Information Act, 2003 

• Individuals have the right to access to personal data kept 

on them.

• Except where the personal data is kept for the purposes 

of preventing, detecting, or investigating offences, 

prosecutions, tax collection or assessment, of if such 

personal data is prejudicial to the security or maintenance 

of good order in a prison or detention center.  

25CFP 2015 Revised - Module VI6/7/2021

Data Protection (Privacy of Personal 

Information Act), 2003 

• The right of access does not apply to legislation for the 

protection of individuals against financial loss from 

dishonesty or malpractice; legal professional privilege; 

matters relating to the protection of the international 

relations of the country; and statistical, research, or back-

up data (s.8)

• Where information is inaccurate an individual has a right 

of rectification or erasure of personal data (s.10)

• An individual has a right to prohibit the processing of 

personal data for the purposes of direct marketing (s.11)   

26CFP 2015 Revised - Module VI6/7/2021
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Data Protection (Privacy of Personal 

Information Act), 2003 

• S.12 imposes on the Data Controller a statutory duty of 

care to the data subject and the  data subject may bring a 

lawsuit against the data controller for breach of this 

statutory duty of care, where applicable. 

• S.13 provides for overriding from the protection for the 

disclosure of personal data generally in the following 

circumstances: 

27CFP 2015 Revised - Module VI6/7/2021

Data Protection (Privacy of Personal 

Information Act), 2003 

▪ In the interest of national security as determined by the 

Commissioner of Police or the Commodore of the 

Defense Force

▪ For the purposes of criminal investigations, prosecutions, 

and the collection of taxes, duties, and similar levies

▪ The protection of international relations of the country

▪ To prevent injury, damages, or loss to person or property

28CFP 2015 Revised - Module VI6/7/2021
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Data Protection (Privacy of Personal 

Information Act), 2003 

▪ Any disclosure required by enactment of law or the 

enforcement of a court order

▪ Any disclosure required for the purpose of obtaining legal 

advice or required as part a of legal proceeding. 

▪ Any disclosure made to the data subject concerned or to 

a person acting on his behalf; or

▪ Any disclosure made at the request or consent of the data 

subject or a person acting on his behalf.   

29CFP 2015 Revised - Module VI6/7/2021

Data Protection (Privacy of Personal 

Information Act), 2003 
S.14 provides for the appointment of the Data 

Protection Commissioner:

The Commissioner has the power to:

➢issue information, enforcement and prohibition notices, 

➢appoint officers for the purposes of inspection and 

examination, 

➢restrict the transfer of personal data to jurisdictions that 

do not provide equivalent individual data protection, and 

➢prosecute offences under the Act. 

30CFP 2015 Revised - Module VI6/7/2021
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CFP 2015 Revised - Module VI 316/7/2021

The Computer Misuse Act, 2003

• This Act is used conjunctively with the Data Protection 

(Privacy of Personal Information) Act, 2003 and provides 

for 6 offences related to or arising from the unlawful 

interference with computers and  their security systems.

• The Act is based on guidelines for the regulation of 

computer misuse and crimes established by the European 

Council and the Organization for Economic and 

Cooperative Development (OECD) which has been 

adopted by 30 countries worldwide

32CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

• In relation to the 6 offences, it is important to note that, in 

relation to such offences and as enforced in other criminal 

offences, any attempt, incitement, solicitation, abetment, 

or conspiracy to commit these offences will be punishable 

to the same extent as the commission of the full offences 

under the Act. 

• The Act applies to any of 6 offences, once it can be 

proven that the accused person was physically in The 

Bahamas at the material time of the offence or the 

computer program or data was in The Bahamas at the 

material time. 

33CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003

• Legal proceedings related to  or involving the 6 offences, 

may be brought within 12 months of the date that 

sufficient evidence (in the opinion of the Attorney General) 

warrants prosecution.

• No action may be brought, under the Act, 3 years after the 

commission of any of the 6 offences.  

34CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

The 6 offences are:

➢Unauthorized access to computer material

➢Access with the intent to commit or facilitate the 

commission of an offence

➢Unauthorized modification of computer material

➢Unauthorized use or interception of computer service

➢Unauthorized obstruction of use of computer

➢Unauthorized disclosure of access codes

35CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003

Unauthorized access to computer material:

➢Knowingly or deliberately intends to access information or 

programs held in a computer, with the knowledge that 

such access is unauthorized, will be guilty of this offence 

and liable on summary conviction to a maximum fine of 

five thousand dollars or six months imprisonment or both 

for a first offence.

36CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

Unauthorized access to computer material:

➢Second or subsequent conviction of the offence, the fine 

and prison term are doubled. 

➢Offence is designed primarily to prevent and minimize the 

antics and actions of hackers whose purpose for 

unauthorized access to computer material is mostly 

recreational.  

37CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003

Access with the intent to commit or facilitate the 

commission of an offence:

➢This offence is committee by any person who uses a 

computer to gain access to any program or data held in 

another computer with intent to commit an offence (by 

herself or by any other person) which may involve 

property, fraud, dishonesty, or causes bodily harm and is 

punishable on conviction for a term of 2 or more years 

imprisonment. 

38CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

Access with the intent to commit or facilitate the 

commission of an offence:

➢The access to computer program or data may be 

authorized or unauthorized and the commission of the 

offence does not have to occur at the same time as the 

access to such program or data. 

➢Any person found guilty of this offence is liable on 

summary conviction to maximum fine of $10,000 or 3 

years imprisonment

39CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003

Unauthorized modification of computer material:

➢Any person who deliberately or knowingly causes the 

unauthorized modification of the contents of any computer 

will be guilty of an offence, notwithstanding the fact that 

the data or program held in the computer that may has 

been affected by the unauthorized modification was not 

the data or program of the computer which may have 

been originally utilized or targeted by that person

40CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

Unauthorized modification of computer material:

➢Penalty is a maximum fine of $10,000 or 1 year 

imprisonment or both.

➢Subsequent conviction the fines and prison term are 

doubled 

➢Damage is caused as a result of the offence, person 

convicted for such an offence will be liable to pay a 

maximum fine of $20,000 or maximum term of 3 years 

imprisonment or both

41CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003

How is damage defined?

o“any impairment to a computer or the integrity or 

availability of data, a program or system, or information, 

that

o(a) causes economic loss aggregating $10,000  in value 

or such other amount as the Minister may, by notice 

publish in the Gazette, prescribe, except that any such 

loss incurred or accrued more than 1 year after the date 

of the offence in question shall not be taken into account

42CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

How is damage defined?

o(b) modifies or impairs, or potentially modifies or impairs, 

the medical examination, diagnosis, treatment, or care of 

one or more persons

o(c ) causes or threatens physical injury or death to any 

person

oThreatens public health or pubic safety; 

oThreatens physical damage to a computer

43CFP 2015 Revised - Module VI6/7/2021

Unauthorised Access
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The Computer Misuse Act, 2003 

Unauthorized use or interception of computer service

oAny person who knowingly secures unauthorized access 

to a computer for the purpose of obtaining, directly or 

indirectly, any computer service or intercepts or causes to 

be intercepted, without authority, directly or indirectly, any 

function of a computer by use of a device for such 

interception, or uses or causes to be used, directly or 

indirectly, the computer for the purpose of committing an 

offence involving such access or interception, will be guilty 

of this offence 

45CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003 

Unauthorized use or interception of computer service

oMaximum fine $10,000 or imprisonment of maximum of 3 

years or both, subsequent conviction of the offence, 

maximum fine of $20,000 or a maximum term of 3 years 

or both

oDamage caused a maximum fine of $50,000 is required to 

be paid or imprisonment of a maximum term of 5 years or 

both

46CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003 

Unauthorized obstruction of use of computer

oRelates to any person who knowingly and without 

authority or lawful excuse, interferes with, interrupts, or 

obstructs the lawful use or functioning of a computer or 

impedes or prevents access to any program or data 

stored in a computer

oThis provision aims to prevent and minimize acts of 

sabotage and the introduction of computer viruses to 

computer systems. 

47CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003 

Unauthorized obstruction of use of computer

oPenalty is a maximum fine of $10,000 or maximum term 

of 3 years imprisonment subsequent conviction a 

maximum fine of $20,000 or a maximum term of 5 years 

imprisonment or both

oDamage requires a payment of a maximum fine of 

$50,000 or a maximum term of 5 yea4rs imprisonment or 

both

48CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

Unauthorized disclosure of access codes:

• Any person who knowingly and without authority, 

discloses any password, access code, or any other 

means of gaining access to any program or data held in a 

computer, for wrongful gain, any unlawful purpose, or 

disclosing such information knowing hat it is likely to 

cause wrongful loss to any person, will be guilty of this 

offence. 

49CFP 2015 Revised - Module VI6/7/2021

The Computer Misuse Act, 2003

Unauthorized disclosure of access codes:

• Penalty is a maximum fine of $10,000 or a maximum term 

of 3 years imprisonment or both and for subsequent 

conviction of the offence, a maximum fine of $20,000 or a 

maximum term of 5 years imprisonment or both

• Where the offence involves a ‘protected computer’ (used 

for security, defense, international relations, law 

enforcement, communications infrastructure, public 

utilities, medical or essential services) the penalty will be 

a maximum fine of $100,000 or a maximum term of 20 

years of imprisonment

50CFP 2015 Revised - Module VI6/7/2021
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The Computer Misuse Act, 2003

Unauthorized disclosure of access codes:

• The Act gives the Police wide powers of search and 

seizure (inclusive of access to information and computers 

involved in the offence) under specified conditions, and 

the court has the power to order forfeiture of any property 

which was in possession or under the control of a person 

convicted on an offence under the Act, particularly if it was 

used or intended to be used for the purpose of committing 

or facilitating the commission of an offence. 

51CFP 2015 Revised - Module VI6/7/2021
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Duty of Confidentiality

• The duty of confidentiality is contractual in nature and is 

premised on the express and implied terms of the banker-

customer contract

• Banks/trust companies/financial services institution have 

a common law and statutory duty of confidentiality (s.19 of 

Banks & Trust Companies Regulations Act, 2000)

• The duty is a fiduciary one, which a banker owes to the 

customer and upon which he can be sued for breach of 

contract for unlawful or unauthorized disclosure of 

information to a third party. 

• This duty applies not just to client account information but 

also to a client’s financial affairs generally. 

53CFP 2015 Revised - Module VI6/7/2021

Duty of Confidentiality

• A financial service institution can only disclose to a third 

party its client’s financial information if it falls within one of 

the 4 exceptions set out in the case of Tournier v Natinal

Provincial and  Union Bank of England [1924] 1 KB 

461:

• (a) under compulsion of law

• (b) in the public’s interest

• (c ) in the bank’s interest

• (d) with the express or implied consent of the client

54CFP 2015 Revised - Module VI6/7/2021
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Duty of Confidentiality

• Relating this to the Data Protection Act, which is designed 

to protect the privacy of personal information on 

individuals, particularly consumers, locally and 

jurisdictionally, persons collecting and using personal data 

on individuals are required to observe and abide by 

specific standards of confidentiality in respect of such 

data, and are prohibited from transferring personal data to 

jurisdictions with less stringent data protection legislation, 

without the consent of the person from whom the data is 

obtained 

55CFP 2015 Revised - Module VI6/7/2021

Duty of Confidentiality

• So what does this mean for financial services?

• You are required to effectively process the personal information 

of your customers within the provisions of the Data Protection 

Act while maintaining the statutory and common law duty not to 

disclose such information to a third party.

• Financial services institutions must obtain their customers prior 

approval before transmitting personal information through its 

computing system to a third party company within its group.

• The misuse of personal information by internal staff members 

for a purpose other than the purpose for which the information 

was originally and/or contractually obtained from the customer 

and the implications of such action within the provisions of the 

Data Protection Act should be apart of annual training of staff 

56CFP 2015 Revised - Module VI6/7/2021
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FATCA
The Foreign Account Tax Compliance Act (FATCA) was introduced by the 
United States (US) in 2010 as part of the Hiring Incentives to Restore 
Employment (HIRE) Act with the purpose of reducing tax evasion by 
their citizens. 

FATCA requires financial institutions outside the US to report 
information on financial accounts held by their US customers to the US 
Internal Revenue Service (IRS). 

These requirements are contained in the relevant US Treasury 
Regulations (US Regulations). 

The information to be reported by foreign financial institutions is 
equivalent to that required to be reported by US citizens in their US tax 
returns.

FATCA
If financial institutions do not comply with the US Regulations, a 30 
percent withholding tax is imposed on US source income of that 
financial institution. Financial institutions are also required to close 
accounts where their US customers do not provide information to be 
collected by the financial institution. 

The US recognised that in some jurisdictions there are legal barriers to 
implementing FATCA as well as some practical difficulties for financial 
institutions in complying with FATCA. Two model intergovernmental 
agreements (Model I and Model II IGAs) were developed to overcome 
the legal issues and to reduce some of the burden on the financial 
institutions.

3

4



12/08/2021

3

FATCA
On 3 November 2014, the Bahamas and the US signed their Agreement 
to Improve International Tax Compliance (the Agreement) and to 
Implement FATCA based on the Model I IGA. 

To accommodate the non-direct tax system in the Bahamas, the IGA is a 
model 1B (non-reciprocal) IGA. 

As an IGA partner jurisdiction, Bahamas based Financial Institutions will 
not be subject to a 30 percent withholding tax on US source income, 
unless they fail to meet the requirements set out in the IGA and in 
Bahamas domestic implementing legislation.

Under the terms of the Agreement, Bahamas Financial Institutions will 
provide the Bahamas Competent Authority with the required 
information. The Bahamas Competent Authority will forward that 
information to the Competent Authority in the US.

FATCA
The Agreement is an international instrument for exchange of 
information for tax purposes between the Bahamas and the US which is 
scheduled to The Bahamas and the United States of America Foreign 
Account Tax Compliance Agreement Bill, (2014 Revision) as amended 
from time to time (TCA Bill). 

The TCA Bill is the primary Bahamas legislation dealing with the 
implementation of the Agreement and the detailed rules are contained 
in Regulations made under the TCA Bill. This is the Tax Information 
Authority (International Tax Compliance) (United States of America) 
Regulations, 2014 (the Regulations).

5
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FATCA –COMPETENT 
AUTHORITY
The Bahamas Competent Authority is the Minister responsible for tax 
cooperation in the Ministry of Finance (Bahamas Competent Authority) 
as designated by law, or his delegate. The delegated functions are 
carried out by the Director and staff of the Bahamas Competent 
Authority, which is the government department responsible for 4 the 
operation of all mechanisms for the exchange of information for tax 
purposes. The Bahamas Competent Authority will receive the 
information required to be disclosed and transmit that information to 
the IRS in respect of the Agreement.

FATCA –COMPETENT 
AUTHORITY
The Bahamas Competent Authority does not have responsibility for the 
audit of the information provided by the Financial Institutions. 

The Bahamas Competent Authority has the responsibility to make sure 
each Financial Institution provides the correct information in the correct 
format to the Bahamas Competent Authority. 

The Bahamas Competent Authority monitors compliance by Financial 
Institutions with domestic legal requirements and, as necessary, will 
enforce applicable Bahamas Laws and Regulations, including in cases of 
significant non-compliance notified to it by the US Competent 
Authorities.

7
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FATCA – Investment Entity

An Investment Entity is any entity that conducts as
a business (or is managed by any entity that
conducts as a business) one or more of the
following activities or operations for or on behalf of
a customer:

1) Trading in money market instruments (cheques, bills,
certificates of deposit, derivatives, etc.); foreign
exchange; exchange, interest rate and index
instruments; transferable securities; or commodity
futures trading;

2) Individual and collective portfolio management; or
3) Otherwise investing, administering, or managing funds

or money on behalf of other persons.

FATCA – Investment Entity

Entities are classified as an Investment Entity when they are managed by 
a FFI.  

◦ Managed either because of a discretionary investment management 
agreement in place, or because FFI acts a Corporate Director or Foundation 
Council etc. 

◦ Discussion as to what level of management causes the entity to be an 
Investment Entity 
◦ Interpretation is that corporate directorship / trustee / governance role is enough

9
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Non Financial Entity

NFFE – Non-Financial Foreign Entity
◦ A foreign entity excluded from the definition of FFI.

