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The following information relates to the enactment of The Insurance (Portfolio Insurance

Companies) Regulations, 2015 and the commencement of related sections of The Insurance

(Amendment) Law 2013. The changes permit licensed insurers established as segregated portfolio

companies to incorporate one or more of their cells as “portfolio insurance companies”.

The Insurance (Portfolio Insurance Companies) Regulations,
2015 (the “Regulations”)

Following the implementation of the Regulations on 6 January 2015, The Insurance Law,
2010 (the “Law”) was amended to allow for a segregated portfolio company (“SPC") to
register subsidiary companies as portfolio insurance companies (each a “PIC") with the
Cayman Islands Monetary Authority (“CIMA").

Historically, as an SPC is one legal entity (notwithstanding that, within that entity, there
may be multiple segregated portfolios), the segregated portfolios forming that SPC (or
“cells”) cannot conduct business or contract with each other. PICs provide a practical
legal solution for Cayman Islands SPCs to transact insurance business between cells. Since
PICs have the express power to contract with the SPC, any cell and any other PIC related
to the controlling relevant insurer SPC, it now allows for PICs within the SPC structure to
participate in different cellular insurance strategies. An exempted company whose voting
shares are held by a cell can register with CIMA as a PIC to undertake ‘insurance business’
that is within the scope of the insurance licence held by its controlling relevant SPC.

What are some of the key advantages of the change to the
Law?

+  The Regulations allow an SPC insurer greater flexibility to contract and provide a useful
exception to the general inability of cells to contract with each other. A PIC may enter into
any contract with any person including: (i) the SPC insurer acting on behalf of any of its
cells; (i) its SPC insurer acting otherwise than on behalf of any of its cells; or (iii) any other
PIC.

+  Conflicts of interest may be more easily avoided as the PIC has separate legal identity and
its own board of directors, who may well be different to those of the SPC.

« Itwill arguably be easier in future to hive-off and distinguish the PIC as a stand-alone fully
licensed insurance company.
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What is the procedure for registering a PIC?

An exempted company that is controlled by an SPC insurer may make an application in
writing to CIMA to register as a PIC. The exempted company is required to file a business
plan containing prescribed details as part of the application process. The exempted company
is also required to provide full details of its directors, managers and officers together with
written consent from the parent SPC insurer to the registration of the exempted company as
a PIC. Provided CIMA is satisfied that such directors, officers and managers are fit and proper,
the business plan is satisfactory and that the exempted company will be able to comply with
any applicable requirements of the Money Laundering Regulations, CIMA may approve the
application and issue a certificate of registration as a PIC to the exempted company.

The PIC legislation provides a process to transfer existing insurance business written by the
SPCinsurer, for the account of a cell, to the PIC. The directors of the SPC insurer are required to
provide an affidavit to CIMA confirming: (i) the nature of assets and liabilities of the relevant cell
of the SPC insurer; (ii) that immediately following the transfer and assumption the relevant cell
of the SPC insurer will be solvent; (iii) that the transfer is bona fide and not intended to defraud
creditors; (iv) that a receivership order has not been issued and that all creditors of the relevant
cell of the SPC insurer (which for this purpose does not include policyholders) have consented
in writing to the transfer and assumption or notice has been given and 95% of the creditors
have consented to the transfer and assumption.

Upon registration of the PIC or upon a later date within 30 days, the rights and property and all
liabilities of the SPC insurer, for the account of the relevant cell, willimmediately vest in the PIC.
Any existing claims or proceedings pending at the time of the transfer and assumption against
the SPC insurer, for the account of the relevant cell, shall survive and continue against the PIC.
Accordingly, the effective result is that a cell of an SPC can be incorporated into its own PIC.

Are there any ongoing obligations to maintain PIC status?

A PIC is required to be controlled, at all times, by the SPC insurer. In addition, the PIC is subject
to a broadly similar regime as the SPCinsurer. The PIC is required to: (i) carry on business only in
accordance with the information given in its business plan; (ii) maintain a margin of solvency in
accordance with the prescribed solvency requirements; (iii) maintain adequate arrangements
for the management of risks; (iv) maintain capital in accordance with the prescribed capital
requirements; (v) maintain an effective system of governance approved by the Authority; and
(vi) prepare audited financial statements within six months of the end of its financial year.

Are there any other restrictions or limitations?

+  The name of the PIC must include the letters “PIC" or “P..C." or the words “Portfolio
Insurance Company”.

* AnSPCinsurer is only permitted to control one PIC on behalf of any relevant cell.

+  The directors, managers and officers of the PIC may be the same as the SPC insurer but
this is not a requirement.

*  Whilst the PIC must issue all voting controlling shares to the SPC for the account of the cell,
non-voting shares in the PIC may be owned and held by any person provided that CIMA's
prior written consent is obtained.

*  The insurance manager of the SPC insurer and the PIC must be the same and their
respective accounting year end dates must also be the same date.
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This publication is for general guidance and is not intended to be a substitute for specific
legal advice. Specialist advice should be sought about specific circumstances.

If you would like further information please contact:

Chris Humphries

Managing Director

Tel: (345) 814-7911
chris.humphries@stuartslaw.com

Jonathan McLean

Partner

Tel: (345) 814-7931
jon.mclean@stuartslaw.com

Our organisation

Stuarts Humphries is a leading Cayman Islands legal practice with interna-tional reach.
Offering a full range of corporate and commercial legal advice together with a constant
client focus, our experienced attorneys assist our clients on their most signifi-cant and
challenging commercial transactions, structures, liabilities and obligations.Our proven
track record in advising leading international Law Firms, Investment Managers,
Investment Companies and High-Net-Worth individuals is a result of the deep understand-
ing of our markets.

At Stuarts, we strive to build and maintain lasting relationships with our clients through the
combined legal expertise and business acumen of our practice groups and by providing
outstanding service.
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