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PART A
REPORT OF THE COMMISSION
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Functions and Structure of the Commission
The Financial Services Commission (“The
FSC”) is a statutory body which was
established by the Financial Services
Commission Ordinance of May 2001 but
now governed by the revised Ordinance of
October 2007. The FSC began operating on
April 1, 2002 and is responsible for:




Ordinance seeks to strengthen the
regulatory powers of the Commission as
well as ensure its financial integrity and
independence from central government.
Licensed Activities
There are seven (7) activities in the
Financial Services industry which, when
carried out in the TCI, are subject to
regulation and licensing. These are:-

Administering the Financial Services
Commission Ordinance;
Supervising the conduct of financial
services businesses and
Monitoring the financial services
businesses carried on, and their
development in the Turks and Caicos
Islands (“TCI”).

(a) Conducting banking business;
(b) Carrying on the work of a
professional trustee:
(c) Conducting insurance business and
insurance company management;
(d) Operating mutual funds;
(e) Investment dealing;
(f) Company management and
(g) Money transmitters business.

The financial services ordinances comprise
of seven (7) primary pieces of legislation
with related departments and requiring a
superintendent who has specific duties and
twenty six (26) other separate legislations
directly or indirectly impacting on the
functions and responsibilities of the FSC.

For practical purposes the person holding
the position of Superintendent of Banks
was also appointed the Superintendent of
Mutual Funds, Investment Dealers and
Money Transmission. The holder of these
posts was the Managing Director.

The FSC also manages the operations of the
Companies Registry, which provides
companies incorporation and ancillary
services, and the Registry of Trademarks
and Patents.

Subject to the foregoing paragraph, the
Financial Services Commission provides a
Superintendent for each activity and within
each sector he or she is responsible for:-

The FSC Ordinance of 2001 was repealed
and replaced with that of 2007. The new

1
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(a) Reviewing applications for licences
and making recommendations;
(b) Recording renewals of licences;
(c) Collecting licence fees;
(d) Inspection and examination of
licensed financial institutions;
(e) Reviewing financial accounts and
statutory returns;
(f) Investigating reports and complaints
as well as irregularities;
(g) Undertaking enforcement action
and recommending the cancellation
of licences, as deemed prudent;
(h) Development of the industry
through prudent regulations and the
application of ethical, professional
and best practices;
(i) Advising
and
making
recommendations to the TCI
Government
for
appropriate
legislative changes.

-Recommending the passage of legislation
to ensure that all financial services are
covered under a regulatory regime.
During the reporting period the Commission
had the following departments with a
Superintendent having specified authority
and functions:
1. Banking, Mutual Funds, Investment
Dealers and Money Transmission;
2. Insurance
3. Company Management and Trusts
4. Companies Registry, Patents and
Trademarks.
Banking (with Mutual Funds, Investment
Dealers and Money Transmission)
The role of this department is twofold;

The FSC maintains a general overview of the
financial sector. Part of this oversight
activity includes:-

(1) Safety and soundness of licensees
which will ensure confidence and
integrity of the system and hence
ensure the protection of depositors’
interest. This is achieved by:

-Ensuring that only licensed institutions
carry out business where a licence is a legal
requirement;



-Investigating all complaints coming from
participants in the industry and

2

Assessing the quality of a licensee’s
operations (capital; asset quality;
management and systems; earnings;
liquidity; risk management) by
conducting on-site examinations as
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well as through off-site monitoring;


Enforcing the rules and guidelines;



Promulgating
best
practice
standards such as Basel Core
Principles on Banking and



with the various parties to ensure that the
required
infrastructure,
legal
and
otherwise, is in place to accommodate the
sector.
Company Management and Trusts
The major focus of this department is
threefold:

Making recommendations for the
passage of new regulations and
laws.

1. Ensuring that only local agents are
authorized to provide company
management services;

(2) Creation of an efficient and well run
system that adds value to the local
economy. This is achieved by:


Ensuring licensees have the requisite
resources
suitable
to
their
operations and



Ensuring the adherence to good
corporate governance principles.

2. Ensuring that trust companies
operate according to the duties and
powers
under
the
trust
arrangements entered into with
clients and

3. Ensuring that all entities comply
with the anti-money laundering
rules.

Insurance
Companies
Trademarks

The jurisdiction is seeking to build its niche
in the Producer Owned Reinsurance
Companies (PORCs) sector of the industry.
With that in mind great emphasis is placed
on adherence to solvency standards and
safety of operation by all licensees. In order
to facilitate growth, the Commission works

Registry,

Patents

and

The Companies Registry is responsible for:(a) Incorporating new companies;
(b) Registering foreign companies;

3
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(a) Collecting
annual
fees
from
companies;
(b) Provision of a public register for
inspection of company files;
(c) Striking non-compliant companies
from the register.

The Office of Trademarks is responsible for
maintaining a Register of Trademarks the
purpose of which is to show: the names and
addresses of the proprietors; notification of
assignments; conditions attached to any
trademark registered, including limitations
and such other matters relating to
trademarks.

The Patents Office is responsible for
maintaining a register of names and
addresses of grantees of Certificates of
Registration of Patents under the Patents
Ordinance.

4
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The board of directors of the Commission is
constituted under Section 5 of the Financial
Services Commission Ordinance and
consists of seven (7) members, two (2) of
whom (the managing director and the
Permanent Secretary of Finance) are ex
officio.

spent as branch manager of various
branches and four (4) as area manager. Mr.
Lightbourne also worked as manager of
Belize Bank (Turks and Caicos) Ltd. for
several years.

The Principal functions of the board are:-

Mr. Delton Jones holds a Bachelor of
Science degree in Economics and is the
Permanent Secretary in the Ministry of
Finance.

