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Executive Summary

1. This report summarises the AML/CFT measures in place in St. Kitts and Nevis as at the date of
the on-site visit during March 15th — 26th, 2021. It analyses the level of compliance with the
FATF 40 Recommendations and the level of effectiveness of St. Kitts and Nevis’” AML/CFT
system and provides recommendations on how the system could be strengthened.

Key Findings

a) St. Kitts and Nevis has a limited understanding of its Money Laundering (ML) risk based on
its National Risk Assessment (NRA), which was conducted in 2018-2019 and an NRA follow-
up in 2020-2021which allowed the country to identify areas where further actions were
necessary to improve the AML/CFT framework, reduce vulnerability to ML/TF risks and
allocate national resources to mitigate against these risks. The NRA was not comprehensive
as it did not fully consider the risks from external funds flows resulting from St. Kitts and
Nevis being a small international financial centre. There was a lack of consideration of
international predicate crimes with funds flowing through or remaining in the jurisdiction and
the risks associated with legal persons and legal arrangements were not identified.

b) The risk of Terrorist Financing (TF) was not fully considered as the NRA did not include
consideration of relevant information, such as the cross-border movement of cash and bearer-
negotiable instruments (BNIs) through Customs and Excise Department (CED) and the
financial flows (including wire transfers) through the international financial sector.

c) St. Kitts and Nevis did not have a national policy objective for the confiscation of criminal
proceeds, instrumentalities, and property of equivalent value for ML until March 2021.The
legislative infrastructure was amended to allow for civil forfeiture. The White-Collar Crimes
Unit (WCCU) pursues confiscation of criminal proceeds and property only where major cases
of predicate offences had been identified and assets are available for confiscation in the event
of a conviction. Confiscation of proceeds and instrumentalities of crime are exceptionally low
in St. Kitts and Nevis.

d) The level of Suspicious Transaction Reporting (STR) is low and not consistent with the risk
rating of the reporting sectors identified in the NRA.

e) The WCCU conducted 12 ML investigations for the period. A comparison of the number of
predicate offences for 2019 (725) and 2020 (426) with the number of ML investigations of six
(6) for each year highlights the low level of ML investigations. There have been no ML
convictions in St. Kitts and Nevis.
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f) The level of knowledge and understanding of TF within the St. Kitts and Nevis by Fls and
especially the Designated Non-Financial Business and Professions (DNFBPs) and some
competent authorities (CASs) is limited. However, there had been two (2) investigations into
suspected TF cases which had not revealed any illicit activity within St. Kitts and Nevis.

g) The Anti-Terrorism Amendment Act (ATAA) provides for the implementation of TFS without
delay. Due to the recent enactment of the ATAA the private sector was not aware of the
requirement to deprive a listed person or entity of their assets without delay when a match is
identified. Although AML/CFT training has been provided to the FIs and DNFBPS in St. Kitts
and Nevis, there is still a lack of understanding of TF in the sector and a lack of knowledge of
reporting requirements.

h) There are adequate licensing requirements including fit and proper obligations, for most Fls
including banks, insurance, credit unions and MSBs. In St. Kitts fit and proper for domestic
insurance and MSBs does not include BO. Among DNFBPs, there is adequate licensing
requirements for TCSPs and casinos however, implementation of a framework to supervise for
other categories of DNFBPs was to commence.

i) The FSRC has examined FIs and DNFBPs (mostly TCSPs and gaming entities) for compliance
with their AML/CFT obligations. However, it is difficult to determine the level to which these
examinations are based on ML/TF risks. The FSRCs risked based supervisory framework is
geared primarily towards prudential supervision and prudential concerns while AML/CFT is
a subsidiary concern.

j) Fls with regional or international presence demonstrated more developed understanding of
ML/TF risks and implementation of AML/CFT obligations. Other entities and DNFBPs
displayed a lower level of understanding of ML/TF risks and AML/CFT obligations.

k) St. Kitts and Nevis can provide a wide range of mutual legal assistance (MLA) and extradition,
and the jurisdiction is sufficiently empowered to seek MLA through agreements and
Memoranda of Understanding (MOUSs). It is possible for some CAs to exchange information
in the absence of agreements or MOUSs in place with other jurisdictions. St. Kitts and Nevis
has mechanisms that allow for the exchange beneficial of ownership information.

1) Comprehensive statistics were not provided by the relevant CAs involved in the processing of
MLA and extradition requests which shows that they do not possess efficient case management
systems.

m) St. Kitts and Nevis did not seek legal assistance for international co-operation to pursue ML
cases which have transnational elements during 2017 to 2020.

n) St. Kitts and Nevis has implemented mechanisms to ensure that basic information on the types
and forms of legal persons and arrangements is publicly available. Vulnerabilities for legal
persons and legal arrangements have not been formally identified. Companies are subjected to
robust incorporation procedures by the registries to validate information submitted by the
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entities and as a matter of practice the services of the TCSP/registered agents must be utilise
for the incorporation of a legal person and legal arrangement in St. Kitts and Nevis. TCSPs as
the main company formation agents are required to maintain accurate and up to date beneficial
ownership information.

Risks and General Situation

2. St. Kitts and Nevis’ economy is dependent on tourism, its Citizenship by Investment (CBI)
Program, manufacturing and the financial services sector. Tourism accounts for approximately
15% of the Gross Domestic Product (GDP) while the overall financial services sector accounts
for approximately 10.5% of GPD. The CBI program which offers economic citizenship through
either a stipulated contribution to the Sustainable Growth Fund (SGF) or minimum real estate
investment is one of the main sources of government revenue. The government uses SGF funds
for economic diversification and applications can only be made through licensed TCSPs.

3. The main sources of criminal proceeds identified in the country’s 2019 NRA and follow-up
2021 NRA are larceny (including house breaking), drug related offences (trafficking and
possession with intent to supply on the domestic market), robbery and other gun related
offences. The drug offences are predominantly in respect of locally grown marijuana while the
gun offences involve local robberies. There are no estimates on the level of criminal proceeds
generated by these offences.

4. St. Kitts and Nevis is a small international financial centre whose focus is company formation.
ML vulnerabilities in both the 2019 and 2021 assessments were identified as being primarily
driven by various factors relating to the absence of independent information sources, the quality
of border controls, the CBI Program, the international banking sector, the international
insurance sector and the DNFBP sector. During the NRA follow-up process, two (2) additional
areas of vulnerabilities were identified. These additional areas of vulnerabilities were Virtual
Assets (VA) and Virtual Assets Service Providers (VASPs); and proliferation financing (PF).

5. The initial NRA of 2019 was limited by data collection challenges which affected the effective
assessment of ML threats to the jurisdiction and resulted in the assessment being primarily
focused on vulnerabilities. Data collection challenges also resulted in some categories of
DNFBPs not being assessed. St. Kitts and Nevis has a substantial number of International
Business Companies (IBCs) and limited liability companies (LLCs) (9,104 active IBCs and
3,433 limited liability companies) with beneficial owners (BOs) from across the world. The
NRA did not assess the risks of legal persons and arrangements in the jurisdiction. However,
TCSPs and international banking were rated as having medium vulnerability. The gaming and
real estate sectors and money service businesses (MSBs) were rated as high vulnerability.
Whilst the NRA assessed the overall TF threat as low, the assessment did not consider the
international funds flow feature of a small international financial centre or cross-border
transactions.
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Overall Level of Compliance and Effectiveness

6. Since its third Round Mutual Evaluation, St. Kitts and Nevis has enacted several measures to
strengthen its AML/CFT regime. These measures include enactment of various pieces of key
legislation including the Proceeds of Crime (Amendment) Act (POCAA), 2009; the ATAA,
2009; the Financial Services Regulatory Commission Act (FSRCA), 2009; the Insurance Act
(IA), 2009, the Money Services Business Act (MSBA), 2008 and the Financial Services
(Implementation of Industry Standards) Regulations (FSR). Further, St. Kitts and Nevis used
the postponement of the mutual evaluation due to the COVID-19 pandemic to enact legislation
to deal with deficiencies identified in the 2019 NRA.

7. However, there are weaknesses in St. Kitts and Nevis’ technical compliance. The issue of TFS
in relation to TF and PF had not been adequately addressed and a reporting regime for Fls and
DNFBPs in relation to PF was enacted during the onsite visit. Technical deficiencies were also
found in the understanding of TF risks, with further deficiencies in both the TF reporting and
STR reporting regime. Overall, the technical compliance framework still needs improvements.
There has not been enough time for the recent enactment of legislation in St. Kitts and Nevis to
positively affect the outcomes in core issues.

