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TURKS AND CAICOS ISLANDS: THIRTEENTH FOLLOW-UP REPORTUPDATE AND
FULL ANALYSIS

. INTRODUCTION

1.  The third round Mutual Evaluation Reporttbé Turks &Caicos Island§TCl) was adopted by the
CFATF Council of Ministers in October 2008 in St. Kitts & Nevish e Tur ks and Cai co
first follow-up report(FUR) was tabled ilNovember2009at which timethey were placed iwas
placed inexpeditedollow-up and required to report back to tdey 2010Plenary At the May
2010 Plenary (P FUR) the Turks and Caicos Islands remained in expedited falfpdue to the
fact that most of th&€ore and Key Recommendations remained outstaratidgvas there dr
required toreport at the November 2010 Plenar{f BJR). Based on the limited progress made,
the Turks and Caicos Islands was left in expedited felipvand was required to report back at the
May 2011 Plenary (3FUR). At the presentation of theé"#UR , it was decided that TCI would
remain on expedited followp and report back to the November 2®&nary(5" FUR) since
seven of the Core and Key Recommendations were still either partially met or not met, while a
majority of the other Recommentitans were only partially mefThe Turks and Caicos Islands
remained in expedited followp and reported to the May 2012 Plenaryhe form of an update
report since the follovap matrix had been submitted too late to prepare a FU&8" FUR was
prepaed post Plenary and approved via the round robin process.

2. At the November 2012 Plenary {#UR), the TCI remained in expedited follewp. For the
presentation of the™8FUR it was recommended that TCI remain in expedited but that Plenary
should give consideration to placing the TCeithancedollow-up if substantial progress had not
been made in addressing the Core and Key Recommendations that remained outsfigheding.
November 2013 Plenary{%UR) agreed with the recommendation to place the Turks and Caicos
Islands in the first stage of enhanced foHop; which required a letter to be written by the CFATF
Chair to a high ranking TCI official. TCI was required tpaog back tahe May 2014 Plenary ("

FUR) at which time TCI remained in the first stage of enhanced and was required to repert to
November 2014 Plenary (1IFUR) at which time the good progress made by the TCl was
recognized and Plenary agreed T@l to return to regular (expedited) follewp and report to the

May 2015 Plenary. Shortly after the November 2014 Plenary, (December 3, 2014), TCI applied to
exit the third round followup process on the basis the only outstanding matter pertained%o R. 3
(extension of the Palermo and Terrorist Financing Conventions to the TCI), which were being
addressed and for which most of the underlying requirements of the Conventions had already been
met. TCI however did not submit an exit matrix for the May 20ERd&y and no FUR was
presented at that meetiriépr the November 2015 Plenary {1IRUR), TCI submitted an exit report
matrix, however on reviewing few of the Recommendations a determination was made that the
Turks and Caicos should submit their exjpog at the May 2016 Plenaryhe Turks and Caicos
Islands have now submitted the relevant exit report matrix for this Plenary.

3. Thisreportis based on the follewp removal procedure as stated in the CFATF Mutual Evaluation
Proceduregamended to 2012) and as further explained by the decision of the Miami Plenary (May
2014}. The report contains a detailed description of the measures takiee Byrks and Caicos
Islandsto address deficiencies in their Core and Key Recommendatiahw/d¢ine rated partially

1 See. CFATFplen-XXXIX -aiii-annexi-updated.
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compliant (PC) or nowompliant (NC) in the mutual evaluation report. A brief description and
analysis of the no€ore and Key recommendations rated PC/NC is also being presented.

4. The Turks and Caicos Islandss rated PC or NC on the following Recommendations:

Core Recommendatiohsated partially compliant (PC)

R. 1(ML Offence)
R. 10 (Record Keeping)
R.13 (Suspicious transaction reports)
SR. Il (TF Offence)
SR. IV (Terrorist financing suspiciotiansaction reports)
CoreRecommendatiomatedNC
R. 5 (Customer due diligence)
Key RecommendatiodsatedPC
R. 23 (Regulation, supervision and monitoring)
R. 26 (The FIU)
R. 35 Conventions)
R. 36 Mutual Legal Assistance)
R. 40 (Other forms dhternational cooperation)
SR. | {mplement UN instruments)
Other Recommendations rated PC
R. 9 (Third parties and introducérs
R. 15 (nternal controlscompliance & audit)
R. 16 (DNFBPs-R. 1315 and 21)
R. 17 (Sanctions)
R. 18 (Shell banks)
R. 20(Other norfinancial businesses and professions and secure techniques)
R
R
R
R
R
R

. 29 (Supervisors)

. 31 (National cooperation)

. 32 (Statistics)

. 33 (Legal personsbeneficial owners)

. 34 (Legal arrangementdeneficial owners)

. 38 (Mutual legal assistae on confiscation and freezing)
SR. VI (AML requirements for MVT}¥

Other Recommendations rated rrcompliant (NC)

R. 6 (Politically Exposed Persons)
R. 7 (Correspondent banking)R. 21 (Special attention for higher risk countries)
R. 8 (New technologies &on faceto-face business)
R. 11 (Unusual transactions)
R.12 (DNFBPs-R. 6, 811)
R. 19 (Other forms of reporting)
R. 21 (Special attention for higher risk countries)
R. 22 (Foreign branches & subsidiaries)
R. 24 (DNFBPregulation, supervision and moniitag)
R
R
S

. 25 (Guidelines and feedback)
. 30 (Resources)
R. VII (Wire transfers)

2The FATF Core Recommendations are: R.1, R.5,

10, R. 13 and SR. Il and SR. IV.
3The FATF Key Recommendations are R. 3, R. 4, R.

23, R. 26, R.35, R.36, R. 40, SR. |, SR. lll and SR. V.
5

R.
R.
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SR. VIII (Non-profit organisations)
SR. IX (Cross border declaration & disclosure)

5. Thereviewoft he Tur ks an drodgtess tavards etitind tlae riotle®p’ process is a
deskbased review and as such is not as detailed and thorough as a mutual evaluation report. The
analysis focuses on the Recommendations that were rated PC/NC and as such only part of the
AML/CFT systemis being reviewed. The analysis consists of looking at the main laws,
regulations, guidelines and other materials to verify technical compliance with the FATF
Recommendations. The level of effectiveness is taken into account through consideration of data
provided bythe Turks and Caicos Island§he conclusions in this report do not prejudge the results
of any future assessments as they are based on information that was not verified through an onsite
process.

[I. MAIN CONCLUSIONS AND RECOMMENDATIONS TO THE PLENARY

Core Recommendations:

5. Recommendation 1At the time of the mutual evaluation, the Proceeds of Crime Ordinance (POCO)
had been recently enacted and the Examiners’ fo
implementation.The enactment and briing into force of the Proceeds of Crime (Amendment)
Ordinance, 2009 and the Proceeds of Crime (Amendment) Ordinancett#)TIeafficking in Persons
(Prevention) Ordinance, 201the Proceeds of Crime (Amendment) Ordinance, 2016, thedC of
Drugs (Amendment) Ordinance, 20418d thePrevention of Terrorism (Amendment) Ordinance, 2016
addressed the deficiencies notedthg Examiners so that R.has been brought to a level that is
comparable at a minimum to an LC.

6. Recommendation 5Amendments to the Antloney Laundering and Prevention Binancingof
TerrorismRegulations2010 (AML/PFT Regulationsand the AML/CFT Codgeprimarily addressed
the Examiners’ deficiencies so that R.nmbmhas be
to an LC.

7. Recommendation 20T hedeficiencies identified with regard to R.10 were addressed by amendments
to AML/PFT Regulations; the AML/PFT Code, the Companies (Amendment) Ordin20t# and
the Limited Partnerships (Amendment) Ordinance, 20tk Companies and Partnership Ordinances
specificallyexpanded the record keeping obligations for companies and limited partnerships. These
amendmenta ddr essed t he Exami n&has beerdbeolightdd adevet thagtis s o t
comparable at minimum to an LC.

8. Recommendation 13The deficiencies that wemeoted by the Examinetsave been addressed by
amendments to the AMBFT Regulationsand forms providing guidance on the reporting of
suspicious transactions, which were placed on the FSElandebsites. These measunessed the
Recommendation to@mpliancdevel comparable at a minimum to an LC.

9. Special Recommendation 1lThe SRIl deficiencies pertained tihe penalties fothe TF offence at
the summary level, the offence of directing terrorigasundefined andhere wasnconsistent mens

6
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rea. The enactment of the Prevention of Terrorism Ordinance, @PI®) addressed these
deficienciesand raisedhe level of compliance wh SR.Il to one comparable to LC at a minimum.

10. Special Recommendation VThe SR.IVdeficiencies weralso addressed by the enactment of the
Prevention of Terrorism Ordinance, 2014 aldo byits subsequent amendment (Prevention of
Terrorism (AmendmentPrdinance2016). These measureaaisedthe level of compliance with SR.
IV to one comparable to LC at a minimum.

Key Recommendations:

11. Recommendation23: The implementation of the Moneyransmitters Ordinanceand the
consideration given to the inclusion of col |l ec
supervisory framewortesulted in bringing thiRecommendation to alel comparable at a minimum
to an LC.

12. Recommendatior26: The main deficiency for R. 26 pertained to the lack of operational independence
of the FCU. This was addressed through the enactment of the Financial Intelligence Agency
Ordinance, 2014. (FIAO). Other deficiencies were addressed through the publicatiparts on the
activities of the FIU (trends and typologies), the provision of feedback on filed STRs and training and
guidance on the filing of STRs. Theswasures havaddressed the deficiencies sufficiently to raise
R. 26 to a level of compliance thatcomparable to LC at a minimum.

13. Recommendation 35The deficiencies pertaining to R. 35 were based on the lack of ratification of
the Palermo and Terrorist Financing Conventions by the United Kingdom on behalf of the Turks and
Caicos IslandsThe enachent of the Prevention of Terrorism Ordinance, 2014 facilitaked t
extension of the Palermo Convention to the Turks and Caicos Islands in AugusiTB&Mas a
significant step to compliance with R. 3he UK FCO is still however completing the revigwith
regard to the extension dfe¢ Convention for thBuppressionf the Financing of Terrorism. TQlave
addressed the deficiencies sufficiently to rais89Ro a level of compliance that is comparable to LC
at a minimum.

14. Recommendation 36T he sigiing of seventeeax Information Exchange Agreements (TIEASE
enactment of the Tax Information Exchange (Amendment) Ordinance, B@léxtension of the
Convention orMutual Legal Assistance Treaty on Tax Mattier2013 and the 2014 amendment to
the Financial Services Commission Ordinahage addressed the deficiencies sufficiently to raise R.
3610 a level of compliance that is comparable to LC at a minimum.

15. Recommendation 40The publication of a Handboolkting out guidelines which stipulate standard
operating procedures for the processing of requests for assistance received from foreign competent
authorities and the negotiation of MOUs with several Caribbgarisdictions addressedhe
deficiencies suffiently to raise R40to a level of compliance that is comparable to LC at a minimum.

16. Special Recommendation Fhe enactment of the PTO addrestetdeficiencies sufficiently to raise
R. 26 to a level of compliance that is comparable to LC at a minimum.
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Other Recommendations:

17. Turks and Caicos Islantias also made progress in addressing the deficiencies in-itoreand key
Recommendations &t were rated PC/NCT h e Tur ks applicdtionda remava from the
follow-up process is based on its compliance with the Core and Key Recommendatiaesdahated
PC/NC. Accordingly, this report will not provide a detailed analysis of ther ®commendations.

A brief overview of the progress made with these other Recommendations is included in\gection
of this reportfor information purposes only.

CONCLUSIONS:

18. This report provides an analysisDfu r ks and CG@oreamdKeylRecbnamertiations that
were rated PC/NC in it3008 Mutual Evaluation Report. The analysis indicates ti&t Turks and
Caicos Island$rasaddressed the deficiencies noted in the Core and Key Recommendations rated
PC/NC (R1, 5,10, 13,23, 26, 35, 36, 40 arf8R|, I, IV) to a level that is comparable to at least an
LC. Itis therefore recommended to Plenary thatTurks and Caicos Islandbould be allowed to
exit the third round followup process.

1. OVERVIEW OF TURKS AND CAICOS ISLANDSOPROGRESS

Overview of the main changes since the adoption of the Mutual Evaluation Report (MER)

19. Since the adoption of the MER RDO0§ the Turks and Caicos Islands hd&eeused on enacting,
amending and implementing legislation that would strengthen its AML/CFT framework and address
the deficiencies noted by the Examiners in the MBEhactments of th&rafficking in Persons
(Prevention) Ordinance, 201Brevention of Teorism Ordinance, 2014, the Financial Intelligence
Agency Ordinance, 2014he AntrMoney Laundering and Prevention of Terrorist Financing Code,
2011, (AML/PTF Code); Partnership Ordinance, 2ah&; Rhancial Services (Financial Penalties)
Regulations2010; the Counteferrorism (Terrorist Financing, Money LaunderamdCertain Other
Activities:Financial RestrictiongTurks and Caicos Islands) Order, 2010, which was extended to the
TCI by the UK therepeal of the Control of Drugs Trafficking Ordinanand the former Proceeds of
Crime Ordinanceand themaking of the Tax Information (Exchange and Mutual Administrative
Assistance) (Convention on Mutual Administrative Assistance in Tax Matters) Order, T2d.
wereamendmergof several pieces of legation with the primary pieces being the Proceed of Crime
(Amendment) Ordinance of 2009, 201e Financial Services Commission (Amendment) Ordinance,
2014; the Companies (Amendment) Ordinance, 20i2Ant-Money Laundering and Prevention of
Terrorism Regulations, 201AML/PFT Regulations) The most recenénactmentsnclude, the
Control of Drugs (AmendmentDrdinance 2016; the Prevention of Terrorisfiimendment)
Ordinance 2016;the Proceeds of Crime (Amendmefjdinance 2016; the Financial Inteffience
Agency (Amendment Ordinance 2016 and the Law Revision (Miscellaneous Amendments)
Ordinance 2016.

20. With regard to implementation, T@hs commenced twenfive (25) ML investigations, resulting in
eleven (11) prosecutions and one (1) convictitve remaining prosecutions are ongoing or were
completed in 2016. The investigation apibsecutions hasesulted in several restraint orders in
relation to both property and monene () confiscation of approximatelyS$10,000,000 and three
(3) civil recovery forfeitures of real propertdditionally, thraugh legal assistance requests, three (3)
restraint orders under the POCO have been made since 2011. Prosecution having now been completed,
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21.

22.

23.

24,

one order relation to US$594,346 has been discharged. fiaénieg restraint orders are in respect
of the amount oUS$12, 000,000. See. Annegland 3.

Throughout 2015 in respect of supervising compliance with the AML/PTF Regulations 2010 the FSC
had supervisory responsibility for:
1 96 licensed financiahstitutions.
1 82 registered Designated Né&imancial Businesses and
Professions (DNFBPSs) in t he Commi ssi on
the appointed DNFBP Supervisor.
T 241 Non Profit Organisations in
the appointed NPO Supesair.

S C

The FSC undertook risk based supervision by way of both onsite examinations and offsite
surveillance. All three licensed MSBs were examined between March and June 2015. The FSC
commenced examination of targeted licensees in the Company Managé&ugmirate Service
Providers) Sector. Eight on site examinations were undertaken in 2015.

The TCI continues on its sensitization campaign to make financial institutions aware of the benefits
of meeting AML/CFT requirements. Since 2011, the FSC has réghlkeld AML/CFT training for
industry practitioners. The 2011 training focused on the requirements of the then new code and
establishing a compliance manual. A Compliance Workshop is scheduled to be held on October 24,
2012. An AML Seminar was also held April 25, 2013 and was attended by persons from across the
various regulated sectors. Both Training exercises addressed issues relating to establishing relevant
AML systems and procedures and in particular an AML Manual that should be developed by each
licensee on a risk sensitive basis. In October 2013 a full day seminar was jointly hosted by the FSC
and KPMG. Throughout 2014 the FSC and the FIU undertook targeted training with the Bar
Association, the Realtors Association and MSBs on relevant AML topicddarch 2015 the TCI

hosted a joint AML/PTF training with CFATF and in September 2015 the FSC Collaborated with the
first TCI Compliance Association training event. The FIA has also conduntah training with

the staff at one of the local banksla request of their Money Laundering Reporting officer.

The Legal and Regulatory Framework

The Tur ks an dAMOGHT tegakand reglilatory draamework is based on several pieces
of legislation (including regulatiorend guidelingsthat have been enactedthg House of Assembly.
The pieces of legislation at the forefront of the Framework is the POCO, thetRd Ginancial

Intelligence Agency Ordinance and the Financial Services Commission Ordinaibe. relevant
laws andguidelineswill be discussed in detail in section IV of the report.

DETAILED ANALYSIS OF COMPLIANCE WITH THE CORE RECOMMENDATIONS

RECOMMENDATION 1 T PC

R.1 (Deficiency 1): The exact scope of what the POCO repeals, amends and savasisguous.
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25.

26.

27.

28.

29.

The ambiguous scope of the repeals that were contained in the POCO at Schedules 5 and 6 were
corrected by the enactment of the Proceeds of Crime (Amendment) Ordinance, 2009 (sections 3 and
4) and the Proceeds of Crime (Amendment) Ordinancé @&ttion 93)The amendments now make

it clearwhat the correct section references are and the various parts of the legislation that has been
repealed Specifically, the Control of Drugs Trafficking Ordinance and the former Proceeds of Crime
Ordinance wee repealed with transactional provisions being kept in force with regard to matters
falling under the former legislatioifthe deficiency has been fully addressed.

R.1 (Deficiency 2): Schedule 1 of the POCO refers to offences which are not defined in the laws
of the TCI, namely directing terrorism, people trafficking and arms trafficking.

In addressing this deficiencthe Trafficking In Persons (Preventio@ydinance,2016was assented
to on January 30, 2016 and came into force on April 1, 2016. The legislation as stated in its purpose

gives ‘effect to the UN Protocol to prevent, S
women and children, supplemamg the UN Convention against Transnational Organised Crime,

2000 ..0 I n order to ensur e ef ftwod?) Immigration@fficiablsme nt at
and a Senior Crown Counsel from the Attoatney Ge

allows for a Professional Certificate in Tackling Human Traffickifighe penalties for trafficking in
persons and directing, conspiring, inciting etc. the commission of trafficking is a fine without limit or
a term of imprisonment of ten (10) yeardoth. Where the trafficked person is a child, the penalty is
imprisonment for life These offences are indictable offences and as such are predicatesTheVL.
offences of drug trafficking and money laundering were also defined at section 2 of the POCO.

With regard to the offence of arms traffickinbge Proceeds of Crime (Amendment) Ordinance, 2016

at section 3 amends section 2 of the principal
o f f e The definition states that arms traffickiisgan offence pursuant to section 27 of the Firearms
Ordinanceand section 34 or 40 of the Custo@rlinance The ancillary offences (attempt, conspiracy,
aiding abetting ety to arms trafficking are also included in the definition. The penalties for the
offence are contained in the Custo@sdinanceand provide forfines and/or imprisonment on
indictment. The offence of directing terrorism has been addressed by the enactimeRt@fention

of Terrorism (AmendmentDrdinance 2016. Section 2 of the fncipal Ordinance is amended to
define a terrorists organisati@md it includesan entity, group or organisation that (c) organises or
directs others to commit act of terrorism or the financing of terrorism. Based on the enactment of the
various piecesf aforementionedkgislation, thaleficiency has been full addressed.

R.1 (Deficiency 3): The FATF 20 Designated Categories of Offences are not fully reflected in the
law of the TCI.

Based on the enactment of the legislation noted at Deficiency 2 above, the offences of directing
terrorism, trafficking in persons andrms trafficking are now reflected in the laws of TCI.
Accordingly, the deficiency has been fully addressed.

R.1 (Defidency 4): All the preaursor chemicals under Article 3(cJii) of the Vienna Convention
are not covered by TCI law and there is no precursor chemical legislation.

With regard to precursor chemicals, the TCI lemacted the Control of Drugs (Amendment)
Ordinance, 2016, which t section 13B provides for t he offen
t he product i Specifically, thk rsactips maket acperson liable for possessing without

lawful authority any equipment, material or substance listed in Table 1 and Table 2 of the Ordinance.

10
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The Tables are contained at Schedule 2A of the Ordinance and contain all theopreltemsicals
required under Article 3(c)(ii) of the Vienna Convention. The deficiency has been fully addressed.

R.1 (Deficiency 5):The effectiveness of TClbés | egal framev
have no money laundering convictions sinc2002.

30. Since the onsite, the TCI has hagnty-five (25) ML investigations, eleven (11) prosecutions and 1
convictions, the remaining prosecutions aregomg or were completed in 2016. The investigations
and prosecutions has resulted in several restoaders in relation to both property and money; one
(1) confiscation of approximatelyS$10,000,000 and three (3) civil recovery forfeitures of real
property. Additionally, through legal assistance requests 3 restraint orders under POCO have been
since D11. Prosecution having now been completed, one order relatld§®694,346has been
discharged. The remaining restraint order are in respect of the amount of $12,0D08e00éficiency
has been addressed and continues to be addressed.

R.1 (Deficiency 6): The defence to the ML offence at section 119@)the POCO provides a
criminal with the opportunity to escape liability merely by showing that the property was
obtained for adequate consideration.

31. Section 119(2) of the POCO was amended to require in addition to obtaining adequate consideration,
the need for the defendant to show that he did not know or suspect that the property was criminal
property. This amendment addresses the deficiency.

RECOMMENDATION 1-OVERALL CONCLUSION

32. As a result of the enactment of theafficking in Persons (Prevention) Ordinance, 2016 Rtuceeds
of Crime (Amendment) Ordinance, 2016 and the Control of Drugs (Amendment) Ordinance, 2016,
the outstanding deficiencies noted by the Examiners have been addressed at least to a level comparable
at a minimum with an LC.

RECOMMENDATION S5 7 NC

R.5 (Deficiency 1):There are no requirementsin the POCO and AMLR which prohibit financial
institutions from keeping anonymous accounts or accounts with fictitious names

33.Pursuant o Regul ation 16(2) of the AML/ PFTR, a fina
numbered account, an anonymousaunt or a name in which it knows, las reasonable grounds to
suspect, is fictitious.'™ This requirement ful/l

R.5 (Deficiency 2):No requirement for the conduct of CDD measures where the financial
institution has doubts about the veracity or adequacy of previously obtained customer
identification data.

34. Pursuant to Regulation 11(1) of the AML/PFTR, a financial business mustrmpeZidD before the

financial business establishes a business relationship or carries out an occasional transaction; where
there are doubts about the veracity or adequacy of previously obtained customer identification data,

11
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35.

36.

37.

38.

39.

where there is a suspicion of MLBF and at other appropriate times as determined on a risk sensitive
basis. The deficiency has been addressed.

R.5 (Deficiency 3):No requirement for financial institutions to conduct CDD on legal persons or
legal arrangements.

