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What follows is a case study of
Jamaica. It embodies
our
organization’s view on the way
forward for transforming our securities
industry into a first world one in
regulatory standards, transparency
and accountability.

What follows is a case study of Jamaica. It embodies
our organization’s view on the way forward for
transforming our securities industry into a first world
one in regulatory standards, transparency and
accountability.

(L-R) Gary Peart, Vice President, Jamaica Securities Dealer addressing the audience at the
7th Annual CGSR Conference. Conference Chair Everton McFarlane and Rohan Barnett,
Executive Director, FSC.

It was a year that required difficult
decisions and choices…..a year we
will not soon forget. We entered into
protracted negotiations for an IMF
agreement. This coupled with a
series of budget revisions and tax
packages left the economy on the
brink, with business confidence at an
all-time low.
Our debt to GDP ratios rose to
unsustainably high levels and the interest
cost on national debt could not be met.
The IMF, clearly, was not going to enter
into any agreement with Jamaica until we
fixed our fiscal house.
In the last quarter of 2009, the
government of Jamaica entered into a
series of discussions with major market
players on various options to reduce
interest rates and ultimately, on the
interest cost of the country’s ballooning
debt, the debt exchange program that
had been suggested by members of
the JSDA earlier in 2009 and which
had been thought unthinkable by
government at the time, resurfaced
with even bigger ambitions.

The JSDA wants to use this opportunity
to thank publically our immediate past
president, Keith Duncan of JMMB, for
being bold in suggesting an idea
that others were afraid to even
contemplate. His commitment to our
industry is unshakeable and we thank
him for his contribution to the JSDA.
In January 2010, the Jamaica Debt
Exchange (JDX) was born. This
was an initiative of the Government
of Jamaica to exchange debt in the
form of JAD and USD, old notes
that carried high interest rates for
new notes with lower interest rates
and extended maturities.
It’s overwhelming success was a
rare example of the public and the
private sector partnering together for
the good of the nation. The success
of the JDX led quickly to an IMF
agreement as well as the reduction in
interest costs on GOJ debt. It has
also led to the reduction of real
interest rates to levels that have not
been seen in our industry in thirty
years.

The Jamaican perspective:
The past twelve months have been some of the
most challenging for us in Jamaica, both economically and politically. It was a year in which we had to
look at ourselves in the mirror and realize that the
reflection staring back at us was not very pretty. We
had to grow up and face the hard cold realities that
we could not continue to bury our heads in the sand
and pretend that the problems Jamaica faced
would simply disappear.

This opportunity should not be
wasted. There are those who
continue to paint the country’s return
to the IMF as being negative,
bringing up stories of the past. Let’s
be serious. What does the IMF really
want?
They want us to make the tough
decisions we have ignored for so
many years.
They want us to stop running fiscal
deficits and high debt ratios to GDP.
Who can disagree with that?
The JSDA welcomes the discipline of
an IMF program with the monitoring
and transparency it will bring to the
country’s annual budget process.
We do not agree with all that is
contained in the IMF agreement.
We believe, for example, that in
some ways, the agreement makes
the securities industry the whipping
boy for all that is supposedly wrong
with the financial industry.
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lThe GOJ continued to borrow and
we in the securities industry continued
to lend to them.
Today, we still hold a significant
percentage of our portfolios in GOJ
debt and we continue to allow the
GOJ to roll, day after day, their
outstanding debt.
Yet, the IMF agreement portrays the
securities industry negatively. The
position put forward is that the industry
needs to diversify and reduce the risks
associated with the repo business.
How exactly are we to do this?
Until February this year, securities
dealers were prohibited from issuing
new unit trust products to our clients.
Unit trusts are a key product to aid
diversification and reduce repo
liability funding.
Of course the lifting of the moratorium
only applies to JA$ unit trust
products as we are still prohibited
from issuing, by the Bank of Jamaica
act, us$ unit trust products.
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THE WAY FORWARD IN TRANSFORMING THE JAMAICAN SECURITIES INDUSTRY CONT’D
This is despite the fact that almost
50% of repos in the market are
denominated in US$. How strange it
is also that foreign companies can
come into Jamaica and issue US$
mutual funds but Jamaican companies
are not allowed to do the same.
The old arguments of currency
control and the risks of capital flight
are really just that – old. If Jamaicans never took their money offshore
after JDX then they never will. The
JSDA has long advocated for the
removal of the restrictions placed on
securities dealers to allow them to
truly diversity into non GOJ assets.
If we want to reduce liquidity and
interest rate risks then this is the
critical ingredient to allow that goal
to become a reality. The time has
come for the Bank of Jamaica to sit
and discuss with the industry how we
move forward on this important
issue. One cannot speak about risk
when the very policies which exist in
the financial system do not allow for
the risks to be eliminated.
While we anticipate changes to
the regulatory environment as a
consequence of the IMF agreement,
we urge all parties to think carefully
about the overall consequences
as we move forward. Regulatory
preoccupation with deadlines without
careful analysis and discussion could
create the very destabilizing scenario
the regulators hope to avoid. Let us
not forget that the dooms day
scenarios and the supposed need
for “stability funds” after the JDX
program were based on a lack of
understanding of how the securities
industry works.
The JSDA appreciates the collaborative
approach the FSC is taking to the
discussion surrounding new regulatory
proposals. However adequate time
is needed for careful analysis of each
proposed change. As the continued
Basel III discussions have shown, not
even the international regulatory minds
are in agreement on the way forward
on some of the key proposals which
we are not trying to implement
locally. We need to tread carefully.

