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TURKS & CAICOS ISLANDS : SIXTH FOLLOW-UP REPORT
l. Introduction

1. This report represents an analysis of the Turks @aidos Islands’ report back to the
CFATF Plenary concerning the progress that it hagemwith regard to correcting the
deficiencies that were identified in its third reuMutual Evaluation Report. The third
round Mutual Evaluation Report of the Turks anddoBailslands was adopted by the
CFATF Council of Ministers in October 2008 in Stitt& & Nevis. The Turks and
Caicos Islands presented its fifth follow-up repattthe November 2011 Plenary in
Venezuela, at which time it was determined thatTheks & Caicos Islands would be
required to report at the May 2012 PlerarBased on the review of actions taken by the
Turks & Caicos Islands since its last follow-up agpto meet the outstanding
recommendations made by the Examiners, a recomriendaould be made as to
whether the Turks & Caicos Islands would remainegpedited follow-up or be placed
on regular follow-up.

2. The Turks & Caicos Islands received ratings of PQIG on twelve (12) of the sixteen
(16) Core and Key Recommendations as follows:

Rec. 1 |3]4] 5] 10] 13 23 26 35 36 40 [ v | v

Rating PC |LC | C NC | PC PC | PC | PC PC| PC| PC| PC PQLC |PC

LC

3.  With regard to the other non- core or key Recomragads, Turks and Caicos Islands
was rated partially compliant or non-compliantjredicated below.

Partially Compliant (PC) Non-Compliant (NC)
R. 9 (Third parties and Introduce R. 6 (Politically Exposed Perso)
R. 15 (Internal controls, compliance & au R. 7 (Correspondent bankil
R. 16 (DNFBI-R. 1315 &21) R. 8 (New technologies & non feto-face
business)
R. 17 (Sanctior) R. 11 (Unusual transactiol
R. 18 (Shell bars) R. 12 (DNFBP+-R. ,6,&11)
R. 20 (Other NFBP & secure transact| R. 19 (Other forms of reportin

technigues)

R. 29 (Supervisor R. 21 (Special attention for higher ri
countries)

R. 31 (National cooperatic R. 22 (Foreign branches & subsidiis)

R. 32 (Statistic: R. 24 (DNFBIregulation, supervision ar
monitoring)

R. 33 (Legal persor- beneficial owners R. 25 (Guidelines and feedba

R. 34 (Legal arrangemer— beneficial owner: | R. 30 (Resource

! Due to the late submission of TCI's matrix, thetSiFollow-Up Report was not presented at the May
Plenary. A brief report giving TCI's progress waiesented instead. Plenary agreed however that th
Sixth Follow-Up Report will be completed post Plgnand submitted for approval via the round robin
process. Plenary also agreed that TCl would malepart at the November 2012 Plenary in the Virgin
Islands.
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R. 38 (Mutual legal assistance on dscation

and freezing)

SR. VII (Wire transfer rule:

SR. VI (AML requirements for money ai

value transfer services)

SR. VIl (Nor-profit organizations

SR. IX (Cash courier:

4.  The following table is intended to assist in pranglan insight into the level of risk in

the main financial sectors in the Turks & Caicdarids.

Size and integration of the jurisdiction’s financial sector

Banks Oth_er C'Iredlzt* Securities Insurance TOTAL
Institutions
Total # 8 N/A 6 5,291 5305
Number of
institutions
Assets US$ 1,727,729 N/A 58,759,242 N/A 60,486,971
Total: US$ 1,005,416 N/A 58,759,242 N/A 59,764,658
Deposits % Non- 34% of N/A N/A N/A
resident deposits
% Foreign- 31 % of % of assets n/a% of % of % of
International owned: assets assets assets assets
Links #Subsidiaries 5 N/A 0 0 5
abroad

II.  Summary of progress made by the Turks & Caicos Islads

Since the fifth follow-up report, (FUR) the Authtieis have enacted a new Partnership
Ordinance, which came into force on Novemb®&r2D11. Amendments were made to
the Anti-Money Laundering and Prevention of TesbriFinancing Regulations
(AML/PTF Regulations) and the Proceeds of Crimei@mace (POCO). Several pieces
of legislation including the following are expecténl be amended: the Confidential
Relationships Ordinance; Companies Ordinance, whithddles both domestic and
international business companies (IBC’s); Trust i@adce; Investment Dealers and
Mutual Funds Ordinance; Proceeds of Crime (whiatiudes Anti-Money Laundering
provisions) and the Tax Information Exchange Ondaga The Authorities have noted
this update under R23which was previously fully complied with and $dsi anticipated
that the expected amendments will further enhanC8sTAML/CFT framework as a
whole. A Bill and regulations establishing a distinegulatory regime for NPOs has also
been drafted.

Core Recommendations

2 Savings and loans institutions, credit unionsariicial cooperatives and any other depository and no
depository credit institutions are not regulatedha TCI and the TCI Authorities report that theg aot
aware of such institutions operating in the TCI.

% The Authorities have noted with regard to this &temendation that the prior decision of the MLRA to
have specific legislation to deal with all aspesftCFT under an EU funded Law Reform Project wasrla

taken out of the Project deliverables due to othesssing legislative initiatives.

Accordingly, new

resources will have to be identified. This doesaftect compliance with R. 1
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Recommendation 5

6.

The outstanding deficiencies for R.5 pertain to.Q (C), 5.4 (a) and (b) and E.C. 5.5.2
(b). The Authorities have noted that the amendmémtshe AML/PFT Regulations
provide for specific provisions for occasional saations that are wire transfers in the
circumstances covered by the INSR.VII and to ensiae all financial institutions and
not just Money Services Businesses (MSBs) are requod undertake CDD as noted at
E.C. 5.2. Regulation 5 of the AML/PFT Regulatioas amended requires that a
determination be made of the natural person whmately owns or controls customers
that are legal persons or legal arrangements anerify the legal status of the legal
person or legal arrangement. There is also pavifir CDD measures for determining
who the natural person is that ultimately owns ontmls the customer where the
customer is not an individual. These measures roeeipliance with E.C. 5.2 (c),
5.5.2(b) and 5.4 (b). The deficiency with regardet€. 5.3 remains outstanding to the
extent that there is no provision with regard teficial institutions conducting CDD on
legal arrangements.

Deficiencies with regard to E.C.5.8 (requirement fimancial institutions to perform
enhanced due diligence for higher risk categasfesustomer, business relationship or
transaction — Regulations 11(40(a) and 13), E.G.15(requirement for financial
institutions to conduct ongoing due diligence oistxg customers — Regulations 5 and
11(13)), 5.7.2 (requirement for financial instituts to ensure that documents, data or
information collected under the CDD process is kgptto date — Regulation 5(50(b)),
and 5.15 (a) (requirement to terminate the busirelationship if proper CDD cannot be
conducted — Regulation 12) were noted as summanpriato R.5 and not listed as
recommendations. The TCI It should be noted that®Cl Authorities have however
addressed all these deficiencies in the AML/PFT uRgpns, 2010 and the relevant
citations have been noted in the brackets above.

The TCI continues on its sensitization campaigmake financial institutions aware of
the benefits of meeting AML/CFT requirements. THeCFheld AML/CFT training in
November 2011 for industry practitioner which foedson the requirements of the new
code and establishing a compliance manual. Tmirgnalso planned to be conducted
before the end of 2012 During the November 201ihitrg, the FIU hosted a session.
The FIU also conducted a two-hour of AML trainingttwthe staff at one of the local
banks at the request of their Money Laundering Raygpofficer. The FIU has proposed
that consideration should be given by the MLRAtstriext meeting scheduled for™9
July 2012, to issuing guidance in accordance wéttisn 111(2) of the Proceeds of
Crime Ordinance along the lines of the guidanceeidsy the Trinidad and Tobago FIU
in 2011 (Customer Due Diligence Guide No. 1 of 2011

Based on the aforementioned there is almost fufigtiance with R. 5

Recommendation 10

10. As noted in the previous follow-up report, the Exaens recommendation was fully met,

the Authorities in an ongoing effort to ensure thktrelevant record keeping measures
have been addressed have enacted a new Partnémwtimance, 2011. By virtue of

4
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section 28(1) of the Ordinance, partners are bawndender true accounts and full

information for all things that affect the partri@s to any partner or his agents.

Consequently, section 28(2) requires partners ép kgoper books and accounts as they
pertain to money received, sales and purchaseearfsgand assets and liabilities of the
partnership. Pursuant to section 28(4), the baaks accounts must be kept for a
minimum period of five (5) years from the date dmiaeh they were prepared.

Recommendation 13

11.

As noted in the previous report, this Recommendatias substantially complied with
except for providing the regulated sector with gumice on the filing of unusual
transactions. The TCI Authorities report that altbh guidance information is provided
as a part of the Money Laundering Reporting Autigteri Suspicious Transaction/
Activity form, consideration is being given to tlsuing of guidance notes under section
111(2) of the Proceeds of Crime Ordinance. Thigeggmains outstanding. It should be
noted that the FIU Report for the period 2010/26kdéws an increase in the amount of
STRs being reported. Additionally, it reflects @& range of reporting sectors; banks,
non-banks and DNFBPs.

Special Recommendations Il and IV

12.

With regard to meeting the recommendations madéa&yExaminers for SR. Il, the TCI
Authorities have indicated that a comprehensivé tantorism legislation is hoped to be
in place by September 1, 2012 that should bringrt®kinto full compliance with SR II.
Accordingly, the Examiners’ recommendations for SRremain outstanding. With
regard to SR. IV, the Examiners’ recommendatiorhwégard to the reporting of STRs
including suspicion of terrorist organisations looge who finance terrorism has still not
been met, but is expected to be addressed bydhenaéntioned legislation.

Key Recommendations

Recommendation 23

13.

The recommendation pertaining to the inclusionaifective investment schemes ‘Core
Principles’ in the FSC’s supervisory framework, e#ns outstanding since as noted in
the last report, there has been no indication thatinvestment schemes has been
included in the supervisory framework. The TCI Aarities have indicated that the FSC
is currently in the process of reviewing its seiiesi legislation to bring it up to standard
with IOSCO Core Principles and other internationatcepted best practices. A first
draft of the legislation has been prepared howeites recognized that a significant
amount of work remains to be completed on the B#élf and on the drafting of
subsidiary legislation to compliment the Bill. Fugt, once this work has been completed
the Bill has to undergo a period of consultatiothwihe Industry. This is a lengthy
process which is anticipated to be completed amisty, by the end of the first quarter
of 2013 (March 2013). Additionally, the Money Tramiters Ordinance has been fully
implemented. There are currently four licensed Mohensmitters. Of this number, one
licensee was inspected last year and two (2) leenésave undergone onsite inspections
since the beginning of this year. The FSC's Banklagartment has noted that it expects
all Money Transmitters to have completed their redsessment by the end of the
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financial year 2013. Detailed AML/CFT guidance fdoney Transmitters is set out in
the AML/PTF Code. Formal reporting for Money Trarisens was introduced in
September 2010 with the mandatory reporting processmencing as at the end of the
last quarter in 2010. Money Transmitters must reparand complete financial returns
and supplemental reports which show inter alia, léingest transaction, the number of
transactions and the value of transactions for eaahth in a quarter both for funds sent
as well as for those received. Additionally, thare two other supplemental filings which
require information on all single and aggregatadaaztions above USD $5,000 in any
one month for funds sent as well as for those vecki

Recommendation 26

14. With regard to the issue of the operational indelpace of the FCU, the Authorities have
noted that the MLRA’s sub-committee is considetting creation of a fully independent
FIU/FCU under stand-alone legislation. As noted/jonasly the Head of the FCU carries
out all staff recruitment. Reports on the progregshis approach were made to the
MLRA at its December 2011 and April 2012 meetinfisshould be noted that this
approach if undertaken will address the Examineesommendation with regard to
affording the Head of the FCU more operational peteence. It has also been noted in
the current matrix that the FCU submitted statssfar 2010 at a ML Conference which
was hosted by the FSC in November 2011. Additigndie TCI Authorities provided a
copy of the FIU’s ‘Report on FIU Activities for thgears 2010/2011. The report was
very comprehensive and provided statistics andidgies, which included ‘red flags’ for
the readers of the reports so that a better uradetisty could be gleaned of the
typologies. Compliance with R. 26 has been sulisihnmet except as noted above.

Recommendation 35

15. The situation remains the same, in that the Paleamd Financing of Terrorism
Conventions have not been ratified by the Unitedgdom on behalf of the Turks and
Caicos Islands. Accordingly, the Examiners’ recamdation has still not been met.

Recommendation 36

16. The Examiners’ recommendation has been previougly fmet. The TCI Authorities
have noted that they are currently processing derdquest for information from
Australia.

Recommendation 40

17. The situation with regard to Recommendation 40 resnthe same as it pertains to the
stipulation of specific standard operating procedufor dealing with the execution of
requests for assistance received by foreign compedathorities. This is the only
outstanding recommendation.

Special Recommendation |
18. There has been no change in the status of thistRaeadation. In the previous FURS,
the Authorities has noted their intention to distfind-alone legislation on CFT matters

that the Bill on Terrorism would contain provisionline with the 1999 United Nations
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International Convention for the Suppression of Hirancing of Terrorism. Based on
the foregoing, the Examiners’ recommendation foe fall implementation of the
UNSCRSs remains outstanding.

Other Recommendation$
Recommendation 7

19. As noted in the previous report, Regulation 16hef AML/PTFR was amended to make
it clear that the prohibition regarding enteringpior continuing corresponding banking
relationships will shell banks is applicable to dihancial businesses. This
Recommendation has been fully complied with.

Recommendation 8

20. The only outstanding recommendation pertains tshauld consider’ requirement as it
pertains to the inclusion of mortgage lending undelicensing regime and thereby
making it subject to AML/CFT requirements. The TAlthorities have confirmed that
the FSC will consider whether there is a need ioghthe business of mortgage lending
under a licensing regime and to this end will cart@gumarket survey, review and analyse
the result of this survey by March 2013.