Regulation 3 and 5 dhe AML/PTFR were amended in 2010 so that the beneficial owner of a legal
person or arrangement is defined and the requirement for CDD measures for those entities are
presented. Additionally, section 11 of the AML/CFT Code also makes provision for COEgdr
arrangements, while section 19 of the Code deals with identification requirements for trusts and
trustees.

R.5 (Deficiency 4):No requirement for financial institutions to verify that any person purporting
to act on behalf of a customer who is a led person is so authorized, and identify and verify the
identity of that person.

Pursuant to regulation 5(2)(a) of the AML/ PFTR,
an individual, measures for verifying that any person purporting to act @if lnélthe customer is

authorised talo so, and also identifying that person and verifying the identity of that pdrsen.

measures specified in the Regulations address the deficiency.

R.5 (Deficiency5): No requirement for financial institutions to verify the legal status of the legal
person or legal arrangement.

Regulation 5 of the AML/PTFR, requires that a determination be made of the natural person who
ultimately owns or controls customers that are legal persons or legal arrangements any tioeverif
legal status of the legal person or legal arrangement. The deficiency has been addressed.

R.5 (Deficiency6): No requirement for financial institutions to perform enhanced due diligence
for higher risk categories of customer, business relationshipr transaction.

Regulation 11(4)(a) of the AML/PTFR, 2010 requifieancial businesses to assess the risk that any
business relationship or one off transaction involves or will involve ML/TF; depending on the type of
customer, business relationshippguct or transactiorf-urther, regulation provides for EDD and
ongoing monitoring where the risk of ML/TF is higher. The deficiency has been addressed.

R.5 (Deficiency7): No requirement for financial institutions to conduct ongoing due diligence
on existing customers.

In accordance with regulation 11(3) of the AML
ongoing monitoring of a business relationship.’

R.5 (Deficiency8): No requirement for financial institutions to perform enhanced due diligence
on high risk customers.
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40. Pursuant to Regulatieri1(4)(a) and 13, of the AML/PFTR, 2010 financial institutions are required
to perform enhanced due diligence (EDD) for higher risk categories of customer, business relationship
or transactionThe deficiency has been fully addressed.

R.5 (Deficiency9): No requirement for financial institutions to undertake CDD measures when
carrying out occasional transactions that are wire transfers in the circumstances covered by the
Interpretative Note to SR. VII.

41. The AML/PTF(Amendment) Regulations, 20&fnended the defition of occasional transaction at
regulation 4(2) to include wire transfer transactions, or linked transactions of US$1,000 or more
Regulation 5(f) of the AML/PTFRincludes that CDD measures are measures for obtaining
information on the purpose and intended nature of the business relationship or occasional transaction.
Accordingly, the requirements for CDD are applicable to occasional wire transfer transactions. The
deficiency has been addressed.

R.5 (Deficiency10): No requirement to terminate business relationship if proper CDD cannot
be conducted.

42. Regulation 12 of the AML/PTFR, 2010 provides for the termination of business relationship with a
customer where CDRannot be done before the establishivadna business relationship; where a
financial business (in circumstances noted in regulation 11(5) and (6) is unable to complete the
verification of identity of a customer, third party or beneficial owner afteeghablishment of the
business relationship and where a financial business is unable to undertake ongoing monitoring with
respect to a business relationship. The deficiency has been fully addressed.

R.5 (Deficiencyll): No requirement for financial institutions to ensure that document, data or
information collected under the CDD process is kept wpo-date.

43. As noted previously, regulation 11(3) of the AML/PTFR requires financial businesses to conduct
ongoing monitoring ba business relationshiegulation 5(5)(b) of the AML/PTFR, 20¥fines
ongoing monitoring of a business relationship as includingeepi ng the documen
information obtained for the purpose of applying customer due diligentedgie and rievant by
undertaking reviews of existing recordbhe deficiency has been fully addressed.

R.5 (Deficiencyl2): Lack of guidance on matters such as PEPSs, risk based approach and reduced
CDD i mpacts on the effectiveness of the TCIlIO&s A

44. Guidance was issued by the FSC and made available and continues to be available on the TCI FSC
website including:
A August 2009 PEPs
A August 2009 Fit and Proper Guidelines
A Jan 2015 Appointment of Money Laundering Compliance officer, Money Laundering
Reporting Officer, Compliance officer.

Sector Specific Guidance had also been introduced for DNFBPs in 2014 (Legal Professionals, Real
Estate Agents, Accountants and High Vahealers.

45. The Authorities are of the view that the measures contained in the AMIGBd@& provided sufficient
guidance with regard to CDD and the other matters nofedeview of the AML/PFT Code and
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46.

47.

48

49.

regulations show that they are very comprehensive wigfard to the AML/CFT obligations of
financial businesse The deficiency has been addressed.

R.5 (Deficiency13): The scope of theAML/CFT legislation in the TCI does not cover financial
institutions that engage in mortgage lending.

The AML/PTFRprovides for the AML/CFT measures that financial businesses must complgswith
noted in regulation 9, which states tHnarcial't hese
businesses are defined at regulaoof the AML/PTFR as the meaningsagned in Schedule 2. At

Schedule2 section 1(d) (i), a financi al business inc
consumer , credit, mortgage, credit, factoring,

lending is covered as an aaty that a financial business can conduct. The deficiency has been fully
addressed.

R.5 (Deficiency 14):No effective implementation of AML/CFT regime as a result of recent
enactment of legislation (AMLR and Code) and guidance.

The TCI Authoritiescontinue to have ongoing sensitization campaigns to make financial institutions
aware of the benefits of complying with the AML/CFT requirements. Compliance workshops and
other training seminars have been held on an ongoing basis to provide guidagcgatedesntities

with regard to AML/CFT issued.he deficiency has been addressed.

RECOMMENDATION 5 - OVERALL CONCLUSION

. The enactment of the AML/PTFR, 2010 and its subsequent amendment has comprehensively
addressed the deficiencies that were note®fdr at the time of the mutual evaluation. As a result the
deficienciesnoted by the Examiners have been addressed at least to a level comparable at a minimum
with an LC.

RECOMMENDATION 107 PC

R.10 (Deficiency 1): There are no requirements forfinancial institutions to maintain records of
the identification data, account files and business correspondence for at least five years following
the termination of an account or business relationship (or longer of requested by a competent
authority in specific cases upon proper authority)

Pursuant to regulation 18(1) of the AML/PTFR financial businesses are required to keep records
specified in suksection 2 of the regulation in a manner #ligws it to be made available on a timely
basis, when lawfly required and for a specified period. Regulation 18(2) specifies the records to be
kept to include the following: a copy of the evidence of identity, supporting documents, data or
information obtained with regard to the business relationship as pare &8DD process, details
relating to each transaction carried out by the financial business in the course of any business
relationship or occasional transaction, all account files and all business correspondence relating to a
business relationship or ocoaisal transaction. Regulation 19 specifies the pédigodvhich these
documents and other data etc. should be kept as being five (5) years. The start time of the five year
period is provided at regulation 19(1)(a) and (b) and depends on the categooyafTle deficiency

has ben fully addressed.
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RECOMMENDATION 10- OVERALL CONCLUSION

50. Regulations 18 and 19 of the AML/PTHRovide the requirements that are needed for financial
businesses to comply with this R. 10 deficiency. The deficiencies noted by the Examiners have been
addressed at least to a level comparable at a minimum with an LC.

RECOMMENDATION 1371 PC

R.13 (Deficiency 1): The guidance provided for the effective execution of the suspicious
transaction reporting requirement is not considered sufficient.

51. In addressing this deficiency, the TCI Authorities revised the Suspicious Activity Reporting (SAR)
form and distributed the form with attached guidance notes to all stakehwidrgust of 2009. In
2013, the forms and attached guidance notes were placed on both the FS&*amebEitesso that
all stakeholders could have access to the forms and theasdoguidanceSubsequent to these
measures there was an increase in the number of reports being made . thieshbuld also be
noted that the AML/PFT Code contains guidance on the requirements of the POCO and the TF
legislation and the obligation to disclose knowledge or suspicion of ML/TF and the timing of such
reporting. The deficiency has been addressed.

R.13 (Deficiency 2): The broad time frame given by the POCO has been interpreted by the
industry to be time periods that seem quite long§24-30 days)

52. In addressing this deficiency, the AML/PTF Code, 2011 at section 29(e) that a financial business shall
establish and maintain reporting procedures and
in a report tdoe disclosed as soon as is reasonably practicable and in any event, withinfoaenty
hours by the MLRO to the Reporting Authority in tig, where the MLRO knows or suspects or has
reasonable grounds to know or suspect that another person is engaged in or attempted to engage in
money | aundering or terrorist financing regardl
restrictel the broad time frame for reporting that was given in the POCO. The deficiency has been
fully addressed.

R.13 (Deficiency 3): The awareness amongst fi
financial systemfor the financing of terrorist is low thereby affecting the effectiveness of the
CFT regime.

53. The TCI Financial Services Commission holds training session per annum on AML/PTF and to which
all regulated financial businesses (licensees) are invited and all DNFBPs.

4 http://www.tcipolice.tc/index.php/financidhtelligenceunit.
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54. The Commission has algoovided speakers to other locally held training which are jointly sponsored
by the Commission. For exampldarch 2015 Joint AML/PTF training with CFATF and September
2015 with the first TCI Compliance Association training event.

55. TCIFSC also undertakéargeting training to specific sectors through their associations:

9 Turks and Caicos Islands Realty Association.
1 The TCI Bar Association. (joint training with the FIA)
1 Money Service Business (joint training with the FIA)

56. Financial institutions awarenessf t he mi suse of TCI' s financi al
has been addressed throdlgatraining of stakeholderd.he deficiency has been addressed.

R.13 (Deficiency 4):The deficiencies identified within R. 1 as it pertains to predicat®ffences
not defined in the TCI laws; specifically directing terrorism, people trafficking and arms
trafficking are also applicable here

57. The correction of this deficiency was discussed at R. 1 deficiency #. 2 above where it was noted that
the enactment of legislation created the offences of directing terrorism, trafficking in persons and arms
trafficking are now reflected in the laws of T@lccordingly, this deficiency has been addressed.

RECOMMENDATION 13 - OVERALL CONCLUSION

58. The measures taken to revise the SAR forms along with the guidance notes provided and the guidance
in the AML/PTF Code2010 dealt with the issue of suspicious transaction reporting. The AML/PTF
Code specifically addressed the deficiency of uncertainty as to the time to file STRsI@ARS,
training seminars and workshops on TF addressed the issue of sensitizationsafeBHrighe TCI.

Based on the aforementioned, the deficiencies for R. 13 have been addressed to a level that is at a
minimum comparable to an LC.

SPECIAL RECOMMENDATION Il T PC

SR.II (Deficiency 1): Penalties for terrorist financing offences at thesummary level are lenient.

59. The enactment of the &rentionof Terrorism Ordinance, 2014 (PT@sulted in the inclusion adhe
offence of TF at section 9 of the Ordinance. Conviction for the offence of TF only occurs on indictment
and carries a penalty affine or a term of imprisonment of fourteen (14) years or both. The amount
of the fine has not been specified. Tiefidency has been fully addressed.

SR.II (Deficiency 2): The elements of directing terrorism as required B Article 2(5) of the
Terrorist Financing Convention are undefined in the laws of the TCI.
60. As notedabove in the discussions on R. lig bffence of directing terrorism has been addressed by

the enactment of the Prevention of Terrorism (Amendment) Ordinance, 2016. Sectione2 of th
principal Ordinance is amended to define a terrorists organisation as an entity, group or organisation
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that (c) organises or directs others to commit act of terrorism or the financing of terrbhism.
deficiency has been addressed.

SR.1I (Deficiency 3): Inconsistent mens rea requirements for terrorism offences.

61. The deficiency with regd to the mens rea arose because the Examiners determined that the mens rea
requirement for the offences in the Terrorism (United Nations Measuresisgas Territories) Order,
2001 ¢(hreUN Terrori sm Order) and the Al Qa’ida and T
Tenitor i es) Order, 2002 (the Al Qa’ida Order) were
the Anti-Terrorism (Financiabnd Other Measures) (Overseas Territories) Order, 2002Afitie
Terrorism Ordex. With the enactment of the PTO, 2014 the application of the mens rea and the Orders
are now compatible. The outstandutgficiency haveen addressed.

SR.1I (Deficiency 4): The effectiveness of the CFT regime is difficult to assess in the absence of any
STRs or investigations on FT.

62. Since the mutual evaluation, as a resuls@fsitization of the sectors, thdérasbeenno STRs with
regard to TF.The ceficiency has been addressed

SPECIAL RECOMMENDATION II - OVERALL CONCLUSION

63. The enactment and implementation of the PTO resulted inothstanding deficienciebeing
addressedt least to a level comparable at a minimum with an LC.

SPECIAL RECOMMENDATION IV i PC

SR.IV (Deficiency1): The awareness amongst financi al i nsti

financial system for the financing of terrorist is low thereby affecting the effectiveness of the CFT
regime.

64. This deficiency is identicab R. 13-Deficiency 3, which is considered to be addresseded on the
training workshops and conferences that have been provided to the financial institutions on the misuse
of TCl's financi al s y s t e Accofdiagly, the deficentyihasabeenni ng o f
addressed.

SPECIAL RECOMMENDATION [V - OVERALL CONCLUSION

65. This Special Recommendation mirrored tedicieny noted for R. 1@eficiency 3as it pertained to
the lack of awareness by the financial institutions of the misuse of the financial system for the purposes
of TF. The deficiency was addressed by training as referencadriax2. The deficiency found by
the Examiners haseen addressed at least to a level comparable with an LC.
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V. DETAILED ANALYSIS OF COMPLIANCE WITH THE KEY RECOMMENDATIONS

66.

67.

68.

69.

RECOMMENDATION 2371 PC

R.23(Deficiency 1):The integrity component to the oO6fit an
is not clearly specified by the FSC

In addressing this deficiency, the Financial Services Commission (FSC)@suedd el i nes on T
and Proper Test'’ pursuant to section 43 of t he
(FSCO). At paragraph 4 of theuidelines, it is noted that the fit and proper standard is applied as
appropriate to individuals who abeneficial owners and controllers, directors, senior officers, key
employees (including compliance officers), auditors and actuaries. Paragragate, that in
determining whether a person is fit and proper,
competence and ability, relevant work experience, track record, appropriate knowledge, qualifications

and skills. The second part of the fittBproper test is contained at paragraph 9, and relates to character

and as such includes *‘key el ementreputgianmhtheas t he
individual concerned.’ The Guidelineondlrod | ErcV
and t he ‘' Bo arTde appendibto theQuidalimes provides a list of relevant factors that

can be considered wit h Thedgfeiendy hdasbeen fally addressecd ™ and

R.23(Deficiency 2):Therewasnoe vi dence t hat Coll ective I nvest me
(I0SCO) apply for Mutual Funds in TCI.

With regard to dealing with this deficiency, the FSC hasf the end of March 2016 become an
ordinary member of IOSCOAdditionally, new securities legiation was circulated to the industry
for comments. The deficiency has beemdressetb a satisfactory degree

R. 23 (Deficiency 3)The recently enacted legislative framework providing for the licensing and
supervision of MVT is not yet effective.

The Turks and Caicos Islanéidly implemented the Money Transmitters Ordinaii®& O), which

resulted in the licensing of four (4) money service businesses (MSBs). At present thiereedss

MSBs in TCl with one agentwho hadceased tradingecenty resuming businessthe fourth
voluntarily surrenderedts licence. The MSBs annual cycle of examinations commenced in 2015. All
three MSBs were examined onsite between March and June I2@b5Suld also be noted that the
formal reporting for MSBs was introduced in September 2010, wimdatory reporting being
introduced towards the end of the last quarter of 2010. MSBs are required to report on and complete
financial returns and supplemtal reports which show inter alia, the largest transactions, the number
of transactions and the value of transactions for each month in a quarter both for funds received and
funds sent. Additionally, there are two additional filings which require irdtion on all single and
aggregate transactions above US$5,000 in any one month for funds sent as well as for those received.
The deficiency has been fully addressed.

RECOMMENDATION 23- OVERALL CONCLUSION
The deficiencies for R. 23 were addressechain part by the implementation of thel and the
establi shment of Guidelines by the FSC with reg

funds have been addressed certain degresith the FSC becoming an ordinary member of IOSCO.
The lggislative process regarding updating standards to make the IOSCO core principles applicable is
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ongoing. However, given the ongoing work and progress made with IOSCO membership this is a
minor deficiency. R.23has been addressed at least to a leveldlwmparable with LC.

RECOMMENDATION 26 7 PC

R. 26 (Deficiency 1):The FCU does not appear to have full operational independence and
autonomy.

70. The enactment of the Financial Intelligence Agency Ordinance, 2014 (FIAO) establiskievhtioéal
IntelligenceAgency (FIA)as a body corporate. The FIA is now governed by a Board of Directors
with the Director and Deputy Director and senior officer of the FIA being appointed by the Board.
(Sections 20 and 22 of the FIAO)he Chairperson of the Arfloney Laundering Committee, the
Commissioner of Police and the Director of Public Prosecutions are required toffieiexnembers
of the BoardPursuant to section 22, the Director shall also appoint such officers and employees as
may be necessary fordlproper discharge of the functions of the Agency. The terms and conditions
of the staff of the FIA are however to be determined by the Board. With regard to the funding of the
FIA, it will be funded by allocations from the House of Assembly and the hatfeorfeiture Fund.
Based on the FIAQO, the appears to be a structure that provides full operational independence and
autonomy. The deficiency has been fully addressed.

R. 26 (Deficiency 2):The FCU has not provided sufficient guidance to financial institutions and
other reporting parties regarding the reporting of STRs.

71. This deficiency deals with the same issue raised in R.0O&ficiency# 1, whereit was noted that the
FIA (formerly theFCU) has issued and updated guidance and forms in relation to both Suspicious
Transaction Reports and Terrorist Property Reporting. The forms and guidance can be found on the
FI A’ s wénleanjurtctmn with the FSC, the FIA has provided trainingetsout in Annex 2.
The deficiency has been fulbddressed

R. 26 (Deficiency 3):The FCU has not provided feedback to reporting parties in a formalized
and timely manner.

72. TCl indicated that this deficiency was addressed by the provision of feeidbagiing to every SAR
within a twentyfour (24) hour period in most cases. The Authorities also noted that the jurisdiction
was small and so the Head of the FIA also took the opportunity to liaise directly with compliance
officers. Additionally, succedsil outcomes of investigations were also report&tie deficiency has
been adequately addressed.

R. 26 (Deficiency 4)The FCU does not release periodic reports which include statistics on STRs,
trends and typologies within the sector and an updatef its activities.

73.T h e Fuelsitedhas link to trends and typologieS.t at i sti cs have been pub
Annual Reports for the period 202015The FIA publishes typologies, risks and trends on a regular
basis in the local pres§he publication is in the form of a notice which is sent to the press or posted
on t he FI ASeeAnnexesbhe deficeency has been fully addressed.

R. 26 (Deficiency 5)The building which houses the FCU does not appear to be properly secdre
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74.

75.

76.

7.

78.

The FIA is currently situated in a secure building with electronic security monitolinmediately
following the mutual evaluation, the TCI did upgrade the building (steel doors) that they were
previously occupied in an effort to comply with the deficienciihe deficiency has been fully
addressed.

RECOMMENDATION 26 - OVERALL CONCLUSION

The deficiencies with regard to R. 26 were met as a result of the enactment of the FIAO in 2014
especially as it pertained to the autonomy of the ERkeviously called the FCUand the
implementation of guidelines and updated forms with regard to fhertrey of STRs and the
publication of annual reports on the work of the FIA with regard to trends and typol8giesAnnex

2 forinformation on STR training.

RECOMMENDATION 357 PC

R. 35(Deficiency 1):The Palermo Convention and the TerroristFinancing Convention have not
by extension been ratified on behalf of the TCI.

The United Kingdom extended the Palermo Convention to the Turks and Caicos Islands in August
2015. The link to the Depository Notification is
https://treaties.un.org/doc/Publication/CN/2015/CN.446.2048.pdf With regard to theUnited
Nations Convention for the Suppression of the Financing of Terrorism (Terfrnancing
Convention)jt has not yet been extended to the TCI. The TCI has been advised however that the UK
Home Office has not yet completed their review. The TCI in the interim did enact the PTO, which
does accommodate and refer in Schedule 1 tdeh®rist Financing Conventiolhe deficiency has
beensatisfactorilyaddressed.

R. 35 (Deficiency 2): Not all relevant aspects of the Conventions have been implemented.

The enactment of thed®, the PTO andts subsequent amendments have adddesiserelevant

aspects of the Conventions to the extent that the Palermo Convention has been extended to the TCI
and the extension of the Terrorist Financing Convention is now being reviewed. Additionally, with
regard to the Vienna Convention, the PCO @&sdamendments have also addressed outstanding
requirements as noted above in the discussion onTReldeficiency has been addressed.

RECOMMENDATION 35- OVERALL CONCLUSION

The TCI Government has taken all the necessary measures that it can to have the ratifitadion of
Palermaand Terrorist Financing Conventions extended to it by the UK. These measures have resulted
in the extension of ratification of the Palermo Convem&nd the review of extension of ratification

for the Terrorist Financing Conventiodditionally, the implementation of domestic legislation in

the form of the PCO and the PTO has resulted in compliance with the relevant aspects of the
Conventions. Acardingly, R. 35 has been complied wahleast to a level that is comparable with

LC.

RECOMMENDATION 36 i PC

R. 36 (Deficiency 1):Mutual legal assistance will not be provided by the TCI once tax or fiscal
matters are involved, which do not fall within certain exemptions.
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79.

80.

81.

82.

The TCI addressed this deficiency by negotiating and signing Tax Information Exchange Agreements
(TIEAS), to facilitate the exchange wmfformation on tax matters that are not covered by the Mutual
Legal Assistance Treaties (MLATS). To date, the TCI igrgesl seventeen (17) TIEAs and continue

to negotiate with OECD countries to sign additional TIEAs. To ensure the proper implementation of
the TIEAs, the TCI has enacted anplementation ordinan¢eghe Tax Information Exchange
Ordinance2009. The TCI haalso established an Exchange of Information Unit within the Ministry

of Finance. This Unit ensures that TCI meets alitotaxtreaty obligationsThe TCI accepted the
European Union Directive on the Taxation of Savings Incomeaacdted relevant legation in 2005.
However, in 2012, the TCI formally transitioned from the withholding tax arrangement under the
Directive to the automatic exchange of information arrangement. TCl issued guidance to the industry
in this regard in 2013. With the advent b&tUS Foreign Account Tax Compliance Act (FATCA),

the TCl engaged in consultations with all stakeholders\étiithe US Government. The consultations

with the US Government resulted in a FATCA Iatovernmental Agreement and a TIEAhe TCI

intends to onclude similar agreements with the UK.

In 2013, the Convention on Mutual Administrative Assistance in Tax Matters was extended to the TCI
and the Tax Information (Exchange and Mutual Administrative Assistance) Ordinance (T#s0)
enactedvhich amended the Tax Information Exchange Ordinambe TIEOallows information to

be exchanged between the TCI andritdes with whom it has a TIEA, with subsequent amendments
to the TIEO providing for automatic and spontaneous exchange of informatfandeficiency has

been fully addressed.