Delton Jones

(a) To establish the policies of the
Commission and monitor and
oversee its implementation;
(b) To monitor and oversee the
management of the Commission by
the managing director to ensure
that the resources are utilized
economically and efficiently, that
internal controls are in place etc.;
(c) To approve the budget and the
financial statements and
(d) To appoint the senior officers,
except the managing director.

Neville Cadogan
Mr. Neville Cadogan, who held the post of
managing director of the Commission since
2004, resigned in January 2009.
Mr.
Cadogan is a Certified Public Accountant
(CPA) and holds a degree in Accounting
from the University of the West Indies. He
also worked as an auditor for several years
with PriceWaterhouseCoopers in Jamaica
before going to Nevis where he was the
managing director of the Financial Services
Commission of that country.

The persons who were directors during the
financial year ended March 2009 are listed
below:-

Oswald Simons
Stanley Sanford Lightbourne
Mr. Simons is a retired banker having
worked at a number of banks for some
thirty (30) years. Mr. Simons is the past
founding president of the Kiwanis

Mr. Lightbourne is a seasoned banker
having worked at Barclays Bank for twenty
eight (28) years, twelve (12) of which were
5
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J. Kevin Higgins

Club international of Grand Turk, Turks &
Caicos and currently operates his own
business.

Mr. J. Kevin Higgins holds a Bachelor of Arts
degree in Economics and Economic History
from the University of the West Indies and a
Masters of Arts in Economics from
Vanderbilt University. He also holds an
M.B.A. in Finance from the University of
Miami. Mr. Higgins is a frequent lecturer
and presenter on financial topics including
offshore financial services and is an author
of several books on the offshore sector,
especially as it relates to the Bahamas.

Earle Malcolm
Mr. Malcolm is a human resources specialist
and businessman. He sits on the board of
various government bodies.
Gordon Kerr
Mr. Gordon Kerr is a law graduate of the
Universities of Strathclyde and Dundee.
After practicing in Scotland he was called to
the Bar in the Turks and Caicos Islands. Mr.
Kerr is a former president of the TCI Bar
Association and acts as a magistrate of the
courts of the Turks and Caicos Islands.

Mr. Higgins was appointed as the new
managing director, with effect from
February 1, 2009 upon the resignation of
the former managing director in January.

6
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During the year under review the
Commission met a number of challenges,
most notably of which was the heavy rains
of August 2008 followed by Hurricane Ike
on September 6, 2008. As a result of the
flooding which occurred, the operations of
the FSC were severely affected, which
resulted in reduced operating capacity up
to the end of the financial year. Records,
equipment and furniture were lost as a
result of the office being inundated. While
the office furniture and equipment were
adequately insured, we however had to
meet some of the cost of replacements
from our own funds due to the operation of
the deductible amount under our insurance
policy. The staff, however, showed
resilience and worked assiduously to ensure
that certain important functions were still
carried out.

the Commission in line with international
standards. We expect that during the next
financial year this issue will be settled.

The other major challenge facing the
Commission
was
the
unexpected
resignation of the former Managing
Director, Mr. Neville Cadogan, who led the
FSC from August of 2004. We owe a sense
of gratitude to him for the leadership
provided over those years.

The other event impacting on the
regulatory capacity of the Commission was
the insolvency of an insurance entity
licensed in the Bahamas and its effect on a
branch it operated in the jurisdiction.

The industry was relatively stable, despite
the international financial shocks. There
was no major ripple effect of that crisis on
the local operations. However, two (2)
events during the year have led us to review
our modus operandi and put systems in
place to try and correct certain deficiencies
identified. The first event was the need to
issue a cease and desist order on an entity
licensed under the Mutual Funds
Ordinance. This arose as it appeared that
the principals of the licensed entity may
have also been engaged in unlicensed
activity through another entity with which
they were affiliated. The licensed entity has
subsequently agreed to be liquidated.

The above events will not, on prima facie
consideration of facts, result in any financial
losses to residents of the jurisdiction. They
have, however, shown up deficiencies in the
regulatory system and as a result steps have
been taken to ensure that (1) all

Both events referred to have contributed to
a further delay in the roll out of the Kreview
and Kregistry regulatory systems which
were promised as part of the tools to bring
7
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licensed entities will be audited within the
first year of the grant of a licence and (2)
the board has taken the view that only
locally incorporated insurance subsidiaries
of overseas entities will be allowed to
operate in the jurisdiction.

There are many challenges ahead but with a
refocused management team, dedicated
staff and a pro-active board of directors, all
the challenges will be met.
The board of directors wishes to thank the
management and staff for their continued
commitment to the development of the FSC
and is looking forward to working with
them to meet the challenges which lie
ahead.

Focus continued to be placed on staff
training and participation in international
fora, ensuring that we were well aware of
international trends in regulation and
supervision of financial services.
I am very happy to report that the Financial
Services Commission is financially stable.
Furthermore, it was able to add to its
reserves for the year a sum of $940,461,
bringing its total reserves in line with the
$1.9M envisaged by the board as the sum
necessary to provide a cushion in case of an
unexpected shortfall in future revenues.

……………………………….
Sanford Lightbourne
Chairman
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Managing Director’s Report
As noted in the Chairman’s Report, the
managing director who led the Commission
for over four (4) years resigned. As the new
managing director my mandate will be to
focus the Commission in the following
areas:

oversight.
The year under review from a regulatory
standpoint was dominated by events both
internal and external. Hurricane Ike on
September 6, 2008 had a major effect on
the Commission by rendering the ground
floor of the office in Grand Turk unusable
for several months up to the end of the
financial year. The other external factor
impacting on the jurisdiction was the
financial crisis in America which was in part
caused by the granting of substandard loans
by banking and financial entities in the
developed world.
Subsequent to the
Hurricane the Management met with the
Bankers Association to consider the effects,
if any, the Hurricane as well as the financial
crisis in North America had on the banking
sector. It was revealed that while there
were some effects, those were not dramatic
enough to warrant major concerns. Arising
out of that meeting the decision was taken
for the Commission to meet on a quarterly
basis with the Association.