This debt needs to be rolled every
day and new funds found to meet
new borrowing demands. We need
to keep this in mind as we charge
ahead to implement sweeping
regulatory changes on an industry
which plays a significant role in the
GOJ’s debt management process.
We see a need to shift our business
models into a new post JDX
paradigm.
We do believe that
change is inevitable and that our
industry will evolve to meet those
changes.
As we look forward we recognize that
players will innovate and adjust their
business models to meet the new realities
of a low interest rate environment.
Surviving on interest margins will not
be sustainable over the long term
and if we manage to keep our fiscal
deficits low, the reliance on the
trading of GOJ debt will also diminish.
In a low interest rate environment
clients will come to rely on securities
dealers for investment advisory
services and we will move our
business model to a true wealth
management intermediary role.

Audience members listen intently to the presentations.

To enable this economic development, however, we need regulators across
the region to play a more active role in looking for opportunities to make the
Caribbean region more competitive as a financial center. For Jamaica, this is
especially so since the best way to escape our debt trap is not by borrowing
more money from multilaterals, but by growing our economy. To do this,
however, we need to make all sectors of our economy attractive to foreign
and local direct investment. Tourism and bauxite, while critical, these are not
the answer to all our problems.
A vibrant and active financial system can be an important catalyst for
economic development. We need to spend as much time on tightening
standards as well as on way to make our markets more attractive to Foreign
Direct Investments (FDIs). There are great opportunities ahead and we are
confident that by working together, we can continue to build an industry
which has so far played a critical role in our nation’s development.
Thank you.

The JSDA are excited about the
opening of the junior stock exchange
and the growth it can bring to
companies looking to expand and
develop.
We also need the commercial paper
market to redevelop to allow companies
to tap debt at more attractive rates
and payment options.
This is where securities
dealers will play a critical
role in developing small
and medium size
companies which are
traditionally the engine
for economic
development.

It is also critical that we not forget
that we have a huge debt burden and
fiscal deficit.

FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION

PAGE 2

FSC COMPASS
SECURITIES INDUSTRY REVIEW: JULY TO SEPTEMBER 2010

With institutions adapting to the new
interest rate environment borne out of the
Jamaica Debt Exchange (‘JDX’) the
securities industry has settled down.
Interest rates continue to trend downward
with yields on the 180 day T-Bill rate falling
127 basis points compared with the June
2010 quarter (936 bps compared with
September 2009). This lower interest rate
(average yield September 2010 quarter,
8.32
percent)
environment
initially
stimulated interest in the equities market.
However, this interest has been reversed
during the review period with the main
Jamaica Stock Exchange (‘JSE’) index
contracting 3.15 percent during the quarter.
During the quarter ended September 30,
2010, the number of licensed securities
dealers supervised by the Financial Services
Commission (“FSC”) stood at 47. Of the 47
licensed dealers there were 32 “securities
firms” that is, firms whose primary business is
dealing in securities, within the meaning of the
Securities Act. The 32 securities firms consist
of 29 broker/dealers and 3 unit trust management companies. In August 2010, Proven
Investments Limited acquired controlling
stake in Guardian Asset Management
Limited.

