Guidance Notes on Setting up an International Bank
in Saint Lucia

General

Aninternationd bank canbeestablishedin S. Luciaunder thelnternationa BanksAct, 1999 (theAct). This
isthelegidationthat governstheoperation of internationa banksdoing busnessfrom S. Lucia TheAct, and
regulationsmadethereunder, outlinetherequirementsand procedureto befollowedin goplying for alicence.

Thefirg sepisanapplicationtotheMinigter of Internationd Financid Services(theMinigter) for hisconsent
toincorporateaninternationa busnesscompany in . Luciafor the purposeof carrying oninternationa
banking busnessfrom St. Lucia. Thisprocessisessentialy theduediligenceexerciseontheparent
company and theindividudsinvolved andiscarried out by the Financid Services Supervision Unit (FSSU).

Atthetimeof submitting theapplication for consent, the substantive application for abanking licenceisdso
submitted totheMinigter through the Director of Internationd Financid Service(the Director) whoisthe
head of the FSSU. Thisexerciseisan assessment of thebanking businessintended to becarried out and
involvesabusnessplanwith al therd evant technicd and commercid data

Normally, adecisiononboth applicationswill begiven at thesametime. Theapprovd of thebanking licence
a thistimewill besubject to theincorporation and capitalisation of thecompany.

Types of Licence

Applicationswill beconsdered for two (2) typesof licence. ThefirstistheClass‘ A’ Licence. Thisisa
genera banking licencewithout restriction asto withwhom thebank can do business Theother typeof
licenceisaClass'B’ licence. Thislicenceredtrictsthe personswithwhomthebank candobusiness The
goplicationfor aClassB licencemustincludealistintheform of an undertaking of the personswithwhom
thebank will bedoing business. Withthe permission of theDirector, thislist may bemodified after thebank
hasbeen established.
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Capital Requirements

TheAct stipulatesminimum capita requirementsfor eachtypeof licence. Inadditiontothecapita
requirement, each bank isalso required to maintain adeposit of $100,000.00in an gpproved bank (not
necessarily inSt. Lucia). Thelicensed bank will berequiredto giveawritten undertaking that it will keep
and maintainthat deposit freeand clear of al encumbrancesduring thecurrency of thelicence.

Inthecaseof aClassA licencetheminimum paid up capita requirement is$1,000,000.00. Inthecaseof a
classB licencetheminimum paid up capita requirement is$250,000.00. TheMinister reservestheright to
vary thelevd of initid capita requiredin certain circumstancese.qg. Wheredepositsor loansareexpectedto
beextremely largeat or near inception, or wherethenatureof thecapitd issufficiently illiquid soastogive
risetoconcerninthisregard.

Capital Adequacy Criteria

TheFinancia Services SupervisonUnit of S. L uciahasadopted the risk-based approach to assessthe
capital adequecy of internationa bankslicensedin &. Luciaunder thelnternational BanksAct.

Theframework isasfollows-

i) All assetsrecorded ontheba ance sheet of afinancia indtitution aswell astheir off-baance
sheet exposuresare assigned to broad risk categories.

il) Thetotd of therisk adjusted assets, both on and of f balance sheet, iscompared tothelevel
of aninditution’scapitd.

i) Thequdifying capita comprisesTier | or Core Capital and Tier |1 or Supplementary
Caoitdl.

V) Theratioof capitd (Tier | and Tier 11) to risk weighted assetsshould beaminimum of 8%
of whichthecoredement (Tier 1) should beat |east 4%.

Detailed below arethe Congtituentsof Capitd, the Risk Weightsfor On-Ba ance Sheet Assetsand the
Credit Conversion Factorsfor Off-Bal ance Sheet Items

Condtituentsof Capital
A. Tier 1Capital or CoreCapital consistsof Equity and Disclosed Reservesi.e.:

0) Issued and fully paid ordinary shares'common stock and rel ated surplus (share premium).
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(i) Fully paid perpetua non-cumulative preference sharesand rel ated surplus.

(i) Satutory Reservesasrequired by theBankingAct or thelnternational BanksAct.
@iv) Capital ResarvesexdudingAssat Reva uation Reserves,

() Generd Reservesexcluding Generd Reservesor Provisionsfor lossesonassats.
(M)  Retained Earningsassatedintheaudited financid satements

Notethat the $100,000 statutory cash depositisnot included inthecal cul ation of capital.

