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1.

A. CONCLUSIONSAND RECOMMENDATIONS

The following conclusions and recommendations veelepted:

(a) The input provided from participants at this expgmup meeting will be considered and
factored into the survey instrument to be submitee@aribbean Central Banks in mid-December
2014. Together, the outcomes from this survey mudmmendations from the expert group
meeting on opportunities and risks, associated \hign advent of digital currency in the

Caribbean will be used to formalize a study onttiec.

(b) It was noted that there is a need for better paymsygstems within the Caribbean region, and
that the high costs and red-tape associated witlviging electronic payment options, are
significant challenges to those wishing to estabkscommerce businesses in the region. The
region also needs to lower the cost of remittamceices. Digital currencies represent a potential
option for improving services and reducing costs &re challenged in receiving acceptance
among consumers and regulators.

(c) It was widely agreed that the facilitation of dission between regulators and representatives
of the digital currency industry represents an irtgoat opportunity for the exchange of ideas and
concerns. This type of engagement is a valuakele ist the eventual development of a viable
framework for the regulation of digital currenciasa national level within the region. It was
proposed that the creation of a regional interesug for the industry would be useful in
providing a point of contact between industry repréatives and regulators in the region.

(d) The digital currency vendors present at the meeéirgressed concern that the digital
exchange of cryptocurrencies in user-to-user ti@dies should not be regulated, and indicated
that doing so could prove to be prohibitively ditfit at a technical level. However, it was
broadly agreed that the exchange between digitakgcies and national currencies represents a
more feasible point at which regulation could béosred, as is being proposed in the United
States and Canada, for example. It remained umdieied whether this limited scope of
regulation would leave sufficient room for regulatéo meet their obligation to protect national
interests in consumer protection, the enforcemétaocollection, and the prevention of money
laundering and terrorist financing. It was pointad that there are some self-regulating aspects
to digital currencies that may be of service toutatprs, in the development of administrative
procedures and law enforcement practices to math&ge concerns.

(e) It was recognized that the participants in thetdigiurrency industry can benefit from the
timely establishment of national regulations, ifyoto make it clear what the rules are in terms of
operating in various countries. Additionally, regfibn can be valuable in terms of promoting
public acceptance of these new payment technolodgsenforcing consumer protection
measures that would encourage broader trust ie thestems. There is also need to increase trust
at an institutional level, for example, to establtsedibility with banks who currently avoid doing
business with digital currency and mobile moneydas, due to concerns that they may run
afoul of anti-money laundering regulations.



B. ATTENDANCE AND ORGANIZATION OF WORK
1. Place and date

2. The expert group meeting, Opportunities and risisoeaiated with the advent of digital currency
in the Caribbean, was convened by ECLAC subregibaatiquarters for the Caribbean, on 3 December
2014 in Port of Spain. Online participation wasoaltilised.

2. Attendance

3. The meeting was attended by representatives frenGthlvernment, the Central Bank of Trinidad
and Tobago, anti money laundering institutions,itdigcurrency vendors, e-commerce vendors, and
Caribbean Association of National Telecommunicai@rganizations (CANTO). A complete list of
attendees is annexed to this report.

3. Agenda
4, The meeting adopted the following agenda:
1. Opening of the meeting
2. Introductions, experiences, exposure and work diigital currencies
3. The current state of electronic payment and mabdeey solutions in the region
4. Opportunities which digital currencies may present
5. Risks which digital currencies may present
6. Possible policy options
7. Conclusions and recommendations
C. SUMMARY OF PROCEEDINGS
1. Opening of meeting
5. Dillon Alleyne, acting Deputy Chief of the ECLAC lsegional headquarters for the Caribbean

opened the meeting. He explained the importancexpforing the potential effects that the wave of
digital currencies will have on the Caribbean, &l as, the need to identify policy options for tiegion.

He indicated that digital currencies represent@oaunity to reduce transaction costs, but thatraber

of issues are raised by the advent of this teclyyold'hese areas include tax evasion, money laingler
and terrorism financing, price volatility, concesmer hacking, and whether digital currencies wel &
parallel or complementary to existing monetary eyst. He indicated that the meeting represented an
opportunity to better understand digital currencaesd elucidate expected trends, and stated the
information gathered would be used to provide bemkgd to a study on the topic that would be used to
inform governments and central banks on the mefiggospective policy options.



2. Introductions, experiences, exposur e and work with digital currencies

6. In an effort to engage the participants in the wis@ons they were encouraged to share their
interests and experiences in digital currencieanyapplauded the technology as an avenue thadwoul
facilitate alternative transactions for remittanopen opportunities for Small and Medium Entergwige
penetrate the global market; an effective tradow for both business people and consumers aliee
participant felt that the region was ready to erobrahis industry as it fostered a high level of
entrepreneurship; that despite the small econoafigsale, digital currencies had the potentialltarge

the landscape of business in the Caribbean. Q@émticipants addressed the other side of the idbee:
risks; the need for legislation to guide and shhpeway in which digital currencies were utiliseltl was
noted that security would always be an issue wéthards to money and finances and therefore would
need careful monitoring.