8. St. Kitts and Nevis has demonstrated some level of effectiveness in the area of domestic co-
operation among the law enforcement agencies (LEAS) as evidenced by joint investigations and
the sharing of information. However, significant improvements are needed to strengthen the
risk-based approach (RBA), increase ML/TF investigations, prosecutions, convictions and
confiscations and the implementation of preventive measures and supervision in particular with
regard to DNFBPs.

Assessment of risk, coordination and policy setting (Chapter 2; 10.1,R.1, 2,33 &
34)

9. St. Kitts and Nevis conducted its first NRA during the period January 2018 to July 2019. It
assessed national ML vulnerabilities of various sectors including banking, insurance, securities,
credit unions, MSBs and some DNFBP sectors. The NRA of 2019 was limited by data collection
challenges and affected the effective assessment of ML threats to the jurisdiction that resulted
in the assessment being primarily focused on vulnerabilities. Data collection challenges also
resulted in some categories of DNFBPs not being assessed.

10. In assessing ML threats to the jurisdiction in the 2019 NRA, larceny, drug related offences,
robbery and other gun-related offences were identified as the main proceeds generating offences
in the jurisdiction. International predicate crimes with funds flowing through or remaining in
the jurisdiction were not identified. Cross-border threat was analysed to some extent. The TF
threat was assessed as low. The NRA did not have a risk assessment of legal persons and legal
arrangements within the context of St. Kitts and Nevis as a small international financial centre.
At the end of March 2021, St. Kitts and Nevis produced an NRA follow-up report which had
similar deficiencies as those identified in the 2019 NRA.

11. ML vulnerabilities in both the 2019 and 2021 assessments were identified as being primarily
driven by the absence of independent information sources, the quality of border controls, the
CBI Program, the international banking sector, the international insurance sector and the
DNFBPs sector. The follow-up NRA also sought to identify, assess, and understand new threats
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and vulnerabilities in the jurisdiction which were VASPs and PF. At the time of the on-site
visit, the NRA follow-up report had not been approved by the Anti-Money Laundering National
Committee (referred as NAMLC) or shared with public and private sector stakeholders.

12. St. Kitts and Nevis developed a National Action Plan (NAP) with input from the CAs and
private sector stakeholders to mitigate risks identified in its AML/CFT regime. The NAP
outlines key actions, agencies responsible for completion of the actions and timeline for
completion. A national AML/CFT strategic plan for the year 2021 was also developed. The
plan was informed by the key outcomes of the 2019 NRA. NAMLC was responsible for the
development and monitoring of the implementation of the strategic plan.

13. St. Kitts and Nevis established a NAMLC whose mandate includes coordination with the
supervisory authorities and other government agencies for the issuance and implementation of
the necessary AML/CFT policies and regulations to ensure full compliance with the FATF
Recommendations. During the period under review, while there was some inter-agency
coordination and cooperation on TF matters between the Financial Intelligence Unit (FIU) and
WCCU there was no coordination and cooperation among the CAs on PF matters at policy and
operational levels.

Financial intelligence, ML investigations, prosecutions and confiscation (Chapter
3;10.6,7,8;R.1,3,4,29-32)

14. The FIU is accessing and utilizing financial intelligence and relevant information to conduct its
functions. The WCCU and CED have also demonstrated that they are accessing and utilizing
financial intelligence.

15. The FIU’s operational analysis has supported the WCCU in the conduct of their functions to
identify and locate assets, identify individuals, create financial profiles. CAs have received
limited training in the use of financial intelligence and relevant information in the conduct of
their functions. Although the FIU has provided training and awareness to some Fls, guidance,
awareness, and feedback is still very limited and could be the reason for the low numbers of
STRs submitted by the DNFBPs to the FIU.

16. The level of STRs reporting by some Fls and DNFBPs is low and not commensurate with the
country’s vulnerability assessment. FIs and DNFBPs have demonstrated a lack of
understanding of their reporting obligations.

17. The FIU distributes typologies and advisories to FIs and DNFBPs. The CED and Competent
Authority for Tax Matters (CATM) are using financial intelligence to a limited extent. The
Royal St. Christopher & Nevis Police Force (RSCNPF) (units outside the WCCU) do not
request financial intelligence from the FIU regularly as a policy. The information technology
(IT) system of the FIU is overseen by an officer external to the FIU who is employed by the
Ministry of Finance, raising security concerns about FIU data confidentiality and independence.

18. St. Kitts and Nevis has a well-established technical framework to investigate ML and conduct
prosecutions. ML investigations are conducted by the WCCU, a unit of the RSCNPF.
Investigators at the WCCU are well trained and experienced. The main source of financial
intelligence leading to ML and TF investigations is the case disclosures (CDs) disseminated by
the FIU to the WCCU. Cases above a threshold of XCD 20,000 (USD 7,361) would include a
parallel investigation for ML, while those under the threshold only have predicate offence
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investigations. As a result of deficiencies identified in the NRA, measures were implemented
including legislative amendments which increased the investigative techniques available to the
WCCU. These include controlled delivery and undercover operations.

19. The WCCU has easy access to databases of the other LEAs for its investigations. The number
of ML investigations as reported by the WCCU are six (6) ML investigations each for 2019 and
2020 and two (2) for the first three (3) months of 2021. A comparison of the number of predicate
offences for 2019 and 2020 with the number of ML investigations highlights the low level of
ML investigations.

20. There was no indication that the NRA findings were taken into consideration in the selection of
ML investigations. ML is not being aggressively investigated by the WCCU. While St. Kitts
and Nevis has a small international financial centre with a foreign clientele and a substantial
number of corporate entities there have been no ML investigations for foreign predicates or
corporate entities.

21. At the time of the onsite visit there were eight (8) prosecutions before the court for self-
laundering ML. An ML charge would be imposed if the ML penalty for the predicate offence
is considered by the Office of the Director of Public Prosecutions (DPP) to be not proportionate
to the offence. There were no ML convictions in St. Kitts and Nevis, therefore the assessors
were unable to assess the effectiveness, proportionality and dissuasiveness of sanctions. In lieu
of being unable to secure a ML conviction, a conviction for the predicate offence will be sought
to pursue confiscation proceedings and at the time of the onsite legislation was enacted to
include civil asset forfeiture. There has been no opportunity for any of the above mechanisms
to be used during the review period.

22. St. Kitts and Nevis did not have a national policy objective for the confiscation of criminal
proceeds, instrumentalities, and property of equivalent value for ML until March 2021. The
legislative infrastructure was amended to include civil forfeiture in March 2021. There was no
dedicated unit within the WCCU or DPP for conducting confiscation proceedings or asset
forfeiture under POCA. The WCCU pursues confiscation of criminal proceeds and property
only where major cases of predicate offences have been identified and assets are available for
confiscation in the event of a conviction.

23. The FIU’s administrative freeze directive is used by the authorities to restrain funds for a
maximum period of five (5) days in the absence of a court production order. Confiscation of
proceeds and instrumentalities of crime are exceptionally low in St. Kitts and Nevis and aligns
with the results of the top predicate offences in the NRA 2019. Confiscation of criminal
proceeds, instrumentalities and property of equivalent value for TF is not pursued as a policy
objective in St. Kitts and Nevis.

24. St. Kitts and Nevis has limited experience in asset recovery with foreign counterparts, either for
proceeds of foreign predicates located in the jurisdiction or proceeds from domestic predicates
laundered outside St. Kitts and Nevis. Cross border reports (CBRs) are sent to the FIU by the
CED whenever cash and BNIs discovered over the identified threshold of USD 10,000 in an
individual’s possession at the ports of entry and exit. During the period under review the CED
investigated two (2) matters where false declarations were considered. The cases were also
forwarded to the FIU and WCCU where the potential for ML was also investigated.
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Terrorist and proliferation financing (Chapter 4; 10.9, 10, 11; R. 1, 4, 5-8, 30, 31
& 39)

25. While the NRA determined the threat of TF as low in St. Kitts and Nevis the assessment was
not thorough. It did not indicate the data used as a basis for this conclusion and did not include
consideration of St. Kitts and Nevis as a small international financial centre offering CBI
services which are deemed high risk for both ML/TF. St. Kitts and Nevis has had no
prosecutions or convictions for TF related offences. However, St. Kitts and Nevis has had two
(2) investigations into potential TF cases which was initiated by STRs filed with the FIU. These
investigations revealed no illicit TF activities.

26. The FIU and WCCU have demonstrated a prompt approach to any matter that could potentially
have terrorism or TF element. The WCCU has acted upon case disclosures (CDs) and
intelligence submitted by the FIU to conduct investigations of potential TF cases. There is a fair
amount of training on TF in St. Kitts and Nevis however, the level of knowledge and
understanding of TF within the Federation (St. Kitts and Nevis) by both regulated entities
especially the DNFBPs and some CAs is limited.