R. 36 (Deficiency 2):The effectiveness of implementation is difficult to assess due to the lack of
statistical data.

Since the mutual evaluation, the TCl has addressed the issue of lack of statisticalrdatual legal
assistance. At the time of the ons#iemestatistical information had been lost due to a fliewever,
since then statistics have been keflease see attachdthnex 3with relevant statisticsThe
deficiency has been addressed.

R. 36 (Deficiency 3):There are no formal administrative procedures except those implemented
by the Chief Magistrate further to the MLAO, which would work towards ensuring that
assistance would be given tin a timely manner.

At the time of the onsite, thExaminers had noted that Article 5 of the MLAO stipulated that the

Central Authority (who was the Chief Magistrate

“shall promptl vy’ i nf or m find Rartyokthe toutcarhef tlee weguesi.r i t vy
(See. Para. 1035 of th& Bound MER). The Chief Magistrate however had imposed a time frame of
twenty-eight (28) days for the execution of requests. The Examiners felt that there should be a more
formalized procedure to ensure that assistance was given in a timely mannet.rdgatdy TCI has

instituted a procedure where requests received by the Magistrates are processed immediately with any

required applications to be made to the court being done within the first 7 days of receipt. The Chief
Magistrate advises the requestoampetent authorities of each step that takes place. Upon execution

of the request the requesting competent authority is advised and any documents prepared/produced are

sent to the requesting competent authofitye deficiency has beeddressed

RECOMMENDATION 36 - OVERALL CONCLUSION
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83.

84.

85.

86.

The deficiencies identified by the Examiners with regard to R. 36 have been addressed by the extensive
signing of TIEAS, the enactment of iflementation legislation and continued engagement with OECD
countries with regard to the exchange of tax information. The TCI has also kept statistics with regard
to its mutual legal assistance and have put measures in place to ensure that assistaitsdispo

timely manner. All the measures taken have resulted in in compliance wiB6Rt least to a level

that is comparable with LCSee. Annek for MLA statistics

RECOMMENDATION 407 PC

R. 40(Deficiency 1):No MOUSs in place between the FSC and other similar bodies or by the FCU
with FIUs which require MOUs for the exchange of information.

In addition to the FSCO, 200Which providesfor the exchange of information with foreign
counterpartg¢section 28)TCl negotiated MOUs with several foreign supervisory authorities including
Canada, Panama, Jamaica and the Cayman Islands. A multinational MOU has also been negotiated
with several jurisdictions. See. FSC webéitevw.tcifsc.tg for MOUs. Pursuant to section 31 of the

FIAO, the FIA (previously called the FCWQan i n connection with 1its
arrangement for cooperation with bodies or persons in the Islands, a foreign financial intelligence
authority or foreign | aw enforcement auwithori ty..

Australia, Canada, Trinidad and Tobago, Jamaica, Japan, St. Martin, South Africa and St. Vincent and
the Grenadines.Thedeficiency has been fully addressed.

R. 40 (Deficiency 2): It cannot be ascertained whether assistance by certain competent
authorities i ncluding the Attorney General ds Chamber
constructive and effective manner due to lack of statistical data

Requests received by the Attorney General’s Cha
regularly received agency to agency requests as séem@x 4.Based on the presentation of statistics

noted atAnnex4, the TCI has been able to provide requested information in a rapid, constructive and
effective mannerThe deficiency has been adequately addressed.

R. 40 (Deficiency 3): Considerations which apply under the FSCO before the regulatory
assistance is give are onerous when taken conjunctively.

The Examiners felt that sections 28 and 29 of the FSCO while allowing the exchange of information
could result in the limitationthat would affect the ability to give assistand&ee. Pardl148 of the

39 round MER).The Financial Service€ommission (Amendment) Ordinance, 2014 made the
provision of regulatoryssistancéess onerous through the amendment to section 29 of the FSCO to
allow the FSC to provide information to a foreign regulatory authoritly information in its control

or possession without a request from the foreign regulatory authiditytionally, the FSCO in order

to facilitate the exchange of information has entered into several MOUs with its regulatory
counterparts in other jurisdiohs as noted above in the discussion of Deficiency #1. The deficiency
has been addressed.

RECOMMENDATION 40- OVERALL CONCLUSION
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87.

88.

89.

VI.

As a result of the successful negotiation of MOUs with regulatory and law enforoeonenérparts
and amendments to the FSCIE| has been able to address the deficiencies that were noted by the
Examinerswith regard to R. 40 to a level that is comparable to at least an LC

SPECIAL RECOMMENDATION |1 PC

SR. | (Deficiency 1): The Terrorist Financing Convention has not been fully ratified or
implemented.

While thae is alack of ratification, which as noted above is being sought from the United Kingdom,
the enactment of the Prevention of Terrorism Ordinance (pr@jdes forthe criminalization of
terrorism and terrorist financing (Sections 3, 4 artRR These measures are in keeping with the
Terrorist Financing Convention. SpecificalRarts VI of the PTO cover the measures required by
SRs. V. (See. Attached matrix)The TCI Authorities have taken all the steps necessary to obtain
ratification on their behalf from the UK and have criminalized the relevant offehlbegleficiency

has beesatisfactorilyaddressediven the circumstances

SPECIAL RECOMMENDATION | - OVERALL CONCLUSION

The Turks and Caicos Islands Authorities have taken all the steps possible to date to obtain the
extension of the ratification of the Terrorist Financing Convention to their jurisdidti@nenactment

of the PTO means that the offms and measures of the Convention have been incorporated in
domestic law. The matter is currently with the UK Home Office for their finalization. SR. 1 has been
addressed and & least to a level that is comparable with LC.

OVERVIEW OF MEASURES TAKEN IN REL ATION TO OTHER RECOMMENDATIONS RATED

PC/NC

90.

The Turks and Caicos Islankas taken the following measures to address the other Recommendations
that were rated PC/NChe information in this section is presented for information purposes only and
is not to be taken into considerationi®€l s appl i cat i ouppoaessexit the f

PREVENTATIVE MEASURES - FINANCIAL INSTITUTIONS

91.

Recommendatiorikb, 17, 18, 2&nd SR. VI were all rated P@&hile Recommendations8 11, 19,
21, 22, 25 and SR. VIl were all rated NC.

TCIl has made progresson R. 15hr ough t he FSC's screening of
review of financial institutions risk assessmedtsing onsites. The AMIBTF Codeprovides for
employee screening measures both at the time of hiring and on an ongoirembadso provides for
penalties where financial business does not maintain policies with regard to the screening of
employees;gudel i nes on internal <control and audi't
website.R. 15 still has outstanding deficiencies with regard to the keeping of employee training
recordsandthe extent to which policy manuals of entities supervisgdhe FSC contain a reference

to CFT. The deficiencies noted with regard to R. 17 were addressed through the implementation of a
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vigorous enforcement programme, which has resulted in enforcement actions that led to penalties and
the revocation of licencda some instances. With regard to R. 18, all deficiencies were addressed
through the enactment of the AML/PTF Regulations which in relevant(Rag. 16)prohibitsall
financial institutionsoperating in TCI from entering into a correspondent bankiregiogiship with a

shell bank or a bank that allows its accounts to be used by a shellHamissue of the Registrar of
Insurance (now called the Head of Insurgnaed the Registrar of Cooperative Societies having
powers of enforcement and sanctiganst financial institutions has only been partially addressed
with the level of compliance with the issues noted by the Examiners at paras. 747 and 750 still being
unclear. For SR. VI, the deficiencies were addressed through the creation of a Unithsiti8Ct to

deal with MSPs; the completion of a licensing process for MSPs; training for MSPs on their AML/CFT
responsibilities and a programme of onsite review of MSPs.

92. TCl achieved compliance with B.through theenactmenof the AML/ PTFRegulationsRegulation
13 requires that EDD and ongoing monitoring be done on PEPs. Additionally, the FSC issued guidance
on PEPs in 2009The AML/PTF Regulations at regulation 16 dealt with the issue of correspondent
banks and extends the measure to all finanegtitutions that deal with correspondent banks. The
AML/PTF Code also provides measures to be taken when dealing with correspondent banks at section
42 and 43. TCI addressed R. 8 deficiencies through the AMLEIde and RegulationsSection
6(2) of theCode requires financial businesses to have measures in place to deal with the misuse of
technological developmentahile section 24 of the Code requires that procedures are in place to deal
with nonfaceto-face business relationships and transactiodgh regard to third parties and
introducers (R. 9), the deficiencies were met through regulation 14 of the AML/PTF Regulations and
section 27 of the AML/PTF Code. Regulation 17 of the AML/PTF Regulations (the establishment,
maintenance and implementatiohrisk sensitive policies) and section 28 of the AML/PTF Code
(requires financial businesses to keep a written record of unusual transactions) addressed the
deficiencies for R. 11. R. 19 required the TCI Authorities to consider the useasharansactio
threshold for reporting STRs. TCI considered this approach, but decided against its use. The
deficiencies with regard to special attention to higher risk countries (R. 21) were addressed through
regulation 10 of the AML/PTFR which requires a branch bsgliary of relevant financial businesses
located or incorporated abroad sttalimply with the Regulations and Code to the extent permitted by
the country, while section 6 of the AML/PTF Code requires all branches and subsidiaries to be
compliant with theestablished policies, systems and controls. R. 25 deficiencies were addressed
through theenactment of the FIAO artovision of compliance training workshops and seminars by
the FIA (previously called the FClLHnd the FSC. Additionally, typologies andkiissues are
published on the FIA'"s website and are also con
on trends and typologies are provided to the MLRA. With regard to SR. VII{HEGEnactment of
the Financial Services (Financial PenaltiBggulations, 2010 allows the FSC to take enforcement
action and issue administrative penalties against licensed entities. TCI also indicated that since June
2015, the FSC has begun a process of reviewing whether licensees have adequate controls in place
with regard to wire transfer instructions on both inward and outward transfers.

DNFBPs AND OTHER NON-FINANCIAL BUSINESSES
Recommendatio?0 wasrated PC, while R12,16, 24 and 25 wereatedNC.

93. All the deficiencies noted by the Examiners with regardRta20 were addressedhrough the
amendment of the POCO to include a regime for a-Regulated Financial Business and a Non
Regulated. Additionally, the MLRA established a committee to assessskhefithe construction
industry being misused for ML/TF, which concluded that there was a likelihood of a risk and so agreed
to further consider the i ssue T@&hhasmlsacduadertakenavor k ©
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94.

95.

96.

97.

review of the regulatory framewlo for Gaming, with new Gaming legislation expected in
August/September 2016.

With regard to R. 12, thmainissue that remagoutstandings the Gaming legislation, which as noted

above will be dealt with shortly; however it does mean that there is no gaming framework.
Additionally, the separation of the work of legal advisors when they act as real estate agents has not
been addressed. Itahld be noted that the training of Gaming Inspectors with regard to their
AML/CFT role has been undertakeri-or R. 16, TCI has a high level of compliance with the
deficiencies with the work for sensitizing DNFBPs to the filing of STRs ongbiragigh traning by

the FSC who is the identified NRFB supervisor and also the FIA. Additionally, the guidelines for
“High Value Deal ers has been finalized and pub
24in terms of the indéfuismioni eohm Ooéftca‘sinewanci aln s
and as noted earlier in the report there is a dedicated unit within the FSC that deals with DNFBPs,
compliance with this Recommendation is hampered by the lack of a gaming regime. The status of
compliancewith R. 25 has been discussed above.

LEGAL SYSTEM & RELATED ISTITUTIONAL MEASURES

Special Recommendation 1X was rated NC.

Special Recommendations IX has been substantially met by TCI, with the MLRA recommending in
January 2011 that the Immigration Department should seek to establish MOUs with similar
departments in other jurisdictions as recommended by the Examiners. The igllsRIRreviewing
whether the Customs Department should notify other countries when there is an unusual movement
of gold, precious metals or precious stones from the TCI as recommended by the Examiners.
Implementation issues are therefore outstanding.

LEGAL PERSONS AND ARRANGEMENTS

Recommendations 33 and 34 were rated PC, while Special Recommendation VIl was rated NC.

With regard to R. 33, TCI has taken significant measures with regard to bearer shares; the most
important being the enactment of tAbolition of Bearer Shares Ordinance, 2013, (ABSO) which
came into effect on January 1, 2014. The ABSO provided a transitional periodnodrsins during

which time, persons holding bearer shares had to convert them to registered shares, with bearer share
that were not converted by the deadline being declared null and void. There is still an issue with regard
to guidelines for financial businesses to deal with bearer shares that are held outside the TCI. For R.
34, compliance is ongoing with issues riglgtto awareness of the POCO and MLRA requirements

on STRs for persons associated with legal arrangements only partially met. Additionally, the review
of the FIA"s training programme to include AML/
not addresed. The Authorities noted that the concept of BO and the need to identify the UBO was
generally well understood by practitioners. This conclusion was derived from recent onsite
examinations.

For SR.VIII, TCI has made progress with the registratioNBOs and training of NPOs has been
undertaken by the FIA and the FSC. The outstanding deficiency relates to the absence of enforcement
action by the NPO Supervisor, since Part V of the -Roofit Organisations Regulations, 2014
(NPOR) has not been broughto force.
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NATIONAL AND INTERNATIONAL COOPERATION

Recommendations 31, 32 and 38 were rated PC.

98. With regard to R. 31, TCI has fully complied with the deficiencies that were noted by the Examiners,
however it should be noted that implementatioarigoing. Measures such as quarterly meetings of
the MLRA,; training seminars conducted by the MLRA and the FSC; participation by the Attorney
Generdl s  C h aandbtles rOffice of the Director of Public Prosecuti¢g@®PP)in the MLRA
meetings and ongoing wsultation between the national agencies and the regulated desters
resulted in the high level of compliance. For R. 32, TCIl has introduced a system of more
comprehensive statistics as seen in theaMLfRA’" s
Chambers and the ODPP have created databases, which provide statistics on prosecutions, convictions,
property frozen, seized and confiscated, legal assistance and legal requests. Statistics are also
maintained on the enforcement actions taken by 8@ FThe review of these statistics on an ongoing
basis to determine the | evel of ef f dotdalilegd ness o
assistance on confiscation and freezing has been addressed through legislative measures (the Proceeds
of Crime (Amendment) Ordinance, 2010) that provide for the recovery of instrumentalities that are
intended for use in connection with unlawful conduct through civil forfeiture (tainted property);
international cooperation and the enforcement of external requestaders. The PTO also provides
for theforfeiture of terrorist property, which includes the making of restraint and enforcement orders.
The TCI has also had significant seizures in major cases, working in those instances with the
Governments of Taiwan and Jamaica.
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ANNEX 1

20092015 Money Laundering Statistics
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Approximately
$10,000,000.00
4
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ANNEX 2:
Training
Date Event
2011 Specific Training

2011

April 25,
2013

April 2013

May 2013

for a local bank

AML Training
Seminars

Financial Services
Commission AML
Conference

Newsprint Editorial
in the TCI Sun
newspaper and
Caribbean News
Online Network
PTV80On your
Mind talk Show

Audience Number of
participants

Persons of the 18
financial
institution

All regulated 60
entities

Accounting, 90
Banking,
Attorneys &

Law Firms,
Government
Agencies, Real
Estate, Trust &

Company

Services

Providers

National N/A
National N/A

Summary of Event/ Purpose

International Regulations, POCO
requirements, AML Risks and Red flag
Developing an AML policy Manual and
training, Compliance Officer
appointment

Guidelines & STR/SA&porting

Anti-Money Laundering Awareness

Speakers from the FSC and the FIU to
part in this public awareness exercise.
Requirements and responsibilities of
individuals and regulated entities
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October 23,
2013

November
15, 2013

May 3, 2013

June 21,
2014

July 10,
2014

KPMG AntMoney Accounting, 160

Laundering Banking,

Compliance in Attorneys &

Practice Law Firms,
Government

Agencies, Real
Estate, Trust &

Company

Service

Providers.
Captive Insurance Insurance 80
Conference Companies,

Law Firms
AML/CFT NCS EMoney 09
awareness and Services Staff

SAR/STR reporting
Bar Association Attorneys and 41 +4

Seminarz Law Firms presenters
Beaches Resort

Provo

NCS Emoney Money 11+3
Services Service presenters
AML/PTF and Business staff

regulatory (all levels)

Awareness

relating to money laundering and
terrorist financing were discussed.

AML/CFT awareness, Compliance and
Regulations

Captive Insurance in the Turks and
Caicos Islands, Regulations & AML
Awareness.

Anti-MoneyLaundering and Suspicious
Activity Reporting

Reasons for AML/PFT framework
i1 80 | EAEAAQh - U
Money Laundering, Obligations and
Vulnerabilities of Legal Sector, Writing
a Compliance Program (FSC),
suspicious Activity Reporting (FIA)
This was a collaborative effort with
the Financial Services Commission. A
background on money laundering,
description of what ML and terrorist
financing is, legal responsibilities and
penalties, Suspicious Activity
Reporting and preparation of
guidance manuals were discussed.
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March 23 -
24, 2015

September
24, 2015

10t CFATF
AML/CFT
Compliance
Conference
hosted in
collaboration with
OEA 180
Chambers and the
FIA

1st Compliance
Association of the
Turks and Caicos
(CATC) Workshop

Public and
Private Sector

MLROs,
MLCOs, Coz
Private and
Public sector
stakeholders

71+9
presenters

51+9
presenters

To bring awareness to private and
public sector person to the FATF
requirements on the AML/CFT. The
conference attracted participants from
throughout the region including
Anguilla, The Bahamas, Belize,
Curacagq St. Kitts & Nevis and Trinidad
and Tobago

The CATC is a local neprofit
organisation whose primary objective
is to foster a strong culture of
compliance within the country by
providing relevant training.
Presentations were made on the role
of MLROs, legal, professional
responsibilities, the FIA also
presented on its role and presented a
Case study.
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ASSI STANCE REQUESTS PROCESSED BY

ANNEX 3
NUMBER AND NATURE OF LEGAL
CHAMBERS
COUNTRY NO. OF RESTRAINT | VALUE OF PRODU INSTRUCTING | DIRECT NOTES
REQUESTS | ORDER ASSETS IN | CTION LOCAL REQUEST
TCI ORDER AGENCY

USA 0 - - - - -

CANADA 0 - - - - -

NETHERLANDS 1 - - - - Yes Request made pursuant to
Vienna Convention Against
lllicit Traffic in Narcotic Drugs
and PsychotropicSubstances for,
the taking of evidence; request
in furtherance of the request
made in 2010; in process

OTHERS 2 - - - - Yes request for information on two
separate matters from Bahama:
and Jamaica; in process

COUNTRY NO. OF RESTRAINT | VALUE OF PRODU INSTRUCTING | DIRECT NOTES

REQUESTS | ORDER ASSETS IN | CTION LOCAL REQUEST
TCI ORDER AGENCY
USA 1 YES $1,000,000 | NO CHIEF NO Application made under the
MAGISTRATE POCO

CANADA 0 - - - - -

NETHERLANDS 0 - - - - -

OTHERS 0 . . . - -
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REQUESTS RECEIVED | YEAR 2014

COUNTRY NO. OF RESTRAINT | VALUE OF PRODU INSTRUCTING | DIRECT NOTES
REQUESTS | ORDER ASSETSIN | CTION LOCAL REQUEST
TCI ORDER AGENCY
USA 0
CANADA 1 NO YES FCU NOT Application made under the
INITIALLY Evidence (Proceedings in Othe
Jurisdiction) Order
NETHERLANDS 0
OTHERS 0
COUNTRY NO. OF RESTRAINT | VALUE OF PRODU INSTRUCTING | DIRECT NOTES
REQUESTS | ORDER ASSETS IN | CTION LOCAL REQUEST
TCI ORDER AGENCY
USA 1 YES $11,000,000 | NO CHIEF NO Application made under the
MAGISTRATE POCO
CANADA 0
NETHERLANDS 0
OTHERS 1 NO NO YES Request for information relating

to foreign subject involved in

local prosecution

REQUESTS RECEIVED YEAR 2012
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COUNTRY NO. OF RESTRAINT | VALUE OF | PRODU INSTRUCTING | DIRECT NOTES
REQUESTS | ORDER ASSETS IN | CTION LOCAL REQUEST
TCI ORDER AGENCY
USA 1 YES $600,000 NO CHIEF NO Application made under the
MAGISTRATE POCO
CANADA 0 - - - -

NETHERLANDS 0 - - - - -

OTHERS 0 - - - - -
REQUESTS RECEIVED | YEAR 2011
COUNTRY NO. OF RESTRAINT | VALUE OF | PRODU | INSTRUCTING | DIRECT NOTES
REQUESTS | ORDER ASSETSIN | CTION | LOCAL REQUEST
TCI ORDER | AGENCY
USA 0 - - - : N
CANADA 0 - - - : -

NETHERLANDS 0 - - - - -

OTHERS 0 - - - - -
REQUESTS RECEIVED | YEAR 2010
COUNTRY NO. OF RESTRAINT | VALUE OF PRODU INSTRUCTING | DIRECT NOTES
REQUESTS | ORDER ASSETS IN | CTION LOCAL REQUEST

TCI ORDER AGENCY

USA 0 - - - - .
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CANADA - - - -
NETHERLANDS NO NO FIU NOT Request made pursuant to Hag
INITIALLY Convention; information and
documents provided
OTHERS -
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ANNEX 4

FIA Requests

2011

Jurisdiction

Incoming

Outgoing

Albania

Argentina

Bahamas

Bahrain

Cayman Islands

Croatia

Cyprus

Curacao

Denmark

Egypt

Gibraltar

Greece

Jersey

Kazakhstan

Latvia

Lithuania
Montenegro

Moldova

Norway

Romania

San Marino

Slovakia

United Arab Emirates

United Kingdom

RN N RN R PP RPRRRIRR OR RlOO|R|W Rk W

RO O OO0 0000000 IO|O|FRIFIOIF O~ O|IO
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United States of America

Venezuela

TOTAL

40

12

2012

Jurisdiction

Incoming

Outgoing

Argentina

Belize

Bermuda

Canada

Germany

Hong Kong

Kazakhstan

Kuwait

Malaysia

Philippines

Switzerland

United Kingdom

United States of America

O|lo|lRr|R| RPrIRIRIRIRWRRP P

TOTAL

N
N

AIFRP|INOIO|OI0OI00O|I0F,|O|0O| O

2013

Jurisdiction

Incoming

Outgoing

Anguilla

Argentina

Bahamas

Canada

Guernsey

Indonesia

Jersey

RRRNRP| R -

o|o|0o|0|o| O] O
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Latvia 1 0
Lebanon 1 0
Moldova 7 0
Syria 1 0
Ukraine 2 0
United Kingdom 2 0
United States of America 9 4
TOTAL 35 9
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2014