3. The current state of electronic payment and mobile money solutionsin theregion

7. As moderator, the Consultant introduced, as tls¢ tapic to be examined, a review of the current
landscape in the Caribbean region with regard tomeat solutions and ecommerce. The discussion
began with an account from the Chief Executive ¢ffi CEO) of TriniTrolley, an e-commerce business,
on the various challenges that companies likeddsd in enabling acceptance of digital paymentsesé
included lack of e-commerce-supporting legislatieick of consumer education and trust on the system
lack of technical capability, and difficulty worlgnwith local banks. He stated that his company had
worked around payment acceptance issues by, antbieg things, adopting cash-on-delivery payment
methods and third party payment tools, such as&ayP

8. The participants noted that some banks have cregptidns to facilitate online payments;
however, red tape and lack of legislation to proggminst fraud continue to hamper the developroént
the system. Besides being a lengthy process, #teraumerous fees attached, such as an upfrotd fee
activate the account, monthly fees, percentagetrpasaction, and inspection of facilities. Therefo
current conditions also hinder access of micro,llsamal medium- sized enterprises to online payments
driving them to resort to risky mechanisms, sucla@septing credit card information over insecurd we
forms.

9. During the discussions it was highlighted that grpent legislation was rather scant. The
example of Trinidad and Tobago was noted, wherisli@n in that country is relatively new, and is
primarily focused on electronic payments with regtar government systems. Furthermore, e-commerce
legislation had not been fully proclaimed and tfemewas not a viable support system at that time.

10. The meeting then explored in-depth, the statusvadbiile money” e-payment solutions. It was
noted that, among countries in the region, Haitl bane the farthest toward embracing such a system
although even there, the technology had achievéyl mimmoderate level of assimilation. Participants
acknowledged, however, that Haiti presented a unijtuation given that it was still recovering and
seeking normalcy of function in the aftermath ohatural disaster. It was also suggested that the
limitations of the formal banking system in Haiticathe geographical disbursement of its population
contributed to the relative success of mobile mdneiat country.

4. Opportunitieswhich digital currencies may present
11. The discussion on opportunities that digital cucies could represent for the region was led by

the CEO of Coinapult. He gave a short presentatiorthe Bitcoin, by far the most popular of the
cryptocurrencies. He noted specific opportuniiesegards the widespread use of mobile-phondsein t



region, and indicated that the technology was weiled to facilitate financial payments or trangact
through means, such as cellular Short Messagec®g(SMS) messages.

12. The conversation segued into the use of cryptogbased blockchain technology, on which
Bitcoin is based, in enabling the transfer of proper other non-currency goods. The CEO of Coirliap
explained that the technology, at its core, waedger that had generally been used to transfditkhef
ownership to units of digital currency, but whiabutd also facilitate the transfer of titles to, tarample,
securities, houses, or cars. However, it was mized that while the technology makes this possible
there was currently no legal recognition of thistimod of title transfer. He said that this repreésdran
opportunity for a Government jurisdiction to attrao/estment by becoming the first to legally recizg
this type of title transfer.

13. The advantages of digital currencies for use inittances were discussed. It was noted that this
not only included remittances from countries owgsiae region, but intra-regional remittances ag.wel
specific case was noted by the Founder and Chie€live Officer of Domus Semo Sancus, a software
development firm. He noted that Turks and Caicas inome to a large immigrant population with a high
demand for remittance services, but the potent@ufarity of transfer of funds via mobile phone was
hindered through the imposition of a 12 per cerug®dded Tax (VAT).

14. The Executive Vice President of Special Project€oiOutlet, Inc. noted that the transaction
costs of Bitcoin were far lower than traditionamitance services. She said that her companytsoBit
Automatic Teller Machines (ATMs), currently in betasting, would enable money that had been
transferred across borders via Bitcoin to be wadladr as local currency. Another participant in the
meeting expressed reservation over whether thiddareally entail a significant reduction in cosds, she
felt that transfer costs would not be as competitifter the cost of compliance with regulations hadn
accounted for. These regulations may include mieasior consumer protection and to prevent money
laundering and terrorist financing. In respondee soted that every state had different rules and
regulations that would add cost to the process, dhat felt confident that the cost would not be
insurmountable.

