ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	
	Banking

a) Conventional Banking

· Onshore banks are licensed under Banking Order, 2006 whereas offshore banks are licensed under International Banking Order, 2000.

· Banks are required to have a capital adequacy ratio of less than 10% or such percentage as may be determined by the Authority.

· The bank need to maintain minimum cash balances not exceeding 30% of each bank’s deposit and other liabilities.

· Every bank shall maintain a reserve fund.

· All banks are to hold a minimum amount or amounts of liquid assets.

· To ensure credit facilities granted by a bank shall not at any time exceed 20% of its capital funds.

b) Islamic Banking

· All Islamic banks are governed by the Islamic Banking Act, Cap. 168.

· Capital funds – maintain funds as stipulated under Banking Order 2006.
· Islamic banking business shall only be transacted by a company which has been issued a license authorized in writing by His Majesty The Sultan in Council.
· Ensure that the operations of the bank do not involve any element which is not approved by the Islamic religion.
Insurance Sector 

· The insurance sector in Brunei Darussalam is governed by the Insurance Order, 2006 (Order) and the Insurance Regulations, 2006.  The Order empowers the Minister of Finance to issue guidelines, circulars or notices relating to the conduct of the business and affairs of the insurer to ensure sound prudential practices and the orderly development of the market.

· Subject to the Order, no person shall carry on any class of insurance business in Brunei Darussalam as insurer unless the person is registered as a company under the Companies Act (Chapter 39).

· No such company shall carry on life business or general business of insurance in Brunei Darussalam as insurer unless – 

· it has been registered under the Order in respect of that class of business;

· it maintains a surplus of assets over liabilities of not less than such amount as may be prescribed (the surplus of assets shall be in the form of cash or securities specified in the Third Schedule of the Order);

· it has the deposit required by the Order in respect of it; and

· it is a member of an association of insurers approved by the Authority.

· Prudential requirements are applied to all insurers irrespective of ownership nationality and country of origin. 
· The minimum paid-up capital for an insurer incorporated in Brunei Darussalam, or where an insurer incorporated outside Brunei Darussalam does not have a share capital,  its surplus of assets over liabilities, is as follows:

· The paid-up share capital of an insurer having share capital unimpaired by losses shall be -

· In the case of an insurer carrying on life business, an amount of not less than B$8,000,000;

· In the case of an insurer carrying on general business, an amount of not less than B$8,000,000

An insurer established or incorporated outside Brunei Darussalam who does not have a share capital, shall maintain in Brunei Darussalam, a surplus of assets over liabilities or an amount not less than the requirement for the minimum amount of paid-up share capital of an insurer incorporated in Brunei Darussalam.
	

	Licensing and 

Qualification Requirements of Service Providers


	
	Banking

a) Conventional Banking

Institutions applying for banking licences are assessed on the following criteria:

· High reputation in the financial community.

· Every person who is to be a director, controller or manager of the business is a fit and proper person to hold that position.

· Maintain adequate accounting and other records and adequate systems of control of the business and records.

Merchant bank license for the purpose of carrying on merchant banking business, including corporate finance, underwriting of share and bond issues, mergers and acquisitions, portfolio investment management and management consultancy.

Restricted banking license for the purpose of carrying on banking business subject to restriction that the licensee may not offer.
Institutions must meet the minimum capital requirements as follows:

· For locally incorporated banks, the minimum capital requirements is not less than $100,000,000 deduction having been made in respect of a debit balance, if any , appearing in the profit and loss account of the bank.

b) Islamic Banking

Institution applying for Islamic banking licences are assessed on the following criteria:

· High reputation in the financial community.

· Every person who is to be a director, controller or manager of the business is a fit and proper person to hold that position.

· Maintain adequate accounting and other records and adequate systems of control of the business and records.

Paid-up capital in line with the Banking Order 2006.

For foreign banks whose head office is situated outside Brunei Darussalam its capital issued and paid up is not less than the equivalent of $1,000,000,000 deduction having been made in respect of a debit balance, if any, appearing in the profit and loss account of the bank.

And it holds net head office funds of not less than $30,000,000 in respect of the business in Brunei Darussalam, at all times, in the form of assets approved by the Authority. 

 Insurance Sector
· A person who desires to carry on insurance business in Brunei Darussalam as insurer shall apply in writing to the Authority for registration under section 9 of Insurance Order, 2006 (Order) and shall furnish such documents and information as may be prescribed or as the Authority may in the particular case require.

· Upon receiving and after considering an application, the Authority may, subject to section 10 of the Order, register the company with or without conditions in respect of life insurance or general insurance, or may refuse to register it. 

· The Authority shall cause notice of any registration of a Brunei Darussalam insurer to be published in the Gazette.
· The Authority shall not register any applicant under section 9 of the Order, unless the applicant –

· is a company as defined in the Companies Act (Chapter 39) or a company incorporated outside Brunei Darussalam which has an established place of business in Brunei Darussalam;

· has a surplus of assets over liabilities of not less than such amount as may be prescribed (different amounts may be prescribed for different classes of insurance business or for different types of insurers); and 

· has made the deposit under section 16 of the Order.


	

	Foreign Entry


	
	Insurance Sector

Shareholding not exceeding 51% is permitted for foreign shareholders of locally-incorporated insurance companies which were the original owners of these companies, provided that aggregate foreign shareholding in such companies does not exceed 51%.

	

	Discriminatory Treatment/

MFN


	
	Brunei Darussalam's commitments as scheduled in the Schedule of Specific Commitments (SOC) under the General Agreement on Trade in Services are applied on an MFN-basis, and Brunei Darussalam does not maintain any MFN-exemption in the financial services sector. 

Generally, national treatment is given to foreign-owned banking institutions and insurance companies operating in Brunei Darussalam.  Only a number of national treatment limitations are applied and they are reflected in Brunei Darussalam's SOC.

	


