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PROFILE OF THE DIRECTORS
Sir Errol Allen is a former Deputy Governor of the Eastern Caribbean
Central Bank. He is an economist and has worked with various Governments
and was a special appointee for one year with the International Monetary
Fund (IMF). Sir Errol was appointed to hold the post of Chairman of the
Commission from April 1, 2011 and comes to the FSC with vast experience
in the ﬁeld of ﬁnancial regulation and supervision.
Sir Errol Allen

Mr. Simons is a retired banker whose career spanned over 30 years with
various banking groups. Mr. Simons served as Chairman of the Turks and
Caicos Investments Agency up to the time of its closure as a statutory body.

Mr. Oswald Simons

Mr. Grant was appointed to sit on the board with eﬀect from April 1, 2011. Mr.
Grant has vast experience in the ﬁeld of ﬁnancial supervision and regulation
and was a consultant to the International Monetary Fund, Governments of
Jamaica, Vanuatu and Zambia. He is a past Managing Director of the Cayman
Islands Monetary Authority.
Mr. Neville Grant

Turks And Caicos Island Financial Services Commission

7

Mr. Kevin Mann

Mr. Kevin Mann is a Certiﬁed Anti-Money Laundering Specialist (CAMS).
Mr. Mann has over 28 years in the supervision and regulation of the ﬁnancial
services industry in the UK and the British Overseas Territories and was
responsible for oversight of regulatory standards for all oﬀshore ﬁnancial
services activities in the six Caribbean British Overseas Territories. He has
played a critical role in assisting territories in improving preparations for
successful OECD, CFATF and IMF evaluations. Prior to joining the board
he worked closely with TCI Agencies, Government and Oﬃcials and now
works mostly as a consultant.

Mrs. Harvey-Basden served in various Government posts such as at the
Treasury division of the Ministry of Finance, as Accountant General and now
holds the position of Permanent Secretary, Ministry of Finance since 2012.
Mrs. Harvey-Basden has various degrees in Accounting.
Mrs. Athenee Harvey-Basden

Mr. Streete has extensive training and over 20 years experience in ﬁnancial
sector development, supervision and regulation. He held several executive
positions in ﬁnancial regulation in the region, including Deputy Executive
Director of the Grenada Authority for the Regulation of Financial Institutions,
Executive Director of the Anguilla Financial Services Commission, and
Director of Bank Supervision and Advisor in the Governor’s Oﬃce at the
Eastern Caribbean Central Bank.
Mr. Niguel Streete
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1.0

CHAIRMAN’S
REPORT
based supervisory framework, which will allow for more
efficient and effective deployment of scare resources in
dealing with those entities that pose the greatest risk to
their clients and/or financial sector stability. This effort
will require detailed assessment of individual licensees
and will take some time to be fully in place.
1.2 Strengthening the Oversight &
Governance Framework

The last Annual Report indicated that an independent
review of the Commission, known as the Johnson Review,
was carried out at the request of the Governor to review,
in part, accountability, transparency and information
sharing. Following from that review, the Commission
published its first annual business plan (referred to as
Plans and Priorities 2016-2017), which established the
following strategic objectives:
i)

1.1 Overview

The Financial Services Commission is once again pleased
to report to the Governor and people of the Turks and
Caicos Islands on its work and financial performance
during the financial year ended March 31, 2016. This
report is submitted in accordance section 22(4) of the
Financial Services Commission Ordinance.
The much anticipated assessment of the jurisdiction
by the IMF under its Financial Sector Assessment
Programme (FSAP) occurred during the reporting
period. The Report, which was made public, concluded
that while the Commission had made tremendous
positive strides over the last ten years, there were still a
few areas needing improvement. In addition to the steps
being taken to address the specific recommendations
in the FSAP report, the Commission has commenced
preparation of financial stability reports and stress testing
for select financial institutions. The Commission has also
committed itself to the development of a full-fledged risk

enhancement of the regulatory framework (through
more intrusive means of supervision to include market
conduct reviews, assessment of macro-prudential
statistics and their potential impact on licensees);

ii) pursue a robust legislative framework (to include
passage of key legislation to further strengthen the
industry);
iii) development of a failure and crisis preparedness
and response plan (develop a framework for crisis
intervention and resolution for licensed entities); and
iv) Enhancement of organisational arrangements
and operational efficiencies (through shared
responsibilities and specialisation of functions).
In furtherance of the objective set out at iv) above, the
Commission commenced an organisational structure
and compensation review with the aid of consultants.
The Commission has received the interim report. The
findings showed that the organisational structure is too
flat, focusing too many responsibilities on the Managing
Director. The report contemplates additional support at
the senior level by way of a Deputy Managing Director.
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Such a structure would be in keeping with what obtains
at some of our peer regulators and provides for greater
operational efficiency. The report is also to consider the
Commission’s compensation levels and its ability to
compete for, attract, and retain key staff. The report’s
findings and recommendations will be carefully considered
by the Board.
Another critical aspect in relation to objective iv) above
is the creation of a Staff Training, Development and
Succession Plan. The focus of this Plan is to establish a
structured approach to staff development and training,
with the primary objective of ensuring that all staff are
equipped with the tools and resources necessary to carry
out their oversight functions. The Plan will also assist the
Commission in identifying ambitious and competent staff
to assume greater responsible and challenges within the
organisation. As a medium term plan, the outcome will be
realised over a number of years, subject to budgetary and
human resources constraints.
The Board held its strategic retreat in October 2015 and
examined a number of issues that it saw as important
in the broader context of its mandate. Some of the
issues discussed and agreed on, included: i) an overseas
bank licensing framework that can potentially widen
the number of such banking entities which would be
allowed to operate from the jurisdiction, ii) a legislative
programme that would seek to establish a framework with
the TCIG on how to advance legislation going forward,
and iii) establishment of a staff training and development
framework to ensure that the Commission’s staff remain
adequately prepared for the local and international
regulatory challenges.
In tandem with enhancements in the area of regulatory
oversight, was a concerted effort to also bolster internal
oversight and governance. In that regard, efforts were made
to find an additional director to join the Board, one with
broad experience in insurance and insurance supervision
to complement the experience and knowledge of the other
directors. One individual was shortlisted and discussions
were in progress with a view to having him appointed,
subject to the approval of the Governor.
The Board, through the work of the Audit and Risk
Management Committee, has engaged the services of an
Internal Auditor to ensure that the appropriate systems,
controls and assurance functions are in place and working

properly. This office will become fully functional at the
start of the new financial year.
Discussions and plans were ongoing on the jurisdiction’s
move to the adoption of the Second Basle Accord (referred
to as Basle II). The requirements are quite technical and
require significant preparation on the part of both the
regulatory personnel and licensees. In this regard technical
support was being sought from the Caribbean Regional
Assistance and Technical Training Center (CARTAC) to
provide training and support in establishing a road map
for this transition.
1.3 Looking Ahead

Towards the end of the review period there was a change
in management at the Commission, with the departure of
Mr. Kevin Higgins as Managing Director; Mr. Higgins
held the reins for the past seven years. We use this medium
to acknowledge the significant contributions he made
towards the development of the jurisdiction over those
years. In the same breadth, we wish to welcome our new
Managing Director, Mr Niguel Streete, and pledge our
support to him for the tasks which lay ahead. We note that
part of his mandate will be to oversee the staff training and
development programme, which we alluded to above.
As indicated before, staff development will be a major
plank of our activities going forward and as such significant
resources will be dedicated to this in the upcoming year. We
expect as a result to see a more robust and self-confident
cadre of professionals at the forefront of our organisation.
Despite the challenges over the past year we were able to
meet many of our targets and in some cases surpass them. I
therefore take this opportunity to thank the Management
and staff for their contribution to these efforts in the past
year and to acknowledge the contribution of the Governor
for his sound guidance during the period under review.
Sincerely
Sir Errol Allen
Chairman
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2.0

MANAGING DIRECTOR’S
REPORT
The assessment did highlight areas of the Commission’s
operations and regulatory programme for improvement,
key among these, the need to modernise legislation as well
as for continued work to expand and intensify the frequency
and scope of on-site examinations of banks and insurers.
Against this backdrop, the Commission developed a
targeted two-year action plan, Plans & Priorities 201617, to incorporate the IMF’s and other recommendations
and to signal the actions it will take through to 2017 and
beyond to further strengthen financial sector supervision
and operational efficiencies.
2.2 Policy Initiatives

2.1 Overview

The past twelve months have been an eventful and
exciting period for the Commission, marked by numerous
successes and steady progress towards most, if not all, of
its supervisory and operational targets.
The 2015 financial year commenced with an intensive threeweek review of the Commission’s regulatory framework
by the International Monetary Fund (IMF), under the
aegis of the Financial Sector Assessment Programme
(FSAP). Notwithstanding the still redounding impact
of the 2007-08 global financial crisis on the banking and
insurance sectors in the region, the mission highlighted
the considerable progress made by the Commission since
the jurisdiction’s last review in 2003. This was reflected
in improvements in the Commission’s governance
arrangements, regulatory framework, supervisory powers
and financial resources.