15. As regards regulation, the Co-founder of Bitt addedt Bitcoin was in large part, a self-
regulating system, with features built into thetpool that provide a significant degree of consumer
protection, and a high degree of traceability. d#® noted that it would be very difficult to regtd
crypto-to-crypto transactions, as these exist ahetbing of an extra-national level and are not
orchestrated by any central authority. The Bitcoeémdors shared concerns that overregulation of the
industry could be counterproductive and would lithie exchanges, but pointed to Bitcoin-to-local-
currency transactions, as a point of interventioherg national regulations could be effectively
implemented.

5. Riskswhich digital currencies may present

16. The discussion on the risks presented by digitedetwies was introduced by the Head of Legal
Services of the Trinidad and Tobago, Ministry ofeBce and Technology. From a legal and regulatory
perspective, she shared that it is important tovideoadequate user protection in the system otaligi
currencies. She suggested that there was neegtdater understanding of digital currencies, such a
Bitcoin in the Caribbean. In addition, she statedt while there have been a number of emerging
technologies that have supported the developmedigitl currencies and allowed them to gain more
traction, this has been accompanied by the paradlgiinistrative and legal processes that suppogeth
innovations. For that reason, she argued, advazaditcoin should be followed by the developmeint o
institutional frameworks, such as legal, regulatang administrative procedures on the nationallleve
She further noted that as digital currencies ingdlkansnational transactions, there was need also t



address taxation issues. She also highlightedGhgbbean frameworks such as the regime for tamxati
and international trade treaties must be taken @ottsideration. The monetary and financial stgbili
issues to consider include regional rates of exghaand the use of currency as regulated by Central
Banks.

17. The Deputy Inspector of Financial Institutions,iBplnd Market Conduct at the Central Bank of
Trinidad and Tobago, indicated that the area ofegdaundering and terrorist financing was an afea o
concern, and shared that the government of Triniglad Tobago is currently amending legislation
relating to these areas. Noting the case of SdadRas an example, she expressed concern thatrBitco
has been used for illicit purposes, including thegdrade, child pornography and human traffickii@he
agreed that there needs to be a greater undersgandithe issues and risks that surround digital
currencies, including macroeconomic issues, whicistrbe all examined carefully. She stated that the
three authorities in her country that are currergljiewing such issues, are the Central Bank afidad

and Tobago (CBTT), the Securities Exchange Comomns§6EC) and the Financial Intelligence Unit
(FIV).

18. The Special Advisor on Anti-Money Laundering at entral Bank of Trinidad and Tobago,
noted problems with the technology from a consumextection perspective. She shared that the
technology itself is susceptible to certain threatsl that with the absence of legislation, consaraee at

a disadvantage. The representative from Bitt, esq®d the view that Bitcoin is secure, and alsedot
that its decentralised ledger can be used to ragments , which is a feature that would be usafbbth

the reduction of consumer risk, and prevention ohay laundering. The representative from the Mipist
of Science and Technology of Trinidad and Tobagoest that no system is undefeatable, particularly
with regard to financial transactions. She empmakithat breaches in the system result in a loss of
consumer confidence; hence the need to continuamgsove security standards. The Consultant stated
that the industry is responsible for consumer taia, and this protection should be compliant with
known standards.

19. With regard to managing the risk of money laundgrithe Co-founder of Bitt noted that
companies working in the digital currency field wdreing proactive with regard to meeting anticigate
regulations. Companies, such as Bitt, are engaging party auditors to provide authentication sérs
and monitor them against lists of known bad actoffiese systems provide a similar function to the
“Know Your Customer” (KYC) regulations required tfe banking system. The Consultant noted that
this third party-based user monitoring had the miidé to be utilized in the prevention of money
laundering, but added that there would need toobgestype of legal framework and verification system
surrounding third-party KYC auditors.

20. Viewed from a macroeconomic perspective, the adieguty Chief of ECLAC suggested that
the recent economic crisis, demonstrated how e#s#ytransmission of economic impacts to different
jurisdictions occurred. He shared that the isduglabal governance must be considered and thgéetar
global challenges would impact small and mediunemgmises in the Caribbean. He stated that thedtpa
of digital currencies on the real economy oughidgaonsidered.

6. Possible policy options

21. The discussion on potential policy options wasiatgd by Deputy Inspector of Financial
Institutions, Policy and Market Conduct of the @GahBank of Trinidad and Tobago. She commended
ECLAC for convening the expert group meeting, gtithe need for such a forum, in light of the
divergent views and roles of regulators and thdseahnical persons. She further noted that wiiée
role of Central Bank was to identify and contasks, the bank’s existing legislative framework aede
e-money but did not extend to include digital codies. She observed that there had been a myfiad o



international developments related to Bitcoin, aasl,such, developing appropriate policy should be a
priority. She recognized that there are some megoicerns with respect to Anti-Money Laundering
(AML) risks and consumer protection. She indicateat the Central Bank did not have a policy positi
but is considering the related issues. In padiGdhe noted that the national community is examgithe
potential impacts of digital currencies with a viemdeveloping a national policy in the near futufhe
supported the calls for greater awareness in tiéibg of digital currencies, and stated that tlakwas
expected to issue information that would assishwgiénsitization and public education in that area.
However, in the interim, AML legislation that cuntéy governs national institutions would apply for
digital currencies. She also stated that the Eguires organizations to consult with the CenthiBfor
approval to launch products related to digital encies.

