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NAMIBIA FINANCIAL
INSTITUTIONS SUPERVISORY AUTHORITY

— Safeguarding the Nation’'s Wealth! -

December 14, 2004

Enquiries: Ms. N. N. Kutyowa

TO:  ALL PRINCIPAL OFFICERS OF SHORT- TERM INSURANCE AGENTS, BROKERS AND RE-

INSURANCE BROKERS
2

Circular Letter: PUST/Z2004

REGISTRATION OF SHORT-TERM INSURANCE AGENTS, BROKERS AND RE-INSURANCE
BROKERS

In terms of section 25 {1) of the Namibia Financial Institutions Supervisory Authorify Act, (Act no. 3 of 2001),
all registered persons are required fo pay levies to NAMFISA.

'_Kin_dly, be informed that the levies for the coming levy year {commencing April 04, 2005 o March 31,
" 2008) every person and company registered in terms of secfion 53 of the Short-ferm Insurance Act, {Act no.

4 o£1908) wil bé required fo pay the following levy:

{2) Annuallevy: ‘ 'N$ 1,000.00
{b) Dispensation levy equivalent to 1% of the gross premium income leaving the
country.

Annual levies must be paid in two equal installments, the first instaliment due on the 30 September 2005 fo
be paid not later than 31 October 2005 and the second Instaflment due on 31 March 2005 fo be paid not -
later than 30 April 2006. ‘

Dispensation levies must be paid monthly after the payment of the premium to foreign insurers. |

The levies payable in term of this niotice must be paid fo the Namibié_ Financial Institutions Supervisory
Authority (NAMFISA) via a deposit into the bank account, or paid at the office. The hank parficulars are as
follows: ‘

RUN Account No: 62062664141
\;@ First National Bank Namibia :
Windhoek Corporate Branch (Branch Code No. 281872)

Interast will be charged on amount of overdue levies at the rate equal to the prevailing prime overdraft rate
of First National Bank of Namibia. The levies referred to in this notice are af VAT-exempt.

The Namibia Financial Institutions Supervisory Authority would like fo take this opportunily to exprass our
appreciation for the effort respective individuals and companies have been making to honour the prescribed
levies on fime. ' :

@ PO.Box 21250 Windhoek NAMIBIA @ 154 Independence Avenue ® 8th Floor, Sanlam Cenire
® Tel: (+264 61) 290 5000 @ Fox: {+264 61} 256303 & E-Mail: info@namfisa.com.na




NAMIBIA FINANCIAL |
INSTITUTIONS SUPERVISORY AUTHORITY

Safeguarding the Nation’s Wealth! -

10 July 2006

The President
NIBA
Windhoek .
By Hand

e

-DearMr. PC Cilliers
FEEDBACK ON INDUSTRY MATTERS: DiSPENSA’]_?ION

Namibia’ Insuxance Association (NIA) requested us to obtain intemal legal opinion on
dispénsation. Since the dispensation affects the brokers and agents, the Registrar of
Shortterm Insurance hereby forwards the documents to Namibm Insusance Bmkems‘

Association (NIBA)

Kindly,permeandpmwdeusmﬁ;yommomendwmswﬂhmudaysﬁomthedate
_ofﬂa.zsiettar

We hope ﬂmt you would find the above in order. However, 1f you reqtm'e cianty, please

Ex

e PO. Box2125(} Windhoek NAMIBIA @ 154 Independence Avenve @ 8th Floor, Sunlam Cenire
@ Tek (264 61) 290 5000 @ Fox: [+264 61) 256303 @ E-Mml mi'-o@mmﬁsu com.na




NAMIBIA FINANCIAL
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- Safeguarding the Nation’ SINILKNLHTMEM

LEGAL BRIEF

SHORT-TERM INSURANCE

TO: Mareelina {Gaoses, Gys Kirsten
CC: Rainer Ritfer

FROM: Adoltfl)enk

L  DISPENSATION OF INSURANCE
A.  INSURANCE BROKERS

za)and(mmdw

(I% pmonshaﬁ, aﬁerﬁzee.@nyqf%da}wﬁomﬁzewmemnmfofmm carry on short-
n Natgibia unless such person is regi.steredto canyonsudzbmmesx

Th:smakesxtrlearﬁmtas anﬂeonlyregnsteredmsnmrsormurersmaym'yonshm-
teim incurance business fn Namibia and not foreign & mm's or remsurers. However, section

22 conmmsanexcept:ontothlsmle

@ PO.Box 21250 Windhoek NAMBIA ® 154 ndependence Avenue @ 8t Floor, Sanlum Cenfre
@ Tol: {4264 61) 290 5000 € Fexx: {264 61) 256303 © E-Mail: info@namfisq.com.na




(2) Norwithstanding the provisions of subsection (1), the Regisirar.zaay, f he or.she.is satisfied that
QELIeT I ISR er at

nort=terin nSyrance coy

7 registered insyrer or reinsurer con.n avy particulor case provide SHOKLAETINILSHEAUG
eguitable.terms, grant exemption Yo any foreisn insurer.ovfoxeigneinsurer-todssue. o plicy
 papbla-inNemibia fathe.currency. of Nemibia 1o provide such cover.