During the year, the Commission sought to strengthen
and enhance the regulatory frameworks governing
bank capital and liquidity, through the introduction
of additional requirements in respect of large credit
exposures and liquid assets. Owing to the banking sector’s
size relative to the wider financial sector and the critical
intermediation function it serves, the strength of that
sector is critical to maintaining overall financial sector
stability in the Islands. These measures were reinforced
with the introduction of half yearly stress testing of banks’
capital and liquidity. Stress testing is one commonly used
analytical tool to predict the potential effects of simulated
shocks at varying severities on the financial stability of an
institution or system. Work continues to further refine the
methodologies and expand the range of data available for
these kinds of assessments.
Concurrent with these efforts, the Commission continued
to work with banks to reinforce the resilience of the banking
sector through implementation of a framework for entities
which have been identified as systemically important in
the domestic context. Since the initial exercise conducted
in April 2014, which identified two branch banks to
establish subsidiaries in the jurisdiction, the Commission
continued to work with these entities to develop a suite of
requirements, relative to their risk profile, to address their
structure and other appropriate safeguards over the short
to medium term.
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Although formal responsibility for financial stability has
not been assigned and a cohesive framework has not
yet been developed, the Commission, in its capacity as
supervisor and regulator of financial services, has begun a
programme of monitoring the risks and threats to financial
stability in the Islands. To this effect, the first Financial
Stability Report (FSR) was published in December 2015,
to present findings based on data up to June of that year.
The report summarises the main risks to financial stability
in the Islands, and presents an overview of financial system
performance during the reporting period, the trend of
which is also used to chart the Commission’s stability
outlook. As at June 2015, the financial system reflected
marked improvement and signs of rebounding, following
the domestic financial distress experienced in the wake
of the 2007-08 financial crisis. Based on the modest
but steady growth observed, the near- to medium term
outlook for the system was assessed as positive.
Publication of the FSR represents only a first step in
the development of a comprehensive financial stability
infrastructure in the Islands. The Commission will
continue to work with local authorities, licensees and other
stakeholders in coming years to advance other necessary
aspects of the programme, including implementing
a suitable legislative architecture to govern this area,
expanding the range of inputs and the quality of tools and
approaches, and developing formal resolution and crisis
management protocols.
2.3 Collaboration

The Commission remains unwavering in its commitment
to collaborating with other regulators, both in the region
and around the world. In November 2015, the Commission
was admitted to the Group of International Financial
Centre Supervisors (GIFCS), which was established
to promote effective implementation of international
regulatory standards. A few months later, in March
2016, the Commission also attained membership to the
International Organization of Securities Commissions
(IOSCO), a multi-jurisdictional body globally recognised
as the standard setter for the securities sector. Our
attainment of membership in both these bodies is indeed
a milestone, demonstrative of the considerable strides
the Commission has made in strengthening supervision
and promoting adherence to internationally recognised
standards. It is also an independent and objective validation

of the quality of the Commission’s regulatory framework.
Perhaps even more importantly, the jurisdiction stands to
reap significant benefit from the opportunities for input
in international discourse on supervision and standard
setting, and greater access to technical assistance which
these memberships will afford.
2.4 Legislative Agenda

2015 ushered in a number of legislative changes.
The Commission, together with industry and other
stakeholders, worked to pass new Trust and Domestic
Insurance legislation through the House of Assembly.
Once passed, the three new Bills – the Domestic Insurance
Bill, the Trust Bill and the Trust Companies (Licensing
and Supervision) Bill – which are expected to come into
effect in the second half of the 2016 calendar year, will
reform the regulatory framework and further strengthen
prudential safeguards in each of these sectors.
Work is ongoing to amend and revamp several other
pieces of legislation which the Commission is responsible
for administering, including the Banking Ordinance. It
is expected that a new Banking Bill with accompanying
Regulations and Code will be ready for consultation with
the industry and subsequent tabling in the House in short
order.
2.5 Management

The Commission experienced a change in management
during the review period. The Commission’s long serving
Managing Director, Mr. Kevin Higgins, demitted office
in December 2015. I succeeded Mr Higgins in February
2016.
2.6 Looking Ahead

We anticipate that the 2016 financial year will prove just
as exciting, as we continue to work through the ambitious
slate of reforms and initiatives targeted. In addition to
the work of implementing risk based supervision, Basel
II and finalizing the K-Registry project, the Commission,
alongside other members of the Anti-Money Laundering
Committee (AMLC), will be called upon to play a
significant contributory role as the jurisdiction prepares
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for the upcoming 4th Round Mutual Evaluation by the
Caribbean Financial Action Task Force (CFATF). The
Commission further expects that its remit will continue
to expand, as we await, among other things, passage of
legislation providing for formal supervision of credit
unions. Though we anticipate the upcoming year to be
another challenging one, our principal focus will remain
the delivery of high quality supervision to ensure the
ongoing health of the Islands’ financial system.
We look forward to working with all stakeholders
– government, licensees, users of financial services
and colleague regulators – in a spirit of partnership,
collaboration, consultation and respect. The Commission
recognises the shared interest of all stakeholders in the
success of the jurisdiction and is committed to providing
a regulatory framework that facilitates financial sector
growth and stability.

In closing, I extend hearty thanks to my predecessor,
Mr. Kevin Higgins, for his stellar contribution to the
Commission. We owe him a debt of gratitude for the
strong foundation he contributed to building for the
Commission. I would also like to profoundly thank the
Governor, Chairman and other members of the Board for
their support and confidence. My thanks to the regulated
sectors for their support, collaboration and partnership
during the review period. Finally, I am deeply grateful
to the staff of the Commission for their hard work and
support thus far, and look forward to their continued
commitment in the future.
Sincerely
Niguel Streete
Managing Director
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3.0

BANK AND TRUST
DEPARTMENT REPORT

3.1 Overview

During the financial year ended March 2016, the Bank
and Trust Department (B&T) remained focused on
achieving its objectives of improving it capacity and the
quality of its supervision of banks, trust companies and
money services businesses (MSB). In this regard, the
Department conducted onsite examinations and held
regulatory meetings; issued new policies and guidelines;
proposed new legislation and amendment to existing
legislation; and commenced work on implementing
recommendations from the recent International Monetary
Fund (IMF) Financial Sector Assessment Program. The
external validation of the success of this work is reflected
in the Commission’s acceptance as a full member of the
prestigious Group of International Financial Centre
Supervisors (GIFCS) in November 2015.
During the review period, the number of financial
institutions supervised by the B&T Department declined
from 21 to 19. This movement reflected the surrender
of three licences (one trust company and two MSBs)
and the granting of one MSB licence. During the review
year, the Department was responsible for the regulation/
supervision of seven banks, nine trust companies and three
MSBs. Of note, an application was received for a new
trust licence in the second half of 2015, which remained
under consideration at of the reporting period.
3.2 Action Plan 2012-2016

The B&T Department continued work on items from
the Commission’s 2012 – 2016 Action Plan. The
department issued revised guidance on the treatment of
large credit exposures by licensed banks. The guideline
was accompanied by new reporting returns and
instructions. The Department also continued monitoring
banks’ progress in implementing the updated guidance
on liquidity and issued accompanying reporting return
and guidance notes; it is anticipated that the consultation

with the industry will result in further refinements to
the Commission’s framework for monitoring liquidity.
Guidance for the Registration of Money Transmitters
Sub-Agents was also issued.
Work commenced during the year on the following
guidelines, which are expected to be completed in the 2016
financial year: Banking Licensing; Credit Classification
and Provisioning; Corporate Governance; and Market
Risk for Banks.
Emphasis was placed on the development of stress testing
methodologies for credit and liquidity risks. Stress testing
was conducted for internal monitoring purposes as the
Commission continued to implement this framework.
Preparatory work also commenced on the implementation
of a risk based supervisory regime and the Basel II
framework.
During the year, the Commission in collaboration with the
Ministry of Finance and the Attorney General’s Chambers
commenced work on legislation and a supervisory
framework for the licensing and regulation of credit
unions in the TCI. This collaborative effort resulted in the
development of a draft Credit Union Bill. The supervision
of credit unions is expected to commence in the 2016
financial year with the passage of the Credit Union Bill. It
is anticipated that credit union regulation will significantly
expand the responsibilities of the Department.
3.3 Regulatory Activities During the Year

During the year, onsite examinations were conducted at
two banks, one trust company and all three money services
businesses. As well, regulatory meetings were held with
the management of all of the Department’s licensees
to discuss matters of corporate governance, strategic
direction, financial performance and other regulatory
concerns. Table 1 below outlines these activities.
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Table 1: Regulatory Activities/Banking Division
3.4 Enforcement Actions

Enforcement action was initiated against three banks
during the year, all of which were concluded during the
reporting period. No action was taken against trust
companies or MSBs in the period under review.
3.5 Legislative Agenda

As part of the review process, the draft Banking Bill was
sent to the International Monetary Fund’s legal department
for its assessment against the Core Principles for Effective
Banking Supervision, often referred to as the Basel Core
Principles (BCPs). The comments are under review and
will be incorporated in the finalisation of the Banking Bill
and in the drafting of the Banking Regulations and Code.
Two new pieces of legislation to govern trust business –
the Trust Ordinance and the Trust Company (Licensing
and Supervision) Ordinance – were passed in the House
of Assembly in the first quarter of 20161. The consultation
process for the supporting Regulations and Code has now
concluded and both documents are being finalized, before
being presented to the House of Assembly for passage.