22. In outlining his expectations with respect to pelscon digital currencies, the Co-founder of Bitt,
reflected on his experience as a vendor and smolteetresistance that had been encountered wittaldig
currencies in the region. He proposed that arl staging point would be identifying the jurisdimts in
which vendors can operate properly. Based on kieréence, he restated that it was important for
regulators to take a clear stance on the mattee. etdphasized that the role of regulators should go
beyond the passing of legislation and, in that mbgancouraged them to remain abreast by reading
articles on new developments and engaging with strigluparticipants. He cited, in particular, the
presentation by Andreas Antonopoulos to the Cana8énatkon the topic of Bitcoin, and recommended
that regulators review that presentation. He ww®ed the need by the private sector for a digmuss
with regulators on their operations so as to detegrtheir operational framework.

23. In response to the comments on the need for regaldd keep well informed on industry
developments, the Head of Legal Services, Minisfrgcience and Technology of Trinidad and Tobago,
gave the assurance that regulators recognized rdogtyg of thorough research and kept abreast of
developments on existing literature and publicatiorror that reason, the ministry employed an inter
ministerial and multi-committee approach and isstdering all technical, legislative and financisdues
before taking a decision.

24, The acting Deputy Chief of ECLAC noted that the iBla@an economies rank low in the World
Bank ease of doing business index, and that predgenproblem for potential investors. He suggested
that an amalgam of interest may be the best saldtio stimulating interest and lobbying for greater
support; hence, a strategic position can be to @iobby group. He suggested that if Caribbeartiadig
currency vendors could collectively make their reekdown to regulators, and provide regulators \&ith
formalized means of interfacing with the vendor camity, then the two groups would be better
equipped to move forward in cooperating on the bigraeent of well-devised regulations for the digital
currency industry.

25. In weighing on the discussion, the CEO of Coinapited that the future of the industry was
unpredictable and reiterated that education wagarito understand the capabilities of the systdte
suggested that uncertainty regarding the directi@t evolution of the technology would take in the
medium term, was an important factor that has inggh¢he development of effective policies. He
likened the slow pace of policy development foritdigcurrencies to that experienced with the Inéém
30 years have passed since the development andspgda introduction of that technology and
legislation is only now being introduced. He suglgd that the proliferation of Bitcoin across thgion
required the development of rules in the short f@sconsumers would continue use the technologly ev
while industry players await guidance.

! https://www.youtube.com/watch?v=xUNGFZDO8mM




26. The Executive Vice President of Special ProjectsnfrCoinOutlet stated the need for policy
options to increase the adoption of products inrélggon. She underscored that legal clarity waséae
needed to answer questions regarding the legaliiyp@rsonality of Bitcoin; whether they ought to be
described as currency or property. She pointaeédent efforts to devise a definition for BitLicessin
New York, which may provide a facility for licenseer merchants accepting bit coins to sign up for a
special license.

27. Some of the vendors in attendance expressed tbeicecns regarding the lack of support
received by traditional banks for participantshe digital currency industry. They noted that, ref@r
something as simple as a bank account, many baitlk&fuse to provide services due to concerns abou
money laundering. Though some smaller banks aringvito work with participants in this industry,
vendors are experiencing difficulty in obtainingditional financial services. This is a stumblbigck to

the broader acceptance of digital currency-basédtisos in the region. They noted that this was a
situation where regulations may be helpful to théustry, by providing banks with reassurance that
digital currency vendors are legitimately workinghin the bounds of the law.

7. Conclusions and recommendations

28. The Chief of the Caribbean Knowledge Managementr€eBCLAC, noted that contributions of
the experts on issues pertaining to e-commercejlenotoney, remittances, research, digital currecie
opportunities, risks and policies, will be consibbrand incorporated into the survey instrument and
submitted to the Caribbean Central Banks by mideldaer 2014. The study will also incorporate the
outcomes from the expert group meeting and resgdnem the Central Banks.

29. The Consultant thanked all participants for theintcibutions in their fields of e-commerce,
regulation, legislation, and vendor solutions, mgtihat all sides’ concerns had been heard.

8. Closing remarks
30. The acting Deputy Chief of ECLAC, thanked all oé tharticipants for attending the meeting and

expressed his appreciation on behalf of the orgdioiz for their contributions to the discussionatth
would richly enhance the study.
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