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EXECUTIVE SUMMARY

1. This reportprovides a summary of the AML/CFT measures in pladdarbados aat the date of
the onsite visit 5-16" December2016 It analyses the level of compliance with the FATF 40
Recommendations and the level of effectivenesB af r b aAdMb/€FRT system, and provides
recommendations on how the system could be strengthened.

A Key Findings

1 Barbados submitted a National Risk Assessment (NRA), datedB0u2@16, in advance of th
onsite examination. Although Barbados has indicated that the NRA was a presentation of
identified ML/TF risks there remains a concern ihhtd been prepared solely for the purpo
of the assessment and accordinggyticipation in the NRA process was sub optimuand
therefore thescope and deptbf analysisdid not comprehensively identify the ML/TF thre:
and vulnerabilities to whicthe country wasurrently exposed

I Whilst progress has most certainly been madedifithe Central Bank of Barbados (CBB) &
the Financial Services Commission (FSCyevelopingand refining their respective financi
sector risk assessment framewgikis has not been theasein respect of théAMLA and the
International Business Division (IBD).

I The 2016 NRA failed tocomprehensively identify national ML/TF threatsd vulnerabilitieg
andcritically there wadimited analysis oferrorist financing(TF) risk, transparencyf legal
persons and arrangemerdagd the risks associated willnust and Corporate Service Provids
(TCSPs)and cross border cash movements.

International Cooperation

1 Based on the information reviewed, thersasneevidence of international collaboration oF ¢
operation in respect ahoney laundring (ML) investigations, anderrorismas well asother
formsof interndional cooperation

Legal persons and arrangements

i Basic information for legal persons is capturad a&publicly available.

1 Beneficial ownership (B) information of legal persons is obtained and availablethet
companyds registered of fi ce Thereis aotinfotmhtien the
the comptentauthorities have verified and confirmed the implementation of the maintena
the BO informationby theservice providers.

1 The legalprovision permitsdiscretionto maintainthe recordgertainingto BO informationat
some other place in Barbados, as designated by the directors of the comijthoyt a
requirement for notification to be given to the competanhority This therefordimits the
requirement for availability and accessibilityBQ® information There is no information that th
authoritieshave verified andonfirmedthe maintenance oBO information

1 There is a legal obligation withithe Guidelines for Corporate and Trust Service Providers
of 2015(CTSPA)to keepBO information onlegal arrangments

I There is a requirement within the guidelines for st legal arrangements to keBE
information




Licensing and Supervision

1

Barbados has conducted an effective risk assessment dahey Value Transfer Servic
(MVTS) sector and has concluded that the risk is IM¥WTS are therefore appropriatel
registered by the CBBarbados has now advised that MVTS wlBobe licenced.

Gaming institutionsi@ not casinoand arenotcurrentlyregulated and supervised for AML/CH
purposesTo date a risk assessment of this sector has not been conducted.

The supervision of the DNFBP sector appears disjointed and to a certain extentwith the
FSC providing supervisory capability unddemorana of UnderstandingNlOUs) to boththe
AMLA and the IBD

The FSC has a developing understanding of the ML/TF askoss the financial sectors a
Financial InstitutiongFls)f or whi ch it i s responsi bl e.
on the largesFls in each sector. Whitsthis approach hamerit, unlessvalidated it could
compromiséboththe integrityof the sector risk assessments by failing to adequately identi
nature and extent of tHdL/TF risks across eaclectoras a wholeandthe integrity of the
supervison methodology.

Whilst both the CBB and the FSC have developiag assessment and supervisory framewc
in place, the Assessors are concerned that there is an imbalance between offsite a
supervision.In this context the onsite supervisioycle is not currently fully aligned to the rig
ratings allocated to the individual Fls

The IBD has not beenble tosatisfactorilydemonstrate to th&ssessorshat it has been able {
effectively supervise the IBD sector atie corporate andrustservicesprovidersin particular
Whilst an MOUbetween the IBD and th&MLA is in place toprovide interim supervision
capability, this is notconsidered to basustainable solution

It is evident that supervisors generally are not applying the full raihgeailable sanctions fc
non-compliance by Fls and DNFBPs with AML/CFT requirements.

The FIs under the purview of the CBBave an understanding thfeir ML/TF risks and overal
the majority have implemented the necessary mitigating procedures whilst some are
process of doing so.

For FIsregulated by FSC, it has been determined that n@redlit Unions understand their ris
and have implemeed the necessary preventive measures.

Across the insurance and securigestos, notall FIs havea good understanding of the ML/T
risksto which they are exposeshdthereforehave not yet implemented appropriate ML/TF r
mitigationcontrols.

In respect of DNFBPécorporate and trust service providesspervised by the IBD lacked ¢
understanding of the ML/TF risk exposure andhereforehave not implemented approprial
ML/TF risk mitigation controls.

Financial Intelligence and ML Prosecution

It is evident thatt he | egal obligation to repomdt
dischargedy all reporting entities and therefore p#rtinent informatiomecessaryor the FIU
to effectivelycarry out its functia is not received




The aanual averageumberof Suspicious Activity ReportsSARS) submissions across tk
DNFBP sectors 19 for the period under reviewhere are some sectors, for example, gan
arcadeswhich are not supervised as DNFBd#hd othersuch a®nlinegamingandreal estate
dealers, where the statistics show, hawereported 3 Rs.

There is no systematic method of capturing data to show the effectiveness of the FIU an
Therefore, theextent to which financial intelligence disseminated by the FIU is bgdd=As
and other competent authorities is not measured.

The categories of statistics captured by the FIUleméed as not alkequestdrom the FIU to
the reporting entities for financial informati@me captured as a statistic. Consequently, a
swch as outgoing domestic request for information, status of LEA investigations initiaf
financial intelligence or including FIU intelligeno&as not available.

The FlIUG6s information technology (1T)
strategicand operationadnalysis, is inadequatEurthermore,Here is no evidence that theU
conducs strategic analysis.

There is no efficient feedback system from the FIU to the reporting entities wiRa &e
submitted, anédditionally, there idimited feedback from LEAs and competent authoritie
the FIU on the usefulness of the financial intelligence the FIU provides.

ML charges are not pursued as primary offend&iority is placed on the prosecution
predicate offences.

TheRoyal Bartados Police Forc&BPH has disclosed that in their pursuit of ML investigatic
they are required by the High Court, based on a practice developed overtime in the juris
to utilize the office of the DPP to make an application to olgaiductionorders

There is no designated asset recovery direction or cash seizure provisions and the E
Control Act has been used as an alternative lajwécover the proceeds of crima)rsueML
as opposed to the Proceeds of Crime Abe authoritiehaveindicated thathere is a policy
directive to enact the Proceeds of Crime and Instrumentalities Bill1 7which will repealthe
POCAandprovide for civil forfeiture.

Terrorism Financing
Barbados has recorded no investigations, prosecutioonsictionsfor TF.

Barbados has limited experience TfR. There has been no information related to the TFS
Barbados has disclosed that it will not be implementing TFS of the UN Resolution.

B. Risks and General Situation

The National Risk Assesent (NRA) of Barbados identifiecsix (6) areas ofrisk namely 1)
geographicdjurisdictional risk;2) servicegisks; 3)customer (service user) risks; gatekeeprs
risk; 5) crimerisk and 6) terrorisnfinancingrisks However based on the onsitssessmenit was
determined thatherewere materialdeficienciesn the NRA Barbados ighereforeencouraged to
continue withthe completion of thg@lanned2017 NRA to better determinés AML/CFT threat
profile and vulnerabilities.

The lower risks identified in the Scopihpteincluded burglaries, gambling arcbrruption. Based

on intervieve conductednsite these risksemain low, however the gamblinggming arcads) was
identified as a higherrisk area, based on the volume and prevalence of the said activity in the
jurisdiction.In addition,there werecustomers engaging in financial transaction equal or above the



designated threshol@arbados should consider an immediate and comprehensavalieationof
the ML risk represented by the gaming arcades.

Terrorism was identified as being low risk in the NRA. It was thereafter identified as an area of
vulnerability in the Scoping Notduringthe onsite examination, and the discussion wittSiecial
Branchit was revealedhat due to the geographic locatiohBarbadosregional and international
travellers transiting through the jurisdictiomho are known or suspected of criminal activiye

flagged and information shared with regional or international counterparts. Persons in transit are
often not landed and invariably do not disembark the aircraft. lincident,a persorsuspected of
beingrelated to terrorig activitiesused Barbaols as dransitpoint for onward travel to another
destination. That individual howevelid not leave th@remisesf the airport.

The regimeasrelated to legal perssrand legal arrangemernispresentas there ishe presencef
transparencyheren basicinformation is helgpublicly. While the maintenance &O information

at the corporate office is preshnin line with one limb of theecommendatiorthis is obfuscatd

where the director of a company cdacideto maintain the information at anahlocation in
Barbados without the mandatory requirenfenthe directoto immediatelynotify the Registrar of
Companies, this mitigates against timely access to information as vaeltesto informationthat

is upto-date Further there has not been a disclosure to substantiate how the authorities verify and
confirm thatBO information is obtaiad and maintained save for the annual attestation, there is no
support as to how is this attestation is corroborated

With the expasion in the FATF Bcommendations to include new Conventionghe UNSCRs
proliferationof weapons of mass destructifOMD), Barbados hadisclosed thaby Chapter VI
of the UN Convention the resolution was adopted into nationalHaweverthere isno domestic
law to implement the sam&herefore thereremains a significant gap in the legal framework

Thereality that confiscationf criminal proceedss primarily pursuedunder theExchangeControl
Act (ECA) as opposed to theroceed of Crime A¢c{POCA)present& major deficiency and in this
vein the authorities in Barbadosvesdeterminedhe needo shortly promulgate the Proceadd
Instrumentalities of Crime Bilvhich will improve the legal frameworor seizures, confiscation,
and asseforfeiture. This preserga limitationto the recovery of criminal proceedsder the ECA
on the basis that not all proceeds of crime will be money.

C.Overall Level of Effectiveness and Technical Compliance

The overall position of Barbados is that it lxbibited progress towards improving its AML/CFT
regime since the8Round Mutual Evaluation. The ML/TF regime has been improved by way of
new lawsand amendments to existing lawd/ithin this 4" Round Mutual Evaluatigrthe new
international standardiktincludes combatingVlL and TF, howeverthere is the new element of
financing of proliferation ofveapons of mass destruction (PF) for whichdbentry is required to
satisfy this new element in this rouriche Assessment Teanetermined thain Barbadosnatters
related to proliferation and targetdéitiancial sanctions(TFS) are yet to be implemeerd. This
represents a significant gap in the overalplementation of theevised Recommendations. There
were also technicatleficiencies in terms ofhe enforcement of sanctions, fostering national
cooperation, confiscation and asset forfeiture, transparency and international coapération
conclusion,the overall level of effectiveness in the jurisdictions low taking the 11 Immediate
Outcomes intoconsideration

C.1Assessment of Risks, coordination and policy setting (Chapté€.2; R.1, R.2, R.33)
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The AMLA is the AML/CFT policy making bodyin BarbadosThe AMLA brings together the
relevant stakeholders agdidesthe process whereby technical compliagaps areddressd.The

AMLA , led by theHonorableAttorneyGeneral, didecognig the limitation within the FIU in terms

of conducting the monitoring of the DNIPB,as the Fls are being regulated by the GBEBIDB.

In light of this recognition, an MOU was established where the FSC was recently assigned the task
of conducthgthe examinations of the DNFBBector Howevever, lis process is in its infancy and

no information has ben gleaned as tany successn that approachand this therefore remains a
deficiencyin theassessment of risk for that particular sector

C.2 Financial Intelligence, Money Laundering and Confiscati@mapter 3- IOs 68; R.3, R.4,
R29-32)

There has been some focus on seizing anfismating/forfeiting the proceeds of crime. The main
instruments used to achieve this goal are: cash seizures, civil recoveries, andnpizsion
forfeitures. TheFinancil Crimes Investigation UniFCIU) pursues the recovery of proceeds of
criminal canduct through close collaboration with other LEAs, external agencies, such as the
Regional Security System (RSS), international partners and prosedutwes disclosedo the
Assessorghat in instances of general criminal investigation, Rwyal Barbados Police Force
(RBPH is always brought in once cash is found during the course of an investidatgeneral
criminal investigations, monies seized by the CustDegartment are handed over to the Police if
the RBPF is involved in the cas@he Human Trafficking Unit also disclosed that monies are
routinely handed over to tHiRBPF. However, it was not disclosed that confiscation is a paramount
consideration at the outset of these criminal investigations.

TheFCIU a department within the RBR$-the primary ML investigative authorityhe agencyses

the information from thé&-IU in some investigatiaof ML offences, and to some extetn trace

criminal proceedsHowever, othelLEAs and competentauthorities havemade limited use of
information from the~IU in their investigations and other functions.

Barbados has a functional legal framework for domestic ML investigatioBAs have access to a
range of information to support their investigatiomdich includes, criminal history and police
records, public databases and financial intelligence frorgitheUnder theMoney Laundering and
Financing of Terrorism (Prevention and Control) AdLFETA), the FIU is empowered to request

from Fls any information to perform its analysis. Further, the Director of the FIU can request
information from any public authority where the Director has reasonable grounds to believe that an
ML/FT investigation should be conducted.

Barbadosd i nst i t,theformahmdceddres anchpractiseskhat shape ¢éhe activities
and behaviours of the FIU, the Customs and Excise Department and the RBPF/FCIU, should be
clearly defined so as to enable its investigators and personnel involved in AML/CFT to be more
adept n their area oéxpertiseandmoreaware of the methods of operations.

The Proceeds of Crime Act (POCA) is in force, howeverF@RJ useshe provisios of theECA,
when pursuingproceedf crime. Indeed,there is at leasine instance ere castin the sumof
BDS$47,120.00vas seizedising the provisions of the EClAut eventuallyreturned basedon the
legal opinion of theSolicitor Generalthatthe cash was improperly seized and did not meet the
threshold within POCA

C3. Terrorist andproliferation financing(Chapter 4- I0s9-11; R.58)
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The RBPF hasecently taken the necessary stepplé@emore focuson possible acts derrorism
andTF. The main legal provision for TF is tiati Terrorism Act(ATA). The ATA criminalises
TF and theFCIU works together witlother agencies within th&kBPFto addresderrorism and
terrorist relatedhctivities.

The Barbados authorities advised thats of TF have not featured in Barbado$he country also
indicated that no records have suggesitatlT F is anissueof concern for the jurisdictiarHowever,
Barbadoshasstill reached out to international partners for guidameeualitative information on
terrorism relating to the islan@he Scoping Notédentified TF as an area of vulnerabilitin the
jurisdiction However, competenughorities are of the opinion that TF is not an area of vulnerability.
The Assessorsiotel that as a result of the information obtairfeoim the interviews conducted
during the onsitethe country 6 geographic locatiorand with thejurisdiction being a hub for
international flights there wasan instance of a person who was suspected of being related to
terrorism transiting through the countryhis is acontributing factoras towhy terrorism is
considered a vulnerabiif to the jurisdiction.

For Non Profit Organisationd\[PO9, Barbadoss still required totake the necessary measures to
comply with the newly revised Recommendation 8. The fact that Barbados assigned a low risk rating
to TF risksmeansthereforethat TF risks, although acknowledged, are not given the necessary
priority even thouglsome otthe required legal and regulatory framework are in plEce Barbados
authoritiesadvisedthat the Special Branch of théBRF has deployed special resourcesdentify

any threat of terrorism related activity and that no such threats have been identified in the NPO
community @ otherwise. Further, past andgoing activityin the NPO sector doemt speak to any
terrorist risk in this sectoA risk assessmetig still required or thdindings of the Special Branch
requirearticulation to underscore the national position.

As a direct result of the jurisdiction not implementing the UNSCR related to the prevention,
suppression and disruption BF, there is no lgal mechanism dnternational instrumertb assess

whether there is implementation of TFS related to proliferation financing without delay. The
authorities have indicated that there isawidence ofWOMD in the jurisdictionand there is no

evidence related to the funding activilyh e aut horities have decl ar e
infrastructure enables it to address such concerns should such matters matéoialisiestanding

there is no information as to the manimewhichTFS could be addresdabsent a legal framework

and no opportunity for implementation.

C.4 Preventive Measures (Chapter BD4; R9-23)

Barbados has changed its AML/CFT regime significantly since'th@ed mutual evaluation in

2008. However, despite the expansion of the AML/CFT regime, DNFBPs and thes €3&éY

under the purview of the IBBtill need to be subjected to the AML/CFT obligations. Barbados has
started with the necessatepshowever this has not resultegetin an increase in the effectiveness
level of the 10.4. This is despite a substantial level of compliance with the relevant FATF
Recommendations. Therefore, Barbados must address the legislative defidizimmgesase the

level d technical compliance and effectiveness with the FATF Recommendations. The RBA
approach to AML/CFT has been implemented by the FlIs regulated by the CBB, while the FSC and
IBD need to give proper followp to the lack of RBA by several FIs and DNFBPs urtteir
purview.
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Flsand CTSPs regulated by the CBB have generally adopted preventive mddansesf the Fls
have a Canadian based head office, and the CBB also considers the robustness of the AML/CFT
supervision of the OSFI but independently determihesVIL/TF risks of Fls

Barbados is planning to start with onsite visits of the Glseetorby thelBD, therefore there is not
sufficient informationto determinethe level of compliance with CDD and recdeekeping, bythis

sector. For Fls regulated byt FSC and IBD, thAssessment Teairas determined that CDD and
record keeping measures are being applied inconsistently and that retrospective CDD in most
instancedave eithernot started oire still being finalized.For Fls regulated by the CBB in general
theyhave appropriate CDD and record keeping policies and procedures in place and apply these in
a consistent and adequate manner.

The Assessment Tearhas determined that due to they BO informationis required to be
maintainedperthe Companies ActheCorporate Affairs and IntellectuBfopertieOffice (CAIPO)

can be in the position of not having-tgdate information on this subjedivhile there is no
deficiency in mandating th&O informationbe held at the registered office of the company, there
is no requirement for annual filing of the actB&® information and furtherCAIPO does not have
the legislative power to monitor or inspect the registered office to ensurB@hiaformation is
obtaned.

C. 5Supervisior{Chapter 6- 103; R26-28, R. 3435)

Whilst the CBB and the FSC apply a no objection policy to changes in beneficial owntrship,
IBD and the AMLA do not. This represents a material gap in the DNFBP vetting process.

Thelicensing, egistration and other measures instituted by Barbados mitigate to an extent the risk
of criminals and related parties from entering the financial sector. Hovmatrlicencingexcept

for the CBBand the FSChhere is no ongoing fit and proper testinbherefore, an IDB licensee or

a DNFBP could potentially be manged and / or contrdbedriminals and related parties for an
extended periad

As previouslynoted only theCBB and the FS@omplete fit and proper tésg on a regular basis
Whilst reguar periodic fit and propertesting has merit and should be adopted by edlevant
supervisorsthefrequency of testing could be increasedithe criteria standardised

MVTS have been risk assessattl identified as low risk arafeappropriatelyregisteredvith the
CBB andsubjectto the AML/CFTGuidelines applicable commercial bankdJnder an MOU with
the AMLA, the CBB has conducted a number of onsite visitdMVTS. Barbados hasecently
indicated that MVTS will be licenced in due course.

Whilst the IBD has indicated thabhey requireto be notified of subsequent changestime BO of
CTSPlicenses, the absence ad no objectionprocessexposes the IBD tan enhancedisk of
criminal control or involvement inlacensedor an extended periotivhile there exist within several
pieces of legislationincluding within theCorporate Trust and Service Providers fCTSPA), a
requirement to notifya changeof informationannualy or sooner, as well a@s the International
Business Companies AGBCA) andSocieties with Restricted Liability A(SRLA) (the Minister

to benotified of changes as they octand the MLFTA requiring disclosure afmaterial change,

these do not all expressly inclu8® information Further, alhough information is submitted to
financial supervisors, there is no legal mechanism cited as to how this information moves to CAIPO.
Thereforeputside of the annual filing to CAIPO of some level of information, such information sits



28.
29.

30.

31.

32.

33.

34.

35.

in different recordsvithin the jurisdiction thus mitigating against timely access to information by
competent authorities.

Except forcorporateand trusserviceproviders the licencing of the DNFBP sector is not mandatory.

At present gminginstitutions are registered with the Customs Brdisedepartmenbut are not
licensed or supervised for AML/CFT purposg&e registration process does lagipear tchave
robustregistrationproceduresn placeto prevent criminal control or involvement.

Dealers in precious metals and stones are not licensed or registenex/er the FIUhasrecently
started onsitsupervisoryisits to this sector At presentthere is only one dealer in precious metals
and stones operating Barbadoghrough various companieSiven the size of the operatigribe
company has no material impact on tb&l financial assets in Barbados. The FSC has determined
that this dealeposed a low ML/TF riskThis was confirmed by thAssessment Teaxturing the
onsite interview with the dealer. Thleetupof the transactions and the internal audit preventive
measures instituted by the compaoytributed to the low ML/TF risk rating assigned by the FSC

Accountants and lawyers fall under the second scheduleeoMLFTA. Most accountants are
registered with the Institute of Chartered Accountants in Barbatlbsughthisis not mandatory.
Their registration is for professional requirements aatfor AML/ CFT purposesLawyers are
required to become members of the Barbados Bar Assocattbregistewith theSupreme Court
Accountants and lawyers who actGESPsare required to be licenced by the IBD and therefore are
subject tahel B DAVK/CFT Guidelines

The canpetent supervisory authorities have adequate supervisory powers to ensure compliance with
AML/CFT requirements which include authority to conduct onsite inspections and compel
production without a court ordeiof all relevant information. The competenpgrvisory authorities

are also broadly empowered to impose disciplinary and financial sanctions.

Whilst the CBB and the FSC have a Hséised supervision framework in place the IBD does not
and is therefore unable to effectively supervise the IBD secdCTSPs in particular Whilst the

FSC is currently providing supervisory capability to the IBD under an MOU it is not evident that
this approach is sustainable. The AMLA has supervisory responsibility for the DNFBP sector
however as with the IBD, th&M LA is not able to effectively supervise the DNFBP sectémder

an MOU between the FSC and tABILA the mandate to supervise the DNFBP sector is being
fulfilled by the FSCIt is not evident that the FSC has tfezessaryesources teontinue taconduct
supervisioractivities on behalf of the IBD and the AML/Aarbados shouldherefore moveuickly

to formalise the supervision framework for both these sectors.

Whilst the CBB and the FSC employ a ris&sed approach to AML/CFT supervision and it is
recogrised that their respective risk assessment processes continue to be refined it was not evident
to the Assessors that the FSC had risk rated all Fls

The FSC operates a risk based approach to AML/CFT supervision with onsite visits conducted in
accordance ith the output from the risk assessment process and in accordance with an onsite work
programme designed to monitor compliance with AML/CFT requirements. However, it is noted that
discrete AML/CFT visits separate from the prudential onsite supervisiorrgpnoyvhich also
included AML/CFT) only began in July of 2016. Whilst the FSC uses a supervisory ladder to
determine the nature of its supervisory response to issues identified during the onsite supervisory
process the Assessors had concerns as ttisstentapplication of the supervisory ladder.
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The FSC and the CBB did provid®meanalysisindicatingthat their recent supervisory activities
have had a positive impact on compliabgeFls, acrosgachsector However, the Assessors did
not consider that the authorities had a robust mechanism in place to accurately calibrate the
impact of their supervision methodology on the compliance standards of Fls

Whilst the IBD andthe AMLA have supervisory responsibility for IBD licensees and DNFBPs
respectivelyhistorically theyhave exercised a limited supervisory rfiteshould be noted that the
largestcorporateservice provider is licensed by the CBB and has been supervised on aimgng
basis) However recently both the IBD and th@MLA executedMOUs with the FSC to provide
additionalsupervisory capabilityAccordingly,thereis insufficientlegacyinformation to determine
the impact of recent supereiy activities on compliancby CTSPs.

The IBD lacks capacity to conduct supervision as evidenced by the fastiffeavisioris provided

by theFSC.In practice the IBD operates primarily as a licensing authority histbricallyhas not
actively supervised the IBD sector. Howevaursuant to a recent MOU with the FSC, the FSC is
also providing supervisory capability in respect of the supervisionogborate andrust service
providers specifically.

Evidencestrongly indicateshat supervisors are not applying the full range @dikable sanctions
for varying degrees of necomplianceby Fls and DNFBPwith AML/CFT requirementsSanctions

which have been appliecare notconsideredproportionate and dissuasiead are therefore not
considereceffective.

C. @ransparency of LegaPersons and Arrangemen{€hapter 7- |05, R. 2425)

The Barbados system is generally effective in ensuring access to basic ownership information on
legal personHowever,the system is not as effective in respecB@f information Thereis no
informationto showthatLEAs can successfullgarry outinvestigaton into ML networks of legal

person, and can identify and prosecute beneficial owners. Barbados also has not instituted a risk
assessment of the ML/TF risks related to legal persotegadlarrangements. In that regard, there

is no information on the extent to which such legal personsegiatlarrangemerstare misused by
criminals. The accessibility of public basic information does not outweigtinieéy accesso BO
information; suich information could be kept at a location that is not immediately known to the
Registrar of companie€onsequentlyin some instance#, may beunknown whethesuch records

are maintained in an accurate manner and arto-dpte.

C.7International Coeration (Chapter 8- 102; R. 3640)

Barbados through several arms of government ranging from law enforcement and the prosecutorial
arm has engaged in some level of international cooperation as it relates to mutual legal assistance
and extradition.Some international and regional partners have indicated that the information
provided by Barbados useful, timely and comprehensivét was disclosed that there has been
specific regional cooperation in respect of drug possession investigation and prassbidioled

to convictions;also,there was a fraud investigation related moirstance ofegional cooperation

which commenced with the request for banking information but was not pursued to the point of
prosecution due to the lack of evidence. Inteomtily, with respect to fraud there has been the
immobilisation of bank records and the preparation of witness staterfidémi® was also one
specific instance of cooperation sought from an international jurisdiction which was not



consummated. It was glesah that there has bearspecificinstance ofinternational cooperation
however that matter is presensiyb judice It was disclosed thdtased orBarbadoégeographical

locationthe authoritiedave putmechanisms in place to share information with sgit regional

jurisdiction and the relevant agencieith regards to suspected terrorist movement.

Barbados cooperates with its international law enforcement counterparts, which has resulted in the
prosecution and conviction of persons in some instafdesial legal assistance @rextradition
mechanisms are also used.

Extradition requests are generally dealt with by the authorities, however, there re&mains
extradition matter outstanding for the review period. Based on the information reviewed, there is
evidence of international emperationwith respectto predicate offencesbut no evidene of
international cooperation with respectMid investigations

During the onsite examinatiotihere waso informatioravailable to show thabmpetent authorities
have been providing and responding téoreign requestdor co-operation in identifying and
exchanging basic anBO informationof legal persons ankbgal arrangementslt is also noted
howeverthat, during theeviewperiod no requestvere made to the jurisdictidar BO information

D. Priority Actions

The prioritised recommended actions for Barbados, bas#teedindingsare

1 Barbados shouldroceed taonduct anore comprehensivassessmertf its AML/CFT risks
threats and vulnerabilitieShisrisk assessmeshould be completday AMLA in conjunction
with FIsand DNFBPs, LEA andampetentuthorities with input from the private sector

1 Having conductedh comprehensiveeview of AML/CFT threats and vulnerabilitiesith the
participationof all stakeholder8arbados should ensure that tesults are disseminated to
stake holders and tmecessary measures, including resourcequia place to mitigate the
risksidentified.

1  The ML/TF risksassociated with gaming institutions should be assessed and if merited gaming
institutions should be regulated and supervised for AML/CFT purposes.

1 In particular,Barbadosshouldpromptly addresghe specific ML/TFrisk posed bylF, legal
personslegal arrangementfyreign companies, private companies, public compaNBs
and theganing institutions(particularly theslotdarcade gamingector) byformulating and
implemening strategieso mitigatetheserisks.

1 All supervisors should adequately identify and assess the ML/TF risk profil¢heir
respective sectors and institutionsimilar manetrto those best practices adopted by the CBB

1 Licensing requirements for FIs and DNFBPs intiZzalos shouldniversallyrequire approval
(in some form¥or changes iBO and changem key appointees.

1 TheFSC and the CBB should review the integrity of their risk assessment and supervisory
methodologie$o ensure that there is a proper balaretevben onsite and offsite supervision
and that onsite supervision cycles are linked to the risk ratings attached to the Fl

1  All supervisors shouldegin applyinghe full range of available sanctions for rmompliance
by FIs and DNFBP#& keepingwith prevailingAML/CFT requirements.

1 TheFSC should takeppropriate measurés make sure that adiredit unions, insurers and
securities companies understand their ML/TF risks and implement the correspaskling
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mitigation controlsThe IBD should increase the understanding of ML/TF riskE€B%Ps
Reporting entities should meade awaref their legal obligationtalsor e por t o6 at t emp
aborted transactionso.

Competent Authorities primarily the FIU and LEAs should ensure thtistics are kept in a
comprehensive and easily retrievable manner. This would enable the authorities to measure
the successand possible shortcoming in the AML/CFT regime of the jurisdiction including
that of whether financial intelligence is beingeeffively utilized by the competeatthorities.

The categories of statistics captured by the FIU should be broadened to include, areas such as
outgoing domesticrequesti nd Osuspectedd offences observe
bothfor informationfor LEAs andto support_EA investigations.

The FI1 Ub6s fhclitats thesondeictof conprehensive analysis, including strategic
and operationaanalysis, should be upgraddéurthermore, there is a need for the FIU to
conduct strategic analysis asisttserve as an important component in the AML/CFT
framework of the jurisdiction.

ML charges should be pursued asimary offence by LEAs andprosecutorial authorities.
Furthermorethe judicial system needs to be assessed and reviewed to ensure that ML/TF
offences and relatkpredicatematters areufficiently prioritised

Barbados should implement a written policy objective that is communicated to the Prosecutors
and LEAs to ensurthat confiscatioris of paramount importance to the relevant agencies and
that assets derived from criminal conduct or intended for criminal conduct are confiscated
based on this policy objective.

The Authorities need to treatas a priority the promulgation of the Proceedsind
Instrumentalitief Crime Bill to address deficiencies regardingshseizures, confiscation
and asset forfeiture.

Barbados should ensure that LEAs, Prosecutors and Judges receive aaledjgatginuous
training and developmentelative to confiscation and the recovery of criminal proceeds.
Furthermore, the related institutions should also be staffed to effectively deal with
confiscation.

Increased focushould be placean terrorism, terrorism related activities amekrorist
organisatios consideringnformationthat basean the geographical locatiafi the island, it
is being used as a transit point for terrorist fighters.

The implementation of the UNSCRs on proliferatiodd®MD should be undertakesy the
establishment opolicies and mechanisms to implement all URSto combat TF and the
financing of proliferation without delay aritdle monitor of reporting entities for compliance
with the targetedinancialsanctions.

Amendment to OMPA to includea requirementor the Director to immediately notify the
Registrar of Companies of the relocatiorBé informationother than the known registered
address.

Barbados should take measures to assess the risks of ML/TF posed by the misuse of legal
persons and legal arrangemerBsrbados should also take measui@ ensure thaBO
informationfor legal persosis maintained and available.

The nonissuance of the certificate of good standing obfuscates the sanctions regime for non
compliance with the filing obligation®arbados Isould therefore consider applying the fines
which forms part of the sanctioning regime.



Immediate traininghould be arrangefdr the FIU personneh analysing complex financial
data, strategic analysis anding analytical tools to enhance the ingglhice product.

The IBD and theAMLA should quickly move tostrengthen theAML/CFT supervigry
framework for the DNFBP sectdhrough riskbased assessment, targeted and prioritised
supervisory onsite visitand outreach.

Theoperational needs of law enforcemsuapportedy the FIUshould be articulated between
the agencies Barbados should take steps to imgaelations betweelaw enforcement
(which should include the Customs and Excise and BRA,the FIJ to ensure thiathere is
maximum use of th&nancial intelligence produst This can be done through joint and
coordinatedneetings.

The FIU should increase stinformation sources, such asmely access tocustoms
declarations, timely access BD informationand SARs fromFIs which includes attempted
or aborted transactions, to complement its intelligence reports.

Compliance and EffectivenessRatings

Effectiveness Ratings

10.1 10.2 10.3 10.4 10.5 10.6
Risk, policy and International Supervision Preventive Legal persons and Financial
coordination cooperation measures arrangements intelligence
Low Mod Mod Mod Mod Low
10.7 10.8 10.9 10.10 10.11
ML investigation & Confiscation TF investigation & TF preventive PF financial
prosecution prosecution measures & sanctions

financial sanctions
Low Low Low Low Low

Technical Compliance Ratings

AML/CFT Policies and coordination

R.1

PC

R.2

LC

Money laundering and confiscation

R.3

LC

R.4

PC

Terrorist financing and financing of proliferation
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R.5 R.6 R.7 R.8

LC LC NC NC

Preventive measures

R.9 R.10 R.11 R.12 R.13 R.14
C LC C LC LC LC
R.15 R.16 R.17 R.18 R.19 R.20
C LC LC LC PC PC
R.21 R.22 R.23

LC LC PC

Transparency and beneficial ownership of legal persons and arrangements

R.24 R.25

PC LC

Powers andresponsibilities of competent authorities and other institutional measures

R.26 R.27 R.28 R.29 R.30 R.31
C C LC PC LC PC
R.32 R.33 R.34 R.35

PC PC PC LC

International cooperation

R.36 R.37 R.38 R.39 R.40

PC LC PC LC LC
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MUTUAL EVALUATION REPRT

Preface

1.

This report summarises the AML/CFT measures in piladgarbadosas at the date of the ite

visit. It analyses the level of compliance with the FATF 40 Recommendations and the level of
effectiveness n B a robthedABIISQFT system, and recomends how the system could be
strengthened.

This evaluation was based on the 2012 FATF Recommendations, and was prepared using the 2013
Methodology. The evaluation was based on information providgtidogountry and information
obtained by the evaluatideam during its osite visit toBarbados fron®-16" December 2016.

The evaluation was conducted byAssessment Teaogonsisting ofMr. Jefferson Clarke, Mission
Leader (CFATF Secretariat); Ms. Jasmine Wade, Legal Expert (Antigua and Barbuda),vivir. Ke
Dolan, Financial Expert (Bermuda); Mr. Jean Candelaria, Financial E3psatagand Mrs. Mary
MartinezCampbell (Law Enforcement Expert (Trinidad and Tobago).Mtaial Evaluation Team

of the CFATF Secretariat al ®wluapon procesd. &k repontp ut
was reviewed by Mr. Gordon Hook, Executive Secretary of the APG; Mr. Francesco Positano and
Ms. Masha Rechova of the FATF Secretariat and Mrs. Maureen Simms, Deputy Governor of the
Bank of Jamaica.

Barbados previouslynderwent &£FATF Mutual Evaluation ir2006 conductegberthe 2004 FATF
Methodology. The2006 evaluationand followup repors to 2016have been published and are
available ahttp://www.cfatfgafic.orgFor thesake of brevity, on those topics where there has not
been any material change in the situation of Barbados or in the requirements of the FATF
Recommendations, this evaluation does not repeat the analysis conducted in the previous evaluation,
but includesa crossreference to the detailed analysis in the previous report as relevant.

Bar bad o sMutualk Bvalgation concluded that the country was compliant with
Recommendations; largely compliant witg partially compliant witi31; and nonacompliant with

6. Barbados wasrated compliant or largely compliant witB of the 16 Core and Key
RecommendationsBarbados exited the followp process in June 2016 on the basis that t
outstanding recommended actions were minor and the country was scheduled to timeldig

Round mutual evaluation in the second half of 2016. As such, in accordance with procedures
Barbados outstanding issues of tifeRdund followup processvereincorporated in the®Round

mutual evaluation

17


http://www.cfatf-gafic.org/

CHAPTERL. ML/TF RISKS AND ©NTEXT

6. Barbadosds the most easterly of therchipelago ofslandslocated inCaribbearSea and is within
close proximity of the other islands that makes up the eastern Caribbean including Grenada, St. Lucia
and St. Vincent and the Grenadines. The islaotiehundred and sixty siXL66) square miles with
a population of approximatetywo hundred and seventy seven thous@7d,000 inhabitantsas at
2010.The official language is English and the official currency is the Barbados Dollar (BBD)
although US currenis also acceptedhe Central Bank of Barbad¢SBB) exercises tight control
of foreign currency entering the Barbados econamy is also responsible for among other things
fostering monetary stability and promoting sound financial strucBaglsadoss a parliamentary
democracy and constitutional monarchy recognizing Her Majesty Queen Elizabeth Il as the Head of
States. She is represented by the Governor General (Ceremonial figure) who is appointed by the
Honorable Prime Minister who heads the Cabaidflinisters that includes the Honorable Attorney
General. Barbadoparliamentary system has been in existence since 1639, making it the third oldest
parliament in the British Commonwealth. Barbados is ranked in the Index of Economic Freedom
2014 as the'8freest economy in Latin America and the Caribbean aftdthe world. Barbados
is also ranked by the World Economd5aBlmmavingmés G
the 4" most stable banking system in the Western Hemisphere.

7. I nternational business is an i mportant compone
many different jurisdictions. Offhore investment coming out of Canada is by far the largest source
of investment funds for Barbados whilst Britain and thetédl States of America are sources of
regular business for Barbados. There is also a relatively high volume of movement of people
between those jurisdictions and Barbados.

ML/TF Risks and Scoping of Higher-Risk Issues
Overview of ML/TF Risks

8. Barbadosnaintains a low domestic crime rate relative to the rest of the Caribbean régmdune
2016 NRA as presented by Barbados identified the primary predicate offences for ML as: drug
related offences; theft; burglary; robbery and fralrd2015 Barbadosecorded 1190 drug related
criminal offences which accounted for 15% of the total number of recorded national crime statistic.
Please refer to Table 1 below for the categories of offences with higher ML risk as determined by
Barbados

Table 1 Category of offences with highest ML/TF riski 2015 statistics

Offences Number of offences | Overall percentage of
for 2015 crime in 2015
Drug related 1190 15%
Theft 1037 14%
Burglaries 1384 17%
Robberies 300 3.9%
Fraud 218 2.51%
9. The 2016 NRA, as presented by Barbados, identified six categories ohaisiady: geographic
ri sks, service risks, cust omer (service wuser
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10.

11.

12.

13.

financing risk. Three of these risks, namelgographical riskservice risk, and customer risk were
among the channels used to identify ML/TF risks to the financial sector. During the onsite the
Authorities articulated that the level of threats and vulnerabilities in the financial sector were
measured by the level eaictivities in the said financial sector. As a result, the Assessors were
concerned that the risk assessment methodology was overly simplistic and not supported by
comprehensive quantitative and qualitative data from key input sources and therefore dahalude

the short form NRA was a high level intrinsic risk assessment which did not adequately identify
ML/TF threats and vulnerabilities. Without adequately identifying the threats and vulnerabilities the
Assessors determined that effective national AMLIY@®licies and risk mitigation strategies could

not be developed. In particular, the terrorism and terrorist financing risk assessment were
significantly deficient. The Assessors did however recognize that this was an initial NRA and were
encouraged thatdbados had committed to reform its NRA product in 2017 using the World Bank
tool.

With respect to drug trafficking there were two Caribbean countries identified agidkigh
jurisdictions. National measures taken to address these risks include taaydtets at the points

of entry, increases in maritime patrols in the waters around Barbados and the better use of
intelligence by competent authorities. Whilst the Assessors applaud these measures, the Assessors
determined that given 15% of national crimere related to drug related offences, the NRA should

have included more comprehensive data to facilitate the identification of the specific threats and
vulnerabilities

Barbados' AML/CFTegislative framework has hathanges to the MLFTA, its ATA withhe most
recent amendment occurring in 20THe recent changes include making ML a standalone offence
and so too financing of terrorisfaurther, the FIU has a limited understanding of the operational
needs of its stakeholdetdowever the institutional famework for all agencies operating within the
AML/CFT regime should be strengthenddough the merging of intereand establishment of
standing operating procedures which govern their role and functions.

#1 O1 OOUG O O&KeapindodHigheRSK Igbied

The NRA did not identify and assess ML/TF threats and vulnerabilfiesr bados & NRA
conducted under the auspices of the AMuh participation by approximately 11 representatives

two of whom came from the private sectdiewever, it wasoted that private sector representation

at AMLA is limited because the two individuatk not represent their respective private sector
bodies but provided the experience they have in their fields (legal and insurance). This limited
private sector partipation was not a wide enough representation of the related stakeholders.
However, some private sector participation took place at the working group TeeeAssessors

were concerned that the participation of the financial sector was sub optimum. Bdytidivas

not evident that the sector specific risk assessments done by the CBB and FSC formed part of the
NRA. Whilst the NRA employed a risk rating methodology the Assessors were concerned that the
risk ratings were not based on pertinent empirictd.da

One significant observation is that the NB# not expresslydentify ML as a specific stardlone
offence Barbadosadvanced tha¥lL was not reflected as a standalone offence in the NRA because
in the history of keeping recordsiL had never beendentified as a major crimeeither through
number of offencesor impact on the national economiyhe authoritiegurther surmised thaML
offences would probably be subsumed in fraud recdirdsnot satisfactory to identify ML as a risk
only within the context of a predicate offence considering that there are severahlstaadL
cases pending adjudication in Barbados.
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Whilst the NRA did identify drug trafficking as a significant ridke tAssessors were concerned that

there was a limited analysis as to the nature, scope and scale of the threats and the vulnerabilities.
Without this the Assessors consider that it would prove difficult to construct an effective national
risk mitigation stategy

In the NRA there is ninformationon how the Authorities intend to mitigate the ML risk arising
from the identifiedcriminal activiies/predicate offenceparticularly those which are deemed to be
higher risk. Those activities/predicate offences includeags offences, theft, burglary, robbery and
fraud. The information provided by the authorities in the NRA suggsit the limited amount of

ML charges manating from the predicate offences is evidence that the proceeds from the offences
donotenter theinancial sectarHowever, this remainsin-substantiated in the absence of evidence
provided to demonstrate such findimgpportantly the Assessors deténed that the TF assessment

is significantly deficient and that insufficient qualitative and quantitative data was used to support
the low risk ratingln so far as the following risk: services riskf\FBPs @ate keepejgisks and

to some extent cust@an (services customer) risko sector specific information is provided.
Regarding the mitigation of crime risks, thathorities stated that tHeoyal Barbados Police Force
(RBPF seeks to prevent burglary offences through public education initiatives which addresses the
ways in which residents may secure their premises, community policing efforts, the neighbourhood
watch programme, and other measukEstwithstanding the RBR¥-sfforts, it is significant that the
offence of burglary represented the highest percentage of crimes committed in Barbados during
2015.

During the onsite th&ssessmernfeam gave an increased focus to the threatssalmerabilities
outlined below. Theyapresent not only the areas of high ML/TF risks but those that were of
significant interest or concern to the Assessnmiag@m based on publicly available material and
information providedy Barbadosn preparation for the onsite visit.

Threats

Drug trafficking: Barbados has indicted that the trade in illegal drugs is the most prevalent
challenge for the RBRFAdditionally, drug offences are the main source of criminal funds. Drug
of fences account ?!dverall crimé Pheradofe th® HRAMas ddensifiéd drug
trafficking as a significant risk.

Money laundering: Barbados has recordé&8 standalone Mloffencesand four personsonvicied
in 2014 and 2016or ML which originated from other predicate offencdsotwithstanding, the
NRA did notexpressly identify ML as a specific staalbne risk as articulated at paragrahoi
this reportIn essence, ML is not identified as a major crime and this peactiist be reviewed and
addressed, both at the level of the NRA and in the general opatatantext.

Porous borders: The jurisdiction has porous borders which are utilized by drug traffickers to
smuggle narcotics into the jurisdiction. Furthermore, as a result of the jurisdiction having an
international airport along with an international ped, these are utilized by the traffickers to ship
narcotics to other jurisdiction®rug traffickershave used Barbados to ferry drugs, some of which
are destined to other jurisdictions.

lBarbadosdé NRA (page 9)
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20. Human trafficking: Barbadoss listed asa Tier 2 country in the US Department of State Report.
A Tier 2 countryis one whichdoes not fully comply with th@rafficking Victims Protection Act
(TVPA- USA law), minimum standardsor the elimination ofhumantrafficking but is making
significant efforts tdoring itself into compliance with this lawdowever, the Authorities advanced
that part of the progress made in the area of human trafficking was the establishment of a counter
trafficking unit staffed with personnel from the RBPF. The personnel aredraireo adopt a

¢

centred approachd when they have to deal wi t h

order to pursue human trafficking crimes, the Trafficking In PersonsvAsénacted in June 2016.
Additionally, there isa nationaltaskforce against trafficking in persons which comprises several
key agencieBarbados has a national plan for human trafficking in place whereby the national task
force meets monthly to deal with all matters regarding human trafficking.

Vulnerabilities

21. Designated NonFinancial Businesses and Professions (DNFBPsReal estate agents are
facilitators of transactions for the sale and purchase of real property and as a rule they do not handle

the money involved i n a tr statesageots present.noriBkidic.b a d o s 6

Following discussion with the Real Eastate Agents during the onsite, the Assessors are of the view
that indeed the real estate agents in Barbados present no ML risk, as they are not involved in the
flow of funds betweerthe parties involved in the final real estate transactidhreal estate
transactions must be facilitated by a lawyer. The functions of lawyers and accountants captured for
AML/CFT obligations are not regarded as a major risk by Barligddkhe Trust Companies and
Service providers Ac{TCSFA) provides for the examination of the services providdBsth the
International Business Division (IBD) and the AMLA have have entered into MOUs with the FSC

to provide the supervisory capability to enable th® I8hd the FIU to fulfil their supervisory
responsibilitiesTheexisting supervisioarrangements with regard @NFBPsare not sustainahle

22. Transparency and beneficial ownership of corporate structures Financial Secrecinformation
surrounding the owmship of compares including that relative taultimate BO details are not
maintained in official records and are not publicly avaifallee AML/CFT supervision of TCSPs
and their role in the establishment of corporate structuesseviewed in detail byhe Assessors
There was aleterminatioowhetheBar badosd TCSPs aFisborAMbahe@d tr e a
purposes and that the relevant FATF Recommendations are applied to thisAsktitmmally, the
Assessordiave noted that without the legislative mandate the information to be gleaned from an
examination of this sector may not be-topdate and would be limited in facilitating an
understanding of such a vulnerable sector which are the gatekeepers to ttaiamzlr financial
services sector

23. Terrorist financing: Barbadosarticulatedthat there are no terrorism funds in the jurisdiction and
the likelihood of terrorist funds being sent to Barbados to finance terrorism elsewhere as
improbable’ While the Autharities indicated thatthe jurisdiction had been usedtasrorist transit
in onesingle instance, this did not generat€F offence The Assessment Team of the opinion
that Barbados should take into account that the country can be used to layéuritlis to finance
terrorism in other jurisdictions. Therefore the Assessors suggest that Bashadtdincrease the

SBarbadosd NRA (p
‘Barbadosd NRA (p

5Barbadosd NRA (page 11)
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weight assigned to external funding of terrorist financing. Akgessment Teamiso encourages
Barbados to reassess the low risk as=igio external funding in terrorist financing.

Proliferation of weapons of mass destructionBarbados indicatethat it has no weapons of mass
destruction andhat therefore such a scenammuld not materialiseln case it did, Barbados
indicated that itcan be treated as a predicate act to terroridowvever, the requirement of the
Recommendation is that the country should establish the necessary legal authority to implement and
enforce targeted financial saiets.. Notwithstandingthe difference in viewthe Assessors do not
consider PF to be a higlsk area.

Materiality

Of the 28internationabanks, only 16 engage in thighrty business, and of the remaining fh&
are holding companies whose onlyigty is the investment in subsidiaries. Thipdrty licensees
engage in such activities as trust and portfolio/investment managekseatDecember 31, 2015,
total assets reported by international bamlere BDS$82 billion with depositaking entities
accounting for BDS$5.6 billion in deposits. Of tB®S$11 billion in deposits (year end 2015) in
the domestic system, commercial banks accounted for 82% adshn&ga 8%. With respect to the
international banks onljour of the top ten banks engaged in dhrarty business, witlthree
involved in deposit taking-our banks were managing thimhrty assets ranging froBDS$300
million to BDS$5.5 billion at the end 2015.