3.6 Banking Sector
3.6.1 Capital Adequacy

The banking system’s risk weighted capital adequacy ratio2
(CAR) declined by five percentage points to 24.0 percent
as at March 31, 2016, relative to the prior year. This decline
was primarily influenced by a 27.0 percent reduction in the
sector’s qualifying capital, caused largely by a reduction of
capital at one bank which was approved by the regulator.
Nonetheless, all banks remained adequately capitalised
with ratios above the 11.0 percent statutory minimum
requirement.
3.6.2 Asset Quality

Total assets in the banking system declined by 8.9 percent
to $1.7B during the financial year under review. The
decline was reflected in a 91.7 percent reduction in ‘other
assets’ held by one bank. Loans and advances, the largest
asset class, declined by 4.9 percent to $903M ($947M in
March 2015) due mainly to loan repayments, write-offs
and a reduction in new loan origination. See Chart 1
below for key asset trends.

1

These Ordinances were not yet operational.

2

Risk weighted capital adequacy ratio is defined as qualifying capital divided by risk-weighted assets. It mainly measures the adequacy of capital against
credit risk inherent in a bank’s asset portfolio.
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Chart 1: Banking Sector Asset Profile

Encouragingly, non-performing loans (NPLs) continued
the downward trajectory seen over the last four years,
amounting to $124.8M as at March 2016 ($169.8M in
March 2015), or 13.8 percent of total loans (18.4 percent
in March 2015). This decline was the result of a greater
push by banks to address their stock of existing NPLs,
improved loan underwriting standards, and improvement
in economic conditions. Consistent with the contraction

in NPLs, Loan Loss Provisions declined to $58.5M
($76.7M in March 2015), which provided cover for 46.8
percent of NPLs, relative to 45.1 percent at March 2015.
NPLs were primarily concentrated in the construction
and land development sector, (46 percent) and personal
loans sector (37 percent). Chart 2 below displays the trend
of NPLs and provisions over the period 2012/2013 to
2015/2016.

Chart 2: Non-Performing Loans
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3.6.3 Earnings

Despite the reduction in overall assets, bank profits
expanded by 125.0 percent to $34.2M for the year ended
March 31, 2016, compared to $15.2M recorded in the
previous year. All the banks reported higher profit in
all four quarters. The sector recorded higher return on
average assets and equity of 1.9 percent and 12.3 percent
respectively, relative to 0.8 percent and 4.6 percent in
2015 financial year. This was indicative of more efficient
management of assets and equity.
3.6.4 Liquidity

The stock of liquid assets in the banking system increased
by 8.0 percent to $752.8M, even as a combination
of deposits and balances due to financial institutions
declined by 1.2 percent to $1.4B. As such, the liquid
asset ratio (liquid assets as a percentage of deposits and
balances due to financial institutions) increased by 4.6
percentage points over March 2015 levels, to 54.1 percent.
Importantly, all banks exceeded the statutory minimum
12.0 percent liquid asset ratio. Additionally, liquid assets
provided coverage for 70.0 percent of customer deposits

(60.0 percent in March 2015) and represented 44.0
percent of total assets (37.0 percent in March 2015). The
continued reduction in lending in the banking system
along with the minimal increase in investments resulted
in the banks having more funds held at other financial
institutions, which are generally counted as liquid assets.
The improvement in the ratios is indicative of a general
improvement in liquidity conditions in the banking sector
during the 2015/16 financial year.
3.7 Trust Sector

As at December 31, 20153, on-balance sheet assets of the
trust sector amounted to $14M, while off-balance sheet
items, i.e. assets under management, totalled $811.1M.
The main components of the sector’s assets were liquid
assets and loans and advances (see Chart 3). Four
companies controlled 77.0 percent of the sector’s assets,
while the remaining 23 percent was widely dispersed
among the remaining companies. The sector’s fiduciary
activities predominantly involved the administration of
trusts, management of companies and management of
funds.

Chart 3: Distribution of Consolidated Assets in the Trust Sector

3

Beginning in 2016, trust companies are required to submit financial returns bi-annually, in June and December.
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Since 2010, there has been a notable decline in the demand
for trust services in the TCI which has constrained that
sector’s profitability. Total profits decreased to $283K
during the review period, compared to $1.28M recorded
in the corresponding period of 2014. It is anticipated that
passage of updated legislation, coupled with robust third
party marketing and promotional activities, will revive the
flagging market and serve to attract new investors.
3.8 Money Services Business Sector

As at 31 March 2016, there were three Money Services
Businesses (MSBs) operating in the TCI with a combined
asset base of $2.5M; a contraction of 13.0 percent when
compared to the corresponding period of the previous
year. Despite this decline, the sector’s profitability
increased significantly during the review period by 99.5
percent to $762,000 when compared with to $382,000
reported in the previous period. Two MSBs were the main
contributors to this increase in profitability. The improved
profitability was reflected in higher return on average
assets and equity ratios of 29.0 percent and 73.0 percent
respectively, relative to 14.0 percent and 47.0 percent in
the 2015 financial year.

financial year ended March 31, 2016, while the inflows
declined by 11.0 percent. As shown in Charts 4 and
5 below, Haiti and the Dominican Republic together
accounted for 56.0 percent ($49.5M) of the total outflows
and the United States of America accounted for the largest
share of the remittance inflows at 45%.
3.9 Staff Complement

The Department was staffed by seven officers with varying
degrees of technical, educational and regulatory training.
The minimum qualification was at the bachelor’s degree
level.
3.10 Training Activity

During the review period, staff were exposed to training in
credit risk management, trust administration, stress testing
and liquidity risk management. Staff also had 24-hour
online access to training material from the FSI Connect
learning portal which covered a wide array of courses in
banking supervision and financial risk management.

Funds transmitted through MSBs during the review
period totalled $94.6M, of which 93.1 percent ($88.1M)
were outflows. The outflows grew by 5.0 percent over the
Chart 4: Remittance Outflow

Chart 5: Remittance Inflow
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4.0

INSURANCE DEPARTMENT
REPORT

4.1 Overview

The review year was an active one for the insurance
sector in the Turks and Caicos Islands; Producer Owned
Reinsurance Companies (PORCs) continued to dominate
the sector. As at 31 March 2016, there were 7,002 active

international insurance licensees as compared to 45 active
domestic licensees (including insurers and intermediaries).
Table 2 provides details on insurance licensees over the
last five years:

Table 2: Total Active insurance licences in effect at 31st March, respectively

As the table above reveals, in the domestic sector there
was an overall increase in the number of licensees on a
comparative basis with the prior year. New licences were
issued to one general insurance company, one insurance
agent and four sub-agents. However, a life insurer
voluntarily surrendered the licence for its insurance agent,
thus resulting in no movement in the number of insurance
agents as at the end of the review period.

In the international sector, 840 international insurers’
licences were issued during the year, comprising 838
PORCs and two captive licences. The number of new
PORC licences issued during this period represents a
3.0 percent reduction when compared to the prior period
when 869 PORCs were licensed. During the review
period 61 PORC licences were surrendered, along with
one captive licence. Table 3 below highlights the movement
of licensees in the International Insurance Sector.
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Table 3: International Insurance Sector Licences Movement Year to March 31, 2016
4.2 Action Plan 2012/2016

The department is happy to report that it has achieved
all the goals set out in the 2012-2016 Action Plan for the
Domestic Insurance Unit with the exception of the issuing
of a guideline detailing the minimum requirements for
an acceptable reinsurance programme. However, this
guideline is scheduled to be circulated to the industry for
consultation during the third quarter of 2016.
In respect of the International Unit, not all the objectives
set out were accomplished. During the latter part of the
review year, work commenced on revised Guidelines and
Procedures for Licensing PORCs and Captive Insurers.
Consultations will continue in the 2016 financial year
with plans for implementation in that year. The purpose
of the Guidelines is to allow for enhanced data gathering
relating to applications for licences. Additionally, the
Insurance Department will commence other elements of
the 2012/2016 action plan relating to the International
Unit, including:
•

•

•

Preparing
a
Supervisory
Manual
for
the
International
Insurance
Unit
to
clearly document the current regulatory
practices for captive insurers and PORCS. In particular
there is a need for greater clarity in the definitions for each
category of insurer and reinsurer.
Introducing
regulatory
reporting
for
Insurance
Managers;
the
provision
of
current information on the international
insurers for which they are responsible.
Drafting
the
new
International
Insurance Ordinance in accordance with
international best practices for international
insurance.