1) Enhancing the staff capabilities
through training and redirection;
2) Ensuring that the jurisdiction is fully
compliant
with
international
financial standards and
3) Ensuring that the appropriate
legislative framework is in place to
provide the correct balance of
regulatory tools.
The last financial year was a challenging
period for the financial sector in the Turks
and Caicos Islands. The global economic
crisis which started in North America, our
most important trading partner, gradually
filtered its way into the jurisdiction. The
impact on the real economy has become
quite evident as tourism and construction
have slowed considerably. The impact,
however, on the financial sector has been
less dramatic. The financial sector remained
relatively strong.

The attention of the board and
management was focused on dealing with a
licensed entity which was charged by the
local Financial Crimes Unit (FCU) for
breaches of the Money Laundering
Regulations. The alleged breaches were
further compounded by the use of another

Despite the challenges the Commission
remains and continues to be vigilant
through its ongoing activities of regulatory
9
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unlicensed entity to help commit the
alleged breaches. The board met and
considered the matter at hand and agreed
that while the criminal element of the
matter was being handled by the police the
Commission had to act to protect the
jurisdiction. As such the companies were
asked to be liquidated under the
supervision of the Attorney General. This
aspect of the matter is before the Courts.

training of staff (4) increase in the number
of staff (5) developing a regulatory
framework for the money transmission
businesses and (6) improving the
partnership arrangements with other
regulators and agencies.
The jurisdiction, as a favoured place for the
formation of producer owned reinsurance
companies (PORCs), continued to see
growth in this area. Four Hundred and
thirty five (435) such entities were licensed
in the period bringing the total number
registered to date to approximately four
thousand (4,000). There were seven (7)
captive insurance companies which were
licensed, bringing the total for that category
to one hundred and ninety (190).

There were no legislative changes during
the year. However, there are several pieces
of legislation which were being drafted
from the previous period and which have
not yet been finalized. These are the
Banking and Insurance Ordinances. In
addition to regulatory issues, they
contemplate major changes to the fee
structure to be paid to the Commission.
These are yet to be passed into law.

The Companies Registry continued to
provide the bulk of the activity at the
Commission. The number of companies
incorporated was One Thousand Five
Hundred and Eighty Four (1,584). This
figure has, however, shown a marked
decline of 26% over the previous period.

The Commission’s assessment by the
Caribbean Financial Action Task Force
(CFATF) was finally read at the St. Kitts
Plenary. The report pointed out a number
of areas in which the jurisdiction was not
fully compliant. The Commission has to
report every six (6) months to the Plenary
on the measures being taken to correct the
deficiencies. Measures being undertaken to
do so are (1) changes to legislation (2) full
implementation of existing legislation (3)

The Money Transmitters Ordinance that
was enacted in the previous year is now
being vigorously implemented by the
Commission. Persons who were operating
in the industry before the passage of the
legislation were asked to come forward and
10
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be registered. As a result six (6) entities
were licensed during the year. Another two
(2) were granted an extension to comply
with the requirements.

of entities. Where breaches were detected
the entities were given a timeframe in
which to correct them.
In respect of the finances of the
Commission, these have improved with the
addition to its reserves of $940,461 bringing
the total reserves to just under $1.9M.

One (1) bank licence was granted to Integris
Bank to operate a combined national and
oversea business. As at the end of the
reporting period the bank has not yet
commenced operation. Royal Bank of
Canada, which had been granted a licence
in the previous financial year, commenced
operations during the current period.

While the industry is stable, significantly
more work has to be done to improve
regulation. As such we are increasing our
focus on meeting all the international
standards for the industry and to improve
our in-house resources to meet the
challenges ahead.

There were no trustee or company
managers licences issued during the review
period.
Continued focus was placed on supervision
of licensed entities and as such
examinations were conducted on a number

Type of
Banks Insurance
Activity
Companies
New
1
446
Licences
Inspections
3
0
Regulatory
1
2
Action
Table 1
Activities by Type
(Regulatory)

Trusts

…………………………….
J. Kevin Higgins
Managing Director

0

Company
Managers
0

2
1

4
0

11

Money
Mutual
Transmit. Funds
6
0
0
0

0
1

Invest.
Dealers
0

Total

0
0

9
5

453
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For the year under review there were two
events which either impacted on the local
economy to some degree or which could do
so in the future. The first was the financial
crisis which originated in North America.
North America represents the islands
biggest provider of revenues. This then
broadened into a recession. This crisis
resulted in a credit squeeze and hence local
construction and tourism have been
affected. The effect on the local financial
sector, however, has been less dramatic.

subsequent year. Beginning April 2010 all
surpluses will be returned to the
government. The Surplus retained for the
current year was $940,461.
Table 2 below shows the performance for
the year and the previous year.
Income by
2008/2009 2007/2008
Category
Subvention
0
1,050,000
Insurance
264,385
365,300
Banking
194,875
215,085
Trusts
52,500
64,875
Company
62,366
94,622
Managers
Money Remitters
44,000
16,000
Registries
3,724,522
3,786,172
Funds & Dealers
6,500
22,250
Share Transfer/
136,649
2,072,488
Stamp Duty
Total Core
4,485,797
7,686,792
Revenues
Other Revenues
126,413
39,056
Total Revenues
$4,612,210 $7,725,848
Table 2
Comparative Revenues by Category