FIA Incoming and Outgoing Requests by Country

Country

Incoming Request

Outgoing Request

Argentina

0

Bahamas

Bahrain

Barbados

Bermuda

Canada

Cayman Islands

Greece

Hong Kong

Jersey

Malaysia

Mauritius

Nigeria

Philippines

Sri Lanka

ST. Kitts and Nevis

United States Americd

vl|o|r|o|kR|rkr| ok lokr|kr Ik Ik Oo|k|lok

PP OIFROIOIROIRIOOIOIR KL IO|IF

Total
International
Requests

=
(6]

o
o

TCl/Local

12

Total Requests

27

30
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2015

FIA Incoming and Outgoing Requests by Country

Jurisdiction

Incoming Request

Outgoing Request

Canada

2

3

Cayman Islands

Guatemala

Hong Kong

Moldova

New Zealand

Panama

Philippines

Taiwan

Trinidad and Tobago

Turkey

United Kingdom

United States of
America

= EINE =N

(Mieliell Jdiellel] Jllellell Jllel) ]

Total International
Requests

13

TCl/Local

13

20

Total Requests

26

30

39



PostPlenaryFinal

ANNEX 5
FIA STRs DISCLOSED 20122015

Reporting 2012 2013

Entities

Banking Sector 11 25 26 12
MSBs 2 2 4 21
Insurance 2 3 2 -

Company

Mutual Fund - - - -
Investment - - - -
Dealers

Attorneys-at- 6 7 6 3
law

CSPs 0 12 3 2
Trust ¥ 2 4 F
Companies

Accountants - - - -
Real Estate 2 < = -

Casinos - - - -

High Value - - - -
Dealer

Table 1-Source: FIA-TCI
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Disposition of Reports disclosed and

revisited

ACTION TAKEN 2015 2014 2013

Number of 40 47 51
SARs/STRs Received

Ongoing Analysis 9 4 8
SARs/STRs filed as

’ g 31 43 43
intelligence

SARs/STRs resulting - 9

in disseminations

Table 2- Source: FIA TCI

41



PostPlenaryFinal

Table 4- Breakdown of Reports by Monetary Value

Actual Transactions 2015 2014

Category of Reporting | No. of Value of Transactions | No. of Value of Transactions

Entity Transactions | USD Transactions | USD

Banking Sector 4 3,106,169.00 10 17,736,427.89

MSBs 17 200,618.84 4 60,205.55

Trust 1 28,000.00 1 500, 000,00

Attorneys-at-law/Law 0 0 1 145,000.00

firms

Total n 3,334,787.84 16 18,441,633.44

Attempted 2015 2014

Transactions

Category of Reporting | No.  of | Value of Transactions | No. of | Value of Transactions

Entity Transactions | USD Transactions | USD

Banking Sector 3 391,560.00 8 50,635,445.00

(s 0 0 1 98,000.00

Trust 0 0 1 9,000.00

Attorneys-at-law/Law 1 65,000.00 1 187,900

firms

Total 4 456,560.00 1 50,930,345.00
Table - Source: AT
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MATRI X
FATF 40+9 Rat- | Recommended Actions| Actions Undertaken by Turks and Caicos Islands Remaining
ing Actions to be
Taken (if any)
Legal Systems
1. ML offense PC
(15t The POCO shc_)u_ld New Regulations converting the Code into regulations have been prepared and ma{ The Trafficking In
th clearly reflect what it is| proceeds of Crime (Amendment) Ordinance 2009 and Proceeds of Crime (Amen{ Persons  (Prevention)
11 intended to save, repes Ordinance 2010 came inforce on December 8, 2009 and May 24, 2010 respectively.| Ordinance 2016 was
FUR or  amend and omissions in Schedules 5 and 6 have been addressed. What is intended to b{ assented to on January
) consolidate of the pre| repealed and amended are all now clearly indicated. 30, 2016 and came intg

existing law in relation
to anti money
laundering, as section
150 and 151 of the
POCO do not
effectively achieve this
Omissions contained i
Schedules 5 and 6 g
the POCO should als
be addressed in order {
fully reflect what the
POCO seeks to do. |
addition, the enabling
provisions for tle
offences of directing
terrorism, arms
trafficking and human
trafficking listed in
Schedule 1 should b
clearly defined.

TCl  should fully
comply with Atrticle
3(1)(c) in relation to the
precursor  chemicalg
requirements. The
FATF 20 Designated
Offences shold also be
fully incorporated in
the laws of the Islands.

In essence the Control of Drugs Trafficking Ordinance famther Proceeds of Crim
Ordinance are repealed.

However, transitional provisions keep them in force in respect of matters falling und
former legislation.

The offences of “drug
defined in the amendments to section 2.

trafficking of

Section 119(2) is amended to require that, in addition to obtaining adequate consid
the defendant must show that he did not know or suspect that the property was ¢

property.

The MLRA at its meeting heldn January 21, 2011 decided to have specific legisla
drafted to cover all of the required areas relating to CFT in one place.

Remaining amendments to the POCO call for the enabling provisions for the offen
directing terrorism, arms traffickingnd human trafficking listed in Schedule 1 to
clearly defined A draft Human Trafficking (prevention of) Bill produced by an EU fur
law review project undertaken in the Islands has been produced and is under consi
as part of the Legislative Agda for the 2012014 financial year. All othe
recommendations have been fully observed.

A number of existing legislation was amended as part of the law review and reform e
and some new laws drafted. These include:

1 Amendment to the ConfidentiaRelationships Ordinance to tighten t
AML/CFT requirements for disclosure is not a breach of confidentiality u
that Ordinance;

force April 1, 2016.

During the week of
March 14-18, 2016, two
Immigration  Officials
and a Senior Crown
Counsel  from the
Attorney
Chambers attended
course in the UK hosted
by the International
Centre for
Parliamentary Studies
which allows for a
Professional Certificate
in Tackling Human
Trafficking, upon
completion of the four
day-long course and
subsequent witten
tasks. The course offers
a comprehensive
analysis of the tools to
counter human
trafficking with subjects
discussed including:

1  The economics of
human trafficking

43



TURKS AND CAICOS ISIANDS

A first

1
1

Judiciary in August 203 for consideration. It is hoped that this Bill will be considered
Cabinet in October and the House of Assembly in November 2013

Amendments to the Proceeds of Crime Ordinance to address the rem
concerns; and

Amendments to the Tax Exchangdrfbrmation Ordinance to clarify the rem|
of the Competent Authority to be able to request and provide informati
accordance with the TIEAs.

draft of the Terrorism Bill 2013 was circulated to members of the MLRA and

Part 2 of the Bill deals with offences relating to membership in or support]
proscribed organization (listed in Schéi)) which is concerned with terrorism
Part 3 of the Bill makes it an offence to use or possess property or eng
fundraising for the purposes of terrorism and to money launder terrorist pro
It also provides a procedure for forfeiture of tesbiproperty (Schedule 3) whic
includes the making of restraint orders and enforcement of order made
United Kingdom and its Overseas Territories and external orders made in|
countries

Part 4 is concern with investigating terrorism and incdlugewers to searc
premises, cordon an area, the ability to obtain orders production of mat
orders for explanations to be given, and orders to/against a financial institu
provide customer information or for an account monitoring. It alsoigesvthat
nondisclosure of information relating to terrorism, tipping off and interfere|
with material would be offences.

Part 5 of the Bill deals with the power to search, arrest, detain and stop and
It also provides for the exercise of thgsewers at ports (Schedule 7). T
treatment of persons detained is in Schedule 8 which covers, places of det|
the right to legal advice, identification, fingerprinting and the taking of intin
samples. It also provides a procedure for the rewietive detention

Part 6 of the Bill covers further terrorist offences such as weapons traj
directing terrorism, possession for terrorist purposes, and collection of inform
and inciting terrorism overseas.

The MLRA at its January 17, 2014 meetimandated that a second draft of {
Terrorism Bill be prepared by early February.
The MLRA at its February 21, 2014 meeting received second draft of the Terr|
Bill and set up a subcommittee to review and finalise the Bill.
The subcommittee met Februp 28 and will complete its work by March 5, 201
A Cabinet Paper is then to be prepared for presentation to Cabinet at its Ma
2014 and to be laid before the next of House Assembly meeting currently sch
for the end of March. It is anticipatehat the second reading and the remain
stages of the Bill in the House of Assembly would be completed by the end of
2014.

The Prevention of Terrorism Ordinance (No. 9 of 2014) was passed in the Ho
Assembly on May 2% 2014 and is expectdd come into effect shortly.

The crux of the
trafficking  issue
and policy impacts
The
immigration/asylu
m debate am
impact on policy
Gender and human
trafficking

Public awareness
campaigns
Supporting victims
of human
trafficking

The TCI is planning to
amend the existing law:
to incorporate provision
relating to arms
trafficking. It is planned
that the amendments b

added to the|
Government'’
agenda for the firs

quarter of 2016. On
March 18, 2016, the
Cabinet approved the
bills for submission to
the next sitting of the
House of Assembly
scheduled for April 18,
2016.

The Control of Drugs
(Amendment)
Ordinance, 2016; the
Prevention of
Terrorism
(Amendment)
Ordinance, 2016; the
Proceeds of Crime
(Amendment)
Ordinance, 2016; the
Financial Intelligence
Agency (Amendment)
Ordinance, 2016 and
the Law Revision
(Miscellaneous
Amendments)
Ordinance, 2016 were
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enaded into law on

May 10,2016

2. ML offense-mental
element and corporat
liability

LC

The penalty for the
primary money
laundering  offenceg
(sections 117, 118 an
119) upon summary
conviction should be
sufficiently dissuasive
so as not to limit
prosecution of money
laundering at the
magisterial level to thg
most trivial of cases

The Poceeds of Crime (Amendment) Ordinance 2010 amends the penalties under g
117 to 119 by raising the penalties from twelve months imprisonment to two
minimum and the fines from $40,000 to $200,000.

None

3. Confiscation and
provisionalmeasures

LC

(gth
FUR

The POCO should bg¢
amended to provide fo
the confiscation and/o
forfeiture of
instrumentalities
intended for use in o
used in MUFT
offences.

The Proceeds of Crime Ordinance, in Part Il now provides for the recove
instrumentalities intended for use in or in connection with unlawful conduct through
forfeiture. It includes new sections on freezing orders.

In particular, section 59 now contains as an additional objective of the civil forfe
regime, thereooery of property which is, or
in connection with, or is intended tag
A new definition of tainted property is also included.

There are a number pfovisions that amend various sections in PART lll to give effi
to the recovery of tainted property.

A first draft of the Terrorism Bill 2013 was circulated to members of the MLRA anq
Judiciary in August 2013 for consideration. Part 3 of the Bill makas dffence to use 0
possess property or engage in fundraising for the purposes of terrorism and to
launder terrorist property. It also provides a procedure for forfeituterafrist property
(Schedule 2) which includes the making of restraintrsread enforcement of order ma
in the United Kingdom and its Overseas Territories and external orders made in
countries.

The Prevention of Terrorism Ordinance (No. 9 of 2014) was passed in the Hol
Assembly on May 2% 2014 and came into forae October 17, 2014.

None

Preventive measures

4. Secrecy laws
consistent with the

Recommendations
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5. Customer due
diligence

NC

(gth
FUR

Legislation should beg
enacted or amended {
require that financial
institutions: undertake
CDD measures whef
carrying out occasiona
transactions that ar
wire transfers in the
circumstances covere
by the Interpretative
Note to SR VII; verify
that any peson
purporting to act on
behalf of legal person
or legal arrangement
is so authorised an
identify and verify the
identity of that person
take reasonable
measures to determin
the natural persons tha
ultimately own or
control legal persons 0|
legal arangements.

Legislation should be
enacted or amended {
prohibit financial
institutions from
keeping  anonymoug
accounts or account
with fictitious names.

Legislation should beg
enacted or amended {
require that financial
institutions  conduct
CDD measures
whereby the financia
institution has doubtg
about the veracity o
adequacy of previously
obtained custome
identification data.

Legislation should beg
enacted or amended {
require that financial
institutions  conduct

Section 111 of POCO has been amended and provides fssti@ce by the Reporting
Authority of Codes and Guidance.

The new section 111(5) provides that a Code issued under section 111 is sul
legislation and has full legislative effect.

The AntiMoney Laundering and Prevention of Terrorist FinandRepgulations werg
enacted on July 29, 2010. Part Il deals with Customer Due Diligence. Regulati
requires a financial business to conduct CDD. Any person that contravenes that reg
may be liable to a fine up to $50,000.00. The Regulations edstdps for enhanced du
diligence.

Regulation 16 deals with shell banks and anonymous numbered accounts. It provi
a penalty of up to $100,000.00 if a financial business sets up or maintains an anot|
account.

Schedule 2 of the Regulationsntains the meaning of financial business. Included
persons engaged in lending, including consumer credit and mortgage credit, accol
auditors, legal professionals, and financial/investment advisors.

The AntiMoney Laundering and Prevention ofrforist Financing Code 2011 came in
force on 6 May 2011.

Part Ill of the Code deals with Customer Due Diligence and a summary of the pri
requirements with respect to customer due diligence is set out on pages 25 to 21
Code and comprehenslyeaddresses the recommendations of the Assessors.

The AML/PTF Regulations were amended 6hDEecember 2011 to provide for specif
provisions for occasional transactions that are wire transfers and to ensure t
requirements of EC 5.2 apply to dihancial institutions and not just Money Servi
Businesses.

The AML/PTF Regulations (regulation 5) were amendedstidecember 2011 to requir]
the determination of the natural person who ultimately owns or controls customers t
legal persons degal arrangements (EC 5.5.2(b)) and to require the verification the
status of the legal person or legal arrangement (EC 5.4(b))

Regulation, now provides that customer due diligence measures include measy
determining who the natural persohattultimately own or control the customer are, wh
the customer is not an individual.

The TCI continues on its sensitization campaign to make financial institutions aware|
benefits of meeting AML/CFT requirements. The FSC held AML/CFT training
November 2011 for industry practitioner, which focused on the requirements of th
code and establishing a compliance maniairing the November 2011 training, the F
hosted a session. The FIU also conducted éhtvuw of AML training with the stdfat one
of the local banks at the request of their Money Laundering Reporting officer.

A Compliance Workshop was held on October 24, 2012.

None
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CDD on legal persong
or legal arrangeents.

There seemed to be
high level of
dependence of]
personal relationship.
between financial
institutions and clients
which results in CDD
measures not bein
carried out. During

interviews with
financial institutions
these institutions

typically indicaed that
the reason for limited
or no CDD measures i
a result of the smal
size of the local
industry and the fac
that everyone knows
each other.  Such
scenarios may open th
TCI to a higher risk of
financial institutions
being used for money

laundering ad

financing of terrorism.
Therefore, TCI
authorities should

develop a sensitizatio
campaign whereby,
financial  institutions
are made aware of th
benefits and
requirement to dqg
relevant CDD.

An AML Seminar was also held on April 25, 2013 and was attended by over 60 p
from across the various regulated sectors. Both Training exercises addressed issue:
to establishing relevant AML systems and procedures and in particular an AMiiaM|
that should be developed by each licensee on a risk sensitive basis.

The FIA often times with the assistance of the FSC has engaged in other efforts t
awareness to AML/CFT issues including advertisement in newspapers; appearing
shows ad engaging with sector specific firms such as attorneys and money transm

On the recommendation of the FIU the MLRA at its meeting held 8d@$ 2012 agreeq
that it would be useful to issue guidance in accordance with section 111(2) of the Pr
of Crime Ordinance along the lines of the guidance issued by the Trinidad and Toba
in 2011 Customer Due Diligence Guide No. 1 of 2011).

Following a review of these guidelines by the FSC, it was decided that Customer D
Diligence guidance was already covered in the Code in terms consistent with the

established international standardt the AML seminar held with the industry on April
25" 2013 the FSC highlighted those provisions. Therefore, separate CDD guidanc
needed.

The TCI reviewed the definitions of legal person ghl arrangements in the FAT]
Methodology (2004). The methodology defines those terms as follows;

fi L e g mgenzentsefers to express trusts or other similar legal arrangements. Exa
of other similar arrangements (for AML/CFT purposes) include fiducie, treuhang
fideicomiso.Legal personsefers to bodies corporate, foundations, anstalt, partnershiy
associations, or any similar bodies that can establish a permanent customer rela
with a financial institution or other

The provisions within the TCI’'s | aws

In the AntiMoney Launéring and Prevention of Terrorist Financing Regulations 2
(AML/PTF Regulations):
Regulation 3 states:

Meaning of fbeneficial ownero
3. (1) Subject to sukegulation (3), each of the following is a beneficial owner of a lg
person, a partnership or aarrangemerd
(a) an individual who is an ultimate beneficial owner of the legal person, partnersh
arrangement, whether or not the individual is the only beneficial owner; and

(b) an individual who exercises ultimate control over the managementlefjtiigoerson,
partnership or arrangement, whether alone or jointly with any other person or persg
(2) Forthe purposesofsube gul ation (1), it is i mma
ownership or control of a legal person, partnership or agament is direct or indirect.
(3) An individual is deemed not be the beneficial owner of a body corporate, the sed
of which are listed on a recognized exchange.
(4) In this regulation, an fAarrangeme

The regulations continues its reference to legal arrangements in regulation 5 whe|
states:
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Meaning of MfAoccasional transactiono
Meaning of Acustomer due diligence measureso and
5. (1) ACustomer due dilBdgence measur

(a) identifying a cu®mer;

(b) determining whether the customer is acting for a third party and, if so, identifyin
third party;

(c) verifying the identity of the customer and any third party for whom the custon
acting;
(d) identifying the identity of each beneflaavner of the customer and third party, whe
either the customer or third party, or both, are not individuals;
(e) taking reasonable measures, on a-gsksitive basis, to verify the identity of eq
beneficial owner of the customer and third partytsat the financial business is satisfig
that it knows who each beneficial owner is including, in the case of a legal p¢
partnership, trust or similar arrangement, taking reasonable measures to understa
ownership and control structure of the légperson, partnership, trust or simila
arrangement; and
(f) obtaining information on the purpose and intended nature of the business relatig
or occasional transaction.

(2) Customer due diligence measures inctude

(a) where the customer is not an ividual, measures for verifying that any pers
purporting to act on behalf of the customer is authorised to do so, identifying that p
and verifying the identity of that person; and

(b) where the financial business carries on insurance business, resdsu identifying
each beneficiary under any long term or investment linked policy issued or to be iss
the financial business and verifying the identity of each beneficiary.

(3) Customer due diligence measures do not fall within this regulatiessithey provide
for verifying the identity of persons
whose identity is required to be verified, on the basis of documents, data or inforr
obtained from a reliable and independent source.

(4) Where customer due diligence measures are requiredibyetulation to include
measures for identifying and verifying

the identity of the beneficial owners of a person, those measures are not required to

for the identification and verification of any individual who holds shares in a com
that is Isted on a recognised exchange.

Clearly the AML/PTF Regulations provide that Fls must conduct CDD on |
arrangements.The AML/PTF Code 2011 also makes similar provisions for CDO
relation to legal arrangements.

Section 11 outlines the CDD measut@be applied by financial business and states tl
“11. (1) Subject to complying with the specific requirements of the AML/CFT Regul
and this Code, a financial business must apply asesisitive approach to determinin
the extent and

nature of te customer due diligence measures to be applied to a customer and to an
party or beneficial owner.

(2) Without limiting subsection (1), a financial business ghall
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(a) obtain customer due diligence information on every customer, third party
bereficial owner comprising

(i) identification information in accordance with section 14, 16, 19 or 21 as the casg
be; and

(ii) relationship information in accordance with sectiory 12

The Guidance note to that section note on page 25 at paragrapdtg\pat:
A(v) It should be noted that the AML
beneficial owner, an individual who exercises ultimate control over the manageme
legal person, partnership or legal arrangement, whether alone or yoiritl

It is also noted onpage 40, which outlines additional guidance that:

A(iii) In essence, all persons who a
partnerships or trusts and any other type of legal arrangement are regarded as ha
beneficial owner who is an individual

in regulation 3 of the AML/CFT Regulations which, in summary, provides that beng
owners are:

(a) individuals who are ultimate beneficial owners of the legal persartnership or legal
arrangement; and

(b) individuals who exercise ultimate control over the management of the legal p
partnership or legal arrangement.

It should be noted that it makes no difference whether:

(a) an i ndi winerahgplorécentrolidf & legal persen, partnership or le
arrangement is direct or indirect; and

(b) an individual is the sole beneficial owner or a joint beneficial owrier

Further section 19 of the AMLPTF Code specifically deals with identificatiftmrnation
on trusts and trustees and provides:

“19. (1) Where a financial business is required by the AML/CFT
Regulations or this Code to identify a trust, it s@all

(a) obtain the following identification informatién

(i) the name of the trust;

(i) the date of the establishment of the trust;

(iii) any official identifying number;

(iv) identification information on each trustee of the trust;

(v) the mailing address of the trustees;

(vi) identification information on each settlor of the trust; and

(vii) identification information on each protector or enforcer of the trust; and
(b) obtain confirmation from the trustees that that they have provided all the inforn
requested and that they will update the information in the event that it
changes.

(2)Fort he purpose of this Code, fdAsettlo
the trust and any person who has, at any time, subsequently settled assets into the|

(3) Where a financial business determines that any business relationship oionata
transaction concerning the trust that it is
required to identify presents a higher level of risk, the financial business shall obtai

additional identification information as
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it consider appropriate.

(4) Where subsection (3) applies, but withlmiting it, a financial business shall obtai
identification information oé

(a) each beneficiary with a vested right; and

(b) each beneficiary, and each person who is an object of a power, who the fin
business determines presents a higher lelvesk.

(5) Identification information required to be obtained on any person under this sg
shall be obtained in accordance with section 14 if the person is an individual, sect
of this Code if the person is a legal entity or section 21 if theopes a foundation ”

Section 20 of the Code also speaks to the verification that is needed for trusts and {

Guidance has been prepared by the FIA in relation to both Suspicious Transaction
and Terrorist Property Reporting. T H
http://www.tcipolice.tc/index.php/financiahtelligence

unit

6. Politically exposed
persons

NC

1

Financial institutions|

should be required tq

The Anti-Money Laundering and Prevention of Terrorist Financing Regulations co
provisions relating to PEPs. PEPs are defined in regulation 6. Regulation 13 rg

None
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(5th
FUR

seek senior|
management approve
for a relationship with
a customer who ig
found to be a PEBNd
to continue a
relationship with a
customer who g
subsequently found t
be a PEP or whq
subsequently become
a PEP.

The FSC  should
consider issuance ¢
guidancewith regard to
financi al

handling of
relationships with
PEPs.

enhanced due diligence and ongoing monitoring on PEPs and imposes a fine o
$50,000.00 ithat regulation is contravened

The Financial Services Commission issued guidance in relation PEPs in August 20

The AntiMoney Laundering and Prevention of Terrorist Financing Catiresseshe
requirements of E.C 6.2 in section 13(1) and (3). Approval by senior manageme|
financi al institution i s required f
relationship with a customer who is found to be a PEP and to continue a stigtioith
a customer who is subsequently found to be a PEP or who subsequently becomes

AML/PTF Regulation 13(2)(d) also requires enhanced CDD for PEPs.