Arising out of the IMF FSAP, an action plan was developed
to address the areas which the Mission recommended
as requiring attention in order to further enhance the
regulatory regime. Work commenced on addressing some
of those issues and for the next period the Department
will continue to focus its attention on achieving all the
goals set out in this new action plan.
4.3 Supervisory Framework

The Department made significant progress in the regulation
of the insurance sector. This included development of
an enhanced framework for the supervision of domestic
insurers, finalisation of an internal procedures manual,
and establishment of enhanced procedures for insurance
intermediaries (brokers and agents) and for the monitoring
of compliance with applicable legislation, regulations,
guidelines and regulatory directives.
Additionally, the Unit continued to participate in
self-assessment and peer-reviews developed by the
International Association of Insurance Supervisors
(“IAIS”), which assessed current levels of observance of
Insurance Core Principles and supervisory practices. This
process was twofold, in that:
i)

The
Commission
assessed
its
policies,
procedures
and
legislative
requirements
against
the
internationally
accepted
Insurance Core Principles; and

ii) The IAIS assessed the self-assessments completed by
its members and prepared a report of the overall level of
observance of the relevant Insurance Core Principles.
Further, the report also contained a summary of
the level of observance by insurance regulators that
are deemed to be our peers, that is, Offshore and
Caribbean IAIS members.
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4.4 Regulatory Activities during the Period
4.4.1 Regulatory Framework

During year under review, domestic insurers commenced
submitting internal and external audit reports, and
management letters to the Department. The information
submitted was reviewed and included in the Annual
Risk Assessment Report which was prepared for each
licensee. The Annual Risk Assessment was based on the
CARAMELS4 Risk Based Assessment methodology. The
CARAMELS methodology is an analytical framework
that is used by Insurance Regulators to assess the risk
profile of an insurer. Where deficiencies were identified
during the review, a compliance letter was sent to the
insurer describing the deficiencies, making appropriate
recommendations and providing a timeline for them to be
rectified. Additionally, the overall risk rating of a company
was part of the determinants for an onsite examination.

The Department commenced the preparation of quarterly
risk assessment reports for insurers, with the first such
quarterly assessment completed during the January to
March quarter.
Going forward, each quarterly risk
assessments will help with the timely updating of the
risk profile of the insurer and will allow for more effective
monitoring of changes in the insurers’ financial condition
and compliance with regulatory requirements.
The Department conducted onsite examinations of four
domestic insurers during the period under review; three
full scope and one targeted onsite examination. Table 4
below provides details on this and other areas of activity
during the period.

Table 4: Regulatory Activities Domestic Insurance Unit

Brokers were instructed by means of a circular dated November 2014 to submit audited financial statements for the
year ending 31st December 2014 and thereafter. The Department carried out a comprehensive review of the statements
submitted by the brokers during the period.

4

Under the CARAMELS framework, a company’s risk profile is assessed according to the following areas of exposure: Capital, Asset Quality, Reinsurance,
Actuarial Liabilities, Management and Corporate Governance, Earnings and Underwriting, Liquidity and Asset Liability Matching, and Self-Dealing
and Related Parties
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The regulatory framework was further enhanced by
continued dialogue with other regional insurance
regulators. The Commission participated in four Colleges
of Regulators meetings which were held to discuss cross
border insurers with a presence in the TCI.
4.4.2 Guidelines, Circulars
Supervisory Returns

and

Insurance

A few noteworthy enhancements in the new Ordinance
are:
i)

A new requirement for the creation of a Statutory
Fund to facilitate transfer of amounts equivalent to an
insurer’s net liabilities in the TCI, into suitable trust
arrangements earmarked solely for the protection of
policyholders in the TCI in the event of insolvencies
or liquidations.

After consultation with the industry, four guidelines were
issued during the review period. These guidelines are
expected to improve the regulatory regime in the TCI.
These were:

ii) Formalisation of the current requirement for the holding
of restricted deposits, which purpose is to ensure the
availability of funds in the jurisdiction to offset costs
in the event of liquidation.

i)

iii) Expanded provisions to improve and strengthen
reporting requirements and prudential standards in
respect of, inter alia, capital adequacy and actuarial
valuation of insurance liabilities.

Actuarial Requirements Guideline for Domestic
Insurers – this sets out the criteria used by the
Commission in determining whether to recognise or
approve an actuary and the minimum elements that
should be included in the Actuarial Valuation Report.

ii) Guidelines for Head Office Oversight and Internal
Controls for Insurers – this require Head Offices to
develop supervisory systems which will oversee the
insurer’s TCI operation.
iii) Annual Compliance Report – this outlines the
requirement for Compliance Officers of domestic
insurance licensees to submit to the Commission
relevant evidence of Compliance Reports presented to
the Board of Directors, with respect to the licensee’s
compliance function.
iv) Licensing Guidelines for Domestic Insurance – this
outlines the requirements for obtaining a licence to
operate as a domestic insurer in the TCI.
4.4.3 Draft Domestic Insurance Bill

The Domestic Insurance Bill was passed in the House of
Assembly during March 2016. The new Ordinance will
introduce a number of provisions which are expected to
modernize the legislative and regulatory framework for
domestic insurance, and align these more closely with
international standards. The 2016 Domestic Insurance
Ordinance is also intended to strengthen existing
protection, and provide additional ones, for policyholders.

The accompanying regulations are expected to be
issued during the 2016 financial year. The Ordinance is
scheduled to come into effect to coincide with the issuance
of the regulations. The Department will work assiduously
to complete any necessary changes to the draft regulations
with the view of circulating same to the industry for
consultation and final submission to Cabinet during the
fourth quarter of the next financial year.
4.5 Financial and Statistical Review of the
Domestic Insurance Sector

During the review period, gross premium written by the
sector increased by 19.4% to $38.9M. However, premiums
ceded to reinsurers also increased by 42.1% to $28.3M,
resulting in 16.4% decrease in net premium income.
The main class of business underwritten in the TCI was
property which was heavily reinsured, accounting for the
high levels of premiums ceded to reinsurers. During the
period under review gross premiums written for property
risk represented 68.7% of the sector’s gross premium
written.
Non-life insurance business has always contributed the
lion’s share of the domestic insurance sector’s net income,
generating net income of $2.9M compared to losses of
$0.08M generated by the life sector.
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Chart 6: Select Insurance Indicators

Chart 6 above shows continuous growth in the domestic insurance sector over the last five years. For the year ended 31st
March 2016 total assets of the domestic insurance sector amounted to $48.2M, an increase of 20.8% when compared to
the corresponding period of the previous year. Cash, loans and investments continued to represent the largest proportion
(54.3%) of the industry’s assets. A breakdown of the industry’s assets as at 31st March 2016 is provided in Chart 7 below.

Chart 7: Composition of Domestic Industry Assets
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4.6 Special Dispensation

Insurance Brokers are required to obtain special dispensation from the Commission prior to placing domestic insurance
business with any insurer not licensed to operate in Turks and Caicos Islands. During the review period the Commission
approved 139 applications for special dispensation and rejected three (See Chart 8 below).
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Chart 8: Special Dispensation Granted by Class

4.7 Restricted Deposits

Certain categories of insurance companies are required to
establish and maintain a Restricted Deposit with a TCI
licensed financial Institution. As an additional safeguard,
the funds are held to the order of the Commission and
cannot be removed or reduced without the Commission’s
prior written approval. For the year ended 31 March 2016,
total Restricted Deposits held was $19.3M compared to
$20.1M for the prior year.
4.8 Enforcement Action

The Commission issued 58 Notices of Intention to take
Disciplinary Action, which resulted in 29 penalty notices
being issued against insurance licensees.
4.9 Staff Complement

The Insurance Department was staffed by 13 officers with
varying degrees of technical, educational and regulatory
training. During the review period the Domestic Insurance

Unit contracted by one officer while the International Unit
expanded by one office.
4.10 Training

The Commission remained committed to the
development of its employees, and as such, continued
to enhance the technical competencies in the Insurance
Department. During the review period members of
the Department participated in online training courses
including the FIRST ONE Programme, an FSI-IAIS
Regulatory and Supervisory Online Programme (Virtual
Seminar). Additionally, staff attended numerous training
programs, including workshops and seminars facilitated
by the Caribbean Association of Insurance Regulators/
Caribbean Regional Technical Assistance Centre
Workshop, and Group of International Financial Centre
Supervisors (GIICS).
Employees also attended training events facilitated by the
Commission in association with the Insurance Institute of
Barbados and the Insurance Institute of Bahamas. These
training sessions covered the following topics:
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•

Fundamentals of Financial Services

•

Introduction to Insurance & Basic Underwriting
Concepts

•

Commercial Underwriting & Claims

•

Trust Administration

•

Law for Banking and Finance

During the year, three staff members completed their
Bachelors’ Degree in Business Studies (Human Resource
Management and Finance & Management) and two
others have enrolled in the Associates Degree in Business
Studies programme at the TCI Community College.