Active NFFE 
◦ When less than 50% of the NFFE’s gross income for the preceding year or 

other appropriate reporting period is passive income and when less than 50% 
of the assets held by the NFFE during the preceding year or other appropriate 
reporting period are assets that produce or are held of passive income.

Passive NFFE 
◦ Not an Active NFFE (Passive income) – reportable on controlling persons

FATCA – Entity Classification

FFI includes any non-US entity which falls within any, or more than one, 
of the below categories:

◦ Custodial Institution

◦ Depository Institution

◦ Investment Entity

◦ Specified Insurance Company

The Investment Entity classification is most likely for your clients

11

12



12/08/2021

7

TAX INFORMATION EXCHANGE 
AGREEMENTS

TIEAs

Tax Information Exchange Agreements 
(TIEAs) and Domestic Tax Treaties

TIEAs were drafted to promote international co-operation in tax matters 
through exchange of information which came out of the work carried out 
by the OECD address on harmful tax practices.  

The standard template for TIEA was released by the OECD to initiate the 
effective exchange of information initiative on harmful tax practices.  

TIEA is a bilateral agreement negotiated and signed between two 
countries to establish an official system for the exchange of information 
relating to taxes. It is not an automatic information exchange between 
the two signatories to the treaty.

TIEAs are by request only, and information will never be exchanged 
aimlessly or arbitrarily. 

13
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Tax Information Exchange Agreements 
(TIEAs) and Domestic Tax Treaties

First TIEA was with the United States entered into on 25 January 2002 / 
Date of entry into force: 31 December 2003. 

The Bahamas has signed 30 TIEAs

Common Reporting Standard
The OECD developed the standard for Automatic Exchange of Financial 
Account Information in Tax Matters (the “Standard”) 

It was approved by the Council of the OECD on July 15, 2014.  

The Standard is intended to provide a framework for co-operation 
between tax administrations.

The rules and method of exchange of information is set out in the 
Common Reporting Standard (the “CRS”) released by the OECD. 

15
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Implementation of the Standard

A country can choose its legal basis for implementation of the Standard 
and requirements under the CRS either through:

◦ bilateral agreements (similar to FATCA IGAs), or

◦ multilateral agreements, and specifically The Multilateral Convention on 
Mutual Administrative Assistance in Tax Matters (the “Convention”). 

◦ The Bahamas first chose the bilateral agreement but in May 2017 changed to 
the multilateral agreement.

Multilateral convention 

◦ The Convention covers a wide range of taxes including income, capital gains, 
net wealth, social security, inheritance taxes, gift taxes, property taxes and 
other taxes. 

◦ where, a Party to the Convention becomes aware of information which could 
foreseeably have tax implications for another Party; including “savings of tax 
[that] may result from artificial transfers of profits within groups of 
enterprises” spontaneous exchange of information is required. 

◦ where there is a common interest between two or more Parties simultaneous 
tax examinations in their own territories of the tax affairs of persons

17
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Multilateral convention

. 

◦ For tax matters involving intentional conduct which is liable to prosecution 
under the criminal laws of the applicant Party, the Convention shall have a 
retroactive effect going back to the tax period when the offense took place 
(Article 28 (7)).  

◦ Article 30(1)(f ) of the Convention allows a State Party to formulate a 
reservation that limits the earlier periods to a maximum of three years 
preceding the year when the Convention has entered into force in respect of 
the said Party. 

Who reports and is reported

The financial institutions covered by the standard include:
◦ custodial institutions

◦ depository institutions

◦ investment entities and 

◦ specified insurance companies

◦ unless they present a low risk of being used for evading tax and are excluded 
from reporting. 

19
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What is reported

The financial information to be reported with respect to 
reportable accounts includes 

◦ interest

◦ dividends

◦ account balance or value

◦ income from certain insurance products

◦ sales proceeds from financial assets and 

◦ other income generated with respect to assets held in the account or 
payments made with respect to the account.

Reportable accounts include accounts held by individuals and 
entities (which includes trusts and foundations), and the standard 
includes a requirement to look through passive entities to report 
on the relevant controlling persons.  

Entity Classifications

The type of due diligence, what is reported on who, is 
determined by how entities and structures are classified

◦ Foreign Financial Institution (FFI)
◦ Reports on itself

◦ Reports on accounts of Passive NFEs

◦ Equity Interest / Debt Interest

◦ Non Financial Entity
◦ FFIs report on Controlling Persons of Passive NFE

◦ Passive NFE versus Active NFE

21
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Trusts

◦ in the case of a trust that is a Financial Institution, an “Equity Interest” is 
considered to be held by any person treated as a settlor or beneficiary of all or 
a portion of the trust, or any other natural person exercising ultimate effective 
control over the trust. 

◦ A Reportable Person will be treated as being a beneficiary of a trust if such 
Reportable Person has the right to receive directly or indirectly (for example, 
through a nominee) a mandatory distribution or may receive, directly or 
indirectly, a discretionary distribution from the trust. 

Trusts
Passive NFFE

◦ In the case of a trust, the term “Controlling Persons” means the settlor(s), 
the trustee(s), the protector(s) (if any), the beneficiary(ies) or class(es) of 
beneficiaries, and any other natural person(s) exercising ultimate effective 
control over the trust. 

◦ The settlor(s), the trustee(s), the protector(s) (if any), and the 
beneficiary(ies) or class(es) of beneficiaries, must always be treated as 
Controlling Persons of a trust, regardless of whether or not any of them 
exercises control over the trust.

23
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Trust Entity Classification
The following are the same for all types of AEOI (FATCA, CRS)

◦ All trusts are deemed to be entities

◦ Trusts are either investment entities – a type of Financial Institution (FI) or Non-

Financial Entities (NFEs)

◦ What sort of entity a trust is depends upon what assets are in the trust and who 

manages the trust

◦ If the Trust holds largely financial assets and the trustee is a corporate trustee, the 

trustee is likely to be a FI for AEOI purposes

Funds
The same application seems to apply to Funds – different treatment 
based upon different classifications

◦ FFI – Report Equity Interest

◦ NFFE – Report based upon Controlling Person

◦ Defined according to AML standards – in The Bahamas 
this is 10% ownership

25
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Approach to CRS Institutional 
Implementation

Institutions have to conduct reviews of their clients to 
determine tax residence:

◦ Pre-existing Due Diligence Review

◦ Different procedures whether an entity account or a individual 
account

◦ Different procedures whether it is a Lower Value Account or Higher 
Value Account

◦ Threshold is $1,000,000

◦ As part of the review – the institution should have the ability to 
conduct an electronic database search of indicia.

◦ Pre-existing accounts are those in existence as at 30 June, 2017

Pre-Existing Individual Account

For Lower Value Accounts they provide for a
permanent residence address test based on
documentary evidence or the FI would need to
determine the residence on the basis of an indicia
search.

For Higher Value Accounts enhanced due diligence
procedures apply, including a paper record search
and an actual knowledge test by the relationship
manager.

27
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Pre-Existing Entity Accounts

For Higher Value Accounts enhanced due diligence
procedures apply, including a paper record search and an
actual knowledge test by the relationship manager.

Jurisdictions may choose to allow financial institutions to
apply a threshold such that Preexisting Entity Accounts below
USD 250 000 (or local currency equivalent) are not subject to
review.

The review of pre-existing lower value individual and entity
accounts must be completed by 31 July, 2019. these accounts
would be reported and exchanged in 2019.

The review of pre-existing High-value Individual accounts
must be completed by 31 December, 2017.

New Accounts

New Individual Accounts requiring CRS requiring a self-
certification (and the confirmation of its reasonableness) 
without de minimis threshold. 

For New Entity Accounts, the same assessments need to be 
made as for Pre-existing Accounts. However, as it is easier to 
obtain self- certifications for New Accounts, the USD 250 000 
(or local currency equivalent) threshold does not apply. 

29
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CRS Self Certification

For a self-certification to be valid, however, it generally must 
contain the Account Holder’s (i) name, (ii) address, (iii) 
jurisdiction(s) of residence for tax purposes, and (iv) tax 
identifying number for each Reportable Jurisdiction. 

If a Financial Institution knows or has reason to know that a 
self-certification is incorrect, it is expected that in the course 
of the account opening procedures the Reporting Financial 
Institution would obtain either (i) a valid self-certification, or 
(ii) a reasonable explanation and documentation (as 
appropriate) supporting the reasonableness of the self-
certification (and retain a copy or a notation of such 
explanation and documentation). 

CRS
See attached:

Bahamas Approach to Common Reporting Standard and key Dates

Eligible countries with whom The Bahamas ay automatically exchange 
of information:  
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I. OVERVIEW 

A. Abbreviations and Acronyms 

AEOI  Automatic Exchange of Information 

BCAA  Bilateral Competent Authority Agreement 

CRS  Common Reporting Standard 

FATF  Financial Action Task Force 

FATCA  Foreign Account Tax Compliance Act 

FCSP  Financial and Corporate Service Provider 

FI   Financial Institution 

IT   Information Technology 

CAA   Competent Authority Agreement 

OECD  Organisation for Economic Co-operation and Development 

MCAA  Multilateral Competent Authority Agreement 

 

B. General 

The Common Reporting Standard (CRS) was developed by the Organisation for 

Economic Co-operation and Development (OECD) on the mandate of the G20. It is the 

global standard for the automatic exchange of financial account information for tax 

purposes. CRS builds on the intergovernmental approach adopted by many jurisdictions 

for the implementation of the United States Foreign Account Tax Compliance Act 

(FATCA) and is designed to maximise efficiency and minimise costs. 

 

Under CRS, jurisdictions obtain specified financial account information from their 

Financial Institutions and automatically exchange that information with Reportable 

Jurisdictions on an annual basis. 

 

C. CRS Implementation in The Bahamas 

CRS is implemented in The Bahamas through the Automatic Exchange of Financial 

Account Information, Act 2016 SI 37 of 2016 (the CRS Act) which authorises the 

automatic exchange of information for the purposes of CRS. The CRS Act came into 
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force on 1 January 2017. CRS is to be applied in The Bahamas subject to the provisions 

set out in the CRS Act and the regulations made thereunder by the CRS Act.  

 

The CRS Regulations are the Automatic Exchange of Financial Account Information 

Regulations, 2017 signed by the Minister of Finance on March 8, 2017 and also 

published by Extraordinary Gazette S.I. No. 16 of 2017 on March 8, 2017.  The CRS 

Regulations are presently in force. 

 

On May 29, 2017, the Government of The Bahamas formally advised the OECD of its 

intention to accede to the Multilateral Convention on Mutual Administrative Assistance in 

Tax Matters (Multilateral Convention). This indication is the consistent approach taken by 

Global Forum members committed to automatic exchange of information.  

 

The Multilateral Convention will be supported by the Government of The Bahamas signing 

the CRS Multilateral Competent Authority Agreement (MCAA). The MCAA is a multilateral 

framework agreement that specifies the details of what information will be exchanged 

between signatories and when exchange shall occur. Notwithstanding the fact that The 

Bahamas will sign onto the MCAA, the MCAA will only be binding on The Bahamas with 

respect to another signatory of the MCAA if:- 

 

 (a) The Bahamas Competent Authority has notified the OECD’s Co-ordinating Body 

Secretariat that such signatory is on the list of the jurisdictions of the Competent 

Authorities, with respect to which it intends to have the MCAA in effect; and  

 

(b) the Competent Authority of the signatory has notified to the OECD’s Co-ordinating 

Body Secretariat that, amongst other things, The Bahamas is on the list of the jurisdictions 

of the Competent Authorities with respect to which it intends to have the MCAA in effect. 

 

The Government of The Bahamas may also enter into Bilateral Competent Authority 

Agreements (BCAAs) with jurisdictions, governing the basis upon which The Bahamas’ 

Competent Authority will share information with the jurisdiction of the Party to the BCCA’s 

Competent Authority. 
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Exchange of information under the MCAA or a BCAA will be on a non-reciprocal basis. 

As a result, The Bahamas will exchange information with Reportable Jurisdictions, but 

will not receive information from such jurisdictions.  

 

The Bahamas has adopted the “wider approach” to CRS, which means that Bahamian 

Reporting Financial Institutions will need to collect and retain the required information for 

all account holders.  

 

D. Core Documents for Effective Application of CRS  

CRS consists of the Common Reporting Standards and the Commentary on CRS as 

published by the OECD on 15 July 2014 and on the OECD website 

(http://www.oecd.org/tax/automatic-exchange/common-reporting-standard/). 

 

CRS contains the due diligence and reporting rules for Financial Institutions and the 

Commentary on CRS, which is an integral part of CRS, is intended to illustrate and 

interpret its provisions. 

 

The Commentary on CRS as published by the OECD on 15 July 2014 is incorporated by 

reference and any updates by way of Commentaries forms an integral part of these 

Guidance Notes. 

 

The OECD has developed a comprehensive Automatic Exchange Portal 

(http://www.oecd.org/tax/automatic-exchange/about-automatic-exchange/) that is the 

principal source for CRS materials and resources.  

 

E. Resources to Aid CRS Application 

In addition to the Commentaries on CRS, Financial Institutions are encouraged to consult 

the CRS Implementation Handbook and CRS-related FAQs, which are published on the 

OECD website (http://www.oecd.org/tax/automatic-exchange/common-reporting-

standard/CRS-related-FAQs.pdf).  

http://www.oecd.org/tax/automatic-exchange/common-reporting-standard/
http://www.oecd.org/tax/automatic-exchange/about-automatic-exchange/
http://www.oecd.org/tax/automatic-exchange/common-reporting-standard/CRS-related-FAQs.pdf
http://www.oecd.org/tax/automatic-exchange/common-reporting-standard/CRS-related-FAQs.pdf
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Financial institutions should use The CRS Implementation Handbook and the FAQs for 

guidance when implementing The Standard.  The OECD maintains and regularly updates 

the list of frequently asked questions (FAQs) on the application of the Common Reporting 

Standard (CRS). The FAQs were received from business and government delegates. The 

answers to such questions provide further precisions on the CRS and help to ensure 

consistency in implementation. 

 

F. Purpose of Guidance Notes 

As CRS is a global standard, the OECD has developed extensive and comprehensive 

materials for the consistent application and interpretation of CRS by all jurisdictions. 

These Guidance Notes are therefore limited to providing guidance on aspects of CRS 

that are particular to The Bahamas. The guidance notes are not intended to replicate the 

information in the aforementioned OECD documents, which form the core of CRS and its 

interpretation thereof. 

 

A Financial Institution must apply the CRS Act and the CRS Regulations in force at the 

time, using these Guidance Notes as a form of reference.Financial Institutions may also 

have regard to the OECD CRS Implementation Handbooks and CRS-related FAQs 

previously mentioned in interpreting the CRS.. 

 

Certain issues may not be covered in these Guidance Notes this is in circumstances 

where the CRS Act and CRS Regulations are considered to be sufficiently clear. Where 

topics are covered, these Guidance Notes are not exhaustive, however they do seek to 

convey principles which can be applied to various situations and circumstances which are 

particularly are of significance to The Bahamas. If further guidance is required, it may be 

sought from The Bahamas Competent Authority. 

 

A guiding principle in implementing the CRS legislation, and therefore of these Guidance 

Notes, is the desire to avoid any unnecessary administrative and cost burdens and to 

ensure the efficient operation of the reporting requirements.  
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These Guidance Notes are a living document that may be amended from time to time by 

The Bahamas Competent Authority, as permitted under the CRS Regulations. 

Accordingly, valid suggestions for alterations and amendments arising from the use of the 

Guidance Notes may be raised with The Bahamas Competent Authority. 

 

These Guidance Notes apply to and are designed to assist persons who may be affected 

by the CRS Act. These Guidance Notes are not intended to take the place of independent 

professional advice and should therefore not be treated as such independent professional 

advice should be sought when it is required. 

 

Financial Institutions are encouraged to seek independent professional advice if they are 

unsure of their obligations under the CRS framework. 

 

G. The Bahamas Competent Authority 

The Bahamas Competent Authority is the  Minister of Finance of the Ministry of Finance 

(The Bahamas Competent Authority) as designated by the CRS Act, or his delegate. The 

delegated functions are carried out by the Designated Officer and staff of The Bahamas 

Competent Authority, which is the government department responsible for the operation 

of all mechanisms for the exchange of information for tax purposes. 