27. St. Kitts and Nevis enacted legislation to implement TFS in 2020. The ATA has provisions for
the implementation of measures in relation to United Nations Security Council Resolution
(UNSCR) 1267 and UNSCR 1373. Although AML/CFT training has been provided to the Fls
and DNFBPS in St. Kitts and Nevis, there is very limited knowledge or guidance in relation to
TFS. The CAs knowledge of TFS varies. There is lack of awareness of the proper actions to be
taken when there is a match against the UN Sanctions Lists.

28. The Non-Governmental Organisations (NGOs)/Non-Profit Organisations (NPOs) sector in St.
Kitts and Nevis was not adequately addressed in the NRA 2019 to identify the subset of NGOs
that fall under the FATF definition of an NPO or to assess those NGOs/NPOs that may be of
greater risk for TF. A major concern for the assessment team is the lack of inclusion of NPOs
and multi-form foundations (MFFs) registered and functioning in Nevis.

29. No funds or assets of designated persons have been found in St. Kitts and Nevis. Hence, no TF
assets or instrumentalities were seized due to TF investigations and TFS. DNFBPs do not
submit terrorist property reports (TPRs) dealing with assets of designated persons and entities
within the ambit of the UNSCRs.

30. St. Kitts and Nevis enacted legislation to implement a framework against PF. Most Fls and
DNFBPs were not aware of the need for identification of assets and funds held by designated
persons or entities relating to PF, the freeze without delay requirement and the requisite
reporting procedures in the event of funds or assets discovered. As at the date of the onsite Fls
and DNFBPs were not monitored to ensure compliance with TFS obligations related to PF.

Preventive measures (Chapter 5; 10.4; R.9-23)

31. Fls with a regional or international presence have demonstrated a thorough understanding of
their ML/TF risks. As there is no AML/CFT supervision of DNFBPs other than TCSPs and
casinos, there is limited understanding of ML/TF risk and AML/CFT obligations within the
remaining DNFBP sector in the Federation. International banks and insurance companies place
heavy reliance on the risk mitigating measures of the parent company or the operations in the
home jurisdiction. These institutions did not implement standalone measures in their St. Kitts
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and Nevis’ operations as it was expected the international controls would appropriately mitigate
any risks. The lack of enterprise risk assessments by many regulated entities contributes to the
low level of understanding of ML/TF risk and the corresponding inadequate mitigating
measures.

32. Fls and DNFBPs, except for dealers in precious metals and precious stones (DPMS), have a
good understanding of their reporting obligations related to suspicious transactions. However,
STRs were low and in most instances did not reflect the risk level of the sectors. While there
was AML/CFT training by FSRC, the quality of risk management in relation to AML/CFT
examinations and compliance with AML/CFT regulations were deficient and so there remains
a low level of understanding of ML/TF obligations.

33. Approximately 90% of the Fls and DNFBPs have approved compliance officers. Some
compliance officers in the insurance sector and DNFBPs do not have an adequate understanding
of their AML/CFT obligations. Customer due diligence (CDD) and record-keeping measures
for Fls and TCSPs are quite robust in the Federation. This is especially true for entities with an
international presence as they have sophisticated programs to run names and checks against
various sanction lists. Some local firms were not receiving UN Sanctions lists from FSRC and
do not have adequately robust know your customer (KYC) identification and transaction
monitoring protocols in place.

34. Most Fls and DNFBPs are aware that enhanced due diligence (EDD) measures are required for
high-risk customers but some were not able to demonstrate what EDD measures were taken by
their institutions outside of enhanced transaction monitoring. Among Fls, domestic banks,
insurance companies and MSBs who are a part of an international group and international banks
were able to demonstrate specific EDD measures taken for high-risk customers. Other Fls
including local domestic banks and insurance businesses, and credit unions did not specify what
type of additional information is collected when conducting EDD. Fls generally display
adequate level of implementation of internal controls. However, several DNFBP sectors
including DPMS, real estate agents, legal professionals and accountants have weak internal
controls.

Supervision (Chapter 6; 10.3; R.14, R.26-28, 34, 35)

35. Licensing, registration, and fit and proper requirements of Fls and DNFBPs licensed by the
FSRC and the Eastern Caribbean Central Bank (ECCB) are robust and effectively implemented.
Besides casinos and lawyers who operate as TCSPs, implementation of fit and proper
requirements for other categories of DNFBPs are inadequate or non-existent.

36. Supervisory authorities displayed limited understanding of ML risk based on the outcome of
the NRA. Onsite supervision of DNFBPs (other than casinos and TCSPs) are relatively non-
existent and the supervisory authorities did not carry out regular ML/TF sectoral risks
assessments. The FSRC Nevis branch completed some sector risk assessments in 2014 and
updated them in early 2021. While the supervisory authority has demonstrated understanding
of ML/TF risks particularly in the banking and insurance sectors, there is limited understanding
and assessment of TF risk. Although the FSRC has provided guidance and outreach to Fls and
TCSPs there is limited outreach to other DNFBPs such as DPMS, accountants, and casinos.

37. While the FSRC has examined Fls and DNFBPs (mostly TCSPs) it is difficult to determine the
level to which these activities are risk-based. As a part of its risked based supervisory
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framework which is geared primarily towards prudential supervision, the FSRC St. Kitts and
Nevis conducts ML/TF risk assessments of regulated entities at the time of the examination.
There is an absence of a comprehensive risk-based supervisory framework geared primarily
towards AML/CFT supervision.

38. FSRC has and utilises a range of non-financial sanctioning powers, which range from warning
letters to more severe sanctions such as revocation of licenses. It was difficult however to
properly and effectively assess the sanctions levied by the FSRC as there was no clear indication
of the nature of breaches identified as being AML/CFT vs prudential.

Transparency and beneficial ownership (Chapter 7; 10.5; R.24, 25)

39. St. Kitts and Nevis has implemented mechanisms to ensure that basic information on the types
and forms of legal persons are publicly available. Registers on the different types of companies
and corporate entities are maintained by the FSRC St. Kitts and Nevis did not identify and
assess ML/TF risks associated with legal persons and legal arrangements.

40. Companies are subjected to robust incorporation procedures by the registry to validate
information submitted by the entities. TCSPs are required to maintain accurate and updated
basic and BO information on their customers. CAs can obtain adequate, accurate and current
basic and beneficial ownership information on all types of legal persons created in St. Kitts and
Nevis. The Trust Act (TA) and the Nevis International Exempt Trust Ordinance (NIETO) do
not require trustees to keep basic information accurate and updated on a timely basis. There is
no mandatory statutory requirement for registered agents to be apprised in a timely manner of
changes in the share ownership of their clients. Legal persons and legal arrangements are
merely required to provide an annual notice to registered agents of any changes in the share
ownership. During the reporting period the authorities have struck off and imposed fines for
breaching of reporting requirements. While the range of sanctions is proportionate to the
breaches, the pecuniary fines are not dissuasive for large established entities.

International cooperation (Chapter 8; 10.2; R.36-40)

41. In St. Kitts and Nevis, MLA requests are sent directly to the Office of the Attorney General
(AG) or forwarded through the Ministry of Foreign Affairs (MOFA). Although St. Kitts and
Nevis has provided a wide range of MLAs, there were several delays in satisfying MLA
requests. Except for the FIU, the CAs do not have an efficient case management system for
MLA and extradition requests and there is no consistency in maintaining adequate information
on the details of a request. In many instances, St. Kitts and Nevis did not provide feedback to
requesting countries in relation to the progress made and status of MLA requests received.