The name was subsequently changed to Proven Wealth Limited. This analysis focuses solely on these specialized securities firms.
The securities firms have remained strong as evidenced by the continued rise in capital levels. The aggregate capital base of
securities firms as at September 30, 2010 stood at $60 billion representing a 4.4 percent increase compared with June 30, 2010
(September 30, 2009: 20.5 percent increase). This performance may be partially attributed to rising fair values of interest sensitive
assets, which in turn reflected falling yields on benchmark GOJ securities. At the end of September 2010 total assets of securities
firms stood at $507 billion, representing a marginal 0.3 percent increase compared with June 30, 2010 (September 30, 2009: 1.8
percent decline). This result is partially attributable to recessionary pressures reflected in weak consumer demand and stagnant
income levels. Funds under management (‘FUM’) stood at $635.3 billion which represented a decrease of 4.1 percent ($27.4 billion)
over the June 2010 quarter (September 30, 2009: 12.4 percent decline (See Table 1 & Figure 1)

Table 1: Selected Financial Indicators by Type of Securities Licensee, September 30, 2010
Category of Securities Licensee
@ September 30, 2010

Net
Interest
Income

No of
Licensees

Total
Assets
$'B

$'B

$'B

$'B

$'B

Securities Firms

32

506.96

3.63

2.29

60.26

635.26

Non-Securities Firms

15

316.28

4.53

1.68

63.31

158.45

Net
Income

Capital
Base

2

134.49

2.04

0.11

20.41

0.00

FUM

Of which:
Commercial Banks & Building
Societies
Merchant Banks

1

23.26

0.20

0.09

4.37

10.29

Insurance Companies

3

129.77

1.83

1.25

32.67

132.35

Others

9

28.77

0.45

0.22

5.86

15.81

47

823.24

8.16

3.97

123.56

793.71

Total

Two key aspects of the financial condition of securities firms monitored by the FSC are the adequacy of each firm’s capital and the
quality of the assets backing liabilities due to investors. The sector is adequately capitalized and has remained robust during the
period as capital levels continue to improve. There are adequate assets backing investments, and it is noteworthy that the low risk
asset to Repo liabilities ratio is above the FSC’s minimum benchmark, albeit below levels recorded in prior quarters. Securities firms’
reliance on their Repo business is evidenced in the marginal weakening of the intermediation ratio.1 This resulted from the fall in the
total FUM outpacing the increasing Repo liabilities levels, a reverse of what obtained in the June 2010 quarter. Nevertheless, the
industry as a whole remains below the FSC’s maximum requirement. (See Table 2)
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Sep-09

Dec-09

Mar -10

Jun-10

Sep-10

FSC Benchmark

Capital / Risk Weighted Assets

54%

59%

61%

53%

53%

Capital /Total Assets

10%

10%

11%

11%

12%

≥ 6%

Intermediation Ratio

35%

38%

39%

37%

39%

≤ 50%

137%

138%

124%

123%

118%

≥ 100%

Low Risk Assets/Repo Liabilities

≥ 10%
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Despite a relatively quiet hurricane season,
Tropical Storm Nicole aside, and back-toschool shopping, the Jamaican economy
has been characterized by low demand for
goods and services. This has been a
consequence of stagnant income levels
and increased prices for goods and
services. The cost of goods and services
rose during the quarter with an inflation rate
of 1.3 percent (YTD 8.2 percent). The low
interest rate environment has not thus far
translated into economic growth as the
Jamaican economy contracted by 0.5
percent. The Service Industry recorded a
decline of 1.4 percent for which the Finance
and Insurance sub-sectors contributed a
2.8 percent contraction. Goods production
increased by 2.0 percent during the quarter,
mainly due to a 31.1 percent increase in
mining and quarrying, resulting from the
re-opening of the Windalco plant and a
general increase in bauxite production, due
to increased international demand for
alumina. Manufacturing declined by 3.6
percent during the review period which is
indicative of low consumer demand.
Low consumer demand continues to
contribute to the strengthening of the
Jamaica dollar (‘JMD’) in relation to the
United States dollar (‘USD’). The JMD
appreciated marginally by 0.7 percent
during the quarter under review.