Recommendations 9

21. Although R. 9 has been fully met with regard to Ebaminers’ recommendations, the
Authorities have noted that Regulation 14 of the IARFT Regulations specifically
includes the wording of E.C. 9.1, which pertainsGBD requirements for financial
institutions relying on a third party. This meastuether supplements the provision at
section 27 of the AML/CFT Code.

Recommendation 12

22. Based on a review of the actions taken by the T&lmeet the Examiners’
recommendations, the recommendations pertainingth® regulation of market
participants so that AML/CFT compliance can be rtwyeid has been addressed through
the amendment to Regulation 24 of the AML/PFT. sTidgulation now specifies that
there shall be a separate part of the NRFB Redistezach category of non-regulated
financial businesses (DNFBPs). The recommendatitinnegard to adequate training for
the gaming inspectors and the role and legal ayham the implementation and
oversight of the AML/CFT framework remains outstamgd The role of the Gaming
Inspectorate and the FCU in the implementationhef AML/CFT framework is still
ongoing. The Authorities have noted that in Sepen®011, the Gaming Inspectorate
and the Permanent Secretary, Finance attendedltR&Nheeting, where they were both
briefed on the recommended improvements and prdvidéh copies of relevant
documents. As a result, the Permanent Secretargnée agreed to place the required
improvements to the Gaming Inspectorate on thedweh Ministry of Finance’'s work

* Recommendations 6, 7, 9, 11, 22, and 19 have fa#lgrmet. Accordingly, the recommendations have
been presented in this Report.
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plan so that it can be prioritised in the Governtisebudget for the new financial year.
The TCI Authorities report that the FSC will engabe Bar Association by September
2012, through its executive body, the Bar Counoiformalize the use of that body for
the delivery of AML Training.Based on the aforementioned there is only partial
compliance with the Examiners’ recommendationdfot 2.

Recommendation 15

23.

There has been no further action taken with regmthe outstanding issues for R. 15 and
so based on the status of the previous reportElagniners’ recommendations remain
partially met. The recommendations that still haeebe addressed pertain to the
provision of guidance by the FSC on the impleméaeadf an independent audit function
to test AML/CFT compliance; the implementation bétrequirement to keep training
logs. While it is noted that the FSC has incluttedreview of training logs as part of its
onsite inspection regime, there has been no irdicats to how the implementation of
this measure has been progressing. Additionaftrimdtion should also be provided on
the CFT awareness raising role of the FSC. TheAighorities indicate that as apart the
FSC’s continuing efforts to enhance its supervisegime, the FSC is working to issue
guidelines to financial institutions on the intdriaadit function. These guidelines will
include information on AML/CFT compliance. It istamipated that a first draft will be
prepared and published by the end of the thirdtquaf 2012 (September).

Recommendation 16

24.

Based on the review in the last report, R. 16 btil$ two outstanding deficiencies that
have not been addressed by the TCI Authorities.es&hpertain to the training of
DNFBPs with regard to the filing of STRs and theuence of guidelines and instructions
on the drawing up and maintaining of internal frameks for AML/CFT compliance.
The TCI Authorities have noted that the FSC has lidentified as the NRFB Supervisor
under the POCO and the TCI Authorities indicate tha FSC is currently reviewing its
supervisory capacity to determine what additioeaburces are required to undertake this
new area of responsibility including the employmeffitadditional staff. This has an
implication on the current staff housing of offidesth in Grand Turk and Providenciales
which must first be resolved. Once the aforemeetivissues are settled the FSC will be
in a position to take an additional staff for thesition of NRFB Supervisor and
additional compliance officers as necessary. Thé R&s already commenced a system
of registration which will continue on resolutiof @sources and capacity issues. It is
anticipated that these issues will be settled lbyethd of the first quarter in 2013 (March
2013).

Recommendation 17

25.

Compliance with this Recommendation has been suifeiit met. The continuing issue

relates to the effective implementation of enforeamactions by the FSC. The FSC
continues to foster compliance among licensees ianthis regard, had a vigorous
enforcement programme during 2011. The TCI Authesiprovided a table and detailed
list of the enforcement action undertaken overytbar. A review of the information

provided reveals that the FSC has taken a totaB8fenforcement actions during 2011.
The majority have been against insurance companiith,a few trust and, company
managers and one money remitter. The majorityctibias (89) have involved a ‘notice
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of intention to revoke licence’. During the periddere was the suspension of a licence
and the surrender of a licence.

Recommendation 18

26.

The amendment to Regulation 16 of the AML/PFT Ratjohs which expands the
correspondent banking provisions to include alaficial institutions and not just banks
meets the requirements of the Examiners’ recomntemda The recommendations have
been fully met.

Recommendation 20

27.

The Authorities have indicated that the MLRA's stdmmittee with regard to assessing
the risk of the construction industry being misus&dML and FT purposes is due to
report to the MLRA on its finding by %1 September 2012. Accordingly, this
recommendation remains outstanding.

Recommendation 21

28.

The TCI Authorities report that the MLRA has deliied on the Examiner’s
recommendations to consider the appropriate coungarsures for the TCI to take
against countries that do not or insufficiently lgpihe FATF Recommendations and
decided that the FSC will create an advisory ormwigbsite regarding carrying on
business with countries which do not sufficientheeh the FATF standards and
provide a link to the FATF list of countries whido not sufficiently meets its
standards. This will be completed by August 20t recommendation with regard to
the promotion of an effective implementation ofiskrmanagement regime by the FSC
has only been partially met through the requirenoémisk assessments in the AML/PFT
Code. Accordingly, as noted in the previous reptire Examiners’ recommendations
remain partially met.

Recommendation 24

29.

As noted earlier in the report, the Gaming Insped& and the Permanent Secretary,
Finance attended the September 2011 MLRA meetidgtey were both briefed on the
recommended improvements and provided with thevaeke documentation. It is
expected that the matters will be prioritised ia Bovernment’s budget for the financial
year 2012/13 which commenced in April 2012. Thiscétemendation remains not
substantially complied with.

Recommendation 25

30.

Based on the previous report, the Examiners’ recengation pertaining to sector

specific guidelines, the issuance of trends andltgies, consideration of the issuance of
lists or information on terrorist, terrorist orgsaiions to regulated entities; and the
establishment of written instructions to regulatities and the issuance of sector
specific guidelines were not met. In the attachedrimy the Authorities have noted that
the details of a trend involving the use of attgmas collection agencies was publicized
through the issuance of a public notice warningh®y FCU. A press release was also
made. The MLRA also recommended that a noticedm¢ ® the Bar Council. The

9
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issuance of this trend information is a positivepstvith regard to increasing awareness
amongst industry practitioners about the possiisle of ML/TF. It is hoped that other
trends and typologies can also be issued by the iIRS@eping with the Examiners’
recommendations. It has also been noted that @\é¢ fkas agreed to provide quarterly
reports on trends and typologies to the MLRA. WHhilis is commendable, this type of
feedback should also be provided to the regulatddies in order to increase their
capacity to detect and deter ML and TF as recometruzy the Examiners. The
Authorities have also noted the formation of a fjaimdustry-government coordinating
committee for the promotion of the financial seediector. It is expected that one of the
outcomes of this committee would be the buildingtlef image of the TCI financial
services sector as ‘a transparent regulatory sydteah fully meets international
standards.

31. The FSC is currently reviewing its supervisory atyawith a view to ensuring that it
secures the necessary resources to effectivelyeimgait a DNFBP regulatory regime.
Once this has been established the FSC anticipadatacting and this sector to
implement a framework for AML/CFT compliance andRSReporting. Training will be
conducted with various stakeholders in this selyothe end of the first quarter of 2013
(March 2013) to assist in establishing compliarive hew framework. Additionally,
work is to commence on the issuing of guidelineastifids sector. This work should be
completed by April 2013. The FSC anticipates uipdaits website to provide links to
lists and information on terrorist which is pubkshperiodically by the UNSC and other
reputable body by August 2012. A notice advising fadancial institutions of the
publication and the requirement to assess theamtlbase against the list, will be
circulated in tandem with the availability of th&farmation on the FSC’s website. The
FSC is also currently reviewing the need for sespacific guidelines and will attempt to
source relevant technical assistance to implemiist initiative including guidelines
relating to DNFBP’s. Provided that the FSC is ableource technical assistance for this
project by the end of the third quarter of thisryé@eptember 2012) it would anticipate
completing this work by March 2013. There is dibubstantial lack of compliance with
R. 25 as it pertains to implementation measures.

Recommendation 29

32. The TCI Authorities have not provided an updatehwigard to R. 29 and accordingly,
the Examiners’ recommendations remain partially asetoted in the previous FUR. The
outstanding element of the Examiners’ recommendagiertains to the fact that the
Financial Services (Financial Penalties) Regulati@10 do not have sanctioning power
against directors or senior management, but ordinagthe licensee.

Recommendation 36
33. The situation with regard to the Gaming Inspectorads been noted above in the

discussion of R. 24. The Authorities have confidntieat four (4) members of the FCU
along with two (2) Customs Officers commenced aliteg training in the United

® Please note that the conclusion that the Examinetemmendations were substantially met as nated i
the Fifth Follow-Up report was a typographical errand the word ‘not’ should have been insertedraft
the word ‘been’ in the last sentence.
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Kingdom in financial intelligence and financial estigation from May 25, 2012. As at
the date of this report, two (2) FIU investigatanse (1) Customs officer and one (1)
Fraud Unit officer had completed or were completihgir training with the others to

follow. This is a good step in furtherance of teaminers’ recommendation to have
AML/CFT training for competent authorities. Thédras still however been no training
with regard to the Gaming Inspectorate or for Jedged magistrates. The staffing of law
enforcement agencies and the autonomy of the F@#U. (8.26 discussion above) is still
outstanding. The Authorities noted that the FCUs waavarded % place in the ‘Best

Money Laundering Case’ in the worldwide competiteonong policing agencies. Based
on the aforementioned the Examiners’ recommendatiave not been substantially met.

Recommendation 31

34.

In keeping with the Examiners’ recommendation t@asd the membership of the
MLRA as it pertains to relevant officers of the dtttey General’'s Chambers, the MLRA
has invited the Deputy Director of Public Prosemusi (designate). This decision was
recently confirmed at the MLRA’s April 2012 meetingVith regard to the development
of policies and activities to combat ML/FT by theLRIA there has been no further
update on its status and accordingly the Examinersbmmendation in that regard
remains not met. With regard to evidence of nati@oeaperation, the Authorities have
noted that as a result of a joint investigationMeein the Customs Department and the
FCU, US$28,000 was intercepted whilst being smubgiéo the Islands without being
declaredThere is overall substantial compliance with Réc. 3

Recommendation 32

35.

There has been no change since the last report mejard to measures towards
compliance with this Recommendation. The publicatid the MLRA's Annual Report
with statistics has still not occurred and as nategrevious follow-up reports, while this
is positive progress with regard to the maintenawfcstatistics, it does not address the
issue of comprehensive statistics not being maiathby all competent authorities or the
review of these statistics to determine the effectess of the AML/CFT systems.
Accordingly, the Examiners’ noted deficienciesl sémain partially addressed.

Recommendation 33

36.

The FSC's paper on bearer shares still awaits asidacby the MLRA following
completion of the industry consultation process.cakdingly, the Examiners’
recommendations as they pertain to the developwiegtidelines and procedures for
dealing with bearer shares have not been met. Ygijard to the training of all legal
persons, the FCU conducted AML/CFT training for steff of the International Banking
Group on April 19, 2012. Training is an ongoingogess and so there is partial
compliance with this recommendation. The Examinemtommendations remain
substantially outstanding.

Recommendations 34

37.

There continues to be no update with regard to damge with this Recommendation.
Accordingly, the Examiners’ recommendations stvé not been met.

11
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Recommendation 38

38.

The recommendation for the establishment of adimnaiige guidelines for dealing with
mutual legal assistance has still not been additeasd so remains outstanding. The
Authorities have however provided evidence of imptatation of mutual legal
assistance with regard to the seizure of US$187@00 a Taiwanese national who was
indicted in the Taiwan for bribery and illegal armsaling and had transferred funds
through The Bahamas and into TCI. It should alsobted that the matter arose as a
result of a SAR. The Authorities also note thentjiray of a confiscation order in the
amount of US$21M on April 25, 2012 in the mattevdlving David Smith (Jamaican
national) and his company Olint TCI and other reglocompanies. This Smith matter
was as a result of a joint effort between the F@U the Attorney General’'s Chambers.
The Authorities also noted that requests for amstst from Jamaica in the matter were
not provided.

Special Recommendation VI

39.

The current matrix has not provided any updatectopliance with SR. VI. However,
the TCI Authorities indicate that the FSC has comeeel a programme of onsite review
of Money Transmitters and during the financial yeading March 31, 2012 it conducted
two (2) onsite examinations. A component of thesaénations related to the licensees
AML/CFT compliance. The Management Report produdsd the FSC sets out
recommendations to improve compliance levels aaigsttimelines by which these must
be achieved. With regard to the development adigjiries, issuance of instructions and
the provision of training to guide MSPs in the effee execution of their responsibilities
under the legislation, there has been no developmeissuance of guidelines in this
regard and the training of MSPs was last undertak@®10. Appropriate resourcing of
the FSC to undertake the work with regard to MSRs Imot been addressed.
Accordingly, there is still only partial complianedth SR.VI.

Special Recommendation VII

40.

There has been no update with regard to measuwestmmeasures taken to comply with
SR. VII. As noted in the previous report, Partfahe AML/PTF Code deals with wire

transfers. Specifically, with regard to the Exaengl recommendations it provides a
comprehensive legislative framework to deal withméstic cross-border transfers, for
intermediary and beneficial financial institutiohandling wire transfers. The relevant
sections provide that originator information accampall wire transfers. The issues with
regard to monitoring for compliance by financiastitutions and the implementation of
effective, proportionate and dissuasive sanctioitis mon-compliance with SR. VII have

not been addressed. Accordingly, the Examinersimenendation still remains partially
outstanding.