Given its intermediary role, isignificance the high volume of transactions both domestically and
internationally and the wide international reattte banking sectas an important player in the
national frameworlof BarbadosIn the domestic financial system, commercial banks dominate by
asset ge, when compared not only to trestmpaniesfinancecompaniesand merchant banks but

also otheFIssuch asnsurance&eompanies andreditunions. At the end of 2015, commercial banks
accounted for 60% ofotal assetsof the financial sectgrwhile finance and trust companies
contributed another 8%. The CBB therefore has oversight for a significant segment of the financial
sector with the assets of international banks far out numbering that of domestic deposittaking
licensees.

Barbados has confirrdethat the financial sector is dominated by large Canguhaented foreign
bankswhich areregulated by the Office of the Superintendent of Financial Institutions Canada
(OSFI). Canadin banks have had a long history in Barbados and the MOU in plac®8kthhas
allowed for the sharing of information through supervisory colleges and regulator to regulator direct
contact.Stringent group policies are in for@ndthe CBB monitors licensees to assess that they
comply with the higher of home and host courstigndards.

The 2016 Financial Stability Report prepared and published by the CBB ptaviteakdown of
the assets held by financial institutions. The reportsiiowso mme r ci al banks r emai
player in the financial system holding %%0f domestic financial assets. The insurance industry
accounted for 1%, while credit unions continued to gain share, attractitig @ the market
compared to % five years ago. Trust and finance companies, mutual funds and private pension
schemes each held eethan 10660f t he systemds assets.

Interconnectedness and cross border linkages remain a key feature of the financial system. All five
banks are foreigowned. The larger insurance companies operate both regionally and
internationally, and some have mutiends and pension investment businesses. At the same time,
several trust and finance companies are owned by banks, or are affiliated with credit unions or other
nortfinancial conglomerates.
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The financial landscape continued tacharacterised by a hidgével of concentration, with the three
Canadian banks accounting fo%5f total bank assets. At the same time, the largest seven of thirty
four credit unions represented%af the industry. The lifesector accounted for twihirds of the
insurance mawt with only six insurers operating and the top three life insurers accounting/fof 95
total industry assets. There wdregeneral insurance companies, with the top three holditgad3
gener al i nsurersod assets. Further momeoftotdl he si
assets under management

At the time of the assessmerve MVTS entities operatein Barbados with only one entity
providing outbound services. MVTS secproviders facilitated a total 8DS$126.07 million in
transactions in 2015. This represented less than 1% of all funds flow activity. Further, the average
inbound and outbound transaction size in 2015B@2S$510 andBDS$687, respectively.

The DNFEP sector in Barbados is made up of mainly lawyers, (645); accountants (83); and TCSPs
(83).

Structural Elements

The key structural elements for AML/CFT controls appear to be present in Barbados. Political and
institutional stability and accountability and the rule of law are present. Barbados has an independent
judicial system headed by the Chief Justice. Issustafiing at both the magistracy and the judiciary
have a negative effect on the timely delivery of justice in Barbados. Whilst case management has
been given due consideration this is impacted by the availability of only 10 magistrates and two
judges who rast attend to approximately 18,000 to 21,000 court filings every year. This is impacting
the effectiveness of the judicial system in addressing AML/CFT matters.

Background and other Contextual Factors

Overview of AML/CFT strategy

There is no formaligt AML/CFT strategy for Barbados, however, the overall goal of the AMLA
which is exercised through the FIU, is to prevent or control ML and TF through the collection and
analysis of financial intelligence. Among the objectives to attain the goal set Byiiba is to

develop and maintain intelligence sharing structures and systems, establish close working
relationships with Fls and relevant local and international agencies, and encourage compliance with
the guidelines issued by the AMLAs it relates to adressing the AML/CFT goal of encouraging
compliance with the guidelines issued by the AMLA and other AML/CFT obligations, the AMLA
facilitated an MOU with the FSC to carry out onsite supervision of the DNFBP sector. To do this,
the FSC first considers thaherent risk of thoseectorssubses which are regulated which is
followed by the issuance of a questionnaire which captures both quantitative and qualitative
requirements of the AML/CFT laws and regulations, and FATF Recommendations. The approach
is supplemented by onsites which give the quality of risk practises across the AML/CFT regulated
sectors.

The FSC noted that from 2012, prudential and AML/CFT examinations were done together (prior
to 2012 such visits were conducted by the Office ofShpervisor of Insurance). However, from

July 2016, in an attempt to create a more robust AML/CFT compliant infrastructure, the FSC began
standalone AML/CFT visits. As part of the plan to manage AML/Qi#SKs, a threeyear work plan

for on sites was create The plan will cover not only AMICFT issues but also other elements
because of the broad mandate of the FE€h other elements inclugeoviding technical assistance
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and advice to the International Business Unit or to any other government ageeftiamrto its
responsibilities under any law to supervise, regulate or monitor any business operating in Barbados.

The Regional Security SystelR$S is presently based in Barbados and offers tangible support to
the RBPF on improving the u r i s dML @nd coofiscatidn regimeThe RSS was created out of

the need for a collective response to security thrieapacting the stability of the region. The
members of the RSS are the six Organisation of Eastern Caribbean States namely Antigua and
Barbuda, Donmica, Grenada, Saint Lucia, Saint Kitfdevis, Saint Vincent and the Grenadines
along with Barbados. The RSS comprises of several departments including an Asset Recovery Unit
(ARU) whose mandate is tackle serious crime in the Caribbean through rolinstgydap and the
application of proceeds of crime and money laundering legislafidns far, the RS®RU have
provided technical support and training, as well legislative drafting support in the form of the
Proceeds of Instrumentalitiesmid CrimeBill which has not yet been enactdthe Assessors were
informed that lhe HonorableAttorney General has given the political commitment to enact the Bill
within the first quarter of 2017The RSSARU continuego build capacity and capabilityot only

within law enforcement agencidsit FIUs, Public Prosecutors and the Judiciary

I n Barbados, the RSS seeks (LBAs ie nohndering serioush e e f
organised crime, particularly drug trafficking, by utilising cash seizure, ML and confiscatio
legislation, as key components in financial investigation and asset recovery. With the support of the
RSSARU, the jurisdictionhasc o mp|l et ed t he drafting of Omodel ¢
remedy legislative deficiencies and encourage thednttion and use of civil forfeiture legislation.

The underlying purpose of the R&RU is to provide a framework of legal advisors and financial
investigations advisors to support, mentor and train éamfiorcement personnel, primarily in
investigations.Although not formalised in a national AML/CFT strategy, the aforementioned are
some of the strategies i n sandvdinerabitiesng Bar bados¢

Barbados was ranke and 24'among Latin American/Caribbean and worldwide, respectieely
soundness of its bankisgctor and 1" and 56' among Latin American/Caribbean and worldwide,
respectively with regard to the regulation of its security exchaageerding to the Global
Competitive Report 2016/2017The global competitive report 26-2017 produced by the World
Economic Forum assess the competitive landscape of countries economies, providing insight into
the drivers of productivity and prosperity.

Overview of the legal & institutional framework

Legal System

The Barbados legal systh is founded in British common lailhe judicial system comprises a lower
MagistratesCourt and the Supreme Court &fidicature which sits as aHdigh Court andCourt of
Appeal vested by the constitution with unlimited jurisdiction. The Supreme Codudafature
consists of &hief Justice and threBuisneJudges.The HonorableAttorney General is responsible
for the administration of the legal and judicial system. Final appeal from Barbadian cavitts is
the Caribbean Court of Justice (CCJ), basettimidad and Tobago.

The responsibilities for Barbados AML/CFT policies are divided amongst the Ministry of Finance,
Ministry of Home Affairs, Office of the Attorney General and several agencies within those

7www.rss.org.bb
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Ministries. Consequently, the competenithorities and agencies responsible for the formulation
and i mplementation of Barbados6é6 AML/CFT polici

1 CBB-TheCBB is the competent authorityrespect of the licensing, regulation and supervision
of international banks falling under the Interneonal Financial Services Act (IFSA) and
commercial banksruast andinancecompanies andherchantoanks falling under thelR.

91 IBD - The IBD is thecompetent authoritin respect of the licensing, regulation and supervision
of entities governed by the Corporate and Trust Service Providers(GN¢SPA) the
International Business Companies AtBCA), the Societies with Restricted Liability Act
(SLRA), the Private Trust @mpanies At (PTCA), the Foundations ActFA) and the
International Trusts AdiTA).

1 AMLA and FIU - Barbados has established an AMLA which has responsibility for the setting
of policy and the gener al admi ni st ishadyisn of
composed of the principal public agencies which have some responsibility for these issues. All
the competent authities sit on the board of AMLAIt is the responsibility of the FIU to keep
the AMLA always informed of trends and all matteedated to AML/CFT All suspicious
activity reports are submitted to the FIU. These reports are logged and analydexsdatistics
and trends therefrom askared with AMLA. Since all the competent authorities sit on AMLA,
they are all constantly awaréwhat is happening on thisland with regard to ML/TF issues

1 FSC-TheFSC is theompetent authoritin respect of the licensing, regulation and supervision
of creditunions and Fls governed by the varidugs set out in the second schedulthefFSG\
(Exempt Insurance Act, Insurance Act, Occupational Pensions Act, Securities Act and Mutual
Funds Act).

91 Police -The Special Branch of thBRBPF collects intelligence with respect to all threats to
national security. This includes paying attention todtwef terrorism and efforts to finance
such activity.

1 FCIU 1 This is a department within the RBPF wittsponsibity for the investigatiomf ML
and TF.

1 DPP - Responsible for the handling of criminal prosecutions including those related to ML/TF
and &ts as consulting partner with the RBPF.

1 Office of the Attorney General i Primary legal advisor to the Government of Barbados
including ML and international treaties. Formulate and implement targeted programmes and
enact legislation.

Overview of the fiancial sector and DNFBPs

The financial sector in BRadosconsistsof the following:

Table 3 Financial Sector

Sector Amount
Banks 5

Life insurers 9
Non-bank and financial companies 13
International banks 28
Credit unions 33
Securities* 36
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* Securitiescomprise securities companies, investment advisers, dealers, underwriters, and mutual fund administrators.
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The DNFBP sector in Barbadosnsistf the following:

Tabl e 4: Barbadosd DNFBP sector

Sector Amount/Number
Casinos 0

Real estate aapts | 137

Dealers in preciouy 27

metals and stones
Lawyers 645
Accountants 83
Trust and company 83
service providers

Overview of preventive measures

The legal basis of AML/CFT obligations for the FIs and DNFBPBarbadosandthe enforceable
instruments through which they are applied, are as follows:

- Money Laundering and Financing of Terrorism (Prevention and Control})2B(NILFTA);
- Proceeds of CrimActi CAP 143

- Mutual Assistance in Criminal matters CAP 140A;

- Transnational and Organized Crime (Prevention and Control) Act;
- Corporate and Trust Providers Act 2015;

- Anti Terrorism Act, CAP 158;

- Anti Terrorism AmendhentAct 201528;

- International Business Companigst CAP 77,

- International BusinesSompanies (Amendment) AQ012
- International Financial Services Act

- Financial Institutions Act, CAP 324A

- International Financial Services (Amendment);Act

- International Trusts Act CAP 24K

- International Trusts (Amendment) Act

- Insurance A&t CAP 310;

- Insurance Amend Act;

- Cooperatives Societies Act CAP 378A

- Cooperatives Societies (Amendment) Act;

- Securities Act CAP 318 A;

- Securities (Amendment) Act;

- FSC AML/CFT Guideline2013

- CBB AML/CFT Guideline2013(updated 2016)

- IBU AML/CFT Guideline2015

- Drug Abuse (Prevention and Contraljt;

The CBB, FSC and IBD have issuddL/CFT guidelinesin conjunction with the AMLAfor
licensees and registrantghich fall under their respective purvieWhesesuidelinesareconsidered
enforceable mearand provide guidance to the licensees and registregésdingtheir obligations
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under the MLFTAAs per the MLFTAthese obligations are mandatory and the sanctions fer non
compliancedffences aredeemed effective proportiante and dissuasive According to the
provisions of the CTSPA and the Securities Act, several licensees are dually supervised by the CBB,
FSC and IBD

Overview of legal persons and arrangements

The AMLA is responsible for the supervision of the DNBBEBdor and has delegated this function
to the FIU. Both the IBD and the FIU have entered into MOUs with the FSC to provide supervisory
capability as this sector does not directly fall under the ambit of the FSC.

Overview of supervisory arrangements

The competent supervisory authorititeg the financial sector are the CBBe FSC andhe IBD.

The CBBis responsible for the licensing, regulation and supervision of domestic and international
banks falling under the IFSA and Trust and Finance Companieslarchant Banks falling under

the FIA. The IBD is responsible for the licensing, regulation and supervision of entities governed by
the Corporate and Trust Service Providers Act, the International Business Companies Act, the
Societies with Restricted Lidlty Act, the Private Trust Companies Act, the Foundations Act and
the International Trusts Acthe FSC is responsible for the licensing, regulation and supervision of
credit unions and FIgyoverned by the various acts set out in the second schedtile 6SCA
(Exempt Insurance Act, Insurance Act, Occupational Pensions Act, Securities Act and Mutual Funds
Act).
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CHAPTER2. NATIONAL AML/CFTPOLICIES AND COORDITION

Key Findings and Recommended Actions

T

1

Key Findings

9 The jurisdictionhasnot demonsttedthatit has acomprehensivenderstaniohg ofthe ML/TF risks

within the countryIn particular the assessment of tHerisk is significantly deficient Moreover,
the risk assessment conducted by Barbados did not encourage input from private sector sta
who would be in a good position to understand thestlskt are associated with their sectors.

Barbados should include its legal personslagdlarrangements and the gaming sector in its N
TheCBB understands and identified the ML/TF risks specific to the banking sector

The application of ghanced or reduced due diligence measures detailed in sector specific gu
are noffully suppated by an understanding of the ML/TF risks.

Thefindings of the NRA did notully comport with information obtained from LEAs working on

keholders

RA.

delines

the ground, indicating thalstem of national coordination requires further enhancement to be truly

effective.

The findings of the risk assessment @ not been disseminated to the relevant stakeho
particularly those within the private sector, thereby allowing them to have knowledge of sac
threat and vulnerabilities and taking measures to mitigate same.

Recommended Action

The NRA or the sanitised results of the NRA should be disseminated to the r@ebbnsector
authorities, law enf@ement and the private sectorgenerate policies therefrom

The private sectobodies including the FIs and the DNBPs should be consulted in the NR
exercise going forward

The NRA should contain threats vulnerabilities and appropriate risk mitigation measures
National coordination requires further enhancement to be truly effective

The application of any enhanced reduced due diligence measures should be predicated ¢
understanding of the risks identified in either the NRA or sector specific risk assessments.

Input to the NRA shoulthcludeLEAs.

ders
h risk

A

bn the

The relevant Immediate Outcome considered and assessed aéhdpter is 10.1. The recommendations
relevant for the assessment of effectiveness under this section are R.1, R.2 and R.33.

Immediate Outcome 1 (Risk, Policy and Coordination)

47.
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The NRA identifiedsix risks as folows: 1) geographical/jurisdictional risk; 2) services risks;
customer (service user) risks; 4) gatekeepieks, 5) crimerisks and 6) terrorism financingsks
Together with the identification of the six risks an explanation has been providgaportsin the

OEOEQG

3)

Immediate Outcomedotwithstanding, nowhere in the NRA was there any indication of what the

actual risks were or how money is laundered in Barbados. There was also no indicatiether
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or not Bar bsecthrwas éxpdsed imlany waased on the interviews conductiging
the onsite assessmetfie first observation was that the rasngssigned to the riskwere not
substantiated.

The authorities in Barbados have not articulated and or demonstrated agyapdlior activity that
came about as eesult of the NRA However, Barbadoshas indicated that it will conduct a
comprehensive NRAutilizing the World Bank tool as a guide, to facilitate a more transparent
methodology The country is therefore encouragéa complete the NRA so it can fully identity,
assess understand and mitigate ML/TF risks.

The CBB and FSC ha developed a risbased methodology which it used to facilitate its
understanding of the ML/TF risks to which the domestic and internationks btansts and finance
companies, and merchant banks were exposed. This methodologyedeéhéfieading risk factors
by non-deposit andleposit taking entities

The FSChasindicated that itompleted sector risk assessments acrosGréwdit Union, Insurance

and Securitiessectors and has risk rated each sector. The methodology here was to derive risk
assessmentisom a review of the inherent sector risk and risk-asessments conducted by the
larger Fls in each sector; aggregated sectarifipgualitative and quantitative data; and the output
from onsite examinations conducted on the larger FIs in each secteaniNmerisk assessments

were provided by the FSC and tAesessorsvere not able to determine the extent to which there
was an aderstanding of the ML/TF risks facég this sector.

Based on the information gleaned, the understanding of the risks as ideénttfiedNRA and the
application of the same tanot been utilised by policy makers, superviséis,and DNFBPs
Indeed,the FIs and DNFBPs interviewed during the onsite examination did not have sight of the
NRA, or any sanitized appropriate levels of informatiogither was there any specific identification

of how a risk identified within the NRA led to the development gicéicy and the relevant
deployment of resources and other mitigating factors. This is contraryitddh®ation gleaned at

the meeting with theAMLA where itwasi ndi cat ed that a fAbottom upcg
completing the NRATheinformationelict ed over the course of the ol
down approacho.

The Assessors have already expressed concerns as to the integrity of the methodology used to
complete the 2016 NRA. In particular the Assessors were not provided with supeeitiegce

that pertinent qualitative and quantitative information underpinned the NRA methodology and the
risk ratings. In addition, the Assessors determined from discussions with FIls and DNFPBs that
private sector involvement was limited

National policies to address identified ML/TF risks

Whilst the Assessors are of the opinion that the NRA was completed primarily for the purposes of
the CFATF assessment, this does not invalidate the work done by Barbados to complete its first
NRA. The Assessors recognize that the completion of an NRA is not mandatory but there is a
requirement that the jurisdiction should understand the ML/TF risks to which it is exposed and has
developed and implemented appropriate risk mitigation strategies. Thesdtssds not consider

that the 2016 NRA is in a form which can adequately inform the development of a national risk
mitigation strategy. The Assessors do recognize that with respect to the financial sector, the CBB
and the FSC continue to develop their seand Fl risk assessments and implement risk mitigations
strategies. These risk assessments continue to be refined and can be configured to feed into the next
NRA. The Assessors are encouraged that Barbados has committed to reforming the NRA using the
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World Bank tool and is now in the process of completing data calls with all relevant stakeholders to
obtain the necessary data. This will enable Barbados to comprehensively identify national ML/TF
threats and vulnerabilities and develop appropriate ridigation strategies

Exemptions, enhanced and simplified measures

Barbados has not implemented any exemptions from its AML/@fRsures However, the
jurisdiction has prescribed isector specific guidelines issued by the CBB and the BB,
circumstanes in which enhanced or reduced due diligence measures may be emplogealrisk
based approacfihe riskbased approach was not predicated on either the Niit¥#e €BEs sector
specific riskbased methodology.

Objectives and activities of competentihorities

The competent authorities sit as members of the ANHUS ensuring that therefigl supervisory
coverage at the policy development level. AMWAS created by Barbados to oversee and coordinate
the AML/CFT activities and thusets the nationéML/CFT policy for Barbadoslts functions are
prescribed in the MLFTAand are AML/CFT specifidBased on theopiesof minutesof AMLA
meetings provided to thAssessorsthe activities of the AMLA are quite consistent with these
functions. Each memberof AMLA uses their individual forum for interacting with their
stakeholders. They consult with those stakeholders and take that feedback to the AMLA thus helping
to ensure that AMLAGs activitiesoftejorisdicion i n |
The AMLA has an NRA working group committee which brings to the AMLA their understanding

of the AML/CFT risks to their various sectors, lthis is a work in progress.

National coordination and cooperation

Barbados has establishibs@ AMLA which hasresponsibility for the setting of policy and the general

administration of the countryés AML/CFT progr

agencies which have some responsibility for AML/CFT issues. All competent authorities sit on the
Board of AMLA to include the Chairpersorittorney at Law for the Faculty of Law of the
University of the West Indies; the Deputy Chairpersoretired banker &ém the private sector; the
Solicitor General or representative; tbtemmissioner of Police or represeitaf the Commissioner

or Inland Revenue or representative; The Comptroller of Customs, or representaBigehgsor

of insurance or representati@ow the FSC)the Registrar of Corporate Affairs and Intellectual
Property, or representative; the Heafd Banking and Supervision Departmefor nominated
representative}ogether with two additional members from the private sector with experience in law
and insurance regulation.

TheAMLA mees on &erage monthly or at least eight times per year.fiimetes of these meetings

are presented tthe HonorableAttorney Generahnd discussed at thevel of the CabinetThis
represens a demonstration of the political commitment of Barbadosdd®WL/CTF process. The
meeting areheldat theoffice of theFIU, which is the office of AMLA. Based on the organisation
structure, there is in theory the scope for national coordination as the mechanism and authority are
well established to give effect to the said coordinatidawever, there is no formal terms of
reference for the AMLA and no evidence of national AML/CFT policies being produced by this
authority.

The main determination of the true extent of national cooperation was anticipated to be featured in
the NRA as produced by Barbadbmwever, uportloseranalysistwas discerned that many of the
risks and the ratings and weight attributed to the same, did not comport witwatabtained on
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the ground. It thereforleegs thejuestionas towhether the intent dlRA is truly borne outAt the
end of theonsite evaluationit was determined that the system of national coordination requires
further enhancement to be truly effective

The FSCand the CBB have aOU in place to facilitateéhe effective discharge tifieir respective
supervisory rem@g  Thereis also evidence that joint supervisory visits between the CBB and the
FSC takeplace as may be requirethe CBB has alsenterednto anMOU with the AMLA to act

as designated supervisor for the MVTS sectbhe IBD and theAMLA have alscenteredinto

MOUs with the FSC to provide supervisory capability with respect to the DINEB&or.
00OEOAOA OAADI 080 AxAOAT AOGO 1T £ OEOEO

The jurisdiction produced an NRA ddt80 June2016 This NRAcontainedho evidence oflirect
contributionfrom the private sectareither didt containanyinformation that reflected private sector
involvement, to include Fls and DNFBPs. Upon closer analysis of the NRA it became clear that the
result of the NRA wereproduced with limited information from the private sector. Furthet the

private sector was not privy to the results and contents of the 8lRA at a very high levaheither

was there any sector specific assessments conducted even though the CBB has shared its RBA
methodology with its supervise€ekhis leads to tb conclusion that the private sector is aotfait

with the risks that face the county to conduct any mitigation efforts.

Whilst theprivate sectois represented on t#VILA , there is limited evidence that the private sector
participated effectively in the NR#orking group. In addition, several FIs and DNFB#® were
interviewed by thé\ssessoradvised that they were unaware of the NRA process or the production

of the 2016 NRA. However,several of thdarger Fls across each sectanfirmed responding to

recent data calls which were issued by both the CBB and the FSC to assist in the refinement of their
sector risk assessments.

There is evidence that seveshthe largefFIsin each financial sector do have a good understanding
of the ML/TF risks to which they are exposed and are using informetitated as part of theata
call process to enhance their ML/TF risk assessment frameswork

Overall conclusions for ImmedmOutcome 1

Barbados submitted a NRA dated June 30, 2@1&hich it proposed to identify and assess the
ML/TF risks for the countryHowever, heNRA as presenteid generain natureanddid notreflect
gualitative and quantitativeinformation to suppa the conclusionsThe NRA further did not
articulate the ristbased approach that was engendered commensurate with the risks identified. It
did not elaborate on the specific obligations and decisions for the jurisdiction to identify and assess
their ML/TF risks on an ongoing basis. It did not express the objective at the country level in terms
how the information within the NRA would provide input for potential improvements to the
AML/CFT regime, including through the formulation or calibration of natidsML/CFT policies.
Barbados does not hamational AML/CFT policies in placeBecause ofthe NRA beinglimited in
scopethe jurisdiction has articulated that it intends to conduct a matepth NRA using the World
BankAnalytical tool.

Barbados has achievea low level of effectiveness for 101
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CHAPTERS. LEGAL SYSTEM ANDPERATIONAL ISSUES

Key Findings and Recommended Actions

Immediate Outcome 6

T

Barbados has a functional FIU thateives SARs from Fls and DNFBPs. The FIU also

disseminatefinancial intelligenced law enforcemendiuthorities including the FQJ of the
RBPF as a result of its operational analysi¢hilst the FIU has demonstrated that it h
conducted some level ofperational analysis, the Unit has not undertaken any stra
analysis which is in keeping with the FATF Methodology.

To conduct its analysis, the FIU can request information from any Fl, DNFBPs, or f

as
tegic

bublic

aut hority. However , tdrdper opEratibhal sanalgsis tolsupgog thet o ¢

needs of | aw enforcement i s | i mit elackof
directaccess to databases, including the timely access to BO information, and the |3
proper information technobtly system as a tool to conduct comprehensive analyses. £
on a lack of timely access to relevant information, the sharing of financial intelligen
develop evidence for use in the investigation and trazfingminal proceeds related to ML
associted predicate offences and TF is stymied.

Although, the FIU has demonstrated that it does maintain accurate information in som
that arespecific to its mandate, there appears to be deficiencies in the way informal
captured, as information ihalways easily retrievable. This factor had an impact on
FIUG and other competent authoritesbility to demonstrate effectiveness in accorda
with the methodology for the immediate outcome

The FIUb6s financi al i nilizeal tola negligible extentby HEA:
to obtain investigative tools and used in the arrest and charging of persons for ML o

Additionally, the financial intelligence and information used is not commensurate wi
ML risksin the jurisdiction.

A feedback system was initiated by the FIU however, it is not utilised by law enforcg
and competent authorities to provide feedbackhimwv that the reports disseminated by
FIU consistently add value to their work.

The FCIU demonstrated thatitilises financial intelligencom the FlUto a limitedextent
to assist in its investigations. Howevagn information was provided to the Assessorg
demonstrate thatthercompetentuthorities utilised financial intelligence to undertake th
functions.

These
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The number of SARs submitted by the DNFBP sector is low. The DNFBPs submirted a

total of 24 SARs to the FIU for the years 2012 to 2015
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Immediate Outcome 7

1

Immediate Odcome 8

T

It appears that the principle of repo
not applied byall the reporting entitiesTherefore pertinentinformationthat may support
the operational needs of the FIU and law enforcelisamtavailable tahe FIU.

Approximately56% of SARs submitted to the Fi@ total of 898 for the period 2012 to
2015) are céegorised a® cgno i n g aA significant mudber of SARs (including
SARs from 2012) are still awaiting analysis, and the fact that only 1.34 % of the SARs

received were analysed and disseminated to the relevant competent autfb2itadshe
898 SARs received for the reviewed periatiggests that there is a significant limitation

rti

in

ng

the FIUb6bs analysis capability or a wejaknes

period under review.

There is no systematic method thgbuvhich the Customs transmit reports of clossder
currency declarations and BNIs to the FIU.

LEAs which are part of the AML/CFT framework are aware of the -higk issues as
identified in the NRAHowever, there is n@vidence to show that Mis investigated and
offenders prosecuted in line with the perceivedsisk

The FCIU, a department established within the RBPF, was created as a specialized unit
responsible for the investigation of ML offences. Howelr,is notpursued as the primary

offence as the priority of LEAs is towards investigations, charges and prosecutiqg
predicate offences

There appears to be a good working relationship between the FCIU and the Drug [Squad.

The information presented showed thatsalparallel investigations were initiated betwe

the FCIU and the Drug Squad, albeit that most of these investigations did not result in

n of

en

prosecutioo. The persons charged in these matter.

to the criminal network. Further, the relationship between the FCIU and the Drug $quad

needs to bemirroredto other LEAs and departments within the RBPF especially those

depatments which investigate predicate offences that have atvigtedium risk for ML.

In cases where investigative tools such as production ordeexjaiieed there are inordinate

delays These delays negativeimpact the work of the FCIU.

There is no explicit cash seizure provisioithin the POCA for cash and BNI derived from
or intended for criminal conduct or criminal activity respectiv@lgesently, cash is seized,

in accordance witthe provisions under tHeCA (attempting tamport/attempting to expor
without the necessary permission of ®BB). Barbados recognized this shortcomargd
the ProceedandInstrumentalitie®f CrimeBill was drafted to address this shortcoming

Barbadodasnot advancea policy objective o6tandard Operational Procedu(8©B as

it relates to confiscation of the proceeds of crime and instrumentalities, which will guide

personnel in matterfor example, where predicate offences are reported to the FCIU,
will be the steps to conductsat tracing with the intentiaio confiscae. The policy should

be communicated to agencies involved in the confiscation process, including the Office or

the DPP.
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Recommended Actions

|mmediate Outcome 6

T

Confiscation of the proceeds of crime and instrumentalities is not consistent wit
jurisdiction AML/CFT policies and priorities. Further, confiscation is not purs
commensurate with the risk identified.

Law enforcement and prosecutors are not adequately trained in the area of confisca
lack the necessary human resources to tracdjfiand effectively undertake confiscatig
proceedings.

Thereis at present no asset sharing agreement. However, a draft asset sharing ag
was created with assistance from the United Nations Office on Drugs and Crime (UN

The FIU should review the manner/method in which it conducts its analysis and look
factors that may affect the quality of the intelligence reports it disseminates to dete
whether the lack of access to the widest range ofrirdtion and/oanalytical capacity, the
lack of direct access to databases and the lack of IT and human resource is affec
guality of its intelligence product.

function and to add value to thaglligence product it disseminates to competent authori

The FIU shouldconduct a review of its analytical capabilities including a review of S/
outstanding from 2012. Further, to improve its analytical capability the FIU should cor
acquiing and utilising the appropriatd systenianalytical tools to support its prese
human resource capacity. This may also address the number of SARs awaiting anal
would | ead to an increase in the FI UG

The rekvant authority should seek to increase and develop the human resource cap
the FIU to ensure that the FIU has adequate staff to undertake its core function
recommendation is based on the annual increase in SARs submissions and the de
the number of SARs analysed and financial intelligence disseminated.

The FIU should begin conducting strategic analysis as it is a key function of FIUs g
important component of the AML/CFT framework. The purpose of strategic anatysis
alia, should be to provide policy makers and competent authorities with an insight of

and patterns relating to ML and TF in the jurisdiction.

The FIU should enhandee process for managing the workflow of financial informati
from the point of receiptthe analysis of information, and the dissemination of
intelligence to competent authorities.

LEAs and competent authorities should utilize the FIU and thésHhielligence product
on a greater and consistent basis. This should include when intiesgare being
conducted for ML, associate predicate offences and TF.

Law enforcement officers should be granted additional training in the use of fing
intelligence, including advance training in this competency
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The FIU shoulccontinuouslyenga@ the users ofts financialintelligence and undertake &
assessment to determiriee types of financial intelligence needed by the compete
authorites and thereby strengthen its analysis produthis can be achieved through t
use of the feedback fimis and regular intergency meetings between the operatio
agencies including but not limited to, LEAs such as specialised departments of the
specifically those that investigate predicate offences that are higher risk to ML, a
Customs and Exse Department.

The relevant competent authorities, particularly the FIU and the reporting entities, §

ensure that SARs related to attempted/aborted transactions are submitted to the FIU.

The FIU and Customs department should establish a formalgsrémethe transmission @
crossborder currency declarations and BNiIs to the FIU.

The FIU should undertake aranalysis & SAR submissions to ensure that the volu
submittedis commensurate to the risk profile of the sectors, particularly the DNFBPS
also to determinghereasons fothelow reporting

The FIU should provide wpo-date and continuous guidance to reporting entities wi
should include suspicious indicators to support their identification of si@pus
transactions

The FIU and other gopetent authorities should ensure that comprehensive and update
and statistics are maintained. This would alert and inform competent authorities of p
weakness in the AML/CFT system and assist with the jurisdiction achieving gf
compliance with the FATF requirements and demonstrating effectiveness in fu
evaluations.

Immediate Outcome 7

1

LEAs should ensure that ML cases, including complex cases dasaliering, third party
laundering and parallel financial investigation are prioritiz@inmensurate with the
Co u n tML yis&. s

LEA can utilise FATF guidance on AML/CFT related data and stati2ds. This guide
is available on th&€F ATF6s website. A systematic
assessing effectiveness

LEAs should sdeto increase and enhance its human resource capacity to ensure thg
is adequate staff to undertake its functions of financial investigations.

Barbados should ensure thatson 42 of the POCAwhich make provisions for police
officers to obtaimproduction ordersis strictly followedor ensure that the Office of DPP
staffed with the adequate human resource to alleviate delays when applying to the C
production orders or other investigative tools.

Attemptsshould be made at the leveltbé judiciary to have Micasesaddressed promptly,

Where possiblgbut not limited toa dedicated court for the attention of ML matters sha
be established, or an adequate number of judicial offiepp®intedto facilitate timely
attention to ML cases
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Immediate Outcome 8

1

Competent Authorities should ensure that there are institutional frameworks for LE
prioritize ML. This should include a mechanism for all investigators of predicate offe
(proceed generating crime), to initiate or cause to be initiated ML igegistis with afocus
on large and complex cas@his mechanism for selection of cases for ML investigati
may include criteria such as, financial thresholds of the case, property or assets in
links to organised crime, the nature and seriousnieggffence, loss of revenue to t
government, and availability/sufficiency of evidence.

AS to
nces

ONs
volved,
e

The judiciary should as a matter of priority adjudicate on the backlog of predicate offences

in which LEAs are seeking to commence confiscation proceedings.

Barbadosshould pursuenatters related to the instrumentalities and property of equivd
valuefor ML in similar mannegas general criminal proceeds

TheProceedand Instrumentalities of Crime BBhould beenacted and implemented.

The jurisdiction should expedités stated intent to create synergies betweenLEw,
Customs and Immigration, CoaSuard and the BA to create greater efficiency in th
present system

Barbados should implement measures for the sharing of assets that are sul
confiscation.

LEAs and the Office of the DPP along with other competent authorities should put me
in place to ensure that confiscation is consistent with the Goéns A ML/ CF T
and ensure that confiscation is pursued in accordance with the risks identified in the

The Authorities should ensure that agencies which are engaged in configcatieedings
specifically the Office of the DPP and FCIU are adequately trained and staffed to und

hlent

pject to

asures
fram
NRA.

ertake

their functions with regards to confiscation proceedings.

The relevant Immediate Outcomes considered and assessed in this chapter@réh€&ommendations
relevant for the assessment of effectiveness under this section are R.3, R.432.R.29

Immediate Outcome 6 (Financial intelligence ML/TF)

Use of financial intelligence and other information

65.

66.

36

The Barbados FIU is an administrative type ERfiablished as a department within the Office of the
Attorney General. The FIU ithe authoritydesignated tageceive SARSrom reporting entities
including Fls and DNFBPs in accordance with the MLETAe primary functiosof the FIUare:
the receiptand analysis of financial intelligence and information; and the dissemination of
intelligence products ttaw enforcement and public authorities. The FIU is described as the office
of the AMLA andbesides its core functions, the FIU alss a responsibilitjo keep the AMLA
informed of trends, statistics and all matters related to AML/CFT. This responsibility is critical as
all competentauthoritiesincluding LEAs and Regulatore represented on the board of AMLA,
which isthe primary entity responsible fansumg that thestability of the AML/CFT systenis
maintained

The main source of financial information for the FIU is the SARS it receives, which are stored in the
Ubs database. The FI U also util i zreestowhjre

F
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it has direct access, such \&srld-Check to access additional information it needsctunduct
analyss. All other information required for analysis is accessed indirectly, through written request.
The FIU can request information from &lls, DNFBPs andoublic authoritiesincluding the tax
authority, as needed to perform its functions. Howevbe FIU does not capture as a statistic,
requests for informatiomade to domestic authorities. Thilsere isno evidence to suppodr
corroboratethe stated action of the FIbf making requests to domestic authoritiesl therefore
accessing a wide variety of other relevant informatmsupport its functions. Statistics play a
importantrole in demonstrating th&trength, weakness and levelaffiectiveness of the AML/CFT
systemTherefore, an appropriate method of capturing statistics is hecessary sivbidtinclude

data on domestic requests for informatiorer alia.

67. Information held in dtabases such as criminal records from the RBPnéoreination on BDscan
only beaccessefbllowing awritten requesfrom the director of the FIUThe Assessors are of the
belief that die to the lack of direct accessthese criticalatabaseghe timeliness and adequate
content of the FI@ s d i es,cdn besnagatively affected.

68. Further, the Assessors are of the opinion that the intelligence products disseminated to LEAs by the
FIU require more detail and -tlepth analysis fothemto adequately support LEAs operational
needs. This opinionisbatde on t wo samples of the FI Ub6s discl
by the Assessors. Whilst these disclosures contained subject data,abeceindepthanalysis and
no recommended actions. The Assessors therefore recommends that the FIU review th
manner/method in which it conducts its analysis and look at the factors that may affect the quality
of the intelligence reports it disseminates to determine whether the lack of access to the widest range
of information and/oanalytical capacity, the ldcof direct access to databases and the lack of IT
and human resource is affecting the quality of its intelligence product.

69. The fnancial intelligence productisseminated by the Flare primarily developed from the receipt
of SARsand information obtaied from FIs andNFBPs. The FIU has the authority to request
information from all reporting entities and public authorities. This gives the FIU reasonable scope
to access financial information to conduct its functiofisom the LEAs perspective, financial
information/intelligence can also be obtained by the LEAs from the FlIs through the use of
investigative tools, e.g. production orders and also through requests to the FIU.

70. With respect to making international requests, statistics showed that for the peti2 to 203,
eightrequests for assistance were mhagléhe FlUthroughthe Egmont Secured Web (ESWhhe
Assessors therefore concludes thatRhéd ase of the ESW is negligibbnd demonstrates that the
FIU is not requesting information from itsgienal and international countparts including foreign
FIUs to conduct its functions particularly analysis of STRs that may havejesigdictional nexus
For the FIU to access the widest possible range of information to conduct its primary function,
secured information platforms such as the ESW, should be used Tiiyefore, the FIU is
encouraged to maximize these ofthe ESW to share financial intelligenaad to access relevant
information

71. The FIU sharesnformation and financial intelligenagith other competent authorities @a own
volition/spontaneouslypr uponrequest These competent authorities do not have direct access to
FI Ubs i nformati on and t herefore ar e requi red

8 A highly structured close source database on intelligence or heightened risk individual and organisation.

9 A secure communication system to exchange information between FIUs who are members of the Egmont Group.
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information/intelligence Wwen required for their functions, including investigations, prosecution, or
asset tracing, freezing and confiscation. The information provided to the Assessors showed that the
FCIU, a department within the RBPF, is one of the principal requesters of atfonmalthough to

a limited extent. Units within the RBPF such as the Drug Squad and Fraud Unit, would make an
indirect request to the FIU via the FCIU. The information also shows that these departments are also
requesting information to a negligible emxtéo investigate associate predicate offences. There is no
information to suggest that other competent authorities such as the Customs and Excise Department,
are requesting or utilizing the FIU in obtaining financial information to conduct their respectiv
functions, patrticularly investigating ML, associate predicate offences and TF along with tracing,
identifying, freezing and confiscating the proceeds of crime commensurate with the ML/TF risk
identified by the jurisdiction.

72. A review of the requests fanformation to FIU from competent authorities, excluding the RBPF,
showed that for the period under review (2@TA5), seven requests were made to FIU from one
LEA and two public authorities. A total of four requests were made to the FIU in 2012 anihthree
2013, to which the FIU responded to six of the seven requests. For 2014 and 2015 there were no
requests from domestic competent authorities. The foregoing information supports the conclusion
that competent authorities are not utilizing the FIU to thke$t extent to obtain financial
information/intelligence to conduct their functiongable 5 provides a breakdown of the requests
and responses made by competent authorities, excluding the RBPF to the FIU.

Table 5: Requests & Responses Relating to @&r Local Competent Authorities

2012 2013 2014 2015
Requests
LEA member 1 2
Public Authority B 2
Public Authority C 0
TOTAL 4

73. The FCIU makes a formal request for information relevant to a case/person/entity to the FIU when
conducting investigations. The Assessors were informed that in urgent cases, the FCIU makes
informal requests to the FIU which are generally responded tonweitie day. Informal requests for
information from the FCIU to the FIU, though stated by the authorities to be frequent, is however
not recorded. Therefore, there is no statistical data available to corroborate the information provided
by the authoritiesatthe Assessors amoldemonstrate effectiveness.

74. The RBPF accesses information held by the FIU, to be used in ML investigations as well as the
investigations of other predicate offences. The information provided by the FIU is also used to
support affidavits of investigators when applying for productioth restraint orders in accordance
with the POCA. The types of information shared by the FIU with the RBPF for the period 2012 to
2015, include responses to local requests (LRs), STRs which relate to matters that were voluntarily
submitted to the RBPF,oere as responses (OREs) and 060t herd
information received from the public or an anonymous call. A total of 74 disclosures were shared
with the RBPF, of which 69 were as a tadlgul t o
submitted to RBPF accounted for three disclosures, one disclosure each were categorised as OREs
and 60Otheré6é. Responses to requests is the | ar:
sharing of information by the FIU to the RBPF whiclreveecorded is shown &able 6. Based on
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76.

77.

78.

the statistical data provided, the Assessors believe tlidois number of requests made by the

FClUwhichi s not commensurate with the Countryds
Table 6: Information/Intelligence shared by the FIU withthe RBPF

Year Type of Information Shared

LRs STRs ORE Other TOTAL

2012 26 0 0 0 26

2013 14 2 0 1 17

2014 19 0 0 0 19

2015 10 1 1 0 12

TOTAL 69 3 1 1 74

The financi al i nt el | i gopenatioealanzlysts ddoes aod support theh e

operational needs of law enforcement to conduct financial investigations and to identify and trace

criminal assets This can be deducdrbm lack of prosecution and confiscation as a result of the
intelligence products disseminatadd lack of qualitative data to show that financial intelligence
was used to advance and add valuthé&investigation, prosecution and tracing of criminal assets
Further, the FlUdid not demonstrate that itonducs strategic analysisStrategic analysis is an

important component to the AML/CFT framework as it provides insight for policy makers,

competent authorities and other stakeholders on ML/TF risk, tremdsathods. As a result of
conducting strategic analysis, the FHinong other thingsould be able to support its law
enforcement partners and also policy makers, in identifyiagsible services and sectors in
Barbados which are vulnerable to ML/FT and hiw proceeds of crime are laundered. Further,

with Barbados recently conducting its NRA, there is no indication that strategic analysis from the

F | Up&rspective formed a basis for the NRA.

The FIU is the main source of financial intelligence for LEA®e FIU relies on SARs as the primary

source of financial information which is then analysed and disseminated to LEAS. For the system to

be effective, the delivery of reliable, accurate anetiaigate information from the point of the

reporting entities téhe FIU, and further from the FIU to LEASs, is necessary. This would assist the
competent authorities to perform their functions efficiently. Whilst the FIU has demonstrated that it

continues to receive SARs from the reporting sector there is no timefvitnie the legislation for

Fls and DNFBPs to file SARs with the FIU, thus, potentially negatively affecting the timely receipt
of information which the FIU needs to support its functions. The primary method of the FIU
receiving SARs is by hard copy (paperm) under confidential cover.

The Assessors were informed that the FIU also receives information from the Customs and Excise
Department in relation to crot®rder declaration of currency and bearers negotiable instrument
(BNIs). The Assessors werganmed that these declaration forms are submitted on a weekly basis,

once such declarations are madkis information on crosborder currency declaration and BNIs

shared with the FIU is not used as a means for analysis or production of financiakintellig

The mechanism for sharing information concerning ebmssgler currency declarations and BNI

between the FIU and Customs, only recently commenced at the end of 2016. Requests from LEAs
are made to the FIU and form part of the collection of informatn i

n

t he

conduct of its analysisBarbados does not maintain cash transaction reports.

FI Ubs
to a lesser degree LEA requests for information are the main sourca-tf/tsénformation for the
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The principle offrmreparctingobéoatrt eérmptoed ed tr ans
reporting entities. A review of attempted or aborted transactions reported to the FIU for the period
2012 to 2015 showed a total of 14@bmissions, of whicth30 were submitted by the commexci
bankswhose attempted transactions reporting to the FIU have been increasing aithisaiynount

(130 attempted/aborted SARS) represents over 90% of the attempted/aborted transaction. The
attempted/aborted SARs shows that nine reports were subnmgtadte finance company sector

and one from the insurance sector. Of the seven hundred and 755 entities in the DNFBP sector, two
attempted/aborted SARs were reported from one DNFBP sector, i.e., atbtaeysector. The
characteristics of an effectivysgiem includes a wide variety of financial intelligence which is
collected and used by competent authorities to investigate ML, associated predicate offences and
TF, to which, SARs related to an attempted/aborted transactialspia part. The requireméto
report SARs that ar e Obe treitecatag itihe trabningpand advardness t e d 6
sessions for all reporting entitiékable 7refers to submissions for attempted or aborted transactions

for 2012 to 2015.

Table 7: Attempted oraborted transactions submittedi 2012 to 2015

YEAR No. of
SECTOR 6Attempt ed
2012 2013 2014 2015 submissions

Commercial 21 28 29 52 130
Banks

Finance Company 0 1 0 8 9

Insurance 0 0 0 1 1

Credit Union 0 0 0 1 1

Attorney-at-Law 0 1 0 1 2

TOTAL 21 30 29 63 143

The Assessors were informed by officials of the FIU thatSA&Rs receivedrom the Fls and
DNFBPsare generally of a good quality as far as it relates to content and information provided and
the narrative relating to the suspicious or unusual actifityy challenges or inconsistencies
observed in SARs submissiaioghe FIU are discussed with tiempianceOfficer of the reporting

entity. Discussions on deficiencies in SARling is done informally or, alternatively, through a
meeting between the FIU and the Flor DNFBP to agshessnt i t y 6 s atmieirdysession i or t
which isconducted by th FIU. Furthemore,the FIU addresses matters of SAR quality at annual
meetings ofComplianceOfficers. Notwithstanding what has been articulated by the fdtdaining

to the quality of SARs being of good qualithe fact that only 12 disclosures weresdiminated

during the review period (2012015) from a total of 898 ARs received suggests that the quality of

the SARs received may not be of a good quality or there are challenges with the operational analysis
of the FIU.

For the period 2012 to 2015, 898 SARs were submitted to the FIU. A total of 874 SARs were
submitted by six institutions from the FIs sector, namely, commercial banks, credit unions, finance
companies, international banks, insurance companies and MVT8@mviepresenting 97% of the
submissions. Submissions from the DNFBPs sectors totaled 24 SARs which represented just 3% of
the total submissions. The reporting entities were attoraelgsv, accountants and dealers in the
precious metals sector. The oakreporting of SARs from the DNFBP sectors is low. In particular,

in 2013 only one SAR was submitted from a single entity from the DNFBP sector. For the four
year period, attorneyatlaw and accountants submitted just five SARs each. The low subngssi

of SARs from the DNFBP sector suggests that there is either a lack of emphasis in identifying and
reporting suspicious activities and/or transactions, or there is need for the DNFBP sector to be



82.

83.

supported by way of awareness and training sessionseitifidng suspicious activity and
understanding the ML/TF risks impacting Barbaddhe Assessors recommend that the authorities
address this deficiency with urgency.

A review of the SARs over the review period suggested that the grounds for suspéson
predominantly where account activitagnotink e e pi ng wi th the customers
complete source of funds, and discrepancies or inconsistencies in customer information. The
predicate offence of fraud was noted to be frequent reastreiSAR submissions. The type of

frauds suspected were internet/email scams and cheque frauds. Assessors were informed that
concealing BO was an area for which reporting entities filed SARs with the FIU.