42. St. Kitts and Nevis is sufficiently empowered to seek international cooperation with other
jurisdictions through agreements and MOUSs. It is possible for some CAs to exchange
information in the absence of agreements or an MOU in place with other jurisdictions. St. Kitts
and Nevis has mechanisms that allow for the exchange of BO information. St. Kitts and Nevis
did not have reason to seek legal assistance for international co-operation to pursue ML cases
which have transnational elements during 2017 to 2020. Comprehensive statistics were not
retained by some CAs involved in the processing of MLA and extradition requests. There were
discrepancies in MLA statistical information amongst the CAs.
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Priority Actions

a) A comprehensive assessment of the risks of legal persons and arrangements being
abused for ML or TF should be completed within the context of St. Kitts and Nevis as a
small international financial centre.

b) St. Kitts and Nevis should conduct a comprehensive assessment of TF risk.

c) There should be more formal oversight of DNFBPs (especially gaming, real estate
sector, DPMS and lawyers). DNFBPs require a higher level of supervision and
monitoring to ensure that that they are adequately implementing internal controls related
to AML/CFT obligations. St. Kitts and Nevis should enact legislation for the licensing
and registration of DNFBPs.

d) Comprehensive ML/TF risk assessments should be conducted for all regulated sectors
and appropriate policies and procedures established for ongoing update of the sector risk
assessments.

e) As a policy, the WCCU should seek to investigate ML and implement prioritization of
cases. The DPP should prosecute ML cases as a matter of policy.

f) LEAs in St. Kitts and Nevis should take a more aggressive approach to identifying,
tracing and restraining assets derived from criminal conduct that may be located in or
outside the Federation and with the intention of recovering the same. The identification
and tracing of assets located abroad should be done in greater collaboration with foreign
counterparts.

g) The capacity of LEASs in the areas of detecting and investigating TF should be enhanced
through training and improvement of policies and procedures. There is need for
enhanced supervision of Fls and DNFBPs in relation to their compliance with their
obligations to implement TFS.

h) St. Kitts and Nevis should increase its use of the Mutual Assistance in Criminal Matters
Act (MACMA) to request assistance from its foreign counterparts to assist LEAS in
pursuing domestic ML, associated predicate offences and TF cases that have a
transnational element.

i) An inter-agency statistical database should be developed to ensure that accurate and
consistent information is retained by all CAs involved in the execution of MLA and
extradition requests. Comprehensive statistics on international cooperation would
enable MLA and extradition requests to be effectively tracked, thereby providing an
accurate reflection of the degree of effectiveness of international cooperation requested
and provided by St. Kitts and Nevis.

Mutual Evaluation Report of St Kitts and Nevis —-©2022| CFATF



j) The technical deficiencies identified in the TC Annex should be addressed.

Effectiveness & Technical Compliance Ratings

Table 1. Effectiveness Ratings
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10.1 10.2 10.3 10.4 10.5 10.6 10.7 10.8 10.9

10.10

10.11

LE ME LE LE ME LE LE LE ME

LE

LE

Note: Effectiveness ratings can be either a High- HE, Substantial- SE, Moderate- ME, or Low — LE, level of

effectiveness.

Table 2. Technical Compliance Ratings

R.1 R.2 R.3 R.4 R.5 R.6 R.7 R.8 R.9 R.10
LC PC LC PC LC pPC pPC PC C PC
R.11 R.12 R.13 R.14 R.15 R.16 R.17 R.18 R.19 R.20
LC C C LC PC LC LC LC LC C
R.21 R.22 R.23 R.24 R.25 R.26 R.27 R.28 R.29 R.30
C LC LC PC PC PC C PC LC C
R.31 R.32 R.33 R.34 R.35 R.36 R.37 R.38 R.39 R.40
C LC C C PC PC LC C PC LC

Note: Technical compliance ratings can be either a C — compliant, LC — largely compliant, PC — partially compliant

or NC — non compliant.
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MUTUAL EVALUATION REPORT

Preface

This report summarises the AML/CFT measures in place as at the date of the on-site visit. It
analyses the level of compliance with the FATF 40 Recommendations and the level of
effectiveness of the AML/CFT system and recommends 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 provided by the country, and
information obtained by the evaluation team during its on-site visit to the country from 15" —
26" March 2021.

The evaluation was conducted by an assessment team consisting of:

i. Junior Nisbett, Financial Investigator, Trinidad and Tobago Police Service, ,
Trinidad and Tobago (Law Enforcement Expert);

ii. Lesley Pearson, Senior Manager Risk Analytics and Examinations, Securities
Commission of The Bahamas, (Financial Expert);

iii. Sharlene Jones, National Risk Assessment Coordinator, Financial Intelligence
Unit, Belize, (Financial Expert);

iv. Kara Duff-Yehudah, Legal Advisor/Compliance Officer, Guyana Geology
and Mines Commission, Guyana, (Legal Expert).

V. Roger Hernandez, Financial Advisor, CFATF Secretariat (Mission Leader)
and Nikima Prince, Financial Advisor, CFATF Secretariat (Co-Mission
Leader).

The report was reviewed by LaTeisha A.R. Sandy, FIU, St. Vincent and the Grenadines; St.
Clair White, FIU, Bermuda; and Ryan Woodrow, USA.

St. Kitts and Nevis previously underwent a FATF Mutual Evaluation in June 2009, conducted
according to the 2004 FATF Methodology. The September 22" to October 3™, 2008 evaluation
and the April 30", 2010 to December 2", 2014 follow-up reports have been published and are
available at https://cfatf-gafic.org/member-countries/saint-Kitts and nevis.

That Mutual Evaluation concluded that the country was compliant with eight (8)
Recommendations; largely compliant with eight (8); partially compliant with 25; and non-
compliant with eight (8). St. Kitts and Nevis was rated compliant or largely compliant with 13
of the 16 Core and Key Recommendations. St. Kitts and Nevis was placed in regular expedited
follow-up in May 2009 and removed from follow-up in December 2014.
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Chapter 1. ML/TF RISKS AND CONTEXT

43. St. Kitts and Nevis is a twin island federation, located in the northern section of the Leeward
Islands in the Eastern Caribbean. The two (2) islands have a combined total area of 104 square
miles (St. Kitts 68 sg. miles and Nevis 36 sg. miles). English is the official language of St. Kitts
and Nevis, which has a total population of 48,011. Basseterre is the capital city of St. Kitts,
while Charlestown is the capital city of Nevis.

44. St. Kitts and Nevis gained independence from Great Britain on 19" September 1983 and is a
democratic federal state with a unicameral National Assembly of 14 members (plus the
Attorney General (AG) if he or she is not an elected member). Queen Elizabeth Il is the head
of state, and she is represented by a Governor General who takes advice from the Prime Minister
and cabinet. Eleven Assembly members are elected (from eight (8) constituencies in St. Kitts
and three (3) in Nevis) plus three (3) senators appointed by the Governor General; two (2) on
the advice of the Prime Minister and one (1) on the advice of the Leader of the Opposition. The
present Constitution (St. Kitts and Nevis Constitutional Order, 1983) provides for the separation
of powers under three (3) distinct arms: the Executive, the Parliament and the Judiciary.
Autonomy, in certain defined areas is extended to the smaller island of Nevis through the Nevis
Island Administration (NIA). Nevis has its own legislature, Premier and administration with
five elected members and three nominated members. The federal government legislates for
Nevis in matters of overall policy formation. Under the Constitution, provision is made for the
secession of Nevis at six months’ notice, after a two-thirds majority in favour in the Nevis
Assembly and a referendum, also with at least two-thirds in favour. Both federal elections and
those for the Nevis Island Legislature are held every five (5) years, the most recent being in
2020. St. Kitts and Nevis’ judicial system is based on the British model, consisting of codified
legislation and English common law. As a member of the Organization of Eastern Caribbean
States (OECS), the judiciary forms part of the Eastern Caribbean Supreme Court. The court
system is made up of lower courts (the Magistracy), the High Court and appeals lie in the
appellate jurisdiction of the Eastern Caribbean Supreme Court.

45. The economy is largely reliant on tourism, its CBI Program, manufacturing and the financial
services sector. Tourism impacts significantly on other sectors and accounts for approximately
15% of the GDP while the overall financial services sectors accounts for approximately 10.5%
of GPD (maost of which comes from the banking sector which accounts for 8% of GDP). Under
the CBI program which accounts for approximately 11% of GDP, an individual is eligible for
economic citizenship with a minimum real estate investment of USD 200,000 or USD 400,000
for each main applicant or through USD 150,000 contribution to the Sustainable Growth Fund
(SGF). The government uses SGF funds for economic diversification and applications can only
be made through licensed (TCSPs).

1.1. ML/TF Risks and Scoping of Higher Risk Issues

1.1.1. Overview of ML/TF Risks

46. St. Kitts and Nevis completed a National Risk Assessment (NRA) in 2019 and a follow-up risk
assessment in 2021. The main sources of criminal proceeds identified are larceny (including
house breaking), drug related offences (trafficking and possession with intent to supply on the
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domestic market), robbery and other gun related offences. The drug offences are predominantly
in respect of locally grown marijuana while the gun offences involve local robberies. There are
no estimates on the level of criminal proceeds generated by these offences. Additionally, there
has been a significant decline in crime during the period 2019 to 2020.

47. The NRA conducted in 2019 identified six (6) vulnerabilities. These were the international
banking sector, international insurance sector, DNFBPs, specifically, DPMS, real estate agents,
gaming and TCSPs, CBI Program, absence of independent information sources and quality of
border patrol.