Special Recommendation VIII

41.

A Bill and regulations on NPOs has been draftedhgy European Union funded Law
Revision Project that concluded at the end of Ma}/2in the TCI. The Authorities have
noted that the draftgrovide the framework for the regulations of NP@ighe TCI.

As a part of its sensitization campaign for thedadtiction of the new legislation, the
FSC will advise on the potential risk for an NPO lie used in TF activities.

12
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Additionally the drafts seek to provide for a systef registration which requires that
information on the purpose and objectives of theONPstated activities and on the
persons who own or control or direct those actgsitbe contained in an NPO Register
maintained by the NPO Supervisor and that thisrmédion will be available to the
public. The drafts also includeanctions against NPOs that do not comply with
AML/CFT requirements. The FSC is also working witlle FCU to ensure that all NPOs
are aware of the revised procedures with regardthto reporting of suspicious
transactions. Since there are still no enacted messto address the Examiners’
recommendations the majority of their recommendati@main outstanding. The extent
of the efforts to advise NPOs on the revised simpscreporting measures is unclear and
so there is a lack of substantial compliance wigh @lI.

Special Recommendation IX

42.

43.

44,

There has been no change in the level of complianith the Examiners’
recommendations for SR.IX. As noted in the fiftlide-up report, there is only partial
compliance with the SR.IX recommendations.

Conclusion

The Turks and Caicos Islands have made some auflitiorogress with regard to
attaining compliance with the outstanding Examineesommendations based on the
recent amendment of the AML/PFT Regulations. Witbgard to the Core
Recommendations, as noted previously Recommendati@md 10 have been fully met,
R. 5 has been very substantially complied with,LlRremains substantially met, SR. I
has not been met and SR.IV has been partially rRet. the Key Recommendations the
TCI has fully met Rec. 36. There remain outstandieficiencies with regard to Recs. 23,
26, 40 and SR. |. With regard to the non-Core oy Recommendations, there is now
full compliance with Recs.6, 7, 9, 11, 18, 19 ar?l Zhere remain outstanding
deficiencies with Recs.8, 12, 15, 16, 17, 20,221 25, 29, 30, 31, 32, 33, 34, and 38,
SR.s VI, VII, VIl and IX.

Based on the aforementioned, TCI is again urgedieal with some of the longer
outstanding issues especially as they pertain feimentation and it is recommended
that they report back to the November 2012 Plenary.

13
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Legal Systems

1. ML offense

PC

The exact scope of what the POCO appeals, amends
and saves is ambiguous.

Schedule 1 of the POCO refers to offences which|are
not defined in the laws of the TCI, namely diregtip
terrorism, people trafficking and arms trafficking.

The FATF 20 Designated Categories of Offences|are
not fully reflected in the laws of the TCI.

All the precursor chemicals under Article 3 (c)@j
the Vienna Convention are not covered by TCI lagl an
there is no precursor chemical legislation.

The effectiveness of TCI's legal framework is ditfit
to assess since there have no money laundering
convictions since 2002.

The defence to the ML offence at section 119(2hef
POCO provides a criminal with the opportunity o
escape liability merely by showing that the proper
was obtained for adequate consideration.

=3

The POCO should clearly reflect what it [SNew Regulations converting the Code into regulati
repeal or amend ang

intended to save,
consolidate of the pre-existing law
relation to anti money laundering, 3

sections 150 and 151 of the POCO do nq

effectively achieve this.  Omission
contained in Schedules 5 and 6 of the POC
should also be addressed in order to fy
reflect what the POCO seeks to do.
addition, the enabling provisions for th
offences of directing terrorism, arm

trafficking and human trafficking listed in

Schedule 1 should be clearly defined.

TCl should fully comply with Article
3(1)(c) in relation to the precursor chemic
requirements. The FATF 20 Designat
Offences should also be fully incorporat
in the laws of the Islands.

fomissions in Schedules 5 and 6 have been addre

o

NHave been prepared and made.

S(Amendment) Ordinance 2010 came into force
ecember 8, 2009 and May 24, 2010 respectivelye

hat is intended to be saved, repealed and amendeall
:')ﬁow clearly indicated.

€In essence the Control of Drugs Trafficking Ordicamand
Sformer Proceeds of Crime Ordinance are repealed.

However, transitional provisions keep them in foine
respect of matters falling under the former legista

aundering offence” have been defined in the amemdsn

SI'he offences of “drug trafficking offence” and “nen
30 section 2.

Section 119(2) is amended to require that, in amdito
obtaining adequate consideration, the defendant siasv
that he did not know or suspect that the properas
criminal property.

bn

The Proceeds oé Crim
N(Amendment) Ordinance 2009 and Proceeds of Ciime

on
Th
ssed.

3

The MLRA at its meeting held on January 21, 2011

decided to have specific legislation drafted toeroall of
the required areas relating to CFT in one placen EAJ
funded Law Reform Project underway in the TCI sk
with this work. This work was later taken out of the
Project deliverables due to other pressing legislate
initiatives and new resources will need to be ideifted.

A number of existing legislation is expected to be
amended in the law review and reform exercise ang
some new laws drafted. These include:

the Confidential Relationships Ordinance;
the Companies Ordinance, which straddles both

domestic and international business companie
(IBC*s);

an International Trusts Ordinance;

14
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the Investment Dealers and Mutual Funds Ordinance;
Proceeds of Crime, which includes Anti-Money
laundering provisions; and

the Tax Exchange of Information Ordinance.

2. ML offense—-mental
element and corporate
liability

LC

The penalties for money laundering upon summ
conviction are lenient and therefore are not disisea)
sanctions.

The efficacy of implementation of the anti-mon
laundering regime is uncertain, particularly inwief
the very low incidence of ML prosecutio

ary

The penalty for the primary mongy

laundering offences (sections 117, 118 4
119) upon summary conviction should

sufficiently dissuasive, so as not to lin]
prosecution of money laundering at tl
magisterial level to the most trivial of case

nd’he Proceeds of Crime (Amendment) Ordinance 2
beamends the penalties under sections 117 to 118isng
itthe penalties from twelve months imprisonment t t
heyears minimum and the fines from $40,000 to $20@,00
§

010

=

3. Confiscation and
provisional measures

LC

Forfeiture or confiscation of instrumentalitieseintied
for use in or used in MUFT offences are not cleg

covered by the POCO

The POCO should be amended to prov
for the confiscation and/or forfeiture
instrumentalities intended for use in or ug
in ML/FT offences.

de

f The Proceeds of Crime (Amendment) Ordinance 2
e@mends Part Il of POCO to provide for the recovefy|
instrumentalities intended for use in or in conictvith
unlawful conduct through civil forfeiture. It inaies new
sections on freezing orders.

In particular, section 59 now contains as an aalutii
objective of the civil forfeiture regime, the reemy of
property which is, or represents “property that bagn
used in, or in connection with, or is intended ¢éoused in,
or in connection with, unlawful conduct”. A ne
definition of tainted property is also included.

There are a number of sections that amend varext®as
in PART Il to give effect to the recovery of tadut

property.

P10

Preventive measures

4. Secrecy laws
consistent with the
Recommendations

This Recommendation is fully observed.

15



5. Customer due
diligence

DRAFT

NC

There are no requirements in the POCO and AMLR
which prohibit financial institutions from keeping
anonymous accounts or accounts with fictitious reame

No requirement for the conduct of CDD measures
where the financial institution has doubts abou th

veracity or adequacy of previously obtained custoime
identification data.

No requirement for financial institutions to contluc
CDD on legal persons or legal arrangements.

No requirement for financial institutions to verifiyat
any person purporting to act on behalf of a custome
who is a legal person is so authorized, and ideatid
verify the identity of that person.

No requirement for financial institutions to verifige
legal status of the legal person or legal arrangéme

No requirement for financial institution perfor
enhanced due diligence for higher risk categories o
customer, business relationship or transaction.

E

No requirement for financial institutions to contyc
ongoing due diligence on existing customers.

No requirement for financial institutions to perfor|
enhanced due diligence on high risk customers.

No requirement for financial institutions to uncee
CDD measures when carrying out occasiopal
transactions that are wire transfers in the circanmses
covered by the Interpretative Note to SR VII.

No requirement to terminate the business relatipnsh
if proper CDD cannot be conducted.

No requirement for financial institutions to enstinat
documents, data or information collected under [the
CDD process is kept up to date.

Lack of guidance on matters such as PEPSs, riskdbpse
approach and reduced CDD impacts on the
effectiveness of the TCI's AML/CFT regime.

o

The scope of AML/CFT legislation in the TCI doeg )
cover financial institutions that engage in mortgs
lending.

«Q

No effective implementation of AML/CFT regime as| a
result of recent enactment of legislation (AMLR and
Code) and guidance.

Legislation should be enacted or amendedection 111 of POCO has been amended and proided

to require that financial institutions: ihe jssuance by the Reporting Authority of Codes an
undertake CDD measures when carryingidance.

out occasional transactions that are wire

transfers in the circumstances covered |bype new section 111(5) provides that a Code issinelgr

the Interpretative Note to SR VII; verify section 111 is subsidiary legislation and hasléglslative
that any person purporting to act on behalffect.

of legal persons or legal arrangements is so
authorised and identify and verify thethe aAnti-Money Laundering and Prevention of Tewsb

-

identity of that person; take reasonablginancing Regulations were enacted on July 29, 2010

measures to determine the natural persomsyt || deals with Customer Due Diligence. Regolati1
that ultimately own or control legal personsequires a financial business to conduct CDD. Aegspn
or legal arrangements. that contravenes that regulation may be liable fime up
Legislation should be enacted or amen ett? $50’000'00'.. The Regulations also provides
to prohibit financial institutions fro enhanced due diligence.

keeping anonymous accounts or acco

with fictitious names. .
numbered accounts. It provides for a penalty oftap

Legislation should be enacted or amende8100,000.00 if a financial business sets up or ta@ia an
to require that financial institutions condugctanonymous account.
CDD measures whereby the financial

institution has doubts about the veracity [oSchedule 2 of the Regulations contains the meaofng
Included are persons engaged i

adequacy of previously obtained customefinancial business.

identification data. lending, including consumer credit and mortgageditre
accountants, auditors, legal

Legislation should be enacted or amendefihancial/investment advisors.

to require that financial institutions condugct

CDD on legal

arrangements. Financing Code 2011 came into force on 6 May 2011.

. art 1l of the Code deals with Customer Due Ditige

There seemed to be a high I(_evel ) End a summary of the principal requirements wittpeet

dependence on  personal relatlonshlpﬁz) customer due diligence is set out on pages 2% tof

between financial institutions and client he Code and comprehensively —addresses
which results in CDD measures not beh%commendations of the ASSessors

carried out. During interviews witl
financial institutions these institution
typically indicated that the reason fi
limited or no CDD measures is a result |0
the small size of the local industry and th
fact that everyone knows each other. Sy
scenarios may open the TCI to a higher r
of financial institutions being used fd
money laundering and financing
terrorism. Therefore, TCI authorities shou
develop a sensitization campaign wher¢
financial institutions are made aware of t
benefits and requirement to do relevg
CDD.

SThe AML/IPTF Regulations was amended on %

Pecember 2011to provide for specific provisions fo
occasional transactions that are wire transfers ando
nsure that the requirements of EC 5.2 apply to all
inancial institutions and not just Money Service
usinesses.

=

O

== 0

The AML/PTF Regulations (regulation 5) was
amended on ¥ December 2011to require the
etermination of the natural person who ultimately
wns or controls customers that are legal personsr g
egal arrangements. (EC 5.5.2(b)and to require the

verification the legal status of the legal personrdegal

arrangement (EC 5.4(b))

a

==}
o

Regulation 5, now provides that customer due diligece

the natural persons that ultimately own or controlthe
customer where the customer is not an individual.

The TCI continues on its sensitization campaign td
make financial institutions aware of the benefits b
meeting AML/CFT requirements. The FSC held
AML/CFT training in November 2011 for industry
practitioner, which focused on the 48Quirements othe

Training is also planned to be conducted before th
end of 2012 During the November 2011 training, the
FIU hosted a session. The FIU also conducted a twi
hour of AML training with the staff at one of the local

T T T T T T ST T

persons or legalThe Anti-Money Laundering and Prevention of Tesbli

measures include measures for determining who arg

new code and establishing a compliance manual.

for

nEegulation 16 deals with shell banks and anonymous

professionals, and

the
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6. Politically exposed NC | No requirements concerning PEPs are applicable to ) o ) L The Anti-Money Laundering and Prevention of Tesbi
persons regulated persons at present. +  Financial institutions should be required [torjnancing Regulations contain provisions relatn@EPs.
seek senior management approval forl BEps are defined in regulation 6. Regulation Hires

No requirement for senior management approval of a relationship with a customer who is fountdanhanced due diligence and ongoing monitoring oRsA

relationship with a customer who is found to beE®P to be a PEP and to continue a relationshigng imposes a fine of up to $50,000.00 if that fatgn is

with a customer who is subsequently foup@gntravened

No requirement for senior management approval to to be a PEP or who subsequently becomes a
continue a relationship with a customer who |is PEP. The Financial Services Commission issued guidance i
subsequently found to be a PEP or who subsequéently 0l}elation PEPs in August 2009.

becomes a PEP. . The FSC should consider issuance

guidance with regard to financial

institution’s handling of relationships with The Anti Money Laundering and Prevention of Tesbri

Little awareness of the requirements in relatiorthi® PEPs Financing Code addresses the requirements of @6,
performance of enhanced CDD measures on high|risk ' section 13(1) and (3). Approval by senior managerta
customers who are PEPs. financial institution is required for the continigat of the
financial institution’s relationship with a customeho is
No effective implementation of AML/CFT regime as| a found to be a PEP and to continue a relationshih wi
result of recent enactment of legislation (AMLR and customer who is subsequently found to be a PEPhar
Code) and guidance. subsequently becomes a PEP.
AML/PTF Regulation 13(2)(d) also requires enhan
CDD for PEPs.
7. Correspondent NC | No requirement to determine the reputation of a . . o
banking respondent and the quality of supervision. ¢ TCI authorities should consider issuifgThe Anti-Money Laundering and Prevention of Tesbfi
more guidance to financial intuitions 9dnrinancing Regulations provide that no bank opegatinor
No provision to obtain senior management apprgval matters relating to AML/CFT. from the islands shall enter into or continue
before establishing new correspondent relationshipg correspondent banking relationship with a shellkbana
bank that is known to permit its accounts to bedusg a
No provision to document respective AML/CHT shell bank.

responsibilities in correspondent relationships.
Regulation 16 provides for a fine of up to $100,000f a

No requirement for financial institutions with bank acts in contravention to the regulation.
correspondent  relationships involving “payable-
through accounts” to be satisfied that the responge With regard to Rec. 7, Sections 42 and 43 of thdeCi
financial institution has performed all normal CDD deals will correspondent bankingregulation 16 was
obligations on its customers that have access do| th amended to extend it to all financial institutionsin
accounts. accordance with a decision taken by the MLRA in its
meeting in December 2010. Regulation 16 w4
No requirement for the financial institution to be amended on 1st December 2011 to make it clear thg
satisfied that the respondent institution can mfevi the prohibition regarding entering into or continuing
reliable customer identification data upon request. corresponding banking relationships with shell bank

applies to all financial business.
No effective implementation of AML/CFT regime as| a
result of recent enactment of legislation (AMLR and
Code) and guidance.

