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Carnival barkers from Barbados
peddling sham insurance to avoid CRS,
but it doesn't work despite their threats
to sue if you disagree.

Mark Morris

March 27, 2024

CRS and CARF expert. No, truly.

 

Kicked out of the Bahamas? Simples, move to
Barbados

The Financial Service Commission Insurance Division of Barbados is overwhelmed by
gibberish from insurers establishing CRS avoidance schemes. 
The insurers pervert these obscure schemes, use complex terminology and twist logic
when creating these insurance products to justify why their creations are not reportable
for CRS. 
These insurers are merely pouring old tax evasion wine into shiny new bottles. 
The big picture is that the tax-evading client gives their assets to these insurers to
ostensibly payout for a risk event. 
The perversion in every one of these tax-evading schemes is the client can manage their
policy/ contract assets and then have the invested assets returned in the future if the risk
event does not occur. 
What a surprise. The insurers claim that these products are not cash value policies
because perhaps the client won't get back their assets if the risk event occurs. 
But the stinkin' lie here is the client will either be paid out for the risk event or will have
the assets returned if the risk event doesn't occur.

Surety Bonds

What the heck is that, asks non-US persons. A typical contract surety bond is say where a
construction company (the Principal) obtains a surety bond from an insurer (the Surety)
payable to say a municipality (the Obligee) that if the construction company does not
finish a bridge according to specs, then the insurer will guarantee that it will obtain funds
from the construction company to pay the municipality to find another builder or repair
the bridge. 
Although the insurer provides the surety bond it's not an insurance policy because the
insurer does not take a risk. It is merely a three-way agreement between the Principal, the
Obligee and the Surety.

I wrote about this in 2019

How does the insurer pervert the Surety Bond to supposedly
avoid CRS? Hint: It doesn´t despite their assertions

The insurer contorts their unique surety bond, using the terminology of standard contract
and commercial surety bonds... ahem, except in their sham bonds, the Obligee and Surety
are the same people, namely the tax-evading client. 
The insurer provides a surety bond to the tax evader. The tax evader (the Principal) gives
the entire payable amount (this is a sham as surety bonds involve a premium of 1% - 3%
of the amount payable, not 100%) to the insurer (the Surety) to pay out to the himself
(the Obligee) in case something highly unlikely happens (e.g. aliens from Mars invade). 
The tax evader (the Principal) instructs the insurance company (the Surety) how to invest
the premium, chooses the custodian, and wealth manager and what investments. 
This is never done in a surety bonds. 
Then at the end of the term when the aliens do not invade, the tax evader (the Principal)
claims from the insurer (the Surety) to kindly return their premium plus investment gains
the aliens didn't invade. What happens if, indeed, aliens did invade? 
Then the insurer (the Surety) pays the contract assets to the same tax evader who is the
Obligee. What a sham.
Unsurprisingly, the con insurer deluges the domestic insurance authorities this is not a
cash value insurance policy because payment is not assured, its liability reserves, blah,
blah. 

Welfare Disability Long-term Care contract

The insurer provides another more recognizable, albeit sham, insurance product to avoid
the CRS.
A WDLTC unit-linked insurance product. 
Wow, it sounds legit, eh?

 A high-level review is the tax evader gives millions in any format (cash, property,
paintings, vehicles) as premiums to insurers to cover welfare, disability and long-term
care. Tax evaders can get their invested assets back if a risk event does not occur. The tax
evader instructs the insurer on the custodian, wealth manager and how to invest the
premium. See a pattern here?
The Insurance company deluges the authorities with pages of gibberish gobbledygook
legalese to justify why these policies are not in the scope of CRS. This is not the place to
refute their convoluted argument that the policy is not investment-linked and that the
final liability of the insurer is whatever reserves are unused claims for welfare, disability or
long-term care under the contract on a last-to-die basis. 
The insurer also claims it is merely a re-insurer with pooled assets, but that the assets are
segregated at the underwriter's level. Eyes roll at this claptrap.
One last nail in the coffin for this sham is the ONLY insurer that has CRS reporting
obligations is a SPECIFIED INSURANCE COMPANY. 
 Par 26 - 2926. Subparagraph A(8) defines the term “Specified Insurance Company” as
any Entity that is an insurance company (or the holding company of an insurance
company) that issues, or is obligated to make payments with respect to, a Cash Value
Insurance Contract or an Annuity Contract. 

27. An “insurance company” is an Entity (i) that is regulated as an insurance
business under the laws, regulations, or practices of any jurisdiction in which the
Entity does business; (ii) the gross income of which (for example, gross premiums
and gross investment income) arising from insurance, reinsurance, and Annuity
Contracts for the immediately preceding calendar year exceeds 50% of total gross
income for such year; or (iii) the aggregate value of the assets of which associated
with insurance, reinsurance, and Annuity Contracts at any time during the
immediately preceding calendar year exceeds 50% of total assets at any time
during such year.

28. Most life insurance companies would generally be considered Specified
Insurance Companies. Entities that do not issue Cash Value Insurance Contracts or
Annuity Contracts nor are obligated to make payments with respect to them, such
as most non-life insurance companies, most holding companies of insurance
companies, and insurance brokers, will not be Specified Insurance Companies.