The SARdiled by reportingentities aredetailedin Table 8.
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Table 8: SARsfiled by reporting entities 1 2012 to 2015

Reporting Entity 2012 | 2013 | 2014 | 2015 TOTAL
FINANCIAL SECTOR
Commercial Banks 167 157 188 164 676
Credit Unions 4 8 4 19 35
Finance Companies 15 6 8 25 54
International Banks 7 11 11 8 37
Insurance Company 5 5 19
MVTS 0 0 1 52 53
SUBTOTAL 194 187 216 224 874
DESIGNATED NON-FINANCIAL BUSINESS AND PROFESSIONALS (DNFBPs)
Attorneysat-Law 2 1 1 1
Accountants 3 0 0 2
Dealers in preciousetals 0 0 14 0 14
SUBTOTAL 5 1 16 55 77
TOTAL 199 1838 232 279 898

A comparison betweethe number of SARsubmitted, analysed and the resulting number of
intelligencereports disseminatetdy the FIUto LEAs after analyss, shows that disseminatiamas

very low. The data presented shows that SAR submission to the FIU has increased gradually, with

the lowest 188 submitted the year 2013 The annual SAR submission is showrTiable 9 and
the Intelligence Reports disseminated is showFaible 10

Table 9: SARsreported from 2012 to 2015

Year 2012 | 2013 | 2014 | 2015 TOTAL
No. of SARs reported by a 199 188 232 279 898
Reporting Entities

Table 10:Intelligence Reports disseminatedrom 2012 to 2015
2012 | 2013 | 2014 | 2015 TOTAL
*Intelligence reports t&RBPF 0 11 0 1 12
TOTAL SAR 0 11 0 1 12
DISSEMINATION AFTER
ANALYSIS
*I ntelligence reports includes spontaneous

Of the 898 SARsubmitted 12 intelligencereports were sent to the RBRfer analysisvith 11 of
these disclosures occurring in one year namely 201fse 12 disclosures represent approximately

recg



1.34% of all SARs filed. The analysis of SARs and dissemination of intelligence by the FIU is very
low and demonstrates that the FIU is not effectiyedyforming its core functions. Further, the
number of disclosures after analysis, when compared to the inanéa&8 submissions annually,

also suggests that the human resource capacity engaged in analysis at the FIU, (which is two senior
Analysts), maybe insufficient for the 225 average number of SARs submitted annually.
Additionally, the human resource at the FIU would benefit from technological support for
conducting comprehensive analyses would be useful for the FIU and will more than likelyhboost

FIUs analytical capabilities.

86. The data provided to the Assessors shows that
6closedoiamg @dHwal ysi sd6. The statistics provi de
SARs submitted are agorized as ogoing analysis. For the years 2012 to 2015, of the (888s
the FIU received, 503 SARs are categorised as ongoing analysis. This represents just over half
(56.1 %) of the reports it received. 54 of the reports it received during tloel pesie categorised
as closedAn analysisof the number of SARs submitted and the nunmidagegorisesd a8 ongoi ng
a n a |l yusthersd@monstratethat the FIU does ndtave the humarapacityand supporting
mechanisms such analytical totdsconduct its pmary function of analysiand dessimination of
intelligence to LEAs and competent authorities taking into consideration that reporting particularly
Fls are increasing their filings with the FIU

87. Chart 1 gives a comparison of SARs received, the nundfeBARs in the orgoing analysis
category and the number of intelligence reports disseminated. The diagram suggests that there was
an inability to conduct analysis by the FIU over the years which resulted in a very low output of
intelligence reports. Thelata shows that whilst SAR submissions by reporting entities have
increased during the period under review, the number of reports analysed by the FIU are on the
decline!® This information further suggesthat the authorities needs to undertake a compeive
evaluation of the human resource capacity and the technological sapgwtFIUin an effort to
ensure that it caadequately fulfil its mandateAlso, the ability of reporting entities to assess
suspicious transactions/activities, mustilmproved to ensure that there are more analysis and
dissemination of intelligence products. Further, the FIU should propose a strategy to take appropriate
action in anal ysinggdihreg SéARs! yi dien@.i fi ed as o6or

88. Chart 1: SARs received, number of SARsgwing analysis and IRs disseminated

250 232
199 188
200
139

150 123 112 129

100

50 0 11 0 1
O —_——

2012 2013 2014 2015

m No. of SARs received  No. on-going analysis B IRs disseminated

IRs in this diagram refers to Intelligence Reports

10 2012: 61.8%, 2013: 59.8%, 2014: 55.6%nd 2015: 49.8 %
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With respect to the reporting entities, the 12 disclosures after analysis suggests that 98% of the SARs
submitted may not have met the threshold for a disclosure to be made to law enforcement. The
information provided to the Assessors shows that of thedi$2losures made, seven were
spontaneous disclosures. There were 11 disclosures in 2013 and one in 2015 with no disclosures for
2012 and 2014. The very low turnover of SARs into intelligence reports suggests that the reporting
entities require guidancend training in identifying suspicious transaction/activity in order to
improve the quality of their submissions as a significant amount of the reports analysed did not meet
the threshold for disseminatioiChart 2 shows a comparative view of SARs receivaod
intelligence eports disseminated for the years 2012 to 2015



Chart 2: Comparative View T SARsreceived andntelligence Reports disseminated
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Operational needs supported by FIU analysis and dissemination

90. The RBPF is main r@gient of financial intelligencedisseminated by the FIUhe FIU described
the transmission of intelligence to the RPBF asyatend that is expected to limit unauthorised
persons from accessing the information contained {inerBhe FIU is satisfied that theecurity
protoca for the transmission of thiatelligencereports is suitablélhe authorities should consider
implementing a documented standard procedure for the transmission of intelligence products
between the agencies, carefully outlining the process, the persbosised to deliver and receive
the intelligence products.

91. The RBPHRnformed theAssessorghat theintelligencereports disseminated by the Fitedetailed.
However,a review to deternine the extent to which its supporting the operational needstlod
RPBF, showdmarginal use in MlcasesThis is reflected in the statistics providedrable 11

92. Whilst it was stated by the FCIU that the financial intelligence reports from the FIU are useful, it is
unclear whether the FIU is familiar with the ogigonal needs of the RBPF and in particular FCIU.
For the year 2012, there were at least eight instances where, the financial intelligence disseminated
by the FIU led to ML charges or assisted in obtaining a production or restraint order. For the period
2013-2015 the financial intelligence reports (and responses to request) disseminated by the FIU
assisted in obtaining three production orders. This represents a decrease in the use of financial
intelligence products disseminated when compare to 2012 A3dessorsvere not provided with
any information as to what accounted for the ¢

93. Having conducted analgs of 395 SARs, for the period 2012 to 2015, 12 intelligenggorts were
disclosed to LEA, that resutlen one ML case being laid before the Caundten productions orders
along with three restraint orderbeing obtainedThe Assessorsvere informed that ten of the
disclosures by th&lU have nexus tdIL whilst two were related to the predicate offen€elmg
trafficking. Table 11shows the number of investigations supported by financial intelligence.
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Table 11: Number of cases supported by financial intelligence from the FIU

Other
Year No. of ML | Pro. Order| Restraint Remarks
Cases Order

2012 1 4 3|FI Ub6s intelligen
and assisted in obtaining the orders

2013 0 3 O|FI Ubs intellige
obtaining the orders

2014 0 0 0

2015 0 3 O|FI Ubs intellige
obtaining the orders

Total 1 10 3

Cooperation ancexchange of informatioffinancial intelligence

94.

95.

96.

97.
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The FCIU provided a sample case to demonstrate how financial intelligence was used to support a
joint investigation by the FCIU and the Drug Squad. At the completion of the operation an individual
was chargefbr drug trafficking, which is high risk for ML. The sharing of information between the

FIU and law enforcement is governed by an MOU established between the agencies. While the use
of financial intelligence must be improved, the case highlighted bdlowsceoperation and co
ordination among the agencies and the value of financial intelligence.

Example of capperation and exchange of information/financial intelligence

The FIU shared intelligence with the FCIU regarding a national of an inmahturisdiction,
resident in Barbados who was at the time, engaging the attention of the LEA of 4
international jurisdiction. The FCIU commenced an investigation based on the intelli
shared by FIU. The investigations showed that the subjastinvolved in drug trafficking. A
joint operation between the FCIU and the Narcotics Unit was launched and a search warti
executed at the residence of the subject. lllegal drugs and money were found during th

of the residence. The subjecasvcharged for drug trafficking and ML.

To facilitate information sharinghe FIU signed severdOUs with othercompetent authorities.
These competent authoritiselude, the 8B, the FISC and the IBDThere is also an MOU with the
CAIPO and the Barbados Stock ExchanfpeNovember 2016,raMOU was established between
FIU, Customs and Excise Department, Immigrab@partmentand the RBPFo formalize existing
working relationships between these entities

There is w MOU between th&lU andthe BRA. For the FIU to access tax information it must write
to BRA requesting that information. There wasformal request for information madeB&RA by
the FIU during the period 2012 to 2016. However, requests for informaégmade to the Inlad
Revenue Department which predated BifA

TheFIU provided ninedisclosures to one foreidrEA for the period under revievautside of the
use of the ESW Where the ESW is not used as the medium of transfer of information, the
information is shared via offici@hannels.



98. Therfei gsevhiFkcld edmgfuerrs et ihen FflrU i ndi cated that i
t hrel U was compreheeadyvyefandf pr ohtehdeedstinsmns Hgw
respondi ngwatehh &t gthloe& m&Jt i on s h aFrlakh oluy dt he Bdarab &
al acrity.

Overall conclusions on Immediate Outcome 6

99. Competent authorities including LEAs are notisitilg financial intelligence to the fullest extent and
in some cases, financial intelligence is not used at all, to pursue ML/TF investigations and to identify,
trace and confiscate the proceeds of crime. The Assessors found that the FCIU has utHiltéd the
to obtain financial intelligence to a very limited extent and has made requests on behalf of other
departments within the RBPF, to the FIU, but this is only to a negligible extent and it is not
commensurate with the risk to the jurisdiction. Thereigformation to suggest that agencies such
as the Customs and Excise Department, Immigration DepartmeBaapados Revenue Authority,
are using the FIU to obtain information or financial intelligence which can assist in their
investigations of predicatgfences, ML and TF, tax crimes and to identify and trace assets.

100. Co-operation and exchange of information and financial intelligence among competent authorities
is ad hoc and cannot be easily quantified in the absence of data and statistics. Statistics in some
instances are not easily retrievable and further, statistich as domestic requests for information
is not recorded. Whilst there are several MOUs between competent authorities including operational
units, at the time of the onsitdnere was no establishedprocedure for domestic sharing of
information/intelligance between the FIU and Custoarsd Excise Departmefior the receipt of
currency declaration information by the FIU.

101. The overall reporting of SARs from the DNFBP sectors isdow suggests that institutions are not
aware of their obligations or maybe meed of guidance~urthermore, e principleof reporting
attempted transacitom®dmdoi ®r n dta b agpdtingeditibesabdg s ad
suggests that the SAR reporting obligations is not well understood by all the reporting. eflticies
low reporting of SARdy the DNFBP sectors and none reporting of attempted/aborted transactions
by some entities may affect the FIUs ability to access useful financial information in order to conduct
analysis and furtheto provide LEA with valuableritelligence

102. The intelligencereports disseminated LEAs by the FIU after analysis ¥&ry lowin comparison
to the number of SARs receivethe Assessment Team concludes that the FIU is not adequately
fulfilling its primary function which is to analysand disseminate financial intelligence and
information This maybe due to indequat@man resourcethat are responsible for anailss(2
Senior Analysts)ack of supporting mechanisms such as analytical software that would compliment
its human resourcand the quality of the reports it received from the reporting entities is lacking
sufficientdetails In light of the average number of SARs submitted annu#iigre maybe a need
for the FIU and the relevant competent authority to review the factonsilydie hampering its core
functions

103. Finally, based on the information gathered during the assessment, the Assessors condluele that
FI Ubs analysis does not seemingly support the
financial investigationsnto ML, associate predicate offences and a@leng with the abilityto
identify and trace criminal assets. Further, the FIU does not conduct strategic @hatysisuld
amongotherthings identify possible threats and vulnerabilities of ML/TF to the gidson.

104. The rating for immediate outcome 6 idow level of effectiveness
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Immediate Outcome 7 (ML investigation and prosecution)

ML identification and investigation

105. The FCIU is the unit within the RBPtasked with the responsibility of investigatiaty financial
crimesincluding ML. The FCIU can conduct proactive investigations into ML or on referrals from
other police departments of the RBPF or other competent authorities, including the FIU.
Furthermore, the FCIU can investigate cases that are referred through tlad IMgfal Assistance
Treaty (MLAT) process from international competent authorities. Section 7 of the MOWEA
power to law enforcement to investigate cases regardless of the jurisdiction in which the offence
occurred, as any act done by a person caitsiarbados which would be an offence if conducted
in Barbados, constitutes and offence.

106. Other police units within the RBPF investigating predicate offences would engage the FCIU with
cases that have a nexus to Mlhese units include, the Drug Squad, Fraud Department and Major
Crime Unit. There is a good level of-operation between the FCIU and the police units to facilitate
parallelfinancialinvestigations into ML.Predicate offences that are suspected te laanexus to
ML are generally discussed and examined for evidence of ML and to identify and trace assets that
may be the subject of confiscatioRrocedures were disclosed for the selection of ML
investigations, however, they were not documented

107. InOctoker2013 t he FI U conducted a training session
Intelligence Unito. The FIU supports the FCI U
assistingnvestigators irtheir understanding ofneF I U6 s r ol e ThenFCllpvdvide@ F T .
data tothe Assessorswhich showedhat personneithin the department were exposed to training
in somecore skills of financial investigatiorkiring the years 2012 to 2016, which included Sources
of information/intelligence, Interviging Techniques, Theory and Practical exercises, Evidence for
Money Laundering Prosecutions and Introduction to drafting of applications for Production Orders
and other investigative toolsAlso, it was disclosed that on two occasiofficers from the FQUJ
wereseconded to the St. Vincent and the Grenadines FIU for two mehtre they were exposed
to the practical elements of financial investigatioifie Assesserapplaud the effort of the
Authorities on the practicalxposure to the St. Vincent anat@renadines FIU as this would have
been beneficial to the Unit. The Assessors were informed that officers of the Fraud Unit and Drug
Squad of the RBPF attended training at the Caribbean Regional Drug Law Enforcement Training
Centre (REDTRAC), where theceived training in the techniques of financial investigations.
Notwithstanding, officers with the responsibility to investigate ML, predicate offences and tracing
assets, outside of the FCIU and Fraud Unit, must be grantigpth training and practicakposure
to adequately carry out their mandate. The level for training of officers with responsibility for
investigating ML and tracing criminal proceeds can be increased.

108. The FCIUconducts investigation into ML where the predicate offence is not identified and have also
pursued standlone ML charges in cases where the predicate offence was identifattantly,
whilst there were some staatbne ML charges, it was expresseth®Assessors by the Authorities,
that a significant effort is made to investigate and prosecute offenders for predicate offences, as in
many cases it may be easier to pursue a successful prosecution for the predicate offence than it would
for ML. According to the authorities this may be the preferred method as the goal is to disrupt the
criminal activity and prosecuting offender(s) engaged in criminal conduct, which is addressed by
prosecuting for a predicate offence.

109. Law enforcement officials investigag the offence of ML have several investigative tools which
can be utilized to investigate the offence in accordance with the MLFTA. These tools includes
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Production Orders which is one of the main tools utilized by the FCIU. The information provided to
the Assessors by the competent authorities (previously referendedbia 11), shows that a total of

10 production orders were obtained during the period-2013. The information provided showed

that four of these orders were obtained in 2012 with thneedoh year, 2013 and 2015. There was

no production order obtained in 2014. The MLFTA outlines the procedure for obtaining the
production orders. The FCIU relies on an Attorney from the Office of the Director of Public
Prosecution to accompany the inveatay to the High Court to obtain the order which is granted by

a Judge. The Assessors were informed that sometimes there are delays in the process of the granting
of a production order which can impede the investigation or the tracing of the proceeidseof cr
This delay is beyond the remit of the Office of the Director of Public Prosecution and the
investigators as they are required to await the Court in granting a hearing for the production order.
Whilst the Assessors note the effort of the FCIU in utiizthis investigative tool in conducting
investigations, this is only done to a negligible extent. Furthermore, outside of the FCIU, there is no
indication that other departments within the RBPF or other LEAs, are utilizing the investigative
mechanisms wer the MLFTA.

110. The Assessors deduced that the reasons for the delay in the determination of ML cases before the
Court are: (i) abacklog in the judicial system; (ii) insufficient amount of judicial officers in the
judicial system; (iii) Counsel assigndéd the Office of the DPP are tasked with regular Court
assignments and other office duties in addition to prosecuting ML matter$il(icases are not
given priority at the Courts and must await its trial date, as would any other matter.

111. Barbados has ndirect cash seizure or civil recovery provisiongherefore, investigators are
dependent on the ML mechanism to disrupt or dismantle organized crime networks and remove
illicit proceeds of crime. RPBF representatives indicated that the police have reoatrilputed to
cash seizure legislation the Proceeds of Crime Instrumentalities bill. The FCIU informed the
Assessors, that they have pursued stode ML cases from 2012. The information provided to the
Assessors shows that from 2012 to 2015, 18 staneaJL charges were laid against 12 persons.
During the said period, one charge was withdrawn against one individual, thereby leaving a total of
11 cases. The information shows that there were no convictions foradtared ML investigation
for the peria under review, as alll cases are pending before the Coligble 12represents the
number of standalone ML cases being pursued by FCIU.

Table 12: Standalone ML charges 2012 to 2015

Year Number of ML | No. of persons| Status of maters
laid charges charged
2012 2 2 All pending
2013 7 3 All pending
2014 7 5 All pending
2015 2 2 1 pending

1 withdrawn
TOTAL 18 12

112. In some cases, even though there may have been a nexus to a predicatetb#é&Ci) laid
standalone ML charge$wo examples of standalone ML by the FCIU degailedbelow.
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Case example 1:

Members of the FCIU were conducting in
#1ll nvestigations rlevead edhde hawne&mubpkc
Subject #1 created false invoices whi
from work done on behddduds todamenashyo sceu shted

perceived to hawer ebeiemt ecrovmpel weetde;d ,t hey
conducted work of any kind on their b
sham and was being used to | aunder t
recorded fromsl;ocdalata@umemar isthodave-di d samd
necessary taxes were not paid.

Financi al activity showed the pl aceme
from his business activities. Subject
with the assistance of anot her dpetrsogp

idumofyi nanci altgmwppomtatapml i cati ons f o
used primarily to purchase high end v
trafficking. The | aunder er vsaes iasr rceusrtre
before the court.

NB: Having obtained the oroduction or d
against this subject.

Case example 2:
ThiSsbj écst the owner of two domestic DbAu
warrant was executed at the residence

several documents were brought away wl
and Subject A. Il nvestigations and awsiaid
with falsifying cer#tladi busitrme €snent Ble f a
with information indicating that he,

him obtaining vehicular | oanbes Sahfeq
participaesbongati ons were conducted a
assistance Subject A provided. The | a

matters are pending before the court.

NB: Having obtaind the Production Order, it is certain that further charges will be n
against this subject.




113.

Where a ML investigation is ongoing and the authorities deduce that there is insufficient evidence
to substantiate a charge for ML, alternative criminal justice measures is pursued. One such measure
involves, where persons are found in possession of currency which they failed to declare; or where
persons departing Barbados are found to have curreoythhan BDS$500.00 or the equivalent of
BDS$1,000.00 in a foreign currency without the permission of the Exchange Control Authority, the
currency can be seized in accordance with the provisions of Section 5, Part Il of the Forth Schedule

of the Exchange @ntrol Act Cap 71. The Authorities provided examples of cash sswainere the

Exchange Control Act was used. Two such sample cases are highlighted below.

Case Exampl e:
A 38 year old national of a regi o2n0all5,

he, without the permission of the EXG¢
Barbados to an international jurisdic
GAIl A.

The accused was schedul ed tteor ndaetpi aornta | B
same day in 2015. The same date 2015,

to the international jurisdiction whe
executed on his perspd00DOOi wgstheusae
of him not having the necessary CBB &

handed over to the police who conduct
During the searD h6,097 Oh.i sO | wagsg afgoeu, n dJ Sc o
was seized and the accused was intery
how the money was accumul at ed.

A ML investigation was conducted; h o
obtain evidence from the regional juri
of ML. Accused pleaded guilty and al/l
was also fined $1,000.00 Barbados dol

* % * * * * * * * ¥ ¥ *¥ *¥ * * *x * * * * * *x *x

Cafxampl e:

A 28 year ol d national of Barbados was
was in possession of foreign currency

the GAI A without the necessary permis

I nl130 the subject departed Barbados a

ti me, he was in possession of the men
USA and deported to Barbados. ORohfT C
a search was executed on his person a
person. This case isi stildl pending b
Tot al moni es seized: usb 19, 267.00

Outcome of case: Matter before the Cou
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Consistency of Minvestigations and prosecutions with threats and risk profile, and national AML
policies

The NRA identified drug related crimes as high risk. The Barbados authorities recognises that drug
offences are the main source of criminal proceeds and furthenagarsignificant consequences to
the Countrybés financial system if not addr esse
and cocaine and relates to the offences of possession of a drug, offering to supply, and trafficking.
As a result of drug ames being considered high risk for the Country and the assessment of its
consequences to the financial system if not properly addressed, a strategic policy decision was taken
by the authorities to monitor the movement of illicit drugs through the airpas 4o identify its

origin and disrupt the criminal networks. Based on the foregoing, a UN sponsored Airport
Communication Programme (AIRCOP) was adopted to address the issues identified in the preceding
paragraph. AIRCOP is a mubigency, anttrafficking initiative which strengthens detection,
interdiction and investigative capacities of participating airports including the GAIA. AIRCOP
primarily focuses on monitoring the drug movement through the airport, however, this project is in
an early stage dfmplementation. AIRCOP is joint initiative with the RBPF, Customs and Excise
Department, Immigration and the Joint Regional Communication Centre (JRCC).

The competent authorities recognised that human trafficking is a concern for the jurisdiction hence,
the Sex Crimes and Trafficking Unit (SCTU) was establisfiis unit comprises of officers from
theRBPFE From 2015, there were two cases related to human trafficking which engaged the SCTU
and the FCIU. The prosecution of the cases started in FebQEsyaRd ended in 2016. The alleged
victims were from a Caribbean jurisdiction and opted to not pursue the matters. Hence, the cases
were discontinued by the authorities as a result of the lack of evidence.

An area of not e, i s etdhesnmdiemb e@rh eo fSepxairad o nOsf f ®@ma
committed adlawesderkli nohasr.ges were | aid against

Table 13: Number of persons charged for sexual offences against minors
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Types of ML cases pursued

A medium risk was assigned to the predicate offences of theft, burglary, robbery and fraud. There is
no standardized method of capturing statistics across the different law enforcement units, neither is
there a methodology to capture statistics acrosale/CFT regime. The data provided irable

13shows that FCIU preferred 32 ML charges against nine individuals charged for various predicate
offences in 12 separate cases. These predicate offences include offences such as theft of money,
robbery, criminadeception and g o i n g The dataipnevided further shows that three of these

12 ML cases were disposed by the Court with conviction of the offenders for ML offences. The
sanctions imposed by the Court ranged from seven years to three years imprisuitimferfeiture



of the criminal proceeds in some of the caseble14 outlines predicate offences which resulted in
ML charges.

Table 14: Predicate offences resulting in ML charges by the FCIU

Year laid | Predicate offence Number of | No. of Status of matters
ML persons Year Outcome
charges charged | sentenced
I Sentenced to 5 yrs. for
ML,
Theft of money 3 1 2016 f 3yrs. for theft
M Other theft cases sti
2012 pending
Possession of Cannabis | 1 1 - -
Possession of drugs wil 1 1 - -
intent, Trafficking
Theft of money 9 1 2016 1 Sentenced to 7 yrs. for
ML,
1 2 counts Theft
9 Others matters pending
Accused #1:
1 Sentenced to 3 years fo
ML and Going Equipped.
Going Equip 2 2 2014 f  Money found in possessig
(Matter relates to skimmini forfeited i
ATM) *%( $190,378.00 BDSY
10,000 Yen, 65,400 euro
$1.00 Malaysian, 10
Rands, 10 Rues ar
$1,500.00 E.C).
M Fined $200,000.0
BDS$ or 2  yrs,
imprisonment
Accused #2:
2013 1 Sentenced to 3 years fo
ML and Going Equipped.
1 Moneyfound in possessio
forfeited 7 ($151,158.00
BDS).
9 Fined $150,000.00 BDS ¢
2 yrs. imprisonment.
Money was paid in both
cases.
Possession of cannabis
Possession with intent {1 1
supply / Trafficking Pending trial
Theft of Money 8
2014 Robbery 1 1 Pending trial
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Serious Bodily Harm

Criminal Deception
Theft of Money

RINN|F

2015 Possession of cocaine 1 Pending trial
Possession  with inter
Trafficking

TOTAL 32 9

*** BDS$ = Barbadosdollars, Rand= South African currency, Rues = Russian currency, E.C = Eastern

Caribbean currency, NA = Not applicable

118. From 2012 to 2015 the FCIU engaged in parallel investigations with other police units. Drug
trafficking is identified as having the highest risk and as such, the FCIU pursued parallel ML
i nvestigations in coll abor at iUbascondudted 147 paellelDr u g
drug related matters with the Drug Squad during the period 2012 to 2015, with the number of

investigations fluctuating annually. However, when compared with the data providatla 14,
there were only four ML cases involgrthargesgainst four individuals for drug offences. These

cases have not been adjudicated upon and are still pending before the Court. Based on the data

presented and considering that drug trafficking is considered to be high rigksdbssordave
concluded that ML is not being investigated in context with the risk identifiatlle 15 gives a
breakdown of parallel investigations conducted by the FCIU during the review period.

Table 15: Parallel investigations between the FCIU and Drug Squad

Sk b2od 2F LI NI EESEt A

HAMODP

HAMORN

HAMO N

HAMMDY

¢c2d0mnT

119. When pursuing investigations, the FCIU

requests. An MOU is in progress RRA Dleeéntgi mefgo
for it being signed is not known.

acces:

1200. The ML met hods which were observedade dbeammrsled

par a-Fh14 e |Ilinuvsoei coifngi al se invoices to justify
domebuscne&aseamwdbmplheGurlrle5Sncy Smhggbhggi cal
movement of currency and monetary instruments
121. The FCI U must be recognized for its effort
al one aMle s . Not withstanding this, the Assesso
show the mechanism utilized by the FCIU
commensurate wWhthishe FEounher, t he wAstshesawoy s
information to suggest that ML investigations
the Police as there has been no prosecution
relative to third parnt ywhleauen dtehrei ngr, e doirc ap reo soefc
anot her jour itshdei cgrieodi cate offence has a
consideration that drug trafficking i stwoonsi
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122.

123.

124.

125.

126.

Cari bweam ies wloivi mgwameigs through the. aAlport
the offences for which the subjects were char

Effectiveness, proportionality and dissuasiveness of sanctions

In the case of thé goi ng equi pd offence shown in Tabl e
BDS$374,255.500r an equivalet of US$187,127.75 (US$1.00 equivalent to BDS$2.0@)ich

was paid into the Treasury Department. There was no significant number of cases that were
pronounced upon by the Court to determine the effectiveness, proportionality and dissuasiveness of
sanctions. However, the MLFTA identified the penalties for natural and legal persons, which
appears reasonable. The sanctions are outlined in the TC Asmbxncludes on summary
convictions a sentence of five years imprisonment or a fine of BDS$200,000 and on indictment a
fine of BDS$2,000,000 or 25 years imprisonment. As showiiable 13 (Predicate offences
resulting in ML charges by FCIU), the offence®ot heft of moneyd resulted
the offender was sentenced to five years for ML #mdeyears for the predicate offence. The
sanctions in this case do not appear to be proportionate considering the number of charges. Also, the
accusedn t he 6going equipb matters were sentenced
being fined the sum of BDS$150,000.00 or two years imprisonment. The sentence in this case also
is not proportionate considering that the predicate offence carmedaime penalty as the ML
offence. Furthermore, the information shows that one individual charged for the offence of theft and
nine counts of ML was merely sentenced to seven years imprisonment. Whilst the sanctions given
to the offenders varies on diffeteaccasions, based on the facts presented to the Assessors, the
sanctions do not appear to be proportionate or dissuasive.

Of the ML and predicate offences which were brought before the Courts, none involved legal
persons, and therefore it is not pobestb assess the effectiveness, proportionality and dissuasiveness
of sanctions atheyrelate to legal persons. The 12 reports that were sent to the RBPF by the FIU
involved natural persons, with the suspected predicate offences being ML and drugftdates.

The assessment conducted revealed that henmany types of legal persons and legal arrangement
thatcould becreated in Barbados

Overall conclusion on Immediate Outcome 7

The FCIU is the sole law enforcement agency which appears to hawdekige and experience for
investigating ML. Efforts should be made by the relevant authorities for the officers of the FCIU to
have continuous training in the rudiments of ML investigations and for other departments of the
RBPF and other law enforcemeatgencies to be exposed to training to develop their investigative
ability for ML and related predicate offences.

The FCIU in some instances have utilised investigative tools under the POCA to conduct ML
investigations, some of which were successful before the Courts. The FCIU in collaboration with
the Drug Squad, have undertaken 147 parallel investigations whichs skmwe measure of
collaboration between the agencies. However, the number of prosecutions and convictions from
parallel drug offences and ML investigations is minimal and-eastent respectively, taking into
consideration that drug trafficking is congielé to be a highisk crime.

The information presented to the Assessors does not show that potential ML cases are identified and
prosecuted in accordance wi t kalorte Mecor@wiotions withiy 6 s r i
the jurisdiction as LEAs arseemingly more focused on conducting prosecution for the predicate
offences whilst ML cases are not prioritised by the Court. Furthermore, whilst the effort of the FCIU

and the Drug Squad is recognized for conducting parallel investigations, thermdscation that
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other departments within the RBPF are utilizing the FCIU to the fullest extent to conduct parallel
investigations.

The level of training of officers with responsibility for investigating ML and tracing criminal
proceeds is inadequate. @#rs must be exposed to theoretical and practical aspects of ML/TF
investigations.

The rating for immediate outcome 7 is dow level of effectiveness.
Immediate Outcome 8 (Confiscation)

The authorities haviedicatedthat the policy objective iemoving the profit from crime and as such

there has been a focus on seizing and configgainfeiting the proceeds of crime. The main
instruments used to achieve this goal are: cash seizures, civil recoveries, andnpiasion
forfeitures. The FCIU prsues the recovery of proceeds of criminal conduct through close
collaboration with other LEAs, external agencies such as the RSS, international pbitharsl
prosecutorsWhilst the authorities communicated this policy objective to the Assessorsittamw

policy such as an SOP was presented to the Assessors to demonstrate that such policy exists and
LEAs and prosecutors along with other competent authorities are aware of this policy.

Confiscationof proceeds, instrumentalities and property of equleat valueas a policy
objective

Confiscation of criminal proceedsdenviction based arplrsuedo a limited extent. Mttessrelated

to the instrumentalities and property of equivalent vatenot pursued in a similar mannir

respect of ML. i was dsclosed that for the review period no confiscation oraesse granted
because none of the pending cases that are applicable for confiscation were concluded by the Court.
There are cases involving predicate offences currently before the court that lameriafm for
confiscation including one where the DPP has mademplication for a confiscatiomrder
BDS$859,899.92 or an equivalent olUS$429,949.96 The Authorities did not indicate the
likelihood of succesfor these casedt was further admittechait the delay#n the judicial system

and the general backlog of cases were negatively affecting the conclusion of cases where
confiscation were likelyThe relevant judicial authorities recognised this deficieamgindicated

that additional Crown Counkare being sought to bolster and support the Office of the Director of
Public Prosecutions.

In all instance when pursuing crime wherebgash idocated all law enforcement agencies revert

to the FCIU There are many tangible instances of specialfargles and joint operations between
various agencies with their objective being the confiscation of criminal prodeedsises where

cash is seized, the cash is kept in Police custody irkeafging while the matter is before the Court.

After the Courtdeliberates, if the matter is adjudicated in favour of the Crown and a forfeiture or
confiscation order is issued by the Court, the cash is placed in the Consolidated Fund. The
Assessment Team was informed that discussion has started on the establsfmera n fAi nt e
bearing accounto for funds that are subject t

Presently the FCllUalthough having the principal Act of tlROCA, revert to the provision of the

ECA, when pursuing proceeds under the POGAinstances of borderontrol matters the FCIU

reverts to the provisions of the ECA to prosecute matters, while in all other instances of cash seizures
the POCA is used to proffer chargd@$ie Assessors were informed that the reason for proceeding
under the ECA is that the Bkhood of early prosecution is realised with matters under the ECA as
opposed to the POCAhe Authorities indicated that there was at least one instaval®ing a case
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of human traffickingwhere cash in the amount of BD&$120.00wvas seizedHowever, the cash
was returned to the person from whom it was sefafldwing the legal opinion of the Solicitor
General thathe castwas improperly seized and did not meet the threshold within POCAREBe
which has an office in Barbados is offeritagngible support to the RBR# the form ofproviding
valuabletechnicalassistancand training, as wellsa legislative drafting support to the extent that
aProceedind Instrumentalities of Crime Bilas drafted. Howevethe Assessorsere advised i
the Bill had a delay of 18 months and is now with thonorableAttorney GeneralThe enactment
of this Bill will bode well for the fture matters

Confiscations of proceeds from foreign and domestic predicates, and proceeds located abroad

133. Cash seizweson sea are subject to the provision of H@A. The charge proffered by LEAs usually
surrounds tiempting to import or export without the necessary permission o€CBi& Having
seized the cash, the FCIU conducts trace analysis andtieyimkept inpossession informallior
the originatingcountry Thereafter thtILAT procedurefollows.

134. There is a god working relationshifbetween Barbadoand its regional counterparts. This is
predicatedon the drug tradeas Barbadoss atranshipmenpoint for cocaine In most instances,
monies seized on sea represent the money that goes ahead of the product (drug). The Authorities
noted that recenténdssuggest thatashseizureactivity has decreased and attribute this decrease
to a strengthened cash seizlggislation in one of its neighbouring jurisdiction nam@&, Vincent
and the Grenadines. According to the Authorities, with the sea route becoming less feasible for
money launderers to move their illicit cash, there is now the move towards the usmef m
remittance services and even tRestal Servicaghat provides the servioaf selling and mailing
moneyorders to transmit money. It was further stated that third parties are being used to conduct
cash transactions, with many persons being unwittinglge cash couriers in many instances. The
authorities have sought to mitigate this trend by t@#JRwvorking with the FIU and Fls to keep the
public informed.

135. Restrainorders are used as a tool to initiate confiscation proceedimyare done in collabation
with law enforcement and the Office of DPIfhe process involves an application that is supported
by affidavit and forwarded to the office of the DARe Office of the DPP verifies that the affidavit
sufficiently supports the application for thestraintorder, which is then laid before a Judirethe
year 2012 three (3) restraint orders was obtained by the FCIU in collaboration with the support of
intelligence from the FIU.

136. For the reviewed period (2022015), BDS$341,536 were confiscated frpgrsons charged for
predicate offences and ML.

Confiscation of falsely or undeclared crdssrder transaction of currency/BNI

137. The Barbadofustons and Excise Departmeist an integral part of the confiscation reginide
Customs and Excise Departmeligclosed thathrough thehresholddeclaratiorform they monitor
the movement of casbcrossthe border. However, théuthorities disclosed where there is a
declaration above the threshold BDS$10,00000, the procedurénvolved taking the passenger
(outgoirg) (incoming) to a dedicated secure location at@ostoms office The money ishen
counted irthe presence of the passengestatement is filed and the moneyesirnedirrespective
of the amountThereafterthedeclarationform is duly prepared arsibmitted to the FIU. However,
the infrequency of the submission of the fomhich is on a weekly basisiitigates against the
effectiveness of the confiscation regime to seize property before they dissigai origin or
intended purpose of the monegn be traced.
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The Assessment Team was informed that according to the CUSA, confiscation addresses prohibited
goods. Currency is not considered a 6goodd an:
is assessed that with regard to confiseagimvisions, sanctions are not proportionate, dissuasive or
effective.

Barbados bsrecognisedhe extent of the inefficiencies of the current systamd has indicated that
there is the mee afoot to creatgreatersynergies between LEandCustoms, Imngration, andhe
Coast Guard

The BRA was established in April 2014 ahdsassumedome customs functiorsdong withsome
law enforcement authorigndpotentially greater enforcement capabilities

Consistency of confiscation results with ML/TF risks mational AML/CTF policies and priorities.

There is no evidence that confiscation is being pursued in line with national AML/CFT policies in
Barbados. Whilst the authorities articulated to the Assessors that there is a policy objective regarding
confiscaion, they have not demonstrated that confiscation is a priority. It is believed that the
confiscation of proceeds including assets is not being conducted witméhe high risks issues
identified in the NRA including drug trafficking. Officers at botie investigative and prosecutorial
levels appear to have not been adequately trained towards operationalising the legislation dealing
with confiscation in its present forrthe POCA makes provisions for the DBRRdthe FCIU to

identify and trace and indéte the freezingnd seizing of property relatéd confiscation orders or
proceeds of crime, and section 38 of the MLRIrvides for theédentification tradng and initiatng

the freezing of propeytrelating to proceeds of crime. However, the useefdpislation to its fullest

extent was not demonstrated by the authorities.

Within the RBPF thé-CIU is thelead unit that is responsible for financial investigaticeiated to
confiscation. There are presently existingcash seizuréegislation.Consequently, while there is

the broad statement to take the profit out of crime, the incongruence of the use of the ECA and not
the POCA renders the system inconsistent and ineffective as it relates to ML/TF

While there exists a principal act BOCA, the implementation of confiscation proceeds under the
ECA, this does not comport with thigh-level statement of the authorities seekimggike the profit

out of crime. Theegime doesot advance the higlevel statement in that criminals coudensibly

benefit from the loophole of the crime being prosecuted under one act as opposed to the other with
different sentencing regimes and different levels of fines

Overall Conclusion on Immediate Outcome 8

Competent authorities have indicated that orals are deprived of the proceeds of crime, the
deprivation of instrumentalities however has limited success. In addition, the authorities have not
articulated specified measures and approaches to target the said proceeds or instrumentalities, these
mateialize as a result of general law enforcement processes. The authorities have disclosed an
instance of the repatriation of funds but have also disclosed that due to the evolution of the
transhipment of drugs moving from being trafficked on the sea to rowg posted in mail, and the

fact that neighbouring islands had enacted stronger future laws, the regional cooperation has reduced.

The authorities indicated that in general parallel financial investigations takes place. It was disclosed
that in instancesf general criminal investigation, the RBPF is always brought in once cash is found
during an investigation. Monies seized by the Customs department in a general criminal



investigation is handedver to the RBPFThe Human Trafficking Unit alsdisclosedthat where

money is found during an investigation it is handedr to the FCIU. However, it was not disclosed
whetherconfiscation is a paramount consideration at the outset of these criminal investigations. On
all occasionsvhen money is handed over teetFCIU in conjunction with the investigation of a
predicate offence forfeiture is considered. However, confiscation is dependent on the outcome of the
matter. The authorities have indicated that potentially the tainted property concept could give effect
to prosecutions for property of equivalent value as opposed to cash, however there is no information
to substantiate this assertion. There are provisional measures such as freezing and seizure used to
prevent dissipation or flight of assets. The authoritidslisclose that the legal instrumenbtatain

a court order is often delayed at the office of the DPP and this has limited the utility of freezing and
seizure measures.

146. It was disclosed that cros®rder flows of currency both inbound and outbound eosely
monitored, as both actual decl aration of 6ca
6undecl ared cashod, are captured by the electHt
customs declaration form regime for passengers travellithgmore than BDS$10,000 currency, it
was stated that the submission of the forms to the FIU was done on a weekly basis. The Assessors
were unable to substantiate this information. Further, there were no graduate submissions in
instances of high priorityases such as those where tainted currency could be dissipated, thereby
reducing the success of a ML investigation in the first instance. Based on the information ascertained,
when an inbound traveller at the airport discloses that currency in their possessbove the
threshold, the regime only requires a physical verification of the cash and the said cash is not seized
but instead returned to the traveller. The Customs official wiliin forward this information to
the FIU. The Assessors were alsformed that where there is information which suggests suspicion
of a possible criminal offence on the part of the traveller and the cash in their possession, the regime
allows for a physical verification of the cash, it will not be seized but also rettorthe traveller
and the information transmitted to the FIU. There was no indication that analysis is conducted on
the declarations transmitted to the FIU. This presents a gap for the misuse of such currency
declarations process and a potential mistiskeosystem for ML. Finally, the declaration system is
conviction based, without the pronouncement of guilt, the reversion to instrumentalities and property
of equivalent value cannot be successfully pursued.

147. Generally, it was communicated that the m&a adopted to preserve and manage the value of seized
or confiscated cash was to deposit the same into the Government Consolidated Fund. It was disclosed
by Customs in one instance involving a departing passenger who was in possession of more than
BDS$1000000when that cash was seized and immediately deposited into the Consolidated Fund.
However, the nature of the Consolidated Fund is that it is used to pay all the expense of the
Government, therefore the authorities have not disclosed how the funsiBfegaarded separate
and apart from other deposits into the Consolidated fund. In the circumstances, a separate measure
could be more efficient in treating with seized and confiscated funds.

148. The aforementioned delay at the office of the DPP would hagsading effect on the speed of the
prosecution of such matters. This then lends itself to delays in the judicial proceedings commencing
and all together they hinder the treatment of the proceeds and instrumentalities of crime and assets
of equivalent vlue. Further as it relates to the investigation and prosecution, the authorities
acknowledged that there is need to enact provisions to assist with confiscation of proceeds,
instrumentalities and propenty equivalent valueConsequently, the Proceeds amstrumentalities
of Crime Bill was drafted and is being progressed.

149. Once enacted the Proceeds and Instrumentalities of Crime Bill will give competent authorities the
power to deal with cash seizures, and it will bring in the full remit of civil recosktlye proceeds
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of crime and rectify the current deficiencies. It will also strengthen investigative powers of
competent authorities and the ability to restrain assets, widen the powers of obtaining confiscation
orders and attend to asset management.aDyéiere is presently, some inability to fully address
matters of confiscation of proceeds, instrumentalities and property, however, the authorities have
shown the commitment to address this challenge when the resources to perform their functions
would have been improved. More should be done as it relates to training for officers, both at the
investigative and prosecutorial levels with regard to confiscation proceedings. Training should
include both classroom and practical elements for all officers. Henvepecialist officers with
responsibility for ML/TF, confiscation and its derivatives, should undergo annual training to ensure
they are kept current.

The rating for Immediate Outcome 8 is a low level of effectiveness.



CHAPTER4. TERRORIST FINANQNG AND FINANCING OF PROEERATION

Key Findings and Recommended Actions

T

il
il
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Key Findings

Immediate Outcome 9

Immediate Outcome 11

No legal mechanism or international instrument to assess whether there is implement|
TFS related to PF without delay

Recommended Actions

Immediate Outcome 9

Immediate Outcome 10

Barbados has not initiated a TF investigation or prosecution, and therefore has |had no

convictions.There is an uesolvedmatter related to the filing of a STR in 2002t there is
no informationavailable as tevhy the matter has been left in abeyance.

There is no documented counterrorism strategyvithin the jurisdiction

The risk rating of TF in the NRA was low. Bhdid not comport with the informatia
disclosed at the onsite.

Immediate Outcome 10

5

NPOs arenot subject b proactive monitoring regarding TF. Further, no targeted approach

has been applied to the sector and no risk assessment has been conductedine thete
NPOs pose a low or high risky terrorist and terrorism financiers

The SBU should establish a mandate and policy guidance as it relates to its operations.

The country should undertake to risk profile TF and establish a national strategy regarding

TF.

The SBU should conduct a comprehensive review oRfRA to reevaluate its TF risks.

Barbados assessment of its TF vulnerabilities should be improved, and this should |include

its regional TF vuterabilitesand t o determine i f there
for terrorism and/or TF

Subsequent to its comprehensive review of its TF risk, Barbados ststalnlish a clear
strategy for managing TF matters atwl/elopadequatgrocedures anduidelinesfor law
enforementinvestigationand prosecinn of TF offences.

Officers of the SBUand FCIUshould be continuolis trainedin TF, including advance
training.

—

The jurisdiction should gather intelligence on the N§&©tor tainform the SBU in resped
of its mandate

Barbados should implement a targeted appraauth conduct outreach and oversight

through the FIUas to the risks withiiits non-profit organizations andentify the NPOs
which are most vulnerable to TF abuse.
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I While the present NPO sector is supervised pursuant to the COBMWBados shoulc
consider thenclusion of charities in AML/CFT monitoring regime.

I The authorities shouléénsure that NPOs understand their riskT#g, increase their
awareness of the methods and risklofiseof the NPO sector in general.

Immediate Outcome 11

1 Barbados should enableFS related to PF to be implemented as it relates to the UN
Resolution on WMD

9 Thejurisdiction must adopgpecified legislation togive legal effect t&VMD as the reliance
on the provisionsvithin the ATA is insufficient to satisfy th&@ecommendation.

1 A competentauthority should be assigned to each financial andfimamcial sector for
enhanced supervision and monitoring of PF related to TFS.

The relevant Immediate Outcomes considered and assessed in this chapter -dfe The
Recommendations levant for the assessment of effectiveness under this section eé8e R.5

Immediate Outcome 9 (TF investigation and prosecution)

The RBPF has created a specialised unit within the Special Branch to manage matters related to
terrorism. At the time of the oits, it was stated that this new Unit was created in April of 2016 and
will be thelead agency responsible for intelligence gathering related to terrdrismauthorities

have disclosed thaugently, ths specialist units staffed to meet the demanafshe jurisdiction
However, where the need arises, there is a cadre of additional trained personnel available to assist.

The main legal provision for the TF is the ATA. The ATA criminalises TF and the FCIU works
together with the Special Branch to treat with terrorism and terrorist related activities. The Special
Branch is stated to be in receipt of related TF intelligemckthhey conduct related investigations.

The Special Branch has the mandate for gathering intelligence on counter terrorism and are
responsible for collecting intelligence on terrorist groups and their activities. They are supported by
the RSS which provideanother layer of intelligence and protection. A MOU exists between the FIU
and the RBPF by which the FIU can share intelligence with the FCIU on TF.

There is also cooperation with the international agencies regarding the sharing of information. To
dateno intelligence ofFT was received by the FCIU for investigation, however the Authorities
advanced that the investigative framework is in place to dealRdiihvestigations and to identify

the specific role of the terrorist financier.

Prosecution/convction oftypes ofTF activityconsistentx EOE OE A  Aprofid OOUJ O

The Barbados authorities had advised that acts of terrorism and TRdtaeatured in Brbados.

It was indicated that there are recordgo suggesthat terrorism or TF is an immént threat and

that the jurisdiction reachemlit tointernational partners such as Canada, UK and the United States

of America for guidanceThe guidance requested by the Barbados authorities was for information

on potential terrorist threat to the judistion. Within the Scoping Note terrorism was identified as

an area of low vulnerability. At the end thie onsite review, the prosecution/conviction of terrorist

type activities was consistent wit hcourdinedidcount 1
not undertake to risk profile TF in the first instance.



155. Barbados has had no instance of terrorist activity and so the jurisdiction is unable to demonstrate
whether or not it possesses the ability to successfully investigate, prosecuteactpersons for
TF offences related to the collection, movement and utilisation of funds. This statement of fact is
made on the basis that no such incidents occurred during the review period. However, the authorities
indicated thatn 2012, on receipt & SAR, relating to thdforwarding by wire transferpf a small
amount of funds to a country known to be affiliated with terrorist activity, the matter was referred to
the Commissioner of Police for investigati@s to the conclusion of the matter and #utions of
the RBPF there was no further information.

156. The authorities indicate they have had no international requests related to TF or terrorism for the
review period. It was also articulatétat the investigative powetsed to investigat®IL are the
same powers and resources taibed in the event of the TF investigatidhis arguablypresents a
limitation tothe most efficient use of resourca@sis lack of specialisation renders the system less
efficient as dedicated resources produce optinsalt® however based on the information that there
has been no instance of terrorist activity then the resource allocation/duplication cannot e tested
practice Notwithstanding the above, Barbados has hadstance of terrorist activity, therefore it
is arguable that the resource capacity is commensurate with the low risk.

