A Guide to the CBB’s Licensing Process

1. Introduction

The following is a brief summary of the CBB’s licensing process and other
related matters, such as the requirement for a commercial registration. It is
purely a guide and does not constitute the CBB’s formal requirements for
licensing, which can be found in the relevant Volumes of the CBB’s
Rulebook.

The CBB welcomes feedback: any comments on this guide and requests for
further information should be addressed to the Director, Licensing & Policy
Directorate, at the CBB (see contact details at the end of this Guide).

2. What activities require a CBB License?

In general, any person wishing to offer regulated financial services to or
from the Kingdom of Bahrain on a commercial basis requires a license from
the CBB. The CBB Rulebook provides definitions of what constitute
regulated financial services in the modules dealing with licensing.
See Modules LR in Volumes 1 and 2, for conventional and Islamic banks
respectively; and Modules AU in Volume 3 and 4, for insurance and
investment business firms respectively.

Until Volume 5 of the CBB Rulebook is issued, please refer to the “‘standard
conditions and licensing criteria’ documents that can be downloaded from
the CBB website for remaining specialised licensees (i.e. finance companies,
money changers, trust service providers, ancillary service providers and
representative offices).

3. Should I meet with the CBB before submitting an application?

Potential applicants are strongly encouraged to contact the CBB at an early
stage to discuss their plans, for guidance on the CBB’s license categories
and associated requirements. The Licensing & Policy Directorate would
normally expect to hold at least one pre-application meeting with an
applicant, prior to the formal submission of an application.
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Potential applicants should initiate such contact in writing, setting out a short
summary of their proposed business and any issues or questions that they
may have already identified, once they have a clear business proposition in
mind and have undertaken their preliminary research. The Central Bank can
then guide the applicant on the specific areas in the Rulebook that will apply
to them and any associated regulatory requirements (such as corporate
governance or capital) that they must address in their application.

4. How does the licensing process work?

Under Articles 44 to 47 of the Central Bank of Bahrain and Financial
Institutions Law 2006 (‘CBB Law’), the application process is a single phase
process with the CBB required to take a decision within 60 calendar days of
an application being deemed complete (i.e. containing all required
information and documents). The application itself consists of a completed
Form 1 (Application for a License), together with all supporting
documentation as specified in the form, under cover of a letter signed by an
authorised signatory of the applicant.

To make it easier to address some of the licensing conditions (for instance,
in approaching future senior management and getting their agreement to join
the new licensee, should the application be approved), the CBB accepts
applications in draft form, i.e. a completed but unsigned Form 1, together
with as much as possible of the supporting documentation specified.

On the basis of a draft application, the CBB may provide an initial ‘in
principle’ confirmation that the applicant appears likely to meet the CBB’s
licensing requirements, subject to the remaining information and documents
being assessed as satisfactory. The ‘in principle’ confirmation will also list
all outstanding documents required before an application can be considered
completed and subject to formal consideration.

Such a confirmation does not constitute a license approval, nor does it
commit the CBB to issuing a license. Note also that no confirmation will be
issued unless certain key pieces of information, such as the proposed Board
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members and shareholder controllers, are included in the draft application.
Further details on these required pieces of information are included in the
Rulebook.

If an applicant submits an application in draft first and is given an ‘in
principle’ confirmation, it then has to proceed with submitting a formal,
signed application with the remaining supporting information and
documentation, so that it may then be formally deemed complete and subject
to formal consideration.

Needless to say, applicants must not on any account either hold themselves
out as being licensed, or undertake any regulated services, until after their
formal application has been submitted and approved. A breach of this rule
may, of itself, constitute grounds for refusing the application. It is also a
contravention of the CBB Law (cf. Articles 40 and 41), which carries a
maximum penalty of BD 1 million.

License applications are reviewed for compliance with the relevant licensing
conditions, as specified in the CBB Rulebook, together with the specified
information and documentation required. If a license is granted, the CBB
will notify the applicant of the fact in writing, and is also obliged to publish
the fact in the Official Gazette and in two local newspapers (one in Arabic,
the other in English). The license may subject to such terms and conditions
as the CBB believes necessary, and will in all cases list the specific
regulated services for which approval has been granted.

5. How long does it take?

The CBB endeavours to process applications as quickly as possible,
consistent with its obligations to ensure that its regulatory requirements are
fully satisfied. On average, the whole process is likely to take between 3 to
6 months, although straightforward license categories (e.g. representative
offices and ancillary service providers), may only take a few days or weeks
at most.
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The process of reviewing a draft submission and providing an “in principle’
confirmation may take anywhere between a few days to a few months,
depending on the scale and complexity of the proposed license application,
the completeness of the draft information provided, and the responsiveness
of the applicant and third parties (such as home regulators in the case of
proposed branches or subsidiaries of foreign institutions), in providing
required information.

