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PREFACE - information and methodology used
for the evaluation of Grenada

1. The evaluation of the anti-money laundering (AML) and combating the financing of
terrorism (CFT) regime of Grenada® was based on the Forty Recommendations 2003 and the Nine
Special Recommendations on Terrorist Financing 2001 of the Financial Action Task Force
(FATF), and was prepared using the AML/CFT Methodology 2004°. The evaluation was based
on the laws, regulations and other materials supplied by Grenada, and information obtained by the
evaluation team during its on-site visit to Grenada from 20 — 31 October 2008, and subsequently.
During the on-site the evaluation team met with officials and representatives of all relevant
Grenada government agencies and the private sector. A list of the bodies met is set out in Annex
XX to the mutual evaluation report.

2. The evaluation was conducted by an assessment team, which consisted of members of
the CFATF Secretariat and CFATF experts in criminal law, law enforcement and regulatory
issues: Ms Heidi-Lynn, Senior Legal Counsel, Nevis Island Administration (legal expert), Mrs
Sandra Taylor, Director 111, Bank of Jamaica (financial expert), Ms Simone E. Martin, Ag Deputy
Director Financial Services Commission, British Virgin Islands, (financial expert), Mr. Troy
Lamontagne, Detective Corporal, Royal St. Lucia Police Force (law enforcement expert) and Mr.
Roger Hernandez from the CFATF Secretariat. The experts reviewed the institutional framework,
the relevant AML/CFT laws, regulations, guidelines and other requirements, and the regulatory
and other systems in place to deter money laundering (ML) and the financing of terrorism (FT)
through financial institutions and Designated Non-Financial Businesses and Professions
(DNFBP), as well as examining the capacity, the implementation and the effectiveness of all
these systems.

3. This report provides a summary of the AML/CFT measures in place in Grenada as at
the date of the on-site visit or immediately thereafter. It describes and analyses those measures,
sets out Grenada’s levels of compliance with the FATF 40+9 Recommendations (see Table 1),
and provides recommendations on how certain aspects of the system could be strengthened (see
Table 2).

L Al references to country apply equally to territories or jurisdictions.
2 As updated in June 2008.



Executive Summary

1. Background Information

1. The Mutual Evaluation Report of the Grenada summarises the anti-money
laundering/combating the financing of terrorism (AML/CFT) measures in place at the time of the
on-site visit (20-31 October, 2008). The report evaluates the level of compliance with the FATF
40 + 9 Recommendations (see attached table on Ratings of Compliance with FATF
Recommendations) and provides recommendations for enhancing the AML/CFT regime.

2. The State of Grenada consists of three islands situated between the Caribbean Sea and the
Atlantic Ocean, 12.7 degrees north latitude and 61.4 degrees west longitude. According to the
last population census in 2001, Grenada has a population of 103,137 persons. It is a
parliamentary democracy closely modeled on the British Westminster model with a bicameral
legislature. Grenada’s judicial system is based on the English system, including the principles
and practice of English common law. In 2007, the gross domestic product of Grenada was
EC$1,775 million (US$657 million). The main industries are tourism, construction and
agriculture.

3. The financial sector in Grenada is small and lacks the sophistication of large and more
developed jurisdictions. As at July 31, 2008, there were five commercial banks (four of which
are subsidiaries or branches of large regional or foreign banks), fifteen credit unions (most of
which are small workplace or community based credit unions), twenty four insurance companies,
three money remitters, one building society and one Government owned Development Bank.
While there is legislation providing for the establishment of offshore financial entities, at the time
of the mutual evaluation, none were licensed or operational.

4. The Supervisory Authority is the committee responsible for advising the Minister of
Finance on matters relating to money laundering and financing of terrorism. Other bodies of the
institutional framework include the Ministry of Legal Affairs which is responsible for drafting
laws pursuant to money laundering and financing of terrorism, the Financial Intelligence Unit
(FIU) which is responsible for receiving, analyzing, obtaining and disseminating information
which relates or may relate to the proceeds of the criminal offences, and the Office of the Director
of Public Prosecutions (DPP) which is responsible for the prosecution of all criminal offences
including money laundering and terrorist financing crimes.  Financial regulatory authorities
include the Eastern Caribbean Central Bank (ECCB), the Grenada Authority for the Regulation of
Financial Institutions (GARFIN) and the Eastern Caribbean Securities Regulatory Commission
(ECSRC).

5. The Government of Grenada has sought to establish a regime and mechanisms to prevent
and detect money laundering and terrorist financing and their attendant problems. The initial
emphasis on conventional financial institutions has been extended to include insurance companies
and other non bank entities and DNFBPs. GARFIN was created in 2007 and empowered to
regulate and supervise all non-bank financial entities including the offshore sector and money
service businesses. Additionally, the whole regime against money laundering and terrorist
financing is being strengthened by a number of new initiatives including the review and
enactment of new legislation, strengthening of administrative institutions and public awareness
campaigns.



2. Legal Systems and Related Institutional Measures

6. Money laundering has been criminalized under the Money Laundering (Prevention) Act,
1999 (MLPA) and the Proceeds of Crime Act, 1992 (POCA 1992) and the Proceeds of Crime
Act, 2003 (POCA 2003). ML offences include receiving, possessing, concealing, disposing of,
importing or exporting proceeds of criminal conduct. The physical and material elements of the
ML offence do not include the prohibition of certain controlled drugs as required by the Vienna
Convention. While the money laundering offences are applicable to all indictable offences,
trafficking in human beings and migrant smuggling, counterfeiting and piracy of products,
environmental crime and piracy or terrorist financing offence of providing or receiving money or
other property in support of terrorist acts are not criminalized in Grenada.

7. The offence of ML extends to any type of property and applies to persons who commit
the predicate offence. Criminal liability extends to legal persons and proof of knowledge can be
drawn from objective circumstances. The ancillary offences to ML include attempting,
instigating, counselling, procuring, aiding and facilitating the commission of the offence. The
low number of ML prosecutions suggests an ineffective implementation of the legal framework.

8. Terrorist financing is criminalized under the Terrorism Act 2003 (TA). The components
of the terrorist financing offence include the receipt, possession or provision of funding intended
for or reasonably suspected to be used to support terrorist acts or a proscribed organization. The
provision and collection of funds for an individual terrorist is not criminalized. Funds are defined
in accordance with the TF Convention. Objective factual circumstances may be used to prove
intent and both natural and legal persons are subject to criminal sanctions. While a range of
secondary offences are covered and terrorist financing offences are predicate offences for ML, the
terrorist financing offence of fund-raising is not subject to any sanctions and therefore is not a
predicate offence for money laundering. Additionally, the terrorist financing offence of fund-
raising does not apply regardless of whether the person alleged to have committed the offence is
in the same country or a different country from the one in which the terrorist/terrorist
organization is or the terrorist act occurred or will occur. There is no evidence of terrorists in
Grenada and there have been no cases of terrorist financing in Grenada.

0. Provision is made for confiscation, freezing and seizing of the proceeds of crime under
the POCA 1992, POCA 2003, and the MLPA. Confiscation of instrumentalities used in or
intended for use in the commission of ML or other predicate offences is allowed. Confiscation is
not targeted on specific assets as it is value-based. Provisional measures include the freezing
and/or seizing of property to prevent any dealing, transfer or disposal of property subject to
confiscation. Law enforcement agencies have powers to identify and trace property and the rights
of bona fide third parties are protected. At the time of the mutual evaluation visit, the number of
cases and the amounts of property forfeited suggest ineffective implementation of the forfeiture
and freezing regime.

10. Freezing of funds used for terrorist financing, and funds and assets of specific criminal
and terrorist organizations is included within the domestic laws of Grenada. However, there is no
provision for the freezing of terrorist funds or other assets of designated persons in accordance
with S/RES/1267(1999) and S/RES/1373(2001). There is provision to give effect to foreign
freezing orders and a need for clear guidance to be issued to financial institutions concerning their
obligations in taking action for freezing accounts in relation to the circulated lists of terrorists



and/or terrorist organizations. While the TA provides for application by affected persons to have
restraint orders varied or discharged, there is no explicit provision authorizing access to funds or
other assets that were frozen via restraint orders in accordance with S/RES/1452(2002). The
rights of bona fide third parties are protected. While the Attorney General has the exclusive
authority to de-list proscribed organizations and terrorists listed in the Schedule to the TA, there
is no requirement that these procedures are publicly known. Furthermore, there is no mechanism
available where victims of offences committed under TA are compensated consistent with the
Terrorist Financing Convention. No terrorist funds have been discovered in Grenada.