17
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8. New technologies &| NC | No provision for financial institutions to have [face . ial institut hould h in ol Regulat!on 13 of t'he Anti-Money Lauqdering a'1d
non face-to-face or take such measures as may be needed to preeent t Financial institutions should have in platepreyention of Terrorist Financing Regulations reegii
. misuse of technological developments in money or take such measures as may be neededdgnanced due diligence and ongoing monitoring wiieze
business laundering or terrorist financing schemes. prevent the misuse of technologicaleystomer has not been physically present for idieation
developments in money laundering pr
terrorist financing schemes. Section 6(2) of the Code covers EC. 8.1 which meguj
that financial institutions should have measureglate to
deal with the misuse of technological developments
TCI authorities should consider bringing
the business of mortgage lending undef Section 24 of the Code covers EC 8.2 which requhas
licensing regime which will make it subje¢tpolicies and procedures be in place to addresspegific
to AML/CFT requirements. risks associated with non-face to face business
relationships or transactions
The FSC will consider whether there is a need to brg
the business of mortgage lending under a licensing
regime and to this end will conduct a market survey
review and analyse the result of this survey by Mah
2013.
9. Third parties and PC | No requirement for all financial institutions reig on

introducers

a third party to immediately obtain from the thparty
the necessary information concerning elements ©f
CDD process covering identification and verificati
of customers and beneficial owners and the purg
and intended nature of the business relationship.

No provision requiring financial institutions totisfy
themselves that the third party is regulated
supervised (in accordance with Recommendations|
24 and 29) and has measures in place to comply
the CDD requirements set out in Recommendatio
and 10.

and

23,
with
s5

Financial institutions relying on a thirl Requlation 14 of the Anti-Money Laundering and
party should be required to immediatdlyprevention of Terrorist Financing Regulations pdeei
obtain from the third party the necessdryhat a financial institution may only rely on inthacers and
information concerning elements of theintermediaries who are a regulated person or aigior
CDD process covering identification ardrequlated person. The regulation requires intreduiand
verification of customers and beneficialinermediaries to have carried out CDD and to nadn
owners and the purpose and intended nalUfgcords of that information which would be avaitabpon
of the business relationship. request from the financial business or the Commissi It
Financial institutions should be required oalso pr_ovides that the financial business will_hblb for
satisfy themselves that the third party ifny fallu_re to apply CDD measures by the infroduse
regulated and supervised (in accordal C@termedlary.
with Recommendations 23, 24 and 29) gn . .
has measures in place to comply witzl hgzegulatlon 1{%l of the AML/PFT_ Regulations was
CDD requirements set out i amer)ded on December_ 2011_to _|nc|_ud¢ the sp(_ecm,
Recommendations 5 and 10. wording of EC 9.1 that Financial institutions relying
upon a third party should be required to immediatel/
Financial institutions relying on thirg obtain from the third party the necessary information
parties should be ultimately responsible foeoncerning certain elements of the CDD procesp
customer identification and verification. | (verifying the customers identity and the ultimate
beneficial owner, who is a natural person).This isalso
TCI authorities should make more expliciteflected in section 27 of the Code
requirements for financial institutions
immediately obtain from the third party
the necessary information concerning
certain elements of the CDD process and
for financial institutions to accept

1
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introducers pursuant to its assessment of

AML/CFT adequacy.

10. Record keeping

P(

C There are no requirements for financial institusido
maintain records of the identification data, acdo
files and business correspondence for at least/éeges
following the termination of an account or busing
relationship (or longer if requested by a compef
authority in specific cases upon proper authority).

un

SS
ent

It is recommended that the TCI review
legislative and regulatory provisions to ta
consideration of all requirements
Recommendation 10 particularly as
pertains to the retention of records and t

appropriate legislation should be enacted dgansactions.

soon as possible.

ts Regulations 18 and 19 of the Anti-Money Laundedng
pfrecords to be kept for at least five years. Theserds

haufficient to enable a reconstruction of the indial

Failure to comply with that regulation will resutft a fine
up to $100,000.00.

Part VIl of the Code comprehensively deals with
Assessors’ recommendations with
Keeping and the Guidance on pages 83 and 84 @@dle
describe the obligations of financial businessesegpect
of Record Keeping.

Additionally, in respect of accounting records f
Companies (Amendment) Ordinance 2011 and the Lim

section 57 of the Companies Ordinance and secfioof 1
the Limited Partnerships Ordinance respectivelgxpand
the record keeping obligations in respect of corgzmand
Limited Partnerships and to create an offencediure to
maintain such records. The fine imposed in eask taan

into force on 29 July 2011.

A new Partnerships Ordinance was made in|
October 2011 and came
November 2011. This new Ordinance codifies th
law relating to partnership. Under the common
law legal system, the basic form of partnership ig
a general partnership in which all partners

its debts. A partnership is defined as the
relationship which subsists between person
carrying on business with a view of profit.

A key feature of a partnership is that it does not
have a legal personality of is own. In the eye ofi¢
law, a partnership is merely a way of describing
the individual partners who make up the

partnership. Thus unlike companies where 4

19

éPrevention of Terrorist Financing Regulations regui

into force on 1st

manage the business and are personally liable fqr

itnclude CDD, account files and transaction records

regard to Regord

he
ite

Partnerships (Amendment) Ordinance 2011 amended

amount not exceeding $50,000. Both amendments game
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member of the company is to a large exten
insulated from liabilities of the company, in a
partnership, each partner is held responsible not
just for the liabilities caused by his actions, but
also for liabilities incurred by each partner.

By virtue of section 28(1), partners are bound toender
true accounts and full information of all things
affecting the partnership to any partner or his agets.
Under section 28(2), a partnership must keep or cae
to be kept proper books of accounts including day
books of accounts and underlying documentation
including contracts and invoices, with respect to—

(a) all sums of monegceived and
expended by the partnership and the matter in respe
of which the receipt and expenditure take place;

(b) all sales and purchases of goods by
the partnership; and
(c) the assets and liabilities of the
partnership.

For the purpose of subsection (2) proper books o
accounts do not satisfy the statutory requirementd be
kept if there are not kept such books as are necesg

to give a true and fair view of the state of the
partnership’s affairs and to explain its transactimns.
(section 28(3))

Every partnership must keep all books of accountg
required to be kept under subsection (2) for a
minimum period of five years from the date on which
they are prepared. (section 28(4))

Any partner who knowingly contravenes, permits or
authorizes the contravention of the provisions of
subsection (2) or (4) commits an offence and is ke on
summary conviction to a fine not exceeding
$50,000.(section 28(5))

11. Unusual
transactions

NC

No requirements for special attention to be paid
characteristics of size and purpose of transactions

No requirement to put findings in writing that rés
from a closer investigation of complex, unusuagda
transactions or unusual patterns of transactioas

th

have no apparent or visible economic or law

ful

TCI authorities should expand the scope|op,

attention for unusual transaction patterns tfinancial businesses to establish, maintain andeiment
include characteristics of size and purpdsgppropriate risk-sensitive policies, systems amrots to

as addressed in Rec. 11 (essential crite
11.1).

Regulation 17 of the Anti-Money Laundering a
revention of Terrorist Financing Regulations reegli

io&event and detect money laundering and terrg
financing which provide for identification and stiny of

Financial institutions should be required to

complex or unusually large transactions and of

nd

rist

her

F activities.
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purpose.

No minimum record retention period applies for the

findings resulting from a closer investigation
unusual transaction patterns.

pf

No effective implementation of AML/CFT regime as| a
result of recent enactment of legislation (AMLR and

Code) and guidance.

set forth in writing any findings related to

closer examination of the background andhe Code addressthese requirementsSection 28 of the

purpose of unusual transaction patterns.

The record retention policy addressed un

section 7 of the AMLR should be expanded,

to provide for the retention of recordsyegpect of such records for a period of at leastyiars
related to a closer investigation of the

unusyal

background and purpose of
transactions.

a

Code requires financial businesses to keep a wrigeord
of transactions including unusual transactionsctiSe 37
j%quires a financial business to maintain recd
EG&oncerning reviews of and the conclusions reachme

rds
/I

12. DNFBP-R.5, 6, 8-
11

NC

For the majority of the DNFBPs that have not been

subjected to the TCI AML/CFT legislative framewo

-~

it remains unclear how TCI authorities will ensyre

proper compliance with recommendation 5, 6 an

through 11 of the FATF. Except for trust and compg

service providers which are considered finan
institutions, effective implementation of Rec. B2Ks
for all remaining groups of DNFBP’s.

i 8

=}

ial

No contact has been established with dealers in
precious metals or precious stones to inform thém o

the AMLUCFT legislative changes and t
consequences thereof for the relevant industry.

TCI Authorities have not determined yet who will
responsible for the compliance oversight of thdeteg
in precious metals and precious stones.

TCI Authorities have not defined the targeted thskt
it aims to manage with the inclusion of dealers
goods of any description involving a cash paymen
$50,000 or the equivalent in any currency, under
definition of relevant businesses, and conseque
TCl authorites are unable to develop
implementation plan for this specific group
DNFBPs.

There is a lack of information to the real est
industry, about the AML/CFT changes in t
legislation and its implications for the sector.

e

pe

in

o]
th
ntly
an
pf

ate
ne

Contact the relevant new businesses

professions that have been subjected| g,

AML/CFT rules and regulations due to tl
recently enacted legislation and infor]
them of the consequences of these cha
for their respective industries.

Define the major risk area targeted ung eji_

the group of DNFBP’s categorized
“dealers
involving a cash payment of $50,000 or t|
equivalent in any currency”.

Determine who will be responsible for theother than casinos requiring them to register t

oversight of the precious metals al

precious stones industry and the industrand other details with the FSC on or befofeJanuary

labelled as “dealers in goods of a
description involving a cash payment
$50,000 or the equivalent in any currency

Where not regulated, TCI should regulgte® pecember 2011. These Amendment Regulatior

market participants in order to be able
monitor compliance by these mark
players with applicable AML/CFT rule
and regulations;

Determine who will be responsible for the

regulatory oversight of the releva

DNFBP’s;

In light of client privileges issues that mightdelivery of AML Training.

arise relative to the implementation of
oversight regime for legal advisers, it
advisable that a structure be maintained
these DNFBP’s, where their duties relati
to financial or real estate transactions

in goods of any descriptign

The POCO has been amended to include provisiona
aNdon Regulated Financial Business Supervisor. Th
sinesses are now required to be registered ‘hith
EeNRFB Supervisor. The NRFB Supervisor has the po

9fRancial business, issue directives and take plisary
action.

s he Anti-Money Laundering and Prevention of Teisb
Financing Regulations also contain provisions idato
1@on—regulated financial businesses in Part V. PO
provides that the Commission is the NRFB (DNRH
Supervisor. The FSC has issued notices to all NR|

hdoeneficial ownership, place of business, typesusiness

ny2011.

pf

" The Anti Money and Prevention of Terrorist Financing
(Amendment) Regulations 2011 come into operation o

tamended regulation 24, to specify that there shalie a
Blseparate part of the NRFB Register for each categpr
5 of non-regulated financial busines§DNFBPS).

Training for the Bar Association on DNFBPs is bei
planned.The FSC will engage the Bar Association b
September 2012, through its executive body, the B4
Council, to formalize the use of that body for the

t

an

isThe role and functions of the Gaming Inspectorates
tdabled for discussion at the January 2011 meetinife
VILRA and it was decided to list it for further digsion at

or

ese
t

wer

Mo take enforcement action against a non-regulated

B)

n

ng

=

othe next meeting of the MLRA scheduled for Septem

21



DRAFT

The TCI real estate sector is currently not regala
thereby imposing a constraint to the effective
implementation of an AML/CFT oversight regime fp
the relevant sector.

=

No implementation plan has been developed yet|for
the regulatory oversight of the legal practitioners
industry or the accounting/auditing industry relatto
their compliance with AML/CFT rules and
regulations.

The gaming industry lacks the implementation of [an
AML/CFT compliance supervisory regime.

The role of the Gaming Inspectorate and the FCU in
the implementation of the AML/CFT framework is npt

clearly defined

behalf of their clients is
physically separated from their other leg
proceedings assistance duties.

TCI should consider the use of the Bagcretary, Finance attended the September 201

Association as a channel for the training
industry practitioners.

TCI should define the role of respectively,

the Gaming Inspectorate and the FCU,
the implementation of the AML/CFT
framework, in order to avoid inefficiencies

Adequate training should be provided J;dludget for the new financial year.

gaming inspectors and their role and le
authority in  the
oversight of the AML/CFT framework fo
the gaming industry should be clean
defined.

legally and 2011, at which time Gaming Inspectorate officiaksrevin

implementation and Sections 2, 111,116, 120, 121,148F, 148Q and 148M

ahttendance.