Recognizing that corruption and money laundering are related the TCl moved to stre
its anti-corruption measures, in order to avoid rendering ousraatiey laundering regim
ineffective. Therefore, the TCI is the first regional jurisdiction to take the bold st¢
reforming the area of campaign financing. Campaign donations receivediitiyapd
parties and candidates are now required to be reported to the Integrity Commission,
corruption watchdog body established under the Constitution. Additionally, the Int
Commission Ordinance 2008 (as amended and strengthened in 2Qd2¢seannual
detailed declarations as to income, assets and debts from Persons in Public Life (in
members of the Cabinet and of the House of Assembly, as well as senior public 0|
whether part of the public service or heading public bodi@8)e Political Activities
Ordinance 2012, administered by the Integrity Commission, places restrictions on th
of donors, donations and the amounts of campaign donations, and requires not ¢
filing of reports citing the amounts and names of dermut also introduces criming
sanctions and financial penalties on the leaders and treasurers of political parties
There is also an AML/CFT style obligation on political parties and independent cand
to maintain transparent accounting retsoand to produce audited accounts. Provis
also allow for the forfeiture of prohibited donations. The Integrity Commission has i
guidance to political parties under these Ordinances.

Additionally, work is being done on an AfBiribery Bill, which is before Cabinet fo
consideration.
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7. Correspondent
banking

NC

(5th
FUR

TCI authorities should
consider issuing morg
guidance to financia
intuitions on mattersg
relating to AML/CFT.

The AntiMoney Laundering and Prevention Bérrorist Financing Regulations provid
that no bank operating in or from the islands shall enter into or continue a corresp
banking relationship with a shell bank or a bank that is known to permit its account:
used by a shell bank.

Regulation16 provides for a fine of up to $100,000.00 if a bank acts in contraventi
the regulation.

With regard to Rec. 7, Sections 42d 43 of the Code, deals will correspondent bank|
Regulation 16 was amended to extend it to all financial institutroascordance with 3
decision taken by the MLRA in its meeting in December 2010. Regulation 16
amended on 1st December 2011 to make it clear that the prohibition regarding e
into or continuing corresponding banking relationships with shell damplies to all
financial business.

None

8. New technologies

& non faceto-face
business

NC

(gth
FUR

Financial institutions
should have in place of
take such measures ¢
may be needed t
prevent the misuse o
technological
developments in
money laundering or
terrorist financing
schemes.

TCI authorities should
consider bringing the
business of mortgag
lending  under 4
licensing regime which
will make it subject to
AML/CFT
requirements.

Regulation 13 of the AriMoney Laundering and Prevention ®&rrorist Financing
Regulations requires enhanced due diligence and ongoing monitoring where the ct
has not been physically present for identification

Section 6(2) of the Code covers EC. 8.1 which requires that financial institutions ¢
have mesaures in place to deal with the misuse of technological developments

Section 24 of the Code covers EC 8.2 which requires that policies and procedure
place to addresany specific risks associated with rface to face business relationshi
or trarsactions

The FSC considered whether there was a need to bring the business of mortgage|
under a licensing regime and to this end conducted a market survey, reviewed and &
the result of this survey by the at the end of September 201tithal review of the
numbers of entities which have been issued licenses by the business licensing unit |
that there were only 2 such entities. The MLRA at its February 21, 2014 meeting d
to single this area as one of the first areas to bsidered in preparatory work for th
National Risk Assessment. The NRA Team has agreed to take on this work.

None

9. Third parties and
introducers

Financial institutions
relying on a third party|
should be required tq

immediately  obtain

Regulation 14 of the ArMloney Laundering and Prevention of Terrorist Financ
Regulations provides that a financial institution may only rely on introducers
intermediaries who are a regulated persr a foreign regulated person. The regulat

requires introducers and intermediaries to have carried out CDD and to maintain 1

None
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(5th from the third party thel of that information which would be available upon request from the financial busin
FUR necessary informationf the Commission. It also @vides that the financial business will be liable for any fail
concerning elements g to apply CDD measures by the introducer or intermediary.
) the CDD process

covering identification
and verification of
customers ang
beneficial owners ang
the  purpose  andg
intended nature of thq
business relationship.

Financial institutions
shoutl be required tg
satisfy themselves thg
the third party is

regulated and
supervised (in
accordance with

Recommendations 23
24 and 29) and ha
measures in place t
comply with the CDD
requirements set out i
Recommendations  §
and 10.

Financial institutios
relying on third parties
should be ultimately|
responsible for,
customer identification|
and verification.

TCI authorities should
make more explicit]
requirements for
financial institutions
to immediately obtain
from the third party all
the necessary
information
concerning  certair
elements of the CDO
process and fo
financial institutions
to accept introdugrs
pursuant  to its
assessment o

AML/CFT adequacy.

Regulation 14 of the AML/PFT Regulations was amended'@etember 2011 to includ
the specific wording of EC 9.1 that Financiadtitutions relying upon a third party shou
be required to immediately obtain from the third party the necessary inform
concerning certain elements of the CDD process (verifying the customers identity g
ultimate beneficial owner, who is a nediperson). This ialso reflected irsection 27of
the Code.
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10. Record keeping

PC

(5th
FUR

|l

It is recommended thg
the TCI review its
legislative and
regulatory provisiong
to take consideration o
all requirements of
Recommendation 1
particularly as it
pertains to the retentiol
of records and tha
appropriate legislatior]
should be enacted 4
soon as possible.

Regulations 18 and 19 of the Aioney Laundering and Prevention of Terror
Financing Regulations require records to be Kepiat least five years. These recor
include CDD, account files and transaction records sufficient to enable a reconstrud
the individual transactions.

Failure to comply with that regulation will result in a fine of up to $100,000.00.

PartVlof t he Code comprehensively deals
regard to Record Keeping and the Guidance on pages 83 and 84 of the Code des
obligations of financial businesses in respect of Record Keeping.

Additionally, in respect ohccounting records the Companies (Amendment) Ordin
2011 and the Limited Partnerships (Amendment) Ordinance 2011 amended sectio|
the Companies Ordinance and section 10 of the Limited Partnerships Ord
respectively to expand the record keepbiigations in respect of companies and Limit
Partnerships and to create an offence for failure to maintain such records. The fine i
in each case is an amount not exceeding $50,000. Both amendments came into
29 July 2011.

A new Parterships Ordinance was made in October 2011 and came into force

November 2011. This new Ordinance codifies the law relating to partnership. Ung
common law legal system, the basic form of partnership is a general partnership in
all partnes manage the business and are personally liable for its debts. A partner
defined as the relationship which subsists between persons carrying on businesg
view of profit.

A key feature of a partnership is that it does not have apegabnality of its own. In thg
eye of the law, a partnership is merely a way of describing the individual partner
make up the partnership. Thus unlike companies where a member of the company
large extent insulated from liabilities of the compain a partnership, each partner is h
responsible not just for the liabilities caused by his actions, but also for liabilities inq
by each partner.

By virtue of section 28(1), partners are bound to render true accounts and full inforf
of all things affecting the partnership to any partner or his agents.

Under section 28(2), a partnership must keep or cause to be kept proper books of ¢
including day books of accounts and underlying documentation including contrac
invoices, withrespect te—

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

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

For the purpose of subsection (2) proper books of accounts do not satisfy the st
requirement to be kept if there are not kept such books as are necessary to give a

None
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fair view of the state of thegpr t ner shi p’s affairs and

28(3))

Every partnership must keep all books of accounts required to be kept under subse:
for a minimum period of five years from the date on which they are prepared. (s
28(4))

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

11. Unusual
transactions

NC

(Sth
FUR

TCI authorities should
expand the scope d
attention for unusual
transaction patterns t
include characteristic
of size and purpose 4
addressed in Rec. 1

(essential criterion|
11.1).
Financial institutions

should be required tq
set forth in writing any
findings related to g
closer examination o
the background ang
purpose of unusual
transaction patterns.

The record retentior
policy addressed undeg
section 7 of the AMLR
should be expanded t|
provide for the
retention of recordg

related to a closel
investigation of the
background and
purpose of unusual
transactions.

Regulation 17 of the AriMoney Laundering and Prevention of Terrorist Financ|
Regulations requires financial businesses to establish, maintain and imphpmenriate
risk-sensitive policies, systems and controls to prevent and detect money launder
terrorist financing which provide for identification and scrutiny of complex or unust
large transactions and other activities.

The Code address these requirements Section 28 of the Code requires financ|
businesses to keep a written record of transactions including unusual transactions.
37 requires a financial business to maintain records concerning reviews of a
conclusions reached respect of such records for a period of at least five years

None

12. DNFBPRJ5, 6, 8
11

NC

PC
(11th
FUR

Contact the relevan
new businesses an
professions that haw
been subjected t
AML/CFT rules and
regulations due to thg

recently enacted

The POCO has been amended to include provisions for aRegolated Financial
Business Supervisor. These businesses are now required to beaegistiethe NRFB
Supervisor. The NRFB Supervisor has the power to take enforcement action agains
regulated financial business, issue directives and take disciplinary action.

The AntiMoney Laundering and Prevention of Terrorist Financing Regulations
contain provisions relating to naegulated financial businesses in Part V. The PO

FSC will
issue some
guidance to
the Bar
Association
and lawyers
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legislation and inform
them of the
consequences of thesg
changes for their
respective industries.

Define the major risk
area targeted under th
group of
categorize
in goods of any
description involving &
cash payment o
$50,000 or the|
equivalent in any|
currency’” .

Determine who will be
responsible for the
oversight of the
precious metals an
precious stoneg
industry and the|
industry labelled ag
“deal ers i
any description
involving a  cash
payment of $50,000 o
the equivalent inany
currency”

Where not regulated
TCI should regulate
market participants ir
order to be able tg
monitor compliance by
these market player
with applicable
AML/CFT rules and
regulations;

Determine who will be
responsible for the
regulatory oversight of
the rel evan

In light of client
privileges issues tha
might arise relative tq
the implementation of
an oversight regime fo

legal advisers, it ig

provides that the Commission is the NRFB (DNRFB) Supervisor. The FSC has
noticesto all NRFBs other than casinos requiring them to register their bene
ownership, place of business, types of business and other details with the FSC on o
1t January 2011.

The AntiMoney Laundering and Prevention of Terrorist Financing (Admeent)
Regulations 2011 came into operation ot December 2011. These Amendmg
Regulations amended regulation 24, to specify that there shall be a separate pal
NRFB Register for each category of aagulated financial business (DNFBPs).

TheFSC is the identified NRFB Supervisor under the POCO. The FSC created a D
Department at the end of 2012 and has commenced a system of registration, W
continuing.

Additionally, the POCO was amended in January 2013 to make it clear that the FS(
NRFB Supervisor and an amendment was made to the AML & PTF Regulatig
prescribe a registration fee of $150.

These pieces of legislation came into force on Apr2013.

The FSC conducted an AML seminar on April"28013 at which there was wid
representation across the sectors. These included: attorneys, accounting services
companies. At the end of the seminar each participant received a certifc
participation which counts as credit towards various certifications in AML. The tra|
was targeted at licensees which includes some lawyers and accountants but it

specific to those sectors.

Training for the Bar Association on DNFBPs weedd in 2014 Additionally members of
the Bar has participated in the various conferences and workshops organized in rel
AML/PTF.

Sections 2, 111,116, 120, 121,148F, 148Q and 148M of POCO were amended tg
the correct name of the AML/PFT Baations. This amendment came into force 8n
December 2011.

Contact was made individually withewellersby Head of DNFBPs in the™quarter of
2013 to inform them of the AML/CFT legislative changes and the consequences t
industry. Guidance was issued and posted February 2014 on the FSC website an

viewed athttp://tcifsc.tc/departments/designateain-financial
businessegrofessions/legislatienegulationsguidance

The role and functions of the Gaming Inspectorate has been discussed at vartmgsn
of the MLRA starting from January 2011, at which time Gaming Inspectorate off
were in attendance.

The Gaming Inspectorate and the Permanent Secretary, Finance attended the S¢
2011 meeting of the MLRA and both were briefed on the recemaed improvements an
provided with copies of the relevant documents and information. The Perm
Secretary, Finance agreed to place the required improvements to the Gaming Insp

in relation to
separation of
legal work
from DNFBP
work to
advise its
members

Complete
Gaming
Policy
Consultation
Have draft
Bill approved
by Cabinet
and put onhe
schedule of
the House of
Assembly
Increase
staffing at the
Gaming
Inspectorate
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advisable that E
structure be maintaine
for these

where their duties
relative to financial o
real estate transaction
on behalf of their
clients is legally and
physically  separate(
from their other legal
proceedings assistand
duties.

TCI should consider
the use of the Bal
Association as g
channel for the training
of industry
practitioners.

TCI should define the
role of respectively, the
Gaming Inspectorate
and the FCU, in thg
implementation of the
AML/CFT framework,
in order to avoid
inefficiencies.

Adequate training
should be provided tq
gaming inspectors an
their role and legal
authority in be
implementation  and
oversight of  the
AML/CFT framework
for the gaming industry
should be clearly]
defined.

on the agenda of the Mini stanpe pdofitised inihe
Gover nment ' s20b2ip@lGimancialijearr t he

In March 2013 the Government announced a moratorium on the issuance of new |
for gaming for up to one year with a view to implementing an Action Plan devised |
Ministry of Finance for reform in the Gaming Industry consistent with
recommendations of the MLRA. Changes to the Gaming legislation, strengthening
Gaming Inspectorate, including training are part of this reform initiative.

The moratorium on anyew licences for gaming remains in effect. The consul
appointed to review the gaming inspectorate started work in October 2013 by visiti
country and doing preliminary work. The Consultant returned in February 2014 an
with the Attorney Gerral on February 20The report was finalized in April 2014 and th
MLRA received a presentation on it at its meeting on May 22, 2014. The report con
a number of recommendations for legislation to éwaul the industry and the structure
the bodywhich will regulate the industry and also make it more compliant with AML/(
standards. At its meeting on July 23, 2014 Cabinet decided that included in the leg
agenda would a Gaming Bill.

The proposed timelines for the new legislatioigyust/September 2016.The Policy
has been approved in principle by Cabinet and public consultations on the
Document commenced in August and will end at the end of Octoide public
consultation is now closed and another draft of the policy haseen produced.
Consultants, Gaming Laboratories International has been engaged to assist with tt]
finalisation of the policy and preparation of legislation and will be in the country in
April 2016.

Whilst there has not been an increase in new persoheefatant position for Director i
has been advertised and the interview process will start shortly.

Funding for new resources has been allocated in the FY 2014/2015 budget 3
department has commenced the necessary steps in acquiring the goods.
AML training has been done.

13. Suspicious
transaction reporting

PC

(Bth
FUR

TCI Authorities should
provide for more
guidance in the proces
of reporting unusual
transactions. In this
regard, standardize
STRforms that meet]
the requirements of th
industry should be
issued.  Furthermore

The standardized reporting form has been improved.

This was published at a presentation to the industry by way of -adwopresentation
including power point, copies of which were distributed.

A revised form has since been circulated with guidantesraitachedAlthough guidance|
information is provided as a part of tdoney Laundering R
Suspicious Transaction/ Activity form, it has been decided that guidance notes will g
issued under section 111(2) of the Proceeds of €@rdinanceThese will be made
available on both the FSC and FIU websites.

None
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the means througf
which STRs should bg
filed with the FCU
should be standardizeq

TCI Authorities should
consider issuing
guidelines on the filing|
of STRs which includes
information on the
requirement for timely|
filing to ensure a
prompt reporting
behaviour.

Part 5 of the Code contamequiremerg for the timely filing of SARs, including &
prescribed timeframe (within 24 hours) (See section 120 in the POCO)

The MLRA considered the issuance of guidelines and these guidelines were draft
posted on the FIU's website since May

The FIA has issued and updated guidance and forms in relation to both Sus
Transaction Reports and Terrorist Property Reporting. These forms and guidance
found on t he FI A" s we

http://www.tcipolice.tc/index.php/financkahtelligence
unit

14. Protection & no C
tipping-off
15. Internal controls, PC The FSC screens policy manuals both at the point where an entity applies for licens

compliance & audit

The FSC should
screen the Policy
Manuals of all
supervised financial
institutions, to ensure
compliance with CFT.

The FSC should play &
more active role in
creating  awareness
amongst financial
institutions with
regard to the issue of
CFT.

The TCl  should
provide guidance fo
financial institutions on
the implementation ol
an independentaudit
function to test
compliance with
AML/CFT procedures,
policies and controls.

TCl  should take
appropriate action tq
implement the recently
enacted AMLR
requirement to keey
employees training
records.

also during onsite examinations.
The FSC has included a review of training logs as a part of its onsite inspection reg

Sections 6 and 30 of the Code deal wiiternal reporting procedureand includes g
provision in similar terms to EC 15.2.

The AntiMoney Laundering and Prevention of Terrorist Financing Regulations
provide that a financial business must maintain policies regarding the screen
employes and internal controls. Contravention the regulation may result in the fin
business being fined up to $50,000.00.

The FSC has issued guidelines in relation to Internal Control and Audit. These guig
were issued in November 2012 andrevisgedy 2014 and have b

website since that time Bttp://tcifsc.tc/policiesguidelines?start=1

In August 2014 the Commission issued Risk Management and Internal i€ guidelines
for insurance companies. This includes reference to Internal Audit requirements.

http://tcifsc.tc/policiesguidelines?limitstart=0

The Commission in its examination on manuals does not routinely look for refere
terrorist financing. However focus is on the Risk Assessment of the business the o
of which drives the policy manuals. (Section 4 of the Code). If a businessroansieate
that the assessment of TF risk is minimahon-existentthen the manual should refle
that.
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1 The TCI should| The FSC website addresses the risk of terrorist financing through |

amend its requirement (http://tcifsc.tc/departments/headmplianceunit/non
for screeningrelevant

personnel upon hiring,| Rrofit-organisations
to the screening of all
employees to fully | Screening of all employees is included in scope of onsite examinations. (For com
comply with essential| with Section 33 of the Code)

criterion 15.4.

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

16. DNFBRPR.1315 NC

f TCl should ensure al The FCUhas met with and advised stakeholders in this area of the requirements fo| None
&21 LC effective . X ) i
h ‘ . STR’"s. This work is ongoing.
(9 implementation of the
FUR recently enacted gince 201the NRFB Supervisdrasconducted training for DNFBPs on the filing of ST
) AML/CFT legislative | 1o promote a compliant regime within the relevant indestand guidelines for eacH
framework for | category of DNFBP has been issued.

DNFBPs, including the

requirement for the ) _ B )
filing of STRs. The FSC is the identified NRFB Supervisor under the POCO. The FSC created a [

Department at the end of 2012 and has commenced a system of registration, W
1 TCI Authorities should| continuing.
consider training for|
DNFBPs on the filing| Additionally, the POCO was amended in January 2013 to make it clear that the FS(
of STR’ s t| NRFB Supervisor and an amendment was made to the AML & PTF Regulatig

compliant regime | prescribe a registration fee of $150. These legislative changes came into operation
within the relevant| 1, 2013.
industries.

The Head of the DNFBP Dept. completed the work, including consultation on guid

T The relevantl ¢ o { he DNFBP's in September 2013.
supervisory authoritieg

per category  Of

) In January 2014 the TCl FSC published for Consultation guidelines for High
DNFBP should issug

e Dealers. The consultation period ended on February@®}.Zrhese guidelines are ng
i%lgtcislcl?iﬁis on at?]‘:finalized and have been publ i ci
drawing up and Nttp://tcifsc.tc/departments/designateain-financiat
maintaining of intemal husinessegprofessions/legislationegulationsguidance
frameworks for
compliance with
AML/CFT rules and
regulations.

The FIA often times with the assistance of the FSC has engaged in continuous ef|
bring awareness to AML/CFT issues including advertisgnimenewspapers; appearing
talk shows and engaging with sector specific firms such as attorneys and
transmitters. The FIA has in 2015 updated its STR and SAR forms and provided gy
in relation to it. This guidance was issued after contsoita
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17. Sanctions

PC

(5th
FUR

The TCI supervisory|
authority should
promote an effectivg
implementation of
enforcement actions i
order to increase th
dissuasiveness of th
existing sanctiong
framework. This can bq
improved amongs
other methods through
improvement of the
follow up provided by
the supervisory|
authority relative to
outstanding issues witl
regard to the|
compliance with
AML/CFT rules and
regulations by financia
institutions.

The TCI Authorities
should make|
appropriate

adjustments  to its
legislative framework
to provide for the FSQ
to impose financial
sanctions without cour
order in case of nen
compliance with
AML/CFT rules or
regulations.

The TCI should
include in the AMLR
the sanctions
applicable to an
offence under AMLR
section 10(1).

The FSC takes enforcement action and issues administrative penalties against
entities in accordance with the Financial Services (Financial Penalties) Regulation
on October 29, 2010.

Since its enactment the FSC has undertageweral disciplinary actions under tl
Regulations, which have been dissuasive and resulted in compliance without the r
financial institutions having to be fined, save in one case.

The FSC continues to foster compliance among licensees and iieghid, the FSC ha
a vigorous enforcement programme during 2011. A table and detailed enforcemen
taken during the year was supplied to the CFATF. The information reveals that th
had taken a total of 138 enforcement actions during 2011 méjwity have been again
insurance companies, with a few trust and, company managers and one money T
The majority of actions (89) have inv
the period, there was the suspension of a licandethe surrender of a licence.

For 2012 approximately 30 enforcement actions were initiated. Of that number 8 re
in actual penalty notices being issued, 7 resulted in revocations of licences, 1 res
legal action to have the company woundaumal for the remaindegnd theenforcement
action did not materialize.

Initially, penalty notices issued by the FSC were not considered as a civil debt which
be legally recovered through the courts. As a result the only recourse where a persg
to pay a penalty was to pursue criminal action or seek to have tipaogmound up ang
the licence revoked.

Consistent with similar provisions in the POCO in respect of DNFBPs, the FS
therefore proposed, and the Government agreed, that there be an amendment to s
of the FSCO to make a Penalty Notice (ondeeitomes final on the expiration on 14 dg
from the date of issue) to be considered as a debt.

FINANCIAL SERVICES COMMISSION (AMENDMENT) ORDINANCE 2013 (No. {
of 2013) adds a new section 49 to the FSCO in relation to recovery of financial per|
Theamendment was assented to on May 16, 2013 and came into force July 1, 201

Two judicial matters have been commenced since the amendment came into force.
these has since been settled.

None

18. Shell banks

PC

(6th
FUR

Financial institutions
should not be permitte
to enter into, or
continue,
correspondent bankin
relationships with shel
banks.

The AntiMoney Laundering and Prevention of Terrorist Financing Regulations prq
that no bank operating in or from the islands shall enter into or continue a corresp
banking relationship with a shell bank or a b#mt is known to permit its accounts to
used by a shell bank.

Regulation 16 deals with shell banks and provides for a fine up to $100,000.00 if
acts in contravention to the regulation.

None
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Financial institutions
should be required t
satisfy themselves thg
respondent financia
institutions in a foreign
country do not permi
their accoats to be
used by shell banks.