48. St. Kitts and Nevis is a small international financial centre. The international banking sector
and its foreign operations, products, services, client base and non-face to face activity creates a
level of ML/TF vulnerability which was rated medium in the 2021 follow-up NRA. The total
assets of the international banking sector in 2020 was approximately USD 269 million.
Significant activities of TCSPs include company formation services and provision of CBI
services. The legal persons and legal arrangements associated with TCSPs are also areas of
possible vulnerability for ML/TF risks. Complex corporate structures may be used as vehicles
to obscure beneficial ownership (BO) information and complicate the trail for tracing the
proceeds of crime. The level of vulnerability of the TCSP sector was rated medium in the 2021
follow up NRA.

49. The commercial banking sector comprises of both local and onshore foreign banks with
approximate assets size of USD 2.5 billion; the sector was rated as medium in the 2021 NRA
similar to the international banking sector. St. Kitts and Nevis has a CBI Program designed to
stimulate investment by providing citizenship. It is one of the main sources of government
revenue which was estimated to be approximately 11% of GDP in 2020 and is associated with
ML/TF risks.

50. DNFBPs including the real estate sector, gaming and dealers in precious metal and stones were
rated a high level of vulnerability in the 2021 follow NRA. It should be noted 90-95% of the
lawyers in St. Kitts and Nevis are licensed TCSPs. However, lawyers carrying out DNFBP
activities other than TCSPs were not subject to the AML/CFT regime at the time of the onsite.
Two (2) new vulnerabilities were included in the follow-up NRA, PF and VASPs both of which
were rated low. As at the date of onsite, there was no registered or licensed VASP in St. Kitts
and Nevis.

51. The NRA has rated the threat of TF as low since St. Kitts and Nevis is part of the OECS
subregion. However, the NRA did not consider the external funds flows of St. Kitts and Nevis
financial sector.

1.1.2. Country’s Risk Assessment & Scoping of Higher Risk Issues

52. St. Kitts and Nevis conducted its first NRA during the period January 2018 to July 2019 to
identify, assess and understand its ML/TF risks. The NRA was organized and led by the
NAMLC which was operational before it was formally established by law in early 2020 and
involved the collective participation of key AML/CFT stakeholders from the public sector.

53. The World Bank’s Risk Assessment Tool which provides a methodical process for countries to
identify the main drivers of ML/TF based on the understanding of causal relations among risk
factors and variables relating to the regulatory, institutional, and economic environment, was
used to complete the NRA. The assessment involved the establishment of an NRA working
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group comprising 54 persons from the key AML/CFT public sector stakeholders previously
mentioned. From this working group six (6) teams were formed with each team being tasked
with the completion of a Module of the NRA tool. Modules completed by the teams related to
assessment of national ML and TF threats and vulnerabilities of various sectors including
banking, insurance, securities, credit unions MSBs and DNFBP sectors.

54. The private sector contributed to the assessment by providing data and completing
guestionnaires. They received the first draft of the NRA report and provided feedback on it to
the working groups.

55. At the end of March 2021, St. Kitts and Nevis produced an NRA follow-up report which was
still pending the approval of the NAMLC at the time of the onsite. Consequently, the findings
of this report were not yet shared with private sector stakeholders. This follow-up report focused
on on-going progress made in addressing the ML/TF risks facing the jurisdiction as identified
in the 2019 NRA. During the follow-up assessment, improvements in the AML/CFT controls
and the extent to which threats and vulnerabilities have been mitigated by these controls were
assessed. The NRA follow-up also sought to identify, assess, and understand new threats and
vulnerabilities in the jurisdiction. From the assessors’ discussions with private sector
stakeholders, it was determined that they were unaware of the follow-up assessment that was
being conducted.

56. Through the NRA process St. Kitts and Nevis was able to develop a reasonable understanding
of its ML risk, however the understanding of TF risks was limited. The NRA process identified
significant gaps in relation to data collection which hindered the process and overall results of
the assessment. Improved data collection and retention was therefore identified as an area for
priority focus. Other factors which hindered a comprehensive understanding of ML/TF risks
included external threats not being adequately identified, sectors most at risk of threats not
identified and risks associated with legal persons and legal arrangements not adequately
assessed noting the significant number of legal persons and arrangements incorporated in the
jurisdiction.

57. In identifying higher risk issues for increased focus during the on-site visit, the assessment team
reviewed information provided by St. Kitts and Nevis including its NRA for ML/TF and
relevant credible publications available through open sources. The following higher risk issues
were identified and given increased focus during the on-site visit:

Higher Risk Issues

58. Larceny (including housebreaking): The NRA conducted by the authorities identified larceny
as one of the main sources from which illicit funds are derived in St. Kitts and Nevis. Larceny
was noted as the top predicate offence accounting for 41% of offences and housebreaking and
larceny accounting for 32% of offences. Focus was placed on the existing measures to address
the proceeds of crime and associated ML related to larceny and house breaking.

59. Drug related offences (Trafficking with intent to supply on the domestic market): The ML/TF
NRA conducted by the jurisdiction identified drug related offences (trafficking with intent to
supply on the domestic market) as accounting for 12% of predicate offences. The drug offences
are primarily in respect of domestically grown marijuana. Focus was placed on the ability and
effectiveness of LEAS to trace, seize/restrain and forfeit proceeds from these offences. St. Kitts
and Nevis proximity to Puerto Rico and the U.S. Virgin Islands make it attractive to narcotics
traffickers. There are possible border control challenges that arise based on the geographical

Mutual Evaluation Report of St Kitts and Nevis —-©2022| CFATF



21|Page

location of St. Kitts and Nevis with its open coastal borders. It is commonly understood that
this type of terrain may lend itself more readily to potential asset and narcotic smuggling. Focus
was placed on the ability and effectiveness of LEAS to trace, seize/restrain, and forfeit proceeds
from these offences in the context of international cooperation.

60. Tax Crimes: The NRA indicates that tax crimes are relatively new, and a framework to
operationalize the competent authority on tax crimes needs to be implemented. The jurisdiction
has received tax information requests pursuant to the St. Kitts and Nevis MACMAL. Income
tax on individuals was abolished in St. Kitts and Nevis in 19802. This increases the risk of
foreign tax crime as a predicate offence. Focus was placed on the jurisdiction’s understanding
of its risk from foreign tax crime and its policies and measures in place to address this issue.
Given the number of International Business Companies (IBCs), the assessors reviewed the
supervisory regime of TCSPs to evaluate the mitigation measures inclusive of BO provisions.

61. Citizenship by Investment Program (CBI): St. Kitts and Nevis introduced the CBI in 1984. An
individual is eligible for economic citizenship with a minimum real estate investment of USD
200,000 or USD 400,000 for each main applicant, or through a USD 150,000 contribution to
the SGF. Citizens of the Democratic People’s Republic of Korea (DPRK), Iran, and
Afghanistan are prohibited from applying3. Given its international nature, this type of program
is vulnerable to ML/TF risks. The NRA indicates that applicants are subject to rigorous due
diligence checks and applications are made through licensed TCSPs who are subject to
AML/CFT oversight by the FSRC*. Focus was placed on the measures implemented in St. Kitts
and Nevis including due diligence conducted on applicants to mitigate the risks of the program
and the application of the funds including investments in the real estate sector and the SGF.

62. International Sector: The NRA indicates that the non-face-to-face activity of the international
banking sector makes it vulnerable to ML/TF>. Challenges in the oversight of the international
business corporations and trust sectors due to the secrecy and confidentiality laws have also
been indicated elsewheres. While assessing the legal, regulatory and operational framework of
the international sector, focus was placed on BO and transparency issues and the availability
and timely access to relevant information by domestic and foreign LEAs.

63. TCSPs: The legal arrangements and legal persons associated with TCSPs are areas of possible
vulnerability for ML/TF. There are 98 TCSPs (52,266 IBCs of which 9,104 were active, 5,095
trusts of which 553 active and, 20,425 limited liabilities companies (LLCs)) of which only 3,433
are active. The TCSPs may facilitate obscuring BO information and complicate the trail for
tracing the proceeds of crime. TCSPs are supervised by the FSRC pursuant to the provisions of
the FSRCA. The NRA has indicated that the sector has been subjected to frequent and rigorous
AML/CFT examinations to monitor the systems of control and the effectiveness of risk
mitigating measures?. In light of the concern about secrecy and confidentiality laws, the
assessors examined the preventive measures, the effectiveness of the supervisory framework

! National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 18
2 st. Kitts and Nevis Inland Revenue Department - www.sknird.com/IncomeTax-Page.aspx?PagelD=137
3 INCSR 2019 Vol II- International Narcotics Control Strategy Report 2019 at page 162
4 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 22
5 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 21
6INCSR 2019 Vol IlI- International Narcotics Control Strategy Report 2019 at page 162

7 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 22
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for TCSPs as well as domestic and foreign law enforcement’s ability to access relevant
information.