- This empowers the Registrar to grant exemption to a foreign insurer ox refnsurer to provide
insmrance cover and thus to issne a policy payable in Namibia in Namibian doliar. This is
* jnsportant as the foreign insurer may not pay the policy in South African Rand, for instance;
neither can the policy be paid in South Africa. : _ -

Significantly -and this is the only instance where the Registrar can exercise his discretid]

Reégistrar must be satisfied that a Jocal insurer or reinsurer is not able to offer the infnra
cover sought 1o be mnderwriitten by the foreign insurer at equitable terms. It can b
that “equitable” means what constitutes “fair value” in the discretion of the Re 5

Furthermore, since the exemption is granted to the foreign insilrer, it is ol
may apply to issue a policy payable in Namibiz in our currency. The foxel
) however, appoint a broker to apply to the Registrar on its behalf. -

It seems the rationale for this section is to prevent excessive i 18
market.

Practically, therefore, a client may approach a brokey to solicit nsurance eover outside
Namibia. I the same cover is offered by a foreign ipfgrer at a cheaper rate, the foreign
tnsurer may appoint the broker to lodge an applifatiotrwith the Registrax for approval to

i $ie minimum confain a comparison of the
erms/caver.of the.domes pthe foreign conizact, and 2 comparison of B
the preminms payable under-both. Only g Registrar is convinced that the terms (including
premium, but net solely preminm) of {he locil contract does not constitute fair valuae, is he or
she entitled to approve the underwig '

In the final analysis, brokers gr
“place business with foreign thsgrérs, with the prior approval of the Registrar. Should a broker
Zommitting a criminal offence, punishable upon convictior with

contravene this rude it wol,
*_ 1fine not exceéding N§130 600 or to imprisonment for & period not exceeding 10 years or to both
X Dsuch fine and such tgggrisonment. N S
.

B in Nmibia issue policies other than writien domestic policies;

() varyadomestic policy so that it becomes payable either outside Namibia or in a currency
other than the currency of Namibia, or both:

2 _ G




_ This requires that registered insurers and reinsurers may only carry on shoxt-term insurance
pusiness, may only issue written domestic polices, and may not vary policies 0 become
payable outside Nawmibia or in a carrency other than the Namibian Dolar.

There is however an exception to this rale:
Provided that, at the request of the registe}-ed insurer o reinsurer concerned, the Registrar may, if

he or she is satisfied that it will not be detrimental fo the interests of policyholders and will not be
corirary to the public interest- S ‘

@) gramt, sitbject to the provisions of any law, prior approval to that registered insurer
refnsurer to effect or renew reinsurance business otdside Namibia subject fo such €
or limitations as may be determined by the Registrar; ' . \

(i)  gromt éxemption for a policy 10 be issued in a currency other thanthe

- provided every premium payable inrespect of the policy is payable in
currency as that in which the policy is issued '

A registered insurer or reinsurer may apply to the Registrar for-4

. exemption for a policy ey of .
case the policy premium must still be payaiien Namibia bat in the carrency in which

the policy was issued. (I the latter caseé, [ireR eistrir could for example grant
exemption that a policy for Namdeb b eshedby a UK underwriter, but the premium
should be payable in Namibia and i il or Euro, depending in which currency the
policy was issued. Practically one aSsgimes that once the Registrar granted approval the
Iocal insurer which applied would fucilitate the transaction. A registered (local) broker
| ; Pyt should the broker be contracted to Sfucilitate the
vthGypes of transactions, this would not be illegal. However,
Y pame initinte the application fo the Registrar; it has tobe

tlie broker may not in 355 @y e the e
the insurer or rei is scenario would also be applicable fo reinsurance treaties)

<_The Registrax’s approvalcan only be given if he or she is satisfied that it will not be

e

) detrimental perests of policyholders and will not be contraxy to the public inferest.

" The ap et o vnch condiions oF linifations deternined by the Registrax.

Mhis regard the question was raised if “Namfisa could compel all insurezs to place
) treaties with other local insurers, before premiums can be dispensed to foreign
™ nsurers/refnsurers, as fhey do currently with NamibRe.

2. Frndamentally, the answer depends also on an analysis of section 2 and 3 of the Short-term
Tnsutance Act, which has been set out above. :

3. Firstly, the reference to placement of “reinsurance treaties with Jocal insurers” is assumed to
be local reinsurers as technically reinsurance treaties may only be placed with reinsaxers.

s | S



4. In respect of co-insurance the approval of the Registrar is not required iflocal insurers
spreads risk. Significantly, an insurer or reinsurer aust be specifically 3 egisiered to offer the

co-insurance tlass of insurance business .

5. However both reinsurance treaties placed with foreign reinsurers and co-assurance
arrangements between local ingurers and foreign insurers, on the one hand, or local
reinsurers and foreign reinsurers, on the other nust conaply with the requirements of section

2 and 3.