11. The FIU was established by the Financial Intelligence Unit Act (FIUA) in 2003 with its
main function including receiving, obtaining, investigating, analyzing and disseminating
information which relate to a financial offence or the proceeds of the offences under POCA. The
FIU receives suspicious activity reports (SARs) from various reporting institutions and has access
to a number of databases. The FIU has the authority to request information from any source to
fulfill its functions. The FIU is an autonomous body and while it is dependent on the
Government for its finances, there is nothing to suggest that the budget can be used as a means to
affect or interfere with the operation of the unit. The staff of the FIA is highly professional and
has received training in ML, TF and criminal intelligence analysis. As a member of Egmont, the
FIA freely exchanges information with its Egmont partners. While annual reports are legally
required to be published, no typologies are included in these annual reports. The decline in the
number of closed investigations and the total number of ongoing investigations suggests that the
FIU is not performing effectively.

12. The responsibility for investigating serious crimes and criminal offences including ML
and TF rests with the Royal Grenada Police Force (RGPF). An unofficial/informal group known
as the “Task Force” incorporating the Criminal Investigation Department (CID), the Drug Unit,
Special Branch, Customs Department and other units meets monthly to co-ordinate efforts. The
RGPF has the authority to trace, indentify and confiscate assets where applicable. While there
are no legislative measures for law enforcement authorities to waive or postpone the arrest of
suspected persons and or seizure of money, these techniques are used after consultation with the
Office of the DPP. The RGPF is currently challenged by resource constraints due to insufficient
financial and technical expertise and training. The Immigration Unit is an entity within the RGPF
with the responsibility of policing the eight ports of entry. While the number of officers involved
in breaches of discipline and criminal activity give cause for concern about the integrity of the
RGPF, a large number of the disciplinary actions were minor in nature and reflect the RGPF’s
zero tolerance policy.

13. The power of the DPP is vested under the Constitution, which provides for the complete
independence in the exercise of powers conferred by the Constitution. The DPP’s office is
responsible for the prosecution of all criminal offences in Grenada including ML and FT matters.
Confiscation, freezing and forfeiture of criminal proceeds fall within the scope of the office. The
DPP’s office has four professional and two clerical members of staff. The office of the DPP has a
good relationship with the RGPF which seeks advice from time to time during the investigation
and the prosecution of cases. Staff has been trained in techniques relevant to the prosecution of
AML/CFT matters.

14. At the time of the mutual evaluation, Grenada had in place a disclosure system requiring
persons making cross-border transportation of currency or bearer negotiable instruments to make
a truthful disclosure upon request by a customs officer. Customs officers have the authority to
make enquiries of travelers and can confiscate cash suspected of being related to criminal
activity. Information obtained from false declarations and disclosures are retained for use by the



appropriate authorities.  Although Customs, Immigration and other related authorities meet
monthly to discuss issues, there is no indication of any organized or structured method of co-
ordination. While the sanction for false disclosure/declaration is proportionate, it is not effective
or dissuasive. No information as to the system or manner of storage of reports relating to cross-
border transportation of currency or the number of cross-border disclosures or the amount of
currency involved was made available to the assessors. A small number of customs officers have
been exposed to training in financial investigation techniques.

3. Preventive Measures — Financial Institutions

15. The POCA, 1992 and POCA, 2003, the Proceeds of Crime (Anti-Money Laundering)
Regulations, 2003 (POCAMLR) and the Anti-Money Laundering Guidelines (“Guidelines”)
provide the framework for customer due diligence (CDD) requirements for regulated (natural and
legal) persons in the financial sector. The POCA and ancillary POCAMLR impose obligations
on financial institutions and persons engaged in relevant business activities as defined in the First
Schedule to POCA. The financial institutions and relevant business activities in the First
Schedule cover all listed FATF financial institution activities and DNFBPs except for trust and
company service providers. The Guidelines were issued pursuant to section 50(1) (b) of POCA
by the Supervisory Authority to the regulated financial services sector and some DNFBPs. The
examiners were advised that the Guidelines were not legally enforceable and paragraph 60 of the
Guidelines states that “these Guidelines are not mandatory or exhaustive”.  As such, the
Guidelines have not been treated as other enforceable means.

16. CDD measures include customer identification, beneficial ownership and timing of
verification requirements and procedures to deal with failure to satisfactorily complete CDD. The
main shortcomings are that substantive requirements are either not set out in law or enforceable
means as required by the FATF standards or are not addressed. Effective implementation of
AML/CFT measures by interviewed financial institutions was uneven at best. No specific
requirements for PEPs over and above special attention and increased monitoring are outlined.
None of the criteria relating to correspondent banking have been addressed. With regard to new
technologies, there was no specific requirement for financial institutions to have policies to
prevent misuse of technological developments in ML or TF or address risks associated with non-
face to face business relationships or transactions.

17. Obligations for introduced business are general in nature and do not include most of the
specific FATF requirements. Additionally, these obligations are set out in the non-mandatory
Guidelines. There are no financial secrecy laws in Grenada. Legislation provides for competent
authorities to access and share information locally and internationally as required by their
functions. There is a comprehensive framework of international co-operation and procedures to
assist foreign judicial, law enforcement, prosecutorial, and regulatory authorities. There are no
restrictions on the sharing of information between financial institutions.

18. Record keeping requirements are extensive and generally observed. However, there is no
requirement for account files and business correspondence to be maintained for at least five years
after the termination of an account or business relationship. Wire transfer measures are limited to
record keeping and monitoring and do not include most FATF requirements. These measures are
set out in the non-mandatory Guidelines.
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19. Financial institutions are required to maintain records on the activities relating to
complex or unusual large transactions or unusual patterns of transactions which do not have any
apparent economic or visible lawful purpose. However, there is no requirement to examine these
transactions and set forth the findings in writing and keep those findings available for at least five
years. While financial institutions are required to carry out enhanced CDD in relation to
customers from countries which do not or insufficiently apply the FATF Recommendations, this
requirement is set out in the Guidelines which is not enforceable. While the Guidelines includes
a list of countries which are deemed to have AML regimes equivalent to Grenada there are no
measures to ensure that financial institutions are advised of concerns about the weaknesses in the
AML/CFT systems of other countries. Additionally, there is no requirement for the examination
of transactions with no apparent economic or visible lawful purpose from countries which do not
or insufficiently apply FATF Recommendations and making available the findings of such
examinations to assist competent authorities.

20. Section 48(3) of the POCA, 2003 places a statutory requirement on financial institutions
to report suspicious transactions or activity that could constitute or be related to money
laundering or the proceeds of criminal conduct. While money laundering offences are applicable
to all indictable offences, trafficking in human beings and migrant smuggling, counterfeiting and
piracy of products, environmental crime and piracy or terrorist financing offence of providing or
receiving money or other property in support of terrorist acts are not criminalized in Grenada.
While legislation requires that all suspicious transactions be reported and thereby includes
attempted transactions, this requirement is not explicit. There are also no specific provisions
requiring that all suspicious transactions be reported regardless of the amount of the transactions
or whether they are thought to involve tax matters. The language of the legislative provision for
the reporting of the suspicion of terrorist financing is discretionary and the reporting obligation
does not include funds used for terrorism or by terrorist organizations or those who finance
terrorism. The deficiencies noted with regard to attempted ML transactions, the amount of the
transactions and whether they involve tax matters are also applicable to TF transactions.

21. Financial institutions and their directors, officers and employees are protected from both
criminal and civil liability for reporting SARs in good faith. The safe harbour provision is
extended to the FIU, its Director, officers and personnel in discharging their functions. Legal
provisions establish a tipping off offence with regard to money laundering investigations and
disclosures made to a police officer or to an appropriate person. Disclosures about suspicious
transaction reporting regarding money laundering to the FIU are not offences. The tipping
offence with regard to terrorist financing complies with FATF requirements. No evidence was
presented to the examiners at the time of the mutual evaluation that the authorities had considered
the feasibility and utility of implementing a system where financial institutions report all
transactions in currency above a fixed threshold to a national central agency. The FIU has not
provided consistent feedback on suspicious transactions reports filed by financial institutions.