The Gaming Inspectorate and the Permanent
0fneeting of the MLRA and both were briefed on the
recommended improvements and provided with copieg
of the relevant documents and information. The
“Permanent Secretary, Finance agreed to place the
required improvements to the Gaming Inspectorate on
the agenda of the Ministry of Finance’ work plan so
that they can be prioritised in the Government's

al

POCO were amended to reflect the correct name of &h
IlyAML Regulations. This amendment came into force on
1% December 2011.

13. Suspicious
transaction reporting

PC

The guidance provided for the effective executidén| o
the suspicious transaction reporting requiremenbis
considered sufficient

The broad time frame given by the POCO has been
interpreted by the industry to be time periods fesm
quite long. (24 to 30 days).

The awareness amongst financial institutions fer [th
misuse of TCI's financial system for the financiofy
terrorist is low thereby affecting the effectivesesf
the CFT regime.

The deficiencies identified within R 1 as it pentaito
predicate offences not defined in the TCI laws;
specifically directing terrorism, people traffickirand
arms trafficking are also applicable here.

TCI Authorities should provide for morg

guidance in the process of reporting unusuiathis was published at a presentation to the inglizstway
transactions. In this regard, standardizeg

STR-forms that meet the requirements
the industry should be issued. Furthermg
the means through which STRs should
filed with the FCU should be standardized

TCI Authorities should consider issuin
guidelines on the fiing of STRs whic
includes information on the requirement fi
timely filing to ensure a prompt reportin
behaviour.

The standardized reporting form has been improved.

€8f a two-hour presentation, including power poutpies

r(g)f which were distributed.

b@ revised form has since been circulated with guods|
notes attached. Although guidance information is
provided as a part of the Money Laundering Reportirg

0 Authority’s Suspicious Transaction/ Activity form,

mponsideration is being given to the issuing of guighce

gnotes under section 111(2) of the Proceeds of Crimn
Ordinance.

9

Part 5 of the Code contamequiremert for the timely
filing of SARs, including a prescribed timeframeitfvin
24 hours) (See section 120 in the POCO)

14. Protection & no
tipping-off

This Recommendation is fully observed.

15. Internal controls,
compliance & audit

PC

[

Applicable requirements for the implementation of
internal control framework do not address the issiue
CFT.

The FCS should screen the Policy Manua
of all supervised financial institutions, t
ensure compliance with CFT.

The FSC screens policy manuals both at the poirerev
I$in entity applies for licensing and also during iten
examinations.

The FSC has included a review of training logs paraof

The FSC should play a more active role
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Policy manuals of entities supervised by the FSC| do
not include CFT.

No requirements in place for the appointment of|an
independent audit function to test compliance with
procedures, policies and controls on AML/CFT.

No effective implementation of the AMLH
requirement to keep training records of employees.

No requirement to have financial institutions paot
place screening procedures to ensure that
standards apply when hiring new employees.

high

Creating awareness amongst

The TCI should provide guidance f
financial institutions on the implementatid
of an independent audit function to tsg
compliance with AML/CFT procedures
policies and controls.

TCl should take appropriate action
implement the recently enacted AML|
requirement to keep employees traini
records.

The TCI should amend its requirement fi
screening relevant personnel upon hirin|

to the screening of all employees to fully

comply with essential criterion 15.4.

financialits onsite inspection regime.
institutions with regard to the issue of CFT.

The FSC is to do compliance guidelines, which is
Finclude provisions on how the audits are to be ootet.

n
Skections 6 and 30 of the Code deal with internabing
15.2.

F?The Anti-Money Laundering and Prevention of Tesb

=]

usiness must maintain policies regarding the sangeof
employees and internal controls.  Contravention
rregulation may result in the financial businessgdined
g,up to $50,000.00.

As part of the FSC’s continuing efforts to enhancats
supervisory regime, the FSC is working to issue

{inancing Regulations now provide that a finangi

Financial institutions should be required to
have their screening policy for new
personnel formalized and documented for
review by the FSC.

guidelines to financial institutions on the internd audit
function. These guidelines will include informationon
AML/CFT compliance. It is anticipated that a first
draft will be prepared and published by the end ofthe
third quarter of 2012 (September).

16. DNFBP-R.13-15 &
21

NC

There is a lack of implementation of the AML/CHT
legislative framework for DNFBPs

To date no STRs have been filed with the FCU by any
category of DNFBP, except for Trust and company
service providers.

No training of DNFBPs on the filing of STRs.

DNFBPs have not implemented an internal framewprk
for the compliance with AML/CFT rules and
regulations.

TClI should ensure an effect
implementation of the recently enact
AML/CFT legislative framework for
DNFBPs, including the requirement for tl
filing of STRs.

TCI Authorities should consider training fq
DNFBPs on the filing of STR’s to promot
a compliant regime within the releval
industries.

The relevant supervisory authorities p
category of DNFBP should issue guidelin
and instructions on the drawing up a
maintaining of internal frameworks fd
compliance with AML/CFT rules an
regulations.

€ The FCU has met with and advised stakeholders i;1
2dhrea of the requirements for filing STR’s.

€The NRFB Supervisorisiasto conduct training, by the

end of July 2011, for DNFBPs on the filing of STRs
; promote a compliant regime within the relevant istdes.
b andissue guidelines for each category of DNFBP.

nt
The FSC has been identified as the NRFB Supervisg
under the POCO and is currently reviewing its
Eupervisory capacity to determine what additional
esources are required to undertake this new areafo
esponsibility including the employment of additioral

staff. This has an implication on the current staff
housing of offices both in Grand Turk and
Providenciales. That issue must first be resolvedlhe

FSC will then be in a position to take on additionk
staff for the position of NRFB Supervisor and
additional compliance officers as necessary. The ES
has already commenced a system of registration, wdhi

will continue on resolution of resources and capatyi

e
e
n
r
1

» proceduresnd includes a provision in similar terms to EC

D

=

issues. It is anticipated that these issues will bsettled
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by the end of the first quarter in 2013 (March 2013

17. Sanctions

PG

The sanctions in the legislative framework are pot

effective or dissuasive.

Financial sanctions cannot be applied by
supervisory without a court order.

The sanctions applicable in case of non-complial
with provisions of the AMLR in respect of regulatig
10 are not defined in the respective legislation.

nce

The TCI supervisory authority should

promote an effective implementation

enforcement actions in order to increase thedministrative penalties against licensed entitiesn
Services (Financial

dissuasiveness of the existing sanctig
framework. This can be improved among

other methods through improvement of the
follow up provided by the supervisory Since its enactment the FSC has undertaken sever

authority relative to outstanding issues w|

regard to the compliance with AML/CFT been dissuasive and resulted in compliance withotite
by financialrelevant financial institutions having to be fined, save

rules and
institutions.

regulations

The TCI Authorities should
appropriate adjustments to its legislati

framework to provide for the FSC toprogramme during 2011. A table and detailed

impose financial sanctions without col
order in case of non-compliance wi
AML/CFT rules or regulations.

The TCI should include in the AMLR the companies, with a few trust and, company manager

sanctions applicable to an offence un
AMLR section 10(1).

make |n continuing to foster compliance among licenseeand

pfThe FSC takes enforcement action and issug
naccordance with the Financial

sPenalties) Regulations made on October 29, 2010.

thdisciplinary actions under the Regulations, which ave

in one case.

8n this regard, the FSC had a vigorous enforcemen

Menforcement action taken during the year was supmi
hto the CFATF. The information reveals that the FSC
has taken a total of 138 enforcement actions during
2011. The majority have been against insuranc

€nd one money remitter. The majority of actions (8)
have involved a ‘notice of intention to revoke licace’.
During the period, there was the suspension of acknce
and the surrender of a licence.

18. Shell banks

PQ

Although the Code appropriately addresses sheks
it cannot be properly enforced.

AN

Financial institutions should
permitted to enter into, or
correspondent banking relationships w|
shell banks.

Financial institutions should be required
satisfy themselves that respondent finan
institutions in a foreign country do nd
permit their accounts to be used by sh
banks.

not be The Anti-Money Laundering and Prevention of Teisbi
continue,Financing Regulations provide that no bank opegatinor

tfrom the islands shall enter into or continue
correspondent banking relationship with a shellkbana
bank that is known to permit its accounts to bedusg a

tgshell bank.

ial

t Regulation 16 deals with shell banks and providesaf

efine up to $100,000.00 if a bank acts in contraigento
the regulation.

Regulation 16 prohibits banks from carrying on hass
with a shell bank. Regulation 16 and Part 8 ofCloele are
to be amended to extend thejpplication to all financial
institutions.

al

D

19. Other forms of
reporting

NC

It appears that the TCI Authorities have not coarsd
the feasibility and utility of implementing a syste
where financial institutions are required to repait
transactions above a fixed threshold.

We advise that the TCI consider tl
implementation of a system where all (ca:
transactions above a fixed threshold

required to be reported to the FCU. In th

€TCI Authorities considered and decided againstutbes of
system where all (cash) transactions above a f

threshold require reporting to the FCU.
is
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regard TCl should include as part of th

Bir

considerations the possible increase of STRs

filed, the size of this increase compared
resources available for analyzing t
information and the effectiveness of t
additional intelligence in the process
intercepting illicit activities.

to

pf

Non
ated

—

and

20. Other NFBP & PC | TclI has not considered the risk of other non-firian¢ ar
. . : : ! TCl should consider if there are other NndnpoCO has been amended to include a regime for a
Securg transaction I;E;l)r;essesce)fsMi?t'i:T;.)rofe55|ons being misused for| the financial businesses and professions that Afgogulated Financial Businesses and a Non Regu
techniques at risk of being misused for ML or FT. I Financial Business Supervisor and actions have tadem
this (egard, TCI should‘ specifically assdsgy register NRFBs since Januafy2011.
TCI Authorities have not considered or taken adsjlia the risk of ML and FT in the construction
steps to ensure that the money laundering Fisk industry, considering the amount of cashrhe MLRA, at its meeting in December 2010 decided
associated with the large volumes of cash at thimea turnover in this industry. have a sub-committee assess the risk of the cotistiu
are reduced. N ) ) industry being misused for ML and FT purposes
TCI Authorities should consider taking dnprepare a paper for consideration of the MLRBe sub-
intermediary role in the process ofcommittee is due to report to the MLRA on its finding
establishing  proper  communicationspy 1t September 2012.
between local banks and the casino, in orgder
to assure that credit card facilities for casingredit card facilities are now available in casinos
clients are available at the casinos placg of
businessn order to reduce the amount pf
cash in circulation in the casino.
21. Special attention for NC The majority of financial institutions do not obger

higher risk countries

the level of compliance of the foreign jurisdictishen
establishing international business relationships.

No effective implementation of AML/CFT regime as| a
result of recent enactment of legislation (AMLR and
Code) and guidance.

The FSC should promote an effecti
implementation of a country

management regime with regard
AML/CFT. In this regard, the FSC shou
promote an effective implementation

ris

provisions 4.18 and 4.23 of the Cod

amongst licensed institutions.

It is not a conclusive requirement to issug
blacklist containing countries that do not
insufficiently apply the FATF standard
However, if a particular jurisdictiorn
continues to impose a high risk for ML

TF on the financial services industry of the

TCI, the FSC should consider applying
powers under the FSCO to issue additio
guidance on the subject. In this respect,
FSC might consider for example issuing
list of countries that do not or insufficientl
apply the FATF standards and for whi

€The MLRA has deliberated on the Examiner's
recommendations to consider the appropriate counter
[9measures for the TCI to take against countries thato
dnot or insufficiently apply the FATF Recommendatiors
bfand decided that the FSC will create an advisory oits
Svebsite regarding carrying on business with countgs
which do not sufficiently meet the FATF standards ad

L Qrovide a link to the FATF list of countries which do
ot sufficiently meets its standards. This will be
L completed by August 2012.

(=]

The Anti-Money Laundering and Prevention of Tersb
Financing Regulations require enhanced CDD
enhanced ongoing monitoring on a risk-sensitiveisb

25 hen the financial business proposes to have anéss

th lationship with a person connected with a couitttat
oes not apply or insufficiently applies the FAT

y recommendations.

h

and
as
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transactions  originating  from  theg
countries should be subject to a high
degree of scrutiny.

eThe Money Laundering Reporting Authority is presen
egiving consideration to appropriate counter meastoee
applied against countries who do not or insuffidien
apply the FATF recommendations

t

aThe Anti-Money Laundering and Prevention of Tesb

22. Foreign branches & NC There are gurrently no _provisiops in place pertejrtd Although, the TCI does not have any lodal'! _ ‘ : ti
subsidiaries the regulation of compliance with AML/CFT rules and financial institution, with foreign branchas Financing Regulations contain provisions for the
regulations by TCI financial institutions’ subsides and/or subsidiarie’s TCI should consice,alpplication of the Regulations outside of the Idk&n
in foreign jurisdictions. including regulationé pertaining to possibIeSpeCiﬁca”y Regulation 10 provides that a branah|o
TCl financial institutions’ subsidiaries i1subsidiary of relevant financial business locatedor
foreign jurisdictions. Particularly in light of incorporated in a country outside the Islands staihply
the envisioned growth of the financi al|with the regulations and Code, to the extent thatlaws
services industry. of that country permit.
Section 6 of the Code requires all branches pand
subsidiaries to be compliant with the establishelicies
systems and controls.
23. Regulation, PC | The integrity component to the “fit and proper’tieg +  The FSC should develop clear procedufebhe FSC has issued fit and proper guidelines to |the
supervision and of relevant persons is not clearly specified byFBE. for the assessment of integrity of relevanindustry which covers these matters.
itori persons, as part of its execution of the ffit
monitoring and proper” testing requirement. The FSC is currently considering including thgse

There was no evidence that Collective investmy
Schemes’ Core Principles (I0SCO) apply for Mut
Funds in TCI.