These short courses have helped the staff to develop their
skills in the areas of insurance and to also expand their
knowledge of the role played by the Commission in the
financial services industry, especially as relates to banking
and finance.
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5.0

COMPANY MANAGEMENT AND
INVESTMENTS DEPARTMENT REPORT

5.1 Overview

The Company Management and Investments Department
began the year preparing for the IMF Financial Sector
Assessment Program and finalising its initial contributions
to the National Risk Assessments.
New regulatory reporting requirements for company
managers were introduced in March 2015 and the
response to this initiative was generally positive. There
was increased communication with licensees during the
year for information, clarification and guidance from the
Commission. In March 2016, the Commission became a
full member of the International Organization of Securities
Commissions (IOSCO). It is anticipated that licensed
investment businesses will leverage the recognition that
comes with the Commission’s membership in IOSCO.
As a result of administrative changes, there was a delay
in the scheduling of on-site visits by the Department.
Approximately 41.0 percent of company managers have
been examined in the past three years, largely for AntiMoney Laundering/Prevention of Terrorist Financing
compliance. The Department has scheduled its on-site
examinations to re-commence in the latter half of 2016.
The programme thereafter will be continued on a regular
and risk-focused basis.
5.2 The Action Plan 2012-2016

The Commission’s Action Plan for 2012-2016 provided
for an amendment to the Investment Dealers (Licensing)
Ordinance (IDLO) to facilitate the licensing of Investment
Advisers as well as for the issuance of supervisory

5

guidelines for investment businesses based on the IOSCO
Core Principles5. The draft amendments, along with the
guidelines, were completed with a view to being finalised
during 2016.
In November 2015, amendments to the Company
Management (Licensing) Ordinance, the Investment
Dealers (Licensing) Ordinance and Mutual Funds
Ordinance were passed by the House of Assembly and
provided for administrative fees to be charged in relation to
the licences issued under these Ordinances. The amended
Ordinances were scheduled to come into operation on
April 1, 2016. The fee schedules are to be rationalised and
a submission will be made to Cabinet for consideration in
the latter part of 2016.
5.3 Sectoral Review

One investment dealer surrendered its licence during the
review period as the licence was no longer considered
relevant to the entity’s business model. Despite the loss
of a licensee, the investment business sector (investment
dealers and mutual funds operators) recorded growth in
the value of asset under management. The consolidated
value of their investment portfolios as at March 31,
2016 was $864,758,428. This represents an increase of
$175,331,086 or approximately 25% over the previous
year.
Table 5 below captures the number of licensed entities in
force, action taken in relation thereto and other important
regulatory activities conducted during the period under
review.

These are a set of standard rules issued by the International Organization of Securities Commissions (IOSCO), on how Regulators of Securities
Businesses should conduct their regulatory activities to ensure effective supervision of those Securities Businesses.
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Table 5: Licenses by Type and Movements during Period under Review
5.4 Staff Complement

i)

The Department had three member of staff, including
the Head of Department. During the review period,
the officer who operated from the Providenciales office
was transferred to the Compliance Unit. At the same
time a new officer joined in the Grand Turk office, thus
maintaining staffing levels and the regulatory capacity of
the Department.

ii) Two compliance officers attended the Anti Money
Laundering Examination Seminar sponsored by the
Caribbean Group of Banking Supervisors and the
Federal Reserve System hosted by the BVI FSC in
May 2015.

5.5 Training

During the year all staff in the Department participated
in several local and regional compliance and associated
training. Details of those training are:

The Head of Department attended a Chartered
Director Programme through the Caribbean
Governance Training Institute in October 2015.

iii) An officer was pursuing a diploma in Corporate
Governance and Compliance through the
International Compliance Association of the
United Kingdom in association with Manchester
University.

Turks And Caicos Island Financial Services Commission

27

6.0

COMPLIANCE UNIT
REPORT

6.1 Overview

i)

The period under review represents the first full 12
month period of operation of the Compliance Unit since
its inception in June 2014. The Unit was responsible for
assessing compliance with the Anti-Money Laundering
and Prevention of Terrorist Financing Regulations by
regulated and supervised entities (financial and nonfinancial) in the TCI.

ii) 86
registered
Designated
Non-Financial
Businesses
and
Professions
(DNFBPs)
in
the
Commission’s
capacity
as
the
appointed DNFBP Supervisor; and

Chart 9 below provides a summary by sector of those
regulated and supervised entities for which the Compliance
Unit had supervisory responsibility:

95 licensed financial institutions;

iii) 141 Non Profit Organisations (NPOs) in the
Commission’s capacity as the appointed NPO
Supervisor.

AML Compliance Landscape
As at 31 March 2016
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Chart 9: AML Supervisory Responsibilities by Type
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6.2 Supervisory Activities

The Compliance Unit undertook risk based supervision by
way of both onsite examinations and offsite surveillance.
In addition to a quarterly monitoring regime of key
statistics, the Compliance Unit committed in early 2015
to undertake annual on-site examinations of the licensed
MSBs. All three MSBs were examined between March
and June 2015.
The Commission commenced examination of licensees
in the Company Management (Corporate Service
Providers) Sector in June 2015. The Unit conducted 11
onsite examinations during the review period. The focus
on the Company Management Sector was influenced by
increased global scrutiny of company formation and the
link to undisclosed beneficial ownership.

by management. At this stage the Unit has adopted a
consultative approach and provided, where necessary,
support to the licensee with the objective of achievement
of “sustainable remediation”.
As the supervisor of Designated Non-Financial Businesses
and Professions (DNFBPs) and Non Profit Organisations
(NPOs), the Commission continued the registration of
new entrants into these sectors during the review year. As
at 31 March 2016, there were 86 DNFBPs, with attorneys
representing the largest portion at 40.0 percent.
Chart 10 below provides a breakdown of the composition
of the DNFBP sector, showing totals of those groups
which were registered as at the end of the financial year
under review.

At the conclusion of each examination the licensee was
provided with a report with a detailed commentary on
those areas in the anti-money laundering and prevention
of terrorist financing regime which required attention

Chart 10: Total DNFBPs and Composition as at March 31, 2016
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There were 141 NPOs, of which 45 (32%) were churches (see Chart 11 below).

Chart 11: Registered NPOs Activity by Type at March 31, 2016
6.3 Legislation

The Unit played a key role in the consultation process
in respect of the proposed amendments to Part V of the
Companies Ordinance, specifically relating to Non-Profit
Companies.
6.4 Money Laundering and Terrorist Financing
National Risk Assessment

The Unit commenced work during the review period on
the Turks and Caicos Islands National Risk Assessment
(NRA) of the money laundering and terrorist financing
risks faced by the jurisdiction. Upon completion of this
exercise all stakeholders will have a clearer understanding
of the jurisdiction’s money laundering and terrorist
financing risks and vulnerabilities. The jurisdiction will
also be in a stronger position to enhance existing and,
where necessary, introduce new measures to provide
further protection.

The NRA, which commenced in October 2014, is an
initiative led by the Attorney General and supported in
the role of coordinator by the Head of Compliance at
the Commission. Completion is targeted for the end
of 2016, at which time a report will be prepared and
recommendations provided to key stakeholders with focus
on those areas of greatest risk for potential abuse.
6.5 Staffing

As at 31 March 2016, the Unit had a staff complement of
five officers, an increase of one officer during the year. The
staff comprised four Compliance Officers and a Head of
Unit.
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6.6 Training

The Unit continued to contribute significantly to training
relevant staff of licensees on compliance with anti-money
laundering and prevention of terrorist financing matters.
In September 2015 the Unit, together with other Financial
Services Commission staff, provided three speakers to
support the first TCI Compliance Association AML/
PTF Seminar.

During the review period, the Head of Unit was awarded
the Certified Advanced AML Audit Specialist (CAMSAudit) credential from the Association of Certified AntiMoney Laundering Specialists (ACAMS). This award
was the first such award to an individual in the Turks and
Caicos Islands.

Training of staff within the Unit was considered to be
a priority, with focus not only on the pursuit of external
professional qualifications in the field of anti-money
laundering but also in-house training was provided
on examination techniques based upon internal audit
disciplines.
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7.0

REGISTRY
REPORT

7.1 Overview

7.2 Companies Registry

The Registry continued to operate under the guidance
of the Commission, which appoints a Registrar to
oversee its operations. The Registry consists of the
Companies Registry, Trademarks Registry, Patents
Registry and Business Names Registry (the “Registries”).
The Companies Registry has responsibility for the
incorporation and processing of returns and documents
in relation to companies, business names and limited
partnerships.