22. The requirements for internal procedures, policies and controls in the Guidelines
incorporate some of the FATF criteria such as designation of an AML/CFT compliance officer at
management level, access to CDD information by compliance staff and implementing screening
procedures to ensure high standards when hiring employees. However, these requirements are
not enforceable. Other FATF requirements including the establishment of internal procedures,
policies and controls to prevent money laundering and financing of terrorism, maintenance of an
adequately resourced and independent audit function and ongoing staff training are not addressed.
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23. The requirement for financial institutions to ensure that their foreign branches,
subsidiaries or representative offices observe anti-money laundering and counter terrorist
financing measures consistent with Grenada is not enforceable. There is no requirement for
financial institutions to pay particular attention that consistent AML/CFT measures are observed
with respect to their branches and subsidiaries in countries which do not or insufficiently apply
the FATF Recommendations and no requirement for branches and subsidiaries of financial
institutions in host countries to apply the higher standard where minimum AML/CFT
requirements of the home and host countries differ. Additionally, financial institutions are not
required to inform their home country supervisor when a foreign branch or subsidiary is unable to
observe appropriate AML/CFT measures because this is prohibited by local laws, regulations or
other measures.

24, While there are legislative requirements for licensing financial institutions under the
Offshore Banking Act (OBA) and the Banking Act (BA), there is no effective prohibition on the
establishment and licensing of shell banks. There are no legislative provisions applicable to
financial institutions to prevent them from entering into or continuing correspondent relationships
with shell banks or requiring financial institutions to satisfy themselves that respondent financial
institutions in a foreign country do not permit their accounts to be used by shell banks

25. While the Supervisory Authority has the overarching responsibility for ensuring
AML/CFT compliance, the effective discharge of this responsibility is done by the regulatory
authorities the ECCB, GARFIN and the ECSRC. The ECCB is the regulatory authority
responsible for the on and off-site supervision of commercial banks in Grenada. The ECSRC
oversees the development and regulation of the regional securities market, licensees persons
engaged in securities business and monitors and supervises such business. The GARFIN is
responsible for the supervision of the non-bank financial sector.

26. The ECCB is responsible under the BA for all licensing, enforcement and administrative
decisions with respect to all commercial banks in Grenada. At the time of the mutual evaluation
there were six (6) licensees under the supervision of the ECCB. The Bank Supervision
Department of the ECCB s responsible for carrying out regulatory functions. Members of staff
are duly qualified and must be fit and proper to hold their posts. In addition to in-house training
sessions organised throughout the year, staff have been exposed to AML/CFT training workshops
and seminars held regionally and internationally. Under the BA, the ECCB can conduct
inspections and demand information from its licensees. The ECCB carries out risk based
examinations based on findings and signals from the off-site review. The number of full-scope
and AML/CFT examinations conducted in Grenada by the ECCB in the last four years was two
and four respectively.

217. The ECSRC operates under the provisions of the Securities Act (SA). One company is
licensed as a broker/dealer under the SA. Under the SA, the ECSRC can inspect the records and
documents of securities businesses. The ECSRC may delegate any of its duties and in this regard
the ECCB provides staff to undertake the technical work of the Commission.

28. GARFIN is responsible for the administration of the GARFIN Act as well as eleven (11)
statutes governing the licensing and regulation of the non-bank financial sectors. This sector
includes credit unions, insurance companies, international business companies and money
services businesses. GARFIN was established in March 2008 and at the time of the mutual
evaluation, was implementing a prudential reporting system for its regulated institutions. Under
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its governing statute, GARFIN has the power to compel access to all records of its licensees.
Since its inception, GARFIN has conducted focused reviews of three (3) small credit unions and a
full scope inspection of a larger credit union. The reviews largely looked at compliance with the
governing laws.

29. Under the provisions of the BA, significant shareholders, directors or senior management
of commercial banks are subject to due diligence checks by the ECCB to determine whether they
are fit and proper. Similar requirements are stipulated in the OBA. While there is a requirement
that the ECSRC be notified about the changes in directors and substantial shareholders, there is
no indication in the law that fitness and probity checks on directors, shareholders, management of
licensees, is a requirement. Similarly the GARFIN Act appears silent on the conduct of “fit and
proper” tests for licensees.

30. In general, criminal sanctions are available for offences under the POCA, 2003 and the
MLPA, 1999 and are applicable to all natural and legal persons. The only supervisory authority
which is able to impose enforcement actions for AML/CFT breaches is the ECCB under the BA.
These can be imposed under the provisions dealing with unsafe and unsound practices and
violation of laws, regulations or guidelines. This can result in the ECCB issuing a written
warning, instituting a program of remedial action or issuing a cease and desist order or direction
or recommending the restriction/variation or revocation of an institution’s licence. The GARFIN
Act does not provide for any ladder of enforcement (e.g. order to cease and desist) for GARFIN
and the sanctions under the various pieces of legislation are not thought to be dissuasive enough.
Under the SA, the ECSRC can impose sanctions in appropriate circumstances. However, none of
the aforementioned regulatory specific Acts have specific sanctions or enforcement powers for
failure to comply with AML/CFT recommendations.

31. GARFIN is the sole designated authority for the licensing of money value transfer
(MVT) operators. The three money transmission companies in Grenada have been duly licensed
by GARFIN. MVT operators within Grenada are not subject to any reporting requirements or
other prudential filings to GARFIN. Onsite inspections, subsequent to the licensing of MVT
operators have not been conducted by GARFIN. GARFIN anticipates the introduction of
prudential return filing for MVVT operators by December 2008 and onsite inspections in 2009.
While there is no specific requirement for MVT operators to maintain a current list of its agents,
GARFIN has been provided by each licensed MVT operator with a list of its outlets and agents.
While the GARFIN Act allows GARFIN the power to grant or revoke a licence, the only
administrative penalties are fees and penalties for late filing of reports. The range of disciplinary
and financial sanctions is not sufficiently broad to encompass a variety of enforcement actions
commensurable to the severity of the situation.

4. Preventive Measures — Designated Non-Financial Businesses and Professions (DNFBPs)

32. DNFBPs are required to comply with the AML/CFT obligations of POCA, 2003, the
MLPA and the Guidelines. The DNFBPs include all entities required by the FATF except for
dealers in precious metals and precious stones. Deficiencies noted with regard to the AML/CFT
regime for financial institutions in relation to specific Recommendations are also applicable to
DNFBPs. No framework has been put in place to ensure that DNFBPs comply with AML/CFT
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requirements or a designated regulatory/supervisory body appointed with the responsibility.
Interviewed DNFBPs expressed concerns and the need for further clarification regarding their
obligations under the current AML/CFT regime.

5. Legal Persons and Arrangements & Non-Profit Organisations

33. The Registrar of Companies maintains a register of companies incorporated under the
Companies Act (CA). The CA provides for the incorporation of domestic, external and non-
profit companies. The Registrar is also responsible for the functions of the Registry of Courts,
Registry of Lands and any other matters that must be formally registered. The Registry of
Companies includes incorporation documents, changes in directorship and annual returns and is
accessible to competent authorities and the public. There is no requirement to file information on
a company’s beneficial owners at the time of incorporation. Information on beneficial owners
would be contained in the annual returns. However, there is no mechanism to ensure the timely
filing of annual returns and there is no requirement to notify the Registrar immediately about
changes in beneficial owners. The examiners were advised that a significant number of
companies do not file annual returns as required. Resources for the effective and efficient
operations of the registry functions were inadequate. Instances of files missing and a backlog of
work would impede timely access to current information on particulars of companies.

34. While the International Companies Act (ICA) allows international business companies
(IBCs) to have bearer shares, these shares are required to be held by a bearer share agent.
Additionally, IBCs that carry out financial services businesses are not allowed to issue bearer
shares. However the Grenadian authorities have failed to demonstrate that these measures have
been adhered to and as such it is difficult to assess whether the measures are adequate and
effective to ensure that bearer shares are not misused for money laundering.

35. There is no central filing requirement for trusts and no register of all trusts in Grenada.
The incidents of trusts are extremely rare and the examiners were advised that a private trust
would not be registered with the Registrar of Companies but the documents would be maintained
by an attorney. The Guidelines require trustees to obtain individual verification information at a
minimum on settlors, beneficiaries, protectors, and information on the purpose and nature of the
trust and source of funds. However, the Guidelines are not enforceable. While Grenada has an
International Trusts Act which provides for the creation and regulation of international trusts and
related matters, there are no international trusts registered under the Act and none are envisaged
until the legislation is completely reviewed.