29. The reserving activities of an insurance company will not cause the company to
be a Custodial Institution, a Depository Institution, or an Investment Entity

OECD CRS Commentary on Section 8 - Defined Terms - Financial Accounts Par C (i.e.
those that will not be reported) Paragraph C Page 155 Par 57 

57. Subparagraph C(1) defines the term “Financial Account” as an account
maintained by a Financial Institution and further clarifies that this term includes:

• Depository Accounts; Custodial Accounts; Equity and debt interest in certain
Investment Entities; and Cash Value Insurance Contracts

OECD CRS Commentary on Section 8 Insurance page 179 par 72-80 

(Redacted annuities as that is irrelevant to this article)

72. “Cash Value Insurance Contract” and “Cash Value”. While the terms “Insurance
Contract” and “Cash Value” are needed to define the scope of the term “Cash
Value Insurance Contract”, only a contract that is a Cash Value Insurance Contract
can be a Financial Account.

74. The term “Insurance Contract” means a contract under which the issuer agrees
to pay an amount upon the occurrence of a specified
contingency involving mortality, morbidity, accident, liability, or property risk. 

The term “Cash Value Insurance Contract”, as further defined in subparagraph C(7),
means an Insurance Contract (other than an indemnity reinsurance contract
between two insurance companies) that has a Cash Value.

75. Subparagraph C(8) defines the term “Cash Value” as the greater of (i) the
amount that the policyholder is entitled to receive upon surrender or termination
of the contract (determined without reduction for any surrender charge or policy
loan), and (ii) the amount the policyholder can borrow under or about (for
example, pledging as collateral) the contract.

However, the term “Cash Value” does not include an amount payable under an
Insurance Contract:

a) solely because of the death of an individual insured under a life

insurance contract;

b) as a personal injury or sickness benefit or other benefit providing
indemnification of an economic loss incurred upon the occurrence of the event
insured against;

c) as a refund of a previously paid premium (less cost of insurance charges
whether or not imposed) under an Insurance Contract (other than an investment-
linked life insurance or annuity contract) due to cancellation or termination of the
contract, decrease in risk exposure during the effective period of the contract, or
arising from the correction of a posting or similar error about the premium for the
contract; as a policyholder dividend (other than a termination dividend) provided
that the dividend relates to an Insurance Contract under which the only benefits
payable are described in subparagraph C(8)(b); or

e) as a return of an advance premium or premium deposit for an Insurance
Contract for which the premium is payable at least annually if the amount of the
advance premium or premium deposit does not exceed the next annual premium
that will be payable under the contract.

76. Subparagraph C(8)(b) excludes from the term “Cash Value” an amount payable
under an Insurance Contract as a personal injury or sickness benefit or other
benefit providing indemnification of an economic loss incurred upon the
occurrence of the event insured against. Such “other benefit” does not include any
benefit payable under an investment-linked insurance contract.

An “investment-linked insurance contract” means an insurance contract under
which benefits, premiums, or the period of coverage, are adjusted to reflect the
investment return or market value of assets associated with the contract.

77. The exclusions described in subparagraphs C(8)(a) and (c) are amounts payable
in connection with an investment-linked life insurance contract and, in
subparagraph C(8)(c). An “investment-linked life insurance contract” is an
Insurance Contract that (i) is an investment-liked insurance contract (see
paragraph 76 above), and (ii) is a life insurance contract (see paragraph 78 below). 

78. A “life insurance contract” is an Insurance Contract under which the issuer, in
exchange for consideration, agrees to pay an amount upon the death of one or
more individuals. That a contract provides one or more payments (for example, for
endowment benefits or disability benefits) in addition to a death benefit does not
cause the contract to be other than a life insurance contract.

80. An “insurance wrapper product” includes an insurance contract the assets of
which are (i) held in an account maintained by a financial institution, and (ii)
managed in accordance with a personalised investment strategy or under the
control or influence of the policyholder, owner or beneficiary of the contract.

Canada CRS Guidance excludes Long Term Care as a Cash value policy

For greater certainty regarding the application of paragraph 5.42 c)

an insurance contract that provides critical illness insurance,
disability insurance, long term care insurance or other health
related accident or sickness benefits, and which would not
otherwise be a cash value insurance contract, is not
considered to have a "cash value" merely because it includes
a return of premium benefit under which all or part ofthe
premiums paid by the policy owner may be refunded,
provided that the amountrefunded does not exceed the total
cumulative premiums paid under the policy

OECD update in 2019 on Zero Cash Value policies

Note the OECD CRS-related FAQ clarified that if no one can access the cash value, such as
Zero Cash Value policies, then the reportable person is the Account Holder, or the
Controlling Person if the Account Holder is an entity, namely the Policyholder.

Who is to blame for this insurance sham - not the
shysters

Barbados Insurance Commission are not Surety Bond experts, but never-the-less meekly
roll over and agree these products are not reportable for CRS.
Good business for the country, nudge, nudge, wink, wink.
The question is, how did the regulators permit such contorted schemes? OK, a risk event
is not aliens invading, but you get the picture.
Amazingly, the same insurers provide other tax-evading products.
The issue is how the insurance regulators evaluate that these sham products are allowed,
never mind that they are out of the scope of the CRS. Well, we see them hard at work
here...

==========================END====================

Approved by regulators, so must be legit, eh?

Give credit where credit is due, they tried desperately to create a product that would bullshit
regulators and clients at the same time

The only risks acceptable as a cash-value insurance contract are 
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