The other event was the call by the new
U.S. administration for legislation which
would seek to affect jurisdictions like the
Turks and Caicos. The major thrust of such
an initiative would be for banks to be forced
to file tax information regarding deposits
held by U.S. citizens in low tax jurisdictions.
Failure to do so would result in the banks
being blacklisted. This has to be monitored.
The year under review marked the second
year of the provisional arrangements under
which the Commission is allowed to build
up its reserves. During year one (1), we
were not allowed to keep any surplus, as
interpreted by the auditors. In years two (2)
and three (3) [which ends March 2010], the
Commission is allowed to keep 33 1/3%
and 66 2/3%, respectively, based on its
budgeted recurring expenditure of the

Under the new FSC Ordinance enacted in
the previous year no more subventions will
be forthcoming from the government. The
other areas showing marked decline was
fees from Share Transfer and Stamp Duty.
12
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During the previous year the government
gave a concession to persons wishing to
transfer shares which resulted in a large
number of applications to do so. This offer
has since been withdrawn, hence resulting
in the low performance in this area
compared to the previous year.

compounded by the lack of clear statutory
guidelines to (a) impose interest and (b)
suspend licences for non-payment. Against
this background it was submitted to the
board by management that one way to deal
with this is to change from a system of
“cash accounting” to one of “accrual
accounting” whereby invoices would be
issued to licensees at least 30 days in
advance of the due dates for the payment
of fees. This will provide a better
management tool for some of the revenues
due to the Commission. Legislative change
will have to be sought to make the relevant
legislations more effective in regard to noncompliance with deadlines.

The core fees of the Commission for the
period were earned from companies on the
Companies Register, as indicated by the
under-mentioned table (see Table 3 on
page 14). This is also shown by Table 2
where the total received from companies
(registries) was $3,724,522. While Table 3
shows that insurance represents the second
largest sector by reference to the number
of entities registered, the revenue
generated is limited due to the fact that
PORCs make up the majority of this sector.

The performance for the year, as against
the budgeted figures, was not as good as
expected.
There was a shortfall in
budgeted revenues of $1,681,973, which
represents 27% of the amount budgeted to
be received of $6,167,770 (Table 4). The
largest shortfalls were in the area of Land
Share Transfer Duty and companies’ filing
fees. The latter was tempered, however, by
the strong performance in the sundry fees
categories which include penalties for late
filing of annual returns, search fees and
certification of good standing. The Table
also shows the percentage each revenue
category represents of the total both for
the actual and budgeted amounts.

There were no additional revenues earned
for the year as a result of new licences
issued to trust companies, companies’
managers, mutual funds or investment
dealers.
One of the problems facing the Commission
is the consistent late payment of fees by
some service providers. Fees that are
ordinarily due by the end of March (the
FSC’s financial year-end) are being paid in
the following financial year. This has been
13
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Activity

Banks

01/4/2008
Additions
Surrenders
Revocations
31/3/2009

10
1
0
0
11

Insurance
3,793
446
0
0
4,2391

Trusts
20
0
0
( 1)
19

Company
Managers
42
0
( 1)
0
41

Money
Transmit.
0
6
0
0
6

Mutual
Funds
4
0
0
0
4

Investment
Dealers
7
0
0
0
7

Companies
15,253
1,584

16,8372

Table 3
Revenue Source
(In units)

Category
Actual
Insurance
264,385
Banking
194,875
Trusts
52,500
Co. Managers
62,366
Remitters
44,000
4
Registries
3,724,522
Funds, Dealers
6,500
5
Transfer Duty
136,649
Core Revenue
4,485,797
Table 4
Actual V Budgeted Revenue

% of Total
6
4
1
1
1
83
0
3
100

Budget
300,600
185,500
52,500
80,200
28,000
4,599,470
21,500
900,000
6,167,770

1

Approximate

2

Includes companies to be struck

3

A bracketed item means a negative variance

4

Companies Registry, Trademarks Registry and Patents Registry

5

This revenue source has no functional relation to the Commission’ work

14

% of Total
5
3
1
1
0.5
74.5
0.3
14.7
100.0

Variance
( 36,215)3
9,375
( 17,384)
16,000
( 874,948)
( 15,000)
( 763,351)
(1,681,973)
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The performance deficit highlighted above,
especially in light of the most significant
revenue source of the companies’ registry,
has brought into sharp focus the need to
solidify the revenue base of the
Commission. As a result various attempts
were made during the year to have the fee
increases that had been agreed with the
various sectors several years ago and
approved by the board of directors,
implemented. Fee increases were agreed
for the banking, insurance, trusts, company
managers and the companies’ registry.
Table 5 gives a comparison of the current
and proposed annual fee structure for the
significant categories of fees. As at year end
the necessary regulations were not passed
to have them take effect.

Class of Licence
Banks

Trusts

Companies'
Managers

Insurance

A discrepancy in the current banking
legislation is one of the issues that were put
forwarded to be corrected in the proposed
draft of the new legislation. Under the
present legislation there is no provision for
a processing fee to be charged for licence
applications. If work was done to process
an application and the licence was
subsequently refused then the Commission
would have expended valuable resources to
vet the application without a concomitant
reimbursement of costs.

Current

Proposed

National

12,500

22,500

Overseas

10,000

17,500

Joint

19,500

40,000

Restricted

750

1,500

Unrestricted

3,000

3,750

Management

2,000

3,000

Agent

2,000

2,500

Insurer-Domestic
Insurer-Non
Domestic
Section 7(11)
Non Section 7(11)

2,500

3,750

2,000
500

2,000
100
500

Manager

3,500

3,500

Broker

1,000

1,500

Representative
Agent
Sub-Agent

1,000
100
50

1,000
150
70

Table 5
Current and Proposed Fees

In addition to the need to ensure that the
revenue base of the Commission is stable,
the increased fees will be important as a
source from which the resources will be
available to deal with enhanced training,
increasing the staff complement to bolster

15
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the compliance efforts as well as fund the
phased relocation of the Commission to
Providenciales, in order to strengthen its
operational effectiveness.

the department.
If approved and
implemented, these guidelines will help to:
1. Improve the internal control
environment;
2. Make provisions for increased
governance and accountability;
3. Require the adoption of risk
management strategies in respect of
assets and records and
4. Provide for a clear set of rules to be
applied in relation to travel by staff.