36. The authorities in Grenada have informed the examiners that the country has not
reviewed the adequacy of domestic laws in relation to non-profit organisations (NPQOs) to
determine whether they are (i) susceptible to being used by terrorist organisations or (ii)
particularly vulnerable to terrorist activities. The authorities further advised that there has been no
outreach to the NPO sector as it is very small and the risk is considered minimal. It is not
mandatory for NPOs to be registered as companies under the CA. However, the CA allows for
their incorporation once the Attorney General approves their articles on the determination that the
company qualifies for the status of NPO. Provisions relevant to the identification of persons who
own, control or direct company activities and filing requirements are the same as those for
domestic companies. The Registrar’s office does not conduct periodic checks on companies’
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filings to ensure that information is accurate. There are no specific requirements for NPOs to
maintain records of international transactions for a period of at least five years. There is no
investigative expertise with regards to examining NPOs suspected of either being exploited by or
actively supporting terrorist activity.

6. National and International Co-operation

37. The main body which deals with money laundering and combating the financing of
terrorism issues on a national level is the Supervisory Authority. The Supervisory Authority’s
role is articulating Government’s AML/CFT policies to relevant members of the public,
reviewing the money laundering and financing of terrorism situation and giving advice for
necessary action to the Minister of Finance. Members of the Supervisory Authority include the
DPP and the COP, the Executive Director of GARFIN as well as the Permanent Secretaries in the
Ministry of Finance and the Ministry of National Security. The composition of the Supervisory
Authority allows for some measure of consultation between competent authorities. It is noted
that the Attorney General is not a member of the Supervisory Authority. The Supervisory
Authority empowered by POCA, 2003 meets monthly to review the money laundering and
financing of terrorism situation and give advice for necessary action to the Minister of Finance.

38. An action task force has been established including heads and representatives of all law
enforcement and other pertinent entities involved in the fight against money laundering.
Discussions are held on financial crimes etc and information sharing also takes place at these
meetings, which are held monthly. Information shared between domestic agencies is primarily for
intelligence purposes. With regard to consultation with financial institutions there seems to be
no system in place to allow for greater and continuous consultation between the Supervisory
Authority, GARFIN, the FIU and institutions subject to AML/CFT measures.

39. Grenada acceded to the Vienna and the Palermo Conventions on December 10, 1990 and
May 21, 2004 respectively. The Terrorist Financing Convention was acceded to on December
13, 2001. Most of the provisions of the Conventions have been incorporated in legislation.
However, not all predicate offences of money laundering have been criminalised. Additionally,
the legislation covering terrorist financing does not cover all the activities required to be
criminalised in accordance with the Convention and there is no evidence of implementation of the
United Nations Security Council Resolutions relating to the prevention and suppression of
terrorist financing (S/RES/1267(1999) and (S/RES/1373(2001).

40. Assistance can be provided for the full range of mutual legal assistance requests
envisaged by the FATF Recommendations. The Mutual Legal Assistance in Criminal Matters
Act (MLACMA), 2001 provides for a wide range of mutual legal assistance in investigations,
prosecutions and related proceedings. The Attorney General is responsible for transmitting or
receiving requests in accordance with MLACMA. Mutual legal assistance under the MLACMA
is granted if an offence has been committed under the laws of the requesting country or territory,
or there are reasonable grounds to suspect that an offence has been committed and that criminal
proceedings or criminal investigations have commenced in the requesting country. There is no
provision for the tracing and restraining of instrumentalities intended for use in the commission of
an offence. The examiners were not informed of any arrangements for coordinating seizure and
confiscation actions with other jurisdictions. There are no asset-sharing arrangements in place
between Grenada and other countries. Generally, the provisions set out in MLACMA will also
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apply to FT. However, in relation to FT offences, the provision/collection of funds for an
individual terrorist is not criminalized. Therefore it will not be regarded as an offence for which
mutual legal assistance could be sought.

41. Money laundering is an extraditable offence in Grenada. Extradition is available for any
conduct that would be an offence if committed within Grenada. While the TA extends extradition
to offences involving terrorism and the financing of terrorism, the terrorist financing offence of
fund-raising and the provision/collection of funds to an individual terrorist are not subject to
extradition proceedings.

42. Grenada has a comprehensive framework of international co-operation legislation and
procedures to assist foreign judicial law enforcement, prosecutorial and regulatory authorities.
The framework provides an efficient and effective mechanism for cross-border co-operation and
exchange of information. Law enforcement, the FIU and the regulatory authorities can engage in
a wide range of international co-operation and they render assistance in a timely fashion. The
Exchange of Information Act (EIA) and the FIUA do not address whether requests can be refused
on the sole ground that they are considered to involve fiscal matters.

7. Resources and Statistics

43. Most of the competent authorities have adequate resources to carry out their functions.
However, the RGPF and the Attorney General’s office have inadequate human resources.

44, Comprehensive statistics are generally maintained. However, statistics on the total
number of cross-border disclosures or the amount of currency involved were not available and the
statistics on mutual legal assistance requests did not contain sufficient information. Additionally,
no information about spontaneous referrals made by the FIU to foreign authorities was available.

16



MUTUAL EVALUATION REPORT

1. GENERAL

1.1 General information on Grenada

1. The State of Grenada consists of three islands situated between the Caribbean Sea and the
Atlantic Ocean, 12.7 degrees north latitude and 61.4 degrees west longitude. Grenada is the
largest island (120 square miles). The other islands are Carriacou (13 square miles) and Petite
Martinique (586 acres). The State is divided into seven parishes: St. George, St. Mark, St. Patrick,
St. Andrew, St. John, St. David and Carriacou and Petite Martinique. The capital city is St.
George’s.

2. According to the last population census in 2001, Grenada has a population of 103,137
persons. Approximately 65% of Grenada’s population is under the age of thirty. Life expectancy
is seventy three years. The literacy rate is 96% (as of 2005) and the official language is English.
The currency is the Eastern Caribbean Dollar which has been pegged to the US Dollar at a fixed
rate of US$1=EC$2.70 since 1976. In 2007, the gross domestic product of Grenada was
EC$1,775 million (US$657 million). The main industries are tourism, construction and
agriculture.

3. Grenada was granted full independence from Great Britain on February 07, 1974. It is a
parliamentary democracy closely modelled on the British Westminster model. Queen Elizabeth
Il of the United Kingdom is the Head of State and the Governor General acts as her representative
in Grenada. Government is divided into three branches: executive, legislature and judiciary.

4. The legislature is bicameral consisting of an elected House of Representatives and an
appointed Senate. The House of Representatives (Lower House) has fifteen elected members
while the Senate (Upper House) has thirteen nominated members. The Prime Minister is both
leader of the majority party in the House of Representatives and the Head of Government. The
National Democratic Congress Party won eleven of the fifteen seats in the House of
Representatives in general elections held on July 08, 2008. The current Prime Minister is Hon.
Tillman Thomas a lawyer by profession.

5. Grenada’s judicial system is based on the English system, including the principles and
practice of English common law. It is a member of the Eastern Caribbean Supreme Court
(ECSC) known in Grenada as the Supreme Court of Grenada and the West Indies Associated
States. THE ECSC has two divisions, the High Court of Justice and the Court of Appeal.
Appeals from the Court of Appeal go to the Judicial Committee of the Privy Council in London,
England, which is Grenada’s Court of last resort. The Supreme Court is guided by decisions of
the Court of Appeal and the Privy Council.
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6. Good governance is one of the top priorities of the new Government. It has already
announced its intention to implement the Integrity in Public Life and Prevention of Corruption
Acts which were enacted in 2007. To this end, an Integrity Commission will soon be established.
This Commission will obtain declaration of the assets, liabilities and income of persons in public
life.

7. Grenada is party to several international conventions addressing money laundering and
terrorist financing activities including the Palermo and Vienna Conventions. The new
Government is fully committed to the fight against money laundering and terrorist financing in all
forms and to this end will make efforts to ensure that a similar culture is developed and
maintained in all financial institutions, DNFBPs and other relevant institutions. This will be done
through periodic workshops and public education programmes.

8. In addition the Government is committed to a strong and clean financial system and to
achieve this it has articulated three key ingredients as follows — a strong political will, good
partnership between all relevant players, and professional and institutional development. The
Government has also committed to a comprehensive review of existing AML and CFT legislation
to ensure that any existing shortcomings which may exist are addressed.