The recently enacted legislative framework prowvid
for the licensing and supervision of MVT is not Y
effective.

ent
al

The TCI should consider the relevance
including collective investment schem

“Core Principles” in their supervisory regime which continues to grow.

framework.

The TCI should develop an approach dn he FSC will be including collective investment eofes
set clear terms for the effectide —°r€ Principles’ in their supervisorframework. The

implementation of the recently enact
shoul

consider its resources and where requi

MTO. In this regard, the TCI

take action to support an effecti

implementation of a supervisory regime fpr

MVTs

?rinciples in its supervisory framework.
o]

PSThe MTO is now effective with an established lidegs

2

" OSCO, which the TCI hopes will be considered soon
10SCO.
re

eThe FSC is currently in the process of reviewing &
securities legislation to bring it up to standard vith
I0OSCO Core Principles and other internationally
accepted best practices. A first draft of the legiation
has been prepared however, it is recognized that
significant amount of work remains to be completedn
the Bill itself and on the drafting of subsidiary
legislation to compliment the Bill. Further, once his
work has been completed the Bill has to undergo
period of consultation with the Industry. This is a
lengthy process, which is anticipated to be compled
ambitiously, by the end of the first quarter of 20B
(March 2013). Additionally, the Money Transmitters

SC is also actively working on its membership into

by

13y

Ordinance has been fully implemented. There arg
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currently four licensed Money Transmitters. Of this

number, one licensee was inspected last year and
licensees have undergone onsite inspections sind¢e t
beginning of this year. The FSC’s Banking departmen
has noted that it expects all Money Transmitters to|
have completed their risk assessment by the end thfe

financial year 2013. Detailed AML/CFT guidance for
Money Transmitters is set out in the AML/PTF Code.
Formal reporting for Money Transmitters was

introduced in September 2010 with the mandatory
reporting process commencing as at the end of thadt

quarter in 2010. Money Transmitters must report on
and complete financial returns and supplemental
reports which show inter alia, the largest transadbn,

the number of transactions and the value of
transactions for each month in a quarter both for tinds
sent as well as for those received. Additionally here
are two other supplemental filings which require
information on all single and aggregate transactios
above USD $5,000 in any one month for funds sent 4
well as for those received

24. DNFBP -
regulation, supervision
and monitoring

NC

No implementation plan in place addressing
relevant issues pertaining to the effecti
implementation of an AML/CFT oversight regime f
the gaming industry.

The due diligence performed on entities requesdir
gaming license is not formally established, noiitig
clear that all key personnel are subjected to Bgru
for the purpose of granting a gaming license.

TCI authorities have not appointed oversight bags)(i
that is/are responsible for monitoring compliandthw
AML/CFT rules and regulations by DNFBPs (exce
for trust and company service providers that fatiier
the supervision of the FSC).

No effective implementation of the enforceme
regime for DNFBPs.

The Gaming Inspectorate does not have the abdit
disclose information to overseas regulators and
domestic regulators.

the
e
)

=

to

TCI should draw up an implementatig

plan, for the AML/CFT supervisory regime

for casinos. This plan should address
following:

oWho is responsible for the trainin
of gaming inspectors in the are
of AML/CFT  compliance
oversight;

oWho is responsible for informing
the relevant sector of th
AML/CFT changes and thg
respective implications for th
relevant sector;

oWho is responsible for training g
the gaming industry in the
introductory phase;

oWhat are the tools required for g
effective  oversight of the
industry’'s  compliance  with
AML/CFT laws and regulations;

This is tobeing considered by the MLRAt its meeting
Nscheduled for September 2011.

hgasinos are now covered in the definition of firiahd

business in the Anti-Money Laundering and Preventb

gTerrorist Financing Regulations.

aPOCO and Anti-Money Laundering and Prevention
Terrorist Financing Regulations now include a regifor
non-financial business persons.

e The MLRA has requested that a documented plan
& produced for the AML/CFT supervisory regime forioas
2 which should include training of gaming inspecto|
resources for the gaminigspectorate and oversight of tf
" industry, cooperation with international authostie
The Gaming Inspectorate and the Permanent
Secretary, Finance attended the September 201
nmeeting of the MLRA and both were briefed on the
recommended improvements and provided with copies
of the relevant documents and information. The
Permanent Secretary, Finance agreed to place th
required improvements to the Gaming Inspectorate on|

oWhere necessary resources sho

of

be

s,

=

ulthe agenda of the Ministry of Finance’ work plan so
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be sought to appropriately equ
the Gaming Inspectorate for th
effective  AML/CFT oversight
tasks.

The due diligence process performed for

granting of a Gaming license should be
formalized and TCI Authorities should
determine the risk areas within gaming
require that kpy

establishments and
personnel responsible for these risk areas
assessed by the Gaming Inspectorate.

The Gaming Inspectorate should poss
the ability to disclose information t
overseas regulators and to sh
information with domestic regulators.

TCI Authorities should appoint an oversig
body for each of the category of DNFBH
(same oversight body might also superv
more than one category of DNFBP) in ord
to determine effective compliance &
regulated entities  with applicabl
AML/CFT laws and regulations.

Continuing on the effective compliang
with laws and regulations, the oversig
bodies have the responsibility to enfor|
sanctions where situations of no|
compliance with AML/CFT laws are

observed. In this regard, reference is made

to section 3 where recommendations hg
been made relative to the AML/CFT nol
compliance sanctioning/enforceme|
regime in place.

pthat they can be prioritised in the Government's
ebudget for the new financial year.

he

be

ht
ce
’]_

ve
']_
nt

25. Guidelines &
Feedback

NC

The FSC has not issued any guidance relative aol$r
and typologies in ML/FT.

The FSC has not promoted the issuancelisis
containing names of terrorists and terrol
organizations to provide for FT screening of cl@at,
by financial institutions.

7y

ist

Other than the Code that provides general instrost|

The FCU should provide more feedback
regulated entities in order to increase th|
capacity to detect and deter ML and 1
practices.

TCI Authorities should consider contactin
and working together with the releva
DNFBP’s that have recently been includ
in the AMLR towards the implementation

t‘_3rypologies and risk trends are published on a exchdsis
€ the local press — copies of which were supplied
Gevaluation team.

The industry is small and in practical terms thachef the

gFCU liaises directly with compliance officers.

nt
afdrypologies and risk issues are also published erFBU

website — as pointed out to the evaluation team.
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to regulated sector, DNFBP’s have not been proviged
with specific guidelines that address the respectiv
industries’ challenges in the implementation of |jan
AML/CFT compliant regime.

The FCU is currently not issuing reports on stasst
trends and typologies related to ML and TF |to
regulated entities

Except for the Trust and Company Service Providers
there is no effective AML/CFT framework in place fp
DNFBPs, consequently, STRs are currently not being
filed by DNFBPs.

Lack of training of the DNFBP sector is a major
shortcoming in the process of implementing the rlew
legislative framework that addresses the AML/CFT
requirements for DNFBPs.

The guidance provided so far to DNFBPs with regard
to the introduction of the new AML/CFT requiremerjts
is insufficient.

No effective implementation of AML/CFT regime as| a
result of recent enactment of legislation (AMLR and
Code) and guidance.

a framework for compliance with th
established AML/CFT rules and regulatior]
including the reporting of STRs.

Guidelines should be issued, trainin
should be provided and assistance shoulg

given to the relevant DNFBPs to establishngs hack to their clients is being watched. Th&CU

compliance with the new applicab
AML/CFT requirements.

The FSC should consider issuing trend ang

typologies relative to ML/FT schemes
order to increase awareness amon
industry practitioners and thereby incres
their ability to effectively identify ML/FT
activities.

The FSC should provide for more guidan
in the combating of the financing d
terrorist. In this regard, the FSC shoy
consider issuing lists/ information o
terrorists and terrorist organization

regulated entities. The regulated entiti
will them be required to assess their clig
base against the relevant information.

The FSC should make the approprig
adjustments in its structure, in order
increase productivity in the issuance
report of findings resulting from on-si]
examinations.

The FSC should provide follow up
deficiencies identified and keep statistics
the outcome of these follow up actions.

The FSC should establish instructio
provided to regulated entities in general
writing in order to increase transparency
policy, enforceability and structura
compliance with these instructions.

=)

SAt the April 2012 meeting of the MLRA, the FCU
raised a concern about an apparent trend of attorngs
being used as collection agencies where clients ey

O%end their attorneys cheques to deposit into thei

crow accounts then simultaneously transferring #

€has send out a public notice warning the relevan
persons and had also sent off a press release. The
MLRA recommended that a notice also be sent to the

NBar Council and the governing body of that self-

Nregulating industry.

gst

Sf¥he FCU agreed to provide quarterly reports on tremis
and typologies to the MLRA.

CStatistics were published by the MLRA and FCU |in
f LRA Annual Report for 200%and 2010in compliance
IdNith the POCO.

"The FSC has recently undergone an organizationivwe
The final report has already been approved by t8€
irectors and the FSC has commenced implementafign
e report on a phase basis. Over the last yearstaff
compliment in mid to senior level positions hasréased
t®y over 5 persons.
to
offhe Governor attended a ‘National Promotion Plan’
b workshop organised by the Financial Serviceg
Commission on Tuesday 8 May 2012. The event dre
together representatives from the financial service
Dindustry, government officials, and an internationad
O@xpert from the British Virgin Islands to discuss vays
of working together to better promote the TCI
financial services sector and to provide opportunies
;for growth in the future.

S ® O

<

h
i

Ofrhe workshop concluded with the formation of a joir

industry-government co-ordinating committee for
promotion of the financial services sector that wilmeet
on a regular basis. The main aim of the committee W

TCI Authorities (oversight bodies) shou
consider issuing sector specific guidelin|

that deal with the relevant issues pertain na'urks and Caicos Islands. The representation of bbt
to the specific sectors and disreg r@overnment and the private sector on the committeg

requirements that are not applica

be to effectively represent the sector as it seeke
develop its product base and attract new clients tthe

offers the opportunity to draw together policy ideas

29



DRAFT

considering the structure of the indust
and/or the risks that the relevant indus|
activities impose.

TCl Authorities and specifically thg
regulatory body for the specific industrig
once appointed should issue spec
guidelines that address the respect
DNFBPs industries’ challenges in th
implementation of an AML/CFT complian
regime.

ryand identify and overcome barriers to progress.
ry
Governor Damian Roderic Todd acting as Minister for
Finance said that the committee would “should be
? aiming to build the image of the Turks and Caicos
*SIslands financial services sector, as:
fic . An attractive, profitable place to do
ve business; with,
te . A transparent regulatory system that fully
meets international standards; and,
. With the infrastructure to support future
growth.”

The FSC has improved its onsite procedures to geo
follow-up on deficiencies and continued monitoring.

A new Part VIl has been added to POCO which prewi
for supervision and enforcement. The following n
sections are relevant:

Section 148F(2) provides for the appointment of ERB
Supervisor (i.e. Supervisor for non-regulated friah
businesses). This will be the new DNFBP Supervisor.

Section 148F(3) sets out the responsibiliies oé [th

supervisory authority (i.e. monitoring compliancaedg
taking enforcement action).

Section 148H provides for the registration of negtiated
financial businesses.

Section 148l enables the NRFB Supervisor to unkier,
compliance visits.

Sections 148J to 148P set out the various types
enforcement action that can be taken by the NR
Supervisor against non-regulated financial busie®sbhis
includes disciplinary action, which is the impawitiof an
administrative penalty.

Section 148 Q provides the NRFB Supervisor with the

power to require information and the production
documents.

The new sections 148F to 148Q therefore establig

of

h a
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strong enforcement regime with respect DNFBPs.

MLRA has directed that sector specific guidelines
financial institutions and DNFBPs be completed bg
end of April 2011. This was tabled for further
consideration at the MLRA’s meeting in September
2011.

The FSC is currently reviewing its supervisory capeity
with a view to ensuring that it secures the necessa
resources to effectively implement a DNFBP regulaty
regime. Once this has been established the FS
anticipates greater contact with this sector to beer
implement a framework for AML/CFT compliance and
STR Reporting. Training will be conducted with
various stakeholders in this sector by the end ofhe
first quarter of 2013 (March 2013) to assist in
establishing compliance the new framework,
Additionally, work is to commence on the issuing of|
guidelines for this sector. This work should be
completed by April 2013. The FSC anticipateg
updating its website to provide links to lists and
information on terrorist which is published periodically
by the UNSC and other reputable body by August]
2012. A notice advising all financial institutionsof the
publication and the requirement to assess their @nt
base against the list, will be circulated in tandenwith
the availability of the information on the FSC's
website. The FSC is also currently reviewing the reel
for sector specific guidelines and will attempt tasource
relevant technical assistance to implement this
initiative including guidelines relating to DNFBP's

assistance for this project by the end of the third
quarter of this year (September 2012) it would
anticipate completing this work by March 2013.

adequate feedback is given on STRs, typologies
trends.

Institutional and other
measures

26. The FIU

PC

The FCU does not appear to have full operatiq
independence and autonomy.

nal

The Head of the FCU should be afford
more operational independence particula

ed’hese matters are under review; however, the he#teqg
rif-CU has full operational independence when dealiitly

with regard to matters such as s

Provided that the FSC is able to source technical

f

0O

MLRA with the assistance of FCU will ensure that

and
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The FCU has not provided sufficient guidance |to
financial institutions and other reporting parties
regarding the reporting of STRs.

The FCU has not provided feedback to reporting
parties in a formalized and timely manner.
The FCU does not release periodic reports which
include statistics on STRS, trends and typologies
within the sector and an update of its activities.

The building which houses the FCU does not appear t
be properly secured.

recruitment and budget management.

The FCU should provide guidance

relevant parties on the revised procedu|

for reporting STRs.
The FCU should provide feedback

reporting parties in a formalised and time

manner.

The FCU should produce and periodicajlyn the local press — copies of which were supptedhe

release its own monthly reports whi

should contain statistics on STRs, trends

and typologies within the sector and
update on its activities.