In addition to the above, new fees are being
proposed in cases where there was none.
For example, the insurance amendments
will seek to introduce fees for change of
officers and directors; for conducting
search; due diligence checks; change of
reinsurer; change in business plan and
change of name, etc. Similarly, the
Companies
Ordinance
contemplates
introducing fees for services rendered in
cases where no such fees were previously
charged. No quantification was made at
the time of the proposed amendments as to
how much additional revenues these new
fees would generate for the Commission.
In addition to the proposal for the change in
the basis of accounting for revenues for
some fee types from “cash basis” to
“invoice basis” (which may result in accrual
of fees not paid), the Finance Department
has prepared guidelines for the operation of
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The financial year was a challenging one for
the financial sector as the global economic
crisis impacted negatively on our
neighbours in the North, who are the
predominant market for our tourism and
financial services products. As a result of
this the Commission stepped up its vigilance
over the financial sector through its ongoing
activities of regulatory oversight to ensure
that the sector remained stable and strong.

post of Superintendent of Banks.
There was one (1) licence granted during
the year. In addition, a bank that was
granted a joint licence during the previous
year commenced operation. The total
number of licences issued stood at eleven
(11) at year end, however, two (2) of these
have not commenced operations.
The Commission attended meetings with
the senior management of these banks on
an ongoing basis focusing on prudential
matters in respect of capital adequacy,
corporate governance and credit risk
management. During these sessions the
banking department reviewed the new
products and services that were to be
offered to the public.

The Commission continued to ensure that
the financial services industry is operated
by fit and proper persons who display a high
level of competence and who operate
within the prescribed standards laid down
by the legislation and in accordance with
international best practices.
For the reporting period we drastically
enhanced our off-site reviews and also
conducted two (2) on-site examinations.
The major focus was placed on credit risk.
In addition one (1) special examination was
carried out. Regulatory defects that were
identified were required to be addressed by
the licensees.

The FSC sought to increase its interface with
the industry and agreed at a meeting held
in October to meet quarterly with the
industry. Where there are emergencies
then meetings will be held more frequently.
The sector saw a decline in total customer
deposits of 11%. Deposits at March 2009
stood at $1.076B while for the previous
period it stood at $1.188B. Total loans and
advances increased by 11% to $1.204B
while the figure reported for the previous

The banking department was strengthened
as a senior banking examiner was appointed
at the start of the financial year. The
managing director continued to hold the
17
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period was $1.087B. This increase came
about in the areas of manufacturing; the
distributive trade; entertainment and
catering; acquisition of property and
personal loans.

annual licence fee. Banks will have to
demonstrate that they have complied fully
with the Companies Ordinance; that they
have filed annual returns; that financial
statements have been submitted; etc.

Banks within the jurisdiction remain strong
despite the challenges.
Capital as a
percentage of the aggregate risk weighted
assets of the banks was adequate to act as a
buffer in the case of unforeseen events and
was well above the 11% minimum required
by law.

The outlook for the sector is positive. The
Commission will continue its thrust to apply
the best supervisory practices using a risk
based approach. Licensees will be scored
according to a matrix of factors and a risk
score developed accordingly. Based on the
assigned score then a risk profile will be
developed, which will be used to inform our
regulatory programmes. This matrix will
take into account areas such as credit
quality and operational risk management.

Work continues in having the draft of the
new Banking Ordinance prepared. This has
been ongoing for some time. In the mean
time the department attended training
courses
in relation to Basel II
implementation. The specific topics dealt
with were Operational Risk and Credit Risk
Management.

To achieve the stated objective of enhanced
supervisory capabilities the department is
seeking to increase its manpower and its
technical capabilities. In the interim, staff
from within the organization are being coopted and retrained to provide assistance in
this regard.

New measures have been implemented
internally to ensure full compliance by the
banks. Under the old system, once a
licence was issued, there were no
requirements for a renewal. This has been
changed so that a new certificate will be
issued at the time of the payment of the
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Money Remittance Business
The enabling legislation to regularize the
money remittance business was passed in
late 2007. These businesses were granted a
grace period in which to bring their
business in line with the regulatory
requirements.

The Commission will focus on providing
training to this sector in the next financial
year.
Furthermore, the board has
mandated that a proper regulatory
framework be developed to supervise
businesses that operate as money
transmitters.

Six (6) entities were licensed during the
review period. The Commission expects
that another four (4) entities will be
licensed in the coming months.

As part of the current regulatory
framework, all money transmitters are
required to file audited financial statements
annually, submit a compliance certificate
and maintain a statutory deposit of
$75,000. Failure to comply with any of
these terms may lead to regulatory
sanction.

To further enhance the operating capacity
of this division it was put under the direct
supervision of the banking department
during the latter part of the financial year.
Increased focus will be placed on their risk
management systems and their money
laundering control policies. This will be to
ensure that they are compliant with the
Money Transmitters Ordinance, The
Proceeds of Crime Ordinance and the AntiMoney Laundering Regulations of 2007.
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During the review period 2008-2009 there
were 446 entities granted licences to
operate. Tables 6 and 7 (overleaf) detail
the licensing activities of the department as
well as outline the number of entities on
record.

Ltd., another insurer in the CL Financial
Group, was forced into liquidation by the
Supreme Court of the Bahamas after the
submission of a petition by the Registrar of
Insurance for that jurisdiction. The petition
was made after efforts to address liquidity
problems with the principals failed. On
notification of the grant of the order by the
Supreme Court on February 24, 2009, the
FSC immediately ordered a freeze on all the
assets of CLICO, in addition to a stop order
on writing new business. The liquidator is
Mr. Craig Gomez of the Bahamas insolvency
firm of Baker, Tilly, Gomez.