 

The Bahamas Competent Authority will receive the information required to be disclosed 

by Reporting Financial Institutions and transmit that information to the partnering 

jurisdiction’s Competent Authority in respect of the CAA. Only entities can be Reporting 

Financial Institutions. The definition of Entity consists of legal persons and legal 

arrangements, such as corporations, partnerships, trusts and foundations. 

 

The Bahamas Competent Authority will periodically verify the compliance of Reporting 

Financial Institutions. It is the responsibility of each Reporting Financial Institution to 

provide the correct information in the prescribed format to The Bahamas Competent 
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Authority. The prescribed format for reporting will be provided by The Bahamas 

Competent Authority. 

 

The Bahamas Competent Authority will monitor compliance by Financial Institutions with 

domestic legal requirements and, as necessary, will enforce the CRS Act and CRS 

Regulations, including cases where significant non-compliance is brought to its notice by 

the partnering jurisdiction’s Competent Authorities. The diagram below outlines the  

process and  role of The Bahamas Competent Authority and Bahamian Financial 

Institutions in the transmission of data under CRS. . 

 

4. Send information to Partnering 

Jurisdiction Competent Authority 

 

 

 

 

2. Report information to The  Bahamas Competent Authority 

 

 

 

1. Collect information from Account Holders 

 

 

 

 

 

H. Client Privacy and Data Protection  

The Bahamas will not exchange information under CRS until it is satisfied that a 

Reportable Jurisdiction has in place, adequate privacy and data protection measures in 

accordance with OECD standards.  This latter requirement is to ensure that the required 

confidentiality and data safeguards are met by the Reportable Jurisdiction that The 

Bahamas is intended to exchange information with.  

The Bahamas Competent Authority 

3. Receives information from 
Bahamian Financial Institution 

Bahamian Financial 

Institution 

Partnering Jurisdiction Competent 
Authority 

5. Receives information from The 
Bahamas Competent Authority 

Account Holders 

Account Holders 

Account Holders 
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These confidentiality obligations are evaluated by the Global Forum on Transparency and 

Exchange of Information for Tax Purposes through its implementation monitoring 

programme. Confidentiality and data safeguard questionnaires and reports for all CRS 

jurisdictions (Annex 4 of the CRS) are filed with the Global Forum and are made available 

to the relevant tax officials of all Participating Jurisdictions.    

 

Where client confidentiality is breached or there is reason to believe that data which has 

been exchanged is being used for purposes other than which it was provided to the 

Competent Authority of the reportable jurisdiction, the agreement for automatic exchange 

will be subject to review.  

 

I. Reporting to the Tax Information Authority 

Reporting for CRS will be conducted through The Bahamas AEOI Portal, available at 

www.taxreporting.finance.gov.bs.  

 

The following figure depicts the different steps for reporting of information by Bahamian 

Reporting Financial Institutions under CRS to The Bahamas Competent Authority. 

 

 

 

 

http://www.taxreporting.finance.gov.bs/
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II. CRS DUE DILIGENCE AND REPORTING OBLIGATIONS  

 

A. Reporting 

The first reporting date for CRS by The Bahamas Competent Authority is 30 September 

2018. In order to enable The Bahamas Competent Authority to report by the reporting 

due date, Reporting Financial Institutions will be required to report with respect to 

accounts held or controlled by Reportable Persons to The Bahamas Competent Authority 

by 31 July 2018. 

 
Reporting is an annual event. The Bahamas Competent Authority will report on 30 

September of the year following each reporting period. Reporting Financial Institutions 

will be expected to report to The Bahamas Competent Authority by 31 August, 2018 and 

31 July in subsequent years. 

 

A Reporting Financial Institution must register with The Bahamas Competent Authority if 

it has one or more Reportable Accounts. 

 

The information required to be reported by financial institutions in accordance with CRS 

in respect of each reporting year ending 31 December shall be as follows: 

 
Relevant Account Information to be reported Reporting 

due date 
for 
Reporting 
Financial 
Institutions 

Reporting 
date to 
Reportable 
Jurisdiction 
Competent 
Authority 

Each Reportable Person 
either 
 

 Holding a 
Reportable Account, 
or  
 

 Is Controlling 
Person of an entity 
account 

 Name 

 Address 

 Jurisdiction of residence 

 Tax Identification Number (TIN) 

 Date of Birth 

 Place of Birth 

 Account number or functional 
equivalent  

 Name and identifying number (if any) 
of Reporting Financial Institution 

 Account balance or value (including, in 
the case of a Cash Value Insurance 
Contract or Annuity Contract, the Cash 
Value or surrender value) as of the end 
of the relevant calendar year or other 

31 July 30 September 
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appropriate reporting period or, if the 
account was closed during such year 

or period, the closure of the account 
Custodial Account  Total gross amount of interest 

 Total gross amount of dividends 

 Total gross amount of other income 
paid or credited to the account 

 The total gross proceeds from the 
sale or redemption of financial assets 
paid or credited to the account  

  

Depository Account The total amount of gross interest paid or 
credited to the account in the calendar year. 

Other Accounts The total amount of gross interest paid or 
credited to the account including the 
aggregate amount of redemption payments 
made to the Account Holder during the 
calendar year. 

 

 

Each holder of a jointly held account is attributed the entire balance or value of the joint 

account, as well as the entire amounts paid or credited to the joint account. The same is 

applicable to:- 

i. An account held by a Passive NFE with more than one Controlling person that 

is a Reportable Person; 

ii. An account held by an Account holder that is a Reportable Person (on NFE 

with a Reportable Controlling Person) and is identified as having more than one 

Jurisdiction of residence; and  

iii. An account held by a Passive NFE that is a Reportable Person with a 

Controlling Person that is a Reportable Person. 

 

The Bahamas Competent Authority will issue further updates, as necessary, when the 

Portal will be available for reporting for CRS. 

 

The Bahamas reporting schema for CRS will be the published CRS XML Schema that is 

available on the OECD Automatic Exchange Portal. 

 

A user guide will also be available to assist with CRS notification and reporting process 

through The Bahamas AEOI Portal (www.taxreporting.finance.gov.bs) including the 

prescribed format for reporting. 

http://www.taxreporting.finance.gov.bs/
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B. Closed Accounts 

In the case of an account closure, where an account held or controlled by one or more 

Reportable Persons is closed within the reporting period, the Reporting Financial 

Institution shall not report the balance of the account on closing but, rather, that the 

account was closed. The necessary information with respect to the account holder, the 

account number and the Reporting Financial Information should be reported. ( Reference: 

Commentaries page 99 para 14 and Table 6 of the Implementation Handbook at page 

74). 

 

C. Dormant Accounts 

 

An account (other than an Annuity Contract) is a “dormant account” if:- 
 

(i) the Account Holder has not initiated a transaction with regard to the account or 
any other account held by the Account Holder with the Reporting Financial 
Institution in the past three years;  

(ii) the Account Holder has not communicated with the Reporting Financial 
Institution that maintains such account regarding the account or any other 
account held by the Account Holder with the Reporting Financial Institution in 
the past six years; and  

(iii) in the case of a Cash Value Insurance Contract, the Reporting Financial 
Institution has not communicated with the Account Holder that holds such 
account regarding the account or any other account held by the Account Holder 
with the Reporting Financial Institution in the past six years.  

 
Alternatively, an account (other than an Annuity Contract) may also be considered as a 
“dormant account” under applicable laws or regulations or the normal operating 
procedures of the Reporting Financial Institution that are consistently applied for all 
accounts maintained by such institution in The Bahamas.  
 
An account ceases to be a dormant account when:- 
 
(i) the Account Holder initiates a transaction with regard to the account or any other 
account held by the Account Holder with the Reporting Financial Institution; 
(ii) the Account Holder communicates with the Reporting Financial Institution that 
maintains such account regarding the account or any other account held by the Account 
Holder with the Reporting Financial Institution; or  
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(iii) the account ceases to be a dormant account under applicable laws or regulations or 
the Reporting Financial Institution’s normal operating procedures. 
 
 

 

D. Trustee Documented Trusts 
 
Trustee Documented Trusts are treated differently than other types of Non-Reporting 
Financial Institutions see Paragraphs 55 and 56 of the CRS Commentary.  
 
The trustee is responsible for all the reporting requirements of each Trusts. 
 
If there are multiple trusts contact should be made with The Bahamas Competent 
Authority for further guidance. 
 
 
 

E. Wider Approach 

The Bahamas has decided to implement the “wider approach” to CRS. Accordingly, 

Bahamian Reporting Financial Institutions shall be required to collect and retain the 

required information, ready to report, in relation to all accounts held or controlled by non-

residents. Bahamian Reporting Financial Institutions shall only be required to report 

annually with respect to accounts held or controlled by persons resident in Reportable 

Jurisdictions. Any information obtained in respect of a person that is not resident in a 

Reportable Jurisdiction will not be exchanged with the Competent Authority by a 

Bahamian Reporting Financial Institution until such time as the Competent Authority 

notifies it that such jurisdiction is a Reportable Jurisdiction.  

 

III. KEY DATES UNDER CRS 

 
The following are key effective dates for the implementation of the CRS in The Bahamas: 

 

1.      Preexisting Accounts to be subject to due diligence procedures are those in existence 

as of 30 June 2017. 

2.      New Accounts requiring a self-certification by the account holder or controlling person 
are those opened on or after 1 July 2017. 
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3.      The review of High Value Individual Accounts must be completed by 31 December 

2017, and such Accounts that have been identified as Reportable Accounts should be 
reported to the Competent Authority by 31 July, 2018. 

4.      The review of Lower Value Accounts and Preexisting Entity Accounts must be 

completed by 31 December 2018, and such Accounts that have been identified as 
Reportable Accounts should be reported to the Competent Authority by 31 July, 2019. 

5.      If the review of any or all Lower Value Accounts or Preexisting Entity Accounts is 
completed prior to 31 December 2017, such Accounts that have been identified as 
Reportable Accounts should be reported to the Competent Authority by 31 July, 2018. 

6.      Financial Institutions must complete their initial registration on or before  30 June 

2018 or, if an entity becomes a Financial Institution after 30 April, 2018, registration must 

be completed with the Competent Authority at the next available registration date after 
the entity became a Financial Institution. 

7.      Financial Institutions must complete their reporting to the Competent Authority by 31 

July 2018 and at 31 July of each year thereafter. 

8.      First Exchanges of information by the Competent Authority to Reportable Jurisdictions 
will occur on 30 September 2018 and at 30 September of each year thereafter. 

9.      A Financial Institution is not required to perform review procedures on any accounts 
that were closed before 1 July 2017. 

 
 

1. First Exchanges of information by the Competent Authority to Reportable 

Jurisdictions will occur on 30 September 2018 and at 30 September of each year 

thereafter. 

 
2. A Financial Institution is not required to perform review procedures on any 

accounts that were closed before 1 July 2017. 

 

IV. CRS JURISDICTIONS 

 

A. Participating Jurisdictions List 

“Participating Jurisdiction” is defined in the CRS Regulations. For the purposes of 

identifying Participating Jurisdictions, the OECD has provided guidance in the CRS 

Implementation Handbook. In line with the approach adopted by the CRS Implementation 
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Handbook at paragraph 31, The Bahamas will specify all committed jurisdictions as 

Participating Jurisdictions. 

 

The Bahamas’ CRS Participating Jurisdiction List can be found at the First Schedule of 

the CRS Regulations. 

 

In the event of changes to jurisdictions committed to implementation of CRS, the list of 

Participating Jurisdictions will be amended in the CRS Regulations.  

 

B. Reportable Jurisdictions 

“Reportable Jurisdiction” is defined in the CRS Regulations. 

 

A Reportable Jurisdiction is any jurisdiction with which: 

(a) The Bahamas has a Competent Authority Agreement (CAA) agreement in place; 

(b) there is an obligation in place to provide the due diligence information specified in 

Section II of CRS; and  

(c) which is identified as such in the list published under the CRS Regulations. 

 

The CRS Reportable Jurisdiction List can be found at the Second Schedule of the CRS 

Regulations. 

 

The Reportable Jurisdiction List will be amended, as required, and the requisite notice of 

any amendments will be provided to Financial Institutions by The Bahamas Competent 

Authority. 

 

Where the same information is reportable to two or more Jurisdictions the Reporting 

Financial Institution is required to provide notification to The Bahamas Competent 

Authority confirming to which Jurisdiction the Reporting Financial Institution has reported. 
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V. GUIDANCE ON TECHNICAL ISSUES 

 

A. Self-Certifications 

Self-certifications should be obtained as part of a Financial Institution’s account opening 

procedures. Where it is not possible to obtain a self-certification on ‘day one’ of the 

account opening process, one should be obtained as soon as practicable, and in any 

event, no later than 90 days after the account has been opened. 

 

For New Accounts a self-certification containing both the TIN(s) (where issued by the 

jurisdiction(s) in question), and date of birth (in the case of an individual) are required to 

be obtained (Refer to Commentary Section IV pages 127-134). 

 

Reasonableness of self-certifications 
 
Upon account opening, once the Reporting Financial Institution has obtained a self-

certification that allows it to determine the Account Holder’s residence(s) for tax purposes, 

the Reporting Financial Institution must confirm the reasonableness of such self-

certification based on the information obtained in connection with the opening of the 

account, including any documentation collected pursuant to AML/KYC Procedures (i.e. 

the “reasonableness” test).  

 

A Reporting Financial Institution is considered to have confirmed the “reasonableness” of 

a self-certification if, in the course of account opening procedures and upon review of the 

information obtained in connection with the opening of the account (including any 

documentation collected pursuant to AML/KYC Procedures), it does not know or have 

reason to know that the self-certification is incorrect or unreliable (see paragraphs 2-3 of 

the Commentary on Section VII). Reporting Financial Institutions are not expected to carry 
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out an independent legal analysis of relevant tax laws to confirm the reasonableness of 

a self-certification. 

 

The following examples illustrate the application of the “reasonableness” test: 

 

• Example 1: A Reporting Financial Institution obtains a self-certification 

from the Account Holder upon account opening. The jurisdiction of the 

residence address contained in the self-certification conflicts with that contained  

in the documentation collected pursuant to AML/KYC Procedures. Because of 

the conflicting information, the self-certification is incorrect or unreliable and, as 

a consequence, it fails the reasonableness test. 

 

• Example 2: A Reporting Financial Institution obtains a self-certification 

from the Account Holder upon account opening. The residence address  

contained in the self-certification is not in the jurisdiction in which the  

Account Holder claims to be resident for tax purposes. Because of the  

conflicting information, the self-certification 

fails the reasonableness test. 

 

In the case of a self-certification that would otherwise fail the reasonableness test, it is 

expected that in the course of the account opening procedures the Reporting Financial 

Institution would obtain either (i) a valid 
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self-certification, or (ii) a reasonable explanation and documentation (as appropriate) 

supporting the reasonableness of the self-certification (and retain a copy or a notation of 

such explanation and documentation).  

 

Examples of such “reasonable explanation” include a statement by the individual that he 

or she – 

(1) is a student at an educational institution in the relevant jurisdiction and holds 

the appropriate visa (if applicable);  

(2) is a teacher, trainee, or intern at an educational institution in the relevant 

jurisdiction or a participant in an educational or cultural exchange visitor program, 

and holds the appropriate visa (if applicable);  

(3) is a foreign individual assigned to a diplomatic post or a position in a 

consulate or embassy in the relevant jurisdiction; or  

(4) is a foreign individual with documentary evidence from the appropriate 

regulatory body that that they are no longer liable for taxes in their previous country 

of residence.  

 
(5)  is a local individual with a mailing address in another country who has provided 

with a government issued identification from the local authorities  

 

The following example illustrates the application of this paragraph:  

 

A Reporting Financial Institution obtains a self-certification for the Account Holder 

upon account opening. The jurisdiction of residence for tax purposes contained in 
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the self-certification conflicts with the residence address contained in the 

documentation collected pursuant to AML/KYC Procedures. The Account Holder 

explains that she is a diplomat from a particular jurisdiction and that, as a 

consequence, she is resident in such jurisdiction; she also presents her diplomatic 

passport. Because the Reporting Financial Institution obtained a reasonable 

explanation and documentation supporting the reasonableness of the self-

certification, the self-certification passes the reasonableness test. 