Where an application is formally submitted, the CBB has 30 calendar days
from the time of receipt in which to request further information. Once the
application is deemed complete, the CBB has 60 calendar days in which to
reach a formal decision.

6. What fees does the CBB charge?

The CBB charges a fixed application fee of BD 100, which applies
regardless of the type of license being sought. This fee is non-refundable,
and is additional to the annual license fee charged to licensees, should the
application be successful.

The annual license fee charged depends on the type of license held. In most
cases, these fees are variable, although some license categories are charged a
fixed fee (because of the nature of their license). Variable fees are based on
a small percentage of an institution’s adjusted operating cost base, subject to
a minimum (“floor’) and maximum (“cap’) amount. Full details are given in
the relevant Rulebook Volume.

The floors and caps, and fixed fees, are listed in the following table:
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License Category

Annual License Fee
(in Bahraini Dinars)

Retail Bank 30,000 (floor) / 240,000 (cap)
Wholesale Bank 13,000 (floor) / 100,000 (cap)
Insurance Firm 6,000 (fixed fee)
Insurance Firm (captive) 1,000 (fixed fee)
Insurance Broker 500 (floor) / 3,000 (cap)
Insurance Consultant 500 (floor) / 3,000 (cap)
Insurance Manager 500 (floor) / 3,000 (cap)

Category 1 Investment firm

6,000 (floor) / 24,000 (cap)

Category 2 Investment firm

4,000 (floor) / 12,000 (cap)

Category 3 Investment firm 1,000 (floor) / 4,000 (cap)
Finance Company 6,000 (floor) / 24,000 (cap)
Money Changer 300 (floor) / 6,000 (cap)
Trust Service Provider 2,000 (fixed fee)
Ancillary Services Provider 500 (fixed fee)
Representative Office 3,000 (fixed fee)

Annual license fees are charged on a calendar year basis.
issued every April to all those appearing on the CBB Register of licensees at

the start of the year, and cover the current calendar year.

For new licensees, the first annual fee is invoiced shortly after the license is
issued, and is applied on a pro-rata basis to cover the remaining period left in
the calendar year in which the license was issued. For those licensees that
are subject to a variable fee amount, the pro-rata scaling is applied to the
floor amount of the license category in question, rather than the adjusted
operating cost base. Normal fees, as outlined above, are payable from the

second invoice onwards.
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7. What forms do | need?

Details on the forms required are given in the relevant Rulebook Volume.
(See Modules LR in Volumes 1 and 2, and Modules AU in Volume 3 and 4.
For remaining license categories, pending finalisation of VVolume 5 of the
CBB Rulebook, please refer to the applicable relevant ‘standard conditions
and licensing criteria’ document.)

Applicants have to submit (i) a license application form; (ii) a form detailing
the proposed licensee’s controllers; and (iii) personal questionnaire forms for
each proposed director and senior manager.

The forms can be downloaded from the CBB’s website (please refer to the
Laws and Regulations section of the website; the forms are contained in Part
B of the relevant Rulebook VVolume).

8. Which CBB rules will apply to me?

The rules that apply to a licensee vary according to the license category held.
Most CBB regulations are now contained in the CBB’s Rulebook, which at
the time of writing cover conventional bank licensees (Volume 1), Islamic
bank licensees (Volume 2), insurance licensees (Volume 3) and investment
business licensees (Volume 4). The complete contents of these Rulebook
volumes can be accessed from the CBB website.

Remaining license categories are subject to various individually issued
circulars. Please contact the Licensing & Policy Directorate for copies of
those circulars that apply to your license category. Rulebook Volume 5 for
these remaining categories is expected to be issued in 2008: once issued, it
will replace these individually issued circulars.
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9. What about my commercial registration?

Once an ‘in-principle’ approval has been issued, the CBB is able to act as a
single point of contact for applicants who also require a commercial
registration from the Ministry of Industry and Commerce. The licensee can
simply forward the Ministry’s required documents to the CBB, which then
liaises with the Ministry. Applicants who require this service should speak
to their Licensing & Policy Directorate point of contact, during the
application process.

10. Where can | find further information?
Please contact the Licensing & Policy Directorate for further information:
The Director

Licensing & Policy Directorate
Central Bank of Bahrain

PO Box 27 Tel: +973-17 547 605
Manama Fax: +973-17 530 228
Kingdom of Bahrain E-mail: albassam@cbb.gov.bh
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