B. Tier 2Capital or Supplementary Capital consstsof:

0) Fixed asst reva uation reservesarising fromaforma reva uation of thefinancid indtitution’sredl
edtate property but limited to onereval uation every fiveyearsand up to 20%of Tier 1 Capitd.

(i) Securitiesrevauation reserveswhich arisefromthepracticeof holding securitiesintheba ance
sheat valued at historic cost. Thedifferencebetweenthehistoric cost andthemarket vaueis
discounted by 55%.

(i) Generd Provisonsor General Reservesfor losseson assetsi.e. provisionsand reservesnot
ascribed to specific assets. Generd provisionsor generd loanlossreservesmadefor specific
assetsarenot digibleforincusonincapita. Generd provisonsor generd loanlossreserves
whichqudify forinclusoninTier 11 dososubject toalimit of 1.25% of risk-weighted assets.

@iv) Hyhbrid debt capita instruments, i.e. arangeof insgrumentsthat combine characterigticsof equity
capital and of debt e.g. perpetud cumulative preference shares, long term preferenceshares,
perpetud subordinated term debt and mandatory convertibledebt instruments, they should meet
thefollowingrequirements-

> they should beunsecured, subordinated and fully paid.
> they should not beredeemableat thediscretion of theholder.
» they should beavailableto absorblosses.

» sarviceobligationsatached to theingrument should bedeferrable.
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) Subordinated debt includes conventiona unsecured subordinated debt capital insrumentswitha
minimumorigind fixed termtomeaturity of over fiveyearsand limitedliferedeemablepreference
shares. Suchingrumentsare subordinated to theclaimsof both depostorsand generd creditors
and arelimited toamaximum of 50%of Tier | capitd.

C. Deductionsfrom Capital
FromTier 1:

Goodwill arigngfromtheacquidtion of assts

FromTotd Capitd:

Investmentsin subs diariesengagedin banking andfinancid activitieswhich arenot consolidatedin

nationd systems(deductionswill bemadeagainst total capita baseand suchinvestmentswould not be

includedintotd assts).

Other IntangibleAssetse.g. thecapitdization of formation and other preliminary expenses.

Risk Weightsfor On-Balance Sheet Assets
A.  ZeroPercent Risk Weight
a Locd andforeigncurrency.
b) Depostsat the ECCB i.e. reserveaccount balancesand specid deposits.

c) Treasury Billsand other securitiesissued or guaranteed by Centrd Government.

d) Clamsonlocd governments, statutory boardsand other public sector entitiesin CARICOM and
goproved foreign countriesandlcansto theseentities, dl guaranteed by the Centra Government.

e) Clamson CARICOM and gpproved foreign Centrd Banksand Centrd Governmentsand other
obligationsfully guaranteed by theseentities.

f) Clamsfully secured by cash ondeposit a thereporting inditution or Central Government securities
andguarantees.
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B. Twenty Percent Risk Weight

a Clamsondomedticfinancid ingtitutionsand other financid inditutionsincorporated in CARICOM or
goproved foreign countriesand loansguaranteed by suchinditutions.

b) Clamsonmultilaterd development banksand daimsguaranteed or collaterdized by securitiesissued
by such banks.

c) Bankers acceptancesheld aspart of aninditution’sinvestment portfolio.
d) Cashitemsintheprocessof collection.
C. Fifty Percent Risk Weight

Loansfully secured by mortgagesonresidentia propertiesthat areor will be occupied by theborrower
or that arerented.

D. OneHundred Percent Risk Weight
a) Clamsontheprivatesector.
b) Otherloansand advances.
¢) Premises plant and equipment and other fixed assets.
d) Red edateandequity investments.
€) Capitd indrumentsissued by other financid inditutions (unlessdeducted from capitd).

f) All other assts.

Audit requirement

Theapplication must include confirmation from an goproved auditor (can bean auditor fromoutsdeof St. Lucia
with consent of theMinigter), intheformof aletter, that hehasagreed to carry out theannua audit required under
theAct.
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Local Attorney Requirement

Theregulationsrequirethat anatorney practicingin &. Luciabegppointed. A letter fromtheattorney accepting
theengagement must beinduded with thegpplication.

Resident Director Requirement

Aninternationa bank must haveat |east two directorsoneof whom must bearesident of &. Lucia All directors
must benaturd persons. Most registered agentsprovidethisservice,

Local Management Requirement

TheAct doesnot mandatetheappointment of alocal manager. However, the gpplicationformcalsfor
particularsof how banking management servicesareto beprovided. Registered Agentsarenot permitted by the
Director, to beinvolvedin management of abank.