During the period under review, the Company Registry
incorporated 1,412 (1,403 in 2014/15) companies. This
was consistent with the level of incorporation during the
previous financial year. Producer Owned Reinsurance
Companies were the primary driver of new incorporations,
accounting for approximately 62.0 percent (60% prior year)
of total incorporations. Limited partnership registration
continues to show very little activity, moving from 62 to
63. Reinstatements, strike-offs and dissolutions during
the period resulted in a net gain of 299 companies. As
at 31 March 2016 there were 15,864 companies and
partnerships on the register broken down as per Table 6
below:

Table 6: No. of Entities on Companies’ Registry (Comparative Basis)
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During the review period, 12,184 returns were filed
with the Companies Registry compared to 12,147 in
2015. Ordinary companies, under an amendment to the
Companies Ordinance made in the previous year, now
have until June 30 of each year to file their returns. This
meant that the returns for 2015 were technically not due
until June 30, 2016.

•

Business Names Registration Ordinance – It
is proposed that the Ordinance be amended to
incorporate the need for registration by a company
of any trade name it assumes for the purpose of its
trading activities; make provision for the charging
of different rates for a new registration as against a
renewal; imposition of a penalty for late payment;
the power being granted to the Commission for the
making of rules applicable to various matters, such
as, how names may be granted and requiring cross
reference of names with the Trademarks Database.

•

Companies Ordinance – repeal and replacement of
the current Ordinance and introduction of separate
Insolvency Laws.

•

Trademark Rules – updating of these to coincide
with the Trademarks Ordinance 2009

The Registry remained very active in processing requests,
such as, certificates of good standing, searches, notices and
resolutions.
7.3 Trademarks and Patents Registries

During the 2015/16 financial year there was a return
to growth in the volume of new trade-marks registered,
increasing by 14.7 percent to 422. As with the previous
period, patent registrations contracted during the review
period. During the 2015/16 financial year, 14 patents
were registered, a 21.4 percent decline when compared to
the previous year.
7.4 Business Names

Business names saw significant activity during the period,
due largely to changes in Government’s Business Licensing
Policy of ensuring persons are first registered and up to
date with their business name before being issued with
a business licence. As a result, the registry received 881
new applications for registration, with 2,501 registrations
being effected during the year.
7.5 Legislative Agenda

The Companies (Amendment) Ordinance 2015 was
enacted in November 2015 and came into force on April
1, 2016. These amendments increased the number
of restricted words that require formal approval prior
to being included as part of the name of a company,
and made it mandatory for every company, other than
an ordinary company, to appoint a Registered Agent.
Further, the Registered Agent of an exempted company
must be licensed under the Company Management
Licensing Ordinance. This change was made to ensure
that a licensed person was responsible for due diligence
and AML compliance.
The Registry, in consultation with the industry and the
public, will begin the process of introducing and amending
legislation in the following areas in the next year:

7.6 KRegistry

Work on the companies’ registry electronic platform,
the KRegistry, continued and there were a number of
developments bringing us closer to a final, acceptable
platform. A number of key change control features
(specification amendments) relating to the overall
functionality of the program were introduced. These will
serve to make the graphical user interface more user friendly
and make processing more efficient. The Commission
was also nearing introduction of the KRegistry Business
Name module (a platform applicable to trade or assumed
names rather than incorporated companies), which will
be available to both internal and external users. This will
add to the suite of services that will be available over the
counter and to online customers via the web portal. These
services include the following:
i)

Submission of statutory notices

ii) Processing of incorporations
iii) Application for name clearance and reservations
iv) Filing of annual returns
v) Application for Certificates of Good Standing and
search requests.
The critical remote access modules of the platform were
not yet ready for public use as the Registry eagerly awaited
the passage of the Electronic Transactions (Certification
Service Providers Relevant Criteria) Regulations. These
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Regulations (Electronic Signing) were passed shortly after
the financial year end and draft applications have been
provided, clearing the way for the Commission to proceed
with the development of the online filing and payment
module. This puts us one step closer to the deployment
of the long awaited E-Filing initiative that will give
persons the ability to do business with the Commission
uninterrupted for 24 hours a day from anywhere in the
world. Registry staff will provide training to the industry.
Also, the Registry will be soliciting the assistance of the
industry in testing of the system.

and a one week designs training package. The participant
found the course to be very useful.

Although the overall platform is yet to be launched, use
continued to be made of the back-office portions of the
KRegistry software, which were completed some time
ago. The system is now much nearer to completion and is
expected to go live during the coming financial year.

7.9 Action Plan 2016-2017

7.7 Staffing

ii) Review and update the Trademarks and Patents
databases and transition to a new, more user friendly
platform which facilitates searches by third parties;

Our team increased to 24 officers as at 31 March 2016,
up from 20 in the prior period. Two staff members were
promoted during the period.
7.8 Training

In addition to the sector specific training noted above,
Registry staff continued to make use of the various
training and development opportunities afforded by the
Commission through enrolment in various academic
programmes in several fields, ranging from associates
degrees to masters’ programmes at the local Community
College and online universities, respectively.

The Registry plans to address the following during the
2016/17 financial year:
i)

Revise and introduce new forms;

iii) Increase the efficiency of Registry processes and
improve service level to the public; and
iv) Develop relationships with other Registries.

The Senior Trademarks and Patent Administrator travelled
to Newport, South Wales in February 2016 to attend the
UK Intellectual Property Office (IPO) Trade Marks and
Design Training programme. The training comprised a
two week trade mark examiner induction programme that
the IPO delivers to all of its new trademark examiners,
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8.0

LEGAL AND ENFORCEMENT
DEPARTMENT REPORT

8.1 Responsibility and Functions

to take Disciplinary Action (NIDA) were issued; 32
penalties were imposed and 31 notices were withdrawn6.
In addition, there were two instances in which directives
were issued, with one being subsequently withdrawn. The
following table shows the number of disciplinary and
enforcement actions taken, broken down by Department
and action type.

The Legal and Enforcement Department (LED) is
responsible for providing legal advice and support to
the Commission, and for advising on enforcement and
disciplinary action against licensees.
8.2 Disciplinary and Enforcement Actions

The Commission continued its efforts to ensure compliance
with the various Ordinances, Regulations, Guidelines and
Regulatory Directives by taking appropriate disciplinary
and enforcement actions, where necessary. In this regard,
during the period under review 63 Notices of Intention

7

Table 7: Disciplinary and Enforcement Action 2015-2016

6
7

NIDAs were withdrawn for various reasons including subsequent compliance, orders from the Court, etc.
These represent two NIDAs withdrawn after consideration of written representations
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8.3 Legislation

The LED continued to work on new legislation and
amendments to existing legislation. This work, in
collaboration with the industry and the Attorney General’s
Chambers, resulted in the passage of the following
Ordinances:
•

Domestic Insurance Ordinance

•

Trusts Ordinance

•

Trust Companies Ordinance

•

Companies Amendment Ordinance

•

Company Management (Licensing) (Amendment)
Ordinance

•

Mutual Funds (Amendment) Ordinance

•

Investment
Ordinance

Dealers

(Licensing)

(Amendment)

The Department will be working on the following pieces
of legislation in the coming financial year:
•

Banking Ordinance

•

Banking Regulations

•

Trust Companies Regulations and Code

•

Domestic Insurance Regulations

•

Business Names Bill

•

Companies (Amendment) Bill

In respect of the Trust Companies Regulations and
Code, and the Domestic Insurance Regulations, these are
required to accompany the primary pieces of legislation
which were passed during the review period.
It is anticipated that the above pieces of legislation and
the Companies (Amendment) Bill will be ready for
submission to the House of Assembly during the 2016/17
financial year.
8.4 Regulatory Cooperation

The Commission continued cooperating with local,
regional and international authorities involved with

financial regulation and supervision. During the year
under review, the Commission provided assistance to the
Financial Services Board of Pretoria, South Africa. The
Commission continued to support domestic authorities
by supplying limited information from the Companies
Registry.
The Department is proud of the positive role that it has
played in a number of key domestic and international
initiatives. The Department, along with the Compliance
Unit, continued to provide strong support to the TCI
National Anti-Money Laundering Committee. The
Department also continued to play its part in the
Commission’s Anti-Money Laundering and Countering
the Financing of Terrorism programme, by helping to
ensure that the recommendations of the Caribbean
Financial Action Task Force (CFATF) are being addressed.
A number of CFATF meetings were attended during
the year and feedback provided to the Compliance Unit
and other internal stakeholders of the Commission on
progress being made on the Commission’s review, which
was carried out by the CFATF. The Senior Legal Counsel’s
work during the period extended to being an Assessor for
the CFATF’s International Cooperation Review Group
(ICRG) and the Working Group on FATF Issues. This
high level participation on CFATF initiatives was very
helpful in preparing the Commission for the review of the
TCI by the CFATF.
8.5 Memoranda of Understanding

In an effort to enhance its regulatory regime and to facilitate
cross border supervision of licensees, the Commission
continued work on establishing formal relationship with
relevant overseas regulatory agencies. During the review
period, the Commission entered into domestic and
international Memoranda of Understanding (MoU) to
assist in the achievement of this goal.
The following international MOUs were in the process of
finalisation:
•
•

•

IOSCO MMOU: The Commission was able to
satisfy the requirements for membership in the
organisation.
MOU with Antigua and Barbuda Financial Services
Regulatory Commission: The draft has been reviewed
and approved; it is anticipated that the MOU will be
signed in the 2016/17 financial year.
Caribbean Association of Insurance Regulators’
MOU: draft reviewed and work continues to facilitate
execution.
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The Commission was working with the following agencies
to establish domestic MOUs:
•

Financial Intelligence Unit

•

Exchange of Information Unit

•

Attorney General Chambers

•

Integrity Commission

was instructive, as it clarified the scope of the Commission’s
authority in relation thereto. The other matter indicated
the need for more robust procedures in relation to the
Commission’s enforcement actions.
8.7 Staff Complement

The Department had a staff complement of two: the
Senior Legal Counsel and the Legal and Enforcement
Consultant.