The latter part of the financial year was
characterized by some instability in the
sector.
British American Insurance
Company Ltd., (BAICO), one of the
companies in the Trinidad based CL
Financial Group, was affected by liquidity
issues which were made worse by problems
in the Group itself. It must be noted that
BAICO is a branch of the Bahamas licensed
British American Insurance Company Ltd,
whose ultimate parent company is CL
Financial Group. The Trinidad Government
put the insurance company under judicial
management and put in $80M for liquidity
support. The FSC, as a precautionary
measure, and in an effort to safeguard the
interests of the insuring public, ordered a
temporary freeze on the assets and
activities of BAICO. One of the measures
taken was to increase the restricted deposit
held by the company to $1.5M.

The Commission is working towards the sale
of the company in order to secure the
benefits of the policyholders.
In light of the above issues, and in order to
strengthen its regulatory capacity, the
following actions are being taken by the
Commission:
(a) Exploratory work is being done to
establish MOUs with the Bahamas,
Cayman Islands and Trinidad and
Tobago for the purpose of
regulation and supervision of
insurers to which the respective
territories are the home regulators;

In addition to the problems encountered
with British American, CLICO (Bahamas)
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New
Licences

Total

PORCs

Captives

Domestic

Brokers

Managers

Representatives

Agents

SubAgents

446

435

7

0

1

0

0

0

3

6

7

Table 6
Insurance Licences Issued

Categories of Licences Outstanding
Total

PORCs

Captives

Domestic

Brokers

Managers

Representatives

Agents

SubAgents

At
01/4/08

3,793

3,565

183

18

8

8

-

11

-

Issued
This Year

446

435

7

-

1

-

-

-

3

At
31/3/09

4,239

4,000 8

190

18

9

8

-

11

3

Table 7
Licensed Insurance Entities

6

Producer Owned Reinsurance Companies. PORCs are reinsurance companies formed for the purpose of
reinsuring risks in relation to term life or product warranties policies issued in connection with the sale of products.
7

Captive insurers are insurance companies formed to insure the risks of the owners, rather than third parties

8

Estimate. Audit being done in this area
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(b) Instituting a policy change regarding
domestic insurers where branches
would be prohibited and only locally
incorporated entities would be
licensed to do business in the
jurisdiction;

regulations. A manpower review is
to be done to determine the human
resources needs of the department.
The department participated in a
number of international events,
most notable of which was the
Caribbean Association of Regulators
(CAIR)/CARTAC/World
Bank
Insurance Supervision Workshop
held in Jamaica in November 2008.

(c) The Insurance Ordinance is to be
revisited in an effort to create a
more robust piece of legislation.
Changes would be required to be
made in respect of capital adequacy;
reserving, risk weighting of assets
for capital adequacy purposes;
creation of an insurance solvency
fund; liquidity; sanctions for noncompliance and the issuance of
guidelines for applications for
licences. The review of the
Ordinance is expected to commence
in the next financial year and

Insurance companies and entities
are now subject to a yearly review
exercise in order for them to obtain
a renewal certificate to continue to
operate. These entities will have to
show that they have complied with
the various laws and regulations and
that all relevant returns and
statements have been filed.

(d) A complete review of the operations
and systems capabilities of the
department
has
been
commissioned.
Among
the
measures taken in this regard is to
ensure that all insurers and
insurance entities have the required
restricted deposit as required by the
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Companies Registry, Patents and Trademarks
During the period under review the
Registry, of all the departments, had the
greatest disruption in its operations due to
the passage of Hurricane Ike in September
and the storms of late August. These caused
severe flooding which destroyed documents
relating to companies stored in the Filing
Room. However, in order to facilitate the
industry all Registry staff were required to
work in less than optimal conditions. The
disruption caused a major backlog of work
which will have to be dealt with in the next
financial year.

2008/09
Company
Type
Exempt
1,032
Ordinary
483
Foreign
57
Partnership
10
Limited Life
2
Total
1,584
Table 8
Companies Incorporations

2007/08
1,369
755
14
18
0
2,1569

The Trademarks department saw a marked
reduction in the number of applications for
registration of marks. For the year 439
were registered while the previous year saw
462 registrations. This reduction (23) may
perhaps be partly explained by the new
requirements of the Trademarks Ordinance
preventing overseas persons from directly
registering trademarks with the Registry.
Only local agents are now allowed to do so.

The current database being used had been
an asset to the Department over the years,
however, it has reached its capacity
resulting in some statistical errors. It is
hoped that the new replacement which will
allow the registry to be more efficient in
data processing and report generation will
be installed within the first half of the next
financial year.

For the past twenty two (22) years the
registration of patents has been minimal.
Sixteen (16) patents were registered during
the period, bringing the total patents on the
register to 111.

Exempt companies continued to represent
the bulk of companies incorporated in the
jurisdiction
followed
by
ordinary
companies. See Table 8 for a breakdown of
activity by entity type.

9

Revised from original data given in Annual Report
2008
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The Trusts Department conducted two (2)
onsite examinations during the period and
discrepancies identified were required to be
corrected immediately. One (1) licensee
had its licence revoked as it was deemed in
the best interest of the jurisdiction to do so.

impose interest, penalties and other fines
for non-compliance in these matters.
There was little or no activity in the area of
investment dealers.
However, the
responsibility for monitoring these and the
mutual funds has been given to the
Superintendent of Trusts and Company
Managers effective February 2009.
A
complete review is being done in these
areas to ensure that proper supervision is
done.