Corporate Management Requirement

Thelnternationd BusinessCompaniesAct requirestheappointment of aRegistered Agentin &. Lucia, whowill
incorporatethecompany and providetheregistered office. TheRegistered Agent dso maintainsthevarious
registers(shareholders, directorsand corporate secretary), which must bekeptin St. Lucia. Thisispart of the
sarvicethat most registered agentsprovide. A corporate secretary must a o be gppointed and whilst thisdoes
not necessarily havetobein . Lucia, thisisgenerdly preferred.

The Application for Consent to incorporate the Bank

Thismay beprepared by your registered agentin St. Lucia. Inorder todo soyouwill needto providethe
fallowinginformationand documentation:-

0) Particularsof theapplicant (in somecasesthiswill bethe parent company of the proposed bank).

(i) Particularsof the shareholdersand directorsof the gpplicant/parent company. Inthecaseof apublic
company quoted on arecognised stock exchange, thiswill not normally benecessary.

(i) Particularsof the company to beincorporated, (the proposed company), i.e. thename, address, nature
of thebusiness, thenamesof the proposed directors.
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(iv) A duediligencequestionnaireto becompleted by each director and sharehol der of the proposed
company. Wherethe parent company isnot apublic quoted company, the shareholdersand
directorsof the parent company whowill not participatein the proposed company must dso
completeaquestionnaire. If therearealargenumber of such shareholders, only thoseholding more
than ten percent (10%) of theissued sharesneed to completethequestionnaire.

() A notarised copy of -

i. the photo page of the passport;
ii. thedriver'slicence

iii.of eachdirector / shareholder.

(i) Confirmation of the current home addressof thedirectorsand shareholders, e.g. acopy of acurrent
utlity bill.

(i) A policereport oneachdirector and sharehol der of the parent company and of the proposed
company.

(vii)  Abanker’sreferencefor each director and sharehol der.
(x)  Alawyer’'sreferencefor eachdirector and shareholder.
® Anaccountant’sreferencefor each director and sharehol der.

(i) CurriculumVitaefor each director and sharehol der.

The Application for a Banking License

Again, thismay becompleted by theregistered agentin . Lucia. Inorder todothisyouwill needto provide
thefallowinginformationand documentation:-

@ Theclassof licencerequired.
(b) Theamount of sharecapital of the proposed company and the par vaueof each share.

© Themethod of raisng thesharecapitd (e.g. cashinvestment by parent company).
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@

©
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©
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0
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®

0

Certified evidenceof capital and deposit requirement. Thistakestheform of anotarised declaration by
thesharehol der of the proposed company stating how itisproposed to capitalisethe company and an
undertaking that the sharehol der will providethe capital and deposit required after thecompany has
beenincorporated. Wherepossiblethe shareholder should provide proof that the capitd exists.

A duly completed and executed* Statutory Declaration’ intheprescribed form, acopy of whichis
attached, by each director and senior manager of the proposed company. Pleasenotethat this
declaration must benotarised.

A notarised certified copy of theincorporation/condtitutiona documentsof the parent company.
Particularsof any sharehol dersloansto the proposed company.

Three (3) years(at least) projected income statement of the proposed company.
Comparativefinancid satementsof thelast three(3) yearsfor the parent company.

Financid statementsfor the parent company for the current year up to theend of themonth beforethe
aoplicationisbeing made.

Inthecaseof there-domiciliation of an existing company, (9) and (10) abovemust besuppliedin
relationtothat company.

Thebusnessplanfor the proposed company. Thebusinessplan shouldinclude:

> Anorganisationa chart showing thegroup structure, wheretheA pplicant isamember of a
group.

> Aneconomic benefitschart showing theflow of economic benefitswherethisisnot plainand
obviousfrom reading of thebusinessplan;

> A detailedfeashility study explaining why the proposed company wishestoestablishan
internationa bank andtheassumptionsunderlying thefinancid projections.

> A dearly definedligt of intended depositors (inthe case of gpplicantsfor aClassB licence);
> A detailed account of how interest hasbeen calcul ated;

> Detalled assumptions (ind uding security measuresand risk management procedure) pertainingto
derivative contracts, e-banking, etc. inwhich the proposed company may becomeengaged;
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> A full account of the proposed company proposed Investment Strategy including evidencethat
the propased company will maintain awell-balanced and diversfied portfalio.