64. Gaming Sector: The cash intensive nature of the gaming sector and other factors make it
vulnerable to ML/TF. It was one of three sectors the NRA noted had a high vulnerability to
ML/TF. A significant portion of the clients are tourists who may present a challenge in
conducting ongoing monitoring and assessment of clients. To minimize the effect of this
possible vulnerability, the supervisory authorities have conducted outreach and joint onsite
examinations to assist the sector in identifying its risks and introducing appropriate risk
mitigating measures and controls. Additionally, legislation was enacted for a more
comprehensive AML/CFT based supervisory framework to properly supervise the sectors
during the onsite visit. The assessors examined the preventive measures and the effectiveness
of the supervisory regime for the gaming sector.

65. Terrorist Financing: The NRA has indicated that the threat of TF is low in the OECS and as a
result. there has been no STRs and no TF related investigations in the area®. However, the
analysis for this conclusion is cursory based on the lack of international requests dealing with
TF. The NRA also notes the regulatory structure of the NGOs lacks coherence and needs to be
fully recognized for compliance with Recommendation 8. The assessors focused on
determining the adequacy of the methodology used to assess the TF threat and whether the
available information and data justified the assessment of low.

66. Proliferation Financing: The St. Kitts and Nevis International Ship Registry had registered
2,000 vessels by the end of 2017 as reported on its website. The assessors noted in the 2018
UN Report of Panel of Experts on DPRK, that a vessel registered in St. Kitts and Nevis was
used in 2017 to evade DPRK sanctions. Given this international and regional backdrop, the
assessors focused on St. Kitts and Nevis’ compliance with combating PF measures as required
by FATF Recommendations.

Emerging Issues

67. Virtual Assets With the enactment of virtual asset legislation in January 2020, the assessors
sought to ascertain the extent of the activity in the jurisdiction and jurisdiction’s framework
relating to this emerging activity.

Low Risk

68. Securities Sector. There are two (2) licensed banking institutions that offer securities services.
The total number of trades range from approximately 140 to 280 while the volume was from
USD 7.4 million to USD 14.8 million in the last five (5) years with a declining trend since
201610, The securities business constitutes a small portion of each bank’s operation and present
minimal risk as the client base is essentially made up of citizens of St. Kitts and Nevis domiciled
locally and internationally. The FSRC conducted AML/CFT compliance examination of each
licensed institution during the period from 2014 — 2018.

8 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 21
9 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 19
10 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at pages 29 and 30
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69. Credit Unions: There are four (4) credit unions in St. Kitts and Nevis with total assets of
approximately XCD 380 million (USD 140.6 million) accounting for 1.21% of GDP11. They
are subject to AML/CFT measures and do not process international transactions.

70. Domestic Insurance Domestic insurance accounted for 1% of GDP and comprise generic
general and long-term life insurance. The products offered are generally associated with low
risk of ML/TF.

1.2. Materiality

71. The economy of St. Kitts and Nevis relies heavily on tourism activities, and in recent years,
significant CBI inflows. Strong activity in the construction sector, supported by large real-estate
projects funded through the CBI program and its spill over to the economy, has underpinned
economic growth in St. Kitts and Nevis in recent yearst2, Other significant contributors to the
economy of St. Kitts and Nevis include the manufacturing and financial services sector. The
financial services sector contributes approximately 10.5% to the jurisdiction’s GDP13 which
was USD 1.01 billion in 2018, with the banking sector accounting for 76% of the financial
sector’s GDP contribution.

72. St. Kitts and Nevis is a small international financial centre which consist of commercial
banking, international banking, domestic insurance, international insurance, securities, money
service businesses, credit unions, and a TCSP sector. The TCSP sector in St. Kitts and Nevis is
relatively significant with 98 TCSPs licensed as at December 31 2020. Incorporated or
registered in St. Kitts and Nevis as of December 31, 2020 were 52,266 IBCs of which 9,104
were active; 5,095 trusts of which 553 active and, 20,425 limited liabilities companies (LLCs)
of which only 3,433 are active.

1.3. Structural Elements

73. The key structural elements required for an effective AML/CFT system are in place in St. Kitts
and Nevis. The jurisdiction exhibited political and institutional stability, governmental
accountability, rule of law, a professional independent judiciary and demonstrated high-level
commitment in addressing AML/CFT issues. CAs, such as the FSRC, the FIU, the RSCNPF,
the DPP, the AG, and NAMLC provide for an AML/CFT framework.

1.4. Background and Other Contextual Factors

74. St. Kitts and Nevis is not a predominantly cash based society and there are many international
firms and trusts arrangements in the country. The government has established the CBI Program
which provides CBI services and attracts persons from many different nations who acquire St.
Kitts and Nevis citizenships by investing in the country’s economy through contributions to its
SGF or investing in real estate.

11 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at pages 45 and 46

12 St, Kitts and Nevis IMF 2017 Article IV Consultation Report at pages 37 and 69

13 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2019 at page 32

Mutual Evaluation Report of St Kitts and Nevis —-©2022| CFATF



24|Page

75. St. Kitts and Nevis is a small international financial centre offering international banking
services and company formation services. St. Kitts and Nevis has well developed banking
system with a wide range of banking facilities accessible by the population.

1.4.1. AML/CFT strategy

76. An action plan was crafted by public and private sector representatives in St. Kitts and Nevis
based on the findings of the NRA conducted during the period 2018 to 2019. The two (2) year
action plan identifies areas of ML risk, corrective actions, the responsible agencies, required
budget and timelines for the action items. Corrective actions include amendments to laws and
regulations and increases in human resources and training. The development of the National
Strategic Plan and Policy Documents to fight against ML/TF were identified as a high-priority
action item. PF was not included in the revised strategic action plan of 2021. The NAMLC was
also established to coordinate the actions of supervisory authorities and government agencies
to address the gaps identified in the AML/CFT framework by the NRA.

1.4.2. Legal & institutional framework
77. The main laws relevant to St. Kitts and Nevis AML/CFT/CPF system are as follows:

a) Proceeds of Crime Act Cap. 4.28 (POCA) establishes ML as a criminal offence and
a legal framework for confiscation and other provisional measures.

b) Anti-Terrorism Act Cap 4.02 (ATA) establishes terrorism as a criminal offence and
a legal framework for confiscation and other provisional measures.

c) Anti-Money Laundering Regulations No. 46 of 2011 (AMLR) provides the legal
basis for financial sector and DNFBPs regulation and supervision. It also sets out the
basic AML obligations for FIs and DNFBPs.

d) Anti-Terrorism (Prevention of Terrorist Financing) Regulations No.47 of 2011
(ATR), provides for the implementation of the United Nations International
Convention for the Suppression of the Financing of Terrorism, creates TF offences,
and sets out the basic TF obligations for FIs and DNFBPs.

e) Financial Services Regulatory Commission Act Cap. 21.10 (FSRCA) establishes the
Financial Services Regulatory Commission as the supervisory body with concomitant
powers for AML/CFT monitoring and compliance of all FIs and DNFBPs.

f) Financial Services (Implementation of Industry Standards) Regulations No. 51 of
2011 (FSR) outlines in greater detail the AML/CFT obligations of FIs and DNFBPs
and provides guidance to achieve compliance with these obligations.

g) Financial Intelligence Unit Act Cap 21.09 (FIUA) establishes the financial
intelligence unit as an independent agency to receive reports of suspicious transactions
from Fls and DNFBPs and to gather, store, analyse and disseminate information to law
enforcement authorities and relevant bodies.

h) Companies Act Cap 21.03 and Companies Ordinance Cap 7.06 (CO) makes provision
for the registrations and incorporation of companies and NPOs.
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i) Anti-Proliferation (Financing of Weapons of Mass Destruction) Act (APA) No. 10
of 2020 makes provision to prevent, disrupt and criminalize the financing of the
proliferation of weapons of mass destruction.

i) Anti-Proliferation (Financing of Weapons of Mass Destruction) Regulations
(APR) No. 9 of 2021 provides the CPF obligations and requirements for Fls and
DNFBPs.

