
BAHAMAS FUNDS 
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The Investment Funds Act 2003 (‘the Act’) places the Bahamas at the cutting 
edge of modern investment fund administration. The Act establishes the 
general legislative and supervisory environment and introduces an additional 
style of collective investment vehicle – the Bahamas SMART © Fund – officially 
known as the Specific Mandate Alternative Regulatory Test Fund. 
 
Overview of Regulation 
The Act recognises four classes of funds: Standard, Professional, SMART, and 
Recognised Foreign Fund. 
 
The Bahamas has established a comprehensive regulatory framework that includes five 
regulators and supervisors in the financial sector.  The Central Bank of the Bahamas, the 
Bahamas Securities Commission (SCB) and the Registrar of Insurance Companies ensure 
adherence to international standards through progressive regulation and supervision.  In 
addition, the Bahamas Compliance Commission was established in 2000.  The Compliance 
Commission, an essential part of the jurisdiction’s rigorous anti-money laundering efforts, is a 
supervisory body for non-traditional groups of financial institutions, such as lawyers, 
accountants and other professionals, where these institutions hold funds on behalf of clients.  
Finally, the fully operational Financial Intelligence Unit of the Bahamas (a member of The 
Egmont Group of Financial Intelligence Units) and the International Legal Cooperation Unit of 
the Attorney General’s Office assure that the Bahamas fulfils its global commitment to the 
fight against money laundering and terrorism. 
 
The Bahamas SMART Fund caters to the dynamic nature of the modern market.  In particular, 
where investment funds are essentially private arrangements, they will have a supervisory 
environment appropriate to the limited, specific nature of the project; also they will not suffer 
from the ‘broad brush’ regulatory approach, which is unavoidable elsewhere.  Key features 
of SMART Funds include limited content offering documents and no annual audit 
requirement. 
 
Key Definitions 
INVESTMENT FUND is a unit trust, company or partnership that issues or has equity interests 
(with the option for the holder to redeem their equity interest); the purpose or effect of which 
is the pooling of investor funds with the aim of spreading investment risks and achieving 
profits or gains from the acquisition, holding, management or disposal of investments. The 
fund must have a Bahamian nexus, i.e. have  a  Trustee, General Partner, Directors,  
Administrator, Investment Manager or Investment Advisor based in the Bahamas.  The fund's 
constitutive documents will be governed by Bahamian law. 
 
EQUITY INTEREST is a share, trust unit or partnership interest that carries an entitlement to 
participate in the profits or gains of the issuer and is redeemable or subject to be 
repurchased at the option of the investor. 



 
INVESTOR is a person who holds or owns an equity interest issued by an investment fund. 
 
LICENSOR is the Securities Commission of The Bahamas (“Securities Commission”) or a holder 
of an unrestricted investment fund administrator’s licence. 
 
OFFERING DOCUMENT is a document or series of documents on the basis of which equity 
interests are offered for sale; or persons are invited to subscribe for or purchase equity 
interests. 
 
CONSTITUTIVE DOCUMENTS are the principal documents governing the formation of the 
Investment Fund (e.g. Memorandum and Articles of Association) and all material 
agreements (e.g. Administration Agreement, Investment Management Agreement). 
 
Categories of Investment Funds 
PROFESSIONAL FUND 
• Restricted to Professional Investors which include: 

- Banks/Trust Companies; 
- Registered broker-dealers; 
- Insurance companies; 
- Investment funds; 
- Individuals with net worth over $1 million or income of $200K in last 2 years; 
- Trusts with assets above $5 million; 
- Entities in which the equity owners meet one of the above requirements. 

• Must be licensed by a Licensor 
• Must have a Bahamas licensed administrator, but may also be licensed by an 

Unrestricted Investment Fund Administrator (“UIFA”) or SCB 
• Prescribed disclosure requirements 
 
STANDARD FUND 
• Investment Fund that does not meet the definition of a Professional Fund, SMART Fund or 

Recognised Foreign Fund. 
• Can be licensed by the SCB only 
• Prescribed disclosure requirements 
 
RECOGNISED FOREIGN FUND 
• An Investment Fund, which is not licensed in the Bahamas, whose equity interests are 

listed on a prescribed securities exchange 
• An Investment Fund licensed or registered in a prescribed jurisdiction and not suspended 

from operation 
• Bahamas-Based by virtue of relationship with a service provider 
• Must register with the Securities Commission directly 
 
SMART Fund 
• Specific Mandate Alternative Regulatory Test Fund 
• An Investment Fund that satisfies the parameters and requirements of a category, class 

or type of Investment Fund previously approved by the Securities Commission 
• Must be licensed by a Licensor 
• Approved templates 1- 5 
 



SMART Fund 1 
Is a collective investment scheme limited to the discretionary managed clients of Bahamian 
regulated financial institutions, or financial institutions licensed in approved jurisdictions.  This 
could be used to provide an investment vehicle for client funds managed under a 
discretionary management service. 
 
SMART Fund 2 
Is a private investment company with a maximum of 10 sophisticated investors. (The 
definition of a sophisticated investor can be found in the Act.) This could be used to provide 
an incubator structure to generate performance history prior to upgrading the licence in 
anticipation of a public offering. 
 
SMART Fund 3 
Is a mutual fund that existed as exempt pursuant to section 3(4) of the Mutual Funds Act, 
1995 at the time of the repeal of that Act. Under the rules, such funds are permitted to have 
not more than 15 investors having powers to both appoint and remove the operators of the 
fund. 
 
SMART Fund 4 
Is a private investment company with a maximum of 5 investors. 
This could be used as a credible, licensed holding vehicle for a small group of related 
persons, perhaps under a family office structure. 
 
SMART Fund 5 
Is an investment fund with a maximum of 5 investors holding equity interests; each investor 
must be a person to whom a Professional Fund may be offered.  This could be used as a 
private investment structure for individuals/families. 