157. While the NRA process established that the TF risk is low, there remains moderate gaps in
Barbadosb6s overall understanding of ore,greater r i s k|
attention should be given to the assessment ofHGwever, the assessors note that AMLA in
conjunction with a number of supervisory authorities have issued guidelines, these guidelines
contains explanation and descriptions of what constifitFesnd the red flag indicator for misuse of
TF which should prompt a STR related to TF. The guidelines also refer to new technologies. The
following are the examples of the guideline issued: (1) AMLA/FIU AML/CFT Guidelines May 2016
for (Attorneys at lawad Accountants). (2) The IBD Guidelines issued April 2016 for (CTSPs, IBCs,
SRLs, Private and International Trust and Foundations). The CBB Guidelines issued October 2013
for (FIs under the FIA and IFSA). The FSC Guidelines issued November 2013 (Fldaddnyidhe
FSC). The Assessor note that in the MLFTA at section 26(5) it allows AMLA to issue guidelines,
however such guidelines shall be published in the official Gazette. As it standlssiesarhave
only discerned that the FSC guidelines have bebitighed in the official gazette. It means therefore
that there is an potential issue regarding enforceability of the said guidelines

TF identification and investigation

158. The authorities have disclosed international and regional agencies which agalitating a
regional security systeno intercept thedrug tradeand whichcan also be used tcsupportTF
investigationsAs an exampleBarbadosas a hulfor international travelis susceptible to ML and
TF and the movement of money or personsTher e has been an instance
utilised the | totransttiroughto otharfuesdidionsThesagianda&en by the
authorities, was taonitor the movement of that person from Barbados to the other destnation

159. On the question of whether there was a national TF strategy, the authorities discloskebping
with the national AML/CFT policy and the mandate of the FIU, any TF case will be given high
priority and financial intelligence can be ascertainethat event from reporting entities within 24
hours.There is a mechanism in place to share informalietween the FIU and the Reporting
Entities With respect to information held by public authoriti8sction 30 of the MLFTA 20123
directspublic authaities to provide the information to the FIU upon requagtolicy document for
the purpose of transmitting the information has not been disclosed and no actual example of Section
30 being put into practice has bgeovided.From the perspective of thésfand DNFBPs and their
identification of suspicious activity related to TF, and the mitigation of such risks to the financial
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sector being misused for TF by foreign groups, there is no aggressive position on this matter by the
authorities. As noted in pa 203, the IBD has not been able to determine how well CTSPs apply
enhance or specific measures for PEPs, new technologies, targeted financial sanctions, related to TF

160. The Authorities disclosethatthey haveadopted the regional CARICOM strategy enrorismas
a national terrorism strategiA White Paper6 Fut ur e CARI COM Count,er Tel
was developed to give effect to the regional strategy as embodying the national strategy.
Accordingly, this paper is premised n AFut ur e o0ichsnmeana theygareermot yet h
implemened, therefore the paper does not advance a national strategy for Barwmiithes has
Barbados has not articulated how TF is to be addressed in the White BRapadosauthorities
advanced, thatvherean investigation on gerson suspected of being a terrorist or engaging in
terrorism related activitidsas been initiatedhe relevant agencies would be flagged and the person
would be monitored otheisland andnformation relayedo associateat the @stination.lt was
stated that thdisseminabn of this information can be domé@thin minutes to other law enforcement
entities locally, regionally and internationally

161. Barbadosrticulated that ihas invested heavily sprogramme to monitor the mawent of persons
at the airport. Therpgramme is still irits infancy.

TF investigation integrated with-and supportive of national strategies

162. Notwithstanding the assertion of a TF strategy, based on the information gathered, the Assessment
Teamdetermined that the level of TF investigation is not as integrated as it should be. Hawever, i
was disclosed that twoweektrainingwasconducted in March 201%ith the Special Branch for
personnel with responsibility for investigating TRdditionally, such personnel are exposed on an
ongoing basis withinterpol which providesthe support in monitoringterrorist activity
Notwithstanding the training and support of the Interpol, it is determined that the training and
resources, inclusive of standasderating procedures and the institutional framework required for
the operations and management of terrorism and TF related investigations, are not adequate for
officers with the responsibility to investigate these matters. It was asserted that traiging wa
conducted in the area of TF related matters over the period but has this was not substantiated. The
authorities provided information on training received by the FCIU on ML matters and minimal
specialised training for the personnel involved in TF irgeltice gathering or investigations for
personnel of the Special Branch. Consequently, the sufficiency of the exposure on training for TF
matters is inadequate.

163. As a means of demonstirgg the national and more so regional stratégwas explained thawith
aspate of terrorist activities in Europadthe number of tourist visiting Barbados it was considered
imperative to take appropriate measures. These measures are also predicated on intelligence that
persons from Trinidacind Tobagdravel to Syria, sing Barbados as a trangoint. Measures
adopted include a cyber element whigaisborne out of the recognition that the interisetised as
a form of radicalisation for terrorism. Barbados authorities indicated that there adyd
communication with Tnidad andTobago and otheregional authoritiesto sharealerts and
information

164. TheFIU advanced that there were no SARs disclosing issues of TF or terrorism related information.
Notwithstanding this, the FIU indicated that part of its training moduléhé reporting entities
includes TF and indicators for such activity.

165. Taking into consideratiorthe above, the priority given to TF related mattéssnot fully
commensurate with the vulnerability. It is unclear whether measures by Barbadadl be a
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success ircounteringTF as thee efforts arestill in their infancy. Therefore, the effectiveness of
these efforts cannot be tested and determined.

Effectiveness, proportionality and dissuasiveness of sanctions

Barbados has not levied any samictor measures against natural or legal persons as there has been
no prosecutions or convictions. The legal provisions in the ATA include sanction that are considered
proportionate and disssi&e. However, during the review period no sanctiond heen leied and
therefore the test of effectiveness cannot be assessed.

Alternative measures used where TF conviction is not possible (e.g. disruption)

The authorities have disclosed the alternative methods to iniclindezing of assets; confiscation;
and prodiction orders which they potentially can use to disrupt and prevent TF. In practice however,
none of these alternative methods have even been applied.

Overall Conclusion on Immediate Outcome 9

Barbados has some characteristics of an effective TF symtethere is a need for fundamental
improvement in relation to develop its TF framework to mitigate and deal with the threatTGid F
creation of anew unit with the Special Branets the lead agency of the RB#Fleal with terrorism
and TF related mattésdicates the new level of priority geared towardsiT#he jurisdiction There

is however some inconsistenbgtweernthe intelligencegarnered from the onsite procesxdthe
findings of the NRAas it relates to the threat of TF to the jurisdicti®resently the $ecialBranch
has given priorityto provide intelligence on terrorism and THhis is based on information that
Barbadosdue to the geographical location of the jurisdictibas been used as a transit point for
potential terrorist As a resli, the authorities areaow monitoringthe movement of people and
money This is a positive developmein the circumstances, there has been limited information to
test the overall terrorism reginoe implementation to determine effectivenessno such incident
has occurred in the jurisdiction.

In the NRA, the Barbados authorities enunciated that terrofisrand all matters relatelavenot

beena feature on the island, in the past or now. The RPBF waaagpine and requested from its
foreign counterparts, information for intelligence purposes, on any terrorist threat to Barbados. The
responses showed that no threat exigtt the time. Based on these predictions, the authorities
surmised in the NRA that the risk rating for TF was low.gfart of its national strategic plan, the
RBPF included greater focus on terrorism. In the context of investigation of terrandtine
formation of a specialist agency to managetfiere is need to acquire relevant training and support
from experiencednnits and jurisdictions.

It was noted that TF was risk rated low. The authorities opined that there is no evidence that terrorist
related activities or financing has occurred and the likelihood of such occurrence is low. TF
investigations are therefore not a principal focus. Fileenperspective of the reporting entities,

there are no SARs submissions to the FIU related to TF. From the onsite interviews, it was noted
that Barbados is sometimes used as a travel route by persons suspected of travelling to jurisdictions
which have digh risk for terrorist activities.

The Special Branch of the RBPF was designated as the agency with responsibility for intelligence
gathering into TF and terrorist activities. In 2016, the authorities committed a new unit within the
Special Branchatfocus on TF and related matters. There is however, no written policy for the new
unit. The FCIU is responsible for the conduct of parallel financial investigations into TF. Further,
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pursuant to Article 4 of the (1996) Treaty establishing the RSSbkeial Branch can eoperate
and liaise with the RSS on matters related to TF intelligence initiatives.

172. While TF and related matters are diagnosed as low, the Barbados authorities continue to monitor
whether there is any imminent risk to the islandr the purpose of monitoring TF risk and threats
to Barbados, the authorities are supported by the United States and Canada through the Regional
Intelligence Fusion Centre (RIFC) and the JRCC. Additional support is garnered from Interpol and
the Barbadodased Regional Trends Analysis Cell (RTAC) operated out of the RSS. In March
2016, Special Branch officers were exposed totantorism training sponsored by the dlifterpol
for personnel in the Eastern Caribbean countries. The Officers with respgnfbiinvestigating
terrorism and TF have received some training but have not actually conducted related cases.
Extensive training in terrorism and TF matters is hecessary.

173. The rating for Immediate Outcome 9 is a low level of effectiveness.
Immediate Outcome 10 (TF preventive measures and financial sanctions)

174. Barbadoshas implemented UNSCR267and 1373 to prevetterroristand terrorist organisations.
Implementation of targeted financial sanctions for TF without dislanot expressly addressed in
law.

175. Generally, on the question of the level of international cooperation by relevant competent authorities
in reducing TF flows and in turn prevent terrorist acts, the authantlesaie they share information
with interndional agencies, howevero further information was provided.

176. Regardinghow competent authorities communicate UNSCR designations and obligatibis to
DNFBPs and the general public, the authorities indicatedha®ermanent Reesentativeo the
UN forwards the information relating to the UNSCRs to the Ministry of Foreign Affairs and Foreign
Trade, Ministry of Defense and Security, Immigration Department, Commissioner of Police and the
Directorof theFIU. This dissemination is done by facsimile frdre UN Permanent Rpeesentative
The FIU in turn forwards the information to the financial communiynely,Fls, DNFBPs and
regulatorsvia email blasts. IBD generally communicates UNSCR designations and obligations to
the DNFBPs via emailConsequentlythis information is helpfylhowever it does not include any
timelines which would lend itself to an analysis to make a determination of whether or not the
dissemination islonewithout delay.Due tothe adoptionof the relevant Conventions on sanctions
and designation of person, thasaa legalrequirement to implement TFS for TF without del@yn
the question of the timeliness of the communication, the authdréiessnoindicatedany timelines
as required.

Targeted approach, outreach and oversigbf at-risk non-profit organisations

177. The RBPIB S$BU, asan agencyor TF, has not provided informatioaboutthe focusand targeted
approachregarding NP® becauseny outreach would be conducted by the AtlWvas disclosed
that no intelligence has eveedn gathered in respeaft NPOsbeing usedor TF. TheAMLA, and
by extension thd-IU, therefore haveo outreach and oversight for suptrrposesThe level of
oversight elatedto NPOis spediic to ML andnot TF as the authorities have disclosed thaetise
no evidence of TF

178. Basedon the information gleanedhere hae not been any focused and proportionate measures
applied to the NPOs at all, indeed no assessment was condudteeNPOswhich may bemost
vulnerable to TF abuse. Hence no #ilsedapproacthas been applied to the sector to identity the
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nature of threats posed by terrorist entities to the NPOs which are at risk as well as how terrorist
actors abuse those NPQ#e authorities have asserted that bdréige anechanism for identifying

and mitigating the risk posed by NPOs with respect to TF, because such banks are required to know
their NPOs risk profile and monitor activities to ensure that they understand and mitigate their risk.
As such because the CBB regulates banks and as thdn&@&BiBsud AML Guidelines and the is

the existence of the requirements of the MLFTogether they constitutdie requiremeinto report
suspicion of TF. Thapproach as articulateby the authorities underscoras indirect approach to

the requirementdhowever the recommendation requires a direct approach. The assertion of the
authorities fails to satisfy the requirement to haveiract targeted approachyith outreach
conductedand oversight exercised in dealing with thest vulnerabld&NPOs.The authadities also

assert that the CBB AML/CFT Guideline requires licensees to observe the functional definition of
NPOs based on activities and characteristics whiabeg NPOst risk for TF abuseThey also
indicated thatitenseegbanks)are in turn subjedb supervision by the CBB to ensure compliance.
Based on all the information provided the requirements of the recommendation need to be addressed
at amore fundamental levelndeed the requirenent of the recommendatimommences with an
understanding ahe most ulnerable NPOs that are at risk, this will thengress to a targeteudsk
basedapproachin the final analysis, &sed on the implementation articulatéae authorities in the
jurisdiction hae not engaged in the first instance to identifg NPOs most at risk for TF abuse.

Deprivation of TF assets and instrumentalities

179. Barbados hasothad any instances of seizing TF assetasirumentalitiesThe absence of seizuse
is commensurate with the counowryods risk profil

Consistency of measures with overall TF risk profile

180. Barbados hasotdemonstrated that it has an effective system to combat TFapidtieationof the
UNSCR 1267/1373 renders the legal frameworkbe inexistence agternationalinstruments to
guide and develop measures and polices to addresskBFNotwithstanding thisthe authorities
have not &closed a precispolicy. The jurisdiction has not conducted any TF risk assessment
therefore a corresponding riblasedchpproacho TF supervisiorhas not been adoptadd as a result
the jurisdiction is not able to demonstrate an effective-ieasded implementatioBBased on the
information gleanedho TF risk profile has been developedeployed hencthejurisdiction dos
not have a good understanding of the TF risks #redlevel of effectivenesfr this immediate
outcomeis low.

Overall Conclusion on Immediate Outcome 10

181. The authorities have disclosed that the present NPO sector is supervised pursuant to the Companies
Act however there was no information that the NP@ssapervised for CTF compliance. The sector
remains vulnerable to potential misuse for TF as a proper assessment has not been carried out to
identify and focus on those NPOs that would be most susceptitvisuee forTF.

182. Barbados is limited in having a fully effective system to combat TF, th@oourrence of a terrorist
act does not address thikelihood of TF as one camexist without the other Therefore,the
jurisdiction lacks the experience in implemtieg the relevant UNSCRs that would facilitate the
identification and deprivation of resources to support terrorist activities and organizations. Further,
Barbados has not sufficiently identified and assessed TF as a risk which has resulted in action to
appropriately and proportionately mitigethe risk
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The rating for Immediate Outcome 10 is a low level oéffectiveness.
Immediate Outcome 11 (PF financial sanctions)

Barbados has not implementedthin their domestic law, th&/NSCR relatedo the prevention,
suppression andisruptionof proliferation of weapons of masiestructionandits financing The

authorities have indicated that there isemidence ofveapons of mass destruction and there is no
evidence related to the fundirmgtivity; this statement is however not supported with verifiable
information. Theauthoritesh ave decl ared further that the <co
address such concerns should such matters materi@hge statement iswithout supportor
verifiableinformationhence theffectiveness of their stated regime cannot be tested.

The competent authorities have disclosed that UN resolutions, including UN Resolution 1540, as
passed by the UN Security Council under Chapter VIl of the UN Chartealegatly requiresll

States to adopt and enforce appropriate laws to give effect to the Resolution as well as other effective
measures to prevent the proliferation of nuclear, chemical or biological weapons and their means of
delivery to nonrState actorsfor terrorist purposes. In theuiew, this means that the Resolutions
were passednd immediatehapplicable to Barbados. More gbere isnothing that Barbados must

now doto accept the jurisdiction of these Resolutiortdowever, it is theunderstandig that a
domestic legal framework whether it be primary or secondary legislation must be enacted to give
the UN resolutiorlegal effect in Barbado#\t present the jurisdiction does not have primary or
secondary legislation to implement the elated TFS under resolution 1718(2006) and resolution
2231(2015)lt is accepted that proliferation is included in some guidelines used for the financial
sector to file 3Rs by the FIs and local authoritiethe AML/CFT Guidelines issued by the38,

the FSC andthe IBD direct their licensees to freeze any funds or assets held by individuals so
designated and submit a report corresponding to same toMh@& ATherehas howevebeen no
information totest themplementatiorof the application of this guidele.

Implementation of targeted financial sanctions related to proliferation financing
without delay

As a direct result of the jurisdiction not implementing the ConventittiSCR on proliferation of

weapons of mass destruction (WMDhere isno legal mebanism to assess whether there is
implementation of TFS related to proliferation financing without delay. The authorities referred to

the judgment Attorney General v. Joseph, [2006] CCJ 1 (AJ) where the Rt. Honourable Mr. Justice

de la Bastide and the Hamo abl e Mr . Justice Saunders, opine:
will presume that the local Parliament intended to legislate in conformity with such a treaty where
there is ambiguity or uncertainty in a subsequent Act of Parliament. In such a wasgcipal court

will go only so far as to | ook at the treaty t
is the respectful opinion that the Courtds opi
thereafter move the Court &ljudicate upon whether ambiguity exists. The Court never opined on

the treaty without the existence of a domestic law. At paragraph 55 of the said judgment the Court
stated AThe classic view is that, iesforenmo parf rati
of domestic law unless they have been specifically incorporated by the legislature. In order to be
binding in municipal law, the terms of a treaty must be enacted by the local Parliament. Ratification

of a treaty cannot ipso facto add toamnend the Constitution and laws of a State because that is a
function reserved strictly for the domestic Parliament. Tre@iing on the other hand is a power

that lies in the hands of the Executive. See:RHyner (MincingLane) Ltd v Deptof Trade &
Industry[FN31]. Municipal courts, therefore, will not interpret or enforce the terms of an
unincorporated treaty. If domestic legislation conflicts with the treaty, the courts will ignore the
treaty and apply the local law. See: The Parlement BelgeN 3. £dnsequently, the existence of

the domestic law is the starting point. In that regardh@aforementioned decision of Attorney

General v. Joseph, there was an Act of Parliament to bring into play considerations of deficiencies



when compared to the &y, it is on this basis that the Court adjudicated and drew the conclusion
that Parliament must have intended to legislate in accordance with the treaty. Accordingly, because
of the norexistence of a domestic law regarding the implementation of TF8detaproliferation

without delay, the effectiveness cannot be achieved.

187. Thereforepn the question of the implementationTdfSin relation to proliferationno information
has been provided.

Identification of assets and funds held by designated persensities and prohibitions

188. The jurisdiction has not disclosed informationr@spect ofthe identification of assets and funds
held by designated person orentiiem c |l udi ng t he Democratic Peopl €
and Islamic Republic of Iraand prohibitions in furtherance of the WMDhe authorities have
simply stated that there are no WMD in Barbattheseforethe effectiveness of the implementation
cannot beested

189. The authorities have indicated thaitherFls nor DNFBPs have had oian to act pursuant to the
requirements set out foPF because there have been no instances of such acfiiig
notwithstanding, all sections of the financial industry have been exposed to training by the FIU in
this area and have been made aware eir thbligations with respect tdFS in relation to
proliferation When the FIs and DNFBPs are trained/sensitized by the FIU with respect to their
obligations related to TFS, they are advised that they should frequently, "run" updates to the UN
lists throudp their client/customer databases. There is no information whether or not the FIs and
DNFBPs have applied the training received therefore the utility of the training cannot be ascertained

Fls and DNFP8understanding of and compliance with obligations

190. It wasdisclosedthat theFIU conducts training fothe financialindustryon FP. This exposure is
often interconnectedith the training relatedto FP. Training exposes participesto the use of the
UN WatchList in respect of its client ancustomer datbaseThere is however no information as to
the usefulness of the information as received by thafdsDNFBPr whether they have actually
used third party software on the UN lists of designations.

Competent authoritiesensuring and monitoring compliace

191. The authorities have advised that regulators condémtmationgatheringexercises from entities
they supervise and in so doingnidentify levels of compliance. Further the FIU by its receipt of
STRs wouldable toimmediately assess relevant anidted informationNo further quantitative or
gualitative datdnas bea suppliad to underscore this information.

Overall Conclusion on Immediate Outcome 11

Due to thenonimplementationof the UNSCRs onproliferation of WMD, there isno legal
mechanism ointernational instrumertb assess whether there is implementation of TFS related to
PFwithout delay Therefore this IO could not be tested in practicEhereforeduring the period of
review Barbados was unable to effectively idfigrand prevent persons and entities froaising
moving and using funds in the proliferation of weapons of mass destruction

192. The rating for Immediate Outcome 11 isalow level ofeffectiveness
CHAPTERS5. PREVENTIVE MEASURS

Key Findings and RecommendedActions

Key Findings
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I FlIs and CTSPs under the purview of the CBB meet tABIL/CFT reporting obligations o
suspected proceeds and funds of crimes in support of terraridnthe reporting requirement pf
section 23 of the MLFTA. In general, these entihase a good understanding of the ML/TF risks
they face and have implemented the necessary preventive measures to mitigate these risks through
group compliance programmes and group internal audit and compliance functions.

9 Licensees of CBB have adequate mgas in place to deal with PEPs, correspondent banking, new
technologies, wire transfer rules, higher risk countries and targeted financial sanctions related to TF.

9 The monitoring process of PEPs, their family members and associates is not being detentgns
by FlIs across the sectors under the purview of the FSC.

1 In general, the largest FIs across the different sectors under the purview of the FSC have a good
understanding of the ML/TF risks they face. In practice however, it has been determirtbe
implementation of riskbased mitigation of ML/TF risks is done inconsistently with retrospective
CDD being one of the main areas that needs to be addressed.

i The FSC has allocated significant resources to the supervision afgestl FIs across thecors
under its ambit and indicated that all FIs under its supervision have a relationship manager. The
Assessorareconcerned that this strategy may compromise the holistic supervision of each|sector.
In addition, the FSC is currently providing supeoviscapability to both the FIU and the IBD and
this could further compromi se the FSCO6s or e

9 The largest Fls across the different sectors under the purview of the FSC seem to meet their reporting
obligations. However, this does netesn to be the cases thie majority ofsmaller Fls.

1 For the insurance sector, it was determined that the entities did not provide evidence that they prepare
their own AML/CFT risk assessments to support their understanding of the ML/TF risks and
AML/CFT obligations.

The MLFTA provides FSC, CBB and IBD with the provisions to prevent tipping off.

The IBD has not been able to determine the level of compliance with CDD, EDD and record keeping
for CTSPs and DNFNPs under its purview because the supervesginge for this sector is still
nascent.

i The IBD and the FIU as currently configured are not able to effectively supervise the sectors for
which they have supervisory responsibility and in particular the CTSP secter the ambit of th
IBD. However the Assessorslo recognise thahe twolargest CTSP providers are licensed by the
CBB and have been subject to ongaaigquatAML/CFT supervisiorby the CBB.

9 As the supervisory regime is still in its nascent stage, the IBD could not provide any info
to whether the CTSPs under its purview apply internal controls and procedures to ensure compliance
with AML/CFT requirements.

Recommended Actions

1 The FSC and IBD should step up the efforts to have the Fls and DNFBPs under their purview

understand theML/TF risks. The FSC already started with this process.

i The FSC and IBD should apply the regulatory measures at their disposal more forcefully to
encourage Fls and DNFBPs under their supervision to take the necessary mitigating actions about
the ML/TF risks they face.

C
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The IBD should start as soon as possibith the onsite examination regime for the CTSPs under
its purview in order to inform the supervisory process of the DNFBPs under its purview.

Barbados should consider having the onsite examinations of the CTSPs under the sole purview of
the IBD carried ouby the CBB, as the CBB already has the supervisory onsite and offsite framework
for CTSPs in place.

The credit unions, insurance sector and securities companies under the ambit of the FSC need to
improve the monitoring process of PEPs, their close faméynbers and associates as required by

the FSC6s AML/ CFT Guidelines and the FAT|IF Rec
need to consider a ridkased approach commensurate with their customer base to meet the necessary
KYC requirements

The relevah Immediate Outcome considered and assessed in this chapter is 10.4. The recommendations
relevant for the assessment of effectiveness under this section 528.R.9

193.

194.

195.

196.

197.

Immediate Outcome 4 (Preventive Measures)
Understanding of ML/TF risks and AML/CTF obligans

Fls and CTSPs regulated by the CBB represent 68% of the total financial assets under supervision
in Barbados and generally have a high understanding of their ML/TF risks and AML/CFT
obligations. 60% of the financial assets under supervision are undeattaement of domestic

banks. The CBB determines through onsite examinations and qualitative information, including
ML/TF self-assessments, that these FIs and CTSPs understand the risks involved and have taken the
necessary preventive measures to mitigaggr tML/TF risks. One Fl, jointly supervised by CBB

and FSC, is in the process of implementing the necessary measures based on recommendations of
the CBB.

Both the domestic and international banking sectors understand their ML/TF risks and AML/CFT
obligaions. For the domestic banks, it was determined that CBB also considers the robustness of the
AML/CFT supervision of the OSFI on the three banks with a Canadian parent. CBB has indicated
however, that although some reliance is placed on the home dowofpervisors, ultimatel\CBB
independently determisé¢he ML/TF risks of the domestic banking sector, including the domestic
banks with a Canadian parent.

Not all FIs in the general insurance sector understand the ML/TF risk they face and have therefore
not implemented the appropriate Hsised frameworks to mitigate these risks. This is especially
the case with three of the five general insurers. The two life insurers, two largest general insurers
and one mixed insurance company operating in BarbadgeEnieral have a better understanding of
their ML/TF risks and AML/CTF obligations. The same is applicable to the credit union sector and
the securities sector.

During the assessment, thesessorfound that in general DNFBPs with a dual role, thaadng

as a lawyer and as@I SPdo understand the ML/TF risks and AML/CFT obligations involved and
seem to take the necessary #islsed approach to mitigate the ML/TF risks. However, in their role
in real estate dealings, it does not seem that all lawymaterstand the risks involved given that
information of CDD is not always shared between the real estate agents and the lawyers

Dealers in precious metals do understandMheand TFrisksthey faceand in general have taken
guidance with respect to ML/TiBsues from their head offices abroad.

Application of risk mitigating measures
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198. Domestic commercial banks, international banks and CTSPs regulated by the CBB do apply risk
based mitigating measures in accordance with the ML/TF risks posed byepictive customer
bases.

199. Several FIs under the purview of FSC are not consistently applying tHeasskl approach to risk
mitigation. For the credit union sector, the AML policy of the top three credit unions was found to
be appropriate to mitigate iatent ML risk considerations and encompass key requirements of
| egi sl ation and F S.Q0 isforrAatidn ivas Brovidéslas ta T Irisk miégsition
for the credit union sector. Several other credit unions still need to document issues regaftihg M
risks. However, given that the talpree(3) largest credit unions are opbond credit unions, i.e.
open to the general public, the issue of TF should be addressed. For the insurandacediog,
the top twq2) general insurers, was determiad thathe AML policy design is effective. However,
notwithstanding the low risk, improvements are required in the AML policy design for the other
three general insurers. For the securities sector, it is noted that for four of the five securities
companés the AML policy design is adequate to mitigate inherent ML risks. Improvement in the
AML policy design is required for the one securities company. For the MFAs, it is noted that that
AML policy design is appropriate to mitigate inherent ML risk consiti@na. The FSC has
determined that for the largest Fls in each of the sectors under its supervision, there is a high level
of understanding of the risks involved, however there is a low level of implementation of risk based
frameworks to mitigate these kis

200. As its supervisory framework for the entities under its purview is still nascent, the IBD has not been
able to verify compliance with its AML/CFT Guidelines for CTSPs for which it is the sole regulator.
Therefore, the IBD has not been able to deterypievhat the level of compliance for this sector is
and if the necessary ridlased approach to risk mitigation is being applied. The CTSPs under the
purview of the CBB are subjected to the ongoing regulatory frame work of the CBB and have been
found to ke able to apply risk mitigation in accordance the ML/TF risks they face.

Application ofenhanced or specific CDdhd record keeping requirements

201. FlIs and CTSPs regulated by the CBB in general have appropriate CDD and record keeping policies
and procedurein place and apply these in a consistent and adequate manner. CBB licensees apply
enhanced and specific measures regarding PEPs, correspondent banking, wire transfers, targeted
financial sanctions related to TF, new technologies and higher risk cowagridentified by the
FATF.

202. While onsite visits of the CTSP sector solely under the purview of the IBD have commenced, the
IBD is still in the process of determining the level of compliance with CDD and record keeping for
these entities. Therefore, IBD hast been in a position yet to determine how well CTSPs apply
enhanced or specific measures for PEPs, new technologies, targeted financial sanctions related to
TF and highrisk countries as identified by FATHogetherwith the mutual funds administrators
and securities firms supervised by the FSC, the CTSPs under the sole ambit of the IBD represent 5%
of the financial assets under supervision in Barbados

203. The monitoring process of PEPs, their family members and associates in the credit union sector, the
insurance sector and the securities sector is not done consistently by all the Fls operating in these
sectors. Not all FlIls carry out the monitoring
Guidelines thus by extension not complying with the FA@¢ommendations on PEPs.

204. For the credit union sector, it has been determined that CDD and record keeping measures are being
applied inconsistently. Retrospective CDD in most instances has either not started or finalized and
there is an inconsistent ridlased approach to verification of proof of address and source of income.
One area requiring improvement is a documented process where credit unions evaluate, based on
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206.

207.

208.

2009.

210.

211.

the outstanding KY@formation, if the risk is material enough to sever a businessoreshtp with

an existing customet.he credit union sector represents 9% of the total financial assets supervised
in Barbados. There are 34 credit unions in Barbados and it is worthwhile to mention that the 7 largest
credit unions represent 92% of the Grechion sector in Barbados.

For the life insurance sector, it was determined that that risk profiling systems are not yet fully
implemented and that the responses from the retrospective due diligence process are inconsistent.
One area requiring improventds a documented process where the life insurers evaluate, based on
the outstanding KYC information if the risk is material enough to sever a business relationship with
an existing customer. For the general insurers, it was determined that the maiegaigagr
improvement is the consistent implementation of obtaining KYC information such as proof of
address and for business companies to obtain adequate corporate customergu{ré@ientsThe
insurance sector represents 18% of the total financialsasgpervised in Barbados. Both the life
insurance and general insurance sectors represent a relatively low ML/TF risk to Barbados given the
products and services that are being offered.

For securities companies and MFAs, it is noted that these entitiaavare of their CDD and record
keeping obligations but inconsistently apply atisised approach to verification of proof of address

and source income. In the securities sector, the FSC noted an improvement in the CDD and record
keeping of the topwvo MFASs, but overall it was determined that this sector applies CDD measures
inconsistently.

For DNFBPs under the purview of the IBD it was determined that the awareness of high risk
countries needs to improve.

Fls and DNFBPs are required to comply with AML/CFT Guidelines of the respective competent
authorities. As the supervisory framework for CTSPs falling solely under the purview of the IBD is
still nascent, Barbados could not supply information on whether BO information is collected, kept
and updated s required by the | BDds AML/ CFT Gui del
collected and updated by the licensees of the CBB and the FSC. CBB reviews this information as
part of their ongoing monitoring process

Reporting obligationsand tipping off

Please refer to table 8 for an overview of the reported STRs by Fls and DNFBPs for the period 2012
T 2015. Most STRs (75% of the totals SARS reported, 82% of total SARS reported by the financial
sector) were reported by commercial banks. During the samedpatiorneysatlaw and
accountantdiave also filed SARsIn 2015 the number of SARiled by the credit union sector
increasedrbmfourin 2014 to 19 in 2015. This could be a sign that the semtait least the largest
credit unionsare beginning to werstand the ML/TF risk they fa@s a result of training and
guidance by the supervisosnother important development is that the reporting of SByRthe

MVTS sectorhas increased fromnein 2014to 52 in 2015, which is an indication that this sector

has an understanding of its reporting obligation andrtheL risks they face.

For the CTSPs under the purview of the IBD, the Assessment Team could not determine the extent
to which these DNFBPs met their reporting requirements since the IBD onhtlyestarted with

the regulatory regime for these DNFBPs. Therefore, there are no relevant statistics available. For
CTSPs under the (dual) supervision of the CBB, the Assessment Team did not find reasons for
concern regarding the reporting obligationshie CBB.

Overall no information was available on the practical measures to prevent igfpiSgction 23 of

the MLFTA prohibits directors, officers and staff members of FIs from disclosing the fact that a
STRs has been reported to the FIU. CBB hasteftsnd onsite working programmes in place to
monitor tippingoff and uses its supervisory ladder to addressaoonpliance. The IBD regulatory
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framework for CTSPs is nascent and therefore no relevant information could be provided to the
Assessment Teamgarding tippingoff.

212. Based on the onsite interview, it appears that some reporting entities in one of the DNFBPs sector
may not be fully discharging thelegal obligation to report attempted or abortepicious
transactions Therefore, the relevant CAhould ensure that all reporting entities in this sector
understand the relevance and importance of reporting aborted or attempted suspicious transactions
and their legal obligation to do so.

Internal controls andlegal/regulatory requirements impendingmplementation

213. Forthe CTSPs under its purview, the IBD has yet to determine how well internal control procedures
about compliance with AML/CFT requirements are met.

214. CBB regulated Fls in general apply the necessary internal control procedures wellarEhace
legal or regulatory requirements that impede Fls ability to comply with AML/CFT requirements.
Consolidated AML/CFT and group supervision is addressed by the CBB by meeting on a regular
basis with internal audit or compliance teams of the parenta@oepof licensees as part of ongoing

supervision. CBB uses this information to feed
obtained from centralized functions residing at the parent level to further inform the risk profile of
its licenses.

215. For FSC regulated entities there are also no legal or regulatory impediments to compliance with
AML/CFT requirements. However, in practice the implementation oftrésded risk mitigation is
done inconsistently across the different Fls regulated blz$t& Retrospective CDD is one of the
main areas that needs to be addressed by these Fls.

216. General insurers in Barbados need to improve their independent compliance function oversight. The
life insurers and the mixed insurance compahave independent otpliance functions in place.
For the mixed insurance companies, the FSC has determined that the independent compliance
function is improving. At the life insurers, the compliance oversight functions were found to be
adequate.

217. There was also no internal aufiinctions oversight of AML programmes for the general insurance
sector. For the sole mixed insurance company operating in Barbados, the FSC did not find proof that
the AML programme was reviewed by the internal audit function.

Overall conclusions formmediate Outcome 4

218. The Fls and CTSRsder the purview of the CB&pply the relevant AML/CFT preventive measures
in accordance with their risks and adequately report suspicious transattieiBB is responsible
for the supervision of 68% of the totahdncial assets in Barbados and therefore the lead oversight
role and the maturity and adequacy of the its supervisory regime comes into play as a material factor
in determining the effectiveness of Barbados in applying preventive measures. However, the
Assessors believe the issues regarding preventive measures by Fls and CTSPs under the ambit of
the FSC and IBD should be resolved in the short term.

219. For Fls across the different sectors, under the ambit of the FSC, it was determined for the insurance
sectorthat not all FIs understand the ML/TF risk they face and have therefore not implemented the
appropriate ristbased AML/CFT preventive measures. For the credit union sector, it was
determined that mainly the largest four credit unions understand the Misk they face and the
AML/CFT obligations they must comply with. In general, the credit union sector in Barbados does
not adequately apply AML/CFT preventive measures. Therefore, it remains a question if the SARs
reported by this sector reflect the actmahsactions which should be reported.
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220. IBD still needs to determine the level of compliance with its AML/CFT Guidelines for CTSPs under
its sole supervision. As the IBD supervisory framework still is nascent, the effectiveness of the
application of preventive measures for these entities hawehbeen determined.

The rating for Immediate Outcome 4 is anoderatelevel of effectiveness
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CHAPTER 6. SUPERVISDN

Key Findings and Recommended Actions

Key Findings

T

With the exception of the FSC and CBB, the procedures adopteebsing/registration authoriti
to vet and approve post licensing/ post registration changes in beneficial ownership are gen
sufficiently robust

Dealers in precious metals and stones falling utldersecond schedule of the MLFTA are
subject to any form of licensing or registration for AML/CFT purposes.

Gaming institutions although not casinos, are not subject to regulation and supervis
AML/CFT purposes. However, there are a number wRkecute transactions above the FA
designated threshold. It is noted that Barbados has not yet conducted a risk assessment of

MVTS are registered for AML/CFT purposes. Although MVTS registered with the CBB are 4
t o the CBBO sidelfvddLlttliee A€ noGespoke AML/CFT Guidelines for stand
MVTS. However, in the context of materiality it is noted that there is currently only one stan
MVTS provider.

The supervision of the DNFBP sectas a wholas the responsibility of t& IBD and the AMLA|

Whilst structural improvements are being made the supervisory framesvodins ad hoc ai
disjointed with the FSC having to provide supervisory capability to both the IBL
theAMLA under various MOUdn addition neither theAMLA or the IBD (in the context

CTSP6s specifically) have proprietary ri
opinion of the Assessors, the DNFBP sector has not yet been adequately risk &Seassedently
there is no risk based supeiuis methodology in place.

s
erally not

not

sion for
\TF
this sector.

subject
alone
dalone

The FSC has a developing understanding of the ML/TF vulnerabilities across the financial sectors

and Fl 6s for which it is responsi bl e. H
largest Fls in each sector does ragtect the varied composition of each of the sectors and the
there is a concern that the ML/TF vulnerabilities across each sector as a whole may not H
adequately identified and assessed.

Whilst the FSC hafocusedresource®n thesuperviso n o f the | argest
Assessors consider that this foooslld compromiséhe effective supervision of each sector
whole. In addition, the FSC is also providing supervisory capability to both the FI
theAMLA and thiscouldfut her compromi se the FSCb6s ahb
sectors for which it is responsible

Whilst both the CBB and the FSC have developisg assessment and supervisory framewor
place, the Assessors are concerned that there ishataimce between offsite and onsite supervi
In this context the onsite supervision cycle is not currently fully aligned to the risk ratings a
to the individual Fls

The Assessors noted that certain FSC ren
significantly extended periods. In addition, although both the CBB and the FSC have

bwever
refore
ave been

FI 6s
as a
) and
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escalation guidelines in place, the Assessors were not able tonidetdhat they were bei

ng



1

Recommended Actions

consistently implemented. The Assessors believe this is supported by the limited applia
proportionate and dissuasive sanctions by both the CBB and the FSC.

The AMLA and the IBD as currently constituted are not able tepeddently supervise the sec
for which they have supervisory responsibility and in particular the CTSP sector which is reg
as a significant ML/TF risk. However, in mitigation the Assessors also recognize that m
larger CTSPs are also lieged by the CBB and have therefore been subject to ongoing AM
supervision for an extended period.

The FSC is currently providing supervisory capability to both the IBD and the FIU under app
MOUSs. However, in certain cases, the Assessors nbétdhe FSC requires an individual lette
appointment before conducting on site supervisory visits. It has not been satisfactorily demg
to the Assessors that overall this is a sustainable solution.

Registration and licensg authorities should review their licensing/registration procedures to
that subsequent changes in beneficial ownership are adequately recorded, vetted and appr
or pre)

Dealers in precious metals and stones falling under the second schethé Money Launderir
and Financing of Terrorism (Prevention and Control Act) should be licensed or registe
AML/CFT purposes.

The FSC should continue to review its sector risk profiles to ensure that they accurately re
varied compositio of each sector and its ML/TF risk profile.

Both the FSC and the CBB should review their existing supervisory methodologies to ens
the onsite supervisory schedule is properly aligned to the output from the risk assessmen
In addition, he FSC should review its current resource requirements to ensure that it is
effectively continue to discharge its expanded supervisory remit.

The FSC and the CBB should review the status, integrity and effectiveness of their
escalatiorprocedures in respect of the oo mp |l i ance by FIl &6s wit
The consideration and application of proportionate and dissuasive sanctions where merite
also be a key focus.

The IBD and the AMLA should each develop their owk Bssessment frameworks and +issed

supervision methodologies.

ation of

fors
ognized
any the
L/CFT

ropriate
r of
bnstrated

ensure
oved (post

g
sred for

rflect the

sure that
t process.
able to

existing
h t hej
2d should

Barbados should review the existing DNFBP supervisory framework to determine if the existing

framewor k whereby the FSC provides super

Visory

and sustainable.

The relevant Immediate Outcome considered and assessed in this chapter is 10.3. The recommendations
relevant for the assessment of effectiveness under this section ar2dR&R.34 35.

221.

Immediate Outcome 3 (Supervision)

Financial Servies Commission (FSC)

The FSC is the Competent Authority (CA) in respect of the licensing, regulation and supervision of
Credit Unions and FlIs governed by the various laws set out in the second schedule of the FSCA
(Exempt Insurance Act, Insurance Act, Occupational PensionSActurrities Act and Mutual Funds

Act).
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Central Bank of Barbados (CBB)

The CBB is the CA in respect of the licensing, regulation and supervision of international banks
falling under the IFSA and Trust and Finance Companies and Merchant Banks, and Galmmerc
Banks falling under Part 1l & Ill of the FIA.

International Business Division

The IBD is the CA in respect of the licensing, regulation and supervision of entities governed by the
CTSPA, the IBCA, the SWRLA, the Private Trust Companies Act, the Ftionda\ct and the ITA.

The AntiMoney Laundering Authority

The AMLA is the CA in respect of the supervision of DNFBPs falling under the second schedule of
the MLFTA. The AMLA has delegated the supervisory function to the FSC.

Licensing, registration anctontrols preventing criminals and associates from entering
the market

Measurego preventcriminalsandtheir associatesrom enteringthe market

The CBB and the FSC have both developed frameworks for processing licence applications and
these processesdlude the application of fit and proper tests to directors, managers and shareholders
who control 10% or more of shares. With respect to determining control, the FSC identifies the
natural person(s) who exercises ultimate control. The Fit and Propeid@neast used by the FSC

and the CBB requires the provision of a police certificate and the disclosure of any past criminal
record or regulatory enforcement action. Both supervisors use third party data providers to attempt
to verify information providedh the questionnaire and to obtain additional information which may

be relevant to licence applications under consideration.

The fitness and proprietary tests conducted by the FSC are completed on a regulgedéihieele

and those conducted by t68B on a foufyear cycle. In addition, both the FSC and the CBB operate

a notification and approval requirement respectively in respect of subsequent changes in directors,
senior managers and beneficial owners.

Subsequent changes in BO, in accordancetiviiprevailing 10% threshold requirement, are subject
to prior approval in the case of the CBB and notification in the case of the FSC.

The IBD has a framework in place for licensing entities within its remit. With respect to CTSPs
specifically, the proess requires the submission of an application form and fit and proper
guestionnaires for everyone providing regulated services and for partners, directors, managers,
senior officers and beneficial owners holding more than 10%. Information must also loe g e

to whether the individual has been subject to any adverse legal or regatgtmgement action. As
necessary the IBD will use external data providers to verify information received and obtain
additional information which may be relevant to thgplecation. The IBD did not provide any
statistics re the number of license applications which were rejected.

The IBD requires subsequent changes in beneficial ownership, directorships and senior management
positions to be notified by way of an annuahfil requirement. With respect to CTSPs, the CTSPA
requires the corporate service provider to notify such changes to the IBD at least a month before the
intended change. There is also a MOU signed by the AMLA and the regulatory authorities including
the IBD. It is this document which allows the competent authorities to obtain adequate, accurate and
current BO information from the relevant regulatory authority.

There are currently five MVTS in Barbados whigte registered with the CBB. They account for

less than 1% of fund flows and are agents of international MVTS providers. The CBB has assessed
the MVTS sector as low risk however Barbados has now indicated to the Assessors that it will
replace the curreMVTS registration regime with a licensing regime.
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As previously noted although gaming institutions are not casinos they do execute transactions over
the USD/EURO 3000 threshold. Although licenced annually by Customs and Excise they are not
regulated or quervised for AML/CFT purpose. The Betting and Gaming Committee conduct limited
due diligence on members. The Assessors would recommend that Barbados include a risk analysis
of this sector in the next NRA.

Dearlersin precious metals and stones are narged or registered howevbe FIU hagecently

started onsitsupervisoryvisits to this sectorAt present, there is only one dealer in precious metals

and stones operating in Barbados through various companies. Given the size of the operations the
company has no material impact on the total financial assets in Barbados. The FSC has determined
that this dealer posed a low ML/TF risk. This was confirmed by the Assessment Team during the
onsite interview with the dealer. The setup of the transactindsttee internal audit preventive
measures instituted by the company contributed to the low ML/TF risk rating assigned by the FSC

Accountants and lawyers fall under the second schedule of the MLFTA. Whilst most accountants
are licenced by the Institute of Chartered Accountants in Barbados, this is not a mandatory
requirement. In addition, no evidence was provided to the Assesstmamstrate the integrity of

the licencing process. Lawyers are obligated to become membersBa#rtiaos BaAssociation

and are required to register with the supreme court, however no evidence was provided to the
Assessors to demonstrate the integsftthe registration process. Both accountants and lawyers who
act as CTSPs are also required to be licenced by the IBD.

Real estate agents falling under the second schedule of the MLFTA are required to register with the
supreme court. No data was prodde enable the Assessors to satisfactorily determine that the
perimeter was being effectively policed.

30PAOOEOI 008 O1T AAOOOAT AET ¢ AT A EAAT OEEEAA
As a mature supervisor, the CBB has risk rated each sector and has a good understameling of
ML/TF risk across the banking and nbanking sectors. The CBB continued to develop its risk
assessment methodology in 2016 by wusing target
and gquantitative data. This information has been usedrtioef refine the sector risk assessments

and risk rate all FIO&s. Example FI risk profil

0

Although the FSC has indicated that all Fls, not just the largest Fl in each sector have been risk rated
no evidence was provided to confirthis. In addition, example FI risk assessments were not
provided by the FSC.

The FSC utilises a riskased approach to AML/CFT supervision and has completed sector risk
assessments across each of the sectors for which it has supervisory respoisieilsgctor risk
assessments are derived from a review of the inherent sector risk, Haksssfments conducted

by the larger Fls in each sector, aggregated sector specific qualitative and quantitative data and the
output from onsite examinations contkdt on the larger Fls in each sector. As with the CBB, the

FSC continued to develop its risk assessment methodology in 2016 by using targeted data calls to
the larger Fls in each sector to capture additional qualitative and quantitative data to furtber ref
its sector ri sk assessments. The FSCO6s state
information into an annual filing requirement for the Fls in each sector.

Whilst the FSC has a developing understanding of the ML/TF risk across the Qriedit ldsurance

(Life Insurance, Non Life Insurance, Mixed Insurance Companies, Insurance Brokers) and
Securities (Registered Brokers, Investment Advisers and Mutual Fund Administrators) sectors and
has risk rated each sector, the Assessors remain cedddat the focus on the risk posed by the
largest Fls in each sector does not accurately reflect the varied composition of each of the sectors
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and therefore the ML/TF vulnerabilities across each sector as a whole may not have been adequately
identified aml assessed.

239. The IBD has not yet developed a proprietary risk assessment framework and therefore has a limited
understanding of the ML/TF risks within the sector for which it has supervisory responsibility. The
IBD indicated that it was aware of the highisks posed by the CTSP sector and actively engaged
with the FSC to provide additional supervisory capability under an appropriate MOU. However, the
Assessors were not provided with any evidence to demonstrate that the IBD had in fact conducted a
sector isk assessment.

240. In the absence of a risk assessment framework to identify, assess and mitigate ML/TF risk in the
DNFBP sector, the FIU has no substantive understanding of the ML/TF risk in the sector for which
it has supervisory responsibility. HoweveretAMLA has been instrumental in the issuance of
AML/CFT guidance to the DNFBP sector and has also engaged with the FSC to provide supervisory
capability under an appropriate MOU.

Riskbased supervision of compliance with AML/CTF requirements

241. Whilst the FSC has a risk assessment framework in place, the Assessors were concerned that it was
not properly aligned to the overall supervision methodology. In this context there was no evidence
of an onsite supervision cycle (detailing frequency angejcpredicated on the risk profile of the
FI (although the FSC indicated that they aimed to conduct a minimum of 20 on site supervisory visits
per annum) As at March 2016 the FSC examined 12 oB4h&edit unions representing 93% of
total sector asset€ore findings indicated a need to improve the customer risk rating process, the
implementation of risk adjusted customer due diligence and the verification of source of funds. In
the latter half of 2016, the FSC conducted AML/CFT follow up visits to féuh® larger credit
unions and noted some improvement in the implementation of risk adjusted customer due diligence
measures. However, residual weaknesses in the verification of source of funds were identified. When
compliance deficiencies are identifidtetFSC uses a supervisory ladder to guide the supervisory
response however it was not evident to the Assessors that this process was sufficiently robust or
effective. In particular it was noted that regardless of the materiality of compliance deficiencies,
escal ation was restricted to fAremedi atTheon mee
Assessors are concerned that the focus by the FSC on the largest Fls in each sector could command
available resources and potentially compromise the integritiyeofupervision of each sector as a
whole

242. The FSC has a suite of domestic and international MOUs in place to facilitate the effective discharge
of its supervisory obligations. Whilst the FSC has indicated that with respect to those Fls subject to
dual regilation domestically, joint supervisory visits between the CBB and the FSC do take place,
no evidence was provided as to the number, nature and scope of these visits.