Four (4) inspections were conducted on
company management service providers
during the year. Compliance checks were
conducted in relation to the Companies
Ordinance, specifically the requirements in
relation to bearer shares; the Proceeds of
Crime
Ordinance;
The
Anti-Money
Laundering Regulations and the Prevention
of Money Laundering and Terrorist
Financing Code. Some deficiencies were
detected and these were mandated by the
Commission to be corrected immediately.

There was one application for a Mutual
Fund Administrator’s Licence which was
subsequently withdrawn. An application
was also received for a Mutual Fund Licence
which was still being processed as at the
end of the review period. As pointed out
elsewhere in this Report, one mutual fund
had its licence to operate cancelled due to
an investigation and prosecution by the
Financial Crimes Unit as a result of alleged
money laundering and fraud charges.

Strong regulatory measures will have to be
adopted in the future to deal with service
providers and trustees that continue to
flout the law by paying their renewal fees
late, not submitting their compliance
certificates on time or failing to file annual
financial statements. Amendments will be
sought to the Financial Services Commission
Ordinance and subsidiary legislations to
give the Commission clear powers to

Like other licensed entities, licensees under
this section are required to comply fully
with the requirements for the renewal of
licences by showing that they are fully
compliant in all respects.
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As at the end of the review period the Commission had a total of twenty five (25) employees,
twenty four (24) of whom were full time and one (1) part time. There were four (4) employees
who were employed under contracts ranging from one (1) year to three (3) years. The table
below gives a breakdown of the number of employees by department.

Department

2008/2009
# Employees

Managing
Director's
Trust & Company
Managers
Insurance
Office
Management
Registries10
Banking11
Finance
Systems
Total
Table 9
Employees by
Department

2007/2008
# Employees

2

1

1
3

1
2

4
8
3
3
1

3
8
2
3
3

25

23

Two (2) significant posts were filled during the period. A Senior Banking Examiner joined the
staff on April 1, 2008 while a new Superintendent of Insurance was contracted in July 2008.
The Commission had begun an exercise in the previous year to scan all the important
documents into its database server. Two (2) part-time officers were contracted to do the work.

10

11

Companies Registry, Trademark Registry and Patents Registry
Banking and Money Remittance

25

Turks and Caicos Islands
Financial Services Commission: Annual Report 2009
Administration and Operations Support (Cont’d)
The project had to be stopped after the
Hurricane in September because of the loss
of some of the office facilities and
equipment. All full time staff had to work
from the upper floor of the office in Grand
Turk, which did not have the capacity to
accommodate the part time scanners.

and onsite compliance monitoring of
regulated entities. We are projecting that
the new systems should be in place by
December of the next financial year.
Towards the end of the financial year the
Human Resources Committee met to
consider a number of matters relating to
the staff. The Committee took the decision
that the Commission needed to have an
organizational review which would examine
a number of matters and make the required
recommendations. Among the areas that
would be looked at are:

The information systems department
continued to play a significant role in the
ability of the Commission to effectively
carry out its duties. The department was
strengthened during the year as an
employee from the Patents Registry
completed her Associate degree in
Computer Science. Whenever the systems
administrator is away or the workload is
heavy, this individual provides necessary
support.

1. the present organizational structure
and its relevance to the needs of the
Commission, going forward;
2. job descriptions of each employee
and any changes needed thereto to
ensure that each employee’s role is
relevant to the organization and

The planned roll out of the new electronic
computer registration system (Kregistry)
had to be put off due to the loss of
operating capacity occasioned by the
damage to the office building. As outlined
before, this system will serve to allow end
users to more efficiently register their
companies online, thus resulting in a
quicker turnaround time for new
incorporations
and
annual
returns
submissions. Another aspect to the system
is Kreview. This is expected to simplify and
streamline the process of desktop offsite

3. the development of salary scales for
each post.
There was a deficiency in the construction
of the existing Committee in that the staff
representative was a manager and it was
pointed out that the proper representative
ought to be someone who was not holding
26
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a management post. This deficiency was
corrected by the non-management staff
holding a poll to determine a representative
from amongst themselves.

The banking department also attended
courses that were geared towards
preparing them to deal with issues relating
to the implementation of the Basel Core
Principles on Banking Supervision. The
materials studied included Operational and
Credit Risk Management.

Training continued to play a role in the
development of the staff to better equip
them to properly carry out their duties. In
August 2008 the systems administrator
attended an Electronics (Database)
Management Course in Trinidad and
Tobago. This course focused on some of the
best practices in managing information
electronically and securely.

The former managing director, as part of
the emerging issues relating to collective
investment schemes, attended a training
course in Jamaica during the last quarter of
2008. The Superintendent of Insurance also
participated in a World Bank/CARTAC
sponsored course on insurance supervision
in the same quarter of 2008.

The financial controller attended a Bank
Analysis Course put on by the United States
Federal Reserve Bank in Jamaica. The
course focused on the analysis of banks
utilizing the CAMELS (Capital, Asset Quality,
Management, Earnings, Liquidity and
Sensitivity to Risk) approach. The course
was considered relevant as the financial
controller will play a role in the analysis of
financial statements and participate in
specified evaluations of some licensed
entities.