Regulation16 prohibits banks from carrying on business with a shell bank. Regulati
and Part 8 of the Code ate be amended to exterttieir application to all financial
institutions.

19. Other forms of
reporting

NC

C (131
FUR

We advise that the TC
consider the
implementation of
system where all (cash
transactions above
fixed threshold are
required to be reporte:
to the FCU. In this
regard TCl should
include as part of thei
considerations the
possible increase o
STRs fiked, the size of
this increase compare
to resources availabl
for analyzing the
information and the|
effectiveness of the
additional intelligence|
in the process of
intercepting illicit
activities.

TCI Authorities considered and decided against the use gfstem where all (cash
transactions above a fixed threshold require reporting to the FCU.

None

20. Other NFBP &
secure transaction
techniques

PC

(1lth
FUR

TCI should consider if
there are other nen
financial  businessey
and professions that ar
at risk of being
misused for ML or FT.
In this regard, TCI
should specifically
assess the risk of ML
and FT in the
construction industry,
considering the amoun
of cash turnover in thig
industry.

POCO has been amended to include a regima kwon Regulated Financial Business|
and a Non Regulated Financial Business Supervisor and actions have been taken tq
NRFBs since January'2011.

The MLRA, at its meeting in December 2010 decided to have-a@umittee assess th
risk of the construction industry being misused for ML and FT purposes and pre
paper for consideration of the MLRAThe subcommittee reported to the MLRA at i
meeting held on 28 July 2012 that it was making progress but would report again &
MLRA meeting scheduled forSSeptember 2012At a February 21, 2014 MLRA meetin
a report was presented detailing the results received which showed that thehriskraet
was minimal.

An initial review of the numbers of entities which have been issued licenses by the b
licensing unit has revealed that there are currently only 2 such entities. The MLRA

February 21, 2014 meeting decided to single #nea as one of the first areas to

Complete

Gaming Policy

Consultation
Have draft Bill
approved by
Cabinet and p
on the schedu

of the House of

Assembly
Increase staffi
at the Gaming
Inspectorate

ut
le

ng
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TCI Authorities should
consider taking an
intermediary rolén the
process of establishin
proper
communications
between local bank:
and the casino, in orde
to assure that credi
card facilities for
casino clients arg
available at the casino|
place of businessn
order to reduce thg
amount of cash in
circulaton n the
casino.

considered in preparatory work for the National Risk Assessment. The NRA Team
to take on this work with a view to having some preliminary finding by the end of A
2014.

The NRA team determined that it iséily that there is a risk that the construction indug
could be misused for ML or FT and has agreed to further consider the issue in con
its work on the National Risk Assessment.

Credit card facilities are now available in casinos.

A review of tte regulatory framework of the gaming industry was undertaken and a
on the findings was finalized in April 2014. The MLRA received a presentation on it
meeting on May 22, 2014. The report contained a number of recommendatio
legislationto overhaul the industry and the structure of the body which will regulate
industry and also make it more compliant with AML/CFT standards. At its meetir]
July 23, 2014 Cabinet decided that included in the legislative agenda for the balg
2014 would be a Gaming Bill.

The proposed timelines for the new legislatioiggust/September 2016.The Policy
has been approved in principle by Cabinet and public consultations on the
Document commenced in August and will end at the end of Octoike public
consultation is now closed and another draft of the policy has been produce
Consultants, Gaming Laboratories International has been engaged to assist with th
finalisation of the policy and preparation of legislation and will be in the country in
April 2016.

Whilst there has not been an increase in new personnel, the vacant positivedtor s
has been advertised and the interview process will start shortly.

Funding for new resources has been allocated in the FY 2014/2015 budget 3
department has commenced the necessary steps in acquiring the goods.
AML training has been done

21. Special attention
for higher risk
countries

NC

(8th
FUR

The FSC  should
promote an effective
implementation of &
country risk
management  regim
with regard to
AML/CFT. In this
regard, the FSC shoul
promote an effective
implementation of
provisions 4.18 an(d
423 of the Code
amongst licenseq
institutions.

It is not a conclusive
requirement to issue

blacklist  containing
countries that do not o

insufficiently apply the

The MLRA has del i berated on the E x
appropriate counter measures for the TCl to take against countries that @o
insufficiently apply the FATF Recommendations and decided that the FSC will cre
advisory on its website regarding carrying on business with countries which d
sufficiently meet the FATF standards and provide a link to the FATF list of caamiieh
do not sufficiently meets its standards. This was completed by August 2012.

The AntiMoney Laundering and Prevention of Terrorist Financing Regulations re
enhanced CDD and enhanced ongoing monitoring on eseis&itive basis when th
financial business proposes to have a business relationship with a person connecte|
country that does not apply or insufficiently applies the FATF recommendations.

Following a decision of the Money Laundering Reporting Authority the TCI decided
the apropriate counter measures to be applied against countries who do
insufficiently apply the FATF r ecommg
the names of such narompliant jurisdictions as published by the FATF and notify|
licensees. Té FSC on its website has a sanctions page, where it has posted a nu
Orders relating to countries against which there are sanctions.

None
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FATF standards|
However, if a
particular jurisdiction
continues to impose
high risk for ML or TF
on the financial
services industry of th
TCl, the FSC should
consider applying its
powers under the
FSCO to issue
additional guidance or
the subject. In thig
respect, the FSC migh
consider for example
issuing a list of
countries that do not o
insufficiently apply the
FATF standards ang
for which transactions
originating from these
countries should b
subject to a highe
degree of scrutiny.

The FSC has promoted a ribksed approach to money Laundering among its Iicer1
including that licensees shouldve regard to country or geographical risks in its cli
acceptance and CDD systems. These requirements are specifically stated in
11(3)(d) of the AML & PTF Code and paragraph (viii)(c)(Il) & (lIl) and paragraph (x
to (xxviii) of the guidancéo the Code. The FSC has provided AML/CFT and Complig
training on this and other requirements of the Code in November 2011, Novembe
and recently on April 25, 2013.

22. Foreign branches| NC Although, the TCI does The AntiMoney Laundering and Prevention of Terrorist Financing Regulations co|
s A ' provisions for the application of the Regulations outside of the Islands. Specif None
& subsidiaries C not have any loca : ; 9 ! ; :
31 financial institution, Re_gulatlon 10 p_rowdes that a br_anch;ob3|d|ary of relevant flna_n0|al busmes_s locateq
( with foreign branches or incorporated in a country outside the Islands shall comply with the regulations and
FUR and/or subsidiaries. T t0 the extent that the laws of that country permit.
) isnhc(l)tjjcli(ijng regclﬁgzgj:; Sectiqn 6 of th.e. Code requires all branches and subsglir be compliant with th
pertaining to possiblé established policies systems and controls.
TCI financial
institution
in foreign jurisdictions.
Particularly in light of
the envisionedrowth of
the financial serviceg
industry.
23. Regulation, PC The FSC should The FSC has issued fit and proper guidelines to the indwkigh covers these matters, N
Qi develo clear one
supgrwson and Cm proced?jres for thg The FSC is currently considering including these principles in its supervisory frame
monitoring (8 assessment of integrit]
FUR of relevant persons, & The MTO is now effective with an established licensing regime which continues to
) part of its executiomf

t he “fit
testing requirement.

The FSC will be including collective investmestc hemes ‘ Cor e P
supervisoryframework. The FSC is also actively engaging with IOSCO and wor
within their required timelines and procedures to gain membership in IOSCO.
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The TCI should
consider the relevanc
of including collective
investment  scheme
“Cor e Prin
their supervisory|
framework.

The TCl  should
develop an approac
and set clear terms fd
the effective
implementation of the
recently enacted MTO
In this regard, the TC
should consider its
resources and wher|
required take action t
support an effective
implementation of &
supervisory regime fo
MVTs

The FSC is currently in the process of reviewing its seearlggislation to bring it up t
standard with IOSCO Core Principles and other internationally accepted best pract
first draft of the legislation has been prepared and circulated to the industry for com|
however, it is recognized that a sigréfic amount of work remains to be completed on
Bill itself and on the drafting of subsidiary legislation to compliment the Bill.

The FSC is also in the process of a completing draft new Banking. The Trust Bill a|
Trust Companies Licensing arfBupervision Bill are currently being considered
Cabinet. @ce this work has been completed the Bills have to undergo a peri
consultation with the Industries.

The Government has recently approved a new Domestic Insurance Bill which sg
implement the recommendations of the IMF on its assessment of the industry in 20
this regard, the FSC has engaged with the House of Assembly members by a meg
for 30" April 2013 to walk through the provisions of the Bill before ié&bated atte next
meeting of the House set for May 2013. At the May 2013 sitting of the House, the B
its first reading but was not debated. The Bill was then redrafted and has received
reading in the House of Assembly. It is currently slateddeived its second reading a
be debated before the end of October 2015.

Additionally, the Money Transmitters Ordinance has been fully implemented. The
currently four licensed Money Transmitter®f this number, one licensee was inspec|
last yealand 2 licensees have undergone onsite inspections since the beginning of th
The FSC's Banking department noted t
assessment by the end of the financial year 2013. Detailed AML/CFT guidance for |
Transmitters is set out in the AML/PTF Code. Formal reporting for Money Transm|
was introduced in September 2010 with the mandatory reporting process commen|
at the end of the last quarter in 2010. Money Transmitters must report on and cg
financial returns and supplemental reports which show inter alia, the largest trang
the number of transactions and the value of transactions for each month in a quari
for funds sent as well as for those received. Additionally, there are lngo aipplementa
filings which require information on all single and aggregate transactions above
$5,000 in any one month for funds sent as well as for those received.

As at October 2015 is that there are only two operating MSBs inO0i@ing 2015, the
Western Union agent ceased trading and another MSB surrendered its licence voly
—ThatMSB had never traded. As of February 2015 the Commission has placed MY
an annual cycle of onsite inspections.

In March /April 2015 the Hen three MSBs were subject to on site examinati
Remediation of findings is in hand. Further onsites of the remaining two MSBs will
place in Q1 2016.

In relation to Recommendation 23, the
conside t he relevance of including coll

their supervisory frameworkAgain the FATF Methodology notes that:

fi C o n s- Refeeences in the Recommendations that require a courdoynsidertaking
particular measuremeans that the country should have made a proper considerat
assessment of whether to i mplement su
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The TCI has already indicated that the FSC is in the process of updating its securif
to bring it up to standard with the IOSCO €dPrinciples and that a first draft w
circulated to the industry for their comments and remains under consultation. Work
is continuing as a number of regulations and codes and guidelines must be eng
tandem with the primary legislation. Toeéore, we have given full consideration to t
matter.

24. DNFBP-
regulation,

supervision and

monitoring

NC
(1sti

11th
FUR

TClI should draw up ar|
implementation plan,
for the AML/CFT
supervisory regime fof
casinos. This plan
should address the
following:

oWho is
responsible
for the
training of
gaming
inspectors
in the area
of
AML/CFT
compliance
oversight;

oWho is
responsible
for
informing
the relevant
sector  of
the
AML/CFT
changes
and the
respective
implication
s for the
relevant
sector;

oWho is
responsible
for training
of the
gaming
industry in
the

Casinos are now covered in the definition of financial business in theMamtey
Laundering and Prevention of Terrorist Finandregulations.

POCO and AntMoney Laundering and Prevention of Terrorist Financing Regulat
now include a regime for nefinancial business persons.

The FSC created a DNFBP Department at the end of 2012 and took on additional
Head that Department. The FSC is already met with and engaging with the Bar C
Realtors, and Accountants to inform them of their obligations and move the regisi
drive forward.

Additionally, the POCO was amended in January 2013 to make it clear that the FS(
NRFB Supervisor and an amendment was made to the AML & PTF Regulatig
prescribe a registration fee of $150. These legislative changes cammgdration on April
1, 2013.

Finally, in March 2013, the Government approved amendments to be made to the
AML & PTF Regulations and Code to change the terminology from-Riegulated
Financial Business to Designated Nemancial Businesses & profésss. These
amendments were brought into force November 2013.

The DNFBP Department issued guidelines for various DNFBP sectors which are
consultation. These guidelines have now been finalised and issued as at Septemb

In January 2014 t TCI FSC published for Consultation guidelines for High Va
Dealers. The consultation period ended on February 18, 2014. These guidelines 4
finalized and have been publici

http://tcifsc.tc/departments/designateain-financialk
businessegrofessions/legislatienequlationsguidance

The MLRA requested that a documented plan be produced for the AML/CFT super|
regime for casinos be donm this regard, the Gaming Inspector and the Perma
Secretary, Finance attended the September 2011 meeting of the MLRA and bot
briefed onthe recommended improvements and provided with copies of the rel
documents and information.

A follow up meeting with a representative for the Permanent Secretary, Finance w4
on 23 July 2012 and he reported that they had begun the workiefviey the gaming
supervisory regime. It was recognised that there is a need for updated legislati
greater staff training. A commitment was received from the Gaming Board of
Bahamas to provide technical assistance and also from Gaming Laiesratternational

Complete
Gaming
Policy
Consultation
Have draft
Bill approved
by Cabinet
and put on the
schedule of
the House of
Assembly
Increase
staffing at the
Gaming
Inspectorate
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introductor
y phase;

oWhat are the
tools
required for
an effective
oversight of
the
indust
compliance
with
AML/CFT
laws and
regulations;

oWhere

necessary
resources
should be
sought to
appropride
ly equip the
Gaming

Inspectorat
e for the
effective

AML/CFT
oversight
tasks.

The due diligence
process performed fo
the granting of a
Gaming license shoulg
be formalized and TC
Authorities should
determine the risk
areas within gaming
establishments an
require  that key
personnel responsibl
for these risk areas b
assessed by th
Gaming Inspectorate.

The Gaming
Inspectorate  should
possess the ability t
disclose information tg
overseas regulators ar

to share information

to provide auditing assistance. It was also recognised that the finances to undert
much needed restructuring of the Gaming Inspectorate was not available at that tin

As noted above, the necessary reforms needed in respeet®thing Inspectorate wi
form part of the Government's Legi sl
new licences in this area was instituted from 20034.

A consultant was appointed to review the gaming inspectorate and started worharg
2013 by visiting the country and doing preliminary work. The Consultant return
February 2014 and met with the Attorney General on February 20. Consultation too
and simultaneously a draft report was prepared. The report was expecteiute
suggested legislative changes and a model legislation that may be best suited to the
Once the report was finalised an Action Plan was to be devised by the Ministry of F
for reform in the Gaming Industry, changes to the Gaming législand the structure o
regulation of the Gaming Industry.

A report on the findings of the consultant was finalized in April 2014. The MLRA recg
a presentation on it at its meeting on May 22, 2014. The report contained a nun|
recommendationor legislation to ovehaul the industry and the structure of the bqg
which will regulate the industry and also make it more compliant with AML/(
standards. At its meeting on July 23, 2014 Cabinet decided that included in the leg
agenda for tl balance of 2014 will be a Gaming Bill.

The proposed timelines for the new legislatioigyust/September 2016 The Policy
has been approved in principle by Cabinet and public consultations on the
Document commenced in August and will end at ¢émel of October. The public
consultation is now closed and another draft of the policy has been produce
Consultants, Gaming Laboratories International has been engaged to assist with tt|
finalisation of the policy and preparation of legislation and wil be in the country in
April 2016.

Whilst there has not been an increase in new personnel, the vacant position for Dir!
has been advertised and the interview process will start shortly.

Funding for new resources has been allocated in the FY 2mBt/Budget and th
department has commenced the necessary steps in acquiring the goods.

AML training has been done.
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with domestic
regulators.

TCI Authorities should
appoint an oversigh
body for each of the
category of DNFBPS
(same oversight body
might also supervisg
more than one categor
of DNFBP) in order to
determine effective
compliance by
regulated entities with
applicable AML/CFT
laws and reguaitions.

Continuing on the
effective  compliance|
with laws and
regulations, the|
oversight bodies havg
the responsibility to
enforce sanctiong
where situations of
norrcompliance  with
AML/CFT laws are
observed. In  thig
regard, reference i
made to section 3
where
recommendations hav
been made relative ti
the AMUCFT non
compliance
sanctioning/enforceme
nt regime in place.

25. Guidelines &
Feedback

NC

LC
(11th
FUR

The FCU  should
provide more feedbac
to regulated entities ir
order to increase thei
capacity to detect an
deter ML and TC
practices.

TCI Authorities should
consider contacting an
working together with

t he rel eva

Typologies and risk trends are published on a regular basis in the local pEses of
which were supplied to evaluation team. The FCU/FIA has been involved in a num
the FSC's AML and compl i an thefindnciahindastryramny
on those occasions provided feedback to regulated entities on trends and specifi
the Il evel of SAR reporting. The most
which was held on September 2015. Feedback is provideeptoting entities on ar
ongoing basis.

The industry is small and in practical terms the head of the FIA liaises directly
compliance officers.

67



TURKS AND CAICOS ISIANDS

that have recently bee
included in the AMLR

towards the
implementation of &
framework for

compliance with the
established AML/CFT
rules and regulationg
including he reporting
of STRs.

Guidelines should b
issued, trainings shoul
be provided and
assistance should b
given to the relevan
DNFBPs to establish
compliance with the
new applicable)
AML/CFT
requirements.

The FSC  should
consider issuing tren
and typologes relative
to MUFT schemes in
order to increasd
awareness  among
industry practitionersg
and thereby increas
their ability to
effectively identify
ML/FT activities.

The FSC  should
provide for more
guidance in the
combating of the|
financing of terrorist.
In this regard, the FS(
should consider issuin
lists/ information on
terrorists and terroris
organization to
regulated entities. Thq
regulated entities will
them be required tq
assess their client bag
against the relevan
information.

Typologies and risk issues are also published on the FIA website.

The FIA has completed its annuaborts for 2012014 which include statistics, treng
and typologies relating to AML/CFT. These reports were published on the websites
FCU/FIA and the FSC.

The FIA agreed to provide quarterly reports on trends and typologies to the MLRA
latest report is found on its website.

Statistics were published by the MLRA and FIA in MLRA Annual Reports to the Gove
for 2009 and 2010 since 2009 in compliance with the POCO.

MLRA with the assistance of FIA has ensured that adequate feedback hagvieeeon
STRs, typologies and trends.

The FI'A has full operational independ
head of the FIA carries out all staff recruitment.

Every SAR is responded to with a strategy within most cases 24 hours. suic
outcomes of investigations are also reported.

The FIA is situated in a secure building with electronic security monitoring.

The FIA Ordinance (No. 11 of 2014) was passed in the House of Assembly on Jur]
2014 and came into effect in October 201

The FSC underwent an organizational r
Directors and the FSC commenced implementation of the report on a phase basig
the course of 2011 to 2013, the staff compliment in mid to senior level psshias
increased by over 10 personin June 2014 the FSC formed a bespoke compliance
with specific responsibility for AML/PTF compliance. Resources have been increasq
since August 2015 the unit has four compliance officers reporting to the éfe
Compliance.This has increased the level of productivity in the issuance of repor
findings from onsite examinations and enabled it to put in place a system for followi
on identified deficiencies.

The Governor attendddand ‘whatkishhrogpl oRrgqg
Services Commission on Tuesday 8 May 2012. The event drew together represe
from the financial services industry, government officials, and an international exper|
the British Virgin Islands to discussays of working together to better promote the T|
financial services sector and to provide opportunities for growth. The workshop con
with the formation of a joint industrfgovernment cerdinating committee for promotio
of the financial services st®r that will meet on a regular basis. The main aim of
committee will be to effectively represent the sector as it seeks to develop its produ
and attract new clients to the Turks and Caicos Islands. The representation (¢
government and thgrivate sector on the committee offers the opportunity to draw tog
policy ideas and identify and overcome barriers to progress.

The FSC has improved its onsite procedures to provide fallpwen deficiencies an

continued monitoring.
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The FSC should nhe&
the appropriate
adjustments  in ity
structure, in order tg
increase productivity in
the issuance of repol
of findings resulting
from onsite
examinations.

The FSC  should
provide follow up to
deficiencies identified
and keep statistics o
the outcome ofthese
follow up actions.

The FSC  should
establish instructions
provided to regulateq
entities in general in
writing in order to
increase transpareng
of policy,
enforceability and
structural compliance
with these instructions

TCI Authorities
(oversight lodies)
should consider issuin
sector specific
guidelines that dea|
with the relevant issue
pertaining to the
specific sectors ang
disregard requirement
that are not applicablé
considering the|
structure of  the
industry and/or the
risks that the relevan
industry activities
impose.

TCI Authorities and
specifically the
regulatory body for the
specific industries oncg

appointed should issu

A new Part VIl has been added to POCO which provides for supervision and enforcg
The following new sections are relevant:

Section 148F%) provides for the appointment of a NFRB Supervisor (i.e. Supervisg
nonregulated financial businesses). This will be the new DNFBP Supervisor.

Section 148F(3) sets out the responsibilities of the supervisory authority (i.e. mon
compliance ad taking enforcement action).

Section 148H provides for the registration of aegulated financial businesses.
Section 148l enables the NRFB Supervisor to undertake compliance visits.

Sections 148J to 148P set out the various types of enforcemientthet can be taken b
the NRFB Supervisor against neoegulated financial businesses. This inclug
disciplinary action, which is the imposition of an administrative penalty.

Section 148 Q provides the NRFB Supervisor with the power to require infomaand
the production of documents.

The new sections 148F to 148Q therefore establishes a strong enforcement regir
respect DNFBPs.

The FSC reviewed its supervisory capacity to ensure that it secures the necessary r
to effectively implemena DNFBP regulatory regime. Training was conducted

various stakeholders in this sector in 2013 to assist in establishing compliance with t
framework. The FSC updated its website to provide links to lists and informatig
terrorist which is phlished periodically by the UNSC and other reputable body. A nq
advising all financial institutions of the publication and the requirement to assesg
client base against the list, was circulated in tandem with the availability of the inforn
on the FSC's website.

The FSC has enhanced its supervisory capacity to ensure that it secured the n
resources to effectively implement a DNFBP regulatory regime.

The FSC has established greater contact with the DNFBP sector to better imple|
framework for AML/CFT compliance and STR Reporting. Training was conducted
various stakeholders in this sector in 2013 to assist in establishing compliance tk
framework.

Additionally, work commenced on the issuing of guidelines for DNFBPs. The FS(
now issued guidelines for the legal sector, real estate sector, and accountancy
Guidelines for High Value Dealers were finalized and have been publigizedtoh e
website at http://tcifsc.tc/departments/designatedfinanciatbusinesses
professions/legislatioregulationsguidance
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specific guidelines tha
address the respectiy
DNFBPs in
challenges in thg
implementation of an
AML/CFT compliant
regime.

Institutional and
other measures

26. The FIU

PC

(11th
FUR

The Head of the FCU
should be affordeq
more operational
independence

particularly with regard
to matters such as sta|
recruitment and budge
management.

The FCU  should
provide guidance tq
relevant parties on th
revised procedures fo
reporting STRs.

The FCU  should
provide feedback tq
reporting paties in a
formalised and timely,
manner.

The FCU should
produce and
periodically release itg
own monthly reports|
which should contain
statistics on STRs
trends and typologie
within the sector and a
update on its activities

The security of the
building which houses|
the FCU should bs
addressed as a matt
of urgency.