The security of the building which housges
the FCU should be addressed as a mattgr phe industry is small and in practical terms thachef the

urgency.

recruitment.

[OThe MLRA'’s sub-committee looking at the creation of
€ fully independent FIU/FCU under stand alone
legislation continues with it's work and reported b the
MLRA at its meetings in December 2011 and April

L
12012,

Typologies and risk trends are published on a exchdsis

hevaluation team.

arEvery SAR is responded to with a strategy withinstn|
cases 24 hours. Successful outcomes of investigatice
also reported.

FCU liaises directly with compliance officers.

Typologies and risk issues are als
published on the FCU website — &

Statistics were published by the
FCU in the annual report for the
last calendar year and new statist
are now being prepared.

While TCl is a low risk crime country the FCU idusited
on the top floor of a converted hotel which othemy
houses the police. In addition to the steel dogolaite at
the entrance to the office. Further steel doorsehiaeen

Unwanted visitors would now need explosives to ente

FCU to produce and periodically release its own timgn
reports which should contain statistics on STR=)ds and

typologies within the sector and an update omdvities

pointed out to the evaluation team.

erected at both ends of the corridor housing thi. yn

The MLRA at its meeting in January 2011 directed th

50
1S

ics

32



DRAFT

The FIU submitted its statistics for 2010 and it
was distributed at a Money Laundering
Conference hosted by the FSC in November 201
The statistics for 2011 will be out before Friday.

This matter was reviewed further at the MLRA
meeting held in September and December 2011 an
again in April 2012 and remains under review

27. Law enforcement
authorities

This Recommendation is fully observed.

28. Powers of
competent authorities

This Recommendation is fully observed.

29. Supervisors

PQ

Written reports of findings resulting from on-site

examinations of banking and insurance companies

have not been issued to the respective companies.

The report of findings relative to on-site examioas

of the trust and company service providers industry

have not been issued consistently (backlog).

The FSC is limited in its potential to give follawp to
deficiencies identified during on-site inspections.

The FSC does not provide for sufficient written
instruction to regulated entities.

The FSC does not have the authority to imppse
financial sanctions independently (summary |of

convictions required)

The Registrar of Insurance and the Registf.

of Co-operative Societies should haye

adequate powers of enforcement and sancti

against financial institutions and their
directors or senior management for failure td

comply with AML/CFT requirement.

OCO and Anti-Money Laundering and Prevention
errorist Financing Regulations now empowers th&RH
&ppervisor to impose administrative sanctions oBRE:

he Financial Services (Financial Penalties) Reiura
came into operation on October 29, 2010. The réigus
inter alia, provide the FSC with the authority topose
financial sanctions independently.

30. Resources, integrity
and training

NC

AML/CFT related training is lacking at the Gaming
Inspectorate

Funding for the Gaming Inspectorate is dependent

upon government funds  (Ministry of Finance)

The FSC is not properly structured. The current

structure imposes a risk for conflict of interest.

The MLRA has recognized the need for an action g
with regard to the Gaming Inspectorate. In keepiriii
this Senior Officials from the Gaming Inspectorated
the Permanent Secretary, Finance attended the meeg
of the MLRA held in September 2011.

The Permanent Secretary, Finance agreed to placedh
required improvements to the Gaming Inspectorate on
the agenda of the Ministry of Finance’ work plan so
that they can be prioritised in the Government's

budget for the new financial year.

33

of

lan



DRAFT

Insufficient staff at the FSC to execute additiotasks
pursuant to legislative changes, reference is ia [th
regard made to the enactment of the MTO.

The FCU lacks full operational independence and
autonomy as it is one (1) of six (6) Departmentthiwi
the overall TCI Police Force and does not havevits
budget allocation.

AML/CFT training for staff of competent authoritig

[

with few exceptions have not been adequate.

AML/CFT training has not been provided to the
judges, magistracy and court personnel. Only rtce
have staff of most of the competent authoritiesnbge
sufficiently trained in ML/FT matters.

>

Law enforcement agencies operate with clear mopetar
and manpower constraints. The Immigratipn
Department in particular suffers from severe stgff
constraints exacerbated by onerous illegal immigtan
issues.

The annual budget preparations are underway in the
Islands and the MLRA, at its meeting held in April
2012 requested that a letter be sent to the ne
Permanent Secretary, Finance seeking a report o
what progress has been made and the creation of g
action plan for the Gaming Inspectorate.

As a result of a process of organizational revithe, FSC
has reviewed existing posts, and created new pBetse
of these have been filled and it is anticipated ththers
will be filled shortly.

The head of the FIU has full operational independe
when dealing with SAR’s. The head of the FCU cardat
all staff recruitment.

Judges and Magistrate underwent AML/CFT train
during the latter part of 2009.

There is serious strain on the local economy inpkeg
with the worldwide economic downturn. However, t
MLRA is reviewing the situation in order to mak
appropriate recommendations to the Governor.

The FCU/FIU was awarded 2° place in the Best Money
Laundering Case in the worldwide competition among
policing agencies. The award was presented i
Armenia in early 2012.

Four members of the FCU/FIU along with two
Customs Officers will participate in a two-week
training in financial intelligence and financial
investigation in the United Kingdom hosted by the
National Police Improvement Agency. The training
will take place from 25" May 2012 and is funded by the,
UK’s Foreign and Commonwealth Office. As at the
date of this update, two (2) FIU investigators, ongl)
Customs officer and one (1) Fraud Unit officer had
completed or were completing their training with the
others to follow.

The FSC’s Bank and Trust Department (which also
oversight for money transmitters) and the Head
Insurance and the officer responsible for dome
insurance have been relocated to Providencialeshn

n

b=}

=]

ng

he

1]

has
of

stic

hi

should ensure that there is adequate oversight

and
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supervision of the relevant industries.

nd

[

he

31. National PC | Implementation and coordination of local cooperat|o The MLRA should play a more active roleThese matters are under review by the MLRA. The ML
cooperation and efforts by the various units i.e. MLRA, SPICE |o in local cooperation and coordination apdneets frequently and has decided to meet, at amimi
of the MOU involving Customs and Police are limited should aim to have a set minimum numbeence every quarter.
and must be strengthened. of meetings each year, for example, orce
every quarter. The MLRA and FSC conducted AML training in May a
September 201fdr the industry.
The MLRA should develop and implement
policies and activities to combat ML/FT gnThe MLRA has now invitethe Deputy Attorney General,
a regular basis. It is even more desirable f{a{aving overall oversight of the various departmaitthe
the MLRA to be able to monitor adherentechambers as well athe Deputy Director of Public
to such policies and to be able to assess thgosecutions (designate)a Senior Crown Counsel, Civ
effectiveness of operational systems whichs well as the Principal Legislative DrafteFhis decision
have been implemented further to th&yas recently affirmed at the meeting of the MLRA héd
AML/CFT legislation. in April 2012.
W distinct depariments, the criminal apd e MLRA is developing and seeking o implemant
the civil side, it would be useful for thepollt_:les and activities to combat ML/FT on an omgp
Principal Crown Counsel as Chiefbas's'
Prosecuting Counsel, to be a part of hef . . L
MLRA or at the very least to attend sorh n a joint investigation between the _ Customs|
meetings when policy is being formulate epartment and the FCU/FIU, $_28,0Q0 was intercepte
o reviews undertaken. The members of th the Customs Departr_nent whilst being smuggled int
MLRA can agree to appoint persons tli e Islands without being declared and concealed i
assist in the performance of its functions/9929€-
pursuant to section 108(5) of the POCO,
and this therefore facilitates the attendance
of other persons in the discretion of the
MLRA.
32. Statistics PCl The TCI does not review the effectiveness of |its o _
systems for combating money laundering and tetrgris The TCI has instituted a system for more compreiren
financing on a regular basis. statistics. This has been reflected in the MLRA #ain
Report for 2010. The 2011 Report was delayed to t
technical problems but should be released shortly.

Comprehensive statistics are not maintained by| all

competent authorities

No data had been provided regarding AML/ CFT on-

site examinations of financial institutions and,ené

appropriate, sanctions relative ther

33. Legal persons— PC | There is no evidence that any training occurred| on

beneficial owners

matters relative to legal persons including thesey
procedure for reporting of suspicious transactions.

The TCI Authorities should develo
guidelines that financial institutions mu
follow in the event that issued bearer sha

:_’The FSC produced a paper on bearer shares incl
Slconsiderations on whether they should be prohibded

SRhether greater restrictions should be pleon them. The

ding
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The deficiencies identified in Rec. 5 with regacd
beneficial ownership apply equally to Rec. 33.

—

in a company for which they represent
held outside the TCI.

réLRA reviewed that paper and directed that the pdyee
circulated among the industry for comment.

The FSC should develop procedures to deghe public consultation is concluded and the resudtve
with instances where bearer shares are helfben tabled at the meetings of the MLRA in Decem

by an institution outside the TCI and where011 and April 2012 but no decision has been taketate
the TCI licensed Company Manager Diyn this issue.

Company Agent is required to submit|a

certificate issued by an authority &sthe FCU/FIU conducted AML/CFT training for the

prescribe in 32E of the Companiesgiaft of the International Banking Group on 19" April
Ordinance. 2012.

The FCU should ensure that all legal
persons are made aware of e
requirements of the POCO and the Cqde
regarding the procedure for reporting
suspicious transactions.

34. Legal arrangement
— beneficial owners

Persons associated with Legal Arrangements do
appear to be aware of the revised protocol for nteyp
suspicious transactions.

There is no evidence that the FCU held train
sessions on matters relative to Legal Arrangements

The deficiencies indentified with regard to beniefig
ownership at R5 apply to trustee services.

not

The FCU should ensure that all persgns
associated with Legal Arrangements are

! Prosecutors and key law enforcement officials.
made aware of the requirements of POCO

Training was arranged in London UK in September
2009 and again in February 2010 for the Judiciary,

and the MLRA Codes
reporting of suspicious transactions.

regarding th

[¢)

While the FCU is a law enforcement unit and ther

P

some doubt that this falls within their area |[of
The FCU should review its training responsibility, staff from the FCU have recenfly
programmme to include AML/ CFT training given presentations to the money remitters industry

on matters relative to Legal Arrangements. and the insurance industry.

Now in planning stage for formalized presentatiathin
the remaining industry.

The FCU has been directed by the MLRA to ensuredihd

Codes regarding the reporting of suspicious trarsa

The FCU is to review its training programme to iree
AML/CFT training on matters relative to Legal
Arrangements.

International
Cooperation

35. Conventions

PC

The Palermo Convention and the Terrorism Finang
Convention have not by extension been ratified

ing
on

TCl should recommend or proposeThese matters were considered by the MLBRAd a
ratification of the Palermo Convention apddecision taken to recommend thakguest be made to th
the Financing of Terrorism Convention gnUK Foreign Office to have these conventions extenide

0]
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behalf of the TCI.

Not all relevant aspects of the Conventions hawenbe
implemented.

its behalf to the UK Governmen
particularly as the TCI

in place and the UK Government h
already ratified the said Conventions on
own behalf.

has enabling
legislation under these Conventions alreagdyhe MLRA is to follow-up on its request to the UKC©

; the TCI.

ador the ratification of the Palermo Convention atek
it¥-inancing of Terrorism Convention on behalf of T@l.

36. Mutual legal
assistance (MLA)

PC

Mutual legal assistance will not be provided by Tid
once tax or fiscal matters are involved which da ho
fall within certain exemptions.

The effectiveness of implementation is difficult fo
assess due to the lack of statistical details.

There are no formal administrative procedures ex¢ep
those implemented by the Chief Magistrate further t
the MLAO, which would work towards ensuring that
assistance would be given in a timely manner.

The TCI should consider rendering mutyall Cl

legal assistance for requests which d
solely or for those portions of the requg
which deal partially, with tax or fisca
matters.

has signedsixteen Tax Exchange Informatio
edlgreements to date and are in active negotiatioitis &
shumber of other OECD countries to sign addition&As
| before the end of the year. An implementation Gadce

2010, Orders giving effect to all of the TIEAs skagby
the end of December 2010 were made and le
informing TIEA partner countries that all intern
procedures had been completed.

The TCI is processing one request for information
from Australia.

was made and brought into force in December 2009,

ters
al

37. Dual criminality

This Recommendation is fully observed.

38. MLA on
confiscation and
freezing

PC

There are no administrative arrangements in placg f
coordinating actions relating to seizure and
confiscation actions with other countries, neitiaee
any arrangements in place in relation to the shaoin
the assets resulting from such coordinated efforts.