Capital

400

Funds Under
Management (FUM)

300

Repo Liabilities

(1) The Intermediation Ratio is a
ratio of Repo Liabilities with
Individuals and Non-Financials
to Total Assets and Off Balance
Sheet FUM and is used to track
the relative reliance a securities
firm has on its Repo business.
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UPDATE ON UNITED GENERAL FINANCE & INVESTMENTS LIMITED (UGFIL)
A meeting was held with the investors and creditors of UGIFIL on January 7, 2011 at the Jamaica Conference
Centre. This meeting was called to:
• Provide an overview of the circumstances surrounding the members’ voluntary liquidation of UGIFIL
• Explain the FSC’s role during the liquidation
• Advise creditors and investors of their rights during the liquidation of UGIFIL pursuant to the Companies Act.
Based on calls received from investors, regarding the meetings held by the Liquidator, Mr. Dalma James with the
investors and the information Mr. James provided, the FSC thought it prudent to hold this meeting so that
creditors and investors not only had the background information regarding the commencement of UGIFIL’s
liquidation, but also had the appropriate perspective regarding the way forward and the factors that may materially
affect the liquidation process.
Accordingly, the FSC invited
representatives of the Companies
Office of Jamaica to do a presentation to fully apprise UGIFIL’s
creditors as to their rights under the
Companies Act with respect to both
the conduct of the liquidator and the
liquidation process.
In the meeting, the Financial
Services Commission explained the
chronology of events:
• The FSC communicated its
intention to suspend the securities
dealer’s licence of UGIFIL in
December 2009. This triggered a
statutory right by UGIFIL to seek an
opportunity to be heard by a panel
of the FSC’s Commissioners. This
would have in effect offered UGIFIL
an opportunity to present any
reasons to the FSC that would
possibly alter the FSC’s decision
that
its
license
should
be
suspended.
• UGIFIL communicated to the FSC
that it was waiving its right to be
heard and that the UGIFIL’s board
had
entered
into
members’
voluntary liquidation with the
appointment of Dalma P. James and
Associates as the company’s
liquidator.
In practical terms this meant that the
management and directors of
UGIFIL
determined
that
the
business would cease and they
would discontinue as a going
concern. At this point, the regulatory
authority of the FSC effectively
came to an end as the Companies
Act, under which the liquidation
must be administered, does not
confer on the FSC regulatory
powers over the liquidator.

• Following the commencement of
the members’ voluntary liquidation,
the FSC’s focus immediately became
the ongoing receipt of information
from the liquidator regarding UGIFIL’s
ability to honor the liabilities owed to
UGIFIL investors. Thus, while the FSC
has no authority over the liquidator per
se, the FSC met with the liquidator a
number of times in 2010 in order to
receive information from the liquidator
on the progress of the liquidation and
the state of affairs of the company.
At the meeting, representatives of the
Companies Office explained the rights
that the creditors/investors had during
the liquidation of UGIFIL pursuant to
the Companies Act, including their
right to require the disclosure of
information from the Liquidator.
It was felt that the FSC achieved
its desired objective of having
the meeting by providing creditors
/investors an insight of the chronology
of events that lead to the voluntary
liquidation of UGIFIL and the limited
powers the FSC has once a company
goes into liquidation. Additionally,
creditors were able to get a better
understanding of their rights under the
companies Act of Jamaica as it
relates to the liquidation and better
gauge the pace of the liquidation
process in which they currently find
themselves.
Several persons present at the
meeting expressed their thanks to the
FSC and the Companies Office for
hosting this meeting, as it provided
them
with
useful
information.
However, some creditors/investors felt
that the FSC could have done more to
protect investors and punish those
persons who misallocated the client
funds invested in UGIFIL.