9. A Legal Profession Act covering the ethical and professional conduct of lawyers has been
drafted and is expected to be enacted by year end. In addition, Grenada will also enact the
Institute of Chartered Accountants of the Eastern Caribbean Act which will allow for the
registration of local accountants in this regional self regulatory body.

1.2 General Situation of Money Laundering and Financing of Terrorism

10. Violent crimes have been on the rise in Grenada in 2008 but mainly in the area of
homicides and particularly among youth. The majority of these homicides have however been as
a result of domestic/family problems and not related to money laundering or terrorist activities.

Table 1: Summary of Offences 2004 - 2007

Type of Offence 2004 2005 2006 2007
Crimes Against Persons 59 56 89 92
Crimes Against Property 85 84 152 86
Drug Offences 32 24 49 30
Other Offences 13 8 25 32
Total 189 172 315 240
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11. The above table presents the number of serious crimes prosecuted during the period 2004
to 2007 and come from the Royal Grenada Police Force. While the crime situation improved
overall for 2007, offences against persons increased slightly. Crimes against property and drug
offences, the most likely sources for laundered funds significantly declined in 2007.

12. While the financial sector as a whole in Grenada is growing it is very small and lacks the
sophistication of large and more developed jurisdictions. The main pieces of legislation which
regulate money laundering and terrorists financing in Grenada are the Proceeds of Crime Acts
1992 and 2003 (POCA), the Money Laundering (Prevention) Act 1999 (MLPA) and the
Terrorism Act 2003 (TA).

13. The major risk of money laundering activity is through the banking system and money
remitters. The major sources of funds which are laundered come from narcotics and fraud. Four
of the five commercial banks are subsidiaries or branches of large regional or international banks
and all have in place comprehensive anti money laundering programmes and systems. The banks
all cooperate fully with the FIU and submit suspicious activity reports (SARs) in accordance with
the Guidelines issued under the POCA. The money remittance companies have all been licensed
and also submit SARs to the FIU.

14. Between 2003 and 2005 the FIU received eighty seven SARs — thirty one have been
closed and fifty six are still under investigation. One case in this period emanating from a filed
SAR led to a prosecution and conviction. There were three other money laundering prosecutions
and convictions during this period and presently six other such cases are before the Magistrates
Court.

15. A company engaged in ‘foreign currency trading’ recently attracted a large number of
investors because of the high returns promised. This company was deemed to be conducting
investment activities through a ‘collective investment scheme’ which constitutes “securities
business” under the Securities Act (SA). The company ceased accepting new deposits following
a cease and desist order from the Eastern Caribbean Securities Regulatory Commission (ECSRC)
and was in the process of applying for the relevant licence when its trader in the Turks and Caicos
had his assets frozen pending an investigation into his activities.

16. The securities sector in Grenada is very small and the risk of money laundering activity is
considered to be low. Charitable organizations are also small and fund raising activity tends to be
limited.

17. There are no casinos or internet gaming establishments in Grenada. Money transmission
companies were recently licensed and will come under greater supervision by the Grenada
Authority for the Regulation of Financial Institutions (GARFIN) in the coming months.

18. Given that the Caribbean is a transhipment point for narcotics to North America, Grenada
is vulnerable to this scourge. The law enforcement agencies including the Coast Guard continue
to be vigilant in this area.

19. Like most other countries, Grenada is concerned about the increasing level of terrorist
activities throughout the world. The FIU and other law enforcement agencies are monitoring
closely this area. The Financial Intelligence Unit Act (FIUA) mandates that persons should report
all incidences of terrorism. To date, no such activities have been reported. The lists deriving from
UN Security Resolution 1267 from time to time are circulated to all financial institutions for the
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purpose of verification and addition to the asset freeze lists. Legislation criminalizing terrorism
and terrorist financing was enacted in 2005 providing the legal framework for fighting this
scourge.

1.3 Overview of the Financial Sector and DNFBP
20. As at July 31, 2008 the following financial institutions were operating in Grenada -

a) Five commercial banks, four of which are subsidiaries or branches of large regional
or foreign banks and one which is a locally owned public company. The banks have
a total of twenty one branches and combined assets of approximately US$975
million. In May 2008 the Government issued a notice of intention to revoke the
licence of a small domestic commercial bank which was not regulated by the Eastern
Caribbean Central Bank (ECCB). This followed the appointment of a receiver by the
Minister of Finance in February 2008. This bank had total deposits of approximately
US$16 million.

b) Fifteen credit unions most of which are small workplace or community based credit
unions. Combined assets amounted to approximately US$95.7 million with the three
largest accounting for approximately 84% of total assets or some US$80.8 million.

c) Twenty four insurance companies only four of which are locally owned with the
others being branches or subsidiaries of regional and international insurance
companies. The companies comprise life and general insurance with three being
composite companies. Total gross premium income in 2006 amounted to
approximately US$51 million.

d) Three money remittance entities, two of which are private companies which operate
agencies of international remittance companies and one which is a statutory body
operating an agency of an international company.

e) One building society with assets of US$15.5 million.

f) One Government owned Development Bank which is not a deposit taking entity.
Funds come mainly from official institutional sources.

21. In addition, there was one company conducting investment business through a
collective investment scheme whereby the funds are forwarded to a trader for investment on
the foreign exchange market. This company was in the process of applying for the relevant
licence under the SA when the assets of its trader were frozen in the Turks and Caicos
Islands. The company had previously ceased accepting deposits on the directive of the
ECSRC pending the application.

22. Grenada has legislation in the following areas but no entities licensed under these
laws.

o Offshore Banking Act - Grenada previously had 47 offshore banks registered
but by 2007 they had all either left or had their licences revoked.

e International Trusts Act

e International Insurance Act
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o Company Management Act

23. The above legislation is to be reviewed within the next six months.

24. Grenada has no casinos or internet gaming establishments. One company is
registered under the International Betting Act. This company is not an internet betting
company but simply processes bets placed in other international jurisdictions from entities
which are duly licensed.

25. Thirteen persons are registered as agents under the International Companies Act.
One company is licensed as a broker/dealer under the SA. Grenada is a part of the ESCRC
which is a regional stock exchange for the Organisation of Eastern Caribbean States (OECS)
islands. There are three Grenadian companies presently listed on the ECSRC.

26. Accountants, lawyers and real estate agents are not professionally licensed in
Grenada. There are approximately five accounting firms, sixty eight legal firms and twenty
one real estate operators in Grenada. These entities are however designated as “relevant
business activities” under the POCA and are specifically included in the Guidelines issued
under the Act. There are five dealers in precious metals and stones all of which are
jewellery stores.

Table 2: Types of financial institutions authorised to perform financial activities in the

glossary of the FATF 40 Recommendations

(See Glossary of the 40 Recommendations) perform activity in Grenada

Type of financial activity Type of financial institution authorised to

A. Acceptance of deposits and other repayable | Banks, credit unions, building societies
funds from the public (including Private
banking)

recourse; and finance of commercial | micro financing institutions
transactions (including forfeiting))

B. Lending (including consumer credit; | Banks, credit unions, building societies,
mortgage credit; factoring, with or without | credit institutions (under the Banking Act),

C. Financial leasing (other than financial leasing | Banks
arrangements in relation to consumer products)

D. The transfer of money or value (including | Banks, money services businesses
financial activity in both the formal or informal
sector (e.g. alternative remittance activity), but
not including any natural or legal person that
provides financial institutions solely with
message or other support systems for
transmitting funds)

E. Issuing and managing means of payment | Banks, credit unions
(e.g. credit and debit cards, cheques, traveller's
cheques, money orders and bankers' drafts,
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electronic money)

F. Financial guarantees and commitments

Banks, Insurance Companies

G. Trading in:

(a) money market instruments (cheques, bills,
CDs, derivatives etc.);

(b) foreign exchange;

(c) exchange, interest
instruments;

(d) transferable securities;
commodity futures trading

rate and index

(a) Banks,
(b) Banks ,money services businesses
(c) Banks

Broker dealers, investment advisers

H. Participation in securities issues and the
provision of financial services related to such
issues

Broker Dealers, investment advisers

I. Individual and collective

management

portfolio

Broker dealers

J. Safekeeping and administration of cash or
liquid securities on behalf of other persons

Banks

K. Otherwise investing, administering or
managing funds or money on behalf of other
persons

Broker dealers

L. Underwriting and placement of life insurance
and other investment related insurance
(including insurance undertakings and to
insurance intermediaries (agents and brokers)

Insurance companies

M. Money and currency changing

Banks, money services businesses

1.4 Overview of commercial laws and mechanisms governing legal persons and
arrangements

217. In Grenada, the main legislative instrument which governs legal persons and
arrangements is the Companies Act No. 35 of 1994 (CA). This Act is uniform throughout the
OECS and is based on Canadian company law. The Act is very comprehensive and addresses
most issues relating to a company from its incorporation to its dissolution.