78. St. Kitts and Nevis has a broad range of authorities and agencies responsible for implementation
and supervision of the AML/CFT regime, namely:

a) The Anti-Money Laundering National Committee (referred to as NAMLC) was
established by the Anti-Money Laundering National Committee Act (AMLNCA) 2020
to inter alia coordinate with supervisory authorities and other government agencies for
the issuance and implementation of the necessary policies and regulations addressing
the gaps identified in the AML/CFT framework to ensure full compliance with FATF
Recommendations.

b) The Office of the Attorney-General (AG) is the Central Authority in St. Kitts and
Nevis to receive and process Mutual Legal Assistance requests and extradition
requests.

c) The Office of the Director of Public Prosecutions (DPP) is a department within the
Ministry of Justice and Legal Affairs that is responsible for prosecuting all crimes and
matters relating to ML/TF/PF.

d) The Minister responsible for National Security is empowered to designate any
person or group of persons, whose activities fall within the definition of terrorist
activity, as a terrorist or terrorist group once those persons are mentioned in the
Consolidated List established and maintained by the 1267/1989 Committee.

e) The Financial Intelligence Unit (FIU) is the central national agency responsible for
receiving, analysing and disseminating suspicious transactions reports (STRs) to the
White-Collar Crime Unit (WCCU). The FIU also requests and shares financial
information: (i) concerning the suspected proceeds of crime and potential financing of
terrorism, or (ii) as required by national legislation or regulation, in order to combat
ML and TF.

f) The Royal St. Christopher and Nevis Police Force (RSCNPF) is the principal LEA
in the jurisdiction. The WCCU is a department within the RSCNPF which was
established in 2008 with a mandate to investigate all ML and TF offences.

g) The Financial Services Regulatory Commission (FSRC) was established under the
FSRCA as the ultimate regulatory body for AML/CFT monitoring and compliance of
financial services within the jurisdiction. The FSRC has a St. Kitts branch and a
Financial Services Regulation and Supervision Department in Nevis. The FSRC’s
principal functions are to maintain a general review of the operations of all regulated
entities, monitor financial services business carried on in or from within St. Kitts and
Nevis and to take action against persons carrying on unauthorised business and to
monitor compliance by regulated persons with the POCA, the ATA and laws,
regulations, codes or guidelines relating to ML or the financing of terrorism (FT).
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h) The Customs and Excise Department (CED) is a federal entity with local operations
in Nevis. Its principal functions are border protection, revenue collection and trade
facilitation. Some of the key authorities in St. Kitts and Nevis have signed MOUs to
cooperate and exchange information. For instance, an MOU was executed among the
FIU, the CED, the DPP and the police force to facilitate investigations and prosecutions
of ML, TF, PF, and related predicate offences. The FIU and the DPP are empowered
to cooperate with the CA of a foreign state in matters relating to ML offences.

i) The Competent Authority for Tax Matters (CATM) is the authority charged with
administering and ensuring compliance with tax laws in St. Kitts and Nevis. It is
empowered to enforce these laws by bringing prosecutions and to increase its capacity
and strengthen the tax compliance framework. It also handles requests and sharing of
information with counterparts and relevant stakeholder agencies. Additionally, the
CATM has the capacity to submit STRs to the FIU.

1.4.3. Financial sector, DNFBPs and VASPs

79. St. Kitts and Nevis is a small international financial centre which consists of commercial
banking, international banking, domestic insurance, international insurance, securities, money
service businesses and credit unions. The financial sectors, number of entities in the sectors and
sector weights are captured in the following table:

Table 1.1 Financial Sector Type, Number of Entities and Weight

Financial Sector Type Number of Entities Sector Weight
Commercial Banking 7 Most Important
International Banking 2 Highly Important
Domestic Insurance 16 Less Important
International Insurance 235 Moderately Important
(Companies & Managers)
Securities 2 Less Important
Money Service Businesses 18 Highly Important
Credit Unions 4 Less Important

80. Financial sector weight was determined by the risks, materiality, and context of the sectors in
St. Kitts and Nevis.

a) Banking Sector — The banking sector of St. Kitts and Nevis contributes approximately
8% to the jurisdiction GDP. For the year 2020, assets of the commercial banking sector
totalled USD 2.6 billion while assets of the international banking sector totalled USD
269 million. The banking sector offers a wide variety of products and services which
most other sectors in the economy rely on. Although the asset size of commercial banks
is significantly larger than that of the international banks, ML/TF vulnerability for
commercial and international banks was assessed as medium in the follow-up NRA
2021. The existence of a strong AML/CFT framework in the commercial banking sector
proved effective in reducing the effects of the inherent vulnerabilities in the sector while
the improved compliance function, documentation of policies and procedures as well as
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risk assessment policies in the international banking sector resulted in an overall medium
risk rating.14

b) Insurance Sector — For the year 2018, the domestic insurance sector in St. Kitts and
Nevis contributed approximately 1% of the jurisdiction’s GDP. Total assets for the
domestic insurance sector as of December 2019 amounted to approximately USD 166
million while total assets for the international insurance sector amounted to
approximately USD 323 million. Based on the size of the domestic insurance sector, the
number of registered insurance companies and the products offered, the level of ML/TF
vulnerability associated with the domestic sector was assessed in the NRA to be low.
The international insurance companies do not maintain a physical presence in St. Kitts
and Nevis and records of their operations are available for examination at the office of
the insurance manager and registered agent in the jurisdiction. International insurance
companies underwrite international risks, and their level of vulnerability remain medium
in the 2021 follow-up NRA.

c) Securities — The two (2) licensed securities entities in St. Kitts and Nevis are also
licensed banking institutions. The securities business constitutes a small portion of each
bank’s operations. Trading activity has been decreasing since 2016 and in 2019 the value
of securities sold in St. Kitts and Nevis totalled USD 7.4 million. The NRA determined
that the activities of the securities sector do not present significant AML/CFT
vulnerabilities given the small size of the sector, limited trading activities and the
number of licensees in the jurisdiction. Consequently, in the follow- up NRA 2021 the
securities sector remains at medium-low vulnerability.

d) Money Service Businesses — Two (2) classes of MSBs, being money transmitters and
payday advance lenders, operate in St. Kitts and Nevis. The direct contribution of MSBs
to GDP was not available. As of December 31, 2018, the total assets of payday advance
lenders were XCD 8.2 million (USD 3 million). Payday advance lenders do not engage
in cross-border services and have a predominantly domestic customer base but are highly
cash intensive. The NRA assessed the vulnerability of payday advance lenders to be
medium-low. For the year 2020, the number of inbound transactions of money
transmitters totalled 61,684 with a total value of XCD 52,037 million (USD 15.25
million) while outbound transactions totalled 77,058 with a total value of XCD 57,952
million (USD 23.6 million). Although the average value of a money transmitter’s
transaction is less than USD 500, the volumes of transactions which include cross border
activity was high, totalling 138,742. Since 2016, there has also been a marked increase
in licenses granted in the sector and STRs received from the sector. The overall
vulnerability of MSB in the follow-up NRA 2021 was assessed as medium high.

e) Credit Unions — During the period 2014 to 2020, credit unions contributed an average
of 1.21% to the GDP of St. Kitts and Nevis. As of December 31%, 2020, assets of credit
unions totalled USD 140.4 million. Credit unions do not process international
transactions, have a small sector size and contribute minimally to the jurisdiction GDP.
The NRA assessed the level of vulnerability associated with the credit union sector to
be medium.

14 National Risk Assessment for Anti Money Laundering and the Financing of Terrorism 2021 at pages 30
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81. The DNFBP sector consists of casinos and other gaming entities, real estate agents, DPMS,
lawyers, notaries, other independent legal professionals, accountants, car dealers, car rental
agencies and TCSPs. During the 2019 NRA not all categories of DNFBPs were adequately
assessed due to data collection challenges, limitations in human resource capacity and lack of a
comprehensive supervisory framework. Categories of DNFBPs that were assessed are TCSPs,
gaming (including casinos), real estate agents and DPMS.

82. The DNFBP sectors, number of entities in the sectors and sector weights are captured in the
following table:

Table 1.2 DNFBP Sector Type, Number of Entities and Weight

DNFBP Sector Type Number of Entities Sector Weight
Trust and Corporate Service 98 Highly Important
Providers
Gaming Sector 5 Moderately Important
Real Estate Sector 240 Highly Important
Dealers in Precious Metals 57 Moderately Important
and Stones
Lawyers, Notaries & 125 Moderately
Accountants Important

a) TCSPs—The TCSP sector in St. Kitts and Nevis is relatively significant with 98 TCSPs
licensed as of December 31%, 2020, with all TCSPs being lawyers. These TCSPs were
responsible for 52,266 IBCs, 20,425 LLCs and 5,095 exempt trusts amongst others,
incorporated or registered in St. Kitts and Nevis as of December 31%, 2020. The TCSP
sector was rated in the follow- up NRA 2021 as medium vulnerability rating.

b) Gaming — There are five (5) gaming entities of which one (1) is a casino registered in
St. Kitts and Nevis under its Betting and Gaming Control Act. The Gaming sector’s
contribution to GDP is not available and in the follow-up NRA 2021 its vulnerability
remained high. The casinos are a hotel casino, and its activities are not significant.

c) Real Estate Sector — There are 240 real estate agents operating in the St. Kitts and
Nevis. The real estate sector contribution of the sector to GDP is not available. No
information is available regarding the breakdown of the real estate sector into the
international and domestic market. The follow-up NRA 2021 rated its level of
vulnerability as high.

d) Dealers in Precious Metals and Stones — Jewellers in St. Kitts and Nevis are registered
by the CED. As of December 31%, 2020, there were 51 jewellers registered. The
importation of high value goods highlights the predominance of jewelry in this category.
There is a level of monitoring by the CED with respect to the importation of high value
jewelry into the jurisdiction. No on-site examinations were conducted for the sector
during the period 2016 to 2020 and in the follow NRA 2021 the vulnerability remained
high.

e) Lawyers, Notaries and Accountants — There are 94 notaries and 31 accountants
operating in St. Kitts and Nevis. The total number of lawyers has not been provided.
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However, 98 lawyers are licensed as TCSPs. No information is available on the
contribution to GDP and they were not risk rated in the NRA follow-up report. As such
they are rated moderately important.