243. Pursuant to MOUs with the IBD and the AMLA, the FSC has recently conducted severaCAML/
focused onsite visits to CTSPs and other DNFBPs. The initial findings from the on sites to-the non
CTSPs revealed a general lack of understanding of AML/CFT requirements and obligations. In
certain circumstances, the FSC requires an individual letteapmintment before conducting on
site supervisory visits. In addition, neither the AMLA or the IBD (in the context of CTSPs
specifically) have proprietary risk assessment frameworks in place and therefore the DNFBP sector
has not been adequately riskeh Consequently, there is no risk based supervision methodology in
place

244. The CBB utilises a riskased approach to supervision with on sites (and desk based reviews)
conducted in accordance with tbetput from the risk assessment. Over the period-2018 the
CBB conducted 25 supervisory onsite visits (which also included AML/CFT) in accordance with its
risk asessment framework. Whilst the CBB does conduct significant desk offsite (desk based)
monitoring informed by and also informing the risk assessmpecess, the Assessors did have a
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concern that the balance between offsite monitoring and onsite supervision may not be optimum.
The expectation is that supervisory onsite visits are conducted in accordance with the output from
the overall risk assessmiegprocess i.e. Fls are risk rated as high, medium or low and the supervision
onsite cycle is aligned accordingly. This would require the roll out of a supervision cycle with the
frequency of onsite determined by the risk profile of the FI.,

245. The CBB has aobust onsite work programme to monitor compliance by Fls with AML/CFT
requirements. The CBB advised that findings from onsite visits were recorded, analysed and fed into
the risk assessment process.

246. In November of 2016 the CBB, under the provisions dfi@1J) with the AMLA conducted on sites
to all MVTS registered with the CBB. The CBB has a strong understanding of the MVTS market
and the associated ML/TF risk and noted no material findings. The MVTS sector represents only
1% of the financial sector. Baatdos has advised the Assessors that it will shortly replace the
registration regime with a licensing regime.

247. In practice, the IBD has operated primarily as a licensing authority and has not actively supervised
the IBD sector. However, pursuant to a recel@U with the FSC, the FSC is now providing
supervisory capability with respect to the supervision by the IBD of the higher risk CTSP sector.
The Assessors do recognize tttad two largest CTSPs are also licenced by the CBB and have
therefore been subjetm ongoing AML/CFT supervision. Whilst this is a positive development and
resources permitting the FSC supervisory remit would be extended to include risk based onsite
inspections to all relevant IBD licensees. The Assessors note that the FSCA Sdgtibn dsts
among the functions of the FSC fAto provide te
other government agency (including supervisory authorities) in relation to its responsibilities under
any law to supervise, regulate or monitoy éusiness operating in Barbados.

Remedial actions and effective, proportionate, and dissuasive sanctions

248. Pursuant to the relevant provisions of the MLFTA, the CBB, FSC, IBD and the FIU are empowered
to apply remedial actions and sanctions.

249. Whilst the I5C has implemented a supervisory ladder to guide the appropriate supervisory response
to identified AML/CFT deficiencies and in practice has required several Fls to complete remedial
action plans, there is a concern that many remedial action plans hameaempen for a significant
period (beyond 12 months). In addition, no evidence has been provided to the Assessors to confirm
that the application of sanctions is a considered supervisory response. This is supported by evidence
that sanctions have nevieeen applied against any Fl for a material failure to comply with their
AML/CFT obligations.

250. The CBB imposed 14 directives across a range
available for 2016 because onsite were still ongdbwgying the period, there were 16 remedial
measures involving FIs. Al t hough employing t

satisfactory compliance by FI6s the CBB did n
involving the applicatio of a financial penalty. The Assessors noted a number onsite visits (at least
two) which resulted in material findings and CBB remediation measures but none resulted in the
application by the CBB of sanctions involving a financial penalty. The Assesswiided that in

such circumstances the CBB should also consider the application of financial penalties in
conjunction with remediation measures.

251. The IBD has only recently entered into an MOU with the FSC under which the FSC will perform
certain supervigy functions in respect of CTSPs and potentially other licensees. However, given
the recent nature of this arrangement there is no evidence to date of the application by the IBD of
remedial actions and/or sanctions. The AMLA has recently entered an M@Uhei=SC under
which the FSC will perform certain supervisory functions in respect of select DNFBPs. However,
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given the recent nature of this arrangement there is no evidence of the application of remedial actions
and/or sanctions.

Impact of supervisonactions on compliance

During the period, July to August 2016, the FSC visited several of the largest Fls across each sector
to determine if remedial action plans previously agreed with the FSC were being adhered to. The
FSC concluded that there was satifay improvement, particularly in the credit union sector and
therefore there was no need to apply additional remedial actions or sanctions. However, on reviewing
several action plans, it was evident that a number (at least two) had been open foidzad gaead.

This raises the question as to the integrity
process.

The CBB conducted 25 supervisory onsite visits to FIs during the period 2012 to 2016, ten of which
were conducted in 2016. All esitesare conducted using a standardyisgt protocol and executed

using an onsite work program which includes a comprehensive review of AML/CFT requirements.

In addition, the CBB conducts risk based offsite (desk based) reviews informed by and informing
the autput from the risk assessment process and this forms an integral part of its review/monitoring
process. The Assessors are of the view that an onsite supervision cycle should be defined for each
risk rating categoryThis would address any concern of apaent imbalancbetween offsite and

onsite supervision visits of individual F/hilst the scope and output from the CBB onsite visit is
robust, the Assessors are concerned in particular that remediation plans agreed with individual Fls
are not in all cees being closed in a timely manner. This raises a question about the post onsite
process. The CBB indicated that some elements of the remedial action plans, for example those that
involve an IT solution could extend closure of an issue, but completiea dee agreed with the Fls

and monitored on an ongoing basis. The CBB indicated that the reduction in identified compliance
deficiencies and the increasing number of unusual reports and SARs over the period in 2011 to 2015
were indicators of heightened amness amongst FIs and in addition, the retention by domestic
banks of international correspondent banking relationships did support the assertion that CBB
supervision was effective. However, at the time of the assessment the Assessors did not consider
that a robust mechanism was in place to accurately assess and analyze the impact of their supervision
activities on the compliance standards of Fls

The IBD has supervisory responsibility for IBD licensees and the AMLA has ultimate oversight
responsibility 6r the DNFBP sector. Historically the IBD has not exercised a robust supervisory
role and only recently entered into MOUSs with the FSC to provide additional supervisory capability.
An MOU between the AMLA and FSC was recently signed. Given that 18 omsite had taken

place at the time of the assessment there was insufficient information for the Assessors to determine
the effectiveness of these supervision activities on compliance by DNFBPs (including CTSPs) with
their AML/CFT requirements. However, tipeeliminary findings of the FSC indicate instance of a

lack of AML/CFT awareness within the DNFBP sector

Promoting a clear understanding of AML/CTF obligations and ML/TF risks

In consultation with the regulated sector, the FSC has issued AMLBTkRNce (2013) to ensure

that all FIs are aware of their AML/CFT regulatory obligations. The FSC conducted outreach to the
credit union sector in 2014 and in 2016 engaged with the largest Fls across each sector to ensure that
these FlIs understood their AMCFT regulatory obligations. FIs were also reminded of their ongoing
regulatory obligations. In July of 2016 the FSC met with the captive insurance sector also advising
them of their role in the CFATF MEVAL process. Whilst the FSC has taken severalyzacieps

in 2016 (e.g. outreach sessions on the NRA process) to promote understanding across the financial
sector there is limited evidence that a coordinated education and communication strategy is in place
to clearly articulate national and sector rigk&l ensure that within this context FlIs understand their
AML/CFT obligations.
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In consultation with the regulated sector, the CBB issued AML/CFT Guidance (2013) to ensure that
all FIs were aware of their AML/CFT regulatory obligations. Although thereoigoordinated
education and communication strategy, the CBB does meet periodically with the senior executives
and officers of FIs. Whilst such meetings are fundamental to the supervision process they are not a
substitute for a coordinated communicatioratgtgy which clearly articulates national and sector
risks and ensures that within this context Fls understand their risk exposure and AML/CFT
obligations.

During 2016 the IBD took several proactive steps to promote understaofdiigiks particularly

with respect to the CTSP sector. This included discussions on the NRA process and the finalisation
and issuance of updated AML/CFT Guidelines for the CTSP sector and the regulatory obligations
placed upon the sector. In 2015 the IDB was involved in a limiteaber of strategic alliances with

the relevant professional associations to discuss the implementation of the CTSP Act . In addition,
during 2015 and 2016 the IBD clearly focused on the CTSP sector however as with the CBB and the
FSC there is limited evahce of a comprehensive communication strategy which clearly articulates
the national and sector risk and ensures that within this context IBD licensees understand their
AML/CFT obligations.

Although the AMLA has supervisory responsibility for the DNF8#ttor, the FIU performs the
training function for supervisory authorities, FIs and DNFBPs. However, information has only been
provided in respect of the number of entities which the FIU has trained for each of the years 2012 to
2015. In 2015 only fiverdities received training. No information was provided for 2016. Overall
there is limited evidence of a developed training programme.

Overall Conclusion on Immediate Outcome 3

Whilst the CBB, FSC and the IBD have licencing and registration frameworkade, @loordinated
improvements can be made to mitigate the potential risk of criminal control of Fls, CTSPs and other
IBD licensees. The vetting and approval process surrounding subsequent changes in beneficial
ownership should be reviewed to ensure they tire sufficiently robust. In addition, the integrity of

the licencing and registration of the DNFBP sector as a whole should be reviewed. Whilst MVTS
are registered and the sector has been assessed by the CBB as broadly low risk, Barbados has now
indicated that it will move to licence MVTS.

The CBB andthe FSCemployarisk-basedapproactio AML/CFT supervisiorandit is recognized
that theseframeworksare continually developingand improving. There is howevera residual
concerrmasto whethetheC B B éndtheF S Cr&lsbasedsupervisiormethodologieareadequately
alignedto the outputfrom their risk assessmergrocessin addition,therearealsoconcernsasto
theintegrity of theF S Craamagementf theendto endremediatiorprocess.

Neither thelBD or AMLA have been able to effectively supervise the sector for which they are
responsible (including importantly in the case of the IBD, CTSPs). Accordingly, both the IBD and
the FIU have attempted to address this deficiency by entering into MOUgh&iBSC to provide
additional supervisory capability (there is also a statutory underpinning in respect of the FSC
supporting the IBD and the FIU). There is a significant concern that the current framework
compromises the capability of the FSC and is nstanable and therefore Barbados should quickly
move to formalise the supervision framework for both these sectors.

It was evident to the Assessors that the CBB, FSC, IBD and AMLA are not applying the full range
of sanctions available for nesompliance B FIs and DNFBPs with the applicable AML/CFT
requirements. In particular whilst there is evidence that the CBB and the FSC are requiring Fls to
remediate deficiencies (not always in a timely manner) they are not also applying appropriate
sanctions in casewhere significant deficiencies have been identified. Although the Assessors
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strongly do not agree, the CBB is of the opinion that its procedure in isolation is effective and takes
various factors e.g. compliance history and commitment of an Fl intorstowben deciding on the
type and severity of sanctions.

263. The rating for Immediate Outcome 3 is a Moderate level of effectiveness
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CHAPTER/. LEGAL PERSONS ANBRRANGEMENTS

Key Findings and Recommended Actions
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Key Findings

9 Basic information on the creation and types of legal person and arrang&swperticly available.

I BO informationon legal persons and legal arrangemarayg beavailable tahe FIU andcompetent
authoritiesgenerallyhowever the existing framework demonstrate a significant gap in the tjmely
access to such information

1 By a combination of the legal and supervisivagneworks there are some limited measures in place
to prevent the misuse of legal persons and legah@eraents for ML/TF.

9 There exist provisions withthe COMPA andits guidelines whiclwhenimplemented make legal
persons athlegal arrangements transparent.

I Competent authorities have not demonstrated that they have identified, assessed or undetstood the
ML/TF risks that emanate through the misuse of legal persons and arrangements.

9 The legal provision which permits a discretion to maintain the recoBDoinformationat some
other place in Barbados designated by the directors of the company mathafteoely manner in
which competent authorities access beneficial ownership.

1 The requirement for an annual filing of change to directors, shareholders and beneficial j[owners
supportghe competent authorities having accurate and up to date inforniattatoesnot address
changes which may occduring the course of the year.

1 The competent authorities conduct desk based revieis and DNFBPs however there is limited
onsite monitoring and or inspection atriggering mechanism whereby the competenhatities
ensure that basic aBD informationis correct for legal persons and arrangements.

1 The competent or supervisory authorities have not demonstrated the application of Saumeten
there is a failure to comply with filing arrécordkeeping regirements or obligation® keepup-
to-dateinformationregarding basic and beneficial ownership.

1 There is a requirement within the guidelines for sastlegal arrangements to k& information
during the course of the year.

Recommendedctions

Immediate Outcome 5

9 Barbados should identify, assess and understand the MiuThErabilities towhich legal person
can be exposed especially in light of the large size of the international financiabsextoducting
the relevant sector risk assessment

I The COMPA and the FSCA should be amended for companies to explicitly obtain, keep and update
BO information inclusive of the threshold of ownership that should be applied.



Barbados should ensure that there lisgal requirement for changes in the nggmaent of DNFBPs
to be disclosed during specified time limitgth the relevant notification and approyato asto
increase enforceability

The Companies Act should be amended to require all compargggpltoitly obtain and maintain
up-to-date and aaaate information on directors, shareholders and beneficial owners.

Timely access by the FIU and competent authorities to accurate and up to date information on
beneficial owners of legal persons and legal arrangements should be implemented as a matter of
priority.

The sanctions provided under th©KIPA should beincreasedto ensurdghatthey are effective
proportionate and dissuasiaad thereafter applied

The competent authorities should conduct monitoring ofgtastnsure thehold accurate and up
to date information and ensure that the same is available in a time manner

The relevant Immediate Outcome considered and assessed in this chapter is 10.5. The recommendations
relevant for the assessment of effectiveness undereittions are R.24 & 25.

264.
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Immediate Outcome 5 (Legal Persons and Arrangements)
Overview of legal persons

Barbados has taken positive steps towargdementingthe legal requirementor information on
beneficial ownership of legal persoand legal arrangeemtsto be obtained and maintaindthas
developed an attmbracing registration and licencing system so as to ensure that all relevant
information onlegal personare within the knowledge of thelevantcompetent authorityLaws
requireBO informationthat is not held by the Registrar@AIPOto be held at theorporateoffice

and be accessible to investigative authorities and the piibkctypes of legal persethat can be
created includedomestic companieinternational business compani®f0s and CharitiesAll
creation/incorporation and basic ownership information on the types of persons and arrangements
are availabhpublicly for a fee and there is the allowance for the extraction of copies of records. An
online search or a physical seadn be conducted at the office of CAIPO who is the overall
repository of all legal perssand legal arrangemerttsdetermine the existence of the entity in law.
Information on the creation of legal persons and the requirement to obtain and recordd8sic a
information is publicly available.On the issue oBO, while it is said thaBO informationis

mai ntained at the companydés registered office
competent authorities verify and confirm that the saidrimftion is actually maintaindsecause as

noted, desk based reviews are conducted but with limited onsite monitoring

Public availability of information on the creation and types of legal persons and arrangements

Companiesforeign sale corporationgiternational business corporatiofigundations andrusts
may be created iBarbados. A breakdown of the types and numbers of legal persoadegal
arrangementss provided in the tabl&6 below.



Table 16: Breakdown of types and number oflegal persons andlegal arrangements in

Barbados
Type of legal Number Type of legal Type of register for Basic features
personi Registered person and basic information
sector legal
arrangements
Process of
existence

Companies 22,764 Legal personi | Public - Company| Companies Act pursuant to the CA such

limited by shares incorporation Registry legal person is formed for the purpose

without nominal carrying on any trade or business for gain

or par value - has a separate legabersonality to itg

Domestic incorporators

Foreign  Sales 2,885 Legal personi | Public i Company| A FSC is a foreign corporation established

Corporations - incorporation Registry an approved location by a U.S. exp

Domestic oriented corporation and which allowdS
exporters to permanently exempt a portion
their profits derived from export sales frol
US taxes. Barbados qualified as one of
first jurisdictions for Foreign Sale
Corporations following the conclusion of g
exchange of information agreementvbeén
Barbados and the United States of Ameri
The FSC must meet certain United Stal
requirements in order to qualify in the Unite
States. The FSC must meet cert
conditions: Be designated as an FSC in
USA; Be incorporated in Barbados; H
engagedin foreign trade transactions as
principal objective and activity; Ensure th
its shareholders are not residents of Barba|
or any other CARICOM country.

External 2,327 Legal personi | Public i Company| Anyincorporated or unincorporated

company - registration Registry body formed under the laws of a country ot}

Domestic than Barbados;

InternationalEx | 1393 Legal personi | Public i Company| Similar to what is known as &imited

empt Societies incorporation Registry Liability Company (LLC) in other

with Restricted jurisdictions, a Society with Restricte

Liability ] Liability (SRL) can take one of two forms.

International can either be set up as an Internationg
Exempt SRL; or a Noitxempt/ Domestic
SRL. International / Exempt SRLs, are us
mainly for international transactions and a
prohibited from owning land for busines
purposes and transacting business W
CARICOM residents.

Domesti¢Non- 213 Legal personi | Publc i Company| Similarly, to ISRL these DSRL /. Nen

Exempt incorporation Registry Exempt SRLs are subject to stands

Societies  with corporate tax rates but are allowed to trans

Restricted business with CARICOM residents who ¢

Liabilities T have ownership share in the compa

Domestic exceeding 10%.

Non-Profit 738 Legal personi | Public i Company| An NPO primarily engages in raising

Organisationsi incorporation Registry disbursing funds for purposes such

Domestic charitable, religious, cultural, social propos

The Company has no authorised share cap
is to be carried on without pecuniary gain
its members, and any profits or oth
accretions to the assets of the Company al
be used in furthering its undertaking. Suck
company must nonetheless after its ann
meeting send to the Registrar gogoof its

annual financial statement the assets

liabilities of the company in the form of

balance sheet; the revenue and expenditur
the company since the date of incorporat
or the date of the previous financial statemeg
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and the names of doreowhere the donatio
in each case exceeds $20 000 and, whe|
donor is an entity within the meaning of t
Anti-Terrorism Act, the beneficial owner|
and directors of the entity.

Segregated cel
companies i
Domestic

UNKNOWN

Legal personi
incorporation

Public 1
Registry

Company

A company incorporated or continued for tl
purpose of carrying on (a) financial servic|
activity including insurance, banking ar
mutual fund activity; or (b) such activity of
nonfinancial nature as approved by t
Minister, in accordance with a plan wherel|
the assets and business operations are div
into cells, for the purpose of segregating ¢
protecting the cellular assets of the compg
in the manner provided by the Act. A "cg
company", shall, notwithstanding thaniiay
create one or more cells, be a single le
person and the creation by a cell company
a cell does not create, in respect of that ce
legal person separates from the company.

International
business
companies
International

3,040

Legal personi
incorporation

Public 71
Registry

Company

An IBC is a company that is licensed to ca
on business in manufacturing, trade

commerce from within Barbados, fq
customers residing outside of Barbados. |
premised on legislative framework (ta
incentives and benefits), notegislative
framework  (financial  services an
infrastructure of the island). Barbad
commenced operating IBCs as early as 19
when it first enacted legislation providing tg
incentives to offshore companies

International
Banks -
International

28

Legal personi
incorporation

Public T
Registry

Company

A company must have a licence befq
engaging in the international  bankir|
business. In order to establish an internatiag
offshore bank in Barbados, details of t
proposed bank mustrét be submitted to th
Central Bank of Barbados for considerati
of the application. . Upon the advice of tl
Central Bank, approval for a licence

granted by the Minister of Finance prior to t
incorporation of a company. A license

operate is is®d only to qualified foreign
banks and eligible companies. Licenses

under the overall control and oversight of {
Central Bank of Barbados

Private trustsi
International

Legal
arrangement 1
registration

None public

A Private Trust Company (PTC3 & limited
company authorized to act as trustee of on
more family trusts. It is not permitte|
however to offer its trusteeship services to
general public. A PTC is an alternative

using a professional trust company as

appointed trustee altbgh it would still be
common for a professional trustee to

engaged as administrator of the underlyi
trust(s). A PTC is first registered at CAIP
then licensed to operate as a PTC by the |
under the PTC Act 20122 .

Foundations -
International

Legal
arrangement i
registration

None public

The Foundations Act 2013 and Regulationg
have never been used or enforced and
currently being amended. No Foundatig
have been created.

International
trust -
International

531

Legal
arrangement 1
registration

None public

This is a trust in respect of which (i) the sett
is resident outside Barbados at the time of
creation of the trust and at such times as
settlor adds new property to the trust; (ii)
least one of the trustees is resitden

Barbados; (iii) no beneficiary, other than
person who is a resident of Barbados at
time of the creation of the trust and at sy
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times as the settlor adds new property to
trust; and (iv) the trust property does n
include any immovable pperty situate in
Barbados or an interest in any property
situate. International Trusts must be set up
a nonresident and its beneficiary must also
a nonresident of Barbados. There are

minimum capital requirements for Barbad
Trusts and theyan be either of fixed intereg
or discretionary. International  Trust
Conditions: The trust deed must specify
the International Trusts Act applies. At leg
one trustee must be a resident of Barbag
The settlor and the beneficiaries must be-n
resicents of Barbados. The assets of the try
cannot include Barbados real estate. Incq
earned within Barbados must be taxed 4§
remitted to Barbados. The perpetuity period
up to 100 years.

Domestic Trust| 40 Legal None public
i Domestic arrangement 1
registration A domestic Barbados trust involves a privg
trust deed with trustee that isither(1) a
Barbados domestic company whose artid
stipulate that it can only be trustee of o
company(2) a Barbados resident individu
(3) a Barbados licensegrofessional trusteg
company that is licensed under the Barba
domestic Banking Act. (Financial Institutior
Act). With respect toaxation of Barbadog
domestic trusts, (a$ection 40 of Barbado
Income Tax Act provides that a domestic trt
is to be taed as an individual and theust is
subject to tax © a worldwide basis in
Barbados; ad (b)A Barbados domestic trug
can therefore get an individual tax numj
from the Barbados Revenue Authori
and has to pay income tax on income earn
The Trusteeneeds to have KYC on each

the beneficiariesThe Barbados Trustee

subject to worldwide tax in Barbados and |
to report fees earnedf the trust has morg
than USD2M on its balance sheet then|
needs an audit by a professional auditor]
BarbadosThe Barbados domestic trust has|
file annual individual tax returnstherefore
has to maintain financial accounts.

Partnerships 11 Legal None public Partnerships are governed by the Limit
General / arrangement Partnership Act Cap. 312, which involves t
Limited registration participation of corporate entities; and tl

Arrangements Partnership Act Cap. 313.

There arethree authorities in Barbadoshich include CAIPO, FSC and IDRach having a
individual and interconnectddgislative mandaténait govern the holding and retention of basic and
BO information individually and collectivelyThese are explained as follows:

CAIPO implementationi CAIPO implementshe COMPA, the formation and operation of all
companies, partnershipsocietes, bodyor other grougdor carrying on any trade or business for
gain.Incorporatioris conductedhrough the signing and sendirgg the Articles ofIncorporation to
the Registrar of Companie@/henthe Articles of Incorporations submittedto the Registrait is
accompanied by a statutory declaration of an atteatégw as beingonclusive of the facts therein.
In thatregardthe observatiomareas follows
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(@)

(b)

(c)

Firstly, at the poinbf the incorporation of the legal person,@DD or fit and proper assessment

is conductedIn response he authorities advise thatrvice providers are required ¢onduct

due diligencewvhen applying for a licence for an IBC and SRL for example. Item 22 of the
application form for IBCs requests contact details of the ultimateetficial shareholdeif
different from shareholder information.

Secondly, any individual can formcampany andherefore incorporators are not restricted to
attorneysat-law (service providers)This would have provided a mitigating factbecause
whereaasattorneys are officers of the court, other pers@re not and therefore the undertakings
made in the statutory declaration may not always be verified and confirmed as true, therefore
there is not always the safeguard against a personfailsoto befit and proper becoimg
involved with legal pers@andlegalarrangemerst

Thirdly, thee is compliancdor the company to maintain a register of shareholders showing a
record of the beneficial ownership of companies incorporated or registdachiadosand this

is held at the registered office, however the ability to maintain such information at another
locationmay mitigate against thevailability oftherecordgaking into consideration there is no
requirement for notification.

IBD i implementation the IBD implementdicensing and/or registration of IBCs, ISRLsS&nd
FoundationsThe BD also administers theTSPA Based on the onsigssessmemtxamination the
relationship and process explained is as follows:

(@)

(b)

(€)

(d)

(e)

All entities at incorporation whethelomestic or international firstegister with CAIPO,
thereafter for entities that wish to conduct international busitiesg,proceedo be licensed
with the IBD. The Authorities advise that ®rvice providers are required to provié®©
information when applying for a licence for IBCs and SR&usd such information remains
resident with the service provide8ervice provideralsoprovide at Item 22 of thepplication
form for IBCs and SRLs contact details of the ultimate beneficial sharelifottitferentfrom
the shareholders

When applying for a licence for an IBC/ISRL, applicants are asked to provide shareholder
information and ultimateBO information The application forms also ask for detailed
information on the true purpose of the entity isbhe of the jurisdictions where it intends to
carry out its business activities. Officers in the International Business Division will ask follow
up questions where the description of proposed business activity appears vague and lacking in
clarity. A licen@ will not be granted until this information is providddhis information is not
publicly available A licensee that either fails to notify the CBB in the required timeline or to
submit a confidential statement formmay be deemed to be operating in araje and unsound
manner and therefore subject to sanctidrte licensee would be directed to comply by a
prescribed timeline failing which laddered sanctions would be applied depending on the issue
e.g. outstanding attachment to the form.

Basic informatia for incorporation remains with CAIPO. All additional information is held by
IBD and corporate and trust service providers

Based on thénformation received during the onsassessmeriils and DNFBPsnclusive of
therelevant competent authorjtyisclosedthattheydo institutemeasure$o know the ultimate
BO, howeverthis isnot based othe provisiorof thelBCA butmore smther Guideline$CBB

and IBD)issued by the competent authority

With respect to International Trustietails relative to the creation of this entity is maintained at
the IBD, this information is not publicly available TSPs keep legal an®80O informationon an
International Trust.



269. FSCimplementationi FSC has oversight of th@on-bank sector including exempt insurance
companies, insurance companies, occupational pension benefits, securities and mutual funds and
credit unions. Furthebased on the informatigorovidedthe FSC by the delegated authority of the
FIU, and pursuant to an MOU which compaxith the FSCA the FSGvas tasked with conducting
examination of Fls anBNFBPs andhis has actually been implemented tsustill in its infancy
stage The following were thealevantobservations:

(a) Of the legal persons licensed or registered, the FS@skaeegister, such register is open to
public inspection.

(b) Companies supervised have a legal mandatory filing date after a change. For credit unions and
insurance companies there is the obligation to notify of changes to the corporate structure and
particulars of registration within 30 days of the change with sanctions for non compliance. For
Mutual Funds and Secutities there is the requirement to notify with seven days of the change
with sanctions for non compliance. The FSC also has a generalvptiorg power wherein any
person operating in a financial business can be asHesdetermine if they are fit and proper.

(c) At the onsite assessment, it was disclosed that generally whilst there ia@ppreal required
for the principalrepresentative of insurance entities, all other management posts are subject to
post notification and post approval where a fit and proper assessment is conducted. Therefore,
at the time of the change there is the allowance of up to 30 days to notif@@hd Rerefore,
this may impact the accuracy of the information accessible by the public and the relevant
competent authority at the material time

270. Overall, with respect to the creation and operations of legal personegaldrrangements in
Barbados, tb Corporate Registry both on its website and in pwlicly disclose formation
information.

Identification, assessment andnderstanding ofML/TF risks and vulnerabilitiesof legal
entities

271. Barbados submitted a NRA dated JBt 2016, this was limitedni scope and depth, and the
jurisdiction was encouraged to complete a more fulsaskeassessmemthich they have proposed
to do utilizing the World Bank Tool. Nonetheless at the time of the orastessmerfurther
information was gleaned as to the idficdtion, assessment and understanding the vulnerabilities
and extent to which legal persons can be misused for ML/TF. The information discloged is a
follows:

272. CAIPOIT The authorities indicated in their Immediate Outcome document that a desk review of the
operations of domestic companies are conducted and where the operations are not of an insurance
business or financial in nature, there is no such reagthieauthorities have indicated that generally
these operations do not pose a risk to AML and CHaratfpns.Based ordiscussions durinthe
onsiteassessmenthe relevant competent authoribeing the Registrar of Companjégms never
conducted a risk assessment and or examination of the registrants to identify and understand the
vulnerabilities andhe extent to which legal person can be misused for MLTTE.risk posed by
legal peronsvill be addressed by the ongoing NRA using the World Bank lioehs also disclosed
duringthe onsiteassessmerntby the Barbados authorities that the way in Whitey seek to mitigate
the requirement to prevent the misuse of legal personegalrrangements was a reliancetbe
annual filing mechanism where annual returns are mandateds also disclosed thdte annual
attestatiorform contained an expse requirement to declare tf&D informationis being retained.
Consequently, upon the failing to file, the law permits the Registrar of CAIPO to strike off from the
register a company that neglects or refuses to file an annual return. It was howsosedlisy the
authorities that in practice the enforceability mechanism is not applied and instead the Registrar
simply withholds the Certificate of Good standing until the required filing is complete. Futther
was not disclosed whether there was asgssment of the frequency of the none filings as a means
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of assessing the impact. In so doing this sector has not yet been assessed for the vulnpoabilities
by legal persomand how they can be misused for ML/Titereby demonstrating a low level of
effectiveness

IBD - In identifying, assessing and understanding vulnerabilities of entities, it is state¢tethat
supervisionand regulation department currently conducts desk reviews at the time of the initial
application, at the time of renewal on submission ofattraual form. When reviewing applications

for licensing, if there is the concern that the activity being contaegpia one falling under a higher

risk category of banking or insurance, these applications for licensing are always referr€&B® the

or the FSC Prior to the referral the corporate and or trust service provider is asked a series of
guestions on the sicture being set up, its purpose and a detailed business plan. Both the CBB and
FSC together with the IBD have agreed to teéevant triggerswhich may warrant closer
examination. If the FSC or the CBEcideghat the case in question has a higher righile than

one that an IBC or ISRL would ordinarily have, the IBD will then advise the service provider
accordingly and make a referral to the relevant regulator. If there is further failure to satisfy the
outstanding requirementthe séd legal person it not be granted a licence from the IBD. As a
generalruleappl i cations involving sharehol ders from
receive different consideration than sharehol
recogrized as a source of vulnerability. Notwithstanditige onboarithg process outlined and the

due diligencandfit and proper procedurgthis is not akin to the requirement to identify, assess and
understanding vulnerabilities in the IBC sector where Ipgedon are concerngthat is to say there

is the requirement for a country wide assessment to identify and assess ML/THrrisksdoing

this sector has not yet been assessed for the vulnerabilities it poses to legal patduow they

can be misusd for ML/TF.

CBB - The CBB disclosgthat Internal Guidance is issued to the se@oich guidance is intended

to allow the relevant sectors assess inherent risk in customers, products and services, geographic
regions and distributiochannelsassociatdd with activities in the local banking sector. Huidance

attempts to understand e.g. the inherent risk in types of corporate customers (public, private, small
and medium sized enterprises) and NGO/NPO/Charities. Thargigtecognize key factors such

that: (a) A CBB licensee must have a physical presence and cannot have a shell company in its
structure; (b) licensees offering crdssrder wire or fund transfers should not conduct correspondent

and respondent banking relations with shell banks; (c)&8m® law prohibits companies from

issuing shares in bearer form; (d) CBB licensees must ensure they can identify the beneficial owners
of corporate customers with nominee shareholders and should immobilise bearer shares; (e)
nominees are regulated undee tMLFTA as corporate and trust service providers; (f) trustees of
international trusts or offshore trusts and licensed trust companies fall under the MLREA.
guidance & ratings are incorporated into the net ML/TF tool currently in use and refreshed
periodically. The ML/TF tool has risk weighted the sector as moderate. Notwithstanding, while
these processes assess vulnerabilities, there has been no disclosure that at the end of the exercise a
picture of the sector as a whole is formulated to therrnmfon the overall vulnerabilities. In so

doing this sector has not yet been assessed for the vulnerabilities it poses to legal person and how
they can be misused for ML/TF. The authorities have disglibsd information from the NRA will
eventually be inluded in the sector assessment which will clarify thes@sgid vulnerabilities and

further strengthen policies relative to legal persons

It is to be noted that while the relevant competent authoritiesratitedfor conducting some
measure of assessmgthe FSC which regulates the DNFRB#ctor hasot indicted anyssessment
processwith whichtheyareengaged. In conclusion, as it relates to tioise issuethe jurisdiction
has not conducted a process of identifying, assessing and understandinigetebilities and extent
to which legal persons created in the country can be misused for ML/TF.



Mitigating measures to prevent the misuse of legal persons and arrangements

276. IBD - As it relates to theBD which is responsible for the licensing and regulatiolB@fs, atboth
the application and licensing stadgBCs are subjectetb a fit and proper assessment inclusive of
assessing the profile of individual applicants and senior management, taken toggher
identification informationandqualificationsbackground Shareholder information at the standard
10% threshold must be disclosed as perlBi2 Guidelinesandis retained by the IBDFurther
during the due diligence process, for information reléecbnvictions or investigations regarding
ML, the IBD liaise with the RBPF and also has access to information from Interpol. As it relates to
ongoing monitoring to prevent misuse of legal person kgal arrangement, based on the
information provided, e Director of IBD has only conducted limited examinations relative to the
sector they regulate, such examinations are pursuant to an MOU on behalf of tfe@fikgal
arrangements, there is issuance of the IBD Guidelines, this abode well for praevidamgework
for mitigation for misuse however there is little information that the IBD conducts the necessary
follow ups to verify the adherence to the implementation of the Guiddlivexefore, there is no
information to determine the extent to whitte iBD has knowledge of how and if there is misuse
of legal persons anldgalarrangementand any implementation measures applied.

277. CBB- Several CTSPs are licensedshe CBB and are therefore subject to ongoing supervision and
oversight. The Authorities have advised that among these CBB licaasieedargest international
trust provider, which together with tls¢her dualicensees, account for more than halfhaf IBDs
ITS registrants Requirements relating to post licensing changd©6 of CBB licensees are
provided br unde the FIAandthe IFSArespectively. The confidential statement form is utilized to
undertake background checks on shareholders, executive officers, directors, alternate directors and
other key persons of licensees. In addition, the CBB Corporate Governance Guidelineshajuire
board members and their alternates, serdor management must be approved by @&B as part
of their fit and proper assessmerfis such, the licensee is required to notify@sB of any changes
to its directors andsenior management within 14 dayof the changeThis is in keepingwith
international standards based on established Basel Banking Supervision Core Principles. By the
implementation of theetimelines theCBB seeks to give effect to measures to prewaistiseof
legal person ankkgalarrangements for ML/TF purposes.

278. FSC- The FSCA grants express permission to the FSC to cawssessmerf the affairs of &1,
for amongst other thingso determine whether the provision of thlFTA and the guidelines
related thereto have been complivith. During the onsitassessmenthe FSCdemonstrated that
since being giveits mandatdén October 2016they have reviewed 10 of 12 DNFBPs which were
deemed systemically importanith the intention being to elicit findings about vulnerakahf and
recommendation® beincluded in the report foiollow-up remedialction. This process is in its
infancy and the effectiveness could not be tefikyl.

279. All DNFBPsincludingdealers in precious metals, exercise Chdweversome of the other KYC
measuresare not well knownThe AMLA has recently published a guidelinelindge the gap
together with an awareness prograim the real estate sector, the FSC observed that the
compensation controls on the lawyers act as a-lougafeguard for real &e transactions in that
money is not presented directly to the real estate a§er@AIPOis the overarchingpodywhere
all domesticcompanieandIBCs are formed, the ability to have updated information outsideof
annual filing limits the ability toimplement mitigatingmeasures Further there is no trigger
obligation tofile an updatgbut even if there was a filing, becau3alPO did not have the initial
listing, there is no substantive way they could compare any changes, andeweahyhey ae
simply filings and not notifications of change. The IBD requires a submission of a Declaration Form
annuallyor sooner if there is a fundamental chamgeof this is underminedby theprovision in the
COMPA that whilst the information can be kept a¢ tompaniesegistered office, it also permits a
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discretion to maintain the record BO informationat some other place in Barbados designated by
the directors of the company

Timely access to adequate, accurate and current basic and beneficial ownersiaipnation on
legal persons andegal arrangements

As the COMPA is the overarching legislation where all domestic and international business
corporations are formedhere is no requirement for the permission to be received or notification
given to the Registrashould the director give effect to changing the location of the corporate
records, thisseverely limits the requirement for having adequate, accurate anchtcBi@e
informationin a timely manner for legal persgmowever the prudential regulators still have access.

IBD i Pursuant to various provisions within the ITA and the MLTFA, CTSPA imposes a duty on a
CTSPs and or trustees to kéeformationlegal andBO informationon its customers. Relative to

the IBD AML Guidelines howevemyhile the provisions providéor the existencef a technical
compliance frameworkthis information does not address the issue of the timely access to the
relevant information, nohas any example been giventbg effecive implementatiorio havethe
timely access to such information.

FSC- The FSC has enhanced its licensing framework with the introduction of its fit and proper
regime. The Confidential Fit and Proper Questioria@s been incorporated into its license renewal
policy and are completed by individuals at least every three (3) yeangever, whilelicensing
requirementgprovidefor theexistence oftechnical compliance framewaqrthis does not address

the issue ofhe timely access to the relevant information, nor has any exabgsa given of timely
access to such information.

Effectiveness, ppportionality and dissuasivenessf sanctions

Companies and their officers are subject to penalties for failure tagaitp provisions under the
COMPA. However, hereis no active monitorindgpy CAIPOto ensure that the information submitted

on the returns is accurate andtogate. The penalty for the late filing of Annual ReturrBxS$L0
dollarsper daywith nomaximumpenalty The offence of providing false information in any return

or other document required to be filed under tidMPA carries a penalty of imprisonment and a
fine. However,in practicethis is not applie@dnd thecompanyis notstruck from theecord. In terms

of remedial actions and sanction® sanctions have ever been applied. CAIPO stated that one
method of control is the refusal to issu€ertificate of Goodstanding(COGS) However,CAIPO
accepted that the company aamtinueto functionand do other transactiswhich do not require
thecertificate hence thisnitigatesagainst effective, proportional and dissuasiarctionsTogether

with CAIPO other regulatory and supervisory authorities exercise follow up procedures, however
thereis no informationon theimposition of fines upon failure to comply with the relevant laws
ensure compliancdhe authorities assert that because the COGS is a requirement for the conduct
of commercial transactions, that correspondent entities wouleshgage in business with companies
that are not in good standing. Furthitbat although the company remains registered and may engage
in minor activities, no substantial business or undertakings would be possibitat regard, it is
noted that unless andtil a corresponding entity requests a COGS, then the company can indeed
engagen both major and minor transaction without being affected by the sanction for being non
compliant; this sanction is therefore arguably not effective.

Overall conclusion fofmmediate Outcome 5

Barbados has limited measures in place to prevent legal persdiegalarrangements from being

used for criminal purposes. In respect of basic information on companies, the retention of the
informationis transparerds such information is publicly available. In respect of the BO information
which is maintained outside of the corporate registry (this is not a deficiency) the Authorities have



indicated that the various MGlbetween competent authorities enhance thelyimxchange of
information.

285. Basedon the | egal framework, where the BO recoro
office can be changed by the director dictating that the BO records be kept at some other location in
Barbados, this mitigates agat transparency of legal persons. The maintenance of BO information
is not only permitted to be at the company office itself but also the corporate registry office.
However, the monitoring of the corporate service providers is limited and thereforensbaldays
disclose failure to maintain BO informatiomhe authorities assert thatherever kept, the legal
responsibility of the directors to be in a position to make that information available to competent
authorities or the public is not affectedrurther, based on the information from CAIPO, there is no
single and consistent form being used to file an annual attestation information regarding the
maintanence of beneficial ownership information, this remains a significant deficiency on the basis
thatif the information is not mandated to be presented in a uniformed manner inconsistency in the
information may not be detected

286. Neitherlegal persosand legal arrangements regime contain any trigger mechanism in the event of
changes in the incorporatiomformation and only annual filings are offered up to attest to
maintaining BO information. In that regard, for legal persons, in instances where the information
regarding BO is being kept at another location based on the decision of a director, natiaform
has been provided as to how such information could be accessible to LEA and the FIU in a timely
manner. The authorities have cited the existence of other prudential regulators as an indication that
at some level some competent authorities have ad¢oef®e relevant information. Further, no
mechanism has been disclosed as to how BO information which is held with the service provider is
accessed by LEAs. Additionally, in respect of the annual filings, there was no disclosure as to an
established mech&am in practice to monitor the failure to file, or any folloyw based on a risk
based approach. Finally, should there be a failure to file such annual information, no information
has been disclosed as to the application of sanctions which are propemiodiasuasive in instance
of breaches. Therefore, based on the application of the legal and supervisory framework, legal
persons andegal arrangements are not fully prevented from being misused for ML or TF, and
information on BO may not be clearly aladile to competent authorities without any impediments.

287. The rating for Immediate Outcome 5 is anoderatelevel of effectiveness
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CHAPTERS. INTERNATIONAL CO®ERATION

Key Findings and Recommended Actions

Key Findings
9 Barbados has demonstrassimecharacteristics of agffectivesystem of international cooperatign.

9 There is evidence of collaboration or cooperation in respect of predicate sif&cerrorism and
during seizures, but nevidence ofcooperation on specific ML investigations, prosecutions |and
convictions.

I Whilst it is acknowledged that Barbados does have some characteristic of an effective international
cooperation system, there are instareksreextradition requests to Barbados @groven to be a
challenge The Assessment Teahlmsdetermined that there has been significant progress, with one
matter being outstanding.

9 The authorities stated that no requests for information were received from international agencies,
neither was ther a need foforeign ceoperation in identifying and exchanging basic &1
informationon legal persons degalarrangementNo request was filed during the review perigd.

9 The understaffing at the Office of the DRBgativelyaffects the efficiency ahtimeliness with
which Barbados can react to requests for MLA.

Recommended Actions
Immediate Outcome 2

9 Barbados is required to satisfy the specific outstanding extradition request/ or provide timely status
updatesas a continued demonstration of cooperation with international authorities.

I Theauthorities should continue to requessatisfy the request fanformation on the exchange of
financial intelligence and identifying and exchanging basicBdnformationof legalpersons and
legal arrangements.

1 Barbados should resolve the matter of understaffing of legal counsels at the Office of the|DPP as
soon as possible.

The relevant Immediate Outcome considered and assessed in this chapter is 10.2. The recammendati
relevant for the assessment of effectiveness under this section a0R.36

Immediate Outcome 2 (International Cooperation)
Providing constructive and timely MLA and extradition

288. Barbados has established the infrastructure to facilitate the effective and efficient exchange of
information in response to MLA requests as well as timely responses to extradition requests. Where
such assistance requires information on legal persong;lthewhich is the local coordinating
authority, has access to the Corporate Regi st
This Office is also a party to a MOU with the FIU and other regulatory bodies which governs the
sharing of informatin. Barbados has, through its Central/Competent Authority (The Attorney
General) and with the assistance of the DPP; the FIU and the RBPF, provided relevant and timely
information pursuant to international-operation requests. The obligation is carriet] ptovided
that the requests from such countries, are compliant with the domestic laws, and provided the
exchanges of information do not breach the Conventions which Barbados has signed and ratified.
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The length of time over which a response to a redsi@sade, varies. It is almost impossible to give

an accurate response as to how long a response takes as there are many variables including Court
decisions after legal submissions. The quality of the assistance provided by Barbados pursuant to
internatioral cooperation requests will ultimately be determined by the Requesting States, as they
will determine whether the information is useful for their purposes. The RBPF has participated in
matters of requests for information in relatioriMutual Legal Assistance and other requests from
foreign jurisdictions. However, such formal requests are not made directly to the police.

The RBPF receives request from the Office of the DPP for investigative support. Such information
requires an investaion to be conducted, a procedure that is within the province of the police. A
request may necessitate an application being made to the High Court for some relevant order to be
made, such as production, restraint, freezing or confiscation. Applicatidhss ofature must be
supported by affidavit evidence. The officer responsible for the investigation would usually draft the
affidavit and send it to th®ffice of the DPP. That office would verify whether the affidavit is
adequate to support the applicatifor the relevant order. The documents are then signed by the
investigator and produced before the Judge to secure the order. The order is then relayed to the
investigator to have it served on the relevant party. The order stipulates the time for therdscu

to be produced. Notice of service is signed by the investigator and then returned to the office of the
DPP. The determination is then made by the court.

It was disclosed by both the Office of the DPP and the RBPF that there is a significangasliage

the delay of the progression of requests once they are submittedQfitieeof the DPP. In fact,

due to the admitted under staffing of | egal
advanced expeditiously, thereby affecting the efficieof the system. Nothing has been articulated

as to a policy position regarding such institutional and administrative matters.

Barbados has also indicated that it has acted on 39 requests from regional juris@@fiecsning

MLAT requestsweremadehr ough t he DPP6s office, while tw
made by the RPBF. One of the cases in which a request was made by the RPBF through the MLAT
process was a matter involving fraudulent transfers perpetrated by a person employed at a senior
levd in the government service.

Table 17below provides an indication of the number of MLAequestseceived and processed by
Barbados under the MACMA and other treaties.

Table 17: Mutual Legal Assistance requests

Type of Request Period Amount
International 2012 10
Regional 0
International 2013 4
Regional 0
International 2014 5
Regional 0
International 2015 4
Regional 0

Providing constructive and timely MLA and extradition

During theyear 2016n the international response provided the following has been noted: Belgium
indicated that over the period it made one request to FIU and has not received a response. USA
indicated that for MLA for the period it made six requests and three satisfiedendig and one

97



294,

295.

296.

297.

298.

299.

300.

98

withdrawn. As for extradition, the USA made twequests One is pending and the other was
withdrawn. The W indicated over the period it made ten requests; however, there was no
information that they were all satisfied. Over the reviewgokithe jurisdiction has made one MLA
request to Japan.

All the said international and regional partners have indicated that the information provided by
Barbadosvasuseful, timely and comprehensive. Howewmre international partnéras indicated
thatprior extradition requests have proved to be a challenge.

Of the prosecutorial arm, it was disclosed that there has been specific regional coopsyatsts

in respect of drug possession investigation and prosecution which led to convictions.ekésojah

a fraud investigation related to a regional cooperatguestavhich commenced with the request

for banking information but was not pursued to the point of prosecution due to the lack of evidence.
Internationally, with respect to fraud there hmeen the immobilisation of bank records and the
preparation of witness statements. There was also one specific instance of cooperation sought from
an international jurisdiction which was not consummated.

Of the law enforcemenit was gleaned that there has beespecific international cooperation
requesthowever that matter is presently sub juditevas disclosed that Barbados based on its
geographical location is a hub for the movement of persons and money where tesroasogrned.

The authorities disclosed that thereaisnechanism to share information with strategic regional
jurisdiction and the relevant agencies whereby the law enforcement agencies flag and monitor
movements and relay to their regional or international associates in other destination jurisdictions
where he movement of possible terrorist are concerned.

There has also been the established specific regional cooperatmgemenbetween Barbados

and Trinidad and Tobago based on specific example of the travel related to one specified terrorist
through Barldos and back to Trinidad and Tobago. In the circumstance, a watch list was created to
assess further movements.

It was disclosed that the jurisdiction will continue to give effect to an international arrangement
between the law enforcement, Customs &@Q which though in its infancy would assist with the
monitoring of the movement of drugs. More particularly, there has been no information provided as
to the sharing of information pursuant to a principal, Astatutory instruments or MOU or legal
instrument. In conclusion, based on the totality of the information gleaned, whilst there has been
specific collaboration or cooperation in respect of predicate offences, and terrorism, no such
cooperation in respect of ML matters was disclosed.

Barbados coopates with its international law enforcement counterparts, which has resulted in the
prosecution and conviction of persons in one case. MLA and extradition mechanisms are also used.