28. The Act has five parts which are:
. Formation and operation of companies

Requirements for incorporation, corporate capacity and powers and share capital are
stipulated.  Provision is made for the management of companies, shareholders of
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companies, proxies, financial disclosure and corporate records. Included also are
provisions for transfer of shares and debentures, takeover bids, company changes and
civil remedies.

I1. Protection of creditors and investors

Obligations on registration of charges, trust deeds (relative to a public issue of
debentures), receivers, prospectuses and insider trading are set out.

I11. Other registered companies

Requirements for the establishment and functioning of non-profit and external
companies, their limitations, dissolution and cancellation are detailed. The continuation
of former-Act companies is also addressed.

IV. Winding up

Both voluntary and court initiated winding up of companies are provided for under Part
(\VA

V. Administration and general

Administrative issues are addressed. Provisions are made for the functions of the
Registrar of Companies who has the overall responsibility for the incorporation and
administrative monitoring of companies registered under the Act. It also provides for the
investigation of companies by the Registrar who may apply “ex parte” to the Court for an
order for an investigation of a company, as well as offences and their related penalties. It
ensures that corporate entities act in all things in accordance with the CA.

29. The CA provides for one type of business i.e. the company. As in most other countries,
Grenada also has other types of business. The sole trader and partnerships are also common
business types. Though the sole trader and the partnership are not formally registered, they can
have their business name registered under the Registration of Business Names Act Chapter 281 of
the 1990 Revised Laws of Grenada, upon which a certificate of registration is issued, and the
requisite documents held by the Registrar.

30. Common law would apply to the types of businesses where no legislative provisions
govern any area of their operations. For example, contractual arrangements are governed by the
provisions of common law.

31. Grenada also has an International Companies Act (Cap. 152) which makes provision for
the incorporation of companies which do not carry on business in Grenada with persons
domiciled or resident in Grenada. International companies are not allowed to own an interest in
real property situate in Grenada except for use as an office. They are also not allowed to accept
banking deposits or contracts of insurance. This Act will be reviewed within the next six months.

32. While trusts are not covered by any legislation in Grenada they may be formed under the
common law. The duties of trustees are however governed by the Trustees Act Cap 329. Grenada
has on its books an International Trusts Act which provides for the creation and regulation of
international trusts and for related matters. An international trust is one where both the settler and
the beneficiary are resident outside of Grenada and at least one of the trustees is a trust
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corporation. There are no international trusts registered under the Act at the moment and none
are envisaged until the legislation is completely reviewed within the next six months.

1.5  Overview of strategy to prevent money laundering and terrorist financing

a. AML/CFT Strategies and Priorities

33. The Government of Grenada views money laundering, terrorist financing and its
attendant problems as extremely serious and have criminalised these activities. Consequently a
regime and mechanism was established to prevent and detect these activities. From its inception,
emphasis was placed on the conventional financial institutions including the money remittance
companies. The focus was broadened to include insurance companies and other non bank entities
and also the DNFBPs. GARFIN was created in 2007 and empowered to regulate and supervise all
non-bank financial entities including the offshore sector and money service businesses.

34. Terrorist financing, though a new phenomenon, was criminalised by enactment of the TA
in 2003. Grenada has signed and ratified all the relevant UN Conventions on corruption and the
suppression of terrorism. In addition, the whole regime against money laundering and terrorist
financing is being strengthened by a number of new initiatives as follows;

e A new Customs Act is currently under consideration for enactment in 2009.

e Areview of all existing offshore legislation is to commence by end of 2008.

e Areview of the existing POCA and the MLPA to be undertaken by end of 2008.

e The existing Guidelines issued under the POCA are presently being strengthened to

include the terrorist financing requirements. The new Guidelines will be given legal

status by October 15, 2008.

e The Supervisory Authority appointed under the POCA was recently strengthened by
broadening its membership.

o GARFIN became functional in March 2007 and is gradually deepening its control over
the regulation and supervision of all non-bank financial institutions including the offshore
sector.

e The Integrity in Public Life and the Prevention of Corruption Acts were enacted in
2007.

e A training workshop was held in August 2008 with all financial institutions in Grenada
on anti-money laundering and combating the financing of terrorism.

e Asimilar workshop was held for all DNFBs in October 2008.

e A broader public education programme is presently being formulated and will commence
by October 2008.
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b. The institutional framework for combating money laundering and terrorist financing

35. Grenada’s institutional framework for combating money laundering and terrorist
financing encompasses the following -

36. The Ministry of Finance (MOF) headed by the Minister of Finance is the government
entity responsible for making regulations under the POCA for the purpose of directing the fight
against money laundering and financing of terrorism.

37. The Ministry of Legal Affairs headed by the Attorney General is the government
agency responsible for drafting laws pursuant to money laundering and financing of terrorism.
The Attorney General is the competent authority in relation to the receipt and dissemination of
official requests pursuant to the mutual legal assistance laws.

38. The Director of Public Prosecutions (DPP) is responsible for prosecuting all criminal
offences including money laundering and terrorist financing crimes. The DPP has additional
responsibility to make the relevant application to the Supreme Court concerning restraint and
confiscation of property realized from criminal activity. The Police prosecution department is
also involved in the prosecution of financial crimes.

39. The Ministry of National Security is the overall coordinating Ministry for all law
enforcement agencies in Grenada.

40. The Supervisory Authority is the committee responsible for advising the Minister of
Finance on matters relating to money laundering and financing of terrorism. It also issues
guidelines to financial institutions from time to time to ensure compliance with POCA.

41. The Financial Intelligence Unit (FIU) established by the FIUA is the agency
responsible for receiving, analyzing, obtaining and disseminating information which relates to or
may relate to the proceeds of the offences created by POCA.

42. The Royal Grenada Police Force (RGPF) is the principal law enforcement agency
responsible for the maintenance of general law and order. The Drug Squad is an agency within
the RGPF responsible for the prevention, detection and arrest of persons engaged in narcotic
trade. Because of the close link between money laundering and drug offences, the agency plays a
major role in assisting the FIU to investigate matters pertaining to drugs and money
laundering/terrorist financing.

43. The Immigration Department is an entity within the RGPF with the responsibility of
policing the eight (8) ports of entry between Grenada, Petit Martinique and Cariacou.

44, The Customs Department’s functions include revenue collection, facilitation of trade
and travellers in accordance with the laws and regulation relating to Customs, and assisting in
securing the social, ecological and economic environment of the country.

45, Financial sector regulatory authorities consist of the following —

a) The ECCB is responsible for licensing and monitoring of commercial banks
under the Banking Act 2005 (BA).
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b) GARFIN is responsible for the regulation and supervision of all non-bank
financial institutions including the offshore sector and money service businesses under
the GARFIN Act 2008.

C) The ECSRC is responsible for the regulation of securities business in Grenada
under the SA.

C. Approach concerning risk

46. The authorities have not carried out a national AML/CFT risk assessment to validate the

implementation of prescribed AML/CFT measures. The AML Regulations and Guidelines issued
by the Supervisory Authority provide for exempted or reduced customer identification
requirements; however, there is no basis for such exemption.

d. Progress since the last mutual evaluation
47. Since the last mutual evaluation review in 2003 Grenada was struck by two hurricanes
the first of which totally devastated the economy. Damages were estimated at US$900 million

which is twice Grenada’s GDP. While most areas of the country have recovered, the effort to
achieve this severely limited the ability to focus on the matters arising from the last review.
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2. LEGAL SYSTEM AND RELATED INSTITUTIONAL MEASURES

Laws and Regulations

2.1 Criminalisation of Money Laundering (R.1, 2 & 32)
2.1.1 Description and Analysis

Recommendation 1

Consistency with United Nations Conventions

48. Grenada acceded to the 1988 United Nations Convention on the Illicit Traffic in Narcotic
Drugs and Psychotropic Substances (the Vienna Convention) on 10" December, 1990 and the
2000 United Nations Convention against Transnational Organised Crime (the Palermo
Convention) on 21* May, 2004.