1.4.4. Preventive measures

83. The main AML/CFT preventive measures in St. Kitts and Nevis are generally based on the
POCA, ATA, APA, APR, AMLR, FSRCA, FSR and FIUA. All provisions of the POCA, ATA,
APA, APR, AMLR, FSRCA, FSR and FIUA are applicable to both FIs and DNFBPs. The
legislation addresses the areas in the FATF Recommendations on preventive measures,
including CDD, record keeping, internal controls, reporting of suspicious transactions, etc. No
Fls and DNFBPs have been exempted from the FATF Recommendation. During the
postponement of the mutual evaluation from March 2020 to March 2021 due to the COVID-19
pandemic the St. Kitts and Nevis enacted legislative amendments and new statutes to address
deficiencies identified in the 2019 NRA.

1.4.5. Legal persons and arrangements

84. St. Kitts and Nevis as a small international financial centre offering company formation services
has a legal framework which allows for a broad range of legal persons and legal arrangements
designed to attract investment from foreign companies and individuals.

85. The Companies Act, Cap 21.03 outlines the requirements for the formation of companies
limited by guarantee, shares and companies limited by both shares and guarantee. Limited
liability companies may be exempt companies, ordinary companies, private companies, public
companies or external companies. Local or domestic companies incorporated under the CO are
categorised as public, private, non-profit and external companies. The Nevis Limited Liability
Company Ordinance (NLLCO) provides for the formation of limited liability companies in the
island of Nevis. The Nevis Business Corporation Ordinance (NBCO) provides for the
establishment of international business corporations in the island of Nevis. The FA provides for
the establishment of foundations. The Multi-form Foundation Ordinance (MFQ) provides for
the establishment of multiform foundations in Nevis. The Limited Partnership Act (LPA)
provides for the establishment of limited partnerships.

86. Trusts in St. Kitts are formed under the TA. These trusts may be charitable trusts, spendthrift
or protective trusts, unit trusts or common trusts. The NIETO provides for the creation of
various types of international trusts including charitable trusts, non-charitable trusts, spendthrift
or protective trusts and qualified foreign trusts.
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Table 1.3 Type and number of registered legal persons and legal arrangements

Type of Legal Persons/Arrangements No. Registered (where available)
St. Kitts as of 31.12.2020
Private exempt companies 486 with 453 being active
Private ordinary companies 1,685 with 968 being active
External companies 84 with 55 being active
Public companies 39 with 22 being active
Exempt limited partnerships 3 (all active)
Ordinary limited partnerships 4 (all active)
Exempted trusts 2(all active)
Ordinary trusts 6 with 3 being active
Exempt Foundations 344 with 257 being active
Ordinary Foundations 34 with 25 being active
Nevis as of 31.12.2020
International business companies 52,266 with 9,104 being active
Limited liability companies 20, 425 with 3,433 being active
Domestic companies 1,151 with 545 being active
Multiform corporations 344 with 107 being active
Qualified foreign trusts 115 with 16 being active
Exempt trusts 5,095 with being 553 active

87. The above table outlines the numbers of the types of registered legal persons and legal
arrangements in St. Kitts and Nevis as of December 31%, 2020. The provisions under the
AMLR, ATR and the FSR for FIs and DNFBPs require the obtaining of identification of
beneficial ownership information for their customers.

88. The risk assessment did not identify the ML/TF risk of legal persons and legal arrangements in
St. Kitts and Nevis.

1.4.6. Supervisory arrangements

89. The FSRC is the ultimate regulatory body for AML/CFT within the jurisdiction. The FSRC St.
Kitts branch is responsible for the licensing, regulation and supervision of FIs and DNFBPs in
St. Kitts. The Nevis (Financial Services Regulation and Supervision) Department (FSRC Nevis
Branch) is responsible for the licensing, regulation, and supervision of FIs and DNFBPs in
Nevis that conduct fiduciary and international financial services business. Legal persons and
legal arrangement in St. Kitts and Nevis must be incorporated by the TCSPs/registered agents
with the Registries in the FSRC St. Kitts and Nevis. The securities sector is governed by the
Securities Act. The ECSRC is the regional body which regulates securities business including
the market exchange and persons engaged in securities business within the Eastern Caribbean
Currency Union (ECCU). Regulated entities in the banking sector are subject to two (2)
licensing regimes. Commercial banks and the finance companies are licensed by the ECCB
under the Banking Act, 2015, while international banking activities are licensed by the Ministry
of Finance, Nevis Island Administration. Entities in the gaming sector are licensed by the FSRC
under the Gaming Control Act of 2021.
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1.4.7. International cooperation

90. St. Kitts and Nevis has cooperated with law enforcement in the United States of America
(USA), United Kingdom (UK), the Caribbean and other jurisdictions in a timely manner
providing and sharing information that has been requested for prosecution in other countries.
The FIU also participates in training and sharing of information with regional FIUs. This
engagement allows for intelligence and information sharing that may be generated from STRs.

91. The national policy seeks to assist other jurisdictions through the provision of information and
intelligence relative to persons under investigation. This policy extends to participation in joint
investigations of suspected persons or convicted persons, whether regionally or internationally.
The role of the CED and Immigration is greatly enhanced through the Advance Passenger
Information System (APIS) and the Advance Cargo Information System (ACIS). An example
of this was a drug trafficking investigation from St. Vincent and the Grenadines where St. Kitts
and Nevis assisted in the seizure of a boat and other property.

92. Additionally, St. Kitts and Nevis can provide a wide range of MLAs and extradition under the
MACMA. Request for MLA and extradition are handled by the AG who is the Central Authority
for all incoming and outgoing MLA and extradition requests. Extradition can be done for
Commonwealth countries. St. Kitts and Nevis can process MLA requests from the USA, UK
and other countries.
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Chapter 2. NATIONAL AML/CFT POLICIES AND COORDINATION
2.1. Key Findings and Recommended Actions

Key findings

a) St. Kitts and Nevis conducted its first NRA during the period January 2018 to July 2019
and an NRA Follow-up during the period October 2020 to March 2021. These
assessments resulted in the country having a limited understanding of the national
ML/TF risks. Factors which limited the country’s understanding of risks included
inadequate assessment of national and sectorial threats, data collection challenges, and
partial involvement of the private sectors. There was also no comprehensive
vulnerability assessment of legal persons and legal arrangements within the context of
St. Kitts and Nevis as a small international financial centre focused on formation of legal
persons and arrangements. While TF risk assessments were conducted by St. Kitts and
Nevis, these were limited as they did not consider factors such as the cross-border flow
of funds in the context of St. Kitts and Nevis being a small international financial centre,
and the movement of cash in and out of the jurisdiction.

b) Following the completion of the 2019 NRA, St. Kitts and Nevis developed a NAP to
mitigate risks identified in the NRA. The plan does not comprehensively address
mitigation of TF risks.

c) A National AML/CFT strategic plan for the year 2021 was also developed. The
effectiveness of implementation and monitoring of the strategic plan could not be
assessed as the plan was finalised less than a month before the end of the on-site visit to
the country.

d) Prior to the development of a national AML/CFT/CPF policy in March of 2021 there
was little to no cooperation and coordination among the competent authorities on
ML/TF/PF at the policy level. Domestic cooperation and coordination on ML at the
operational level has been extensive while there has been none on PF.

e) The AML/CFT/CPF policy developed by St. Kitts and Nevis outlines actions to be taken
to implement the strategic plan, however, it falls short in outlining rules or principles to
guide implementation of the national strategy to ensure risk mitigation is prioritized
using a risk-based approach.

f) The results of the NRA are not being used by St. Kitts and Nevis authorities as a basis to

justify exemptions from AM