Seeking timely legal assistante pursue domestic ML, associated predieand TF cases
with transnational elements

Barbados has made requests for international cooperation. The response in one instance has
remained outstanding. In addition, the Office of the DPP collaborates with the Ministry of Foreign
Affairs to determine wh which specific countries Barbados has Agreements or #16&fore the
transmission of sensitive, information pursuant to such requests. In addition, from time to time the
RBPF makes requests for legal assistance for international cooperation thro@jficghef the

DPP to advance investigations into ML and associated predicate offences. There were two such case
for the period.



Notable Case:

The subject was employed within the Government service in a senior position. His position afforc
the opportunity to meet high level officials and negotiate on behalf of the Government. The subjg
his position to sell information to a private International company. The subject subsequetisrasaal
banking information to receive the paymenttiwe information.

During the course of the investigations the police utilised international cooperation in obt
information from two private international companies. To successfully prosecute this crime,
necessary to obtain investigativeiatmce via MLAT requests.
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Seeking other forms of international cooperatiofor AML/CTF purposes

Based on the international response, received by the team oAsttessors Barbados has
experienced one successful sharing of information with an international partner. Feedback from a
regional partner showed thater the periodhreerequest were made and all threeere satisfied

Generallyjt was disclosed th&arbado8FIU has good relationships with other regional FIUs. FIU
to FIU informal communications is a common practice. This is true of information sought by
Barbados as well as information needed by other FTs.FIU hasexchangd information with
foreign countgpartsfor investigating AML/CFTpursuant to the existing lawSurther, as a member

of the Egmont Group of FIUs, the BarbadB#J can utilize th&eSWas a tool to share information
with its counterparts. The tahbl® below depicts how this has been usegractice:

Table 18: Requests through the ESW

2012 | 2013]| 2014| 2015
Reports sent by FIU to other FIUs 0 5 4 9
Spontaneous Referrals from FIU 0 1 7 0
Requests for information sent by FIU 0 7 1 0
Requests Received from foreign FIUs 28 28 20 33

The FIU has signed several MOUs with foreign jurisdictions including Albania, Bangladesh,
Bermuda, Canada, Guatemala, Moldova, Netherlands Antilles (former), Nigeria, Panama, St. Lucia,
St. Maarten, St. Vincent and the Grenadines, and Trinidad and Tobagovdipwased on the
MLFTA, Barbado$ FIU can shardnformation with any FIU once that country also possesses
appropriate safeguards to protect the information to be shiredlause withirthe MOUs provide

the parameters for the information exchange irinlyithe fact that the request for information must

set out a brief set of facts including names and other information on the subjects, the alleged or
purported ML, TF or related activity and the nexus with the requested country. Information regarding
the handling of the information as appropriate safeguard to be employed including an undertaking

of confidentiality is expressed in the MOUs.

There have been occasions where the FIU has requested countries to provide clearly the nexus with
Barbados where is not identifiable from a perusal of the facts that there is a nexus with Barbados.
On the face of it, the request may appear as a blanket request for information or may appear as more
of a fishing expeditionThere is no information as to the numberirdtances in which this has
occurred during the review periobhere have been a negligible number of requests to the Barbados
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FIU from norcounterparts. Routinely, these requests may originate from another police force
through the RBPF.

Prior to the estalishment of the FourtRoundMethodology, the FIU has been contactedonly

one occasion for information by a regional organisation. The FIU was willing to share information
on the basis with an MOU with that entifijhe FIU shares intelligence informalvith the Inland
Revenue Department of the United States Embassy based on the Tax Exchange Information
agreement (TEIA) between titvwo countries. This information provided may lead to a request for
MLA being forwarded to the Central Authority of Barbadidse FIU has periodically assisted with

the MLA requests sent to Barbados once this information has been provided to it from the Central
Aut hority through the DPP6s Office.

In pursuing the exchange of information betwemmpetentauthorities for the pyoses of
AML/CFT, there is ready collaboration between Barbados and regional and international police
forces. To advance thmosecutions oML matters, thgrosecutors coordinate with members of the
RBPF who in turn get assistance from International aReégionalpolice forces, Immigration,
Customs and Foreign Embassies. Some of #igsecies include: Crown Prosecution Service (CPS)

of the UK, Department of Justice (DOJ) of the United States of America, IML of United States of
America, Drug Enforcementgency (DEA) of United States of America, RCMP & Department of
Justice (DOJ) of Canada@here is no statistical information to support this statement.

Where the RBPF is concerned, informmafjuests ara regular occurrencef day to day policing
within the FCIU. Requests are made routinely to agencies such as Interpol which is facilitated
through our localnterpol office. Requests are also made on a police to police basis with several
other jurisdictions.

Table 19: Statistics showing other forms ofnternational cooperation used by law enforcement:

308.
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Year Incoming Informal | Outgoing Informal
Requests Requests

2012 11 13

2013 12 10

2014 8 18

2015 10 11

Total 41 52

Providing other formsof international cooperation forAMLU/CTF purposes

Barbadoshas confirmed that the FIU has utilized the ESW as a tool to share information. This is to
the extent that over the period 18 reports were sent by FIU to other FIUs while eight spontaneous
referrals were sent from the FIU.

The FIU has indicated that it h&40Us between international and regional parties to permit the
sharing of information provided the information sharing comports with the appropriate safeguards
to protect the information shared and to keep the same confidential.

The jurisdiction has shadeax information with Inland Revenue Department of the United States
Embassy based on Tax Exchange Information Agreement (TEIA).

Other forms of international cooperation are provided through spontaneous referrals between
countries to facilitate the exahge of relevant information for AML/CFT purposes. Such situations
may arise where gequesting State seeks information from Barbados, but Barbados mayafte be
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to provide that particular information and Barbados refers the requesting state to aootiter ¢

which can facilitate the request.

International exchange of basic and beneficial ownership informatiohlegal persons

and arrangements

The jurisdiction has the legal framework to give effect to the sharing of basic company information.
This information is held publicly. However, there is an impediment to the sharing of BO information

as this information is not held at the corporate tegssoffice. During the onsite assessment, no

information was provided as to actual examples of competent authorities providing and responding

to foreign requests for emperation in identifying and exchanging basic and BO information of legal

persons antegalarrangements, however, there has not been any request over the review period.

Overall conclusions for Immediate Outcome 2

Barbados has put in plattieelegal and administrative frameworks to facilitate MLA and extradition

requestsandto facilitateinternational cooperation. However, the Crown Counsels assigned to the
dedicated Units under theffi@e of theDPP are also tasked with regular court assignments and other
office duties in addition to MLAequestswhich make it difficult for them to harelcourtcasesand
process MLA requests. This results in delays in dealing with the MLA requesigthstanding the
authorities assert that MLA requests are prioritized and are not usually delayed.

Barbados has also processed-nontentious MLA requests within a reasonable period, but delays

may occur in the handling of more contentious requestgigh no fault of the jurisdiction as such
delays are causedherdoy there is a failure or delay on tipart of third parties to provide the

information requested by foreign statasthere is resistance from the defendant or subject by the

exercising of their Constitutional right¥his prevents the Central Authority from being able to

satisfy the requestn a timely manner.

Coordination among domestic agencies when investigating ML related matters and pursuing
confiscation orders pursuant to MLA requests is also reasonable. However, improvements are

required, especially to increase the use of internaltioooperatiorrequestd o

investigation and prosecution functionparticularly as they relate to timely exchange of

enhance

Bar I

information. Authorities have generally demonstrated that they are able to cooperate constructively

with their foreign ounterparts.

Barbados through several arms of government ranging from law enforcement and the prosecutorial
arm has engaged in some level of international cooperation as it relates to mutual legal assistance

and extradition.

Barbados cooperates witls international law enforcement counterpartd thishas resulted in the
prosecution and conviction of personsoimeinstance. However, authorities lack comprehensive

statistics to show the timeframe in which individual requests have been procespeavaiet!.

The FIU has signed several MOUs with foreign jurisdictions including Albania, Bangladesh,
Bermuda, Canada, Guatemala, Moldova, Netherlands Antilles (former), Nigeria, Panama, St. Lucia,

St. Maarten, St. Vincent and the Grenadines, and TrinidddTabago. Howesr, based on the

MLFTA, the FIU may share information with any FIU once that country also possesses appropriate

safeguards to protect the information to be shared

Overall, dl the said international and regional partners have indicatéthiiénformation provided

by Barbadosvasuseful, timely and comprehensiv@nly one international partner has indicated

that prior extradition requests have proved to be a challenge

The rating for Immediate Outcome 2 is anoderate level of effectivenes
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TECHNICAL COMPLIANCE ANNEX

This annex provides detailed analysis of the level of compliance with the FATF 40
Recommendations their numerologicalorder It does not include descriptive text on the country
situation or risks, and is limited to the analysis of technical criteria for each Recommendation. It
should be read in conjunction with the Mutual Evaluation Report.

Where both the FATF requirementsdamational laws or regulations remain the same, this report
refers to analysis conducted as part of the previous Mutual Evaluatid@Oth This report is
availableat: Barbados third round mutual evaluation report.

Recommendation 1 Assessing Risks and applying a RiBlased Approach

This requirement was newly added to the FATF recommendati@m they were last revised in
2012. Therefore, this recommendation was not assessed in the 3rd Round MER of Barbados which
occurred on 2008.

Criterion 1.1- Barbados submittednaNRA dated June 30, 2016 which it proposed to identify

and assess the MLF risks for the country\However, heNRA as presented general in naturand

did not reflect qualitative anguantitative information to support the conclusidrtse NRA dd not
articulate the ristbased approach that was engendered commensuratéhevitisks identified. It

did not elaborate on the specific obligations and decisions for the jurisdiction to identify and assess
their ML/TF risks on an ongoing basis. It did not express the objective at the country level in terms
how the information withinthe NRA would provide input for potential improvements to the
AML/CFT regime, including through the formulation or calibration of national AML/CFT policies.

Criterion 1.21 Barbados has indicated that section 8 of the MLFTA provides for the AMLA to carry
out the functionto coordinate actions to assess riskhis section only establishes AMLA in so far
as the monitoring and supervision of Risd endows it with th&gislative power to cordinate
action to assess risk beyond its scope of institutibasational level.

Criterion 1.37 Barbados has indicated that the CBB sector assessment methodoicigyncludes

both AML/CFT and prudential elemenisll be subject to periodic review and will be engrained in

the supervisory practices by way of reguprudential returns to augment ongoing surveillance and

risk profiles maintained on licensees. The risk assessment itself will be refreshed periodically, (and
the timing may be triggered by a change in circumstances, such as changes in management or
bushess activities) to ensure that risk profiles remain current. The FSC completes risk assessments
on an annual cycle of onsite examinations using a risk based methodology for sttugintave

only recent commenced the sa®ectoral guidelines require ®pised entities to develop risk
assessment programmes. Risk assessment is kept up to date thrgogigamsite inspections by
regulators. Taking into consideration the requirements of the criterion to have the overall country
wide assessmerthe respnse provided by Barbados does not wholly address the requirement. It is
commendable that each sector including RBPF conduct their own assessment however this is
limited to that sphere.

Criterion 1.4 17 The jurisdiction has indicated that regulators kemareful records of their
assessments. All the key stakeholders, including the, @BB, FSC (together single regulatory
bodies (SRBs)and the RBPF, are members of the AMLA and there is no barrier to the exchange of
information among regulators. Furthiat this is provided for in thactual legal framework, in the
MLFTA.

Criterion 1.57 The CBB and the FSQtilize a riskbased approach for the allocation of resources
in the supervision of their respective licensees and registrants. Information as to whether other
competent authorities utilize a similar approach has not been provided.


https://www.cfatf-gafic.org/index.php/cfatf-documents/cfatf-mutual-evaluation-reports/barbados-1/43-barbados-3rd-round-mer/file
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Criterion 1.67 Barbaads has iformed theAssessment Teathat no entities are exempted from
compliance with FATF standards.

Criterion 1.77 The CBB(sections 6.1. and 7.4BD (section 9and FS(section 6.4, 6.5 and 6.6)
AML/CFT Guidelines address the requirements of thle sriterion 17a. Section 8 of the IBD
AML/CFT Guidelines, section 2.0 of the FSC AML/CFT Guidelines and section 2.0 of the CBB
AML/CFT Guidelines comply with the requirement of sub criterion 1.7(b). Howewegpecific
citations requiring all Fls and DFBPS to take enhanced measures to manage and mitigate higher
risks or to ensure that this information is incorporated into their risk assessments have been provided.
The AML/CFT Guidelines of the CBB, FSC and IBD are based on the obligations FIs and DNFBPs
have under the MLFTA.

Criterion 1.87 Theauthorities have advised that all sectors AML/CFT guidelines specify in what
circumstances reduced due diligence may be applied as authorized by section 17 of the MLFTA
2011. CBB sections 7.0 and 7.5 of the CBBIIACFT Guidelines IBD section 13 of the IBD
AML/CFT Guidelines and the FS€ection 6.8 of the FSBML/CFT Guidelines indicate under
which circumstances reduced customer due diligence is applicable

Criterion 1.97 The CBB, IBD and the FSC through thedspective AML/CFT Guidelines require

Fls and DNFBPaunder their supervision to document a #ised approach for their AML/CFT
programs and implement measures in accordance with the requirements of criterion 1.11. The CBB,
IBD and the FSC utilize a risiased approach to the supervision of their respective entitidss

regard, it should be mentioned that Barbados has been rated partially compliant on R. 26 given that
the risks of FSC6s focus on t he |pataljycampliafl|l s ac
on R.28 given that the FIU and IBD do not have a risk assessment framework in place.

Criterion 1.10 - Section 6.1 of the CBB AML/CFT Guideline requires licensees to design and
implement an AML/CFT framework to include documenting k-iased approach which considers

inter alia customer base, products and services, delivery channels and geographic areas. Relevant
risk factors are considered to determine the risk profile and implement appropriate risk mitigation
controls. Licensees arequired to periodically review the risk assessment framework and risk
ratings and consider ML/FT typologies. Similar requirements are also set out in section 5.1 of the
FSC AML/ CFT Guidelines and section 9.1 of the

Criterion 1.11 - Section 19 (1) of the MLFTA 2011 requires Fls to have policies, procedures and
controls in place to combat ML/FT and (b) to develop audit functions to evaluate compliance with
said policies, procedure and controls. Further, section 6.0 the CBB AMLBI#eline requires

director approval of AML/CFT policies and procedures, as well as the requirement for the senior
management to develop sound risk management programs which include the development of
policies, procedures and controls for AML/ CFT. Setfd the CBB AML/CFT Guideline requires
internal audit to carry out reviews to evaluate how effectively compliance policies are being
implemented and to identify and note weaknesses in policies and procedures, corrective measures
and ensure timely followp of actions. Section 7.4 of the CBB AML/CFT Guideline requires
enhanced due diligence for high risk accounts.

With respect to the FSC, section 5.0 of the FSC AML/CFT Guidelines requires directors to approve
AML/CFT policies and procedures appropritdethe risks faced by Fls and Fls to document a risk
based approach in their AML/CFT programs. This approach requires an assessment of the risk posed
by the nature of the business and the implementation of appropriate mitigation measures, while
maintainirg an overall effective program. Additionally, AML/CFT programs must include an audit
function to test the system. FIs must ensure that systems are in place to periodically review the risk
assessment and risk rating framework and ensure that the necisgsaayusted CDD is completed.
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With respect to licensees of the International Business Division (IBD) section 9 of the IBD
AML/CFT Guidelines requires the implementation of internal policies, controls and procedures for
the identification, assessment andigation of ML/TF risk.

Fls under the supervision of the FSC are required (enforceable means) to take measures to identify
higher risk scenarios and implement enhanced CDD measures. IBD licensees are required to obtain
senior management approval folipes, controls and procedures and to monitor the implementation

of enhanced CDD measures for high risk scenarios.

Criterion 1.12- Section 17(1) (a) of the MLFTA provides for issuing guidelines specifying when
reduced or simplified measures can be applied. The authorities have advised that these are reflected
in all the AML/CFT Guidelines (enforceable means). In respect of the C&Bee or simplified
measures are specified in section 7.5 of their AML/CFT Guidelines. The FSC addresses reduced
CDD in section 6.8 of its AML/CFT Guidelines
addresses reduced CDD.

Weighting and Conclusion

Thedeficiencies include the following: the risk assessment is general in nature with lddetim

analysis or quantitative information to support the conclusions, no designation for the AMLA to co
ordinate actions to assess national ML/TF risk, no meshato keep national risk assessment up

to date, no mechanism to provide information on the results of the national risk assessment(s) to all
relevant competent authorities and SRBs, FIs and DNFBPs. Only the CBB andCth#iliz8 a
risk-based approach fdhe allocation of resources, no specific citations requiring all FIs and
DNFBPS to take enhanced measures to manage and mitigate higher risks or to ensure that this
information is incorporated into their risk assessments, no information has been pmawitied
whether DNFBPs are required to implement the obligations of Rec. 1; no information has been
provided as to whether supervisory bodies other than the CBB and the FSC have imposed criterion
1.10 requirements on their licensees and registrant; Fls timelesupervision of the FSC are not
required to take enhanced measures to manage and mitigate identified higher risks and FIs under the
supervision of the IBD do not require senior management approval for policies, controls and
procedures nor to monitor ptementation of controls or take enhanced measures for higher risks
and no citation for measures allowing Fls to apply reduced or simplified measures.
Recommendation 1 is rated partially compliant.

Recommendation 2 National Cooperation and Coordination

In its third mutual evaluation report (MER), Barbados was rated Compliant with the requirements
in Rec. 31.

Criterion 2.17 Barbados does not have a national AML/CFT policies in place. The jurisdiction has
sector specific guidelines. The AML/CFT GuidelineisCBB and FSC have been informed by
sectorial risk assessments. IBD has AML/CFT Guidelines in place, however no sectorial risk
assessment has been performed for FIs and DNFBPs under its purview. The CBB and FSC
AML/CFT Guidelines are regularly reviewethe results of the June 30, 2016 NRA still need to be
translated into a comprehensive national AML/CFT politgwever,based on the limited scope of

the said NRA, this will limit the overall national policy which could be generated, in this regard the
jurisdiction has articulated that it intends to conduct a mogepth NRA using the World Bank

tool.

Criterion 2.27 The AMLA is the body established under Section 8 of the MLFTA to supervise Fls
to prevent money laundering and terrorist financing. The AMLA maintains oversight of the national
AML/CFT framework and is made up of eleven members, drawn mainly from thmukég-sector
agencies that relate directly to AML/CFThe Board of AMLA meets monthly to discuss ML/FT
risks and general matters. All amendments to the AML/CFT legislative framework are considered
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and ratified by the AMLA based on policy recommendatiprepared by various publsector
stakeholders. In addition to AMLA, sector risk assessment undertaken by regulators may inform on
revisions of laws and Guideline. In accordance to Section 9(1) of the MLFTA, the executive
functions of the Authority are aéed out by the FIU, which is responsible for the day to day work

of AMLA.

Criterion 2.3- The AMLA is the body established to maintain oversight of the national AML/CFT
framework as established under Criterion 2.1 & 2.2; where it meets monthly to paciaden to
discuss AML/CFT matters. The composition of the AMLAagng with the Chairman and Deputy
Chairman, the Solicitor General, the Commissioner of Inland Revenue Department, the
Commissioner of Police, the Supervisor of Insurance, the Comptobl@ustoms, the Registrar of
Corporate Affairs and Intellectual Property, and Head of Banking Supervision of the CBB and two
additional members from the private sector with experience in law and insurance regulation. Section
29 of the MLFTA provides fornformation sharing among public authorities; coordination and
cooperation also exists as necessary with other relevant authorities not on AMLA. Further, an MOU
was established i n May 2014 (At he MOU®B) whi
coordination cooperation and consultation amongst domestic regulatory authorities, which include
the CBB, the FSC, El, CAIPO, and the IBD of the Ministry of Industry, International Business,
Commerce and Small Business Development. Barbados has indicated thaipsr#imnal level

there is cooperation and coordination among competent authorities. However, pokrganakot

a party to the MOWvhich exists among competent authorities.

Criterion 2.471 Technically the MOU is sufficiently broad in scope to alsdrads combating the

FP of WOMD. The competent authorities intend, either through their own initiatives or by request,
to share relevant information, including but not limited to information on financial matters, corporate
structure, administration, qualitf organization and systems, the quality of management and any
other information that may be relevant to the supervision of regulated entities. The competent
authorities will also seek to identify group operations and share any information that caatdacili
adjustments to consolidated financial statements or present a risk to the operation of a regulated
entity. In addition, there is also a MOU between Government of Barlzadbthe United Nations

and theon Drugs and Crime (UNODC), World Customs Orgatian (WCO), Interpol Airport
Communication Project (which provides for cooperation among the Customs and Excise
Departments), the RBPF and the Immigration Department.

Weighting and conclusion

Barbados has implemented national AML/CFT policies howevierribt evident that the policies
were informed by the NRA or sector level risk assessments. The AMLA is the designated
coordination body responsible for national AML/CFT policies. Barbados has several MOUs in place
to enable domestic competent authositie cooperate and coordinate however LEAs are not a party
to this MOU. With respect to the combatting of the FP of WOMD specifically, the Assessors found
no evidence that the competent authorities had any form of coordinated strategy in place.
Recommendaion 2 is rated largely compliant.

Recommendation 3 Money laundering offence

In the 3 Round MER, Barbados was rated LC. The main deficiencies identified were as faljows: (
the authorities should review the adequacy of the legislative coverage of human trafficking,
corruption and bribery to ensure coverage of all designated categories of offences; (ii) the different
me n @& elements of ML offences under the MLFTA and sacti® of DAPCA were not
harmonised. (iii) the language of section 4 of the MLFSlould be reviewed with giew to
removing the current limitation which requires that there be an intention for the extraterritorial act
to be also committed in Barbados. Sitteen Barbados has remedied the deficiencies by the passage
of the Transnational Organised Crime (Prevention and Control) Act No. 3 of 2011, the Prevention
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of Corruption Act, 20181 and amending the Money Laundering and Financing of Terrorism
(Preventiorand Control) Act 2011 which amended the Drug Abuse (Prevention and Control) Act,
Cap 131.

Criterion 3.17 ML has been criminalisethased onthe Vienna Convention and the Palermo
Convention.

In respect of Article 3(1)(b) &(c) of the Vienna Convention. Baltis has ratified theamein
accordance with international law &y 23, 1969 and date of DepobgingJune 24, 1971. The
Convention was incorporated into domestic law with the passalge BILFTA. The criminalization

of the offence of money launderiigycaptured pursuant to Sections bf the Act wherein a person

who engages; directly or indirectly in a transaction that involves money or other property or a benefit
that issome proceeds of crimer the person receives; possesses, conceals, disgpsedrings

into or sends out of Barbados, any money or other property thatme proceeds of Crime
Thereafter, a NProceeds of Crimeo is defined a
objects and purpose of the MLFTA section 3 is idettias the reformation of the law in respect of

the prevention and control of money laundering and financing of terrorism and the provision for
related matters.

In respect of Article 6(1) Palermo Convention, Barbados signed onto the Palermo ConveNtion (U
Convention against Transnational Organized Crime) on September 26, 2001 and ratified the same
in accordance with international lamm November 11, 2014. The Convention was incorporated into
domestic law by the Transnational Organized Crime PreventiorCantfol) Act, 20113 (First
Schedule). Article 6 of the Convention expressly criminalized the laundering of proceeds of crime
and section 3 of the Transnational Organized Crime Prevention and Control) Act provides for the
criminalization process. It is ted that there is no information that the Palermo Convention has been
deposited.

Criterion 3.27 In the 3 Round MER page 27, it was questioned whether the MLFTA means that

the legislation has the potential to cover a wide array of serious predi@ieasff and whether the

full compass of the FATF fAdesignated categor.i
stated that all offences carrying a penalty of twelve (12) months imprisonment are predicate offences
for ML and that no serious offencarcies a lesser penalty. Further, in relation to the offence of ML,
section 6 of the MLFTA identifies offences with) 6n summary conviction a fine of $200,000 or
imprisonment for 5 years or both; (ii) on conviction or indictment a fine of $2,000,000 or
imprisonment for 25 years or both. In addition, the Fourth Schedule MLtREA in the List of
Scheduled Offences amends the Proceeds of Crime Act Cap. 143 by repealing the List of Scheduled
offences relating to predicatéfences. The criminalisationof all seriousdesignated categories of
offences are within the FourBcheduleof the MLFTA. However,whilst criteriondoesnot require
countries to create a separate offence of A |
racketeering , B a hab endcted th@ransnational Organized Crime Prevention and Control)

Act, 20113.

Criterion 3.37 Predicate offences are covered as discussed in Criterion 3.2. Barbados applies a
combined approach, andaminimum predicateffencecomprise allseriousoffences Based on

the information provided, predicate offences constitutefédinceswithin the category of serious
offenceswi t hin the jurisdiction as they are puni sl
and more. Pursuant to the amendment oMhETA in the Fourth Schedule all serious offences are
included as predicate offences to money laundering. Section 2 of the MLFTA provides that
"unlawful activity" means (a) any activity that by the law of Barbados or any other country is a crime
and is pmishable by death or imprisonment for a period of not less than twelve (12) months; and (b)
a scheduled offence as defined in section 3 of the Proceeds of Crime Act (POCA). The POCA in its
Schedule includes drug possession; drug trafficking and terrorigainare all serious crimes and

are predicate crime to money laundering. The Drug Abuse (Prevention and Control) Act, Cap.131.
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(DAPCA) also includes; a) possession of a controlled drug for purpose of supply at section 6(3; b)
trafficking in a controlled drg at section 18); and c) assisting another to retain the benefit of drug
trafficking at section 19, all being serious crimes and remain predicate offence to money laundering.
The penalties are defined in the Fourth Schedule of the DAPCA in relatiortiomseg(3); 18 and

19.

Criterion 3.47 ML offences extends to any type of property that directly or indirectly represents the
proceeds of <c¢cri me. Pursuant to the MLFTA, sec
all other property, real or persalnincluding things in action and other intangible or incorporeal
property, wherevesituatedand includes any interest in such property. In addition, the definition of

Aproceeds of crimeo in the MLFTA mearesglizezdany p
directly or indirectly by any person from unlawful activity wherever committed and any other
property or benefit that i s mhawgverendearhowtthh s uc h

i ssue of Avalued i sWhertdhre sdefdi rnint itdre d f&Tdgti lsd awad
is closely compared to the FATF definition, the words mirror in large measure the expressed words

of the FATF and goes even further. This is as
in the MLFTA is compared to the FATF definitipit becomesvident that certain key words are

not within the definitionthese include wordsuch as the words | e g a | documents or
Consequentiythed ef i ni ti on of the wor d bemvistedterenderid i n t
more consistent with the definition tfe wordsi f u n d s 0 i Further tvithin tAdiefnition

ofAif undso in the ATA, it makes no ex.pthisesvousd r ef er
therefore require a legisladvamendment

Criterion 3.57 Barbados has stated that the legislation requires a conviction of a predicate offence
before proof that property is the proceeds of crime is established, pursuant to the MLFTA. At
paragraph 100 in the®Round MER, it was stated that where a person is charged with an offence
under section 20 of the MLFTA, and t@murt is satisfied that the property in his possession or
under his control was not acquired from income derived from a legitimate sourcé, ghal be
presumed, unless the contrary is proved, that the property was derived from the proceeds of crime
(section 20A (1) In such a case, the standard of proof is on a balance of probabilities as per section
20A (2).TheAssessorgaote that where a awiction for a predicate offence is therefore a prerequisite

to successful prosecution for money laundering under the MLFTA, this is contrary to the requirement
of the criterion.

Criterion 3.61 This criterion was addressed by section 7 of the MLFTA whiokidesthai an act
done by a person outside of Barbados which would be an offence if done within Barbados, is an
offencefort hi s Act . 0

Criterion 3.7 Based on the amendment to the List of Scheduled Offences in the POCA, the
following is included: apossession of controlled drugs for purpose of supply, as per section 6 (3)
DAPCA; b) trafficking in a controlled drug, per section 18 DAPCA, c) assisting another to retain
benefit of drug trafficking, per section 19 DAPCA; and d) terrorism offencespset@nd 4 Anti
Terrorism Act, Cap 158 (ATA)The matter okelf-launderings not addressed in the legislation and
therefore there is limited scope to it resulting icharge.

Criterion38iThe MLFTA, section 5 (2) degeounsstosuspeet ik no
that the property or benefit is derived or realized directly or indirectly from some form of unlawful
activityeéeo and relates to where person i s an
financial institution section 5 (&)). The legislation does not specifically address the issue of
Afobjecti ve f ac Barbados has expained shdtj@ative éastual. circumstances

like circumstantialevidence. The Evidence Act, Cap. 121, provides for the admissibility of
circumstantial evidence in various situations. For example, sec. 84 provides for the admission of
evidence conduct based, inter alia, on the circumstances in which an act was done. Sec. 58 (2)
provides thafor decidingwhethera statement is admissibleetltourt may draw any reasonable
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inference (a) from the circumstances in which the statement was made or otherwise came into being;
or (b) from the circumstances, including the form and contents of the document in which the
statement is containedrurtherthat Barbados is @ommonlaw jurisdiction, the admissibility of
evidence of circumstances remains applicable in common law jurisdictions unless codified by
statute this position is accepted.

36. Criterion 3.9 - Dissuasivecriminal sanctions apply to natural persons convicted of ML whether
summarily or on indictment. In accordance with the MLFTA, section 6 provides: the breakdown in
respect of a summary conviction the fine and the term of imprisonment for the perscormatitied
the offence and the person who aid and abets; in respect of a conviction on indictment to include the
fines and terms of imprisonment. Taking into consideration that the fines include at the highest
$200,000 with 5 years of imprisonment for a sumyrawnviction; andb2,000,000 with a term of
imprisonment of 25 years for conviction ordictment, theime frame and the fines appear to be
proportionate and dissuasive but to a limited degree as stated in Recommendation 35.

37. Criterion 3.107 The MLFTA & section 45 provides fdiability of officers of bodies corporate, in
that any conduct engaged in on behalf of a body corporate by a director, servant or agent of that body
corporate within the scope of his actual or apparent authority; or (b) anyethen at the direction
or with the consent or agreement whether expressed or implied, of a director, servant or agent of that
body corporate where the giving of the direction, consent or agreement is within the scope of the
actual or apparent authority the director, servant or agent, with or conspiracy to commit; attempt;
aiding and abetting; facilitating; and counselling the commissball be deemed to have been
engaged in by the body corporate. In addition, section 44 create the actual offdihcesaf relates
to suchofficers of bodies corporate as it relates back to section 6 of the MLFTA which expressly
establishes the offence of money laundering

38. Criterion 3.1171 Pur suant to section 6(2) of the MLFTA:
procures, the commission of, or conspires to commit, the offence of money laundering is guilty of
an offence and is liable on (a) summary conviction, to a fine of $150 000 or to imprisonment for 4
years or to both; or (b) conviction on indictment, to & fofi $1 500 000 or to imprisonment for 15
years or to both. o

Weighting and Conclusion

39. There is no expregzrovisionhowt he i ssue of AfAval ueod ;Additiormlddr es s
legalscopés required forthe issue of selfaunderingandshould clearly specify that, the offence of
selflaundering (to include both the persons who committed the predicate offentardrmhrty
launderers) should also apply to the person who has committed the offence othdL {hikat
generated the proceed of cr i me. Further, taking infdro con:¢
ML, this shouldmirrorthed e f i ni t i o for confmittifigf tarraridt acisThe definition of
A f u rexdspor o p avithin theATA and MLFTA shoulde consistentaking irto consideration
terrorism is a predicate office tdL. It is noted that the legislation does not establish an actual
monetary fine for such legal person, with such fine being proportionate or dissuasive.
Recommendation 3 is ratedargely compliant

Recommadation 4- Confiscation and provisional measures

40. Barbadoswasr at RCdd & o(formarly R.3) in its 3 MER. That Report identified five (5)
deficiencies: i) Forfeiturdrestrant orders only limited to proceeds of money laundering, predicate
offence of drugrafficking, terrorist acts and financing of terrorism; (iij)No specific provision for
forfeiture of instrumentalities under the MLFTA, (iii) No provision fex parte applicatbn for
freezing or seizing property subject to confiscation under the MLFTA; and (iv) No provision for
production inspectionrders under MLFTA. The fifth deficiency relates to effectiveness which is
not considered as part of the TC assessment underOt& Methodology R. 4 now requires
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41.

42.

43.

44,

countries to also have mechanisms for managing and disposing (when necessary) of property that
was frozen, seized or confiscated.

Criterion 4.1 Sub-criterion 4.1 (a) & (b) - At section 5 (1) &), the benefits derived by person
because olfiis commission of a scheduled offence is captured. Section b) (jo{vides measures

for the forfeiture of6 t a i prdpertd Which is property used in aboutthe commission of the
offence.However,these masuredoes not cover thimtended use of property so uség). Thereis

no legislative provision provided addressing that requirement that property that is the proceeds of,
or used in, or intended or allocated for use in the financing of terrorism, terrorist acts or organization
has been capture@d) - Section 19 outlines the rules for determining benefit and assessing value,
amount to be recovered under Confiscation Orflections 23, 25, 28nd sectior81of the POCA

as amended by the AT (Amendment) Act 2@B5efers tatheconfiscation, seizure and restraint of
tainted property wherever it may be found included in the hands of a third party, on charge,
conviction or reasonable suspicion of the commission of a scheduled offence.

Criterion 4.2 - Section 42 of the POCA proed the measureghereby polices permitted to apply

to a Judge in Chamber for an order against a person who has possession or control of any document
relevant to identifying, locating or quantifying property of a person convicted of a scheduled offence.
(b) - The DPP can apply for restraint orders pursuant to section 31 (1) of the POCA. A restraint order
here is applicable where a person has either been charged or convicted of a scheduled offence and
can be obtained against either realisable property hakiany property held by that person or any
property which he has gifted, or specified property held by another person. Thegatsetgtion

31 (1A) is to prevent that property from being disposed or otherwise dealt with by that person or
anyone elsgc) Regarding voiding actionsgction 38 of the MLFTA make provisions thie DPP

to make an application to a Judge, for an order, to prohibit any person from completing a transaction,
or to freeze a bank account for up tdeys. The measures here appiesited in that it only captures

ongoing transactions and bank accounAliso, see 4.1(b) aboveSection 31 (b) of the POCA as
amended by the AT (Amendment) Act 2648 providedhat a restraint order may be sought where

a person has been convicted, charged, about to be charged or reasonably suspected of a scheduled
offence. However, the voiding of actionsicludesthe ability to intervene where a transaction
(conveyance or trafex) has already occurred does not appedret covered in the legislatiofd)
Investigative measures are supported by Section 39 of the MLFTA allowing members of the Police
Force or other person named in the warrant, to enter any premises of a fiinatitti¢ibn to remove
documents or material where a magistrate is satisfied a ML or TF offence was committed. The
measures at s.39 of the MLFTA seem restricted to supervisory enforcement Ti¢de powers

arealso outlinedn Part 11l of the POCA. Thesprovisions are additional to the powers outlined in
Section 39 MLFTAwhere search and seizure are provided.

Criterion 4.3- The rights of bona fide third parties are protected by the provisions of POCA section
10 (4) (a) and 13 (1) in so far as theiterests in property subjected to forfeiture is concerNed.
measure regarding property which is subject to confiscation.

Criterion 4.4 - The POCA and the MLFTA hold provisions for the disposal of property frozen,
seized or confiscated. Section 41 of B@CA allows for the Court, upon application of the Director

of Public Prosecutions or any person having an interest in the property, to dispose of or otherwise
dealt with in accordance with the law. Section 32 (1) (g) of the POCA, allows the Court taadirec
Public Trustee or other person as the Court appoints to take custody of the property and manage or
deal with the property in accordance with the directions of the Court. MLFTA Section 41 make
provisions for the management of documents seized withaespé&Ils or other premises under
section 3940 of the MLFTA.

Weighting and conclusion
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Persons involved in criminal conduct very often place assets in the name of; control of; or gift to
third parties; and as such, adequate measures must be institutes farrposeThe ability to void
actions is extremely limitedWhile there are provisions to include a wider range of offences,
application by the appropriate authority to the Court for restraint orders, search warrants, power to
freeze assets, there atdl moderate shortcomings in this recommendatidrere is no legislative
provision provided addressingethequirementfor property that is the proceeds of, or used in, or
intended or allocated for use in the financing of terrorism, terrorist abisterroristorganizatios.

Owing to the significance of this recommendation, to permanently deprive offenders of their illicit
gains and to remove proceeds of crime, it appears that measunesiaotuded for property held

by third parties as in sutriterion 4 (2) (c) and 4 (1) (dRecommendation 4 is ratedpartially
compliant.

Recommendation 5 Terrorist financing offence
In the 3rd Round MER B dforienlydSR $l)with acsunderlyingdadtorss C6 f o

Criterion 5.1-. TF has been aminalisedbased orthe Terrorist Financing Convention. This is
because athe combined effect of the MLFTA and the ATA. With the ratification of the treaty as a
schedule to the ATA, the International Convention for the Suppression of Financing of Terrorism
was incorporated into the domestic law. However, the attempt to commit the TF offence, the
participation as an accomplice in the attempted offence, the organization of an attempted offence
and the contribution to the commission of an attempted offenaggbyup of persons acting with a
common purpose; are not included in Section 4 of the /ASle&tion 4 of the ATA onlyprovidesthat

a person whas in or outside Barbados directly or indirectly, unlawfully and wilfully (a) provides or
collect funds; (b) praides financial services or makes such services available to persons with the
intention that the funds or services are to be used, or with the knowledge that the funds or services
are tobe usedin full or in part in order to carry out an aftall beguilty of an offence The TF

offence does naokferto the absence of a link between the funds and the terrorist acts.

Criterion 5.2 -Pursuant to the ATA, section 4, a person whim or outside Barbados directly or
indirectly, unlawfully and wilfully (a) provides or collect funds; (b) provides financial services or
makes such services available to persons with the intention that the funds or services are to be used,
or with the knovedge that the funds or services are to used, in full or in part in order to carry out an
act that constitutes an offence under or defined in any of the Treaties listecbectred Schedule

is guilty of an offence. The legislation includes a comprehenbsting of relevant offences.
However, the legislation does not expressly address the issue of the criminalizatioaabfoy a

terrorist organisatioor an individual terroristinless it is linked to a specific offence.

Criterion 5.3- In accordane with the ATA funds is defined at section 2 as, (a) assets of every kind,
whether tangible or intangible, moveable or immoveable, however acquired; and b) legal documents

or instruments in any form, including electronic or digital, evidencing title timterest in such

assets as bank credits, travellers' cheques, bank cheques, money orders, shares, securities, bonds,
drafts, letters of credit (inclusive list followsiNotwithstanding the conjunctive nature of ATA
section 2 (a) and (d), the apparencedfe wor ds Ahowever acquiredo i
the overall definition. It means therefore that as it relates to section 2(b) of the definition, the
legislationis silent as téhedistinction between funds frohagitimateor illegitimatesourcesor any

words to that effect in respect of section Hlowever, it is arguably that whereas by virture of
section 2(b) which relates to fAlegal 06 documen
documens and instruments are presumed tareated by virtue of a bonafide legal process, in so

doing the question of illegitimacy would not necessarily arise, as a result this section 2(b) satisfys
the requirements for the purpose of the recommendation.

Criterion 5.4 - (a) Per the ATA, section 2] expressly provides that for an act to constitute an
offence under subsection (1) it is not necessary to prove that the funds or the financial services were



50.

51.

52.

53.

54.

55.

56.

used to carry out the offendd)However, he criminalization of terrorisrfinancingdoes noallow
for a charge to be laid where therdhis absence of proving that the funds were linked to a specific
terrorist act(s)

Criterion 5.57 Pursuanto the ATA, section 4(lincludest h e wworrldaswfiul 'y and wi |
appearance of the word wilfaddresses the mental elementacfualknowledge that the act is
forbidden. However, it may have the effect that it could limit the liability to circumstances where

the offender shouldhave suspeatd that the conduct is forbidden in lawotwithstandingthe

intentional or reckless disregaod suchlaw. Theinclusionof t he wor dhowewen!| awf u
underscoreghat the act is a criminal offence, and that ignorance of the law is no excuse once the
offence occurs The legislation does not expressly addtbei s s u e o, howéver the same 0

is satisfied by inference being drawn based on the circumstantial evidence.

Criterion 5.6 The ATA provides at section 4(1) that providing or collecting funds for criminal
purposes would remd one liable on conviction on indictment to imprisonment for a term of 25
years. There are no fines for the offences under ATA, however the inabisiaultimatesanction

of imprisonmentenders theanction both dissuasive and proportionate.

Criterion 5.7- At section 5(b) of ATA, there is a provision for liability of a legal entity to include
liability on conviction on indictment to a fine of $2,000,00 notwithstanding (a) any criminal liability
that may have been incurred by an individual that wasttirgwolved in the commission of the
offence; or (b)any civil or administrative sanctions that may have been imposed by law. The sanction
appears to be dissuasive and proportiorRaeallel, criminal, civil or administrative proceediicgs

be conducted.

Criterion 5.81 Perthe ATA, the combined effect of the offence of terrorism section 3(1) aiding,
abetting, counselling; procuring, inciting or soliciting the commission of the offence section 3(2)(a);
conspiring with another to commit an offence st (2)(b) satisfies the criterion. The legislation
therefore allows for the inclusion afperson who participaseas an accomplice in the offence, or
one who organizes or directs the offence, or intentionally contribute to the offence.

Criterion 5.9- This criterion is satisfied by the amendment to MLFTA of the POCA Schelthus.
terrorism offences under section 3 or 4 of ATA are now within the schedule. The amendment of
Part 1 schedule inserts in the ATA statutory offences which is a predicateeoffen

Criterion 5.107 Based on section 4(1) and section 12 of ATA the criterion is satisfied. Within the
ATA, section 3 creates to offence of terrorism. Section 12 in turn addresses the issue of jurisdiction.
The section provides that where a personlégad to have committed an offence under the Act,
proceedings in respect of that offence may be commenced in Barbados where the alleged offence (a)
is committed by a national (b) was directed towards or resulted in an act against a national; (c) was
direded towards or resulted in the carrying of an act against a State or government facility outside
the jurisdiction; (d) was directed towards or resulted with a committed or an attempt to compel the
jurisdiction to do or refrain from doing any act; e) wasmmitted by a stateless person who is
ordinarily resident; (f) was committed on board an aircraft that is operated by the Government of
Barbados or a national; or committed on board a vessel flying the flag of Barbados or is registered;
(h) threatens theational securityHowever, a indicated above th@attempbd to commit an offence

is not covered by the ATA. Additionally, the ATA does not provide for offences that will occur
inside or outside Barbados.

Weighting and Conclusions

The appearance of theords wilful adds the mental element of knowledge that the act is forbidden

It may have the effect that it could limit the liability to circumstancesrevtieeoffender should
havesuspectdthat the conduct is forbiddeninlaw Fur t her tnhpetasis equiteds of i a
absent from the legal provisio®Recommendation 5 is ratedargely compliant.
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Recommendation 6 Targeted financial sanctions related to terrorism and terrorist financing

57. R. 6 (formerly SR. "RbuhdMERvEtk theruaderyidg fagt®r<Ch@intgatn t h e
() there were no requirements to freeze terrorist funds or other assets of persons designated by the
UN Al-Qaida and Taliban Sanctions Committee and (ii) divergent policy re forfeiture/restraint under
ATA and POCA.Since then Barbados has done the followingThe POCA schedule has been
amended to include sections 3 to 6 of the ATA. The MLFTA refers to both ML & TF. (ii)The ATA
became enforceable on the publication of the November 5, 2015 Official Gazette. Tarablets
the freezing/restraint of assets owned or controlled by persons/entities designated by the UN
Sanctions Committee in keeping with the UN Security Resolutions 1267 and 1373. (iii) The freezing
& forfeiture regimes under the ATA were removed andpaeed under POCA. The Schedule to
the ATA amends the POCA in this regard.

Criterion 6.1- (a) At section 15 of the ATA, the Attorney General (AG) is the Competent Authority

for dealing with matters pertaining to the operation of the Apécifically criminal investigations

and extraditionslt is however the DPBnder the AT(A)Athat is provided with powers to make an
application for a terrorist designation. The ATA does not contain any measures that allow the AG to
propose persons or tres to the 1267/1989 Committee to be designakbd.regime does bestow

the power to the Ministry of Foreign Affairs to have the ability to propose persons or entities to the
1267/189 Committee upon consultation with the Attorney Gen@rpSection 8of the ATA as

cited by theauthoritieswiththeDPP 6s abi l ity to apply to a Judg
entity as a listed entity and to freeze the funds of the listed awiifgther with th@ower to review

all orders that are made pertainity UNSCRsdesignationsThis measure is in keeping with
required responses by countries WINSCR listing&designations There are mechanismgor
identifying targets for designation based on the designation criteria that is set out in the relevant
UNSCRs.(c)The issue of reasonable grounds or basis for making a proposal for desigmation
satisfied. Section8. (1) (ii) of the ATA provides: Subject to subsection (4), the Court may, where it

is satisfied on the application by the Director of Public Prosesithat (b) a request has been made

by the appropriate authority of another State, in accordance with section 16, in respect of a person
(ii) in respect of whom there is reasonable suspicion that the person has committed an offence
referred to in subparagph (i), make an order, in this Part referred to as a "freezing order", freezing
the funds in the possession of or under the control of that person. Hence there is no conditionality of
having the existence of criminal proceedings in order to proceedthétidesignatiofd) the
requirements of the criterion to follow the procedure and the standard forms for listing has not been
substantiatede) Section 8(2) of the ATA provides: (2) An application for a freezing order under
subsection (1) may be made jgarte and shall be in writing and be accompanied by an affidavit
stating (a) where the person referred to in subsection (1) has been charged, the offence for which he
is charged; (b) where the person has not been charged, the grounds for (i) beli¢heykeson
committed the offence; or (ii) having a reasonable suspicion that the person committed the offence;
(c) a description of the funds in respect of which the freezing order is sought; (d) the name and
address of the person who is believed torb@assession of the funds; and (e) the grounds for
believing that the funds are related to or are used to facilitate an offence referred to in subsection (1)
and that the funds are subject to the effective control of the person. Imahiser,the Court
procedures are enshrined in law as it relates to freezing, however the additional specificity to
facilitating the listing of the designee is still required in law or other enforceable means.

58. Criterion 6.2 - As noted above the DPP is the Compet&uthority for designations pursuant to
UNSCR 1373. Pursuant to section 8 of the ATA, the DPP can apply to a Judge to have an individual
or legal entity declared a listed entity and freeze the funds of the listed entity. However, the criteria
for listingin the cited section do not include all the UNSCR 1373 listing Criteria. Hnemeasures
for UNSCR 1373 listing based on requests from other coumthiese the AT(AnendmentA 2015
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61.

60.

28, by its enactment amends Section 31 POCA which provides for thenigeeechanism with
respect to terrorist designation ordefhere are mechanism$or identifying targets for 1373
designation or dealing with requests for designations by other countries. However, the ATA has
measures requiring the DPPdecideas towhethera request is supported by reasonable grounds or

a reasonabl e basis. Barbados uses an evidenti e
whether to propose an individual or entity for designation pursuant to 1373 and there is no
requirementhat a criminal matter must exist. There is however, mechanisms provided for Barbados
to make a request to another country to give effect to its 1373 freezing mechamisen the
MACMA has been amended at Section 29 by the AIn¢Adment A to provide for Babados'
relationship with other countries with respect to any matter requiring legal assistance including
matters relating to freezing. Subsection 3 states that aopem@tion requested under subsection
(2)(b) or (c) shall be renderbadsed omeciprocity. In so doing this could argualglyesentimitation,

in that reciprocity becomes a condition precedent to legal assistance, indeed the underlying intention
of the criterion is for countries to give assistance albeit the crime does not occur within their
jurisdiction, and this provision does not advance this type of assistance.

Criterion 6.3- (a) Within the AT(Amendment)A 20188, section 8(1) the DPP may apply to the
Judge for an order to designate a person as a terrorist or a terrorisifentity. DPP&6s appl i c e
be supported by Affidavit evidence, it is within the said Affidavit, that the information is enclosed
which identifies persons and entities for designation, this information which is included in the
Affidavit is ascertained by thDPP based on intelligence supported byrétevant LEA.(b) The

DPP may apply to the Court for a restraining (freezing) opdesuant section 32 of POCA, as
amended in the Schedule of the AT(A)A. The Application of iR for a freezing order may be
made ex parte as per section 31 of the POCA as amendeddaohibdule of the AT(A)A. Arex

parte Application in judicial proceeding is conducted in the abseftkee person whose assets are
proposed to be frozen; and hence such an application is withtice and can be interpreted as an
urgent process. Further, POCA section 32(1B) provides that an Otakermade by the Court shall

be made without delay

Criterion 6.4- By the operation of section 8 of the AT(A)A it provides for taking action without
delay. Section 8(1) provides that the DPP may apply to the judge in Chambers for an order
designating a person as a terrorist or terrorist entity. The Application of the DPP for a terrorist
designation shall be made parteas per section 8(2) of the AT)A, such an Application in judicial
proceeding is conducted in the absence of the person proposed to be designated, hence such
applications can be interpreted as an urgent process.