  
Note: Refer to paragraphs 22-25 on page 133 of The Commentary  
 
The OECD has provided guidance as to the format for self-certification forms which you 
should be guided by: 
 
(a) Entity - http://www.oecd.org/tax/automatic-exchange/crs-implementation-and-
assistance/CRS_ENTITIES_Self-Cert_Form.pdf  
 
(b) Individual - http://www.oecd.org/tax/automatic-exchange/crs-implementation-and-
assistance/CRS_CONTROLLING_PERSONS_Self-Cert_form.pdf  
 

 
If there is a reasonable explanation and documentation supporting the validity of the 
original self-certification the Reporting Financial Institution will be required to retain a copy 
or a notation of the explanation and documentation. This is in addition to the requirement 
to keep a record of the actual self-certification.  
  

 

B. CRS Implementation Options  

There are areas where CRS provides optional approaches for jurisdictions to adopt the 

ones most suited to their circumstances. For further detail on these CRS implementation 

options, please refer to pages 12 – 17 of the CRS Implementation Handbook. 

 

The table below outlines these 16 implementation options and how they have been 

incorporated into The Bahamas CRS legislative framework. Some of these 

implementation options are also further elaborated upon in the Guidance Notes below. 

http://www.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/CRS_ENTITIES_Self-Cert_Form.pdf
http://www.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/CRS_ENTITIES_Self-Cert_Form.pdf
http://www.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/CRS_CONTROLLING_PERSONS_Self-Cert_form.pdf
http://www.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/CRS_CONTROLLING_PERSONS_Self-Cert_form.pdf
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Options under CRS Implemented  Reference (s) 

1. Alternative approach to calculating  

account balances 

No N/A 

 

2. Use of reporting period other than 

calendar year 

Yes Para. I of Section I of 

CRS / Commentary on 

CRS page 99 

3. Phasing in the requirements to report 

gross proceeds 

No Reg. 5(3) of the AEOI 

Regulations1; 

Commentary on CRS 

page 107. 

4. Filing of nil returns No N/A 

5. Allowing third party service providers 

to fulfil obligations for FIs 

Yes Section 8 of the AEOI 

Act; Commentary on 

CRS para. D - page 108 

6. Allowing due diligence procedures 

for New Accounts to be used for 

Preexisting Accounts 

Yes Reg. 4(1)(c) and 4(2)-

(4) of the AEOI 

Regulations; 

Commentary on CRS 

para. E - page 108  

7. Allowing the due diligence procedures 

for High-Value Accounts to be used for 

Low-Value Accounts 

Yes Reg. 4(1)(b) of the AEOI 

Regulations 

8. Residence address test for Lower 

Value Accounts 

Yes Reg. 4(1)(a) of the AEOI 

Regulations; 

Commentary on CRS, 

Section IV subpara. B 

(1) page 111 

                                                      
1 Reg. 5(3) of the CRS Regulations incorporates paragraphs A-E of Section 1 of CRS but not paragraph F of 

Section I. 
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9. Threshold of $250,000 for Pre-

existing Entity Accounts 

Yes Reg. 5(5) of the AEOI 

Regulations; 

Commentary on CRS, 

Section V Paragraph A – 

page 135 

10. Simplified due diligence rules for 

Group Cash Value Insurance Contracts 

and Group Annuity Contracts 

Yes Reg. 6 of the AEOI 

Regulations; 

Commentary on CRS, 

Section VII Para B page 

152 

11. Allowing greater use of existing 

standardised industry coding systems for 

the due diligence process 

Yes Reg. 4(5)(a) of the AEOI 

Regulations 

12. Permitting a single currency 

translation rule 

Yes Para. C4 of Section VII 

of CRS; Commentary 

on CRS, Section VII, 

Subpara. C(4) page 

156. 

13. Expanding definition of Pre-existing 

Account when Preexisting customers open 

a new account 

Yes Reg. 2(1) of the AEOI 

Regulations  

14. Expanded Related Entity definition Yes Reg. 2(1) of the AEOI  

Regulations; 

Commentary on CRS, 

Section VIII Subpara. 

E(3) and (4) page 202.  

15. Grandfathering rule for bearer shares 

issued by Exempt Collective Investment 

Vehicle 

Yes Para. B9 of Section VIII 

of CRS 

16. Controlling Persons of a trust or other 

similar legal arrangement 

Yes Reg. 2(1) of the AEOI 

Regulations; 
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Commentary on CRS, 

Section VIII, page 198 

 

C. Reporting Periods Other Than Calendar Year 

Although, under regulation 5(3) of the CRS Regulations, which imports paragraph A of 

Section I of CRS, Reporting Financial Institutions are permitted to report with respect to 

other appropriate reporting periods rather than the calendar year, information must be 

reported with respect to the calendar year unless there is a reasonable basis for not doing 

so. 

 

For Depository Accounts, the balance or value will be that shown on the 31 December, 

unless the account is closed prior to that date. For other Financial Accounts, the balance 

or value will either be that shown on 31 December of the year to be reported or, where it 

is not possible or usual to value an account at 31 December, the normal valuation point 

for the account that is nearest to 31 December is to be used. 

 

Example 

When a Specified Insurance Company has chosen to use the anniversary date of a policy 

for valuation purposes, if for example the policy was opened on 3 June 2016, it will be 

valued on 2 June 2017 but will be reported for the year ending 31 December 2017. This 

will be reported to The Bahamas Competent Authority in 2018. 

 

Where 31 December falls on a weekend or non-working day, the date to be used is the 

last working day before 31 December. 

 

D. Nil returns 

Bahamas Reporting Financial Institutions are not required to file nil returns with The 

Bahamas Competent Authority.  
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E. Third party service providers 

Under Section 8 of the CRS Act, Reporting Financial Institutions may rely on a third-party 

service provider to fulfil due diligence and reporting obligations under the CRS 

Regulations. However, the Reporting Financial Institution remains ultimately responsible 

for fulfilling these obligations and any failures on the part of the service provider are 

imputed to the Reporting Financial Institution. 

 

Where a Reporting Financial Institution is an Investment Entity because it is managed by 

another Reporting Financial Institution it should nevertheless fulfil its own due diligence 

and reporting obligations unless the managing entity has expressly agreed to do so.  

 

F. Threshold Exemption 

The CRS Regulations allow Reporting Financial Institutions to apply a threshold 

exemption for the review, identification and reporting of Pre-existing Entity Accounts. For 

Reporting Financial Institutions applying the threshold exemption, Pre-existing Entity 

Accounts with a balance or value not exceeding $250,000 at 30 June 2017 do not need 

to be reviewed, identified or reported until the account balance exceeds $250,000 at 31 

December of a subsequent calendar year.  

 

For the avoidance of doubt, there is no threshold exemption for the review, identification 

or reporting of New Entity Accounts, Preexisting Individual Accounts or New Individuals 

Accounts. 

 

Reporting Financial Institutions applying the threshold exemptions must keep an internal 

record of the application of the exemptions as part of the policies and procedures which 

they are required to have in place in accordance with the CRS Regulations. 

 

 

Reporting Financial Institutions applying the threshold exemption must keep an internal 

record of the application of the exemption as part of the policies and procedures which 
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they are required to have in place in accordance with the CRS Regulations. The Account 

Aggregation Rules apply. Refer to The Commentary Section VII at pages 154 – 156.  

 

 

G. Due Diligence Modifications 

Under the CRS Regulations, Reporting Financial Institutions may choose to apply 

modified due diligence rules. This includes: 

 Applying the due diligence procedures for New Accounts to Preexisting Accounts 

– regulation 4(1)(c) and 4(2)-(4) of the CRS Regulations; and 

 Applying the due diligence procedures for High Value Accounts to Lower Value 

Accounts – regulation 4(1)(b) of the CRS Regulations. 

 Applying due diligence on discretionary beneficiaries should not be required until 

immediately prior to first distribution from a trust. A distribution shall not be made 

until due diligence is received on the discretionary beneficiary. 

 

 

H. Residence Address Test for Lower Value Accounts 

For the purposes of determining whether an individual Account Holder is a Reportable 
Person, the Reporting  Financial Institution may treat such individual as being a resident 
for tax purposes of the jurisdiction in which an address is located if: (a) the Reporting 
Financial Institution has in its records a residence address for the individual Account 
Holder; (b) such residence address is current; and (c) such residence address is based 
on Documentary Evidence. The residence address test relies on the permanent 
residential address of the individual on file, and the address must be validated to ensure 
it is the same address, or in the same jurisdiction, as the one that is included on any 
Documentary Evidence (e.g. identity card, driving license, voting card, or certificate of 
residence, etc). As in some circumstances the address cannot be relied on additional 
documentary evidence or a self-certification is required. Refer to The Commentary 
Section III pages 111- 116.  
 

 

I. Group Cash Value Insurance Contracts or Group Annuity Contracts 

Under the CRS Regulations, a Reporting Financial Institution may treat an account that 

is a Group Cash Value Insurance Contract or a Group Annuity Contract, as a non-

reportable account until the date on which an amount is payable to an 
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employee/certificate holder or beneficiary, if the Financial Account that is a member’s 

interest in a Group Cash Value Insurance Contract or Group Annuity Contract meets the 

following requirements: 

 The Group Cash Value Insurance Contract or Group Annuity Contract is issued to 

an employer and covers 25 or more employees/certificate holders; 

 The employees/certificate holders are entitled to receive any contract value related 

to their interests and to name beneficiaries for the benefit payable upon the 

employee’s death; and 

 The aggregate amount payable to any employee/certificate holder or beneficiary 

does not exceed $1,000,000. 

Please refer to regulation 6 of the CRS Regulations. 

 

J. Currency Translation 

All amounts in CRS are stated in US dollars. The CRS Regulations permit Reporting 

Financial Institutions to convert the threshold limits into the currency in which accounts 

are denominated before applying a threshold amount under CRS. This allows a 

multinational Reporting Financial Institution to apply the amounts in the same currency in 

all jurisdictions in which they operate. For example, a Lower Value Account is an account 

with an aggregate account balance or value of less than $1,000,000, and this threshold 

amount may be converted to the relevant currency for the Reporting Financial Institution 

by reference to the spot rate of exchange on the date for which the Reporting Financial 

Institution is determining that threshold amount. 

 

Please refer to regulation 3(2)(a) of the CRS Regulations, which imports paragraph C of 

Section VII of CRS, for further details on the currency translation and account balance 

aggregation rules. 

 

K. Expanded Definitions 

The CRS Regulations have incorporated the expanded definitions that are available 

under CRS. This includes expanded definitions for: 
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 Preexisting Accounts (please refer to regulation 2(1) of the CRS Regulations for 

the full definition); and 

 Expanded Related Entities (please refer to 2(1) of the CRS Regulations for the full 

definition). 

 

VI. IDENTIFICATION OF CONTROLLING PERSONS 

 

A Controlling Person is defined in CRS to mean the natural persons who exercise control 

over an Entity ( Refer to  Section VIII; Defined Terms at paragraph D 6 of The Common 

Reporting Standard).  The term “Controlling Persons” corresponds to the term “beneficial 

owner” as described in Recommendation 10 and the Interpretative Note on 

Recommendation 10 of the Financial Action Task Force Recommendations. 

 

Determining a controlling interest will depend on the ownership structure of the Entity 

and control over the Entity may be exercised by direct ownership (or shareholding) or 

through indirect ownership or control (or shareholding) of one or more intermediate 

Entities. If no such person exists, then any natural person that otherwise exercises 

control over the management of the Entity (e.g., the senior managing official of the 

company) should be treated as the Controlling Person of the Entity.  

 

A. Entities 

The CRS Regulations provide that the definition of Controlling Persons includes such 

other definition or procedure contained in applicable AML and KYC procedures, as 

amended. For the 2018 CRS reporting period Reporting Financial Institutions should 

apply a 25 percent (25%) threshold for determining Controlling Persons for CRS 

purposes. For subsequent reporting periods commencing in 2019, the Controlling 

Persons threshold shall be 10%. 

 

Indirect control may extend beyond legal (direct) ownership or could be through a chain 

of corporate vehicles and through nominees (i.e. shareholder or nominee agreements). 

This indirect control could be identified through various means, as shareholder ’s 
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agreement, exercise of dominant influence or power to appoint senior management. 

Shareholders may thus collaborate to increase the level of control by a person through 

formal or informal agreements, or through the use of nominee shareholders. Voting or 

economic rights, whether the company has issued convertible stock or has any 

outstanding debt that is convertible into voting equity will also have to be considered 

and based on the facts a determination made as to whether there is indirect ownership 

and/or control. 

 

Where no natural person(s) is identified as exercising control of the Entity, the Controlling 

Person(s) of the Entity will be the natural person(s) who holds the position of senior 

managing official. This can include the managing director or it could be all of the directors. 

 

For CRS, Controlling Persons shall include: 

 Any natural person that holds directly or indirectly more than twenty-five percent 

(25%) of the shares or voting rights of an Entity as a beneficial owner.  

 Any natural person that owns or controls 25% or more of any class of the 

person’s voting securities, excluding any securities that the security holder, if a 

registrant, holds in the course of a public distribution; or 

 Any natural person who is able to affect materially the control of the person, 

whether alone or by acting in concert with another person.” 

 

Example 

An Individual ( Individual A) owns ten  percent (10%) beneficial interest in Entity “B” 

which is held in the name of Individual C.  Individual A also controls  twenty  percent 

(20%) of the voting shares in Entity B. Although the 10% is held in the name of 

Individual C, pursuant to a contractual agreement, in such instance, Individual A falls 

within the definition of Controlling Person. 

 

B. Trusts 

In the case of a trust, Controlling Person(s) means – 

 the settlor(s); 
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 the trustee(s); 

 the protector(s) (if any); 

 the beneficiary(ies) or classes of beneficiary(ies) if such person(s) has the right to 

receive directly or indirectly (for example, through a nominee) a mandatory 

distribution or has received, directly or indirectly, in the relevant reporting period, 

a discretionary distribution from the trust; and 

 any other natural person(s) exercising ultimate effective control over the trust.  

 

The settlor(s), the trustee(s), the protector(s) (if any), and the beneficiary(ies) or class(es) 

of beneficiaries  if such person(s) has the right to receive directly or indirectly (for example, 

through a nominee) a mandatory distribution, must always be treated as Controlling 

Persons of a trust, regardless of whether or not any of them exercises control over the 

trust. 

 

Discretionary beneficiaries will only be Controlling Persons, in the years when they 

receive a distribution from the trust, and the trustees will report the value of distributions 

made to reportable persons. A settlor or fixed beneficiary will always be a Controlling 

Persons.  

 

The account balance information to be reported in respect of each equity and debt interest 

holder of the trust may differ, depending on the type of trust, whether the settlor is a 

beneficiary or not, and whether the trust is discretionary or not.   

 

The account balance to be reported in respect of each Controlling Person in respect of a 

trust is the balance of the account. 

 

Where the settlor of an irrevocable trust is not a beneficiary of the trust or has no beneficial 

interest in the Trust, notwithstanding the settlor is classified as a Reportable Person, the 

account balance attributable to him is zero. Similarly, where a protector is not a 

beneficiary of a trust, revocable or irrevocable, notwithstanding the protector is classified 

as a Reportable Person, the account balance attributable to him is zero Protectors are 
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always Reportable Persons for both Financial Institution Trusts and NFE Trusts. The 

value reported is zero. Unless otherwise defined (for example where a beneficiary has a 

defined equity interest), their account value will be the total value of all trust property 

except, in the case of a discretionary beneficiary that has received a distribution in the 

relevant year, in which case, the account value will be the amount of the distribution. 