49, Money laundering is defined in section 2(1) of the MLPA as “engaging, directly or
indirectly, in a transaction that involves property that is the proceeds of crime, knowing or
believing the same to be the proceeds of crime; or (b) receiving, possessing, managing, investing,
concealing, disguising, disposing of or bringing into Grenada any property that is the proceeds
of crime, knowing or believing same to be the proceeds of crime”. Under the MLPA “transaction”
includes the receiving or making of a gift. Property is defined to mean real or personal property of
every description, whether situated in Grenada or elsewhere and whether tangible or intangible
and includes any interest in any such real or personal property. Therefore, money laundering
extends to any type of property, regardless of its value, that may directly or indirectly represent
the proceeds of crime.

50. The offence is criminalised by section 3 of the MLPA. The ancillary offences of
attempting, conspiring, aiding, abetting, counselling, procuring, inciting or being in any way
knowingly concerned in, the commission of any of those offences are also captured in section 3.

Conversion or transfer and concealment or disquise of proceeds of criminal conduct

51. With regards to the Vienna Convention requirement in Article 3(1)(b) of conversion or
transfer of property and concealing or disguising the true nature, source or ownership of property,
the MLPA is deficient. However, Part V of POCA 2003 creates the offences of self and third
party money laundering through the act of concealing or disguising and transferring or converting
property that is the proceeds of criminal conduct. The elements of the offences are:

a) Self-laundering- section 43(1) of POCA 2003

i. Physical element: The defendant conceals or disguises any property which is, or in
whole or in part directly or indirectly represents, his proceeds of criminal conduct,
or converts or transfers that property, brings it into or removes it from Grenada.

ii. Mental element/mens rea: The defendant, having carried out either of the actions
above knowingly or for the purpose of avoiding prosecution for a drug trafficking
or relevant offence or the making or enforcement in his case of a confiscation
order.

b) Third party laundering — section 43(2) of POCA 2003

i. Physical element. The defendant conceals or disguises, converts or transfers
property, brings it into or removes it from Grenada.
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ii. Mental element/mens rea: The defendant, having carried out either of the actions
above knowingly, or having reasonable grounds to suspect that any property is, or
in whole or in part directly or indirectly represents, another person’s proceeds of
criminal conduct, for the purpose of assisting any person to avoid prosecution for a
drug trafficking or relevant offence or the making or enforcement of a confiscation
order.

52. For the purposes of section 43 of POCA 2003, concealing or disguising any property will
include references to concealing its nature, source, location, disposition, movement or ownership
or any right with respect to it.

53. “Criminal conduct” is defined in section 3(1) of POCA 2003 as meaning either a drug
trafficking offence or any relevant offence.

54. In relation to drug trafficking offences which are dealt with in the Drug Abuse
(Prevention and Control) Act, 1992 (DAPCA), the list of narcotic drugs and psychotropic
substances in the First Schedule of DAPCA does not include all the substances detailed in Table |
and Il of the Vienna Convention. Article 3 (b)(i) of the Vienna Convention requires the
criminalisation of the conversion or transfer of property arising from offences including the
manufacture, transport or distribution of substances in Table | and II.

55. “Relevant offence” is defined in section 3(5) of POCA 2003 as meaning ‘(a) any
indictable offence or offence triable both summarily or on indictment in Grenada from which a
person has benefitted as defined in section 10(3) of this Act, other than drug trafficking offence;
(b) any offence listed in schedule 2 of this Act; (c) any act or omission which, had it occurred in
Grenada, would have constituted an offence as defined in subsection (a) or subsection (b).’

56. The examiners confirmed with the authorities in Grenada that the said schedule was not
gazetted and therefore does not form part of the legislation. However, the examiners accepted that
the meaning of “relevant offence” could be ascertained in part (a) of the definition
notwithstanding the absence of the schedule which should have listed the offences.

57. The offence of converting or transferring property that is the proceeds of crime for the
purpose of concealing or disguising the illicit origin of the property, in accordance with Article
3(1)(b)(i) of the Vienna Convention is dealt with under section 2 of the MLPA and section 43(2)
of POCA, 2003.

The acquisition, possession or use of property derived from criminal conduct

58. Section 45 of POCA 2003 makes it an offence if a person, knowing that any property is,
or in whole or in part directly or indirectly represents, another person’s proceeds of criminal
conduct, he acquires or uses that property or has possession of it.

59. Section 43(1) of POCA, 2003 criminalises self-laundering in relation to the acquisition,
possession or use of a person’s own proceeds of crime.

Assisting another to retain proceeds of criminal conduct

60. Section 44(1) of POCA 2003 creates an offence if a person enters into, or is otherwise
concerned in an arrangement where it (a) facilitates another’s retention or control of that person’s
proceeds of criminal conduct, such as by concealment, removal from the jurisdiction, transfer to
nominees or otherwise, or (b) the person uses another’s proceeds to secure funds that are placed
at that person’s disposal or are used for that other person’s benefit to acquire property by way of
investment, and the person knows or suspects that the other person is or has been engaged in or
has benefitted from criminal conduct.
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Definition of proceeds

61. “Proceeds of crime” is defined in section 2(1) of the MLPA as “any property or benefit
that is derived, obtained or realised, directly or indirectly by any person from the commission of
a scheduled offence”. The Second Schedule of the MLPA specifies the offences including the
commission in Grenada of any offence under DAPCA and any offence which is punishable with
imprisonment for a term of five years or any greater punishment.

62. Additionally, knowledge, intent, purpose, belief or suspicion required as an element of
any offence under the MLPA may be inferred from objective, factual circumstances (section 2(2)
of MPLA).

63. Property is defined as “real, or personal property of every description, whether situated
in Grenada or elsewhere and whether tangible or intangible and includes an interest in any such
real or personal property”.

64. POCA 1992 also provides a definition of “proceeds of crime” as follows:
“(a) proceeds of a scheduled offence; or

(b) any property or benefit derived, obtained or realised, directly or indirectly, by any person
from any act or omission that occurred outside Grenada, and would, if it had occurred in
Grenada, have constituted a scheduled offence.”

65. As noted above, the MLPA criminalises money laundering as a stand-alone offence and
therefore it is not necessary to obtain a conviction of a predicate offence to prove it.

Designated Categories of Predicate Offences

66. The table below sets out the range of legislative provisions covering the FATF twenty
designated categories of offences for money laundering, as provided by the authorities in
Grenada. Most offences are set out in the Criminal Code (CC).

Table 3: Criminalisation of designated categories of offences

DESIGNATED CATEGORIES OF RELEVANT LEGISLATIVE
OFFENCES PROVISIONS IN GRENADA
Participation in an organised criminal group|Sections 5,6 & 33 of TA
and racketeering
Terrorism, including terrorist financing Sections , 10, 31 & 35 TA
Trafficking in human beings and migrant|No legislative provisions
smuggling
Sexual  exploitation, including  sexual|Section 177-183C of the CC
exploitation of children
lllicit trafficking in narcotic drugs and|Sections 18-20 DAPCA
psychotropic substances

Ilicit arms trafficking Section 4 of the Firearms Act
Ilicit trafficking in stolen and other goods Sections 291 and 292 of the CC
Corruption and bribery Sections 392, 292, 396-400, 402, 405 & 406
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of the CC
Fraud Sections 97, 278-286 of the CC
Counterfeiting currency Sections 306-308 of the CC
Counterfeiting and piracy of products No legislative provisions
Environmental crime No legislative provisions
Murder, grievous bodily injury Sections 207, 208, 230-232, of the CC
Kidnapping, illegal restraint and hostage-taking | Sections 184-186, 189-191 of the CC
Robbery or theft Sections 95, 274-277 of the CC
Smuggling Sections 192-206 of the Customs Act 1960
Extortion Section 277 of the CC
Forgery Sections 300-305 of the CC
Piracy No legislative provisions
Insider Trading, & Market Manipulation Sections 115 & 118of the SA

67. Grenada uses a threshold approach for establishing predicate offences for money
laundering. As indicated earlier, the predicate offences for money laundering are referred to in
MLPA as “scheduled offences”. The Schedule makes reference to offences that are punishable
with imprisonment for a term of five (5) years or more.