DAILY ELECTRONIC REPORTING REQUIREMENTS
FOR SECURITIES DEALERS ISSUING REPURCHASE
AGREEMENTS
The Bank of Jamaica (“BOJ”)
implemented a settlement and clearing
system for securities and financial
instruments issued by the Government
of Jamaica (“GOJ”) and the BOJ. In this
regard, all financial instruments issued
by the GOJ and BOJ have been
dematerialized and are settled by
electronic means at the Central
Securities Depository (“JamCLEAR
CSD”). The JamCLEAR CSD rules
require that all securities movements
including pledges, sales, purchases,
repurchase
agreements, reverse
repurchase agreements or otherwise,
that give rise to automatic access to title
in the event of default, will take place
on the books of JamCLEAR CSD. As a
result, JamCLEAR CSD is the sole legal
record of ownership of these securities.
Over the years, however, the local
securities industry has developed a
practice whereby dealers finance
large volumes of financial assets
issued by BOJ and GOJ by short term
repurchase agreements entered into
with their investing clients. In some
cases, these arrangements did not
allow for the automatic transfer of title
to the investing clients, with the
securities being held in the dealers’
name by way of a contractual
arrangement with their clients.
The dealers then kept a record of the
beneficial owners of these financial
assets. In this context, in the event of the
bankruptcy of a dealer, there were
mechanisms through which clients
invested in repo contracts issued by
the dealer could seek to realize their
beneficial interests in the securities
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in the securities underlying the repo
contracts. However, the FSC was of
the view that there was still scope for
further increasing the level of protection
afforded to investors thereby minimizing
any risk of clients losing their beneficial
interest in an underlying financial
asset, in the event of the bankruptcy
of a dealer.
To achieve this objective, effective 2010
October 31 and pursuant to the FSC’s
Guidelines for The Operation of Clients
Holding Accounts at JamCLEAR
(SR-GUID-10/10-0020), all securities
dealers who issue repo contracts to
clients using financial assets issued by
the GOJ and BOJ must be a participant
of JamCLEAR CSD.
Further, all dealers who issue repo
contracts and who have not used a
pledging facility on JamCLEAR CSD to
record the clients’ interests in the
underlying collateral, must segregate
the assets underlying the repo contracts
by establishing a client holding account
on JamCLEAR CSD.
In addition, securities dealers must
reconcile, on an ongoing basis, their
liabilities listing with their holding of
assets at JamCLEAR CSD. This
reconciliation is to be reported to the
FSC on a daily, weekly and monthly
basis, in the manner specified by the
FSC.
These reports are comprehensively
reviewed in an effort to ensure that client
funds received by dealers are
adequately matched to appropriate
securities.
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INSURANCE INDUSTRY
PERFORMANCE:
SEPTEMBER 2010
Performance of General Insurance Companies 1
By the end of the September 2010 quarter, there was a
2.2 percent reduction in the industry’s total assets to
$47.3 billion from the $48.3 billion at June 30, 2010.
Nevertheless, the $47.3 billion represents a 3.3 percent
growth over the amount recorded at the end of September
2009 quarter. The significant contributing factor to the
reduction in combined total assets was that the
insurance companies paid off a significant portion of the
payables due to their reinurers. While aggregate invested
assets was $31.3 billion at the end of September 2010, it
was 3.3 percent greater than the amount at the end of
September 2009, and only 0.4 percent lower than at the
end of June 2010. The industry’s aggregate capital base
amounted to $15.2 billion in the reviewed quarter
representing a growth of 1.8 percent and 2.2 percent
over the amount seen at June 30, 2010 and September
30, 2009 respectively. For the nine–month period ending
September 30, 2010, total combined revenue decreased
to $11.1 billion from the $13.2 billion for the similar
period in 2009. For the review period, net premium
earned fell by only 1.7 percent to $9.1 billion, while net
investment income fell by 31 percent to $2.1 billion. With
the appreciation of the Jamaican vis-à-vis the United
States dollar, foreign exchange losses totally eroded
other income.2 The aggregate total expenses including
taxes for the nine-month period ending September 2010
were $10.3 billion, (September 2009: $11.3 billion). Net
income before taxes was $1.3 billion for the reporting
period, representing a 50 percent decline over the amount
produced in similar period for 2009.
Performance of Life Insurance Companies
The life insurance companies experienced growth over
the review period as aggregate assets increased to
$169.1 billion as at September 30, 2010; reflecting an
increase of 4.6 percent and 14 percent over the amount
recorded as at June 2010 and September 2009 respectively. Combined invested assets also grew from $147.5
billion and $161.6 billion as at September 2009 and June
2010 respectively to $142.9 billion by the end of September 2010. Aggregate capital grew by 13.2 percent over
the amount at June 30, 2010 to $49.6 billion, which
represent some 14.7 percent more than the seen at
September 30, 2009. For the nine months ended
September 30, 2010, combined net premiums earned of
$18.9 billion reflected an increase of 3.7 percent over the
similar period in 2009. Net investment income fell by
$2.9 billion to $12.8 billion, as a result of the impact of
the JDX. Total revenue for the industry of $33.7 billion
(September 2009: $36 billion). Total expenses including
taxes for the life insurers amounted to $25.2 billion (2009:
$26.6 billion) for the nine month ended September 30, 2010;
a decrease of 6 % percent. Net income before taxes was
$8.0 billion, which was 12 percent less than the amount
earned for the similar period in 2009. Tables 1 and 2 as well
as figures 1 and 2 display selected financial indicators for
both types of insurance companies.