> Detailsof theApplicant’sadminigrativecontrols, showing thedivis on between operationd and
adminigrativefunctionsandindicating thechecksinplace

> A risk analysisreport evidencing that the applicant hasandysed therisksinherent inthetypesof
activity proposed

> Detailedinformeation on the propased company corregpondent banking relationships, including
information onthe correspondent banksthemsdves.

> WheretheA pplicant isan existing bank detailed Capita Adequacy Computation Worksheets
based on the assetsincluded in each projected ba ance sheet and computed in accordancewith
Badeprinciples.

> Detalled Capita Computation Worksheetsbased on the Capitd itemsin each projected baance
shedt.

> Requisteauthorisationsand consentsfromthehomeregul ator or that of aparent company, as
aopropriae.

> Thebus nessrecord, competence and experience of the personswhowill operateand manage
thebank.

> Detailsof thenatureand sufficiency of thefinancid resourcesof the parent company andthe
bank, and

> Detail sof the soundnessand feasibility of the plansof thebank for the conduct and devel opment
of thebank’sbusiness.

If necessary your registered agent may beableto assstin compiling thebusinessplan or any part of it. In
any event, theregistered agent will review thebus nessplan and projectionsto ensurethat they meet the
expectationsof theDirector.

Detallsof corporatestructure. Thisrequiresinformation asto any other companieswithinagroup, e.g. parent,
atecompaniesand subsdiary companies.
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The Application to Incorporate

Oncethe consent to incorporate hasbeen granted, the registered agent will proceed toincorporatethe
company based ontheinformation provided for thegpplications. Aninternationa bank would normaly be
exempt fromtaxationinSt. Lucia. Thereisan option however, to dect to pay incometax at therateof 1%
which may haveadvantagesin somestuations.

When the company hasbeenincorporated, theregistered agent will preparethe minutes, resolutionsand
other organisationd documentsneededto:-

(@ appointthedirectors

(b) issuetheshares

(©) openbank accounts

(d) securethegatutory deposit required under theAct, and

(© meetany other requirements.

Redomiciliation

Whereacompany isbeing redomiciledinto S. Luciafrom another jurisdictiontheregistered agent will need
thefollowing additiond information and documentation:-

(@ acopy of theMemorandum andArticlesof thecompany;
(b) acopy of the Certificate of Incorporation of thecompany;

(© aduly executed resolution of theboard of directorsof thecompany authorisngthe
redomidiliation of thecompany into S. Lucig;

(d) aCetificateof Good Standing fromthecompany regisiry of the Country fromwhichthe
company ismoving; and

(e acopy of theorganisationa documentsand respectiveregistersof thecompany, uptothedate
of theredomidliaion.
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After the Grant of the License

After thelicensehasbeen granted the Director will expect to have been provided with thefollowing within
ninety (90) daysof thegrant of thelicence:

(@ origind (or notarised) bank statement showing that the capital hasbeeninjectedintothe
company wherethecapita iscash, or other evidenceof capitalisation asthe casemay be;

(b) origind (or notarised) certificate of deposit showing that the $100,000.00 security depositis
being held at an gpproved bank; and

(©) aduly executed Agreement of Undertaking by thecompany infavour of the Government of S.
L uciainrespect of thesecurity deposit.

Thelaw firmor registered agent can prepareitem (3) aboveand forward samefor execution by theparties.

Books and Records

Every licensed bank isexpected to maintain permanently at itsprincipd officein . Luciabooksof accounts
andrecordsof itsbanking business.

Reporting Requirements

Operatorsareexpected to know and comply with thevariousreporting requirementsunder theAct, the
Regulationsand conditionsof thelicence.
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Government and Professional Fees

(A)  Application/Licence/ Incorporation

1. CLASSA
(i) Government Fees $25, 800.00
(i) Professiond Fees $15,000.00 to $20, 500.00
2. CLASSB
0} Government Fees $15, 800.00
(i) Professiond Fees $15,000.00 to $20, 500.00
(B) Annual Fees
1. CLASSA
(i) Government Fees $25, 300.00

(i) Registered Agent/ DirectorshipFees  $10,000.00 to $12, 350.00

2. CLASSB

0} Government Fees $15, 300.00
(ii) Registered Agent/ DirectorshipFess ~ $10,000.00 to $12, 350.00

Note: Intheyear of incorporation thereisonly onesat of Government Fees, i.e. theamount paid
at incorporationwill cover upto 318 December of theyear of incorporation. Theannual feesin
theyear of incorporation will beapplied pro-rataup to 31% December intheyear of
incorporation.
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