6. In terms of section 2, as a yule only 2 registered reinsurer may carry oit reinsaxanee
S¢

business in Namibia and not foreign reinsurers. However, as was noted above, $&
2(2) contains an exception to this rule: - - 7R

The Registrar may grant exemption to a foreign reinsurer to provide insurange covg
thas to issue 2 policy payable in Namibia in Namibian dollar. This is impoxiars-th
reinsurer may not pay the policy in South African Rand, for instance; n cifheryey
be paid in South Africa. , :

} Significantly ~and this is the only instance where the Registrar 3 fexes
Registrar must be satisfied that a Iocal reinsurer is not able to, i3 ¢ reinsarance cover
sought to be underwritien by the foreign reinsurer at equitak ms
“equitable” means what constitutes “fair value” in the dis et

& -
ign reinsurer, it is only that insurer
ur cuxrency. The foreign insarer may

Furthermore, since the exemption is granted 1o the
“that may apply to issue a policy payable in Namiliipix
however, appoint a broker to apply to the Registi

- Under section 2 it is the foreign reinsure 2 Iilies ~probably at the behest of a client who
'is not satisfied with the reinsurance rages pricover offered in the local market- to the Registrar
for approval that the foreign rei rindy accept the treaties emanating from thelocal

I

Tt is emphasized that the a % i should af fhe minimum coniai: a comparison of the
texms/cover of the domesfie contract with that of the foreign contract, and a comparison of
; *he premivms payable ugder both. Only if the Registrar is convinced that the texms (including

/ ) premium, but not premimm) of the local coniract do not constitute fair value, is he or |
. “she entified ¢ acceptance of the FEtasnrance treaty by the foreign relasuxersy

S oPsection 3 registered reinsurers may only caxry on reinsurance business, may
v isshie written domestic polices, and may not vary policies to become payable
e Namibia or in a cirrency other than the Namibian Dollar.

® approval o effect or renew reingurance business outside Namibia; or

exermption for a policy to be issued in a cuxrency other than Namibian Dollar, in which
case the policy premium must stilt be payable in Namibia but in the currency in which the

policy was issued.



Under the first scenario, the local inserer or reinsurer may apply for approval that
reinsurance may be effected outside Namibia. The Regisirax may only grant the approval if it

is in the interesis of policyholders generally, and net
impose conditions or Hmitations. -

contrary 1o the public interest, and may

Under the second scenaxio the insurer or reinsarer can apply for exemption that the
reinsurance treaty be issned in 2 foreign currency, although the premizm must still be

* payable in Namibia.
- 8 With regard to the question asked in the brief, if “Namfisa could compel all insurers to place

(@)

©

@

reinsutance treaties with. other local insurers, before premiums can be dispensed fo foreign 2
insurers/reinsurers, as they do cutrently with NamibRe, the answer is muliifaceted:

NamibRe is the only local reinsurer. As a mle'gglv NamibRe miay X1y o
business in Namibia and not foreien reinsurers. However, if iis premimmms?
terms of the confract are tncompetitive, a foreign reinsurer may applyte

freaties, but the policy must be payable in Namibia in Namib

NamibRe may also enter into co-insurance arrangeraents wit]
apply for approval in terms of section 3. NamibRe or anot] :
that a foreign reinsurer effect or renew a reinsurance po!
be issued in a foreign currency. '
Therefore Namfisa can compel all local insureps(o pl‘:be reipsurance treaties with NamibRe.
Nonetheless, such compulsion would only heliggaPto the extent that the Registrar hasmot
granted approvals in terms of section 2 © Registrar thereafier would not be able to
Ace treaties with NamibRe.

Tt musi be noted that such approgals are’based on each particular case and is not in. force

i o sebtin 2, the approval is based on a comparison of each
¢Ction 3, the approval is only valid until the treaty comes to

ar has to be approached afresh for approval o renew.

Jtis tecommended thgt 52

. section 2 and 3 are gont Vcﬁed, if at all.

AT IS ot iE Te pubitic Hikest, Wl This TR of £hé SeVelopaeri of our
bthat local insuvers be allowed to directly place reinsurance treaties with

Ters, unless a compelling case is made out for such placenent. Any

%ns for approval by the Registrar in terms of section 2 and 3 ghould be viewed with

Flowevet, the Registrar should appraise himself fully with the systemic risks reinsurance

E arrangements bold for our market. For instance, if the legal requirements of section 2 and 3

L1

be enforced with immediate effect, significant market risks could accroe. It is for this reason
that it is proposed that the indusiry andit proposed above should fully set out the current
portfolio of NamibRe, as well as the extent of reinsurance and co-insurance business
underwritten by foreign insurers or reinsurers. In this way a full pictare would emerge of the
interests of the policyholders and the public interest. ' ,

. q

NAMIBIANIZATION



The question is raised if reinsurance freaties should be based on local capital Iimits and not
Group limits. ' _

Ft is my understanding based on consultation with the department is that South African
subsidiaries taking on reinsurance negotiate their preryiums via the considerable base of
their parent company in South Africa Esseniially, these companies are afforded reinsurance
cover through transnational inter-company arrangements.

At this fumcture it is not clear how the arrangemments are shroctuted, but it seers af Jea
a co-insurance arrangement with the South African holding company. If that is the ¢a8