Table 1: Selected Financial Indicators by Type of Insurance Company, September 30, 2010
Category of Insurance
Licensee @
September 2010

Total
Invested
Assets

Net
Premium
Earned

Net
Investment
Income

Net
Income
After
Tax

Capital
&
Surplus

No of
Licensees

Total
Assets
$'B

$'B

$'B

$'B

$'B

$'B

Life Companies

5

169.1

142.9

18.9

12.8

7.2

49.6

General Companies

11

47.3

31.3

9.1

2.1

0.8

15.2

Total

16

216.4

174.2

28

14.9

8

64.8

Table 2: Selected Prudential Ratio (Insurance Companies) September 2009 - September 2010
Ratio

Sept 09

Dec 09

Mar 10

Jun 10

Sept 10

FSC Benchmark

Solvency ratio

33.90%

35.10%

35.73%

37.20%

41.44%

min of 10%

Return on Capital

17.50%

20.10%

3.17%

5.97%

16.21%

0% to 20%

Solvency ratio

50.10%

50.70%

50.60%

47.29%

20.19%

min of 25%

Return on Capital

24.50%

28.30%

7.32%

12.70%

8.48%

0% to 20%

Life Companies

General Companies

(1) One General Insurance Company (Island Heritage) went into run-off mode during the year; hence this analysis only covers the other eleven insurance companies.
(2) Gain (loss) from fluctuations in foreign exchange rates is the biggest contributor to other income for general insurance companies.
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FEATURE ARTICLE: THE RETIREMENT SCHEME DIFFERENCE
Both retirement schemes and
superannuation funds are pension
arrangements designed to encourage
Jamaicans to save towards their
retirement days.
Both arrangements are crafted to
provide a slew of front end and back
end tax incentives for Jamaicans who
use them to save money.
Both arrangements have many
similarities but this article discusses
some of the ways in which retirement
schemes differ from the presently
more common superannuation funds.
One of the most striking differences
between retirement schemes and
superannuation funds involve the
range of people eligible to benefit.
Membership in superannuation funds
is limited to those employed by
employers that are willing to take on
the various legal and administrative
costs associated with such funds.

Retirement schemes provide the
same tax benefits as superannuation
funds to self-employed workers and
those employed at businesses but
who nonetheless are not members of
a superannuation fund.1
With a stroke of a legislative pen
access was created for all Jamaicans
to retirement saving tax incentives
that once were available only to those
fortunate enough to be members of a
superannuation fund.
Another
interesting
difference
between retirement schemes and
superannuation funds involve their
flexibility with employer contributions.
In superannuation funds employers
are required to contribute to the fund
for the benefit of their employees.2
Retirement
schemes
can
be
distinguished from superannuation
funds because employer contributions
are optional.

Unfortunately most companies have
chosen not to take on these costs
which have limited the number of
Jamaicans being able to benefit from
superannuation funds.

This difference enables employers to
commit to making contributions on
behalf of their employees while
knowing that they can start and stop
making contributions at anytime.

As a consequence, one dilemma
faced by policymakers was how to
make Jamaicans who are not
members of superannuation funds
have access to similar benefits.

Employers seeking to cease making
contributions to a superannuation
fund would have to go through the
process of winding up the fund; a
hurdle that would not be faced by
employers contributing to a retirement
scheme. Retirement schemes offer
more flexibility than superannuation
funds in some ways but can be a
less
flexible
retirement
saving
arrangement in other ways.