 

In addition, any other natural person(s) exercising ultimate effective control over the trust 

(including through a chain of control or ownership) must also be treated as a Controlling 

Person of the trust. Where such person is classified as a Reportable Person but has no 

beneficial interest in the trust, the account balance attributable to him is zero. With a view 

to establishing the source of funds in the account(s) held by the trust, where the settlor(s) 

of a trust is an Entity, Reporting Financial Institutions must also identify the Controlling 

Person(s) of the settlor(s) and report them as Controlling Person(s) of the trust. For 

beneficiary(ies) of trusts that are designated by characteristics or by class, Reporting 

Financial Institutions should obtain sufficient information concerning the beneficiary(ies) 

to satisfy the Reporting Financial Institution that it will be able to establish the identity of 

the beneficiary(ies) at the time of the pay-out or when the beneficiary(ies) intends to 

exercise vested rights. Therefore, that occasion will constitute a change in circumstances 

and will trigger the relevant procedures.  

 

In the case of a trust, a person exercises ultimate effective control over the trust when 

that person has the power to change the trustees, thereby influencing the distribution of 

trust assets. A settlor is always reported, irrespective of whether the trust is revocable 

(i.e. where the settlor has maintained some interest or rights in the trust) or irrevocable.  

 

If a Settlor is a member of a class of discretionary beneficiaries, the Settlor must always 

be reported as the Settlor, and in the year he receives a distribution, as a Beneficiary. 

 

In accordance with the option available under CRS with respect to trusts that are Passive 

NFEs (non-financial entities), Reporting Financial Institutions may align the scope of 

beneficiaries of a trust treated as Controlling Persons with the scope of beneficiaries 
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treated as Reportable Persons where the trust itself is a Financial Institution. In the case 

the Controlling Person(s) of a trust that is treated as a Passive NFE and the Reportable 

Person(s) of a trust that is treated as a Financial Institution, Reporting Financial 

Institutions would then only need to report discretionary beneficiaries for the reporting 

period in which they receive a distribution from the trust. 

 

Each Reporting Financial Institution must ensure that it has appropriate procedures in 
place to identify whether a distribution is made by the trust to a discretionary beneficiary 
in the reporting period. Reporting Financial Institutions may, for example, receive 
certifications from the trustees of the trust as to whether distributions have been made 
and, if so, to whom.  
 

Where no such procedures are in place to identify distributions to discretionary 
beneficiaries, the Reporting Financial Institution must continue to treat the discretionary 
beneficiary as a Controlling Person and report accordingly if that person is a Reportable 
Person. 
 

In the case of a legal arrangement other than a trust that are functionally similar to trusts 

(e.g. foundations), the term “Controlling Persons" means persons in equivalent or similar 

positions as those that are Controlling Persons of a trust. Thus, taking into account the 

different forms and structures of legal arrangements, Reporting Financial Institutions 

should identify and report persons in equivalent or similar positions, as those required to 

be identified and reported for trusts. 

 

In relation to legal persons that are functionally similar to trusts (e.g. foundations), 

Reporting Financial Institutions should identify Controlling Persons through similar 

customer due diligence procedures as those required for trusts, with a view to achieving 

appropriate levels of reporting. 

 

C. Ultimate and Effective Control 

Where a Reporting Financial Institution relies on information collected and maintained 

pursuant to AML/KYC Procedures for purposes of determining the Controlling Persons of 

an Account Holder of a New Entity Account (see subparagraph A(2)(b) of Section VI of 

The Common Reporting Standard), such AML/KYC Procedures must be consistent with 
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Recommendations 10 and 25 of the FATF Recommendations as implemented in The 

Bahamas, including always treating the settlor(s) of a trust as a Controlling Person of the 

trust and the founder(s) of a foundation as a Controlling Person of the foundation. For 

purposes of determining the Controlling Persons of an Account Holder of a Preexisting 

Entity Account (see subparagraph D(2)(b) of Section V of The Standard) , a Reporting 

Financial Institution may rely on information collected and maintained pursuant to the 

Reporting Financial Institution's AML/KYC Procedures. 

 

VII.  ENTITY SPECIFIC ISSUES 

 

A. Financial Accounts of Investment Managers and Advisers 

Financial Institutions that are not maintaining any financial accounts have no reporting 

responsibilities. Under CRS, an investment advisor or investment manager, i.e. an entity 

which is an Investment Entity solely because it (i) renders investment advice to, and acts 

on behalf of, or (ii) manages portfolios for, and acts on behalf of, a customer for the 

purpose of investing, managing, or administering Financial Assets deposited in the name 

of the customer with a Financial Institution other than itself, is regarded as not having any 

Financial Accounts. 

 

The CRS Regulations further provides that an Investment Entity that is a Financial 

Institution established in The Bahamas is a Non-Reporting Financial Institution if the 

Financial Institution — 

(a) renders investment advice to, and acts on behalf of, the customer; 

(b) manages portfolios for, and acts on behalf of, a customer for the purpose of 

investing, managing, or administering Financial Assets deposited in the name of 

the customer with a Financial Institution other than such Entity; or 

(c) performs or executes executive functions on behalf of a Reporting Financial 

Institution other than a Non-Reporting Financial Institution.  

 

The CRS Regulations declares for the purposes of CRS, any Bahamian investment 

advisor, investment manager, fund administrator or other entity that executes executive 
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functions on behalf of a Reporting Financial Institution as a Non-Reporting Financial 

Institution. Where such entities do have financial accounts, they will not fall within this 

exclusion. 

 

B. Non-Participating Jurisdiction Investment Entities 

In accordance with the definition of Passive NFE in the CRS Regulations, Reporting 

Financial Institutions are required to treat ‘managed’ Investment Entities, (or branches 

thereof) that are resident in (or located in) any Non-Participating Jurisdiction, as Passive 

NFEs and therefore report on the Controlling Persons of such entities that are Reportable 

Persons as defined in CRS. 

 

‘Managed’ Investment Entities are those that meet the second limb of the definition of an 

Investment Entity as set out in paragraph A6.b) of section VIII of CRS. 

 

A Managed Investments Entity in a Non-Participating Jurisdiction should default to a 

Passive NFE. 

 

C. Determination of CRS Status of Entities 

CRS commentary provides that an Entity’s status as a Financial Institution or non-

financial entity (NFE) should be resolved under the laws of the participating jurisdiction 

in which the Entity is resident. If an Entity is resident in a Non-Participating Jurisdiction, 

the rules of the jurisdiction in which the account is maintained determine the Entity’s 

status as a Financial Institution or NFE since there are no other rules available. 

 

Therefore, when determining the status of an Entity resident in a Non-Participating 

Jurisdiction as an active or passive NFE, the rules of the jurisdiction in which the account 

is maintained determine the Entity’s status. For example, a Financial Institution resident 

in a Non-Participating Jurisdiction with accounts maintained in The Bahamas may apply 

the active NFE definition applicable to Bahamian Entities. 

 

 



00487577-2  34 

 

 

D. Investment Entity 

An Investment Entity is an entity that: 

(a) primarily conducts as a business one or more of the following activities or 

operations for or on behalf of a customer: 

i. trading in money market instruments (cheques, bills, certificates of deposit, 

derivatives, etc.); foreign exchange; exchange, interest rate and index 

instruments; transferable securities; or commodity futures trading; 

ii. individual and collective portfolio management; or  

iii. otherwise investing, administering, or managing Financial Assets or money 

on behalf of other persons; or 

(b) the gross income of which is primarily attributable to investing, reinvesting, or 

trading in Financial Assets, if the Entity is managed by another Entity that is a 

Depository Institution, a Custodial Institution, a Specified Insurance Company, or 

an Investment Entity described in (a) above. 

 

An Entity is treated as primarily conducting as a business one or more of the activities 

described in subparagraph (a), or an Entity’s gross income is primarily attributable to 

investing, reinvesting, or trading in Financial Assets for purposes of subparagraph (b), if 

the Entity’s gross income attributable to the relevant activities equals or exceeds 50% of 

the Entity’s gross income during the shorter of: (i) the three-year period ending on 31 

December of the year preceding the year in which the determination is made; or (ii) the 

period during which the Entity has been in existence. The term “Investment Entity” does 

not include an Entity that is an Active NFE because it meets any of the criteria in 

subparagraphs D(9)(d) through (g). CRS requires that this definition should be interpreted 

in a manner consistent with similar language set forth in the definition of ‘financial 

institution’ in the Financial Action Task Force Recommendations. 

 

The term “Financial Asset” includes a security (for example, a share of stock in a 

corporation; partnership or beneficial ownership interest in a widely held or publicly traded 

partnership or trust; note, bond, debenture, or other evidence of indebtedness), 
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partnership interest, commodity, swap (for example, interest rate swaps,  currency swaps, 

basis swaps, interest rate caps, interest rate floors, commodity swaps, equity swaps, 

equity index swaps, and similar agreements), Insurance Contract or Annuity Contract, or 

any interest (including a futures or forward contract or option) in a security, partnership 

interest, commodity, swap, Insurance Contract, or Annuity Contract. The term “Financial 

Asset” does not include a non-debt, direct interest in real property. 

 

E. Trusts as Financial Institutions 

1. An individual account would be a “financial account” held in the name of a natural 

person. There are different types of financial accounts (i.e. custodial, deposit, 

equity and debt interest, cash value insurance and annuity accounts).   It is the 

equity and debt interest held in an investment entity that is a financial account; 

 

2. A trust will be a financial institution if it falls within the definition of an investment 

entity (i.e. has gross income primarily attributable to investing, reinvesting or 

trading financial assets and is managed by a financial institution).  This would 

mean that the individuals with an equity or debt interest in such a trust would be 

Individual account holders subject to reporting. Where the value or balance 

attributable to each Account Holder is fixed or clearly ascertainable by the terms 

of the trust deed, such value or balance would be reportable. 

 

Discretionary beneficiaries of trusts that are Financial Institutions are treated as Account 

Holders if they have received a discretionary distribution from the trust in the reportable 

period. 

 

Whether a reserved investment power trust, where investment powers over the trust’s 

assets are reserved solely to a person who is not the trustee, should be considered to be 

an Investment Entity as defined under paragraph A(6)(b) of Section VIII of the CRS,  will 

depend on whether the “managed by” criterion under subparagraph A(6)(b) of Section 

VIII of the CRS is met. For example, if the trustee which is a Financial Institution performs, 

either directly or through an individual employee, an affiliate service provider, any of the 
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activities or operations described in subparagraph (A)(6)(a) of Section VIII of the CRS on 

behalf of the managed trust, and has discretionary authority to manage the trust’s assets 

(in whole or in part), such a trust could be considered to be an Investment Entity.  

 

 

F. Applying the “Managed By Test” 

When applying the “managed by” test, an entity shall be an Investment Entity where:  

1. It is professionally managed by a Financial Institution, provided such Financial 

Institution has discretionary authority to manage the entity’s assets (in whole or 

part);  

2. An Entity is “managed by” another Entity if the managing Entity performs, either 

directly or through another service provider, any of the activities or operations 

described in subparagraph D (a) on behalf of the managed Entity; and 

3. The entity satisfies the financial assets test ( Refer to paragraph 7 at page 7 of The 

Commentary and paragraph 17 at page 162) 

 

Examples 

Example 1 

A company whose directors grant a Financial Institution, such as a licensed bank or 

investment management company, discretionary management powers over the assets of 

the company will be an Investment Entity as it will be ‘managed by’ that bank or 

investment management company.  

 

Example 2 

A trust that appoints a Financial Institution as a trustee and grants that Financial Institution 

discretionary management powers will be an Investment Entity as it will be ‘managed by’ 

the Financial Institution who is acting as  trustee. 

 

Example 3 

A trust where the right to direct investments is reserved to the settlor or is vested in an 

individual investment manager, would not be an Investment Entity as it would not meet 
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the ‘managed by’ test, notwithstanding it may appoint a trustee that is a Financial 

Institution. 

 

For the purposes of the “managed by” test, a distinction should be made between one 

entity ‘managing’ another and one entity ‘administering’ another. For instance the 

following services provided by an entity to another will not constitute the latter entity being 

‘managed by’ the former: 

 Provision of co-secretary and/or company secretarial services; 

 Provision of registered office; 

 Preparation of final financial statements (from company books and records); 

 Preparation of Tax returns; or 

 Provision of bookkeeping services. 

 

For the purposes of clarification and for this Guidance solely, any of the activities such as 

those defined under the International Business Companies Act, Chapter 309, as 

“business of company management” does not constitute managed by an Investment 

Entity.  

 

Where a Financial Institution appoints a minority of the members  of the Board of Directors 

of a company, the company should not meet the Managed By Test as the Financial 

Institution would not control the company. 

 

Where a Bahamian company’s directors are employees of a Bahamian Financial and 

Corporate Service Provider (FCSP) which itself is a Financial Institution and the 

Bahamian company is administered by that Bahamian FCSP Financial Institution, the 

Bahamian company may be treated as an Investment Entity itself. 

 

G. Financial Institution Acting as Broker 

Where a Financial Institution is acting as an executing broker, and simply executing 

trading instructions, or receiving and transmitting such instructions to another executing 

broker, (either through a recognized exchange, multilateral trading facility or non EU 
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equivalent of such, a clearing organization or on a bilateral basis) the Financial Institution 

will not be required to treat the facilities established for the purposes of executing a trading 

instruction, or receiving and transmitting such instructions, as a Financial Account under 

the CRS Act. The Financial Institution acting as custodian will be responsible for 

performing due diligence procedures and reporting where necessary. 

 

H. Charitable Trusts 

A charitable trust will either be a Financial Institution or a NFE. The instances where a 

charitable trust will be a Financial Institution are limited as it is unlikely that such a trust 

will be carrying on business for customers.  

 

A charitable trust that will qualify as a Financial Institution will likely be confined to 

circumstances where a charitable trust is a managed Investment Entity.  

 

A charitable trust, or other not for profit association, may fall within the definition of an 

Investment Entity where it is managed by a Financial Institution and more than fifty 

percent (50%) of its income comes from investing in Financial Assets. Such a charitable 

entity will be a Financial Institution, which will require that it reports in respect of any 

payments it makes to beneficiaries of the charity.  

 

If a charitable trust or other not for profit association receives more than 50 percent (50%) 

of its income by way of gifts, donations, grants or legacies, the charitable entity will fall 

within the definition of Active NFE under the CRS and it will not be a Financial Institution. 

Hence, it will not be required to report on payments to its beneficiaries or otherwise 

required to provide its Financial Account information.  

 

A charitable trust that is not a Financial Institution will (by default) generally be an active 

NFE and therefore not reportable for CRS purposes (and there is no need to “look 

through” to Controlling Persons compared to passive NFEs).  

 
A charitable trust shall be considered an Active NFE if it also meet the following 
requirements to– 
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i) it is established and operated in its jurisdiction of residence exclusively for 

religious, charitable, scientific, artistic, cultural, athletic, or educational purposes; 

or it is established and operated in its jurisdiction of residence and it is a 

professional organisation, business league, chamber of commerce, labour 

organisation, agricultural or horticultural organisation, civic league or an 

organization operated exclusively for the promotion of social welfare; 

 

ii) it is exempt from income tax in its jurisdiction of residence; 

 

iii) it has no shareholders or members who have a proprietary or beneficial interest 

in its income or assets; 

 

iv) the applicable laws of the NFE’s jurisdiction of residence or the NFE’s formation 

documents do not permit any income or assets of the NFE to be distributed to, or 

applied for the benefit of, a private person or noncharitable 

Entity other than pursuant to the conduct of the NFE’s charitable activities, or as 

payment of reasonable compensation for services rendered, or as payment 

representing the fair market value of property which the NFE has purchased; and 

 

v) the applicable laws of the NFE’s jurisdiction of residenceor the NFE’s formation 

documents require that, upon the NFE’s liquidation or dissolution, all of its assets 

be distributed to a Governmental Entity or other non-profit organisation, or escheat 

to the government of the NFE’s jurisdiction of residence or any political subdivision 

10%thereof. 

 

VIII. ANTI-AVOIDANCE & ENFORCEMENT 

The CRS Act provide that if a Financial Institution enters into any arrangement, the main 

purpose or one of the main purposes of which is to avoid any obligations imposed by The 

Act, the arrangement is deemed not to have been entered into by the person and the 
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CRS Regulations are to have effect as if the arrangement had never been in existence. 

The situations in which the anti-avoidance rule may apply are wide and varied.  You may 

refer to the Commentaries on the CAA and CRS, specifically the commentary on Section 

IX, which provides a few examples. 