The Commission has seen the challenges
which lie ahead and is taking steps to get its
employees ready to deal with these.
Internal assessments are being or will be
done to assess the shortcomings so that
they will be corrected. Staff are being
trained in preparation and the necessary
support services will be obtained.
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Statement of Policy
Policy #1
Statement of Bank Licensing Policy
The Turks & Caicos Banking Ordinance of 1979, as amended, regulates the
business of banking in and from within the jurisdiction. It provides for two
classes of license: a National license under which domestic business may be
conducted with Belongers and residents; and an Oversea license under
which business may be conducted from the jurisdiction with other persons
(but not with Belongers or residents). Institutions may be granted both a
National and an Oversea license in appropriate cases; however, separate
accounting arrangements must be applied.
The Banking Ordinance must also be read in conjunction with the Financial
Services Commission Ordinance 2007(‘the FSC Ordinance’) which, among
other matters, provides for the Commission to administer the various
financial services Ordinances and to supervise and regulate licensees, and
monitor their compliance with the financial services Ordinances as well as
with the Anti-Money Laundering Regulations and related provisions.
Section 4(2) of the FSC Ordinance also provides that, in discharging its
functions, the Commission may take into account any matter which it
considers to be appropriate; but also requires that it shall, in particular, have
regard to:
- a) the protection of the public, whether within or outside the Islands,
against financial loss arising out of the dishonesty, incompetence,
malpractice or insolvency of persons engaged in financial services business
in the Islands;
- b) the protection and enhancement of the reputation of the Islands as a
financial services centre; and
- c) the reduction of financial crime and of other unlawful activities relating
to financial services.
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Statement of Bank Licensing Policy (cont’d)
Section 4(3) further clarifies that, for the purposes of section 4(2), ‘the public’
includes both customers and potential customers of persons engaged in
financial services business.
The Financial Services Commission believes that it will be of assistance to the
market and to intending applicants for banking licenses for it to provide
some clarification of the policy that it applies in judging the acceptability of
applications for such licenses.
The Commission is committed to maintaining and promoting the safety and
stability of the banking system in the Islands, both to protect the wider
national economy and to protect the general public from undue risk of
financial loss. To that end, it recognizes that high licensing standards are a
necessary part of ensuring effective regulation and supervision of licensed
banks. The Commission has to satisfy itself in each case that applicants are
‘fit and proper’ persons, that they have a sound business plan and that they
can be expected to conduct their activities with proper prudence and
banking skills.
Where it is unable to be so satisfied, applications are
rejected. Accordingly, all applications for banking licenses are subject to
rigorous scrutiny and analysis.
In the case of Oversea licenses, applicants should be able (in the case of
applications for a branch presence) to demonstrate a successful track record
of similar business as a bank in a jurisdiction that is recognized
internationally as implementing banking supervision in full conformity with
the Basel Core Principles for Effective Banking Supervision. An application
from a subsidiary of such a foreign bank will also comply with the
Commission’s licensing policy. All applicants for Oversea licenses must be
able to demonstrate that they have the support of the banking regulatory
authorities in their ‘home’ jurisdiction. The home regulatory authority will
also have to confirm to the Commission that the TCI operations will be fully
covered by its consolidated prudential supervision of the bank or the group
to which it belongs.
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Where an applicant for an Oversea license also wishes to apply for a National
license, additional considerations are taken into account by the Commission.
In particular, the Commission is conscious of the relatively small scale of the
domestic banking market. While the Commission believes very firmly in the
benefits for consumers, for the market and for the wider economy of
ensuring adequate competition in the provision of banking services, it must
equally take into account the potential impact on costs confronting the
sector as a whole, as well as the profitability (and hence potentially the
stability) of individual licensed institutions. Accordingly, it needs to strike
an appropriate balance between those factors.
In reviewing such
applications, therefore, the Commission looks very carefully at the potential
impact on staff and other costs. It also looks carefully for evidence in the
business plan that the applicant would introduce additional services into the
domestic market or has legitimate expectations of being able to increase the
volume of local business (for example, by bringing back to the market some
business that may have been conducted offshore in the past).
Applicants for stand-alone National banking licenses must involve at least
51% Belonger ownership. Such applications raise rather different
considerations.
The Commission is supportive of efforts to maintain and
increase the degree of local control over the financial services sector, subject
always to the need to ensure that regulatory standards are met.
Such
applications are not, therefore, subject to an evaluation of market
competition in the way that applies where an Oversea licensee seeks to enter
the National market.
However, where any new venture is concerned, the Commission needs to be
satisfied that the applicant has a viable business plan, the resources
necessary to support the business through its start-up phase, and an
effective management team to ensure that the operations will be conducted
with prudence and integrity as well as with appropriate banking skills. The
difficulties of meeting the necessary standards should not be under-
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estimated. For example, the Commission has identified that the difficulties
can be particularly acute where such an applicant has no track-record of
successful lending. Where an applicant can demonstrate no relevant trackrecord, the Commission is unlikely to be prepared to grant a license. Instead,
it may encourage an applicant to begin by building up a track-record of
successful lending, making use of the funds of the principals themselves or of
funds borrowed by them, before returning to seek at a rather later stage a
license permitting the applicant to conduct lending business on the basis of
deposits.

IV

Turks and Caicos Islands
Financial Services Commission: Annual Report 2009
_____________________________________________________________________________________
Appendix I: Financial Services Related Laws

Financial Services Commission Ordinance 2007
Banking Ordinance (Cap 118)
Insurance Ordinance (Cap 112)
Trusts Ordinance (Cap 124)
Trustees Licensing Ordinance (Cap 123)
Company Management (Licensing) Ordinance 1999
Companies Ordinance (Cap 122)
Mutual Funds Ordinance 1998
Investment Dealers (Licensing) Ordinance 2001
Trade Marks Ordinance (Cap 132)
Patents Ordinance (Cap 131)
Limited Partnerships Ordinance (Cap 126)
Money Transmitters Ordinance 2007
Business Names (Registration) Ordinance (Cap 128)
Proceeds of Crime Ordinance 2007
Anti-Money Laundering Regulations 2007
Anti-Money Laundering and Prevention of Terrorist Financing Code 2007
Anti-Terrorism (Financial and Other Measures)(Overseas Territories) Order 2002
International Financial Institutions Ordinance (Cap 120)
Confidential Relationships Ordinance (Cap 125)
Mutual Legal Assistance (U.S.A.) Ordinance (Cap 37)
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