One of the solutions crafted by policymakers was the introduction of
approved retirement schemes, through
The Pensions (Superannuation Funds
and Retirement Schemes) Act of 2004.

Despite the differences between
superannuation funds and retirement
schemes it is certain that both
retirement arrangements complement
each other by extending tax
incentives to all Jamaicans who wish
to save for retirement.

Members of many superannuation
funds can withdraw their voluntary
contributions when leaving a fund
even though they cannot access
employer contributions until they
retire. 3
This is not the scenario for retirement
schemes where member contributions
are “locked in” until retirement. 4

(1) Section 14(3)(b) of The Pensions (Superannuation Funds
and Retirement Schemes) Act of 2004.

Locking in means that they cannot
access their contributions or any
amount their employer contributes on
their behalf until retirement.

(2) Section 13(2)(c) of The Pensions (Superannuation Funds

Retirement schemes also differ
significantly from superannuation
funds because members vest
immediately.

(4) Section 14(3)(g) of The Pensions (Superannuation Funds

In superannuation funds members
are not entitled to benefit from
employer contributions to the fund
until they are vested, which in the
case of most funds involves a wait of
five or ten years.5

(6) Section 12 of The Pensions (Superannuation Funds and

Members of retirement schemes
are immediately entitled to their
contributions and contributions made
by their employers when they retire
without having to meet any vesting
requirements. Retirement schemes
also differ from superannuation funds
because there are slightly different
information disclosure requirements.
Superannuation funds are required to
provide members with a handbook
but are not required to provide an
information
folder. 6
Retirement
schemes differ because they are
required to provide members with
both a handbook and an information
folder. 7
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and Retirement Schemes) Act of 2004.
(3) Section 13(2)(p)(ii) of The Pensions (Superannuation Funds
and Retirement Schemes) Act of 2004.

and Retirement Schemes) Act of 2004.
(5) Proclamations, Rules and Regulations (Section 19 of the
Second Schedule).

Retirement Schemes) (Governance) Regulations of 2006.
A member’s handbook provides written explanation of a
fund member’s benefits, rights and obligations; complaints
resolution procedures; and procedures for claiming benefits.
Ibid. A member’s handbook also provides contact information
for trustees, the investment manager, administrator, auditor
and actuary. Ibid. An information folder contains a description
of a retirement schemes operation; fees and deductions
made to the scheme and highlights of changes made;
the scope and limitations of investments, a description of
how the schemes earnings are applied and an explanation
of risks; and a statement setting out the value of the scheme’s
assets and securities for the current year and the rates of
return earned during the previous five years along with the
method of calculation. Ibid.
(7) Ibid.

PAGE 6

FSC COMPASS
FSC HOSTED EVENTS
ANTI-MONEY LAUNDERING/COUNTER FINANCING OF TERRORISM (AML/CFT) CONFERENCE 2010
The FSC hosted its annual Anti-Money Laundering/Counter Financing
of Terrorism (AML/CFT) conference on November 11-12, 2010 under
the theme “Understanding and Executing for Compliance with the
AML/CFT Regime: A Global Perspective”.
This conference was kept due to the FSC’s financial crime objective,
formally articulated in Section 6(2)(f) of the Financial Services
Commission Act, 2001, which mandates the FSC to “…implement
measures designed to reduce the possibility of a prescribed financial
institution being used for any purpose connected with an offence
involving fraud, theft or money laundering”.
This conference which engaged approximately one hundred and fifty
( 1 5 0 ) p a r t i c i p a n t s w a s i n t e n d e d t o i n c r e ase awareness and
understanding of the requirements for the AML/CFT regime in light of
current regulatory requirements and international dictates.
(L-R) Minister of Finance and the Public Service, Hon Audley Shaw, address the
participants the FSC’s AML/CFT Conference, conference Chair, Shirley-Anne Eaton
and FSC’s Chairman Emil George looks on.

It also sought to sensitize participants to the importance of compliance
with the AML/CFT laws as well as the global implications for a
country’s non-compliance.