 

The CRS Act sets out offences which Financial Institutions may be liable for where the 

provisions of the Act or Regulations are contravened.   





Introduction 

This Value Added Tax (“VAT”) guide aims to provide a general understanding of how 
VAT works, who needs to charge VAT and when. Further information can be obtained 
from industry specific guides, the Value Added Tax Regulations 2014 (“VAT 
Regulations”), the Value Added Tax Act 2014 (“VAT Act”) as amended and the Value 
Added Tax (“VAT Rules”) which can all be found on the website of the Government of 
The Bahamas (“Government”).  If there is a discrepancy within the Guidance Note, 
the law will prevail in accordance with the VAT Act, Regulations and/or Rules.  

What is VAT? 

VAT is a tax that is charged on all goods and most services that VAT-registered 
businesses provide in The Bahamas. It is also charged on goods and some services that 
are imported from outside The Bahamas. It is a consumption tax ultimately paid by 
the final customer but collected and remitted to the Comptroller of VAT 
(“Comptroller”) by businesses.  

VAT is collected in a staged process. Each VAT-registered business will charge and 

collect VAT on the goods and services it supplies to its customers. The VAT charged is 

referred to as a business’ output tax. A business will also pay VAT on goods and 

services it buys from its suppliers. This is referred to as a business’ input tax. Most 

businesses will be able to offset the input taxes they have paid to suppliers against 

the output taxes they have collected from their customers. The difference between 

output taxes and input taxes is remitted to the Comptroller.  

Example: 

A= Wholesale & importer 

B= Retailer 

C= Customer 

1. A imports a computer for $400.00 (insurance, transport and duties included). 

Import VAT will be due on this value.  
A will pay $400.00 x 12% = $48.00 import VAT to the Comptroller 
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2. A sells the computer to B for $560 ($500 + VAT of $60.00) 
The VAT Return submitted by A will show the following:   
output tax   $60.00  
input tax  -$48.00  
VAT to Comptroller     $12.00 

3. B sells the computer to C for $672 ($600 + VAT of $72) 
The VAT Return submitted by B will show the following: 
output tax    $72.00  
input tax  -$60.00  
VAT to Comptroller     $12.00 

The Comptroller has collected a total of $72.00 VAT (the same amount as the VAT 

charged to the customer C)  
$48.00 on importation  
$12.00 on the VAT Return submitted by A 
$12.00 on the VAT Return submitted by B  

A business is only permitted to charge VAT if it is registered for VAT. If your business is 

not registered for VAT, you cannot normally reclaim VAT that you are charged by your 

suppliers. If you are required to be registered for VAT (mandatory registrant) and do 

not register, then you will still be liable for any VAT that you should have charged your 

customers even though you did not charge VAT. You may also be required to pay 

interest and penalties.  In addition, you may be subject to forced registration by the 

VAT Comptroller.  It is important therefore to register as soon as you know you meet 

the turnover threshold. Any business not required to be registered for VAT with 

taxable supplies may still choose to register. Charging VAT when you are not registered 

for VAT is considered a very serious offence that can carry fines, imprisonment or 

both. 

  

The Bahamas General VAT Guide    Page     Version: July 1, 2018 2



When would I be required to register for VAT? 

If you are “in business” in The Bahamas and the goods or services you sell or provide 

are considered “taxable supplies”, you must register for VAT if you either: 

• make taxable supplies and the total sales value of the taxable supplies for the 

previous 12 months has exceeded a specific limit - called the “VAT 

threshold” (see below); or  

• at the beginning of any 365 day period you consider that the total value of your 

taxable supplies will exceed the VAT threshold in the next 365 days. 

Please note that the term "supply" is used here to mean your sales or any services you 

offer, at the price at which you offer it to the public.  It does not mean the cost or 

value of your goods in inventory.  

The VAT threshold is currently $100,000 of taxable supplies and applies even if you 

only intend to operate a business for a limited period of time. If you make any sales 

that are exempt, under the schedules to the VAT Act, you should not include, when 

determining if the $100,000 threshold has been met. The requirement for public 

entertainment is more stringent.  A lower annual threshold of $50,000 applies while 

for the occasional; event promoter the Comptroller has to be notified in all cases at 

least 48 hours before the function is advertised.  

You must apply for VAT registration within 14 days of meeting the requirements. If you 

meet the requirements for registration, the Comptroller will register you for VAT 

within 21 days of your application.  

If you do not register for VAT when you should, you will still be a taxable person 

and can be held liable to account for VAT on your supplies even if you haven’t 

charged it.  

Once you are in business, you can choose to register for VAT if you make or intend to 

make taxable supplies, even if your business does not meet the mandatory threshold. 

This is referred to as “voluntary registration”. Some businesses may want to 
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voluntarily register for VAT so that they can claim a refund of the VAT they are 

charged by suppliers. 

You may also register for VAT as a part of a group of related businesses (see section 

“What is VAT grouping?”). 

Once you are registered for VAT you will be issued a Certificate of Registration and a 

Tax Identification Number (“TIN”). The Certificate of Registration must be displayed 

in a conspicuous place at each location where you conduct business. This allows your 

customers to see that you are registered for VAT. Your TIN will be on your Certificate 

of Registration and you should quote this number on all VAT invoices, VAT sales 

receipts and when corresponding with the VAT Department. 

Once I am registered for VAT can I cancel my registration? 

After two years of being registered for VAT, you can apply to cancel your VAT 

registration if you can demonstrate, and the Comptroller is satisfied, that your 

taxable supplies have fallen below the VAT threshold within the last 12 months, or 

that your taxable supplies will be below the VAT threshold in the next 12 months.  

This option also exists if you registered voluntarily. 

In this respect, it is unlikely that you will be deregistered for VAT unless the value of 

your taxable supplies have fallen below $80,000 in the last 12 months or you can 

demonstrate that your taxable supplies will remain below $80,000 in the next 12 

months. You must continue to treat your supplies as taxable until the Comptroller has 

confirmed that your VAT registration has been cancelled. Once your VAT registration 

has been cancelled you must remove your Certificate of Registration from display.  

All businesses that are registered for VAT will be entered on the VAT register which is 

publicly available. If you want to check whether a supplier is registered for VAT you 

can access the register at any time on The Bahamas Government website or you can 

contact the VAT Department during office hours. 

When would I be considered to be “in business”? 

To be liable for VAT registration you need to be “in business”. In VAT terms, “in 

business” means that you are carrying on any continuing activity which is mainly 
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concerned with making supplies to others in return for a consideration. You do not 

necessarily have to make, or aim to make a profit to be considered “in business”. If 

you make an isolated transaction you will not normally be considered “in business” for 

VAT purposes. For example, if you sell your car that has not been used in a business 

this will be a private sale and not considered a business transaction. However, if you 

regularly sell cars with the aim of receiving an income you will be considered to be 

“in business”. 

Business includes: 

• self-employed persons carrying on any trade, vocation or profession, as well as 

companies, partnerships or other corporate entities, with the aim of earning an 

income;  

• the provision of membership benefits by clubs, associations and similar bodies 

in return for a subscription or other consideration; except where such 

membership is regulated by statute  

• the admission to premises for a charge. 

It may also include: 

• the activities of clubs and other recreational bodies, and  

• some of the activities of charities and non-profit making bodies. 

However, even if your activities have some or all the characteristics of a business, 

they are not business if they are essentially a recreation or hobby. In addition, the 

supply by an employee to an employer under an employment contract is not a taxable 

activity. 

What are taxable supplies? 

You make taxable supplies in The Bahamas when you are registered for VAT and: 

• you make a sale of goods or services in return for a consideration which is 

usually in the form of money, but can also be in the form of goods or services 

provided instead of money, as in barter transactions;  
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• you make the sale in the course of operating your business: this includes the 

sale of items such as office equipment, plant and machinery;  

• the sale is made in The Bahamas; and 

• the sale is subject to VAT either at the zero rate or standard rate. 

A sale of goods is made in The Bahamas if the goods are: 

• delivered or made available in The Bahamas to the purchaser; or 

• Physically removed from The Bahamas as an export.  

Although the sale of goods exported from The Bahamas is technically made in The 

Bahamas, it is subject to VAT at the zero rate (see section “VAT rates”).  

A sale of services is made in The Bahamas if the service is enjoyed or the benefit is 

received in The Bahamas, or if the supplier is established in The Bahamas. Exported 

services supplied by a business in The Bahamas are considered to be supplied in The 

Bahamas but subject to VAT at the zero rate (see section “VAT rates”).  

VAT Rates 

There are two rates of VAT, depending on the goods or services the business provides. 

The rates are: 

• standard – 12%  

• zero – 0% 

There are also some goods and services that are: 

• exempt from VAT; or  

• outside The Bahamas VAT system altogether  

Standard-rated supplies 

All goods and services supplied in The Bahamas which are neither subject to the zero 

rate nor exempt from VAT, are subject to VAT at the standard rate. 
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Zero-rated supplies 

A zero rated supply is a taxable supply albeit at the zero rate. This point is important 

when determining whether you can recover VAT on costs because you can generally 

reclaim VAT that you have paid to your suppliers if the goods or services purchased are 

used to make a taxable supply.  Zero rated supplies are detailed in the First Schedule 

of the VAT Act. 

The zero rate of VAT generally applies to some locally supplied goods on sale or 

distribution, exported goods and services, for example: 

• services that relate to land and property situated outside of The Bahamas; 

• goods physically removed from The Bahamas; or are outside The Bahamas at 

the time of supply; 

• certain professional and financial services where either in the context of 

Exchange Control Regulations or location of the recipient the benefit is 

obtained outside The Bahamas; and 

• the transfer of a business by one registrant to another. 

Exempt supplies 

The Second Schedule of the VAT Act provides a full list of goods and services that are 

exempt from VAT. 

Some examples include: 

• domestic financial services, other than those provided for an explicit fee; 

• sale of some insurance products and annuities; 

• medical services where such are provided by a public healthcare facility to a 

public patient (such as an indigent, retired persons over the age of 65, children 

of school age); 

• educational tuition and ancillary fees  ; 

• the rental of a dwelling with the exception of vacation rental properties; 
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• certain services supplied by Government Departments; 

• gambling and lotteries; 

• certain charitable activities; and 

• goods which are shipped or conveyed to the Bahamas for transshipment or 

conveyance to another country. 

If you make a supply of goods or services that is exempt from VAT, you cannot recover 

any VAT you have paid to your suppliers on goods or services used to make the exempt 

supplies. 

What do I charge VAT on? 

If you are registered for VAT, you charge VAT at the applicable rate on any supply of 

goods or services that is subject to VAT.  

If you use goods or services on which you have reclaimed VAT for private use, you are 

making a self-supply for VAT purposes. You should account for output tax on this 

supply. This includes goods or services used not only by you personally, but made 

available to friends, employees and family even if there is no consideration provided 

for the use of the goods or services.  

If you dispose of goods which form part of the assets of your business, for example, 

you sell them, give them away or take them into private use, this is normally a supply 

for VAT purposes and, where it is a taxable supply, you must account for VAT on the 

disposal.  However, different rules apply if you sell your business as a going concern 

(see section “Transfer of a going concern”).  

VAT may also be due on inventories and assets on hand when you cancel your VAT 

registration unless you are selling the business as a going concern.  

You do not need to charge VAT on a supply of goods or services that is exempt from 

VAT, or goods and/or services you supply before you are registered for VAT. 

In a normal arms-length transaction the value of the supply of goods or services will 

be the amount of consideration paid. If the consideration includes VAT then you need 
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to apply the VAT fraction to calculate the amount of VAT paid. For example, the cost 

of a computer is advertised at $600 inclusive of VAT.  

The VAT element of this supply will therefore be:  

$600 x (3/28) = $64.29 

If you offer a discount or rebate at the time of supply, then the VAT should be 

calculated on the amount paid or payable less the discount or rebate. For example, if 

you provide a discount for early payment you should charge VAT on the discounted 

amount, irrespective of whether your customer complies with early payment and 

takes the discount or not. 

If you receive goods or services as a means of payment it is the money’s worth of 

those goods or services that is the consideration. For example, you may normally 

charge $200 including VAT for bookkeeping services but instead of payment in cash 

your client offers to paint your fence. It may normally cost you $300 to get your fence 

painted; however, the value to you is the price you would normally charge for your 

bookkeeping services. 

If you bought goods or services for a business use and recovered VAT on the cost as 

input tax and then put those goods or services to a non-business use this is a supply 

for VAT purposes. The value of this supply would be the lesser of the cost of those 

goods or services or the fair market value. The value can be apportioned for part 

business and part non-business use. For example, if you let your staff use business 

assets for their own personal use this is a supply for VAT purposes, this includes a 

temporary use of business assets. 

In addition, if you keep business assets following the cancellation of your VAT 

registration and you originally recovered VAT on the cost of those assets as input tax, 

this is a self-supply for VAT purposes and will be subject to VAT. 

There are also different rules that apply to transactions between related parties. 

Related parties are defined in Regulation 7 of the VAT Regulations and generally 

includes relations, beneficiaries, companies under common control (i.e. where you 

hold 25% or more of the shareholding directly or indirectly).  The value of transactions 
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between related parties is considered to be the consideration paid, unless the 

consideration is less than the fair market value of the goods or services supplied. If 

this is the case then the value of the supply is considered to be the fair market value. 

Mixed supplies 

In some instances you may make a supply of both goods and services, or you may 

supply goods or services that are subject to VAT at different rates. Wherever possible, 

you should treat each element of a supply separately. For example, if you supply 

goods with transportation you should treat the supply as a separate supply of goods 

and a separate supply of transportation services, each element taking on the 

respective VAT treatment. If you cannot treat the elements separately then the VAT 

treatment will be that of the predominant element of the supply. 

How do I charge VAT? 

For all taxable supplies you must provide the buyer, if he is a VAT registrant, with a 

VAT invoice. 

A VAT invoice must show certain information and can be either in paper or electronic 

form. You do not need to produce an invoice on a computer if you do not have one. 

You can use a pre-printed pad, with pre-printed sequential that has duplicate sheets. 

You can write in the specific details each time you issue an invoice. 

A VAT invoice must show: 

a) the word “VAT Invoice” in a prominent place; (the word “Tax” may also be used 

instead of VAT) 

b) the registrant supplier’s tax identification number (TIN) , name and address;  

c) the invoice identification (serial) number (if you spoil or cancel a serially 

numbered invoice, you must keep it as part of your records); 

d) registrant recipient’s TIN, name and address;  
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e) date of the invoice;  

f) the date of supply, if the supply was concluded, or payment made prior to the 

issuing of the invoice;  

g) in the case of services, the description and the value of the service;  

h) the rate and amount of any cash discount offered;  

i) for each item listed on the invoice:  

• the unit price excluding VAT;  

• the quantity of goods or the extent of the services;  

• the rate of VAT that applies to what is being sold; and  

• the total amount payable, excluding VAT.  

j) total VAT charged; and  

k) the total price, inclusive of VAT, payable by the recipient.  

If you issue a VAT invoice that includes zero-rated or exempt goods or services, you 

must: 

• show clearly that there is no VAT payable on those goods or services; and  

• show the total of those values separately.  

The following are not VAT invoices: 

• pro-forma invoices; 

• invoices that state ‘this is not a tax invoice’; 

• delivery notes;  

• orders; or 

• letters, emails or other correspondence. 
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Retail sales 

If you make retail sales you can issue a simplified VAT invoice or a VAT Sales Receipt 

whereby items subject to VAT (or not subject to VAT) can be identified on the receipt 

with a symbol such as an asterisk, provided the total amount of VAT is clearly shown 

on the receipt. The method of identification must be clearly displayed so that 

customers can determine what is subject to VAT and at what rate before they pay for 

the goods.  The unit price of each item on a sales receipt may be VAT inclusive or 

exclusive. 

Please refer to the VAT Rule 2015-010 - Contents of a VAT Invoice and Receipt for 

further details. 

Pricing 

All prices displayed must include VAT.  Labels on goods and prices displayed on the 

shelf must be inclusive of VAT. You must also clearly display a sign that states that 

your prices are inclusive of VAT.  If you display a list of items (for example on a menu 

or a price board) the price must be inclusive of VAT and you must display a declaration 

that clearly states that your prices are inclusive of VAT.  Restaurants with dine-in table 

service, however, may publish menus with the VAT exclusive price and the amount of 

VAT shown separately. 