The effectiveness of
ascertained.

implementation cannot |be

The TCI Authorities should establis
administrative guidelines to accompal
legislated provisions which permit th
rendering of international assistance by
TCl, so as to ensure that internation
assistance is given in a prompt and effici
manner. Time frames relative to ea
procedural step, and other administrati
details with respect to the execution
international requests, should be formalis

in written guidelines or standard operatip

procedures. Effectiveness should 1

depend solely on the commitment ah

efficiency of the entity or
responsible for executing a request but
formal systems which can monitor a
support such efficiency.

persons

hThese matters will be tabled for consideration loé
NYMLRA.

e

heaw Reform is currently on-going in the country.her
aMLRA has directed that the mutual legal assistal
eriegislation be reviewed and if necessary new lagst or
cramendments will be made.

ve

g;/he FCU/FIU and the Attorney General's Chambers
orking with the Government of Taiwan have
uccessfully seized the amount of $187,000 from
aiwanese national who was indicted in Taiwan for|
ribery and illegal arms dealing and transferred funds
0through the Bahamas into the Islands. This matter
dHrose as a result of a SAR.
Additionally, a confiscation order in the amount of$21
Million dollars was awarded on 24" April 2012 against
David Smith, a Jamaican national convicted in relégbn
to a regional ‘ponzi scheme’ run through his compan
Olint TCI and other regional companies. This was de
to a joint effort between the FCU/FIU and the Attomey
General's Chambers. Requests for assistance fror
Jamaica were not provided but many other countries

t

nce

o]

=]

assisted in this matter.
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39. Extradition C | The Recommendation is fully observed « The TCI authorities should seek to hgvdhese matters will be tabled for consideration lo¢
extradition requests transmitted direc{lyMLRA.
from the UK Government to the TCI so as
to ensure prompt and early attention to suyich
requests.
40. Other forms of co- | PC | No MOUSs in place between the FSC and other sinflar * ~ The TCI Authorities should stipulate _
operation bodies or by the FCU with FIUs which require MOUs specific  standard operating procedufe3he FSC Ordinance 2007 adequately allows for ithe
for the exchange of information inclusive of targeted ' time frames withexchange of |nf0r_mat|on with foreign regulators.2809
regard to the execution of requests fothe FSC dealt with four requests. These were hengle
assistance received by foreign competereixpeditiously and no problems were encountered FB@
It cannot be ascertained whether assistance bgircgrt authorities. is currently well advanced in negotiating MOU'’s hvia
competent authorities including the Attorney Geligra number of jurisdictions.
Chambers and the FSC ,was given in a rapid, * The FSC should consider entering irjto
constructive and effective manner due to lack | of MOUs with other foreign supervisory The FSC has now entered into five MOUs with foreign
statistical detail. authority to ensure that the exchange | ofypervisory authorities including Canada, Panarhe, |t
information  to combat ML/FT can Cayman Islands, Jamaica and a multinational MO Wit
) ) ) effectively be executed with other foreidnseveral regional jurisdictions. The MOUs are postedhe
Considerations which apply under the FSCO before jurisdictions. ESC'’s website.
regulatory assistance is given are onerous whemntak
conjunctively. The 2009 Tax Information Exchange Ordinance |((as
amended) also provides a regime for the exchange of
information between competent authorities for taatters.
9 Special
Recommendations
SR.I Implement UN PC | The Terrorist Financing Convention has not bgen « All the provisions of the United Security The MLRA has already agreed to request the extartsiq
instruments ratified or fully implemented. Council Resolutions should be fully relevant sections of the UK Terrorist Financing Arid
implemented, for example, authorising accedbat was done by the UK Order in Council.
to frozen funds for the purpose of meeting the
defendant's basic expenses and certain fe¢sdiang alone legislation on CFT is to be produded.
accordance with UNSCR 1452. Provisions in line with the 1999 United Nations
International Convention for the Suppression of the
Financing of Terrorism will be included.
SR.Il Criminalize PC | Penalties for terrorist financing offences at the B ) The Counter-Terrorism (Terrorist Financing, Monpy
terrorist financing summary level are lenient. L. The TCI Authorities should review the | aundering and Certain Other Activities: ~Financal
penalty for terrorism and terrorist Restrictions) (Turks and Caicos Islands) Order 2€dfe
The elements of directing terrorism as required | by financing offences at the summalyinto force on March 18, 2010 and it includes primris on
Article 2(5) of the Terrorist Financing Conventicrg level to determine whether it accordiscpp, reporting, enforcement, inspection, and oféanc
undefined in the laws of the TCI. the spirit and intent of the ant|-
terrorism legislation and indeed |f ) ) ) o
) . these sanctions are in fact effectivécomprehensive anti terrorism legislation is hopedd be
Inconsistent mens rea requirements for terrorjsm b

punishment and hence sufficient

yin place by September 1, 2012 that should bring th¢
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offences.

The effectiveness of the CFT regime is difficult to
assess in the absence of any STRs or investigatio
FT.

%)

dissuasive.

TCl into full compliance with SR II.

Directing terrorism as an offence should pe
defined in the laws of the Turks and Caigos

Islands.

The TCI

Authorities should consider

amending the mens rea requirement for the
offences in the Terrorism UN Order and the
Al Qa'ida Order so that they are consistent

with the description set out in the Anti-

Terrorism Order.

SR.IlII Freeze and
confiscate terrorist
assets

LC

Ineffective implementation of a strong CFT regime:

no formal or administrative provisions 1o
ensure that freezing of funds and assets Will
be carried out without delay;

no procedures which apply directly fo
persons inadvertently affected by freeziphg

orders;
no procedures for authorizing access |to
frozen funds for incidental costs or

expenses; and

no clear procedures for the communication of lests
suspected terrorists to the financial sector.

De-listing procedures are not publicly known.

The TCI should establish administratiyeTerritories) Order 2011 which came into force onréfa
which complement the CKT31, 2011and extended Part 1 of the UK Terroristehsi

systems,

The Terrorist Asset-Freezing etc. Act 2010 (Ovessea

legislative framework, such as standargtreezing etc. Act 2010 and Part 1 of ScheduletBabAct
operating procedures which outline timeto the Turks and Caicos Islands. Under sectiomsd?6 of

frames for certain processes to take placg.
Clear administrative guidelines as to wi
or named terrorist and whether such lists

whose accounts they may be holdi
should be implemented.

The TCI should also provide for authorizing

¢ 4 : i Alfinds and assets ma
in fact circulated in the TCI in order to alert;

financial institutions of suspected terrori tp

the Act as modified by the Order the Governor
responsible for designating persons connectedrtorist

IStr 4 'Qctivities and provides a regime for notificatiorf
has responsibility for the lists of suspectedigsignations under sections 4 and 7. Access wefr
y be done by the issue of raséq
SeQior)
Shrovides a procedure whereby any person affected

9decision pursuant to the Act (other than a designgmay

issued by the Governor under section 17.

seek redress.

access to frozen funds and assets for |tHéhe TCI Authorities will keep this matter under v but

payment of incidental expenses when
freezing order

are of the view that the POCO amply covers thezirep

is made and a persoef funds for any criminal conducthe Proceeds of Crim

inadvertently affected by a freezing orde{Amendment) Ordinance 2010 amends Part Ill of PQ&

should have a clear process of redress.

provide for the recovery of instrumentalities irded for
use in or in connection with unlawful conduct thgbicivil
forfeiture. It includes news sections on freezinders

Stand-alone
Consideration is being given to having such a piowi
covered in the new legislation.

197

S

(]

[0

N4

o

legislation on CFT is to be producged.

SR.IV Suspicious
transaction reporting

PC

The awareness amongst financial institutions far |th
misuse of TCI's financial system for the financiofy
terrorist is low thereby affecting the effectivesesf
the CFT regime.

The reporting of STRs with regard fo
terrorism and the financing of terrorism
should include suspicion of

organisations or those who finan

These matters are for ongoing consideration oMhRA.

However, the MLRA has already agreed to request

terrori,teXte”Sion of relevant sections of the UK Terro
:eFinancing Act.

the
ist
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terrorism.

The obligation to make a STR related
terrorism  should include attempte
transactions.

Counter-Terrorism  (Terrorist ~ Financing, Money

tdq_aundering and Certain Other Activities: Financjal
Restrictions) (Turks and Caicos Islands) Order 2€diDe
into force on March 18, 2010 and it includes primris on
reporting.

Section 29 of the Code provides for the reportih§DR’s
where there are reasonable grounds for suspedtatgat]
person is engaged or attempted to engage in triori
financing.

The proposed new comprehensive anti terrorism
legislation is hoped to be in place by September 2012
that should bring the TCI into full compliance with SR
Il including provisions to require the reporting of STRs
with regard to terrorism and the financing of teism and
suspicion of terrorist organisations or those wimarfce
terrorism and toinclude an obligation to make a STR

related to terrorism cover attempted transactions

SR.V International LC | There are no formal administrative procedures khic These matters will be tabled for consideration lo¢
cooperation _hav_e be_en es_tablished to ensure mutual legal @ssest MLRA.
is given in a timely manner.
Stand-alone legislation on CFT is to be produc@tiese
Deficiencies noted with regard to Recs. 36 and r@8|a issues are being considered for inclusion in tHe Bi
also applicable to this Recommendation.
SR'\./I AML PC M'on_ey service providers have not yet been licensed The FSC should establish contact with ther . . . . . .
requirements for mone within the TCI. money service providers’ industry, to start he licensing of money service providers is ongoing
and _vaIue transfer - ' the licensing process of the relevant, =~ pee Banking Department has bden
services The AML/CFT legislative framework applicable to companies. created and is responsible for the effective impletation
money service providers has not been effectively The FSC should assess the current leve] @ money service providers under the legislative
implemented. compliance with AML/CFT rules ang framework.
regulations by the money service provider ) ) )
The deficiencies noted with regard to Rec. 5 a$ it and develop a plan to improve the currenPOCO and Anti-Money Laundering and Prevention| of
pertains to customer identification such as lack| of compliance level. Terrorist Financing Regulations now include a ratary
proper beneficial ownership requirements; Rec. BPE The FSC should develop guidelines iscu;eg'me for NFBPs and a NFBP Supervisor.
and Recs. 11 and 21 transaction monitoring alstyapp P

to money service providers.

instructions and provide for training t
guide money service providers into t
effective execution of their responsibilitig
under the recently enacted AML/CH
legislative framework.

OeFSC has started the process of assessing the tcleveh
Sof compliance with AML/CFT rules and regulationsthg
TMSP’s and is develdpg a plan to improve the current

compliance level.

The FSC has provided training to guide MSP’s itte [t
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In order to execute the abovementioned,
FSC should appropriately resource
department within the Commission that
responsible for the effective execution
the MTO.

tH ective execution of their responsibilities undtre
éecently enacted AML/CFT legislative framework. 3ks
istraining was conducted in September 2010.

Of‘I'he FSC has commenced a programme of onsite
reviews of Money Transmitters and during the
financial year ending March 31, 2012 it conductedvio
(2) onsite examinations. A component of thes
examinations related to the licensees AML/CFT]
compliance. The Management Report produced by the
FSC sets out recommendations to improve complianc
levels and states timelines by which these must he
achieved.

1

11

SR.VII Wire transfer
rules

NC

There are no measures in place to cover dome

cross-border and non-routine wire transfers.

There are no requirements for intermediary
beneficial financial institutions handling wire tisfers.

There are no measures in place to effectively rooni

compliance with the requirements of SR VII.

It is recommended that the TCI review
legislative and regulatory provisions to tal
consideration of all requirements of tl
recommendation particularly domestic, cro:
border and non-routine wire transfe
Additionally, TCl should review itg

legislative and regulator framework to ensure
that there is monitoring of compliance by

financial insinuations and the implementati
of effective, proportionate and dissuasi
sanctions for non compliance with SR VII
Appropriate legislation should be enacted
soon as possible.

tsPOCO and Anti-Money Laundering and Prevention | of
€elerrorist Financing Regulations now includes a tetguy
eregime for NFBPs and a NFBP Supervisor.

s_

rPart 9 of the Code gives effect to SRVII concernivige
transfers.

DN
ve

as

SR.VIII Nonprofit
organizations

NC

TCI Authorities have not addressed the non-pr
organizations that can be used for FT purposebein

legislative framework.

There is no requirement for NPOs to maintai
information on the nature of their activities or thre
persons who control or direct their activities aiod

make this information available to the public.

There are no sanctions against non-profit orgaoisa{
for failure to comply with AML/CFT measures.

There is no requirement for NPOs to maintain reié¢
information on domestic and international finandi
transactions for at least five (5) years and maleh g
law enforcemg

information available to the

authorities.

TCI should consider the review of thdgirA new section 148S has been added to POCO w|
legislative framework to provide for laws provides for the appointment of an NPO Supervisor.

and regulations that relate to counter ar
the possible abuse of NPOs for ft
financing of terrorism.

The TCI Authorities should ensure that

regulatory bodies make their regulat
entities vigilant of the risks for abuse
non-profit organizations for the purpose
financing terrorism.

NPOs in the TCI should be required
maintain information on the purpose al
objectives of their stated activities and

the persons who own or control or dirgct
those activities and make such informatipn

available to the public.

The TCI Authorities should ensure that there

are sanctions in place against Nl that do

est

€A Bill on NPOs was drafted by the EU funded Law
Revision Project currently underway in the TCI. The
Bill includes sanctions against NPOs that do no
:Ocomply with AML/CFT oversight measures.

Df
ofWorking with the FSC, the FCU is to ensure that gll
NPOs are made aware of the revised procedures

reporting suspicious transactions.
fto

nd
bn
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DRAFT

No measures to ensure that NPOs can be effectively

investigated and that required information can
gathered.

Regulatory bodies have not issued any guidancesr]
to regulated entities to increase awareness for

be

ote
the

relevant risks of non-profit organizations as FT

vehicles.

The FCU has not provided any guidance to NH
regarding the reporting of suspicious transactions.

There has not been any training for NPOs.

There is no point of contact with regard to obtain
international requests for information on NPOs.

Os

not comply with AML/CFT oversight
measures.

NPOs should be required to maintain {
relevant required information on domes
and international financial transactions fo
minimum period of five (5) years and mal
such information available to the releva
law enforcement authorities such as
FCU.

The FCU should ensure that all NP@se
made aware of the revised procedures
reporting suspicious transactions.

The FCU should revise its trainin
programme to include AML/ CFT trainin
for NPOs.

A specific point of contact should b
established with regard to internation
request for information on NP(

ic
a

nt
he

for

gAII known NPQO's are aware of their responsibilities

Y

S
al

SR.IX Cash Couriers

NC

The recently enacted POCO has had no time tq
effectively implemented.

The Immigration Department has not established
MOUs with its counterparts abroad.

There are no provisions for Authorities in the TGl
notify other countries when there is unusual movgm
of gold, precious metal and precious stones froar t

be

any

]

jurisdictions.

The Immigration Department should se
to establish MOUs with Immigration
Departments in other jurisdictions.

The TCI Authorities should notify othe
countries when there is an unusual moven
of gold, precious metals or precious ston
from their jurisdictions

These matters are under rele

review by the
PHepartment.

the Immigration Department should seek to estab|
MOUs with Immigration Departments in  othg
fifrisdictions and that the Customs Department sh
€8otify other countries when there is an unusual entent
of gold, precious metals or previous stones fromirt
jurisdictions This is being kept under review by the
MLRA.
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The MLRA at its January 2011 meeting recommendat {th
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