Criterion 6.5(a)- The DPP may apply to the Court for a restrainingeédineg) order pursuant section

32 of POCA, as amended in the Schedule of the AT(A)A. The Application of the DPP for a freezing
order may be madex parteas per section 31 of the POCA as amended in the schedule of the
AT(A)A. An ex parteApplication in judcial proceeding is conducted in the absence of the person
whose assets are proposed to be frozen; and hence such an application is without notice and can be
interpreted as an urgent process. Further, POCA section 32(1B) provides that an Order to be made
by the Court shall be made without delap) - The making of an order, under section 8(3) of the

ATA referred to as a "freezing order", freezing, relates to the funds in the possession of or under the
control of that person. It therefore captures all fasddefined in the ATA, without distinction or
gualification. (c). In accordance with section 8(5), the Court may, in making an order under
subsection (1), give directions with regard ¢a) the duration of the freezing order; @) the

disposal of theunds for the purpose of) (determining any dispute relating to the ownership of or
other interest in the funds or any part thereof; (ii) its proper administration during the period of the
freezing order; (iii) the payment of debts incurred in good faitir po the making of the order; (iv)

the payment of moneys to the person referred to in subsection (1) for the reasonable subsistence of
that person and his family; or (v) the payment of the costs of the person referred to in subparagraph
(iv) to defend dminal proceedings against him. Therefore, the natural and legal person is not
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involved in such decision making such power rests with the judiciary in keeping with UNSSGR.

(d) Section 10(1) AT(Amendment) Act 2028 provides that the DPP shall withindays of the
decision of the judge in Chambers at first instance or upon appeal shall cause the terrorism
designation order to be published in the Official Gazette and at least 2 daily newspaper in circulation,
and may publish such naotice electronical).The AT(A) has amended Section 23 of the MLFTA,
201123 to make it a requirement on FIs and DNFBPs to report any transaction (including attempted
and aborted transactions) thatconducted by, or relates to,parson against whom a terrorist
designatn order is in force or relates to the property of such a person." Section 8.2 GBBhe

AML/ CFT Guidelinestipulate" in addition, pursuant to the United Nations Resolutions on terrorist
financing, licensees should freeze any funds or other assets held for individuals or organisations
listed on the UN list of persons connected to terrorism or to a person against whouorist terr
designation order is in force, and submit a report to the Authpiitythis instance the Authority
would be the FIU(f) Pursuant to the ATA Part IV, section 8 (8) and (9) combined satisfies the
requirements. Section 8 (8) states, a freezing @dated by the Court under this section shall not
prejudice the rights of any third party acting in good faith. Section (9) states, where the Court makes
an order for the administration of frozen funds the person charged with the administration of the
funds is not liable for any loss or damage to the funds or for the costs of proceedings taken to
establish a claim to the funds or to an interest in the funds unless the court in which the claim is
madebelieveghe person has been guilty of negligence inegespf the taking of custody and control

of the funds.

Criterion 6.6(a) to (g} With respect to 6.6(a) and (b) Section 9(1)(b) of the AT(A) provides for de
listing adopted by UNSCR 1267, as well as the legal authority and procedure to delist anéunfreez
With respect to 6.6 (c), Section 9(1)(b) AT(A)A provides for a review mechanism to delist, unfreeze
funds and entities which no longer meet the criteria for designaiiiih respect to 6.6(d) and (e)

no relevant provision have been identified withia &l (A) or any other relevant law. With respect

to 6.6(f) and (g) Section 10(1) of the AT(A) provides for publically known procedures to unfreeze
and mechanism to communicate delisting and unfeezing.

Criterion 6.7- Section 8 (5)pf the ATA provides tha the Court may, in making an order under
subsection (1), give directions with regard to (a) the duration of the freezing order; or (b) the disposal
of the funds for the purpose of determining any dispute relating to the ownership of or other interest
in the funds or any part thereof; (ii) its proper administration during the period of the freezing order;
(i) the payment of debts incurred in good faith prior to the making of the order; (iv) the payment of
moneys to the person referred to in subsectipfoflthe reasonable subsistence of that person and

his family; or (v) the payment of the costs of the person referred to in subparagraph (iv) to defend
criminal proceedings against him. In so doing Barbados has made exceptions to access in relation to
basc expenses, legal fees and so on. However, in so far as the extraordinary expenses contemplated
in UNCSR 1452 this is not providdor in law. It is not clear in the legislation the specific carve out

for access to funds if freezing measures are apgipdrisons designated by a supra national country
pursuant to UNSCR 1373.

Weighting and conclusions

There areno mechanismthat permit Barbados to propose designations or entities to the 1267/189
Committee or the 1988 Committee of the UN based on the designation criteria set out in the relevant
UNSCRs. In relation to UNSCR 1373 Barbados hasiechanismto identifying targetsfor
designation, and thegre mechanisrfor receiving a request for designatidrne publicnotice is
published within seven days of the Order. There are Guidelines to Fls to report freeze any funds or
other assets held for individuals or organizationedison the UN list of persons connected to
terrorism or to a person against whom a terrorist designation order is in force, and submit a report to
the Authority. The provision in MCMA for assistance to be giviesised omreciprocity limits the
underlying pupose of the criterion which is to give full assistance where reqwigtbut any
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promise inreturn Thereare powers in lawwith respect of the disting and unfreezing of fund.
Barbados has made exceptions to access in relation to basic expenktesdeyal so grinowever,

in so far as the extraordinary expenses contemplated in UNCSR 1452 this is not pravidasor
It is not clear in the legislation the specific carve out for access to funds if freezing measures are
applied to persons desigadtby a supra national country pursuant to UNSCR 1Bfi&te are no
proceduresto implement the targeted financial sanctions without ddkacommendation 6 is

rated largely compliant

Recommendation 7 Targeted financial sanctions related to proliferatio

This Recommendation is a new addition to the existing recommendation therefore Barbados has not

been previously evaluated against this recommendation.

Criterion 7.1- There is @ domestic legislation or statutory instrument to implement TF&img|
tol ran and the Democratic Peaboutldeday.s Republ ic

Criterion 7.2- Barbados has not communicated the establishment dlotinesticlegislationand

identify competent authorities responsible for implementing and enforcingl iégassert that the
requiremers of targeted sanctions may be satisfied through the implementation of any part of the
countrydéds infrastruct ur &hewfrthecdssert thdidee s hothing im

the Recommendation which speaks tdidcs legislation in order to achieve what may be achieved
via the existing legislative regimginally, that thenecessary mechanisms are all in already existing

laws. That being said the jurisdiction has not identifiedtandalondegislation or any provision
within an existing legislation which addresses the recommend@&asequently, it is a reasonable
to conclude thasincethereare no measures undertakercomply with UNSCRs relating to the

prevention, suppression and digtion of proliferation of weapons

Criterion 7.3- Barbados has n@ut anymeasures in plade monitor and ensure compliance by
Fls and DNFBPs with the relevant laws or enforceable means governing the obligations in this
Recommendation, nor does itMeacivil, administrative or criminal sanctions if such institutions do

not comply.

of

achi

Criterion 7.4 - Barbados has not supplied any publicly known procedures developed or the

implementation to submit désting requests to the Security Council

Criterion 7.57 Thereis no domestic legislatioregardingthe measures undertakergarding
contractsagreements or obligations that arose prior the date on which an account becomes subject

to targeted financial sanction pursuant to UNSCRs.
Weighting and Conclusion:

No legal authority has been identifiedo implement and enforce targeted finand@ahctias
Barbadoshas not met any of the criteria in RecRécommendation 7 is ratechon-compliant.

Recommandation 8 Non-profit organisations

This Recommendation which was formerly SR. VIl was rated @hahe 3* MER with the lone
deficiency being that sanctions for breaches of the Charities Act were not dissDasing. the
October 2016 FATF Plenary, the ECG recommended the Plenary to adopt the revised R8. The
revised R.8 must be applied in the context of thgoing mutual evaluation of thé"4ound of

Barbados as foll ows: I f a countryds

onsite

Vi

time of the revision of R8), the country must be assessed for compliance with the revised R.8/INR.8
on the bais of the revised Methodology criteria for R.8 and 10.10. The responses of Barbados on
the previous R.8 have been taken into account when determining the technical compliance for the

revised R.8. Barbados has not submitted a response based on theReised
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Criterion 8.1-1 n t he context of B a r b grdfib enfitiesrinelgledomat or y
profit organisations as incorporated under the Companies Act, Cap.308 and charities as registered
under the Charities Act, Cap.243. However, Barbados tlasaomducted a risk based approach to
identify the subset of organizations which may pose an inherent high risk as opposed to those who
pose little omorisk. There is nothing in law to identify the authority who should exercise the risk
based exercise and how it should be conducted. Further in the response of Barbados there is no
information that the legislation refers to matters relateatiederroristactivity vis-a-vis the charity

(8.1 (b) (c) and (d). Some consideration is given to the fact that the Charities Act and the Companies
Act have been included under thieFTA in the FourthSchedule then in so doing they are subject

to the AML/CFT regime aa minimum.

Criterion 8.2-Barbados has provided information to include but not limited to the first and last part
of paragraph &, and which supports 8.2(a) and, () thatsection 41of the CharitiesAct requires

the filing of annual Financial Statentsrconsisting of an income and expenditure account relating
to the reporting perioAs for sub criteriorB.2(b) Barbados has alreathdicatedthere is no outreach

and there is nothing in law to compel such an outreach. AsifocriteriorB.2(c) Barbados has not
indicated that they have started addressing the issues wihdtos.

As to sub criterion 8.2 (d), NPQse conduct their business must use the services of commercial
banks which are licensed by the CBB. However, no information waglréorward by Barbados

to indicate that NPOs are actively encouraged to transact their business through regulated financial
channels

Criterion 8.3 Overall Barbadosias demonstrated the legislative mandate to supervise and monitor
charities, however thisiacross the board and not based on a risk based approach by the appropriate
authorities According to Barbado€AIPGOis in the process of inspecting and examining its NPO
sector. This process however, has not finalized as yier those non-profit organisations which

have been identified

Criterion 8.4i (a) and (b).Barbadoshas conducted a rigdkased appradn examination of the NPO
sector. 10% of the NPO sector still needs to be examined because of their external lflovadéver,

it is not clear if this has happened based on the revisedRéeavailable sanctions for misuse of
the NPO sector are effectiveroportionateand dissuasivel hereare no measurashich apply to
NPOs which account for a significant portion of theources undehe control of the sector.

Criterion 8.5- Thereis provision for the exchange of information between the Registrar and the
revenue authority relative to the names andesiges of institutions which have been treated as being
established for charitable purpogeSection &f the Charities Act.

Furtherthe supervisorprovisions at Part V of the Charities Act have been strengthened to the extent
that the Attorney Generad now authorised to direct the Financial Intelligence Unit to carry out an
investigation into the affairs of the organisatioSection 38 (2)

Section 3§1A) of the CharitiesAct givesthe Attorney General thauthorityto examine or make
inquiries intoany charity that is suspected of having committed an offence under section 3 or 4 of
the AntiTerrorism Act. Although there are several MOUs between the relevant authorities,
Barbados has not demonstrated #diahecessary steps have been taken to efisaireo-operation,
co-ordination and information sharidgetween the relevant authorities is effective.

Criterion 886-Requests for information on NPOG6s are
international requests for information.

Weighting and conclusion

d

Barbados has indicated that an assessment was done of the NPO sector. However, this assessment

was not risk based as Barbados has also indicated that the assessment was done by examining the
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profile of all NPOs. Furthermor&arbados has not rda an outreach to the NPO sector regarding
TF issuesAs Barbados has not encountered instances of TRASb®ssorare not sure if sufficient
attention was given to TF related issues during the profiling of the NPO fRetmmmmendaton

8 is rated noncompliant.

Recommandation 9 Financial institution secrecy laws

This Recommendation, formerly R.4, was rated PC in th®IBR since the CBB could not share
information with other domestic financial sector supervisory agencies, tligfaegf Cooperatives
could only share information via a court order and the Ministry of Economic Affairs and
Development did not have the authority to compel information from licensees or to disclose
information to domestic or foreign counterparts. THmwe deficiencies were addressed by
amendments to the FIs Act CAP344A (FIA) and provisions in the Fourth Schedule of the MLFTA
2011.

Criterion 9.1- The CBB under section 34 of the Central Bank of Barbados Act, Cap 323 (CBBA),
sections 47 48 of the FIAand section 31 of the MLFTA 20Xhnconduct inspections and access
relevant information from its licensees under these statutes. Similar provisions are set out in Sections
53-54 of the IFSA for international bank¥he FSC under section 8 theFSCA

Section 44 (2) of FIA permits the CBB to share information with the Commissioner of Inland
Revenue, the Deposit Insurance Corporation and any supervisory or regulatory authority of Fis
within or outside Barbados. In the case of Fls outside Barbados, theebe a reciprocal
arrangement with that authority for exchange of information. Section 48 (2) of the IFSA contains a
similar provision. The MLFTA is applicable to all supervisory authorities and in conjunction with
the various MOUs betwedhe supervisky a u t h oimfdrmiagiod is shared. The various secrecy
laws do not stand in the way of implementing the FATF recommendations.

Weighting and Conclusion

Financial secrecy laws in Barbados do not inhibit the implementation of FATF recommendations,
espedcilly R. 13(correspondent bankingR. 16(wire transfersand R. 1qreliance on third parties)
Recommendation 9 is rated Compliant.

Recommendation 10 Customer due diligence

This Recommendation, formerly R. 5, was rated PC in theMER due to no dgislative
requirements for FIs to undertake CDD measures for occasional transactions that were wire transfers,
to verify that any person purporting to act on behalf of the customer was so authorized and verify
the identity of that person, to determineoniere the natural persons that ultimately own or control

the customer, to conduct -going due diligence and to verify individual customer identity using
reliable, independent source documents and data. There was also no express prohibition against
reducel CDD measures where there was a risk of ML and FT. Additionally, requirements for the
scrutiny of transactions and updating of CDD data or documents, measures for high and low risk
categories of customers, timing of verification and failure to complet® &l application of CDD
requirements to existing customers were only enforceable on the licensees of the CBB and the
Supervisor of Insurance. The above deficiencies were addressed by the MLFTA 2011 and revisions
of the relevant regulatory AML/CFT Guideén.

Criterion 10.1- While there is no specific prohibition against anonymous accosedtipn 18(3)
of the MLFTA 2011 requires all customer accounts of a Fl to be kept in the true name of the account
holder.

Criterion 10.2.- CDD is required in the mumstances covered by sub criteria 10.2 (a) through (e).
for CBB and FSC licensees. CDD measures for occasional transactions are also addressed.
Furthermore, section 15 of the MLFTA also covers the requirements of sub criterion 10.2.
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90. Criterion 10.3- Therequirements of sub criterion 10.3 are set out in section 15 (1) (b) of the MLFTA
2011 whereby Identification and verification are required for customers of Fls using reliable,
independent source data, documents or information.

91. Criterion 10.4- The requirenents of this sub criterion are set out in section 15 (3) of the MLFTA
2011 whereby Fls are required to identify all persons acting on behalf of amadszction 15(1)(b)
of the MLFTA whereby Fls are required to verify the identity of customers.

92. Criterion 10.5- Section 15(4) of the MLFTA 2011 requires Fls to establishideetity of the
individual who is the beneficial owner of the customer and verify the identity by means of reliable
documents, data or information from an independent sourcéo®&.0 (ii) of the CBB AML/CFT
Guideline defines a beneficial owner as a person or entity on whose behalf an account is maintained.
This is repeated in section 6.0 (ii) of the FSC AML/CFT Guidelidgscording to the CBB
AML/CFT Guidelines beneficial avner refers to the natural person(s) who ultimately owns or
controls a customer and/or the natural person on whose behalf a transaction is being conducted. It
also includes those persons who exercise ultimate effective control over a legal person or
arrangment

93. Criterion 10.6- Section 7.0 (2) (B) of the CBB AML/CFT Guideline requires licensees to obtain
reliable, data or information from an independent source on the purpose and intended nature of the
business relationship. This requirement is further stipulated in sectionsid’. 1.2 of the CBB
AML/CFT Guideline in specific CDD obligations for individual and corporate custorgerstion
7.0 (2) A requires the FIs to take reasonable measures to understand the ownership and control
structure of the customebimilar requirementsra set out in sections 6.0, 6.1 and 6.2 of the FSC
AML/CFT Guidelines.

94, Criterion 10.7- Section 16 of the MLFTA 2011 requires Fls to carry out ongoing due diligence on
business relationships and examine transactions to determine that they are comsistemt F | s 0
knowledge of the customer, their business and risk profile and where required the source of funds.

95. About criterion 10.7(b) section 7.0 (4) of the CBB AML/CFT Guideline requires Fls to update
identification records on a ridlocused basis to en®ithat all existing customer records are current
and valid. Section 6.0 deals with the risk based approach to CDD, while section 7.4 focuses on
enhanced due diligence and section 7.6 deals with retrospective due diligence on a risk basis.

96. Section 9.1 (eand (f) of the IBD AML/CFT Guidelines do comply with the requirements of sub
criterion 10.7 (b)

97. Section 6.0 of the FSCb6s AML/ CFT Guidelines <co
(b).

98. Criterion 10.8- Requirements of the criterion are set imusection 7.0 (2) (A) and (B) of the CBB
AML/CFT Guideline. Similar measures are outlined in section 6.0 (i) (a) and (b) of the FSC
AML/ CFT Guidelines. Secti on 1 2redbiresoallpersomseandl BD & s
institutions to implement reasable measures for ensuring identification of ownership and control
structure of the customer (legal person or legal arrangement), while section 9.1 (b), (c) and (e)
indicate that a Fl musinderstand he cust omer 6s business and owne

99. Criterion 10.9- Section 7.2 of the CBB AML/CFT Guideline stipulated CDD obligations for
corporate customers including the requirements of 10.9 (a), (b) and (c). Requirements applicable
to trusts are set out in section 7.4.1 of the CBB AML/CFT Guideline. dllove measures are
replicated in sections 6.2 and 6.4.1 of the FSC AML/CFT Guidelines. Barbados has indicated that
although not captured under the IBD AML/CFT guidelines, the elements of sub criterion 10.9 are
consideredn the application/registratiorofms for thesé-ls as well as in the obligations imposed
by the MLFTA. Barbados should take sub criterion 10.9 into accouRtgoesorting under the IBD
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in the same way it does féils falling under the supervision of CBB and FSC: that is in the IBD
AML/CFT Guidelines.

Criterion 10.10- Section 7.2 (e) of the CBB AML/CFT Guideline requires licensees to obtain
identity information on beneficial owners including those who ultimately own and control a
corporate customer. While identification of shareholdgrsot required for corporate customers
listed on a recognized stock exchange and not subject to effective control by a small group of
individuals, the identity of persons with a minimum of 10% shareholding for private corporate
customers is required. Sem 7.2 (f) also requires the identification of directors and officers who
exercise effective control over the business.
Similar measures are set out in sections 6.2 (e) and (f) of the FSC AML/CFT Guideline regarding
identification of beneficial owners, directors and officers of a corporate customer.
Sections 11.2 and 12.5 of the IBD AML/CFT Guides indicate that all persons and institutions
must implement reasonable measuedetermine the ultimatBO informationon all verification
subjects before submission of applications for licendituyvever, the IBD AML/CFT Guidelines

are not as spedif as the CBB and FSC AML/CFT Guidelines on sub criterion 10.10

Criterion 10.1% Section 7.4.1 of the CBB AML/CFT Guideline sets out the requirements for the
identification of the parties to trusts. Similar measures are set out in section 6.4.1 of the FSC
AML/CFT Guideline and section 12.2 of the IBD AML/CFT Guidelines, while the International
Trust Act Cap 245 prescribes what information mudiled with the IBD.

Criterion 10.12 - The necessary guidelines still need to ibeluded in the FSC AML/CFT
Guidelines.

Criterion 10.13 - The necessary guidelines still need to ibeluded in the FSC AML/CFT
Guidelines

Criterion 10.14- Requirements of this criterion are set out in the last paragraph on page 13 of
section 7.0 of the CBB AML/CFT Guideline. Similar requirements are stipulated in the penultimate
paragraph on page 22 of section 6.0 of the FSC AML/CFT Guidelines and secfiamdl 13.2 of
the 1 BD6s AML/ CFT Guidelines.

Criterion 10.15- Section 7.0 of the CBB AML/CFT Guideline requires licensees to adopt risk
management procedures with respect to the conditions under which a customer may utilize a
business relationship prito verification. The same requirement is stipulated in section 6.0 of the
FSC AML/CFT Guidelines and sectidl.2 ofthe IBD AML/CFT Guidelines.

Criterion 10.16- FIs must perform CDD measures for their existing customers. These measures
haveto be basecho t he FIl s6&6 own assessment Catfidelmestrer i al i
uniform in this regardAbout Fis supervised by IBD, section 9.1 of the IBD AML/CFT Guidelines

takes this criterion into account.

Criterion 10.17- FlIs are required by CBB an&E AML/CFT guidelines to perform enhanced CDD

in cases where ML/TF risks are higher. The IBD AML/CFT Guidelines do make mention of
enhanced CDDY, or al | | B D fegistrdntsThe CBB and ESCasnidklines do contain a

more extensive descriptipinc ompar i son t o t he | BDféa possiMde / CFT
situations in whichFls must perform enhancecDD.

Criterion 10.18- The circumstances under which Fdan apply reduced CDD measures are
described in the CBB, IBD and FSC guidelines. These tonéfestate that reduced CDD measures
are not to be applied in casghere suspicion of ML or TF exists.

Criterion 10.19- Section 7.0 (2) of the CBB AML/CFT Guideline and section 6.0 (2) of the FSC
AML/CFT Guidelines require that where FIs are unable to complete relevant CDD measures, they
should not start or continue business relations with any customers, or perform aagtioanfor
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those customers and are required to terminate an existing business relationship for failure to comply
with relevant CDD measures and to consider making a suspicious transaction report (STR) in the
above situation.

Criterion 10.20- Section 7.®f the CBB AML/CFT Guideline and section 6.0 of the FSC AML/CFT
Guidelines stipulate that where there is suspicion of ML/FT, licensees should be cognizant of tipping
off a customer when conducting due diligence. The licensee should make a business decision
whether to open the account or execute the transaction as the case maybe and submit a STR to the
FIU.

Weighting and conclusions

The deficiencies identified above include the lack of CDD requirement for beneficiaries of Life
Insurance Policies and thaeck of an extensive description of situations in whithmust perform
enhanced CDD in thE S CAML/CFT Guidelines. Furthermore, the IBD AML/CFT Guidelines

are not as specific as the CBB and FSC AML/CFT Guidelines on sub criterion 10.10 while the
elemens of sub criterion 10.9 are onépnsideredn the application/registration forms for thés

under the supervision of the IBD and not in the IBD AML/CFT GuideliResommendation 10

is rated largely compliant

Recommendation 11 Recordkeeping

This Recommendation (previously Core Recommendation 10) was rated NC ifiNHER3(2008).

The underlying deficiencies were that there was no general requirement for documentation to be
retained for a period of 5 years post the termination of the businessngtip. In addition, only
records of business transactionere thanJSD 10,000 were required under law to be retained for
five years post the termination of the relationsBigction 18 (2) of the MLFTAow addresses these
deficiencies.

Criterion11.1-Secti on 18 (1) of the MLFTA places a geil
business transaction recorfiscluding CDD)of all business transactions. Section 18 (2) of the
MLFTA does require Flds to maiimetuundenSettion)ifore s s t
a period of 5 years post the termination of the business relationship or with respect to an occasional
transaction, the date of the transaction. Section 10 (1) [Internal and External Records] of the CBB
AML/ CFT Gui de licented sunddr the FIA and the IFSA (issued by the CBB in
conjunction with the AMLA), requires that licensees comply with Section 18 (2) of the MLFTA and

that such records should be accessible in a timely manner. Section 9 [Record Keeping] of the FSC
AML/ CFT Guidelines issued in 2013 by the FSC embeds the requirements as set out in Section 18
(2) of the MLFTA

Criterion 11.2- Section 18 (2) of the MLFTA does require FIs to maintain business transaction
records (as defined under Section 2) for a periol géars post the termination of the business
relationship or with respect to an occasional transaction, the date of the transaction

Section 10 (1) [Internal and External Records] of the CBB AML/CFT Guidelines requires that
licensees comply with Sectid8 (2) of the MLFTA and that such records are accessible in a timely
manner. Section 10(1)(ii) also requires FIs to maintain internal written findings of transactions
investigated.

Section 9 [Record Keeping] of the FSC Guidelines embeds the requiremeptoat in Section 18
(2) of the MLFTA Section 9 (1) also requires the maintenance of any internal written findings of
transactions investigated.

Criterion 11.3- Section 2 of the MLFTAappropriatelyd e f i nes bot h HfAbusi ness
Abusi medd.reéSection 10 (0) [ Record Keeping] of
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licensees comply with Section 18 (2) of the MLFTA and that such records are in a format which can
be reconstructed. Section 9 [Record Keeping] of the FSC Guidelines emisesiski requirement.

Criterion 11.4- Section 10 [Record Keeping] of the CBB AML/CFT Guidelines, requires that
licensees comply with Section 18 (2) of the MLFTA and that such records are in an easily accessible
format and can be promptly provided to auttiesi Section 9 [Record Keeping] of the FSC
Guidelines embeds this same requirement.

Section 17 of the IBBGuidelines requiresFIs to maintain a broad spectrum of records including
CDD and transaction recordSection 18 [Contents of Records] of the CTSBAidelines (for
licensees and registrants under the CTSPA, the IBCA, the SWRLA, the Private Trust Companies
Act 2012 22, the Foundations Act 2043and the International Trust Act CAP 245) also embeds a
similar requirement.

Weighting and Conclusion
Recod keeping requirements atemprehensiveRecommendation 11 is ratedtompliant.
Recommendation 12 Politically exposed persons

This Recommendation (previously Recommendation 6) was rated partially compliant (PC)4n the 3
Round MER (2008). The underlying deficiency being that the requirements in respect of politically
exposed persons (PEPs) were only enforceable on the licensees of the CBB and the Supervisor of
Insurance.R. 6 now includes two new categories of PEPs i@mabtic and international
organisations PEPs. The level of due diligence that should be applied to these two categories is
dependent on where a high risk exists in the business relatiohbbidML/CFT Guidelines which

have been issued across all sedtochide this definition.

The CBB AML/CFT guideline captures all banking Fls whilst the FSC AML/CFT guidelines
capturethe nonbank Fls listed in the First Schedule of the MLFTA and incluBessons engaged

in relevant insurance business; A market adelfregulatory organization, participant and issuer
of securities within the meaning of the Securities Actiutual fund and mutual fund administrator
within the meaning of the Mutual Funds Act or any person who manages a mutual fuadredid
union within the meaning of the FSCAlhe CBB AML/CFT guideline and FSC AML/CFT
guidelines are in concert regarding PEP requirements

Criterion 12.117 The measures applicable to foreign PEBISYy address th requirements thatls:

have appropriate risknanagement systemm place, obtain management approval before
establishing or continuing a relationskijih a foreign PEPreasonably establishesource of funds

and wealth; and conduct enhanced ongoing monitodagng the cowe of the business
relationship.These measures are captured under section 7.4.6 (1) of the CBB AML/CFT guideline
and section 6.4.6 of the FSC AML/CFT guidelines.

Criterion 12.2 - The CBB AML/CFT guideline and FSC AML/CFT guidelines cover the
requiremenfor FIs to apply measures to determine whether the customer or beneficial owner is a
domestic or international organisation PEP and to apply the four measures detailed at 12.1 above
where the risk is highelhese measures are captured under section(2)Y4ds the CBB guideline

and section 6.4.6 of the FSC AML/CFT guidelines.

Criterion 12.3- The requirement that Fls apply the PEP measures to family members and or close
associates of all types of PEPs is directly addressedctibn 7.4.6 (2) of the CBBML/CFT
guideline and section 6.4.6 of the FSC AML/CFT guidelines.

Criterion 12.47 Therequired measurese na in place.

Weighting and Conclusion
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127. Whilst the current PEP measures substantively meet the criteria it is noted that there are no provisions
in place to require relevant Fls to determine whether the ultimate beneficial owner of a life insurance
policy is a PEPRecommendation 12 is rated largely compliant.

Recommendation 18 Correspondent banking

128. This Recommendation, formerly R. 7, was rate2lin the 3 MER since there was no specific
requirement for Fls to ascertain whether a respondent institution had been subject to a money
laundering or terrorist financing investigation or regulatory act. This deficiency was addressed by
revisions to theCBB AML/CFT Guidelines. This Recommendation incorporates requirements on
Fls in relation to shell banks (former R. 18).

129. Criterion 13.1- Section 7.4.8 of the CBBML/CFT Guideline detailsall therequirement®f sub
criterion 13.1. Fls are required tarry out a risk assessment of respondent institutions, satisfy
themselves that there is an equivalent AML/CFT program in place, and perform an assessment of
the quality of bank supervision and regul ati
responént bank has been subject to a money laundering or terrorist financing investigation or
regulatory action. Senior management approval is required before establishing the relationship.

130. Criterion 13.21 Ther e are no speci fi-throughe qicicroaamd rstds i fno r
AML/CFT Guideline. However, the CBB Guidelines section 7.4.8 indicate which due diligence
measures the correspondent bank mustdbkett he r espondent banks6é6 AML/
with. The CBB Guideline takes sub criteria 13&#) and (b) into account through sections 7
(Customer Due Diligencednd10 (Record Keeping)

131. Criterion 13.37 Barbadian Fls are prohibited froemtering orcontinuing correspondent banking
relations with shell banks. These institutions are also requarade appropriate measures to ensure
their correspondents do not permit accounts to be used by shell banks.

Weighting and conclusion

132. Eventhough inthe CBB AML/CFT Guidelinegherequirement to clearly understand the respective
AML/CFT responsibilitiesf the correspondent and respondent institutipnsarrying out specific
due diligence measures covers the requirements of sub criteria R13.2 (a) treddieno specific
requirement-tshirf ough ph&égtedwre Bakiados compliegwsub criteria R.
13.1 and R.13. Recommendation 13 is ratedargely compliant

Recommendation 14 Money or value transfer services

133. This Recommendation formerly SR. VI was rated NC in tHeMER since stanglone MVT
providers were not adequately reapeld or supervised for compliance with AML/CFT requirements
and MVT operators were not required to maintain a current list of agents. Since the 2008 MER,
legislative amendments to the FIA to bring the business of MVTS under the regulation and
supervision bthe CBB have been drafted and are still to be enacted. The new element in this
Recommendation is the requirement to actively identify and sanction unlicensed or unregistered
money value transfer services (MVTS) providers.

134. Criterion 14.1 - Barbados has not finalized the necessary legislative amendments to the FIA to
regulate and supervise MVTS. At present MVTS are not required to be licensedistered.
Naturalor legal persons already licensed or registered as Fls in Barbados aréegeionperform
MVTS. According to BarbadostandaloneMVTS are not material in the risk and context of
BarbadosFurthermore, MVTS are registered by the CBB.

135. Criterion 14.2 - MVTS are not licensedbut registeredas already stated under 14The CBB
howe\er, informed théAssessment Teathat there are to their knowledge no illegal or clandestine
MVTS. The actions that can be taken in case of ML/TF are mentioned under section 6 of the
MLFTA.
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Criterion 14.3- MVTS that are carried out by licensed Fls ambjected to monitoring of their
AML/CFT compliance and are subjected to the MLFTA in this redgHnd. lonestandalondVTS
is monitored based on the CBBO6s AML/ CFT Gui del

Criteria 14.4 and 14.5 The loneMVTS provider isnot licensed in Barbaddzit registered with
the CBB.thereare no tailor made n@pecific AML/CFT Guidelines for MVTS and their agents.

Weighting and conclusion

Most of the sub criteria on R.14 have been met by Barbados, while other sub critpadially to

mostly met. MVTS should be licensedr registered an@arbados has chosen to register its MVTS
providers.Barbados still hako makethe necessary amendments to the FIA into lewever, the
relative importance of the MVTS sector has to be taken into account. CBB has undertaken an
assessment of the MVTS secémid determined that for fiscal year 2Qh8 MVTS sector facilitated

a total of $126.07 million innbound (59.1%) and oobund (40.9%}ransactionsAccording to
Barbados only one MVT8rovides outbound servicdsurthermore, it was determined thavTS
providers account for less than 1% of all funds flow actiaity that theaverage inbound and
outbound transaction size @015 was $510 and $687, respectivédRecommendation 14 is
therefore rated largely compliant

Recommendation 15 New technologies

This Recommendation (f or mé&mHERyastRereq8irementafsrnranat e d
face to face customers are only enforceable on the licensees of the CBB and the Supervisor of
Insurance.Revised R.15 focuses on preventing risks associated with all new or developing
technologies and new products and basg practices and sets out a new obligation for countries to
identify and assess the risks.

Criterion 15.1- Section6 [Role of the Board and Senior Management] of the CBB AML/CFT
Guideline, requires licensees to pay special attention to new and dagetephnologies when
assessing ML/TF riskd.icensees are required to (a) identify and assess ML/FT risks arising from
new products/services and delivery channels; new business practices and new or developing
technologies for new and existing products @dnanage and mitigate such risks. Risk assessments
should take place prior to the launch or use of such products/services, channel, business practices
and technologiesSection 7.4.3 sets out the specific requirements placed on licensees when
conductingnonface to face business. Section 6.4.3 (Negsce to Face Customers) of the FSC
Guidelines sets out the specific requirements placed on licensees when conduetaagrioriace
business. Section 13.2 [Timing and Duration of Verification] of the IDB ABHT Guidelines sets

out specific requirements with respect to conductingface to face businessit Both CBB and
FSClicenseesre specifically requiretb identify and assess AML/CFT arising from new products,

new business, new delivery mechanisms aew developing technologies arising from new and
existing technologies.

Criterion 15.2- (a) Section 6.1 of the AML/CFT Guideliséssued by the CBB and section 5.1 of
the AML/CFT Guidelines issued by the FSC requiretBlapplya Risk Based Appexhand;to
identify manage and mitigate the risk$ new products/services, channel, business practices and
technologies.

Weighting and Conclusion

The necessanyrovisionsrequiring Fisto identify andassesthe ML/TF risks of new products, new
businesses practices, new delivery mechanisms and developing technategiesplace. This
includesmeasures tassesshe associatedsks prior tothe launch or use of new produasd to
take measures to manage antigate therisks. Recommendation 15 is rateccompliant.
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Recommendation 16 Wire transfers

This Recommendation formerly SR. VII was rated PC in theMER since stan@lone money
remitters were not subject to regulatory oversight to ensure compliance with the requirements of SR.
VII. The deficiency was not addressed since amendments to the banking legislation to bring stand
alone money remitters undehet supervision of the CBB have not been enacted. The
Recommendation includes new requirements for transfers below the threshold and for ordering,
intermediary and beneficiary Fls and links to R.6 and R.20.

Criterion 16.1 - Section 7.4.9 of the CBB AML/CFTGuidelines requires FIs to include full
originator information in cross border wire transfers over USD 1,000 in accordance with the
criterion. The above requirements are applicable to Fls licensed under the FIA and IFSA i.e. those
under the supervision tie CBB.Though the required beneficiary requirements are not specifically
addressed in the CBB AML/CFT Guidelines, verification of this information is undertaken by the
CBB during exminations therefore the required information is maintained.

Criterion 16.27 The CBB Guidelines serve as a guideline to Fls supervised by CBB how to comply
with their obligations in reltion to thaMLFTA Section 7.4.9(1) of the CBB AML/CFT Guidelines
requires that Wwere a Fl acts as the ordering financial institution, theniee should obtain, retain
and verify the full originator i nformati on,
identifier where the originator is not an account holder), and address for wire transfers in any amount
and section 7.4.9(ii) redipes the ordering FI to include in crelerder wire transfers above the
BDS$2,000 threshold, full originator information. Batch transfers that include-loooder wire
transfers sent by a money/value transfer service provider should be treated-bsrderssansfers.
7.4.9(ii) therefore appliesccording to the CBB AML/CFT Guidelines section 7.4.9 (vi) Fls should
apply a risk based system in reviewing wire transfercdonplete originator information and the
reporting of unusual or suspicious actvit

Criterion 16.3 - Section 7.4.9 of the CBB AML/CFT Guideline does establistieaminimise
threshold and the information as to originator and beneficiary based on sub criteria 16.2 is part of
the onsite working programme information that is requeditieithg onsite examinations by the CBB.

Criterion 16.4- Fls are required to identify their customers and to verify their identity where there
is any suspicion of ML or TF based on sections 7.0, 8.0 and 7.5 of the CBB AML/CFT guideline
and section 17(2) ahe MFLTA.

Criterion 16.5 Section 7.4.9 (iii) of the CBB AML/CFT Guideline requires FIs to include originator
information for domestic wire transfer.

Criterion 16.6- Section 7.4.9 (iii) of the CBB AML/CFT Guideline requires Fls to include originator
information for domestic wire transfer and speaks to the amount of days within which the ordering
institution should be required to make the information available (3 business days)

Criterion 16.7- The FlIs obligations of section 18 of the MLFTA 2011 whach in accordance with
the requirements of Rec. 11 include information on all parties to all transactions thereby covering
originator and beneficiary information.

Criterion 16.8 17 Has been met through sections 7.4.9, 7.0, 7.5 and 8.0 of the CBB AML/CFT
Guidelines and through the requirements of sections 17(2) and 18 of the MLFTA.

Criterion 16.9- Sections 7.4.9 (v) of the CBB AML/CFT Guideline details that where the Fl acts as
an intermediary Fl, the licensee should ensure that all originator informatiomdrossborder
transfers of any amount, remain with the related domestic tran$feasldition, to the originator
information, FIs are also required to include beneficiary information when executing the
transfer in addition, section 7B question 1 oktBB AML/CFT working paper confirms that this

is verified as part of examinations conducted.
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Criterion 16.10- As set out in section 7.4.9 (v) of the CBB AML/CFT Guideline where difficulties

arise in maintaining information with the wire transfer, then all information received from the
ordering financial institution should be retained by the intermediary FI feessahan five years in
accordance with Section 18 of the MLFTA 2011. This measure complies with the requirements of
the criterion including beneficiary information, which is captured under MLFTA section 18 and
supported in CBBO6s A ML) terRaintaig husingss trangaaion fesoeds fori o n
a minimum of 5 years.

Criterion 16.11 Section 7.4.9 (v) requires intermediary Fls to take measures to ensure that all
originator information from all croslsorder transfers remain with the related dstiegtransferaind

thatall information received from the ordering financial institutiorkeptfor at leasfive years in
accordance with Section 18 of the MLFTA

Criterion16.12- Sections 6.0 and 7.0 of the CBB AML/CFT Guidelines require Fls to have risk
based policies and procedures when executing, rejecting or suspending a wire transfers when the
required beneficiary or originator information is missing. Also, as part of the onsite working
programme sheet/questionnaire of the CBB, it is verified whethernecessary policy and
procedures have been implemented.

Criterion 16.13- Section 7.4.9 (vi) of the CBB Guideline requires beneficiary Fls to apply a risk
based system to review transfers for complete originator information. Beneficiary informauadn is
included, but given that it is required to execute the transfer, the necessary information on originator
and beneficiary is in the possession of the beneficiary Fls.

Criterion 16.14 - Section 15 of the MLFTA and section 7 of the CBB AML/CFT Guidelines
indicates all the relevant situations in which CDD must be carried out, including for situations as
describedinder sub criterion 16.14.

Sub criterion 16.15 Sections 6.0, 6.1 and 7.4.9 of the CBB AML/CFT Guidelines requires Fls to
have risk based polies and procedures for determining when to execute, suspend or reject a wire
transfer and the necessary folloyp that must be given. Also, as part of the onsite working
programme sheet/questionnaire of the CBB, it is verified whether the necessary policy a
procedures have been implemented.

Sub criterion 16.16- Schedule 1 of the MLFTA 2011 includes MVTS providers as Fls thereby
subjecting them to the requirements of the MLFTA 2011. However, except for criterion 16.4 which
is set out in the MLFTA 2011, athe requirements of R.16 as detailed above are set out in the CBB
AML/CFT Guideline which is not applicable to MVTS providers, even though (as evidenced during
the onsite assessment) CBB apply the AML/CFT Guidelines for banks to the MVTS. Furthermore,
no further information/comment was presented by Barbados.

Sub criterion 16.17- Schedule 1 of the MLFTA recognizes MVTS as FlIs and there are no specific
guidelines for MVTS to comply with the requirements of sub criterion 16.17. However, given that
MVTS providers fall under the AML/CFT regime for banks and that the requirement to report STRs
is captured under section 23 of the MLFTA which is also applicable to MVTS providers

Criterion 16.18i It is a requirement for FIs per CBB AML/CFT guideline 8.2. to look at the relevant
UN resolutions by inter alia accessing the UNC¢

Weighting and Conclusion

The main deficiencywith the currentmeasuress that he CBB AMU/CFT Guidelines are not
specifically applicable to MVTS (as the Guidelines applicable to commercial banks are applied)
Recommendation 16 is rated largely compliant
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Recommendation 17 Reliance on third parties

This Recommendation (formerly R.9) wase@tPC in the '8 MER since requirements for third
parties and introduced business were only enforceable on the licensees of the CBB and the
Supervisor of Insurance. There was also no requirement for FIs to satisfy themselves that the third
party was reguted and supervised in accordance with Recommendations 23, 24 and 29 and no
indication of authorities determining in which countries third parties that satisfy the conditions of
being regulated and supervised and comply wibib@equirements could be based.

Criterion 17.1- Requirements regarding reliance on third parties are set out in section 7.4.4 of the
CBB AML/CFT Guideline. Ultimate responsibility for customer identification and verification
remains with the licensee relying on third parties. The $eeris required to obtain copies of due
diligence documentation from the introducer prior to the commencement of the business relationship
thereby complying with criteria 17.1 (a) and (b). The licensee ralsst satisfy himself that the
introducer is reguated, supervised or monitored for, and has measures in place for compliance with
CDD and recor&keeping requirements in line with the FATF Recommendations. The exact
requirements are set out in sections 6.4.4 of the FSC AML/CFT Guidelines and sectiohti8.1

IBD AML/CFT Guidelines thereby cover all Fls.

Criterion 17.27 Section 6.6 of the FSC AML/CFT Guidelines encourages and section 7.4 of the
CBB AML/CFT Guidelines requires Fls to consult publicly available information to ensure that they

are aware of countries/territories which may pose highSisktion 13.1 of theBD AML Guidelines

stipulates that the licensee is required to ensure that the quality and effectiveness of supervision and
regul ation i n t he introduceros country of d
Recommendationgiowever |BD AML/CFT Guidelines do not provide for the requirements about

third parties that are part of a financial group.

Criterion 17.3- FIs under the purview of the CBB (AML/CFT Guidelines section 7.4.4) and the

FSC (AML/CFT Guidelines section 6.4.4) are required to apply the same measures when relying on

a third party that is part of the same financial grangmusttake country risk irtonsiderationThis

criterioni s covered in section 13..1 of the |1 BD6s AN

Weighting and Conclusion

The requirement to have regard to information available on the level of country risk is applicable to
Fls under the supervision of tléBB, the FSCand IBD. The deficiencies have been addressed by
revisions in the CBB AML/CFT Guideline and issuance of the FSC AML/CFT Guidelines and the
IBD AML/CFT Guidelines. The new requirements of the Recommendation include a clear
delineation of ultimate sponsibility remaining with the FI and a more flexible approach to-intra
group relianceNo information has been received from the IBD (criterion 17.2) while at the same
time the IBD AML/CFT Guidelines do not provide for the requirements with regardrtbghities

that are part of a financial grouf.herefore, Barbados has been rated largely compliant.
Recommendation 17 is ratedargely compliant.

Recommendation 18 Internal controls and foreign branches and subsidiaries

This Recommendation is@mbination of former R.15 and R. 22. R. 15 was rated PC in"the 3
MER since the legislative provisions for internal controls, compliance and audit did not include
the imposition of penalties and sanctions for failure to comply with the provisions WMas also

no enforceable requirement for the designation of an AML/CFT compliance office at management
level or development of policies and procedures for record retention. Additionally, requirements for
an independent audit function, training in newhtgques and trends in ML and FT, and screening
procedures for new employees were only enforceable on the licensees of the CBB and the Supervisor
of Insurance.
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R. 22 was rated PC since the requirements for FIs to ensure that their foreign branches and
subgdiaries observe AML/CFT measures consistent with the requirements of Barbados and to
inform their home country supervisor when a foreign branch or subsidiary is unable to observe
appropriate AML/CFT measures were only enforceable on the licensees oBiear@ the
Supervisor of Insuranceéilso, there was no requirement for branches and subsidiaries in host
countries to apply the higher standard where the minimum AML/CFT requirements of the home and
host countries differ to the extent that host countrysland regulations permit.

Deficiencies of R. 15 and R. 22 were addressed by revisions in the CBB AML/CFT Guidelines and
the issuance of the FSC AML/CFT Guidelines and the IBD AML/CFT Guidelines. No new
requirements have been included in R. 18.

Criterion 18.1- Section 19 of the MLFTA 2011 requires Fls to develop and implement internal
policies, procedures and controls to combat ML and FT and develop audit functions to evaluate such
policies, procedures and controls. Section 21 of the MLFTA 2011 redtlige¢e make employees
aware of the AML/CFT laws and institutional AML/CFT procedures and policies and provide
training in the recognition of transactions involving ML or FT.

Section 9.0 of the CBB AML/CFT Guideline makes the provision that all licersterild designate

a suitably qualified person at the management level, with the appropriate level of authority, seniority
and independence as Compliance Officer. The duties of the Compliance Officer are also listed. This
section also makes provision fitre internal audit department to carry out reviews to evaluate how
effectively compliance policies are being implemented. Section 11 of the CBB AML/CFT Guideline
stipulates that licensees should establish ongoing employee training programmes targited at
employees but added emphasis on the training of the Compliance Officer and the compliance and
audit staff. Section 12.0 of the CBB AML/CFT Guideline adds that licensees should undertake due
diligence on prospective staff members and develop dotlsed approach to pemployment
screening. The criterion requirements are set out in section 5.0 of the FSC AML/CFT Guidelines
which are applicable to all entities under the supervision of the FSC. The IBD AML Guidelines,
sections 6.0, 8.0, 10.0 and 11.0 whake mention of the requiremeraboutan effective and
independent riskbased oversight function for the appointment of a reporting offadmout
AML/CFT issues and the testing and evaluation of the compliance program.

Criterion 18.2- Financial groupslao mustcomply with the requirements of sub criterion 18.1. as

the CBB FSC and IBD AML/CFT Guidelines also are applicable to them. Section 2 of the CBB
Corporate Governance Guideline requires Fls to kauad and effective measures and systems in
placeto facilitate the generation and exchange of information within the gabaptall areas of

risk. Furthermore, group policies must be adapted to the host country environment. As part of the
CBB onsite working programme, information is requested duringte@m®saminations to verify
compliance. No information was received on this sub criterion from FSC and IBD.

Criterion 18.3- Section 2.0 of the CBB AML/CFT Guideline requires Fls to ensure that their group
policies on AML/CFT are complied with at their foreign branches and majority owned subsidiaries.
Fls should apply the AML/CFT requirements that are higher. Fls are alsoegktmicomply at the
minimum with the MLFTA in case operations are outsourced. Licensees are also required to inform
the CBB and the AMLA if the locally applicable laws and regulations prohibit the implementation
of the AML/CFT Guideline. Section 6 alsagugres that branches and subsidiaries abroad comply at

a minimum with the provisions of the MLFTA. Similar measures are outlined in sections 2 and 5 of
the FSC AML/CFT Guideline. Although the MLFTA requires financial groups to apply AML/CFT
measures congent with home country and host country requirements, contrary to the CBB and FSC
AML/CFT Guidelines, the IBD AML/CFT Guidelines do not specifically address this issue.