8.6 Litigation

During the review period the Commission engaged
in a number of litigation matters, some of which were
ongoing from previous years. Two of the decisions handed
down during the period were helpful in informing the
Commission’s future regulatory policies. In the first
instance, the issue of how the FSC may act in relation to
restricted deposits held to the order of the Commission
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9.0

INFORMATION TECHNOLOGY
REPORT

9.1 Overview

9.3 Continuing Initiatives

The Information Technology (IT) Department played
an integral role in the day to day operations of the
Commission. With over 70 employees who rely on its
services, it is vital that the IT Department works to ensure
that key IT services, such as network access, email and
document management, are maintained and accessible
daily.

The Department continued to provide support and
oversight in relation to the KRegistry8 and Kreview
electronic platforms. The Project Manager continued
to work with the developers and third party vendors to
facilitate the completion of software development. We
anticipate that with the work which was advanced during
the year these projects should now be completed by end of
the next financial year.

9.2 New IT initiatives

A number of new initiatives were undertaken by the
Department during the period under review, all aimed at
either protecting or improving its services to its clients.
These included:
•

Developing a number of policies and procedures in the
areas of IT and information security, and implemented
several technical and administrative controls for
mitigating IT risk in the organisation.

•

Assisting in developing, in collaboration with the
commercial bank, a framework for an Automatic
Clearing House (ACH). The objective of the ACH
is to improve the efficiency of the clearing system for
banks in the jurisdiction.

•

Conducting a comprehensive review of the
Commission’s website and adding a number of new
sections and modified existing ones to ensure that upto-date information was always available to internal
and external users.

•

Establishing a Direct Internet Access line to facilitate
more stable and secure data connectivity between the
Grand Turk and Providenciales offices.

8

9.4 Staff Complement

As at 31 March 2016, the Department had eight officers.
One officer was promoted during the year from Junior
Analyst to a Systems Administrator.
9.5 Training

Staff of the IT Department continued training in
developing Oracle databases and CompTIA Security.
The Head of the IT Department participated in a Cobit
5 introductory course. COBIT (Control Objectives for
Information and Related Technologies) is a framework
created by an international professional association,
ISACA, for developing, implementing, monitoring and
improving IT management and IT governance practices.
These training courses are expected to enhance the capacity
of the Department to provide the highest level of security
for the organisation’s IT resources, as well as enhancing
the development and use of databases organisation wide.

This is the Companies Registry electronic data platform which was commissioned in prior years and which seeks to allow for the storage and retrieval of
data electronically and remotely. Once complete, people will be able to incorporate companies online as well as file and view their returns remotely.

Annual Report 2015/16

38

10.0

FINANCE AND ADMINISTRATION
REPORT

10.1 Administrative Review

Towards the end of the review period there was a change
in management at the Commission, with the departure of
the former Managing Director, who served for seven years.
We thank him for his contribution over those years. We
also take the opportunity to welcome the new Managing
Director.

The Commission’s staff complement as at the end of
the financial year is represented in the chart below. The
numbers are reported as per the functional divisions of
Registries, Regulatory, Support & Administrative and Policy,
Legal & Enforcement.

Sta Complement by Func on
Regulatory (39%)

Registries (30%), 24

Regulatory (39%), 30

Policy, Legal & Enforcement (4%)
Support & Administra ve (26%)

Support &
Administra ve (26%),
20

Registries (30%)

Policy, Legal &
Enforcement (4%), 3
Chart 12: Staff Numbers by Functional Units

The staff complement grew by 7.0 percent during the
period, with the net addition of five new members; two to
the Compliance team and three to the back office support.
Total staff complement at the end of the period was 77
(see Chart 12).

external training were utilised. Staff from the regulatory
and compliance divisions were sent on a number of
overseas courses. Those courses were seen as important
in increasing the knowledge and exposure of the
Commission’s staff. These included:

The Commission continued its efforts to develop its
most valuable resources, its employees, and to that end
attempts were made to document a process of training
and development for staff. In addition, a succession plan
was laid out that seeks to ensure that the necessary skills
transfer is made by the expatriate staff to the local staff
over a five year period. This document has been endorsed
and approved by the Commission’s Board.

•

Anti-Money Laundering Seminar held in British
Virgin Islands, May 8-4, three staff members attended.

•

Egmont
Supervisory
Course,
Jamaica
July 13-16 covering
Introduction to
Supervisory Tools and Guidance, Supervisory
Examinations in detail, Overview of Risk Assessment,
Addressing Non-Compliance; one staff member
attended.

As part of the training process, targeted opportunities for

Turks And Caicos Island Financial Services Commission

39
•

CEMLA Capital Planning and Stress testing May
18-22, Brazil; one staff member attended.

•

GIICS Captive Insurance Training, Cayman Islands for
the period 20th - 22nd October 2015; one staff member
attended.

•

UK Intellectual Property Organization Trademarks
and Designs Training Programme
January
25-February 26, 2016, UK; one staff member
attended.

Efforts continued to be made to assist staff who were
desirous of obtaining either a first or second degree in
their chosen fields. Seven members of staff were successful
in obtaining their certification during the period and were

recognized by the Commission through the presentation
of small gifts. The Commission continue to urge all staff
to take advantage of the support, within the revised
framework that is being developed. Eighteen members
of staff continue to pursue their desired course. During
the review period the Legal Counsel was successful in the
completion of her post graduate certification, Masters in
Law: International Corporate Governance and Financial
Regulation. As a result of such accomplishment she was
subsequently promoted to Senior Legal Counsel.
In addition to training for its staff, the Commission
continued its drive to provide training and or support
to the Industry. Various such events took place and are
detailed in the table 8 below.

Table 8: FSC Sponsored Training-Industry

The Grand Turk staff, who for a while felt that their
working environment was not of the highest standard,
were relocated mid-way through the financial year to
a new location at Waterloo Plaza. The new offices are
spacious and well-appointed and as a result we expect to
see improvements in our staff satisfaction and productivity
levels going forward.
At the Providenciales location, work was started on
the renovation of the unit which was acquired in the
previous period. When completed, this unit will house the
Compliance, Business Names, Information Technology
and Reception staff. The completion is eagerly awaited
both by employees and clients, who feel that the current
space is too cramped. We expect this work to be completed
by the second quarter of the next financial year.

9

An organisational review was commissioned last year,
which is five years since the first one was done in 2010.
The report has not yet been finalized and when completed
we expect there to be recommendations which will
help to guide the Commission in relation to a revised
organizational structure and staffing requirements, which
should be in keeping with current regulatory requirements.
10.2 Financial Performance
10.2.1 Revenue

Total Revenues9 for the period under review was $8.4M,
compared to $9.3M for the prior period; a 10% contraction.
While the Registries accounted for the largest portion of the
contraction, this decline was not in respect of core Registry

Revenue from all sources, including land share transfer duty and sundry fees
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The Commission is not able to determine or predict
revenue from land share transfer duties as this is driven
by the performance of the real estate market and whether
companies are used to effect transactions.
Chart 13 shows the movement in total revenues over a
four year period.

revenues (incorporations, annual fees and searches), which
remained flat year over year, but is attributable to a 55%
reduction in the revenue from land share transfer duties
earned in respect of land shareholding companies10. Land
share transfer duties amounted to $0.7M for the period
under review, compared to $1.6M for the previous period.

FSC Total Revenues
9400000

$9,271,712

9200000

Total Revenues

9000000
8800000
8600000
8400000

$8,384,143
$8,411,915

8200000

$8,361,593

8000000
7800000
2015/2016

2014/2015

2013/2014

2012/2013

Chart 13: Total Revenues 4 year Period

The Registries11 continued to account for the bulk of
the revenue generated by the Commission at just about
75% ($6.3M), down from about 78% ($7.2M) in the
previous period. The reduction in the Registries revenue
is explained by the contraction in the land share transfer
duties collected.
Despite the overall 3.0 percentage point reduction in the
share of revenue contributed by the Registries, the Business
Names Unit saw an increase of 19% in collections. This
was due to the large number of registrations and renewals
that were effected due to changes in TCIG Business
Licensing policy, which now requires all entities to have
their Business Names registration up-to-date prior to
obtaining a business license. We expect this upward trend,
albeit at a more moderate rate, to continue.