For the first time, FSC extended an invitation to all stakeholders who have a critical role to play in the successful implementation and execution of a
country’s AML/CFT program, namely, regulators, law enforcement officers, banking and non-banking financial institutions, Politically Exposed Persons
(PEPs) and certain non-financial businesses and professionals, for example, lawyers, accountants, realtors and car dealers, who are commonly referred
to as Designated Non-Financial Businesses and Professionals (DNFBPs).
At the end of this conference, participants were expected to have a greater understanding of the global requirements of the AML/CFT regime as well as
the roles they play in this initiative. It is hoped that with the increased appreciation of their responsibilities and their importance in the domestic and
international arenas, participants will be motivated to improve compliance with the AML/CFT regulations.
The venue for the Conference was the Sunset Jamaica Grande Resort & Spa in Ocho Rios, Jamaica, with each day’s session commencing at 8:30 a.m.

FSC HOSTS CARIBBEAN GROUP OF
SECURITIES REGULATORS’ (CGSR)
CONFERENCE

The FSC hosted the Caribbean Group of Securities Regulators in a Conference at the
Sunset Jamaica Grande on the 25th and 26th of November. Approximately 30 regulators
from 15 countries participated in the activities. The theme for this event was
“Promoting Investor Protection and Market Integrity in the Post Financial Crisis Era”.
Mr. Gary Peart, Vice President, Securities Dealers Association delivered a Keynote
Address entitled ‘Regulatory imperatives for the Caribbean Market: A Private Sector
Perspective’.
INSURANCE
Insurance company professionals were also engaged in a seminar entitled “The Regulator
and You: Preparing for the Accounting and Regulatory Challenges ahead in the Insurance
Industry”.
This Forum was designed to sensitize individuals responsible for the strategic direction,
financial reporting and compliance monitoring of insurance companies; to key elements
of recent developments in financial reporting for insurance contracts and to explore
proposed regulatory changes.
Presentations were delivered by Mr. Alok Jain, Partner, PricewaterhouseCoopers and Mrs.
Janet Sharp, Consultant Actuary presented on proposed changes to accounting for
insurance contracts, International Financial Reporting Standard (IFRS) 4.

Rohan Barnett, Executive Director, FSC welcomes the audience at the
7th Annual CGSR Conference in Ocho Rios.

Mr. Leon Anderson, Senior Director, Insurance, proposed regulation changes for the
supervision of group of companies, while Jamion Shreeves, Actuarial Assistant, FSC,
explored the actuarial valuation as a management tool.
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UPCOMING EVENTS
ANNUAL JAMAICA STOCK EXCHANGE CONFERENCE ON INVESTMENTS AND CAPITAL MARKETS
The Jamaica Stock Exchange will host its annual Regional Conference on Investments and Capital Markets from
January 25 to 27, 2010 at the Jamaica Pegasus Hotel.

FREQUENTLY ASKED QUESTIONS OF THE FSC FOR THE QUARTER

Why doesn’t regulation of the
financial sector prevent failures?
Regulators such as the FSC exist to increase the likelihood that financial
institutions make prudent decisions in the acquisition and use of their
customers’ funds and also try to ensure that the customers of these
entities receive all the information they need in order to make prudent
financial decisions.
In short, regulations serve to decrease certain risks and their impact on
the overall system. The notion that any financial regulator can totally
prevent the failure of a financial organization is false.
The FSC is very clear that no system of regulation can ever eliminate
the possibility of corporate reporting or governance failures; the
United States sub-prime mortgage crisis demonstrates that it is
impossible to achieve zero failure and any attempt to do so would
destroy wealth rather than facilitate its creation.
Regulation can, however, influence the actions of those responsible
for corporate reporting and governance. In the event of a financial
failure of an intermediary, regulation is expected to reduce the impact
on investors’ wealth, other financial institutions, and the national
economy. T h e e f f o r t s o f t h e F S C ( a n d o t h e r r e g u l ators) alone are
insufficient to ensure that customer’s funds are safe.
By far the best way for the customers of financial institutions and investors
in financial markets to protect their monies is to do research, ask
questions and play an active role in monitoring their investments.

Editor: Nadene Newsome | Contributors & Writers: Toni-ann Bryson, Sherika Ellis, Andrea Lewis-Jones, Courtney Brown, Marc Morgan
A publication of the Financial Services Commission
39-43 Barbados Avenue, Kingston 5. Tel: (876) 906-3010 -2; Fax: (876) 906-3018
www.fscjamaica.org, inquiry@fscjamaica.org
FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION

PAGE 8