Weighting and Conclusion
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The deficiencies include no informatiaboutFls under the quervision of the FSC and IBD on sub
criterion 18.2 and the fact that the IBD AML/CFT Guidelines do not address the requirements of
sub criterion 18.3Recommendation 18 is rated largely compliant

Recommendation 19 Higher-risk countries

This Recommendain ( f ormerly R. 2 1) " Roarsl MERa (R0O®8). THieNC o i
underl ying deficiencies being that FI 6s wer e
relationships with countries that did not sufficiently apply the FATF Recommendationslitiomd

no framework was in place to ensure FIlIO0s wer e
jurisdictions and no countermeasures were issued in situations where business relationships had been
established with such jurisdictiorR. 19 requires thepplication of EDD, where there is a risk, to
transactions and business relationships from countries for which this is called for by the FATF.
Countries are required to inform Fls of possible AML/CFT weaknesses in other countries.

Criterion 19.1- Section 6.4 (Enhanced Due Diligence) of the FSC Guidelines identifies that a
customer relationship may be high risk by virtue of the customers connection to a particular country.
Section 6.6 (Higher Risk Countries) of the FSC Guidelines places agebdraiagat i on on F
ensure that they are aware of higher risk jurisdictions. Sectiqi@t¥anced Due Diligengef the

CBB AML/CFT Guidelines, requires inter alia that licensees should observe (and implement) the
Public Statements issued by FATF and QFAss it relates to business relationships and transactions
with natural and | egal persons and Flb&6s from |
risk assessments. Section 9.1 [Duty of Vigilance] of the IDB AML/CFT Guidelines requites tha
licencees observe Public Statements issued by FATF and CFATF and incorporate this information

in their risk assessments.

Criterion 19.2 - Barbados has not provided evidence that it is positioned to apply risk adjusted
counter measures against high jigksdictions either independently or when requesteith®FATF
to do so.

Criterion 19.3- Section 7.4 [Enhanced Due Diligence] of the CBB AML/CFT Guideline requires
that licensees should observe Public Statements issued by FATF and CFATF and incthiigorate
information into their customer risk assessments. Section 9.1 [Duty of Vigilance] of the IBD
Guidelines requires that licencees observe Public Statements issued by FATF and CFATF and
incorporate this information in the customer risk assessmento8é&cti (Enhanced Due Diligence)

of the FSC6s AML/CFT Guidelines requires that
by FATF and CFATF and take this into consideration when risk rating a customer. Whilst the issued
AML/CFT Guidance requires thebservation (and implementation) of Public Statements issues by
FATF and CFATF there is no evidence that Barbados has measures in place to proactively
communicate its concerns to the regulated sector about deficiencies in the AML/CFT systems of
other counies.

Weighting and Conclusion

Whilst there are requirements to observe (and implement) the Public Statements issued by FATF
and CFATF and to apply EDD when it is determined that a customer is high risk, Barbados has not
put measures in place to enabléoifproactively communicate its concerns to the regulated sector
about deficiencies in the AML/CFT systems of other countries. In addiarbados has not
provided satisfactory evidence that it is positioned to apply risk adjusted counter measurés agains
high risk jurisdictions either independently or when requested by FATF to Besommendation

19 is rated partially compliant.

Recommendation 2D Reporting of suspicious transactions

This Recommendation (for mer Inyd R6.LIC36 arneds peR.t ilv\e
MER. For both Recommendations, the factor underlying the rating was that there was no



requirement to report attempted transactions. Human trafficking, corruption and bribery were not
adequately addressed in legislation adjmate offences. The recommended action was addressed

with the amendment af h e tramgactiondd i n section 2 of the MLFTA
or aborted transactioim terms of the review of the Standard by the FATF, this Recommendation is
unchanged.

181. Asreflected in the FUR, the MLFTA now defines a transaction as including an attempted or aborted
transaction. Included as designated offenagey alia are: {) corryption and bribery under the
Prevention of Corruption Act of 2011; and (ii) participation in an organised criminal group and
racketeering; trafficking in human beings and migrant smuggling; illicit arms trafficking; and
smuggling; in the TOCPCA.

182. Criterion 20.1- Section 23 of the MLFTA requires FIs to report to the FIU in circumstances where
there are reasonable grounds to suspect that funds related to a transaction are the proceeds of a crime,
involve the financing of terrorism or are otherwise suspiciougture The MLFTA however does
not prescribed that such transactions must be reported prompthAML/CFT Guidelines foFIs
and DNFBPs of November 2016equires suspicious activity to be reported forthwith. the
circumstances that the AML/Guidelmare not law, as required for STR reporting obligatitns
the compulsion that Fls repoirthwith is diminished.

183. Criterion 20.2- The MLFTA defines transaction as including an attempted or aborted transaction.
As indicated in criterion 20.Bll sugpicioustransactions should be reported. There is no indication
of a threshold regarding suspicious transactions reporting.

Weighting and Conclusion

184. Fls are required to report all suspicious transact@perthe FATF Standard includinattempted
andabortedtransactions regardless of the amount involved in the transalatiosever there is no
requirement to ensure prompt reportirRgcommendation 20 is rateghartly compliant.

Recommendation 21 Tipping-off and confidentiality

185. Barbadosvas ratedd P ®DHR.21 (formerly R.14) in its'SMER. There were two weaknesses: (1)
MLFTA establishes inconsistent mandatory and voluntary reporting provisions; and (2) immunity
provision under MLFTA is not referable to mandatory reporting provisions. There aigmificant
changes to this Recommendation for the Fourth Round.

186. Criterion 21.1 Section 48.6 of th®LFTA provides that an FI, an officer, employee or agent of the
FI, whilst acting during his employment, or a public authasfyrotected against angt#on, suit or
proceedings in relation to the reporting of suspicious or unusual transactions to the Director. Section
48(6) of the MLFTA extends to actions taken by a public authority, Fl or person pursuant to Section
48(5) and Section 23 or 30.

187. Criterion 21.2.Section 43 of the MLFTA makes tippirajf an offence. Where a person knows or
suspects that an investigation i or TF has been, is being or is about to be made, or an order
has been made or may be made requiring the delivery of production of any document and divulges
that fact, or falsifies, conceals, destroys anything that is material to the investigation, is ganlty of
offence. In addition, section 48(5)(b) extends dffenseof tipping-off to circumstances where a
public authority has information about a suspicious or unusual transaction or a Fl has account
informationthat would otherwise be of assistance in thimreementof the MLTFA. Tipping-off
however, is not explicitly prohibited where STRs and other pertinent information is in the process
of being filed or have not been filed yet with the FIU.

Weighting and Conclusio

188. Thereis a general prohibitiofor theoffence of tippingoff where it is suspected thatianestigation
into ML/FT is being made or is about to be madewever not all STRs result in investigations.
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Further, tippingoff is not applicable wher8TRs or other informatiorare in the process dieing
filed or not yet filed with the FIURecommendation 21 is ratedargely compliant.

Recommendation 22 DNFBPs: Customer due diligence

189. In the 2008 MER, NoiCore Recommendation 12 [Customer Due Diligence] was rated Non
Compliant (NC). The underlyindeficiencies were in respect of the remforcement of Recs 5, 6
8i11 and 17 in respect of those DNFBPOs not re

190. Criterion22.1-Secti on 4 of the MLFTA applies to all [
the applicale CDD requirements.

191. DNFBPs(corporateand trust service provideraje alsaegulated and supervised by the CBB are
subject to the AML/CFT Guideline for &llicenced under the FIs Act CAP. 324A and the
International Financial Services Act Cap. 3Zsuied by the CBB in conjunction with the AML
Pursuant to section 4 of the MLFTA, the Act applies to all {Norancial Business Entities and
Professions as set out in the Second Schedule. As notedlid"tR&IR all categories of DNBPs
are coveredexcept for notaries and other legal gaf si onal s, which based o
cannot provide any financial services on behalf of clients/cust@aterion 10.1ls addressed by
section 18(3) of the MLFTA, whiclequirescustomer account names tohmdd in the true name of
the holder of the accounCriterion 10.2- Section 15 of the MLFTA applies to ndimancial
business entities and professions in Barbados and specifies the identification and verification of
customersFor Criterion 10.3- sectin 15(1) of he MLFTA provides for the identification and
verification of customers by means of reliable documents, data or information from an independent
source Criterion 10.4-Is addressed by section 15(2) and (3hefMLFTA. About criterion 10.5
the identification of the beneficial owner (BO) is addressed by section 15(3) and (4) of théMLFT
Criterion 10.671 Is addressed through the IBD AML/CFT Guideln€riterion 10.7- Is addressed
in part through section 16 of the MLFTA, which requires angalue diligence for every business
arrangement and the close examination of the transactions of the arrangement to ensure that the
transactions are consistent with the knowledge of the relevant customer, his commercial activities,
if any, and risk profé, and where required the source of funds. The criterion is also covered in the
IBD AML/CFT Guidelines Criteria 10.8- Is addressed in the AML/CFT Guidelines of the IBD.
Criterion 10.97 although addressed by the MLFTA, this criterion is not covesethbe IBD
AML/CFT Guidelines. Criterion 10.10- The IBD AML/CFT Guidelines lacks the specificity to
cover this criteria. Criterion 10.11- The AML/CFT Guidelines of the CBB and IBD and the
provisions in thdnternational Trust Act Cap 245 cover CDD fombéciaries of life insurances
policies Criterion 10.12 and 10.18re not applicable in the context of R. 2@riterion 10.14, 10.15
and 10.16Gre met by the IBD and CBB AML/CFT GuidelmeCriterion 10.17The IBD AML/CFT
Guidelines only make mention @nhanced CDD for PEPs and do not containeatensive
description of all possible situations in which Fls must perform enhanced CitBrion 10.18i
The IBD AML/CFT Guidelines clearly indicate in which circumstances, simplified CDD measures
can be applie. Barbados references section 17 of the MLFTA, which provides the authority to make
guidelines to determine the applicability of enhanced or simplified CDD mea@uitesion 10.19
T Addressed, as it is covered by the AML/CFT Guidelines of the @iderion 10.20- Sectiors 15
and 16 of the IBD AML/CFT Guidelines comply with this sub criterion except for the requirement
to prevent tipping off in cases of naompliance with CDD requiremenisnd sections 9.1 of the
IDB AML/CFT guidelines. R.10.6ection9.1 (e) and (f) of the IBD AML/CFT Guidelines do
comply with the requirements of sub criterion 10.7 (b, Section 13.4 of the IBD AML/CFT Guidelines
does take the requirements of sub criterion 10.19 into account Sections 15 and 16 of the IBD
AML/CFT Guiddines comply with this sub criterion (10.20) except for the requirement to prevent
tipping off in cases of nenompliance with CDD requirements.

192. Criterion 22.27 Criterion 11.1is dealt with by section 18 of thdLFTA, which requires the
establishment and maintenance of business transaction records of all business transactions and
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requires that the established records be kept for a period of no less than 5 years from the termination
of the business arrangementloe transactions where the transaction is an occasional transaction or
such longer period as may be specified by the Authofitiese is no specification as to whether the

data is domestic or international, however since the requirement specifies adissusansaction,

this can be inferredCriterion 11.2is addressed by section 18(1) and (2) of the MLFTAe
definition of Obusiness transaction recordod coc
obtained during the CDD process, accourgsfiand business corresponder@sgterion 11.3as

section 4(1) of the MLFTA as amended by the A.T (Amendment) Act-281&ates that the act
applies to DNFBPs in the same way as it appli¢d4o The requirements for record keeping by Fls

are set out irsection 18 of the MLFTACriterion 11.4throughsections 30(2)() (c) and 30(4) of

the MLFTA.

193. Criterion 22.31 Forcriterion 12.1, section 6.4.6 of the IDB AML/CFT Guidelines is relevant about
the requirements in relation to performing CDD requirements on foreign PERsitEdon 12.2
the Authorities reference the IDB AML/CFT Guidelines. Fatecion 12.3 section 6.4.6 of thibB
AML/ CFT Guidelines has similar measur es. The
member séd and 6cl ose associ atesbo.

194. Criterion 22.4- Section 13.2 [Timing and Duration of Verification] of the IDB Guidelines provides
for requirements in terms ofatreceipt of payments in ndace to face relationship&€riterion 15.1
is addressed by section 8 of the IDB AML/CFT Guideline. The requirements of the IDB AML/CFT
Guidelines are for special attention to be paid to new and developing technologies. Atlgljtioa
Authorities have stated that the Board of the AMLA meets monthly to discuss ML/TF risks and
general matters. These discussions inform changes to the relevant AML/CFT legislative framework.
For criterion 15.2, the same sections of the IDB AML/GFidelines discussed are referenced with
emphasis on the part that require risk assessment of new products and risk mitigation about new
products and technologies

195. Criterion 22.5- Criterion17.1sect i on 13. 1 of the | BDO6semeML/ CFT
of criterion 17.2into accountCriterion 17.3 Section 18 [Content of Records] of the Guidelines for
the Detection and Prevention of Money Laundering and Financing of TerrorisRraliidration in
Barbados (for licensees and registrants under the Corporate and Trust Service Providers-Act 2015
2, the International Business Companies Act Cap.77, the Societies with Restricted Liability Act ,
Cap 318B. the Private Trust Companies A2012 22, the Foundations Act 2043 and the
International Trust Act CAP 245), provides that records held by third parties are not regarded to be
in ready retrievable form unless the the third party per se is a regulated entity

Weighting and Conclusion

196. There areCDD requirements for DNFBPs that require identification and verification of customers
using reliable documents and data and ongoing due diligence. Most of the measures to deal with
record keeping and PEPs are present. Measures to addresshmolotgies are in place, while there
are some gaps about reliance on third paf®esommendation 22 is ratedargely compliant.

Recommendation 28 DNFBPs: Other measures

197. Recommendation 23 (f or mer [“MERPecausethe requaesnentsaft e d
the former R. 135, 17 and 21 were not adequately applied to DNFBPs that were not licensed by
the CBB. The MLFTA is applicable to all DNFBPRdferenceSchedule Two of the MLFTA).
DNFBPG6s include | aestate agenis, carporate and truat serviee providers and
dealers irpreciousmetals and stones.

198. Criterion 23.123 of the MLFTA requires DNFBPs to report to the FIU in circumstances where there
are reasonable grounds to suspect that funds relatettaosaction are the proceeds of a crime,
involve the financing of terrorism or are otherwise suspicious in naB&etion 16 of the IDB
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AML/CFT Guidelines also requires the reporting of suspicious transactions to the reporting
authority. The AML/CFT Guiddines for DNFBPs (Real Estate Agents, Attornaysaw,
Accountant and Dealers in Precious Metals and Stones) of November 2016 all require these DNFBPs
to report suspicious activity forthwith.

199. Criterion 23.2 - Criterion 18.1,is partially addressed by a®ns 19 and 21 of the MLFTA, with
section 19 requiring DNFBPs tdevelop and implement internal control policies; functions to
evaluate such policies and a procedure to audit compliance. Section 21 requires DNFBPs to make
employees aware of the laws f@éning to ML and TF and to provide employees with the appropriate
training in the recognition and handling of transactions involWtlg or TF. Section 9 of the
AML/CFT Guidelines forAttorneysatLaw and Accountants and Real Estate Agents and section
10 of the AML/CFT Guidelines for Dealers in Precious Metals outline certain internal controls
including the appointment of a compliance officer at senior management level. Section 8.1 of the
Guidelines for Attorneyat-Law and Accountants and Real Estate Ageaarid section 9.1 of the
Guidelines for Dealers in Precious Metals and Stones underscore the requirement for training on an
ongoing basis as a key component of the requisite internal controls.

200. Criterion 23.3Section 9.1 of the IBD AML/CFTGuidelinesrequr e Fl1 6s t o conduct
diligence when conducting business transactions with persons from jurisdictions designated as high
risk by FATF. However, Barbados has not provided evidence that it is positioned to apply risk
adjusted countermeasures agaihigh risk jurisdictions either independently or at the specific
request of FATF.

201. Criterion 23.4 (R. 21} Section 48 (6) of the MLFTA provides statutory protections for persons who
in accordance with the Act disclose information to the Director whiey teasonably believe may
be of assistance in the enforcement of the 3ettions 43 and 44 of the MLFTA provide for criminal
sanctions against any natural and/or legal persons who prejudice an investigation by way of an
unlawful disclosure.

Weightingand conclusion

202. About R. 23there is no requirement f@arbadodo impose countermeasures independently of a
call by the FATF to do so and the lack of a mechanism for DNFBPs to be advised about weaknesses
in the AML/CFT systems of other countrié&comnendation 23 is rated partiallycompliant

Recommendation 24 Transparency and beneficial ownership of legal persons

203. Recommendation 24 (f or mer'fMWERRbDe usd8rlyingfaaters werat e d
identified asi() the authorities should csider improving the present system for access to beneficial
ownership by establishing a complementing national registry. (ii) the authorities should enact
legislative requirements for legal persons to discB€einformation Since then Barbaddsas
placedan obligaion on service providers to captuteeneficialownershipinformation under the
Corporate (Miscellaneous Provisions) Act 20tBere therevas an amendment to section 170 to
make provisions for registered offices to maintain details pertaining to beneficial owners. The CA
was amended to include 15A to require that a director or authorized officer of a company to certify
in annual return fild that information related to beneficial ownership is maintained at the registered
office of the company. As for exempt insurance companies, IBCs and international SRLs the AML
Guidelines address the requirements for beneficial ownership requirementsh&@h and the
SRL were amended to include referent® a record of the beneficial ownership of companies
incorporated or registered in Barbados or the society receptively.

204. Criterion 24.17 (a) There are legal mechanismswithin Barbados to identify andescribe the
different types, forms and basic features of legal perdelease see T&16 within Immediate
Outcome 5.(b) The processes for the creation of legal personsaibaBos togetherwith the
obtaining and reading of basic an@®O informationall commenceavith CAIPO. Both domestic as
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well as international business companies arenaltbrporatedat CAIPQ and duly incorporated
pursuant tacCOMPA,; thereaftethey are licensed or registered with the other supervisory authorities
such as the CBB, §FSCand thdBD under their respective laws. Barbadoslegal personsiclude

the following (i) Companies limited by shares without nominal or par value which includes
insurance, credit unions; (ii) Foreign Sales Corporations: (iii) Eatezompanies(iv) Societies

with Restricted Liability which include International, Exempt and Domestic; (v) NBrofit
Organisations; (vi) Seggated cell companieand (vii) international business companies which
includes international bank€reationunder WMPA is facilitated bythe signingand sendingf
articles of incorporation to the Registrar of Companlé® Articles includes the basic ownership
information of thecompany to includehe proposed name of the company; the classes and any
maximum number of shagehat the company is authorised to issue; transfer rights of shares of the
company; and the number difectors.The office of the Registrar of Companies is a public office.
Basic ownership informatioas filed pursuant to section 366the COMPAmMustbe maintainecn

the Register of Companies iwhich the nameof corporationthat is incorporated, continued,
registered, restored and not subsequently struck off the register. Sectant896 OMP Aprovides

that upon the payment of a prescribed fgmeeson shall be entitled to make copies of or extracts
from a document required by the Act or the regulations to be submitted to the Registrar, with one
exceptionwhich is not material to this assessmehtcordingly, taking into consideration the
provisian in section 395 OMPA where the name of the company and the Articles of Incorporation
are submitted at incorporation and kept on the Register, such information constitutes BO
information, this information is therefore publicly available.

205. Section 170 bthe COMPA specifies that tt@ompany shall prepare and maintain at its registered
office records containingrticles and the blaws as amended, register of shareholders, register of
debenture holders, register showing the name and the latest knowssaafdzach person to whom
the privileges, options or rights have been granted. Other than information contained in the
Registrards Register pur suant to section 395
information, all other information related tegal persons are held pursuant to section 170 of the
COMPA. For BO information, such information is
such information is not required to be held publically. Notwithstanding, section 175(4) of the
COMPA povides that any person may, during the usual business hours of the company and upon
payment of a reasonable fee examine the records of the company referred to in section 170 of the
COMPA, such accessconstitutes private availability. Consequently theeraéshanism to obtain
and record beneficial ownership information.

206. Barbados has legal mechanisms to identify and describe the different types, forms and basic feature
of legal persons. In addition there are legal processes which mandate the creatiahpafrsems.
There are also legal processes for obtaining and recording the basic and BO information. All types
of legal persons are required to register with the Company Registry which provides formation
information on its website. Basic ownership inforimatis publicly available. BO information is
available through the AML/CFT obligations of FIs and DNFBPs. Consequently, information on BO
information that is obtained and recorded however it is not publicly available as this is not required.

207. Criterion 24271 Barbados submitted a NRA dated 30 June 2016. However, this was determined to
be limited in scope and did not demonstrate that it dedicated specified attention to ML/TF risks
associated with all types of legal persons that can be formed in Barbados.

208. Criterion 24.3 i1 The Register of Companies which is maintained with CAIPO contains basic
ownership information as discussed above in criterion 24.1. The Notice of Address of Registered
Office are compulsory filings at the stage of incorporation/registratnohmay be inspected at the
Corporate Registry which is a public record. The COMPA also provides for the extraction of copies
of the records on payment of a fee.
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209. Criterion 24.47 The supervisory authorities are the CBB, and CAIPO who both have the legislative
authority to mandate the relevant sectors to maintain a register of shareholders at the register office
of the company. With respect to the CBB, section 13 of the FIA denthatlbcensees submit to
the CBB, at the beginning of each year, a list of all shareholders holding more than 5% of its stated
capital, and that any changes to that list be also submitted as determined by the CBB. Section 7 of
the IFSA requires that appéints give the names and addresses of the shareholders and the number
of shares directly or indirectly held by them. Under Section 13 of the IFSA, no transfer of shares can
take place without the approval of the CBB. With respect to CAIPO, the requirenmeaintain the
register is treated with at section 170 of the COMPA and section 24 of the SWRLA. As for where
the information is maintained, where section 170 of the COMPA permits the discretion to maintain
the record fiéat someighheedpbgcehendBaebados d
an alternative location contrary to the requirements of the Recommendation. The Recommendation
requires that the company registry be notified of the location of the register, however this provision
does notexpressly mandate the notification of the Registrar should the directors of the company
determine to keep the documents in any other location in Barbados.

210. Criterion 24.51 The supervisory authorities the CBB and the CAIPO have the legislative authority
to mandate accurate and timely information. With respect to the CBB the following are relevant:
section 4.4.2 of the Corporate Governance Guidelines requires all licensees to notify the CBB of any
changes in directors within (14) days; section 45 of the ¢dmpels all its licensees to submit
annually a list containing the full and correct names of all directors. Under section 6 of the IFSA,
any changes in the place of business must be approved by the CBB; section 49 of the IFSA makes
it an annual obligatiofor licensees to report on the names of its directors. With respect to the CAIPO
() the information referred to in 24.3, companies are required to file with the Registrar a Notice of
Changes of registered details with thirty (30) days of that changjee levent of notompliance,
provision has been made under the 2015 amendment for the imposition of a BDS$100 penalty. (ii)
with respect to the information referred to at criterion 24.4, in the prescribed form (Form35) for the
filing of an Annual Returrthe Officer of the company must certify that the company has maintained
at its Registered Office the records of the company including the records pertaining to beneficial
ownership. An Annual Return must be filed on or before tieJahuary in respect tDomestic
Companies and*1April in the case of External Companide legal mechanism relied on is an
annual attestation/filing, as such this mitigates against the public register being accurate and updated
on a timely basis.

211. Criterion 24.61 The Authoities have provided various citations to address this issue. Based on the
citations provided, Barbados has given effect to thiscsitérion by implementing (b) of the sub
criterion in that there is the legal requirement for companies to oB@imfromation. However,
while there is a requirement to obtain BO information, there is no express legal requirement to hold
the said information wo date Further the annual filing requirement does not achive the
requirement in the present legal formulationeTiirisdiction has given effect to the scititerion as
follows: section 170 of the COMPA, mandates that companies maintain at the registered office a
record of shareholders with a statement of the number of shares held by eaclB&ag]wie holds
the shareholders. However, there the provision in section 175 of the COMPA to hold such
information at a location which the director of the company may determine, limits the requirement
that the information is kept at a specified locatione BB Guideline, section 7.2, requires an
understanding of the ownership and control structure of the customer and the requirement to procure
information onBO as per the FIA, IFSA and the MLFTAowever there is no dual requirement to
keep the informationp to date.

212. Criterion 24.77 FIA licensees are required to submit annually a list of shareholders in accordance
with section 13 of the FIA. This measure does not address the issue of the BO information being as
accurate and up-date as possible as amnaial filing is not an instantaneous update as is
contemplated by the criterion. Changes in significant interest in a FIA licensee are addressed at
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section 1Mf the FIA,which must be appr@dof the Minister, but this is limited to Barbados banks

only ard not all other Fls. Declarations made by IFSA licensees under section 7 of the IFSA must
be kept updated by the operation of Section 13 of the IFSA. These references are appBfable to

as they relate to shares/share structure and prior permissionuitwiles also cited section 16 of

the MLFTA, which is the ongoing due diligence measure, however this does not directly address the
issue of accurate andtip-date BO information. Section I8 theFIA is referenced as containing

a threshold reportingfd% or more of stated capital for internal ongoing monitoring purposes
However, when the section is read it does not disclose monitoring which occurs simultaneous with
the changes especially when the ongoing monitoring is premised on the annual fliogratition
precedent. In other words, unless there is an annual filing disclosing a change there is no trigger
mechanism to require accurate anetoydate information. However, the inclusion of the Minister
providing approval of the change allows foca@ate and updated informatiohhere is also the
observation that there is an absence of an ex
is in keeping with the FATF definition. In so doing this absence of the underlying definition may
render sme of the BO information being maintained to be unable to satisfy this critical criterion to
keeping such information accurate andtojolate as possible.

Criterion 24.8i1 This criterion is not satisfied where it is the position that since entities rauestsh
licensed corporate service provider, who is mandated to keep ulB@abeformation then such
information is always accessible to the regulator. The issue for the criterion is competent authorities
such as the FIU, having access, this is opposeegidators. In respect of subcriterion (a) there is

no express requiremefur natural person to be authorized and accountable to competent authorities
for providing basic andBO information and giving further assistance; (b) there is no express
requirementhata DNFBP authorized and accountable to competent authorities for providing basic
andBO information and giving further assistance; (c) no other specific measures were articulated.
The legal frameworkhereforedoes not permit the direct reach and access as is contemplated by the
criterion.

Criterion 24.97 Pursuant to section 383 of the COMPA company records are required to be retained
for six (6) years following the dissolution of a company. Further, putdoasection 18 of the
MLFTA business transaction records are to be maintained for at least (5) years from the termination
of the business arrangement. This therefore covers both the domestic and international sector.
However the provision is restricted the entities that are subject to the COMPA, therefore not all
persons, authorities, entities and the company itself (its administrators liquidators) are required to
maintain the records for a similar periasl contemplated to satisfy the criterion.

Criterion 24.10- In the event of nomooperation by a company official in the production of BO
information this may be addressed particularly by law enforcement authorities through the process
of the Court. It is noted that the legal process has its inhéedats which mitigates against timely
access. The Authorities have noted that pursuant to setion 53 of the IFSA the competent authority
has power to access books and records.

Criterion 24.11- Within the governing law of the CBB and the CAIPO bealares are prohibited
pursuant teection 29 (2) ofhe COMPA where no company may issue bearer shares or bearer share
certificates. Section 7.4.7 of the CBB AML/CFT Guideline requires FIs which have foreign
customers that issue bearer shares, to imnzeltiie shares as a means of monitoring the identity of

the owners of such companies. Barbados therefore has a combined approach of prohibiting bearer
shares and immobilising bearer shares.

Criterion 24.127 The legislative framework for legal entities pites for the existence and
functions of proxies as outlined in Part | Division F of the COMPA. Proxy shareholders are required
to hold ownership information on domestic and international companies. However, there is no dual
obligation within the COMPA tdalisclose the identity of the hominator to the Regidtrait to be
included in the relevant Regist&mtities providing these services (proxy) are therefore required to
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become licensed under the CTSPA. However@i SPAdoes not contain a provision tcandate

the maintenance of nominator information nor a proviso to make this information available to the
Registrar. Neither doethe MLTFA have an obligation to make those BO information records
specific to nominators, available to the Registrar.

Criterion 24.13- With respect to CAIPO, within the COMPA, there is an absence of penalties for

legal persons such as the the striking off the Register. There is also the absence in law of graduated

administrative sanctions moving from a suspension to revoaatticzence for legal persons.

Criterion 24.1471 (a) and (b)Section 44 of FIA permits the CBB to disclose information to any
supetrvisory or regulatory authority of Fls in Barbados, while sectiaf the FIApermits sharing

of information to anyappropriate authority outside Barbados, provided there is a reciprocal
arrangement with that authority for the exchange of information. The CBB has also entered
Memoranda of Understanding with relevant competent authorities outside of Barbados fomipe shar
of information. Further, section 5§ the IFSA enables the CBB to request any information from
appropriate authorities in any country where the holding company, parent cqorapamy other
shareholder company is located. Section$ 20 of the MLFTAallows the AMLA to disseminate
relevant information within or outside Barbados, communicate information to any national FIU of a
foreign state or public authority and to receive disclosures of information from any source. However
in respect to the subdstion (a) and (b) based on the legal framework just cited, the extent to which
BO information can be exchanged is still unclear, this includes the exchange of information on
shareholders. (c) There has not been any specific information of competenitiasthising their
investigative powers, pursuant to the law to obBfninformation on behalf of foreign counterparts.
Consequently, although the above stated measures do provide for an exchange of infdhmation,
requirement of this sub criterion is tt@untries should rapidly provide international cooperation,
and the information provided does not mandate rapid sharing of information.

Criterion 24.15- There is no information that Barbados monitors the quality of assistance it receives
from other coutries in response to requests for basic and BO information or requests for assistance
in locating beneficial owners residing abroad.

Weighting and conclusions

In this Fourth Round, mutual evaluation, Barbados has the legal framework wherein all service
providers engaged in the business of providing corporate services by being subject to the CTSPA
and the MLFTA are mandated to obtain and keep of records of BO informB#sit company
information is publicly available during the usual business hours aod the payment of a
reasonable feddowever, vhere the ©MPA permits the discretion to maintain the record at some
other place in Barbados designated by the directors of the company provides an alternative location
contrary to the requirements of tiiecanmendation. TheRecommendation requires that the
company registry be notified of the location of the register, however this provision does not expressly
mandate the notification of the Registrar should the directors of the company determine to keep the
doauments in any other location. The stated penalty in respect of the filing of annual return, is not
dissuasive and this will arguably mitigate against having accurate and updated records on a timely
basis. The legal and supervisory framework does not teilithe direct reach and access of
competent authorities as is contemplated by the criterion, although there exists MOUs between the
authorities which could facilitate the sharing of information. The rapid sharing of basic and BO
information to facilitateinternational cooperation is not explicRecommendation 24 is rated
Partially Compliant

Recommendation 25 Transparency and beneficial ownership of legal arrangements

Recommendation 25 (formerly R. 34) was rated
the rating were that international trusts supervised by the Ministry of Economic Affairs and
Development, lawyers and accountants were not subject to measunmesnitoring and ensuring
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compliance with AML/CFT requirements i.e. retention of beneficial ownership and control
information. In 2013, the CBB and AMLA issued AML/CFT guidelines forlkt®nsed under FIA

, and the IFSAGuidelines are enforceable withime jurisdiction. Since then, Barbados placed the
onus on service providers to obtain and maintain BO information. Further the monitoring and
supervision is conducted by the FSC having been given the legislative mandate under the ITA.

There are legal ethanisms within Barbados to identify and describe the different types, forms and
basic features of legal arrangements in Barbados. Please see Table 16 within Immediate Outcome 5.
There are both domestic as well as international trust companies incaipordéx CAIPO and then
regulated and supervisdd the instance of international trubly IBD. In Barbados, legal persons
include the following (i) international trust which includes offshore trusts; (ii) domestic trust; and

(iii) private trusts. Creatimunder ITA- A trustee of an international trust created in Barbados shall

file with the Director of the IBD Division the following to aid in its registration: (a) a copy of the
instrument creating the trust and copies of any other instrument amendsugplementing the
instrument; (b) a register in which the following information is set out: the name of the settlor, a
summary of the purposes of the trust, the name of the protector of the trust, and such documents as
are necessary to show the truefinial position of the trust. This information is confidential and not
available to the public; (ii) Domestic trust and (iii) Private trust; (iv) Foundations (v) Partnerships.

Criterion 25.1- (@) By a combination of AML/CFT Guidelines, section 12.2 fnwhich the CBB

and, IBD operate and also in accordance with the statutes (the FIA & IFSA) trustees of express trusts
are mandated to hold and maintain current information on the settlor, beneficiaries, controllers and
trustees, this is to the extent thdtp@rsons and institutions implement all reasonable measures to
determine the ultimate BO information related to any Trust for which they act. (b)The AML/CFT
Guidelines mandate the holding of basic information on professionals to include lawyers oeany oth
service provider who acts on behalf of the Trust. This is squarely within the requirement of the
criterion. (c) Professional trustees are required to maintain information for a minimum of five years
pursuant to the AML/CFT Guidelines, section 17.

Criterion 25.27With respect to the CBB, section 7.4.1 of the Guideline requires ongoing due
diligence to be applied to keep abreast of changes to any of the parties of the trust. With respect to
the IBD, section 13.7 of the Guidelinesjuire periodicaberification checks when transactions are
subsequently undertakeRurther, the IBD Guideline at section 12.2 requires: all persons and
institutions to implement all reasonable measures to determine the ultimate BO information related
to any trust for which theact. Section 17 of the IBD Guideline provides that to demonstrate
compliance with the MLFTA and to allow for timely access to records by the IBD or the Reporting
Authority, licensees should establish a document retention policy that provides for ttenaraie

of a broad spectrum of records to include (a) entry records; (b) ledger records; (c) supporting records
These measurdacilitatethe maintenance @iccurate and ufp-date information.

Criterion 25.3- ThelIBD Guidelines mandate that trustest®uld disclose their status to FIs and
DNFBPs when forming business relationships or carrying out an occasional transaction above the
t hhreshol d. The | DB Gui del i nes, provi dwhere t hat
provided to an internatioh&rust or private trust company, acting as corporate and/or individual
trustee, such fiduciaries should comply with the Guidelines, which include verificatubelient
acceptance procedures. More particularly, IDB Guideline provides that service psostdeld

obtain satisfactory references in accordance with the party giving the instructions for the engagement
or appointment of a new trustees well as satisfying itself that assets settled into the trust are not or
were not made as part of a crimirmalillegal transaction to dispose of assets. The general legal
obligations pursuant to the MLFTA together with the Guidelines for legal arrangements support the
express obligation for trustees to disclose their status to FIs and DNFBPs, and thereiisraeat

for occasional transactions to also require such information.
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Criterion 25.4- With respect to the CBB, trustees that are licensees under the FIA and the IFSA are
subject to compliance with information disclosures. Sectioof 18e FIA and seatin 7 of the IFSA
provide the powers necessary to obtain informatioBOrf any corporate vehicle. With respect to

the IDB, as the competent authority sectioroRPelTA provides for disclosure subject to an order

of the Court, in any civil or crimingdroceedings, where such disclosure of information refers to any
information relatitg to the trust generally. This section will also be applicable to FIs and DNFBPs,
which includes information on beneficiaries of the trust, and any other matter ordbpagting an
international trust. As such the law does not prohibit trustees from providing information to
competent authorities, however there is no legal requirement for providing Fls and DNFBPs
information on beneficial ownership and assets held undeagement.

Criterion 25.51 With respect to the CBB, as a competent authority, pursuant to the CBB Act and
the AML/CFT Guidelines licensees must provide any information requested by the CBB. With
respect to the IBD, as a competent authority, trusteessggensible for maintaining the information

that can be held by a common authority. Part IV of the CTSPA gives the Director of the IBD the
power to request any information from the service provider (trustee of international trust). With
respect to law enfcement authorities, as a compentent authority, there is no information regarding
their access powers to obtan timely access to information held by trustees and other parties (Fls and
DNFBPs in particular) to include information on (a) beneficial owriprs(b) the residence of
trustees; (c) any assets held or managed by FIs and DNFBPs in relation to trustee business.

Criterion 25.61 Section 28 of the ITA permits the disclosure of confidential information pursuant

to the terms of the internationalist, a Court ordeor with the written permission of the beneficiary
However for (a) this section does not satisfy the requirement to facilitate access by foreign
counterparts to basic information held byistties or domestic authoritiesd for (b) itdoes not

satisfy the requirement to have the exchavfggomestically available information on trust or other

legal arrangements and (¢) competent authorities may use their investigative power and Petition the
Court seeking an order to obtd® on beh# of their foreign counterparts.

Criterion 25.71 (a) The CBB under section 107 the FIA, and section 56 of the IFSA provides

that should a licensee that is a trustee fail to produce any information required by the CBB, that
licensee would be guiltyf@n offence and liable on summary conviction to a fine of BDS$25,000
plus BDS$5,000 daily for each day that the breach continues, (&hWBDS$2,500 daily for each

day that the offence continues (IFSA). Furfiparsuant to section 13 of the IThere drustee of

an internationatrust created in Barbaddails to keep a copy of thirust instrument and copies of

any other instrument amending or supplementing the instrument or a register which particularises
specific details of the trust, gefusesto allow a person to inspect the instrument, register or
documents, or deed, allow an inspectiomf the of the creation instruments,makes, or authorises

the making of, any a false statement that he knows to bediatdees not believe to be true; that
personis guilty of an offence and is liable to on summary conviction to a fine of BDS$10,000. In
addition to such fine the Court may order and has the discretion to order the trustee to cease to be a
trustee of international necharitable purpose trust®r 2 years. (b) It is noted that the
aforementioned sanctions are all criminal in nature, however the quantum and the daily application
facilitate the same being dissuasive and proportionate.

Criterion 25.8- Barbados has proportionate, dissuasive samgtboth criminal and administrative

for failing to grant competent authorities timely access to information regardingitesstibedy

the FIA and IFSAIn addition section 30(5) of the MLFT Avrescribeshat failure of &1 to provide
information on a timely basis may result in suspension of its licence. The license may also be
suspended under Section 31(5) of the MLFTA for failure to comply with a request of an officer
authorized to inspect its record. Pursuant to secBaf the ITA where a trustee of an international

trust created under sectionfills to comply with refuses to allow a person to inspect the instrument,
register or documentsgny deedor register or makes, or authorises the making of, any a false
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statenent that he knows to be false or does not believe to be true, he is guilty of an offence and is
liable to on summary conviction to a fine of BDS$10,000, and in addition to such fine the Court
may order The Court alsdhas the discretion to order the tess to cease to be a trustee of
international norcharitable purpose trusts for 2 years.

Weighting and Conclusions

In 2013, the CBB and AMLA issued AML/CFT guidelines for Fls Licensed under the FIA and the
IFSA. In 2015, the IBD and AMLA issued AML/CFTuglelines for Licensees and Registrants under

the CMTSPA the IBCA, the SRLA, the PTCA, FA and ITA. IDB Guideline provides that service
providers should obtain satisfactory references in accordance with the party giving the instructions
for the engagementr @ppointment of a new trustee; as well as satisfying itself that assets settled
into the trust are not or were not made as part of a criminal or illegal transaction to dispose of assets.
While, there is no clear obligation in terms of measures when ggroyt an occasional transaction
above the threshold for trustees, the general legal obligations pursuant to the MLFTA together with
the Guidelines for legal arrangements support this aspect of the Recommendation being satisfied.
With respect to the IDBas the competent authority, the ITA provides for disclosure subject to an
order of the Court, in any civil or criminal proceedings, where such disclosure of information refers
to any information relation to the trust generally. This section will alsgpkcable to Fls and
DNFBPs, which includes information on beneficiaries of the trust, and any other matter or thing
respecting an international trust. There are also included in the legal framework penalties for
breaches by trusteeRecommendation 25 isated largely compliant.

Recommendation 26 Regulation and supervision of FIs

This Recommendation, formerly R. 23 was rated PC in th#1BR. Underlying this rating it was

noted that the Securities Commission (SC) had no power of approval over awoésgnificant

or controlling interests of its licensees. It was further noted that the SC was not required to use fit
and proper criteria in approving directors, senior management and ownership of significant or
controlling interests of their licenseds was also noted that MVTS were not subject to effective
systems for monitoring and ensuring compliance with national AML/CFT requirements.

The FSC as the current relevant supervisory authority has a fit and proper framework in place. MVTS
are currently registered and supervised. Barbados has advised that MVTS will be licenced in due
course.

Recommendation 26 [Regulation and Supervisiongifias issued in 2012 and includes additional
requirements with respect to the establishment or continued operation of shell banks.

Criterion 26.1- Section 8 (1) of the MLFTA designates the AMLA to monitor and supervise all Fls

in accordance with thedh The FSC was established in 2011 by the FSCA to regulate and supervise
nonbank FI s. FI 6s are defined in schedule two
Insurance Act, CAP .308A, the INSA CAP. 310, the Occupational Benefits Act CABES 8t
Securities Act, CAP 318A and the Mutual Funds Act, CAP. 320B. The CBA 2012 designates the
CBB as the competent authority to supervise commercial banks, trust companies, merchant banks,
finance companies and international banks.

Criterion 26.2- Section 4.1 of the FIA provides that subject to Part 11l of the FIA and the Offshore
Banking Act no person may carry on banking business in Barbados without a licence issued under
Part Il of the FIA. Section 24 provides that no person other than a bankdit undethe FIA shall

carry on the business of a trust company a finance congaaynerchant bank without a licence
issued under Part IBection 5 (1) of th&=SA provides that no person shall carry on any international
financial service in or frorwithin Barbados at any time when that person is not a licensee under the
IFSA. Section 6 (1) of the FSCA provides that no person shall operate any business which is
regulated under any of the specified enactments without first applying to the FSC tisteeae@r
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to obtain a licence. Bureau de change services are licensed by the CBB under the FIA. In this context,
all Fls which are subject to the Core Principles are licenced. Barbados has confirmed that it does not
permit the establishment or operatidrsbell banks. MVTS are currently registered and supervised

by the CBB and Barbados has advised that MVTS will be licenced in due .course

Criterion 26.3-The CBB6s fAFramework 0@0¥ bkietaenoiung tdfe
licensing persons undére FIA and the IFSA. Section 3 (Licensing) requires an assessment of the
fitness and propriety of the shareholders, including the ultimate BOs, proposed directors and their
alternates and executive officers. Section 10 of the FIA requires Ministerialvappr respect of a

person holding 10% + of a bank incorporated in Barbados. In granting Ministerial approval, the
Minister will apply the fit and proper conditions as set out in section 10 (2) of the FIA. The CBB has
indicated it reserves the right todertake due diligence on any shareholder and that this has been
done in the past.

Section 7 (1) of the IFSA requires the provision by the applicant of shareholder details and Section
13 (1) (v) requires Ministerial approval to the transfer of any sh&exstion 13 (4) of the IFSA
requires Ministerial approval in respect of a person holding 10% of an entity (licensed under the
IFSA). Section 9 of the IFSA provides a general power (but not an obligation) allowing the Minister
to examine the financial statwand history of the applicant and any of its directors, associates or
affiliates. Section 46 of the MLFTA provides that a person convicted of an indictable offence under
the MLFTA (or a similar offence committed abroad) may not be licensed to carry budiness of

a licensed FI. Section 6 (1) FSCA provides that no person shall operate any business which is
regulated under any of the specified enactments without first being licensed by the FSC. Section 6
(3) requires that a person be fit and proper terae a financial services business. The above
measures apply to shareholders and the management of Fls.

Criterion 26.4- The CBB supervises onshore and offshore Commercial Banks and Trust and Finance
Companies and Merchant Banks. All banks in Barbadosh@e and offshore) are foreign owned.

The CBBis the home state supervisor for one banking group and has evidenced that this group is
supervised in accordance with the Basel Core Principles and subject to consolidated supervision
MVTS are currently regtered with the CBB with legislation pending to formally license MVTSs.

The CBB has risk rated the MVTS sector and assessed it as low risk and supervises the sector
pursuant to an MOU with the AMLA.

The FSC and the CBB have advised that FIs wheagect to the IAIS, IOSCO and Basel core
principles are regulated and supervised and subject to consolidated supervision. However, it was not
evident to the Assessors that consolidated supervision included AML/CFT.

Criterion 26.5- The CBB and the FSC nduct risk assessments at the sector and Fl levels. The risk
assessment process is supplemented by an ongoing data calls and the collation of information
directly relevant to the key risk indicators.

Criterion 26.6- The CBB and the FSC update individilrisk assessments on a periodic basis
using information received from various sources e.g. internal audit reports, AML/CFT reviews,
board reports and when specific trigger events occur.

Weighting and Conclusion

The CBB and the FSC have completed sector and FI risk assessments and these are updated
periodically and generally inform the onsite supervisory programme. Whilst the FSC continues to
develop and improve its risk assessment framework the Assessors leneia ¢hat the focus by

the FSC on the largest FIs across each sector may not fully reflect the varied composition of the
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sectors. This could compromise the integrity of the sector risk profiles and the supervision
methodologyRecommendation 26 is ratecdompliant.

Recommendatior271 Powers of supervisors

Criterion 27.1- The CBB isdefined in Part Il of the Third Schedule of the MLFTA 2011 as a
regulatory authority with supervisory powers. Section 47 of the FIA and section 53 of the IFSA
provides theCBB with the legal basis to perform onsite examinations in case it is needed. Section 4
of the FSC Act provides general authority for the FSC to supervise and regulate the operation of FIs.
Section 37 of the MLFTA gives both the FSC and CBB the legal atytho determine if FIs under

their purview are incompliance with AML/CFT requirements. Under section 8(1) of the MLFTA,
AMLA is also authorised to monitor and supervise entities (including Fls) undsaith&ILFTA

Criterion 27.2- Section 31 of the MLFTA provides for designated supervisory authorities to conduct
onsite inspections to determine whether a financial institution follows the provisions of the Act.
Section 47 of the FIA provides for the CBB to examine or cause an examitabe made by any

of its officers or any person authorised by it, of the affairs of each licensee as it considers necessary.
Section 53 of the IFSA also provides that the CBB can conduct an examination of a licensee to
determine whether the provision§ the Act (or associated regulations) are being complied with.
Section 14 (1) (ii) of the FSC Act provides that the FSC may conduct an onsite visit to determine
compliance with the MLFTA and associated AML/CFT guidelines.

Criterion 27.3- Although Sedbn 31 of the MLFTA provides broad powers of entry and inspection
and allows for the copy of any relevant documents it does not provide broad authority to compel the
production of information. However, section 48 of the FIA provides that the CBB can camypel
auditor, director, employee or affiliate of a licensee to furnish such information as the CBB may
consider necessary for the purposes of the examination. Compliance with AML/CFT requirements
are provided for by sections 37 (1), 37(2) and 37(4) ofMh&TA. Section 52 provides broad
powers in respect of the inspection of the books of holding companies. Section 15 of the FSCA
provides the FSC with a broad power to compel the production of documents and information.

Criterion 27.4 Criminal penaltiesfor breaches of the provisions of individual AML/CFT
requirements are stipulated in the MLFTA. The offenders can be referred by the supervisory
authorities to law enforcement. Additionally, sect&f to 59 of the FIA and section 57 of IFSA

gives superviary authorities the power to impose supervisory sanctions when they consider a
licenseds engaging in unsound financial praeti(including AML/CFT breachesBanctions under

the FIA include requiring the FI to cease the unsound practice and take &iprapnedial action,
restrict transactions for a specified period,
month or seize management and control of the licensee.

Section 57 of the IFSA allows for the CBB to require the FI to take irrateecemedial action or to

appoint a person to advise the FI on remedi al
more than three months. Failure to take remedial action or desist from the behaviour which resulted
in suspensioncanleadtovre cat i on of the FIlIO6s |licence.

Neither the FIA or the IFSA impose pecuniary sanctions. Howeeetions 34 to 36 of the MLFTA
impose sanctions in cases where an Fl has failed to compitivéitrequirements of the MLFTA,

any AML/CFT guidelines or directes issued by the AMLA. Sanctions includssuing a warning

or reprimang giving a directive imposing an initial penalty of BDS$5,000 (US$2.500) for an
offence and an additional penalty of BDS$500 (US$250) for each day that a Fl fails to cease the
penali®d activity or take remedial measyresrecommending to the appropriate licensing authority

the suspension of any or all activities of the FI or the revocation of the licence of the FI. While the
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