68. The offences listed in the table that are criminalized under the CC are punishable under
Book Ill of the CC as indictable offences. These offences are deemed predicate offences for
money laundering in accordance with section 3(5) of POCA, 2003. Additionally, under the
MLPA, in order for these offences to be described as predicate offences, they must be punishable
by a penalty of at least five (5) years imprisonment. Not all offences carry such a penalty. For
instance, corruption is only punishable by imprisonment for two (2) years. Generally, penalties
range from 1 year (for an offence of simple theft of an item not valuing over five thousand
dollars) to life imprisonment (for the offence of drug trafficking). It should also be noted that the
terrorist financing offence of providing or receiving money or other property in support of
terrorist acts is not criminalized under the TA and therefore cannot be considered a predicate
offence (see discussion in 2.2. below).

69. The listed offences would fall within the category of predicate offences for the purposes
of money laundering in accordance with FATF standards as they carry penalties of one (1) year or
more. While the threshold of a penalty of imprisonment of five years or more effectively omits
crimes such as corruption and simple theft as predicate offences for money laundering under the
MLPA, these offences would be included under section 3(5) of POCA, 2003.

70. There are no equivalent legislation in Grenada governing the offences of trafficking in
human beings and migrant smuggling, counterfeiting and piracy of goods, environmental crime
and piracy.

71. All three (3) pieces of legislation, MLPA, POCA 1992 and POCA 2003 provide that
predicate offences for money laundering do extend to conduct that occurred in another country
which constitutes an offence in that country, and which would have constituted an offence had it
occurred in Grenada. See reference to the Schedule to MLPA, the definition of “proceeds of
crime” in POCA 1992, and the definition of “relevant offence” in POCA 2003 outlined above.
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72. The offence of money laundering applies to persons who commit the predicate offence
and it may also apply to persons who have not committed a predicate offence — sections 43-47 of
POCA of 2003. See MLPA’s stand alone ML offence.

Ancillary offences

73. Under sections 43 to 46 of the CC, whoever attempts, instigates, commands, counsels,
procures, solicits, or in any manner purposely, aids, facilitates, encourages, or promotes the
commission of a crime is guilty of abetting that crime.

74. Section 48 makes it an offence if two or more persons agree to act together with a
common purpose in committing or abetting a crime, whether with or without any previous
concert or deliberation. Whoever abets a crime shall be punishable on indictment or on summary
conviction, according as he would be punishable for committing that crime. These general
provisions in the CC are applicable to all criminal offences.

Additional element

75. The proceeds of crime derived from conduct that occurred in another country, which is
not an offence in that other country but which would have constituted a predicate offence had it
occurred domestically, does constitute a money laundering offence. The provisions in the MPLA,
POCA 1992 and POCA 2003 are not based on a crime being committed in another country. The
requirement is for the act to constitute a crime in Grenada.

Recommendation 2

Liability of natural persons

76. Money laundering offences apply to natural persons. By virtue of section 3 of the MLPA,
any person who engages in money laundering commits an offence. The definition of money
laundering in section 2(1) refers to a person doing an act knowing or believing the same to be the
proceeds of crime.

77. Additionally, section 62(1) of POCA 1992 makes possession of property derived from

unlawful activity an indictable offence if the offender knows or ought reasonably to know that
property is the proceeds of crime.

78. Section 2(2) of MLPA states that knowledge, intent, purpose, belief or suspicion required
as an element of an offence under the Act may be inferred from objective, factual circumstances.

Liability of legal persons

79. Section 4 of the MLPA extends criminal liability for money laundering to a body of
persons, whether incorporated or unincorporated. Liability may be established by proof that a
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director, manager, secretary or other officer acted in an official capacity for and on behalf of the
body of persons at the time of the commission of the offence.

80. Furthermore, in accordance with section 3 of the Interpretation and General Provisions
Act, “person” is defined as including any company or association or body of person, corporate or
unincorporated. This provision applies to all legislation in the jurisdiction.

81. Corporate criminal liability is also extended by virtue of sections 64 of POCA 1992 and
59 of POCA 2003 providing that where a body corporate is guilty of money laundering and it is
proved to have been committed with the consent or connivance of an officer of the body
corporate, both the person purporting to act in that capacity and the body corporate shall be
subject to punishment.

82. Criminal liability through the imposition of a penalty or fine does not preclude parallel
civil or administrative action as established by section 55 of the Interpretation and General
Provisions Act.

Criminal Sanctions

83. Natural and legal persons are subject to proportionate and dissuasive criminal sanctions
for money laundering offences. These are covered under three separate pieces of legislation as
follows:

MLPA

84. Pursuant to section 5 persons who commit the offence of money laundering are liable, on
conviction on indictment to a fine of one million dollars or to imprisonment for 27 years, or to
both. Section 4 extends the offence of money laundering committed by a body corporate to any
person who at the time of the offence acted in an official capacity for or on behalf of the body
corporate except in proven instances of the offence being committed without the person’s
knowledge or consent or the person exercising all diligence in relation to his official capacity to
prevent the offence.

POCA 1992

85. Section 61 provides that a natural person committing the offence of money laundering is
liable on conviction to a fine of two hundred thousand dollars or imprisonment for a period of 20
years, or both and a fine of five hundred thousand is imposed if the offender is a body corporate.
The offence of possession of property derived from the proceeds of crime attracts a penalty on
conviction, of a fine of one hundred thousand or imprisonment for a period of 5 years or both, if
the offender is a natural person. Pursuant to section 62, a body corporate is liable to a fine of two
hundred and fifty thousand dollars.

POCA 2003
86. Section 49 states that upon summary conviction of the money laundering offences under
POCA 2003 namely, concealing or transferring, disguising or converting the proceeds of criminal

conduct; assisting another to retain proceeds of criminal conduct; acquisition, possession or use of
proceeds of criminal conduct; failure to disclose knowledge or suspicion; tipping off; and failure
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to report a suspicious transaction; persons are liable to imprisonment for a term not exceeding 5
years or to a fine not exceeding five hundred thousand, or both. On conviction on indictment, a
term of imprisonment not exceeding 10 years or an unlimited fine is to be imposed. Bodies
corporate are dealt with pursuant to section 59 where a similar provision to section 4 of the
MLPA is created.

Statistics

87. The authorities advised that three persons have been convicted to date for money
laundering and there are six money laundering cases presently before the Magistrate Court. While
the number of convictions is low, the increase in the number of money laundering matters
presently being dealt with is an improvement.

2.1.2 Recommendations and Comment

88. While the legal framework generally complies with the FATF requirements, deficiencies
exist. Consequently the following is recommended.

e The authorities should consider pursuing ML as a stand-alone offence.

e Schedules I to Il of DAPCA should be amended to include all narcotic drugs and
psychotropic substances listed in Tables | and Il of the Vienna Convention.

e The authorities should extend the range of predicate offences for ML to include all the FATF
designated categories of offences i.e. trafficking in human beings and migrant smuggling,
counterfeiting and piracy of products, environmental crime and piracy and the terrorist
financing offence of providing or receiving money or other property in support of terrorist
acts..

o The authorities should consider consolidating the three pieces of legislation governing
money laundering. Having the MLPA, POCA 1992 and POCA 2003 in force with  differing
penalties for ML and definitions for certain key terms will give rise to confusion and has
affected the ability of law enforcement and prosecutorial authorities to aggressively pursue
ML offences.

2.1.3 Compliance with Recommendations 1, 2 & 32

Rating Summary of factors underlying rating

R.1 PC

The list of psychotropic substances in DAPCA is not in accordance with the
list under the Vienna Convention

The list of predicate offences for ML does not cover five (5) of the FATF’s
designated category of offences, particularly trafficking in human beings
and migrant smuggling, counterfeiting and piracy of products,
environmental crime and piracy or terrorist financing offence of providing
or receiving money or other property in support of terrorist acts.
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The low number of ML convictions suggests ineffective use of ML
provisions given the wide range of measures available under the legislation.

R.2

LC

The low number of money laundering convictions suggest ineffective use of

ML provisions

2.2  Criminalisation of Terrorist Financing (SR.Il & R.32)
2.2.1 Description and Analysis

Special Recommendation 11

Offence of terrorist financing

89. Grenada acceded to the UN Convention for the Supp