10
11

Revenue from the Insurance Department accounted for
18% of total revenue, compared to 15% in the previous
period. The Producer Owner Reinsurance Companies
(PORCs) continued to be integral to the operations of
the Commission and were the largest revenue driver for
that Department and the Commission. This was due to
the number of incorporations and license fees collected,
relative to other Departments. The PORC sector grew by
over 9% year over year and accounted for the 3.0 percentage
point movement in the Insurance Department’s share of
total revenues.
The Banking Division was the third largest revenue
earner for the Commission, accounting for 4% of total
revenues. Revenues from banks have remained flat over
the last three years, due to no increase in the number of

A company whose primary objective is the holding of land and the value of the transfer is assessed at 8% of the market value of the property transferred
Companies, trademarks, Patents and Business Names
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banks in the jurisdiction as well as to the fact that the
fees have remained unchanged since 2009. At that level of
contribution, the banking sector represented 25% of the
revenue generated by the Insurance Division.
Company Management revenues, at just 2%, accounted
for the smallest contribution, notwithstanding the fact
that it has one of the highest number of licensed entities
supervised (37), second only to the PORC insurance subsector (6,391).

Chart 14 below shows the relative contribution (by
Dollar value) of each revenue generating department at
the Commission. The chart shows that fee for Company
Management and Other - such as those from designated
non-financial businesses and professions - are minuscule
compared to other revenue generating divisions.

8000000
7000000
6000000
5000000
4000000
3000000
2000000
1000000
0

2015/2016
2014/2015

Chart 14: Revenue Contribution (Dollar Amount) by Departments
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In terms of performance against budget, the outturn has fluctuated dramatically, as shown in Chart 15. The primary
driver of the variance each year is the performance in relation to land share transfer duties and penalties imposed for late
returns and breaches of regulatory provisions by licensed entities.

Chart 15: Total Revenue vs Budget 2013/2014 to 2015/2016

The 2014/15 period was exceptional for the Commission
as it relates to revenue for land share transfer duties and
penalties. The large variances each year are due to the
fact that penalties are not budgeted for while land share
transfer duties are always forecasted at a conservative level.

in core revenue in the previous period; which reflects
stability in the Commission core revenue base13 . Chart
16 below shows the growth in core revenues over the select
periods, moving from $6.5M in 2013/2014 to $6.9M in
2015/2016.

While Total Revenues fell by 10%, Core Revenue12 increased
by 3% over the period. This compares to a growth of 4%

12
13

This represents income earned, excluding sundry fees and land share transfer duties – see note 5 below
That is, as sundry fees from penalties and land share transfer duty are highly unpredictable and do not make sound bases on which to lay the revenue
base of the Regulator
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Growth in Core Revenues (Select Periods)
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Chart 16: Revenue Growth (Core) for select periods

When the core revenue growth is disaggregated it shows
that only the PORC sector has shown any marked
increase over the period (insurance grew by 5%). Money
transmitters contracted by 23%, due to entities exiting the
market, while company managers remained flat over the
period.
10.2.2 Measures to Grow Revenues

A number of initiatives have been taken or are being
examined to grow revenues, some of which are long term
and not expected to bear fruits in the immediate term.
An administrative fee was introduced for licences issued to
sub-agents of money remitters, as supervisory efforts are
required to oversee these entities. As from February 2016
these licensees were required to pay a registration fee and
an annual fee of $500 for each such sub-agency licence. As
this policy was introduced towards the end of the financial
year it had no meaningful impact on revenues. Going
forward, given the relatively small number of entities,
the impact will be limited. However, as oversight creates
regulatory costs, the fees will help defray some costs.
During the last quarter of the financial year the Board
directed that a study to be done on the unit cost of
supervision so as to allow for a full understanding of the
cost and revenue structure for each licence type. This study
will help inform decisions regarding the Commission’s
appropriate fee structure going forward.

The completion of the KRegistry electronic platform
should boost revenue, as the faster and more efficient
service should lead to more company incorporations. This
should make the jurisdiction more competitive. KRegistry
should be completed within the next financial year.
10.2.3 Expenditure

Consolidated expenditure increased by 38% for the year,
when compared to the previous year; a movement from
$5.3M to $7.3M. This was primarily as a result of legal
and professional costs relating to a number of legal matters
which had to be addressed. This resulted in the percentage
of total expenditure attributable to legal costs being 13%
for the period, up from 1% for the previous period. This
high level of legal cost is not expected to reoccur.
There were increases in other expenditure areas which are
expected to be sustained in the future. These are in the
areas of staff costs, training and rental expenses. In the
case of staff cost, additional staff were hired in Compliance
and Banking to help support the supervisory efforts. Staff
costs for the period were $3.8M, up from $3.3M in the
previous financial year. As to be expected, staff cost was
the largest expense for the Commission, 62% in 2014/15
and 52% in 2015/16. When adjusted for the unusual legal
costs, staff costs represented approximately 60% of total
expenditure in the 2015/16 financial year.
The training expense reflects the Commission’s continued
effort to use internal and external training as part of the
development of it staff. Additionally, the Industry was
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assisted in specified areas with training for its members.
These efforts, while costly, will ultimately redound to the
benefit of the Commission, the stability of the financial
services industry and the jurisdiction. Concomitantly,
the training budget and actual expenditure increased
during the period (37% compared to prior period) and are
expected to be sustained going forward.

Overall, 8.6% was added to the Reserve Fund for the
year, which brings the amount to just above $7.0M. The
Reserve Fund is based on the level of expected recurrent
expenditure, and the growth is as a result of the increased
cost base of the Commission as reported previously in
respect of expenditure.

Having relocated from its Pond Street address to Waterloo
Plaza in Grand Turk, the Commission saw increased
rental expenses of 160% monthly due to the much larger
space now occupied. The upshot of this increased cost is
increased staff and customer satisfaction.

10.3 Looking Ahead

10.2.4 Assets and Liabilities and Reserve Fund

Total Assets, excluding fixed and intangible assets, fell by
22% during the period (from $10.3M in 2015 to $8M as
of reporting date). This was largely due to the pay down of
balances due to the Turks and Caicos Islands Government
(TCIG). Total cash and interest bearing assets amounted
to 92% of the specified assets14, down from 95% in the
previous period. Investment holdings continued to reflect
a mixed portfolio of local certificates of deposit and foreign
treasury bonds of the highest ratings, with some cash.
Treasury bonds accounted for 19% of the portfolio during
the current period, up from 15% in the prior period. The
increase was due largely to the reduction in the total cash
and cash equivalents held, as explained by the pay down of
previous year’s liability to TCIG.

14

Having now acquired the appropriate space to
accommodate the needs of the Commission and its staff,
focus will now be fully placed on continuing to develop staff
capacity, including the programme of succession planning
for those staff who are up to the task of undertaking more
challenging roles within the organization. With new
management in place to help develop this process, we are
optimistic about the successful development of our staff
and operating systems.

Total assets excluding fixed and intangible assets
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Financial Services Commission
Board of Directors Statement on Internal Control
[Issued Pursuant to S144(5) of the Public Finance Management Regulations 2012]
The Board of Directors is responsible for establishing oversight over the Commission and to ensure that a strong internal
control function is in place. The overall objective of doing that is to ensure that the Commission’s assets are safeguarded
and that risk is minimized. The internal control process is designed to provide a reasonable assurance over the reliability
of the financial reporting process, and compliance with legislation, regulations and accounting policies.
The Board has established an Audit and Risk Management Committee. This Committee carries out certain oversight
functions and provide guidance to the full board in areas which include: preparation of the annual financial statements
and the Commission’s Annual Report; reviewing the internal control environment; the fulfilment by the Commission of
its statutory financial obligations pursuant to the FSC Ordinance and compliance with relevant Board-approved policies
and performance of the external auditors.
The Managing Director, who has day to day responsibility for the Commission, has the responsibility to manage the
control environment in order to eliminate or mitigate risks in the Commission’s operations. Management is responsible
for ensuring that all employees understand the requirements for, and the individuals’ roles in, maintaining a strong and
effective internal control.
The Directors have assessed the effectiveness of the internal control for the year ended March 31, 2016 and believe that
the internal control over the financial reporting is effective based on:
1.

Adequate segregation of duties are in place and are working;

2.

Monthly financial reports are prepared consistently and presented to the full board;

3.

Annual working papers are drawn up and schedules are prepared to support the major balance sheet items and
financial statements are drafted for submission to the auditors for review within a reasonable time after the year
end;

4.

Appropriate account signing authorities and limits have been established and are being complied with;

5.

Reconciliations of various accounts take place regularly within each monthly cycle and

6.

The auditors have not made any serious findings in regard to a breakdown of the internal control environment
during the recent audit carried out or reported that there was any incidence of fraud detected.

7.

Where weaknesses were detected in any area, those were addressed through additional policies and procedures.

September 6, 2016
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