The FIA Ordinance (No. 11 of 2014) was passed in the House of Assembly on Jur]
2014 and came into effect October 2014.

The FIA has now full operational independence.

The matterofta F1 A’ s operational independen
been addressed in the FIA Ordinance which was came into force October 2014.

The FIA has issued and updated guidance and forms in relation to both Sus
Transaction Reports and Tenst Property Reporting. These forms and guidance ma
found on the FI A" s we

http://www.tcipolice.tc/index.php/financkahtelligence
unit

Typologies and risk trendsr e publ i shed on a regul ar
website also has a link to trends and typologies.

Every SAR is responded to with a strategy within most cases 24 hours. Suc
outcomes of investigations are also reported.

Statisticswere published by the FIA in the annual reports for 22104.
The FIU is situated in a secure building with electronic security monitoring.
The MLRA at its meeting in January 2011 directed the FCU to produce and perio(

release its own monthly rege which should contain statistics on STRs, trends
typologies within the sector and an update on its activities.

None

27. Law enforcement
authorities
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28. Powers of
competent authorities

29. Supervisors

PC
(10"
FUR

I The Registrar Head of

Insurance and——the
Registrar——of—Co
should have adequat
powers of enforcemen
and sanction againg
financial institutions and
their directors or senio
management for failurg
to comply with
AML/CFT requirement.

POCO and AntMoney Laundering and Prevention of Terrorist Financing Regulat
now empowers the DNFBP Supervisor to impose administrative sanctions on DNF

The Financial Services (Financial Penalties) Regulations came into operation on ¢
29, 2010. The regulatns inter alia, provide the FSC with the authority to impose finar|
sanctions independently.

Regulation 3 of the AMLPFT Code defines the scope of that Code as fellows

3. This Code applies, to the extent specifieg-to
(a) financial businessesithin the meaning of the AML/CFT Regulations; and
(b) directors and boards of financial businesses.

The words “ bo a arddefinadrindegulatian 2 asdotiosrs "

“board>~— means

(a) in relation to a corporate body, the board of directoospmittee of management

other governing authority of the corporate body, by whatever name called or,

corporate body only has one director, that director;

(b) in relation to a partnership, the partners, or in the case of a limited partnersh
general partners; or

(c) in relation to any other organisation or undertaking, the persons fulfilling func
equivalent to the functions of the directors of a company;

“director”, in relation to a | e gfailsofthe
legal entity and includes

(a) a person who is a member of the governing body of the legal entity; and

(b) a person who, in relation to the legal entity, occupies the position of directd
whatever name called

The POCO prescribes thepguvisory authority for financial businesses as the FSC
DNFBPs as the DNFBP Supervisor, which is also the FSC and finally for NPOs
NPO Supervisor, which is also the FSC.

The FSCO provides that t he FSComplancevatls
inter alia, the AMLPFT Regulations and the AMLPFT Code (see section 4(1gid))lar
provisions to those cited below are made in respect of DNFBPs and NPOs in the P

Section 31(1) of the FSCO requires a licensee to establish anthimadequate systeni
and controls for ensuring its compliance with the requirements of and its obligations
(a) this Ordinance and the Financial Services Ordinances;

(b) the Code, or any guidance issued by the Commission, that applies tetisedc

(c) any directives issued by the Commission that apply to the

licensee.
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Section 33(1)(a)(i) and (ii) empowers the FSC to take enforcement action against lic
who, inter alia;

(a) in the opinion of the Commission, the licensee

(i) has catravened or is in contravention of this Ordinance, a
Financial Services Ordinance or the Code;

(i) has contravened or is in contravention of the Atiney
Laundering Regulations or of such Ordinances or codes
relating to money laundering or the finargiof terrorism as
may be prescribed for the purposes of sectiond)1)(

Section 33(2) of the FSCO provides that where the FSC is entitled to take enforg
action against a licensee, the FSC may exercise one or more of the following powe

(@revoke or suspend the |licensee’ s |i
(b) issue a directive under section 37;

(c) appoint an examiner to conduct an investigation under section 35;

(d) require the licensee to appoint a qualified person under section 36;

(e) apply fora protection order under section 38;

(f) where the licensee is a company, petition the Court for the

winding up of the licensee under section 92 of the Companies

Ordinance;

(g) impose a financial penalty on the licensee in accordance with Part VII.

Furthermore section 41 empowers the FSC to require the removal of a director of
etc. who is not deemed to be fit and proper by the FSC.

Part VIl of the FSCO sets out the disciplinary actions which the FSC can Kaite.in
particular section 45(1)(bnd (4)(b).

Finally, section 57 of the FSCO provides for liability for directors etc. for offences |
the FSCO-

57.(1) Where an offence under this Ordinance is committed by a body corporate, a d
or officer who authorized, permitted or agegced in the commission of the offence a|
commits an offence and is liable on summary conviction to the same financial fine
individual would be liable for.
(2) Where an offence under this Ordinance is committed by a body corporate and its
are managed by its members, subsection (1) applies to a member of that body corp
if he was a director of the body corporate.

Note that the Financial Services (Financial Penalties) Regulations made under sec
and 55 of the FSCO set out ttamges of penalties for the various contraventidwste in
particular regulations 2(2) and 3(2) and Schedule 1.

Note also that the Financial Services Commission (Prescribed Instruments) Regd
made under section 55 of the FSCO prescribe the AMLREgulations and AMLPFT|
Code issued under section 118(1) of the POCO for the purposes of section 4(1)(d
FSCO. Note in particular regulation 3The implication being that licensees are requi

to comply with them for the purposes of the FSCO.
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30. Resources,
integrity and training

NC
(1st i

11th

FUR

AML/CFT related training is
lacking at the Gaming Inspectora

Funding for the  Gaming
Inspectorate is dependent up
government funds  (Ministry o
Finance)

The FSC is not properly
structured. The current structurd
imposes a risk for conflict o
interest.

Insufficient staff at the FSC ti
execute additional tasks pursug
to legislative changes, reference
in this regard made to th
enactment of the MTO.

The FCU lacks full operationg
independence and autonomy ag
is one (1) of six (6) Department
within the overall TCl Police
Force and does not have its oy
budget allocation.

AML/CFT training for staff of
competent authorities with fe
exceptions have not besg
adequate. AML/CFT traing has
not been provided to the judge|
magistracy and court personng
Only recently have staff of most g
the competent authorities beg¢
sufficiently trained in MLU/FT
matters.

Law enforcement agencies operg
with  clear monetary ang

manpower  constrais.  The

The Immigration Department increased its staff by 19 persons in the FY 2015/20]
continues to advertise for nevafit With the additional of a coastal radar station in 20
this has allowed for increased detection of unauthorized boats and ships in TCI wal

The role and functions of the Gaming Inspectorate has been discussed at various
of the MLRA starting from January 2011, at which time Gaming Inspectorate official
the Permanent Secretary, Finance were in attendance.

The Permanent Secretarfyinance agreed to place the required improvements tq
Gaming Inspectorate on the agenda of
be prioritized i n t h2012R0l&eancieipeant ' s b u

In March 2013 the Government aumced a one year moratorium on the issuance of
licences for gaming.

The consultant appointed to review the gaming inspectorate started work in Octobe
by visiting the country and doing preliminary work. The Consultant returned in Feb
2014and met with the Attorney General on February 20. The report was finalized in
2014 and the MLRA received a presentation on it at its meeting on May 22, 2014
report contained a number of recommendations for legislation tehawgrthe industry|
and the structure of the body which will regulate the industry and also make it
compliant with AML/CFT standards. At its meeting on July 23, 2014 Cabinet decide|
included in the legislative agenda would a Gaming Bill.

The proposed timelines fahe new legislation ig\ugust/September 2016 The Policy
has been approved in principle by Cabinet and public consultations on the
Document commenced in August and will end at the end of Octofike public
consultation is now closed and anothedraft of the policy has been produced.
Consultants, Gaming Laboratories International has been engaged to assist with tt|
finalisation of the policy and preparation of legislation and will be in the country in
April 2016.

Whilst there has not been an iease in new personnel, the vacant position for Direct
has been advertised and the interview process will start shortly.

Funding for new resources has been allocated in the FY 2014/2015 budget 3
department has commenced the necessary stepsring the goods.
AML training has been done.

As a result of a process of organizational review, the FSC reviewed existing pos
created new postOver the course of 2011 to 2013, the staff compliment in mid to s¢
level positions has increased by over 10 perdaniune 2014 the FSC formed a besp
compliance unit with specific responsibility for AML/PTF compliance. Resources
been incresed and since August 2015 the unit has four compliance officers report
the Head of Compliance. This has increased the level of productivity in the issua|
reports of findings from onsite examinations and enabled it to put in place a syst
following up on identifieddeficiencies.

Complete
Gaming Policy
Consultation
Have draft Bill
approved by
Cabinet and put
on the schedule
of the House of
Assembly
Increase staffing
at theGaming
Inspectorate
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Immigration  Department il Thehead of the FIA has full oper at i e
particular suffers from sever| matter of the FIAs operational independence, autonomy and budget allocation hg
staffing constraints exacerbated | addressed in the FIA Ordinance which was cart@force October 2014.

onerous illegal

Judges and Magistrates underwent AML/CFT training during the latter part of 2009

The FCU/FIA was awarded%lace in the Best Money Laundering Case in the worldw
competition among policing agencies. The award was presented in Armenia in early

Two-week training in financial intelligence and financial investigation Training in
United Kingdom hostedy the National Police Improvement Agency was done
members of the FCU/FIU along with Customs Officers and Fraud Unit Officers.

The FSC's Bank and Trust Department (
and the Head of Insurance and dféicer responsible for domestic insurance have b
relocated to Providenciales which ensures that there is adequate oversight and sup
of the relevant industries. The Head of the rebranded Company Manageme
Investments Department along witbrtstaff have each obtained a Diploma in Complia|
from the International Compliance Association. Additionally, new staff members
been engaged for these departments which have incréaseabacity to enable it t
properly supervise these areasll four compliance officers are pursuing qualifications
either ACAMS or ICA.

In addition the head of Compdi ahceguh
September 2015 this being the highest qualification offered by ACAMS.

The Office of the rector of Public Prosecutiorarranged for training on POCO ar|
related legislation to be conducted by AML expert the attendees included the
Prosecutors from the ODPP, counsel from the AGC and Integrity Commission off
Regular training has beelone since 2013.

During the week of March 1418, 2016, two Immigration Officials and a Senior
Crown Counsel from the Attorney Gene
hosted by the International Centre for Parliamentary Studies which allows for a
Professional Certificae in Tackling Human Trafficking, upon completion of the four
day-long course and subsequent written tasks.

31. National PC The MLRA should play a The MLRA meets, at a minimum, once every quarter.
cooperation more active role in local ' . B None
cooperation and coordinatio| The MLRA and FSC conducted an AML/CFT seminar for reporting entities and a | (On-going)
C and should aim to have a s§ number of DNFBPs in April 2013. Trainiritas also been provided as part of the
(8th minimum number of National Risk Assessment process and the TCI also hostedti@ofpliance
FUR meetings each year, for Conference which saw participation from representatives of the various regulated s|
) example, once every quarte

The MLRA should develop
and implement policies and
activities to combat ML/FT
on a regular basis. It is even
more desirable for the
MLRA to be able to monitor
adherence to such policies

and to be able to assess thg

The MLRA has invited the Deputy Attorney Genetalying overall oversight of the
various departments of the Attorney (
of Public Prosecutions, a Principal Crown Counsel, Civil as well as the Principal
Legislative Drafter to attend meetings. This decisiais affirmed at the meeting of the
MLRA held in April 2012 and February 2013.

The 2011 Constitution (in force on"1®ctober 2012) introduced the post of Director g
Public Prosecutions with the independence to carry out prosecutions in the Islands

74



TURKS AND CAICOS ISIANDS

I si

effectiveness of operational
systems whik have been
implemented further to the
AML/CFT legislation.

nce the Att
Chambers has two distinct
departments, the criminal
and the civil side, it would
be useful for the Principal
Crown Counsel as Chief
Prosecuting Counsel, to be
part d the MLRA or at the
very least to attend some
meetings when policy is
being formulated or reviews
undertaken. The members @
the MLRA can agree to
appoint persons to assist in
the performance of its
functions pursuant to sectiol
108(H of the POCOQand
this therefore facilitates the
attendance of other persons
in the discretion of the
MLRA.

criminal side of the Attorney General

Office and a new DPP was appointed &rFébruary 2013.

The MLRA is developing and seeking to implement policies and activities to comba|
ML/FT on an ongoing basis.

The rational agencies routinely work together in AML/CFT matters. Also the
importance of getting the regulated sectors involved in the production of policies an
legislation that affects them is realized. Consultation is regularly done and involven
in theNational Risk Assessment process has fostered better cooperation nationally
among the competent authorities and the regulated entities.

32. Statistics PC | The TCI does not review th o _ . ) From 10" FUR: _
(1st_ effectiveness of its systems f The TCI has instituted a system for more comprehensive statistics. This has been r it was s _t L
11th combating money laundering ar] N the MLRA Annual Reports. comprehensive statistic|

terrorist financing on a regulg _ _ . were being maintained b
FUR basis. Reports on enforcement actions are submitted on a monthly basis internally at th| competent authorities
) These are used to determine and shape areas where further guidance, training or Ig or that there is a review g
changes may be needed. statistics to determine th
Comprehensive statistics are n effectiveness  of  thg
maintained by all competery The FIU publishes an annual report covering a widege of statistics relating t| systems to combat
authorities AML/CFT SAR/STR reporting, international cooperation.eta March 2016, the | ML and TF on a regula
Cabinet approved proposed amendments to the FIA Ordinance tmclude a provision | basi s . ”
d had b id for the Agency to make an annual report of its activities or work ér the preceding
No data had been providg year The billis to be considered by the House of Assembly at its sitting schedul
regarding AML/ CFT orsite :
Y ) ~ | for April 18, 2016.
examinations of financia|
Institutions and, V‘:he_reBoth the Attorney General's Chambers
ahpproplate, sanctions  relativé yaapases which provide for statistics on prosecsitiond convictions, property froze
thereto. seized and confiscated, legal assistance and international requests.
33. Legal persons PC -
beneficial owners T The TCI Authorities| The FSC produced a paper on bearer shares including considerations on whett{ None
should develop| should be prohibited or whether greater restrictions should be placed on them, whi
LC guidelines  that| reyiewed by the MLRA circulated among the industry for commémtMarch 2013 the‘
financial institutions| Goyernment reviewed the results of the consultation and decided to propose a bil
must follow in the

event that issued bearg

House of Assembly to abolish bearer shares in the Islands.
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(11th
FUR

shares in a compan
for which they
represent are hel
outside the TCI.

The FSC  should
develop procedures t
deal with instances
where beeer shares arg
held by an institution
outside the TCI ang
where the TCI licenseq
Company Manager o
Company Agent s
required to submit g
certificate issued by alf
authority as prescribé
in 32E of the
Companies Ordinance|

The FCU should
ensure that b legal
persons are mad
aware of the
requirements of the
POCO and the Cod
regarding the
procedure for
reporting  suspicious
transactions.

The Issuance and use of bearer shares have now been abolished within the TCI 4
of the Abolition of Bearer Shares Ordinance 2013. This ordinance was enact
December 2013 and came into operation on January 1, 2014. The transitional pe
convert any remaining bearer shares into registered shares was six months from thg
coming into operatioof the Ordinance.

A number of companies that used bearer shares have converted those shares into
shares. The FSC continues work on attaining full compliance by both ordinary and €
companies. The Abolition of Bearer Shares Ordinance 2@&Bne into operation or™l]
January 2014.

Part IV “Transitional Provision” Sect
not been recalled and cancelled within the period of six months from the da
commencement of the Ordinance shall theesdfe null and void and be without effect f
all purposes of law.

All companies no longer have Bearer Shares, by virtue of the six month tran
arrangement which expired off duly 2014.

The FSC Compliance Unit has commenced onsite reviews dfatipany Manage
licensees. The thirty seven licensees will be examined at the rate of two per month n|
the programme will be completed over 18 months. The Compliance Unit has increag
is continuing to increase resource to meet its widening regplities. Legal arrangement
and bearer shares are in scope for these examinations.

The FCU/FIU conducted AML/CFT training for the staff of the International Bank
Group on 19 April 2012. The FSC will be conducting a Compliance Workshop
October24, 2012.The FSC also conducted a Compliance Workshop on October 24,
and another AML Seminar on April 25, 2013. The procedure for STR/SAR report
continuously reinforced as part of the FIAs ongoing outreach and awareness semin
FIA has in2015 updated its STR and SAR forms in relation to both Suspicious Trans
Reports and Terrorist Property Reporting and provided guidance in relation to it, inc
beneficial ownership.

The FIA continually partners with the FSC and other stakeholders in facilitating the v;
AML/CFT seminars and workshopsTraining has been provided as part of the Natiq
Risk Assessment process and the TCI also hosted the 10th Compliance Conflieng
saw participation from representatives of the various regulated sectors.

The FIA often times with the assistance of the FSC has engaged in other efforts t
awareness to AML/CFT issues including advertisement in newspapers; appearing
shows and engaging with sector specific firms such as attorneys and money transni

34. Legal
arrangements
beneficial owners

PC
(11th
FUR

The FCU  should
ensure that all person
associated with Legal
Arrangements are
made aware of the
requirements of POC(
and the MLRA Codes
regarding the reporting

Training was arranged in London UK in September 2009 and again in February 2(
the Judiciary, Prosecutors and key law enforcement officials.

The FIU/FIA was directed by the MLRA to ensure that allgpns associated with Leg
Arrangements were made aware of the requirements of the POCO and the MLRA
regarding the reporting of suspicious transactions.

The FIU reviewed its training programme to include AML/CRfRining on matterg
relative to Leal Arrangements.

None
(On-going)
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of suspicious
transactions.

The FCU should review
its training programmme
to include AML/ CFT
training on  matters
relative to Legal
Arrangements.

The FIU/FIA continually partners with the FSC and other stakeholders in facilitatin
various AML/CFT seminars and workshopsIraining has been provided as part of {
National Risk Assessment process and the TCI also hosted theCHinpliance
Conference which saw participation from representatives of the various regulated s|

The procedure for STR/SAR reporting is continuously reinforced as part of the
ongoing outreach and awareness seminars. The FIA has in 2015 ufsd8t# R and SAR|
forms in relation to both Suspicious Transaction Reports and Terrorist Property Rey
and provided guidance in relation to it, including beneficial ownership. This guidanc
issued after consultation.

International
Cooperation

35. Conventions

PC
(1st_
11th
FUR

TCI should recommeng
or propose ratification
of the Palermo
Convention and thg
Financing of Terrorism|
Convention on it
behalf to the UK
Government;

particularly as the TCI
has enabling legislatiof
under these
Conventions already i
place and the UK
Govermment has
already ratified the saig
Conventions on its owr|
behalf.

The AG has been followingp on its request to the UK FCO for the extension of
Palermo Convention and t®nventiorfor the Suppression of the Financing of Terrori
on behalf of thel'Cl. In July 2013 the FCO advised that a questionnaire relating on
compliant the country was with the requirements of the convention needed to be sub
The questionnaire completed and sent to the FCO. TCIG is now waiting to revert t

The UK FCO advised that the conventions could not be ratified until the country
enacted local legislation to give effect to thewvith the enactment of the Prevention
Terrorism Ordinance (No. 9 of 2014) in May 2014 the process to get the Conve|
extended to the TCIl was engaged once again.

The Palermo Convention was extended to TCl in August 2015. Here is the link
Depository Notification

https://treaties.un.org/doc/Publication/CN/2015/CN.446
15 Eng.pdf

The Prevention of Terrorism Ordinance does accommodate and refer in Schedule
1999 United Nations Convention for the Suppression of the Financing of Terrorism
convention hanot yet been extended to the TCI. We are advised that the UK Home
has not yet completed their review. The BEll awaits completion of the internal U
procedures

Additionally, please note that work is being done on an-Bribery Bill, which is before
Cabinet for considerationThe new provisions relating to bribery which will include
offence imposed on commercial organisations who fail to put measures to prevent
within their organisations; and the application of extra territquigsdiction to prosecutg
bribery committed abroad by persons ordinarily residents in the TCI or TC Islande
TCI corporate bodies (this will be the equivalent of what the UK has imposed
residents, nationals and corporate bodie#f).will also supplement the Integrit
Commission Ordinance, Public Service Ordinance and Political Activities Ordinanc|
strengthen the TCl's compliance to A
criminalisation of corruption (corruption by public officsadnd foreign public officials
and measures against corruption (measures to promote integrity and prevent, de
punish corruption of public officials).

1 Have the
Convention
for the
Suppression
of the
Financing of
Terrorism
extended to
the TCI
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36. Mutual legal
assistance (MLA)

PC

(2nd
FUR

The  TCl  should
consider rendering
mutual legal assistanc|
for requests which deg
solely or for those|
portions of the requeg
which deal partially,
with tax or fiscal
matters.

TCI has signedeventeen Takxchange Information Agreements to date and are in a
negotiations with a number of other OECD countries to sign additional TIEAs.
implementation Ordinance was made and brought into force in December 2009.

Since the TCl acceded to the OECD ms&in 2002 we have moved gradually to enac
appropriate legislation to give effect to the TIEAs entered into to date, mainly with
countries. The TCI has established an Exchange of Information Unit within the Mi
of Finance with dedicated staforking hard to ensure that the TCI meets all of its
treaty obligations.

Since accepting the European Union Directive on the Taxation of Savings Incon
enacting legislation in 2005, the TCI formally transitioned from the withholding
arrangerent under the Directive to the automatic exchange of information arrangem
July 2012 and has issued guidance to the industry as late as February 2013.

With the advent of the US Foreign Account Tax Compliance Act (commonly referr
as “ FATCTC dndertaokhnecessary consultations with all stakeholders i
jurisdiction with a view to bringing about cooperation on the subject with the
Government. And has decided to enter into a FATCA arrangement with the US as
its negotiations toanclude a TIEA. At the end of August 2013, a TCI delegation led
the Attorney General with officials from the FSC and Exchange of Information Unit
with the US Treasury Department to continue discussions concluding a FATCA IG
a TIEA with the USThey also attended a workshop on FATCA.

In the same vein, the TCI has taken the decision receritiyt@ r e af t er e n g

Government in the United Kingdom in negotiating and concluding an®dgernmental
Agreement that emulates the ifpe FATCA.

The TCI continues to negotiate TIEAs with jurisdictions that are inclined to concly
such an arrangements and have a further eleven TIEAs in various stages of negq
and has decided to explore a multilateral approach.

The Convention oMutual administrative Assistance in Tax Matter was extended tq
TCl in August 2013. The Tax Information (Exchange and Mutual Administrg
Assistance) Ordinance (“TIEO”) all ows
countries with whom it haa TIEA. By amendment in 2014, the TIEO also includes
party to any arrangement or convention relating to exchange of information or n
assistance in tax matters applicable to or entered into by the Turks and Caicos Islan
2014 amendmentssd allow for Automatic and Spontaneous exchange of informatio|

The 2014 amendment to the FSCO also expands information sharing capabili
spontaneous exchange of information.