As a VAT Registrant, when calculating the price of goods and services that are subject 

to VAT, or determining the price to charge your customer you should remember that 

the VAT you incurred on purchases directly relating to the goods or services you are 

supplying can be recovered and should therefore not be a cost component of the end 

supply.  

For example, in a transaction where a retailer imports goods of an import value of $40 

+ $3.60 VAT and applies a 25% mark-up to determine the selling price, the calculation 

of the selling price is as follows: 

$40 x 1.25 = $50 + $6.00 (12% VAT) = $56.00 

  

The Bahamas General VAT Guide    Page     Version: July 1, 2018 12



The $3.60 VAT paid on the importation of the goods can be recovered as input VAT by 

the retailer and should not become a cost component of the sale of the goods. 

If you are not registered for VAT, you can include the VAT paid to your suppliers in 

determining the final price of the item to be charged to your customer. 

For example, in a transaction where a retailer purchases an item from a wholesaler at 

a value of $45 + $5.40 VAT and applies a 25% mark-up to determine the selling price, 

the calculation of the selling price is as follows:- 

$50.40 ($45+$5.40) x 1.25 = $63.00 

Tax point or time of supply 

The tax point, or time of supply, is the date when a sale is considered to take place 

for VAT purposes. There are rules that tell you if this is the date of the actual supply, 

the date of the invoice or some other date, depending on the circumstances. 

It is important to put the correct date for the time of supply on your invoice, because 

both you and your customer will need this information to make sure the VAT on the 

invoice is accounted for on the correct VAT Return. 

You must issue an invoice within 60 days of the actual supply taking place. 

The time of supply is usually the earliest of: 

• the date an invoice is raised; 

• receipt of payment; 

• the date goods are delivered or made available to the recipient; or 

• the date the performance of services is completed. 

The time of supply of:  

• goods under a credit agreement - is the date the agreement commences. 

• goods under a lay-away agreement - is the date the goods are handed over or 

delivered to the purchaser. 
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• supplies under a rental agreement that require periodic payments - is the date 

payment becomes due or is received whichever is the earlier. 

• a supply of goods under a hire purchase agreement or agreement whereby the 

hirer has the option to return the goods - is the date the goods are made 

available to the recipient. 

• a supply of goods under consignment takes place when the goods are released 

to the recipient. 

For more information on time of supply rules see Section 32 of the Value Added Tax 

Act. 

How do I account for VAT on the goods and services I supply? 

The VAT on your supplies is called output tax. You declare your output tax on your VAT 

Return.  You must declare all sales which fall within the VAT period on the relevant 

VAT Return. For example, if you submit monthly VAT Returns, all sales that occur in 

March must be included on the March VAT Return. Your input tax is offset against your 

output tax and the balance is paid to the Comptroller. Sometimes the input tax may 

exceed the output tax in which case you may be able to request a refund (see section 

“When can I claim a refund of VAT?”).  

What if my customer has not paid me? 

If you are on the invoice or accrual accounting basis, you must still declare the sale in 

the VAT period in which the time of supply occurred. When you write off the amount 

owed in your records you can make an adjustment by claiming as input tax the 

amount previously declared as output tax. If you subsequently receive payment from 

your customer you must make the necessary adjustments to your VAT Return. If you 

are on the cash accounting basis, you should only report sales for which you were 

paid. 
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THE RECOVERY OF VAT ON PURCHASES 

The VAT you pay to your suppliers is referred to as input tax. 

What is input tax? 

Input tax is the VAT you are charged on your business purchases and expenses, 

including: 

• goods and services supplied to you in The Bahamas; 

• import VAT you paid on goods you import from outside The Bahamas; and  

• import VAT you paid on any services supplied from outside The Bahamas.  

What can I reclaim as input tax? 

You can normally reclaim input tax incurred on purchases that relate to supplies made 

by you where the supplies are subject to VAT at the standard rate or the zero rate. 

You can only reclaim VAT on supplies that have been made to you in the course of 

business.  

What can’t I reclaim as input tax? 

There is some expenditure for which you cannot reclaim input VAT. These items of 

expenditure can be found in Section 50 of the VAT Act. You cannot recover VAT paid on 

goods or services that are not used, or not intended to be used, in the course or 

furtherance of a taxable activity carried on by you. If you buy goods and services that 

are going to be used in both your business and personally, you must apportion the VAT 

paid between business and non-business use, and only reclaim the VAT on the business 

use.   However, in the case of passenger vehicle, input tax can only be claimed if the 

passenger vehicle is used exclusively for the furtherance of the business activity and 

the vehicle is registered in the name of the VAT registrant (see Rule 2015-011 – Input 

Tax Credit for Passenger Vehicle). 
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The following is a non-exhaustive list of instances in which you cannot reclaim VAT as 

input tax: 

• you have not paid the import VAT to which the reclaim relates; you do not hold 

the necessary documentation to validate the reclaim; 

• you cannot recover VAT paid on the purchase, maintenance or repair of a 

passenger vehicle unless it is used exclusively inside the business.  

• you cannot recover VAT paid on entertaining, unless you are in the business of 

providing entertainment or the entertainment is wholly for an employee or 

employees as part of a reward for services rendered or it is an expense directly 

related to the creation of a taxable activity. Entertainment means food, 

beverages, tobacco, accommodation, amusement, recreation, or other 

hospitality of any kind; 

• you cannot recover VAT paid on fees or subscriptions paid in respect of 

membership to a club, association, or society of a sporting, social or 

recreational nature; and 

• you cannot recover VAT paid on petroleum products that are not wholly for use 

in respect of a taxable activity. For example, you cannot recover the VAT on 

fuel used by a director where the vehicle is used to go to and from the office. 

You cannot reclaim VAT on costs that relate to exempt supplies. Where costs relate to 

both taxable and exempt supplies you need to apportion the VAT in relation to the 

value of the supplies made. The Regulations provide a standard method of 

apportionment for you to use to calculate the amount of input tax you are entitled to 

claim.  

Standard method of apportionment 

The standard method formula is ‘A x (B/C)’ 

A =  the total amount of residual input tax for the period  

 (residual input tax is the total input tax less the input tax  
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 directly attributed to taxable or exempt supplies)  

B =  the total value of all taxable supplies (exclusive of VAT) 

C=  the total value of all supplies (exclusive of VAT) 

You must do this apportionment calculation every VAT period then at the end of 12 

months you must do an annual adjustment. The annual adjustment will smooth out 

the effect of any fluctuations in the amount of exempt and taxable supplies you have 

over the year. 

Example: 

In March a retailer sold $40,250 of goods in total. $8,000 related to exempt 

supplies and $32,250 related to taxable supplies ($30,000 + $2,250 of VAT). The 

retailer also paid $2,200 of VAT on goods that he had purchased. $1,000 related 

directly to goods on which he charged VAT and $1,200 related to overheads 

including VAT on rent and electricity. 

Step 1 is generally referred to as the de minimis rule. There are special de minimis 

rules for businesses providing financial and insurance services (further information on 

the apportionment formulas can be found in the VAT Rule 2015-017 – Apportionment 

Formula for Financial Institutions (Clearing Banks) and VAT Guidance for Insurance 

Services respectively).  

To do the annual adjustment you use the apportionment calculation with the figures 

for the last 12 months. You should include the annual adjustment in your next VAT 

return. If you feel that the standard method of apportionment described above does 

not give a fair and reasonable allocation of costs to taxable and exempt supplies, you 

can apply to the Comptroller to use a special method. In your application you must 

detail the method you propose to use. You must not use a special method without 

written agreement from the Comptroller. 
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The following demonstrates the use of the standard apportionment formula detailed 

in the VAT Act. 

STEP 1 

Divide the taxable supplies (excluding the VAT) by the total supplies. If the taxable 

supplies are more than 0.90 of the total supplies you can claim all the input tax you 

have incurred. If the taxable supplies are less than 0.10 of the total supplies you can-

not claim any of the input tax you have incurred. If not continue on to Step 2. 

$30,000/$38,000 x 100 = 0.789   this is less than 0.90 so an apportionment calculation 

is required. 

STEP 2 

You must directly attribute any input VAT to supplies that are taxable or exempt - any 

VAT that you cannot attribute will relate to both taxable and exempt supplies and is 

referred to as residual input VAT. 

$1,000 directly relates to taxable supplies 
$0 directly relates to exempt supplies 
$1,200 relates to both taxable and exempt supplies and is the residual input VAT 

STEP 3 

You must apportion the residual input VAT using the apportionment method below. 

$1,200 x 0.789 = $947 

STEP 4 

You should only reclaim the portion of the residual input VAT that relates to taxable 

supplies and the amount of input VAT you have directly attributed to taxable supplies.  

You can reclaim $1,000 input VAT directly relating to taxable supplies and $947 resid-

ual VAT. Your total input tax reclaim for March would be $1,947 
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What if I put goods or services to a different use? 

If you intended to use goods and services for a taxable purpose and claimed the VAT 

on the cost as input tax but put them to a different use which does not provide for 

the recovery of VAT on the cost, you are making a self-supply of those goods or 

services and must declare output tax on the value.  Where only part of the goods or 

services is put to a different use you must apportion the value (the value being the 

lower of the original cost or the fair market value). You do not need to declare a self-

supply if the value applied to a different use is less than 10% of the original cost. 

What are the timescales for reclaiming input tax? 

You should normally reclaim input tax on the VAT Return for the period during which 

the supplier’s tax point occurred (the period in which it was supplied) or, for imported 

goods, the date of the importation. You must also hold the associated evidence to 

reclaim a deduction of input tax. If you are unable to reclaim input tax in the normal 

period because you do not hold the necessary evidence, you should reclaim the input 

tax on the next VAT Return for the period during which you receive the evidence. 

Can I reclaim input tax on goods and services I received prior to VAT registration? 

You may submit a claim to the Comptroller for import VAT or VAT you have been 

charged on goods and services you have purchased up to 24 months prior to VAT 

registration, provided you will use the goods or services to make supplies that will be 

subject to VAT after you are registered for VAT. 

 
What if I make an error when completing my VAT Return? 

If you make an error in the VAT amount you declare as output tax or input tax, you 

can amend the VAT Return for the period in which the error was made.  Errors of less 

than $500 will be posted to the taxpayer’s account and may be audited later.  Errors 

amounting to $500 and more will create a case on submission for review and may be 

audited immediately. If the discovery of the error is not prompted (for example by the 
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arrangement of a visit by the Comptroller) and is not considered deliberate, you may 

only be charged interest on any amounts owed to the Comptroller and the associated 

fine may be waived. 

How often do I have to submit a VAT Return? 

Businesses whose annual turnover exceeds $5 million are required to submit a monthly 

VAT Return and shall be required to file by electronic means and in such form and 

manner at specified times particulars of VAT invoices, credit and debit notes that 

were issued or received by the registrant. 

Businesses with an annual turnover of less than $5 million will be required to file a 

quarterly VAT Return. 

VAT Returns need to be filed within 21 days of the end of the VAT period.  

 
When am I required to pay any VAT due? 

You are required to pay any VAT due to the Comptroller within 21 days after the end 

of the VAT period so effectively you need to file your VAT return and pay any amount 

due by the 21st day of the month following the last day of a VAT period. For example 

if your VAT period ended April 30th, you are required to file your VAT Return and pay 

any VAT due by midnight on May 21st. Taxpayers whose filing period is more than one 

month may be required by the Comptroller to pay VAT in monthly installments and 

reconcile the payments against the filing of VAT Return for the specific period. 

Filling in your VAT Return 

If you are VAT-registered, you will have to submit a VAT Return at regular intervals.  

The VAT Return shows: 

• the VAT you have charged on your sales to your customers in the period - known 

as output tax; and  

• the VAT you have paid on your purchases - known as input tax.  
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If the amount of output tax is more than the input tax, then you pay the difference to 

the Comptroller. Generally VAT is reported on the invoice or accrual basis, however, 

there are two additional schemes that some businesses can use to help them work out 

and pay their VAT.  One scheme is the Cash Accounting Scheme, available for all 

business up to $1 million in turnover. The second method is the Flat Rate Scheme, 

which is a further simplification of cash accounting restricted to business up to $0.4 

million in turnover.  Businesses wanting to use the Flat Rate Scheme must apply to the 

Comptroller. Others will be automatically placed on the relevant accounting scheme. 

What is the Invoice or Accrual Accounting Scheme? 

The invoice or accrual accounting scheme requires that businesses account for output 

VAT based on when the supply was accrued in their books, according to the time of 

supply rules and not solely when cash is received.  This method requires the registrant 

to report VAT on all transactions, whether for cash or credit sales.  At the same time, 

the registrant is allowed to claim input VAT on any invoices that they may have in 

their possession whether or not the invoice has been paid. 

What is the Cash Accounting Scheme? 

The Cash Accounting Scheme lets businesses account for VAT on a cash basis.  This 

means that you would only declare your output tax on the VAT Return in the period in 

which your customer paid you.  Similarly, you would only declare and reclaim your 

input tax on the VAT Return in the period when you paid your suppliers.  The only time 

of supply or tax point rule that becomes binding is the point at which payment is 

made. 
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What is the Flat Rate Scheme? 

To further simplify cash accounting, the Flat Rate Scheme has been introduced to 

assist businesses that make supplies of goods or services at the standard rate of VAT 

with the administration of VAT. If you are approved to use the Flat Rate Scheme, you 

must still charge and collect VAT on your supplies at the standard rate.  However, 

rather than calculating your input tax each VAT period you apply the flat rate of VAT 

which is 7.5% to your gross sales receipts and pay this amount to the Comptroller.  

For example; 

You are a lawyer who provides $30,000 of services in a month. You will raise invoices 

for $30,000 + VAT at 12%, therefore collecting $3,600 of VAT from your customers. 

Rather than having to track, record and calculate the amount of input VAT you can 

recover on purchases, you apply the flat rate of VAT of 7.5% to your gross receipts 

(i.e. $33,600 x 7.5% = $2,520). Although you have collected $3,600 of VAT from your 

customers, you will only pay $2,520 to the Comptroller.  

This scheme is designed to alleviate the administrative burden on small businesses, 

not to provide a tax advantage, although some businesses may gain a small advantage 

whereas others will not. Once you have adopted the Flat Rate Scheme, you must use 

the scheme for at least 2 years before you can apply to come out of the scheme 

unless you exceed the threshold for the scheme, in which case you must notify the 

Comptroller who will remove you from the scheme.  

If you are on the Flat Rate Scheme you cannot recover any VAT incurred on purchases 

(unless they are capital expenditures) as input tax. 

Further details can be found in “VAT Guidance on the Cash Accounting and Flat Rate 

Schemes” and VAT Rule 2015-012 - Flat Rate Accounting Scheme and Requirements. 
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When can I claim a refund of VAT? 

If your input tax exceeds your output tax you will have an excess credit and may be 

due a refund.  

If your input tax exceeds your output tax, and you are required to submit monthly VAT 

Returns, you can carry forward the excess and use it to off-set any VAT due in the 

following tax period. If any excesses still remain, you may submit an application for a 

refund. However, if more than 50% of your taxable supplies are zero-rated you do not 

have to carry the excess through to the next tax period; you can submit a claim 

following the end of the tax period in which the credit arises. 

If you are filing quarterly VAT Returns and are due a refund you can file a claim after 

the end of the tax period in which the refund claim arose. You do not need to carry 

the refund on to the next VAT Return. 

It should be noted however, that any claim for a refund must exceed $500.  

It should also be noted that: 

• the Comptroller may request documentation to support your claim, such as 

invoices, receipts and tax credit or debit notes;  

• claims will normally be allowed by the end of the first calendar month 

following the date a claim for a refund is filed, although this can be delayed if 

there is the need to carry out an investigation to verify your claim; and 

• the Comptroller may also reduce your claim by any penalty, fine, interest or tax 

owing to the Comptroller or the Government. 

If you are likely to be constantly be in a refund position, for example, if you only 

make supplies at the zero rate of VAT, you should make the Comptroller aware of this 

as soon as possible so that your refund claims can be dealt with efficiently. 