Guidelines on MLA in Criminal and Civil Matters have been drafted and dissemina
the various authorities for comments.

None

37. Dual criminality
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38. MLA on
confiscation and
freezing

PC

(11th
FUR

The TCI Authorities
should establish

administrative

guidelines to
accompany legislate
provisions which

permit the rendering o
international assistanc
by the TCI, so as tq
ensure tha
international assistanc
is given in a promp
and efficient manner
Time frames relative tq
each proceduraktep,
and other
administrative  details
with respect to the
execution of
international requestg
should be formalised i
written guidelines or
standard operating
procedures.
Effectiveness  shoulg
not depend solely or
the commitment ang
efficiency of the ernty

or persons responsibl
for executing a reques
but on formal system
which can monitor ang
support such
efficiency.

The TCI hasprovidedmutual assistanciea a number of matters. The FGUW and the| None

Attorney General ' s Gdvanmerdof Faiwansuctessiully seiz,
the amount of $187,000 from a Taiwanese national who was indicted in Taiwan for h
and illegal arms dealing and transferred funds through the Bahamas into the Island
matter arose as a result of a SAR.

Additionally, a confiscation order against David Smith, a Jamaican national convic
relation to a regional ‘ponzi scheme’
companies. This was due to a joint effort between the FCU/FIU and tha &ttgr Ge
Chambers.

The Proceeds of Crime (Amendment) Ordinance 2010 provides for the recov
instrumentalities intended for use in or in connection with unlawful conduct through
forfeiture. It includes sections on freezing orders.

In paticular, The Proceeds of Crime Ordinance now contains as an additional objeg
the civil forfeiture regime, the recqd
has been used in, or in connection with, or is intended to be used inpaniction with,
unl awful conduct ”. A definition of t
of provisionsthat give effect to the recovery of tainted property.

Section 143 and 144 of POCO deals with international cooperation and allowtefoiaé
requests and orders, which include the Attorney General making an application
restraint order on behalf of an over
Chambers has successfully made on behalf of authorities from the United 6ta
America.

In January 2014 the United States offered to share forfeited funds. The assets in ¢
represented a portion of securities fraud proceeds forfeited following the recovery
proceeds from accounts in the Turks and Caicos Islatdbe FBI's request, the Turk
and Caicos Islands authorities restrained the accounts which eventually resulted
voluntarily repatriation of the monies to the United States for forfeiture.

This marked the first time that the United States shiaréeited assets with the Turks ar|
Caicos Islands. The funds as part forfeited proceeds of crime was placed in the r|
forfeiture fund.

The Prevention of Terrorism Ordinance came into force in October 2014. Part 3 of t
makes it an offence tose or possess property or engage in fundraising for the purpo
terrorism and to money launder terrorist property. It also provides a procedure for for
of terrorist property (Schedule 3) which includes the making of restraint order:
enforement of orders made in the United Kingdom and its Overseas Territorie
external orders made in other countries.

Guidelines on MLA in Criminal and Civil Matters have been drafted and dissemina
the various authorities for comments.

39. Extradition

The TCI authorities|
should seek to hav
extradition  requests

transmitted  directly|

Extradition requests are submitted to the UK by trgaytners and then sent to t
Governor. This procedure complies with the legal requirements of the treaties an
not cause a delay in attending to such requests.
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from the UK
Government to the TC
S0 as to ensure promy
and early attention tg
such requests.

40. Other forms of co
operation

PC

(gth
FUR

The TCI Authorities
should stipulate
specific standard
operating procedure
inclusive of targeted
time frames  with
regard to the executio
of requests for
assistance received b
foreign competent
authorities.

The FSC  should
consider enteringnto

MOUs with  other
foreign  supervisory|
authority to ensure thg
the  exchange o
information to combat
MU/FT can effectively
be executed with othe|
foreign jurisdictions.

The FSC Ordinance 2007 adequately allows for the exchange of information with f

regulators In 2009 the FSC dealt with four requests. These were handled expedif None

and no problems were encountered. Th
foreign supervisory authorities including Canada, Panama, the Cayman Islands, J
and a multindonal MOU with several regional jurisdictions. The MOUs are posted o
FSC' s website.

The 2009 Tax Information Exchange Ordinance (as amended) also provides a reg
the exchange of information between competeniorities for tax matters.

An Exchange of Information (EOI) Unit was created within the Ministry of Finance w
includes the Competent Authority’s d
functions relations to exchange of information for tax purposes pursuant to the TIE|
the EU Saving Directive. The EOI Unit has already entered into an MOU with the Att
General’'s Chambers and hopes to compl

TCI FSC prepared a Handbook setting out guidelines, which stipulate standard op
procedures for the processing of requests for assistance received by foreign co|
authorities. The Handbook has been ay
2013.

9 Special
Recommendation
S

SR.I Implement UN
instruments

PC

(11th
FUR

All the provisions of the|
United Security Council
Resolutions should b
fully implemented, for
example, authorising
access to frozen fund
for the purpose of
meeting theg
basic expenses an
certain fees in
accordance with UNSCH
1452,

The MLRA has already agreed to request the extension of relsgativns of the UK
Terrorist Financing Act and that was done by The Terrorist A3seizing etc. Act 201(
(Overseas Territories) Order 2011. Under the Order access to frozen funds tmnchag
be done by the issue of a license issued by the Governor under section 17.

Standalone legislation on CFT has been produced. Provisions in line with the 1999
Nations International Convention for the Suppression of the Financing of Terrares
included.

The Prevention of Terrorism Ordinance covers all the concerns of the S
Recommendations. 1to V.

1 Part 2 of the Ordinance deals with offences relating to membership in or s|
of a proscribed organization (listed in Schedule 1) twhie concerned with
terrorism.

1 Part 3 of the Ordinance makes it an offence to use or possess property or
in fundraising for the purposes of terrorism and to money launder ter
property. It also provides a procedure for forfeiture of terrqrisperty (Schedulg

3) which includes the making of restraint orders and enforcement of order

Continue to press the UK
to have convention
extended

80



TURKS AND CAICOS ISIANDS

in the United Kingdom and its Overseas Territories and external orders m
other countries

9 Part 4 is concerned with investigating terrorism and includsgers to search
premises, cordon an area, the ability to obtain orders production of mat
orders for explanations to be given, and orders to/against a financial institu
provide customer information or for an account monitoring. It also preiot
nontdisclosure of information relating to terrorism, tipping off and interfere|
with material would be offences.

1 Part 5 of the Ordinance deals with the power to search, arrest, detain and s
search. It also provides for the exercise ofélpsners at ports (Schedule 7). T
treatment of persons detained is in Schedule 8 which covers, places of det|
the right to legal advice, identification, fingerprinting and the taking of intin
samples. It also provides a procedure for the vewiiethe detention

1 Part 6 of the Ordinance covers further terrorist offences such as weapons tr|
directing terrorism, possession for terrorist purposes, and collection of inforn
and inciting terrorism overseas.

With the enactment of the Previemt of Terrorism Ordinance (No. 9 of 2014) in May 20
the process to get the Conventions extended to the TCI has been engaged once ag
TClI still awaits completion of the internal UK procedures.

SR.II Criminalize
terrorist financing

PC

(11th
FUR

The TCI Authorities
should review the|

penalty for
terrorism and
terrorist
financing

offences at theg
summary level to
determine
whether it
accords the spirit
and intent of the|
antiterrorism
legislation  and
indeed if these
sanctions are ir
fact effective
punishment ang
hence sufficiently
dissuasive.

Directing terrorism ag
an offence should b
defined in the laws of
the Turks and Caico
Islands.

The TCI Authorities

should consider|

The CounteiTerrorism (Terrorist Financing, Money Laundering a@értain Other
Activities: Financial Restrictions) (Turks and Caicos Islands) Order 2010 came into|
on March 18, 2010 and it includes provisions on CDD, reporting, enforcement, insp¢
and offences.

Provisionsin line with the 1999 United Nationdnternational Convention for th
Suppression of the Financing of Terrorism are included in Part Il oPteeention of
Terrorism Ordinancas mentioned above:

9 Part 3 of the Ordinance makes it an offence to use or possess property or
in fundraisirg for the purposes of terrorism and to money launder terr
property. It also provides a procedure for forfeiture of terrorist property (Sch
3) which includes the making of restraint orders and enforcement of order
in the United Kingdom andstOverseas Territories and external orders mad
other countries. The procedure also includes variation and discharge o
orders.

None
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amending the mens re
requirement for the
offences in the
Terrorism UN Order|
and the Al
so that they are
consistent with the
description set out ir|
the Anti-Terrorism
Order.

SR.IlII Freeze and
confiscate terrorist
assets

LC

1 The TCI should alsd

The TCl  should
establish

administrative systems
which complement the
CFT legislative
framework, such ag
standard operating
procedures which
outline time frames fo
certain processes t
take place.

Clear  administrative
guidelines as to whq
has responsibility for
the lists of suspected @
named terrorist ang
whether such lists arg
in fact circulated in the
TCI in order to alert
financial institutions of
suspected terroris|
whose accounts the
may be holding,
should be
implemented.

provide for authorizing
access to frozen fund
and assets fo the
payment of incidental
expenses when
freezing order is mad
and a persor
inadvertently affected by
a freezing order shoul
have a clear process
redress.

The Terrorist AsseFreezing etc. Act 2010 (Overseas Territories) Order 2011 which
into force on March 31, 2011and extended Part 1 of the UK Terrorist-Rsseting etc.
Act 2010 and Part 1 of Schedule 2 to that Act to the Turks and Caicos Islands.
sections 2 and 6 of the Act as modified by the Order the Governor is responsil|
designating persons connected to terrorist activities and provides a regime for notifi
of designations under sections 4 andfie duration of designations is provided for un
sections 4 and 8 and designations may be varied or revoked underSeriibd. Section
11-15 dealing with freezing of funds and economic resources; making funds or fin
services, or economic resources available to designated persons or for benefit of de
persons, provide for the freezing of assets by Fls wittielay.Access to frozen funds an
assets may be done by the issue of a license issued by the Gaveteorsection 17
Section 27 provides a procedure whereby any person affected by a decision pursua
Act (other than a designation) may seetiress. Similar provisions are also included
Orders in Council made in 2022015 which have been extended to the TCI relatin
Afghanistan, AlQaida, Iran, SyriasSudanSouth SudarlLibya, Somalia, Burma, the Ivor
Coast, Guinedissau, DemocraticPpol e’ s Republic of Kor

Sudan, Ukraine, Russia, Crimea and Sevastopol, Yeméthe Democratic Republic o
the Congo.

The Financial Intelligence Agency section 6 also empowers the FIA give notices
relevant financial instittion in the Islands, requiring it to freeze or not to make avail
any funds to any person specified in the notice.

The TCI Authorities will keep this matter under review but are of the view that the P
amply covers the freezing of funds for aoyminal conduct.The Proceeds of Crim
(Amendment) Ordinance 2010 amends Part Il of POCO to provide for the recov
instrumentalities intended for use in or in connection witawful conducthrough civil
forfeiture. It includes sections on freegiorders.

Standalone legislation on CFT has been produced in the form of the Prevent
Terrorism Ordinance. Provisions in line with the 1999 United Nations Internat
Convention for the Suppression of the Financing of Terrorism are included.

The Revention of Terrorism Ordinance in Part Il makes provisions relating to involve
in proscribed organizations, including membership in and support of prosg
organizations. As mentioned above the Part 3 of the Prevention Terrorism Ordinan
provides a procedure for forfeiture of terrorist property (Schedule 2) which include
making of restraint orders and enforcement of order made in the United Kingdom
Overseas Territories and external orders made in other countries.
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On March 18, 2016, the Cabinet approved the submission of the Prevention
Terrorism (Amendment) Bill 2016 to the next sitting of the House of Assembly
scheduled for April 18, 2016. This bill includes provisions relating to the insertion o
a new sectiorbA to make provision for the deproscription of an organisation declared
to be engaged in terrorism.

SR.IV Suspicious
transaction reporting

PC
(131_
11th
FUR

The reporting of STRg
with regard to
terrorism and  the
financing of terrorism
should include
suspicion of terrorist
organisations or thos
who finance terrorism.

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

These matters are for ongoing consideration of the MLRA. However, the MLRA
already agreed trequest the extension of relevant sections of the UK Terrorist Finar|
Act.

CounterTerrorism (Terrorist Financing, Money Laundering and Certain Other Activi
Financial Restrictions) (Turks and Caicos Islands) Order 2010 came into force on
18,2010 and it includes provisions on reporting.

Section 29 of the Code provides for
grounds for suspecting that a person is engaged or attempted to engage in
financing.

The proposed nesomprehensive anterrorism legislation is hoped to be in place by
end of the year, that should bring the TCI into full compliance with SR IV inclu
provisions to require the reporting of STRs with regard to terrorism and the financ
terrorismand suspicion of terrorist organisations or those who finance terrorism ¢

include an obligation to make a STR related to terrorism cover attempted transactid
A first draft of the Terrorism Bill 2013 was circulated to members of the MLRA ang
Judiciary in August 2013 for consideration. It is hoped that this Bill will be considerg
Cabinet in October and the House of Assembly in November 2013.

As mentioned above the Terrorism Bill includes provisions relating to making ST
relation terorist financing. It is anticipated that the Bill be approved in the House ¢
the end of April 2014.

The Prevention of Terrorism Ordinance (No. 9 of 2014) was passed in the Hol
Assembly on May 2% 2014 and is came into effect October 2014.

Amendments are being prepared to insert a provision in the Prevention of Terrorism
Ordinance relating the reporting of suspicion of involvement in a Terrorist
Organization.

On March 18, 2016, the Cabinet approved the submission of the Prevention

terrorism (Amendment) Bill 2016 to the next sitting of the House of Assembl
scheduled for April 18, 2016. This bill includes provisions relating to the reporting of
suspicion of involvement in a terrorism organization.

SR.V International
cooperation

LC

ThePrevention of Terrorism Ordinance in section 20 allows for disclosure of inform
relation to a terrorist offence for the purposes of the investigation of crime outsig
Islands or of criminal proceedings outside the Islands to an authority outsidgands
which is a foreign regulatory authority. It also provides a procedure for forfeitu
terrorist property (Schedule 2) which includes the making of restraint orderg
enforcement of orders made in the United Kingdom and its Overseas Tesritod
external orders made in other countries.

None
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Guidelines on MLA in Criminal and Civil Matters have been drafted and dissemina
the various authorities for comments.

SR.VI AML

requirements for
money and value
transfer services

PC

(81h
FUR

9 In order to execute th

The FSC  should
establish contact with
the money service
providers’
start the licensing
process of the relevar]
companies.

The FSC should asseg
the current level of
compliance with
AML/CFT rules and
regulations by the
money service
provider and develop §
plan to improve the|

current  compliance
level.

The FSC  should
develop  guidelines

issue instructions an
provide for training to
guide money servicd
providers into the
effective execution of
their  responsibilities
under the recently
enacted AMLU/CFT
legislative framework.

abovementioned, th
FSC should
appropriately
resource a departmet
within the
Commission that ig
responsible for the
effective execution of
the MTO.

The licensing of money service providerssHaeen completed. A supervisory regi
including the issuance of guidelines
standards and a programme of onsite inspection has also been instituted.

A unit within the FSC’ srediedantdis regponsibtedoat
effective implementation of money service providers under the legislative framewo

POCO and AntMoney Laundering and Prevention of Terrorist Financing Regulat
now include a regulatory regime for DNFBPs and a DNEBPervisor.

The FSC has provided training to guli
responsibilities under the recently enacted AML/CFT legislative framework. This tra
was first conducted in September 2010.

As mentioned above, tHeSC hassommenced a programme of onsite reviews of Mo
Transmitters and by the end of tfeQuarter of financial year 2013 had completed a cy
of onsite inspections. A component of these examinations related to the licg
AML/CFT compliance. The Managemie Report produced by the FSC sets
recommendations to improve compliance levels and states timelines by which thes
be achievedThe FSC has also introduced quarterly reporting as a part of its @
supervisory programme. Deficiencies are manaitl on a risk focused basis.

None

SR.VII Wire transfer

rules

NC

PC

1

It is recommended tha
the TCI review its
legislative and
regulatory provisions tq
take consideration of al
requirements  of thg
recommendation

POCO and AntMoney Laundering and Prevention of Terrorist Financing Regulat
now includes a regulatory regime for DNFBPs and a DNEBpervisor.

Part 9 of the AntMoney Laundering and Prevention of Terrorist Financing Code ¢
effect to SRVII concerning wire transfers.
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(6th
FUR

particularly ~ domestic,
crossborder and non
routine wire transfers
Additionally, TCI should
review its legislative and
regulatory framework tq
ensure that there i
monitoring of
compliance by financia
insinuations and  thg
implementation of
effective, proportionats
and dissuase sanctions
for noncompliance with
SR VII.  Appropriate
legislation should bg
enacted as soon g
possible.

Section 118 (5) of POCO (2014 Revision) provides that a Code issued under P(
subsidiary legislation and haslif legislative effect. This position in confirmed in tl
guidance to section 3 of the Code. The Code is enforced by thénF&€ordance with
section 33 of Financial Services Commission Ordinance which sets out a number of
that can be taken e FSC including the imposition of a financial penalty. The H
takes enforcement action and issues administrative penalties against licensed er
accordance with the Financial Services (Financial Penalties) Regulations made on
29, 2010. Section 49 of the FSCO (2014 Revision) provides that any financial pe
issued constitutes a civil debt enforceable by court action.

The FSC has since June 2015 commenced a process of reviewing whether licensg
adequate controls in place with eed to the wire transfer instructions (inward &
outward). The Commission requested details of relevant procedures from the b
sector and this review of such procedures is underway.

To date two of the three major retail bank have procedures aptable level of detail
The third has just submitted their own procedures which is now under review.

SR.VIII Nonprofit
organizations

NC

PC
(10"
FUR

TCl should consider
the review of their
legislative framework
to provide for laws ang
regulations that relatg
to counter arrest th
possible abuse o
NPOs for the financing
of terrorism.

The TCI Authorities
should ensure thg
regulatory bodies mak
their regulated entities
vigilant of the risks for
abuse of noprofit
organizations for the
purpose of financing
terrorism.

NPOs in the TCI shoulg
be required to maintair
information on the
purpose and objective|
of their stated activitieg
and on the persons wh
own or control or direct
those activities and
make such informatior|
available to theublic.

The TCI Authorities
should ensure that ther

A new section 148S has been added to POCO wgrimbides for the appointment of g
NPO Supervisor.

The POCO was amended in January 2013 to give the Governor power to make reg
that would create a regulatory and su

supervisory framework for NPOs wer e made in March,
sanctions against NPOs that do not comply with AML/CFT oversight measures
regul ations include requirements for

objectives of their stated activitias well as other essential information for a minimun
five years.

The Companies (Amendment) Ordinance 2012 was enacted on October 10, 2012
allows for the establishment of Nédtrofit Companies.

A Proceeds of Crime Amendment Ordinance has been drafted which will enah
establishment of a supervisory regime for Ntmofit Organisations. This along with th
NPO Regulations have beeapprovedby the Advisory Council (equivalent to Cabine
on October 3, 2012 and is anticipation to be enacted in November 2012, after th
Ministerial Government takes office. The Regulations includes sanctions against
that do not comply with AML/CFT oversight measures.

An amendment to the Companies (FeRegulations was also made in March 2013
insert new fees into the schedule in relation to-Roofit companies.

These four bits of legislation came into operation on April 1, 2013. The head of the D
Department of the FSC will also function as MO Supervisor.

Working with the FSC, theCU is to ensure that all NPOs are made aware of the re
procedures for reporting suspicious transactions.

Al | known NPO's are aware of their r¢g
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T A specific point of

are sanctions in plac
against NPOsthat do
not comply  with
AML/CFT  oversight
measures.

NPOs should be
required to maintain thq
relevant required
information on
domestic and
international financial
transactions  for ¢
minimum period of five
(5) years and make sug
information available to
the relevant law|
enforcement authoritie
such as the FCU.

The FCU should ensur
that all NPOsare made|
aware of the reviseq
procedures fon
reporting  suspicioug
trans|ctions.

The FCU should revisé
its training programme
to include AML/ CFT
training for NPOs.

contact  should be
established with regar
to international reques
for information on
NPOs.

NPO registration has commenced and deadliredeadline for registration set by law
March 31, 2014. Additionally, NPO' s
required by the amendment to the Companies Ordinance to indicate whether th
continue as a NePRrofit Company (NPC). Suatompanies are also making the chance
comply with the recent amendments rel
requirements. Al new NPC’s must meet
Again, companies operated as famofit associations before the amendment and wh
elect to continue as a NPC must elect and comply with the new requirements by Ma|
2014. Those associations which were incorporated as companies, which do not

with the requirements and make the electiy March 31, will be struck off the Registg
The Registry is to work with Government to ensure that various Government Depar
are aware of the changes and now req

NPO Supervisor is also underwaydahe deadline for registration is also March 31, 20
The NPO Supervisor has through the local media conducted various awarenes
actions. Banks and other financial institutions have also commenced requesti
registration certificate issued liye FSC as a part of its ongoing due diligence measu

As a result of further representations and consultations with NPOs on August 27,
Cabinet has agreed to extend the period, by 3 months, fePhigih Organisations (NPOs
to register with thé-inancial Services Commission from 31 August to 30 November.
extension is being provided to enable consideration by Cabinet of submissions reg
from NPOs on the existing NPO legislation and the proposed amendments thereto.

The FIA continually parters with the FSC and other stakeholders in facilitating the va
AML/CFT seminars and workshops which now include representatives of N
Additionally, training has been provided as part of the National Risk Assessment pr|

The NonProfit Orgarsation (NPO) Regulations 2014 came into force in November 2
with the exception of Part V which cited the enforcement action available to the
Supervisor. The FSC, Attorney Gene
review this issue. A méag is planned in November 2015 at which time it is expe
that the outstanding issues will be resolved.

The deadline for registration of existing NPOs wa¥ Eebruary 2015. To date 12
applications to register have been received from existing NPOs.

Non Profit Companies

After consultation with the private sector throughout 2014 the Companies (Amend
(No2) Ordinance 2014 was published in the Gazette dh Ntvember 2014 with
commencement on the same damncerns of the private sector wittgard to element
of the Companies (Amendment) Ordinance 2012 were addressed.

SR.IX Cash Couriers| NC o The MLRA at its January 2011 meeting recommended that the Immigration Depa
The Immigration | sphould seek to establish MOUs with Immigratiosprtments in other jurisdictions ar
Department  should that the Customs Department should notify other countries when there is an u
LC seek to estat?llsr movement of gold, precious metals or previous stones fronjihisitictions. This is being
(1on MOUs with | kept under review by the MLRA.
FUR Immigration
)
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Departments in othe
jurisdictions.

The TCI Authorities
should notify other
countries when there i
an unusual movement
gold, precious metals 9
precious stones fron|
their jurisdictions
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