  

The Bahamas General VAT Guide    Page     Version: July 1, 2018 23



Record keeping and accounts 

You must keep a record of all your supplies and purchases. This means keeping a copy 

of all sales invoices, debit and credit notes, receipts, and all purchase invoices either 

in paper or electronic form. All sales invoices must be sequentially numbered so if you 

spoil an invoice and have to issue a new one you must keep a copy of the spoiled 

invoice. If you do not hold a copy of an invoice on which you have paid VAT or import 

documents showing the VAT amount, you are not entitled to recover the VAT on these 

costs, so it is very important that you keep these documents. The records you keep 

must be such that the Comptroller can determine, with reasonable accuracy at any 

time, the liability of the taxable person to pay tax. In this respect you should 

maintain a copy of your normal accounting records, for example: 

• an up-to-date list of your sales and purchases; 

• income and expense accounts; 

• cash register rolls, audit rolls, and tapes or similar records; 

• bank statements; 

• records of supplies to staff and directors or self-supplies; 

• accounting instruction manuals, systems, programs and any relevant 

documentation in use to describe the accounting system; and 

• other records as required by the Comptroller. 

You should also keep a VAT file with a copy of each VAT Return submitted with the 

supporting calculations providing an audit trail back to the sales and purchase 

records. This would include a record of any apportionment calculations you have 

made and any VAT adjustments. These records must be kept for at least 5 years. 

Additionally, you must keep all VAT collected in an account separate and apart from 

all other funds collected by the business. 
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IMPORTS 

Goods and services that are subject to VAT when acquired locally will also be subject 

to VAT if they are imported into The Bahamas. This also ensures that a business in The 

Bahamas is not disadvantaged by having to charge VAT and can compete on equal 

terms with businesses not established in the Bahamas. Goods and services that are 

exempt from domestic VAT are also exempt from import VAT. 

Goods 

Goods are subject to import VAT at the time the goods are entered for home 

consumption in accordance with the Customs Management Act. Payment of import VAT 

on goods is collected by the Comptroller of Customs, so you pay the import VAT at the 

same time as you pay the Duty. Some businesses may be able to apply to defer 

payment of import VAT until the VAT return for the period in which the import VAT was 

incurred is filed or such other period as may be approved by the Comptroller. See VAT 

Form No. 38 Application for Deferment of VAT, for further information.  

The value of goods imported on which the VAT is calculated is the total of the: 

• customs value of the goods for the purposes of customs duty under the Customs 

Management Act; 

• amount of any customs duty, excise tax, environmental levy or surcharge, or 

any other fiscal charge or tax (other than VAT) payable on the importation of 

goods; 

• freight and insurance; and 

• amount of any customs service charge payable on the importation of the goods. 

Import VAT paid can be recovered as input tax on your VAT Return provided it relates 

to a taxable supply. 

Import VAT is not due on goods temporarily imported into The Bahamas.  
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Importations by Bahamians returning home 

A Bahamian who is returning home for permanent residence in The Bahamas may 

apply for an exemption from import VAT. The exemption is generally limited to the 

national’s personal and household effects (depending on certain conditions being 

met). Details of who can claim and to what the exemption applies to can be found in 

Regulation 20 of the VAT Regulations. 

Services 

The following guidance in relation to imported goods and services relate to both 

natural persons and businesses. 

Import VAT is due on a service imported into The Bahamas if that service would 

ordinarily be subject to VAT if supplied by a business located in The Bahamas. There is 

therefore no import VAT due on services imported into The Bahamas that are 

ordinarily exempt from VAT or subject to VAT at the zero rate if supplied in The 

Bahamas. 

A service is imported into The Bahamas if the supplier is outside of The Bahamas but 

the recipient is in The Bahamas. Ordinarily the place of supply of services is where 

the supplier is located; however, if the benefit of a service is enjoyed in The 

Bahamas, it is generally considered that the place of supply is The Bahamas.  

There are some specific rules for certain services: 

• if the services relate to cultural, artistic, sporting, educational, or similar 

activities, or relate to personal tangible property, the place of supply is where 

the activity takes place. 

• if the services relate to real property, the supply takes place where the 

property is located. 

• a supply of services of, or incidental to, transport takes place where the 

transport occurs and by the direct provider of transport service. 
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The following services are supplied where the customer uses or obtains benefit or 

advantage of the services, irrespective of the above rules: 

• a transfer or assignment of a copyright, patent, licence, trademark, or similar 

right; 

• the services of a consultant, engineer, lawyer, architect, accountant, person 

processing data or supplying information, or any similar services; 

• an advertising service; 

• the supply of personnel; 

• the service of an agent in procuring for a principal a service referred to in this 

subsection; 

• the lease of tangible personal property, other than transport of property; 

• the supply of goods via electronic commerce and the supply of internet access 

and similar services; and 

• the obligation to refrain from or pursuing or carrying on a taxable activity or 

exercising a right falling within the above services. 

The importer of the services is responsible for declaring the importation although the 

importer and recipient of the services are jointly liable for payment of import VAT. 

When the services are completed or the person or persons contracted to perform the 

services enter The Bahamas, the importer must: 

• declare the import to the Comptroller; and 

• pay the VAT due on the imported service: 

1. where the recipient is not a taxable person, within 7 days of the import; 

2. where the recipient is an unregistered taxable person, on the date stated 

on the notice of assessment; 
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3. where the recipient is a taxable person, within 21 days after the tax period 

in which the services were imported. 

If the imported service relates to a taxable supply, you can recover the VAT declared 

on the imported service as input tax when you file your return.  

If you are declaring the imported service on your VAT Return, the time of supply is the 

earliest of: 

• the date of payment; 

• the date of the invoice; or 

• the date the performance of services is completed. 

The value of an imported service is normally the consideration paid or payable; 

however, if a person imports services supplied by a related person and there is no 

consideration paid or the consideration is less than the fair market value, the value of 

the imported services will be the fair market value. 

 
How do I account for deferred import VAT? 

If you are permitted to defer import VAT you can self-account for the importation of 

goods and services on the VAT return rather than making a payment of VAT. You should 

self-account for the imported goods or service on the VAT return for the period in 

which the importation takes place. If you are entitled to fully recover the import VAT 

this will effectively mean the import VAT you are due to pay is offset against the 

amount of VAT you can recover. Instructions on how to defer VAT on imported goods 

and services are provided on the VAT return although you must not defer import VAT 

unless you have permission from the Comptroller to do so. 

EXPORTS 

Goods that are exported from The Bahamas are subject to VAT at the zero rate. This 

means that you do not have to charge VAT on your supply of exported goods but you 

can recover, as input VAT, any VAT you have incurred on costs relating to the supply of 

the exported goods. 

  

The Bahamas General VAT Guide    Page     Version: July 1, 2018 28



An exporter must, in order to obtain zero rating, identify goods at the port of exit and 

present any documents required by the Comptroller of Customs to show that the 

goods are leaving The Bahamas. 

Services supplied by a business in The Bahamas that are exported are also subject to 

the zero rate of VAT, which means that input VAT can be recovered on any costs 

incurred in providing the exported services. 

The following services are zero-rated exported services: 

• services directly relating to land situated outside The Bahamas; 

• services in respect of personal property that is situated outside The Bahamas at 

the time the services are provided; 

• services relating to goods that are in The Bahamas under temporary 

importation in accordance with the Customs Management Act; 

• services relating to the repair, maintenance, cleaning, outfitting, 

refurbishment, or improvement of a foreign-going aircraft or vessel; 

• a supply of freight and insurance directly relating to a supply of exported 

goods; 

• a supply of services made directly (not through an agent) to a non- taxable 

person resident outside The Bahamas which comprises of or the arranging of 

the storage, repair, maintenance, cleaning management, or arranging the 

provisions of a container temporarily imported under the Customs Management 

Act; 

• a supply of services to a non-resident owner of a ship or aircraft by a port 

authority (within the meaning of section 2 of the Port Authorities Act (Ch. 269)) 

or the manager of an airport in relation to a foreign going vessel or aircraft 

used in scheduled international commercial services;  

• services relating to the export of goods supplied to a non-taxable person 

resident outside The Bahamas; 
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• services relating to the transmission of calls and other telecommunication 

services supplied to a telecommunications carrier not conducting business in 

The Bahamas, that is not for use of persons in The Bahamas and where the 

registrant supplier does not charge an interconnection fee for providing 

services; 

• a supply of international transport services; 

• a supply of professional services where the place of supply is outside The 

Bahamas, including such services as legal, engineering, consultancy, 

accountancy, insurance, and advisory services; 

• supplies of services consisting of:  

o the filing, prosecuting, grant, maintenance, transfer, assignment, licensing, 

or enforcement of any intellectual property rights for use outside The 

Bahamas and incidental services thereto; and 

o the acceptance by a person of an obligation to refrain from pursuing or 

exercising, in whole or in part, any intellectual property rights for use 

outside The Bahamas; and 

o financial and other services, provided to a person treated as non-resident 

for the purposes of the Exchange Control Regulations where the benefit or 

advantage is outside of The Bahamas. 

Imports and transactions within the Port Area 

Within the Hawksbill Creek Agreement, Clause 2 states that all materials, supplies and 

things of every kind and description other than consumable stores which is of the 

opinion of the Port Authority necessary for the dredging, construction and erection, 

air-conditioning, equipping, fitting out, furnishing, landscaping, extension, 

completion, repair, maintenance, replacement and operation of “the Port Area 

Development” may be imported or removed from bond by the Port Authority or 
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Licensee free of all Customs Duties and taxes. This includes manufacturing supplies 

and administrative supplies as described within the Agreement. 

VAT will therefore not apply to the importation or removal from bond, by the Port 

Authority or a Port Licensee, of goods outlined in Clause 2 of the Hawksbill Creek 

Agreement and to which no Customs Duties apply. VAT will also not apply to any goods 

outlined in Clause 2 if supplied by the Port Authority to a Port Licensee or by one Port 

Licensee to another. 

It should be noted that “consumable stores” are excluded from duty free goods 

outlined in Clause 2, so the import and supplies of these goods will be subject to VAT. 

These include any article or thing imported for the personal use of a person or made 

available after its importation for the personal use, whether that person is employed 

or resident within the Port area or not. They also include articles sold to passengers, 

officers or crew of any ship, vessel or yacht including fuel and bunker supplies, except 

where provided to a vessel of 1,500 net tons or more. 

Any transaction that is not included in Clause 2 of the Hawksbill Creek Agreement will 

be subject to the normal rules outlined in the VAT Act 2014 and VAT Regulations. 

For clarification, 

• If a Port Licensee makes a supply of goods to a person in The Bahamas but 

outside the Port Area, this will be subject to VAT if it is a taxable supply. 

• If a Port Licensee makes a supply of goods that are not covered by Clause 2, 

irrespective of who the goods are supplied to, the supply will be subject to VAT 

if it is taxable supply. Goods and services that are exported outside The 

Bahamas, in accordance with the VAT Bill and VAT Regulations, are subject to 

VAT at the zero rate. 

• If a taxable person outside of the Port Area supplies goods covered by Clause 2 

to the Port Authority or a Port Licensee, they have to charge VAT. The Port 

Authority or a Port Licensee that incurs VAT on goods covered by Clause 2 can 

submit a claim for the repayment of the VAT incurred to the Comptroller. 
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Services provided by one Port Licensee to another are subject to VAT unless exempt in  

accordance with the VAT Act 2014 Schedule II. Further details can be found in the VAT 

guidance “VAT and the Hawksbill Creek Agreement”. 

What is VAT grouping? 

Transactions between separate entities, even where there is common ownership, can 

be subject to VAT. This can create a VAT cost and restrict the way in which companies 

under common ownership are structured. This is particularly relevant for group 

structures where companies within the group make exempt supplies. 

For example, a group may have two companies one making taxable supplies and the 

other making exempt supplies. However, the staff costs could all be incurred in the 

company making taxable supplies that then recharges a portion of these costs to the 

company making exempt supplies. Any recharge for the staff costs will be subject to 

VAT which can cause a cash flow issue and as the receiving company cannot recover 

any VAT incurred on costs it will result in a VAT cost for the group.  

VAT grouping permits a group of entities to apply to be treated as a single taxable 

person for VAT purposes. The VAT registration is made in the name of the 

“representative member” under whose Tax Identification Number (TIN) the VAT return 

for the Group will be filed. Any entity within the VAT group can be elected to be the 

“representative member”. The registration is made in the name of the representative 

member, who is responsible for completing and rendering the single return on behalf 

of the group. Whilst the representative member is responsible for paying the VAT or 

receiving any repayment due, all the entities are jointly and severally liable for any 

VAT debts. Supplies between group members are normally disregarded for VAT. 

If any member of the VAT group makes supplies that are exempt for VAT then the input 

tax for the whole VAT group would need to be apportioned. This can have advantages 

or disadvantages depending on the amount of VAT exempt supplies made by the 

group. The conditions for joining or forming a VAT group are as follows: 
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• All members of the VAT group must be related persons in accordance with Part I 

section 7 of the VAT Regulations or other conditions as stipulated by the VAT 

Comptroller (See VAT Rule  2015-004 - Group Registration) 

Registration as a group is not allowed where: 

1. a resident and a non-resident form part of the same grouping, except where 

the entities are related financial institutions both operating from inside the 

Bahamas; or 

2. a Port licensee and a person who is not a Port licensee form part of the 

same grouping, except where all input and output supplies receive the same 

VAT treatment both inside and outside the Port Area 

VAT grouping is optional and at the discretion of the Comptroller. If you would like to 

apply for VAT grouping you should complete VAT Form 7c and provide the necessary 

supporting documents to the Comptroller for consideration. 

Transfer of a going concern 

The sale of a business by a VAT-registered supplier would ordinarily be subject to VAT.  

This can cause problems in respect of cash flow for the buyer, as they would need to 

pay the seller VAT and then claim it back on their VAT Return. To assist with the ease 

of a transfer of a business, the Comptroller provides a concession whereby the 

transfer of a business that is a going concern is subject to VAT at the zero rate. This 

means that the seller can recover the VAT on the costs incurred in selling the business 

and the buyer does not have the cash flow issue in respect of acquiring the business. 

There are certain conditions that have to be met for the sale of a business to be 

treated as a transfer of a going concern. For example: 

1. If the business is a taxable business, both the seller and the buyer have to be 

registered for VAT before the transaction takes place. 

2. The business being transferred has to be a going concern, in that it is not 

dormant or a prospective business but one that is an income producing activity. 
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3. If part of the business is being sold, that part must be capable of operating as a 

going concern separately from the rest of the business. The buyer does not 

have to undertake the same taxable activity as the seller. 

4. Notice in writing has been submitted on the necessary form signed by both the 

seller and the buyer, 14 days prior to the date of the sale or transfer. 

The business being transferred does not have to be profitable, for example, the 

business may be transferred to a liquidator or receiver. If you intend to change the 

legal status of a business, such as a change from a partnership to a company, this 

transfer can also be treated as a transfer of a going concern. Details of all the 

conditions for a transfer of a going concern can be found in Part II section 16 of the 

VAT Regulations and VAT Rule 2015-025 – Treatment of Going Concern. 

Objections and Appeals 

The VAT law empowers the Comptroller to make decisions on any matter pertaining to 
the taxpayer or their obligations to the VAT Department. 

If aggrieved by an appealable decision of the Comptroller, you may lodge an objection 

with the Comptroller using the prescribed forms. If you are not satisfied with the 

decision of the Comptroller, then you may appeal to the VAT Appeal Commission and, 

if still not satisfied with the decision of the VAT Appeal Commission, you may then on 

a point of law, take the matter to the Supreme Court.  

You may find the following document useful to read for further explanation on 

specific issues:- 

VAT Act 2014 

VAT (Amendment) Act 2015 

VAT Regulations 

VAT Rules 

VAT Guidance Notes (specific industry guidance notes) 
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CONTACT US 

Further information be obtain from the Taxpayers Services help desk: 1-242-225-7280 

Or you can contact us by email: taxinquiries@bahamas.gov.bs 

Or you can write to: 

Department of Inland Revenue 

Central Revenue Administration 

P.O. Box N 413 

Nassau, N.P., Bahamas 

http://inlandrevenue.finance.gov.bs/value-added-tax/  
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