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PREFACE

This assessment of the anti-money laundering (A&tid combating the financing of
terrorism (CFT) regime of the Republic of Mauritisdhased on the Forty Recommendations 2003
and the Nine Special Recommendations on Terrairistri€ing 2001 of the Financial Action Task
Force (FATF), and was prepared using the AML/CF3easment Methodology 2004 as updated in
February 2007. The assessment team considerdu atidterials supplied by the authorities, the
information obtained on site during their missiooni September 24 to October 9, 2007, and other
verifiable information subsequently provided by thehorities. During the mission, the assessment
team met with officials and representatives ofaltvant government agencies and the private sector
A list of the bodies met is set out in Annex 1he tletailed assessment report.

The assessment was conducted by a team of assessgrased of staff of the International
Monetary Fund (IMF) and an ESAAMLG Observer actimgler the supervision of the IMF. The
evaluation team consisted of Ms. Joy Smallwood (LE&nior Counsel, Team Leader);

Ms. Nadine Schwarz, (LEG, Counsel); Mr. Andrew GisG, Technical Assistance Advisor); and
Mr. Richard Walker (Expert under LEG supervisiddk. Poovindree Naidoo, from the ESAAMLG,
participated as an observer during the assessrisiinby prior agreement with the authorities. The
assessors reviewed the institutional frameworkrelevant AML/CFT laws, regulations, guidelines
and other requirements, and the regulatory and silstems in place to deter and punish money
laundering (ML) and the financing of terrorism (Rfyough financial institutions and Designated
Non-Financial Businesses and Professions (DNFBR.a&sessors also examined the capacity,
implementation, and effectiveness of all theseesgst

This report provides a summary of the AML/CFT measun place in Mauritius at the time
of the mission or shortly thereafter. It described analyzes those measures, sets out Mauritius'’s
levels of compliance with the FATF 40+9 Recommeiutat (see Table 1), and provides
recommendations on how certain aspects of theraystelld be strengthened (see Table 2). The
report was produced by the IMF as part of the Fir@rSector Assessment Program (FSAP) of
Mauritius. It was also presented to the EasternSmdahern Africa AML Group (ESAAMLG) and
endorsed by this organization on its plenary megetinMarch 2008.

The assessors would like to express their gratitodiee Mauritian authorities for their
cooperation and hospitality throughout the assessmission.
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EXECUTIVE SUMMARY
Key Findings

1. It was apparent to the mission that significant stes have been taken by the Mauritian
authorities in recent years to enhance the AML/CFTiramework. These steps mean that Mauritius
is well placed to capitalize on its national stggtéo diversify its economy into global financial
services by taking advantage of its linkages wigthtAfrican and long standing arrangements with
the larger Asian economies. Additionally, the Rdubf Mauritius intends to offer new products in
Islamic financial services and wealth managementhis dynamic environment, it will be important
to conduct a review of the AML/CFT risks associatgth such global business.

2. In recent years, a National Committee for Anti-Mong/ Laundering and Combating the
Financing of Terrorism has been formed, chaired by senior representative from the Ministry

of Finance and Economic Developmentn addition, the FIU’s functions were revised dahd Bank

of Mauritius’ functions have been enhanced, andrihancial Services Commission (FSC) and the
Independent Commission Against Corruption (ICACQyéhbeen established. Now that the legislative
and institutional framework is in place, it will lmportant for these and other key stakeholders to
focus on implementing the framework. A key elemiarthis also will be greater coordination and
cooperation among the various national authorifiee. recently established Bank of Mauritius and
FSC Coordination Committee is one example of tteesgary integrated approach to AML/CFT.

3. Areas of further coordination and cooperation wouldinclude: more rapid filing of
suspicious transaction reports (STRs) by reportingntities; improved quality of information
provided in STRs; and more rapid exchange of informtion between intelligence, evidence
gathering, and prosecution servicesExtensive and targeted training will assist inieeimg a more
integrated national system.

Legal Systems and Related Institutional Measures

4, Mauritius took its first AML measures in 1995 with the adoption of the Dangerous
Drugs Act (DDA) which criminalized money launderingwhere the predicate offense relates to
drug offenses.t then adopted a threshold approach with the méanendering offense applying to
crimes in its first AML-specific law, the Econom@rimes and Anti-Money Laundering Act of 2000
(ECAMLA), which was subsequently replaced by thealicial Intelligence and Anti-Money
Laundering Act of 2002 (FIAMLA). The ML offenses der the DDA and the FIAMLA broadly
meet the standard, but the scope of Mauritius'tfagiainst money laundering is narrowed by the
limited number of predicate offenses.

5. Over the last years, Mauritius took important l&gige steps to fight terrorism and terrorist
financing with the adoption of the Prevention offbeism Act, the Convention for the Suppression
of the Financing of Terrorism Act, and by implemegtRegulations issued by the Prime Minister.

6. Several authorities play a key role in the AML/CFTframework: the Financial
Intelligence Unit (FIU), the Independent Commissfgainst Corruption (ICAC), which is the
primary authority for the investigation and progé@mu of corruption and ML cases, the Police
(central Crime Investigation Division, CID, and tAati-Drugs and Smuggling unit, ADSU), the
Attorney General's Office, the Drugs Assets FoueitOffice (DAFO) and the Courts. The Ministry
of Finance and Economic Development also providlestion on economic policy parameters that
underpin AML/CFT legislation.
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7. The FIAMLA and the DDA make provision for a range d provisional and confiscation
measures that enable the authorities to attach andjpon conviction, remove tainted property
from the hands of the criminals.Under both Acts, Mauritius placed the onus on thavicted
person to establish that his or her possessionsoatbe proceeds of crime. In spite of the rewkrse
burden of proof, no assets have been successhirilyscated.

8. The investigative and prosecutorial authorities hag the necessary powers to execute
their respective functions,but communication between the ICAC and the othénarities is
rendered impossible due to the stringent confidétytirequirements set out in the Prevention of
Corruption Act.

9. The FIU has taken significant steps to enhance itsperational capabilities over the last
few years.It exercises its functions pursuant to the FIAMLAS a member of Egmont, the FIU is
active in sharing information within that Group andostering FIUs in the region.

10. The FIU’s operational processes, including analysigare professional.The FIU is able to
consult with the necessary authorities, seek assistin performing its functions, and has access to
wide range of external data sources, includingdaforcement (except ICAC). However, such access
is not available on-line. The FIU has appropridéeteonic receipt, storage, and analysis platforms
and software, although most reports are still gtegion paper forms.

11. While the Director manages the daily operations ofhe FIU, a separately appointed
Board maintains an administrative role.lIts role includes giving consent to disseminatiohSTRs,
which raises an issue concerning the autonomyeoFtb), although to date this has not arisen. The
FIU’s effectiveness is reduced by some externdbfacincluding the low level of STRs it receives,
long delays in receiving the reports from reporiémgities and lack of feedback from law
enforcement authorities.

12. In early 2007 Mauritius adopted a disclosure systerfor cross border physical
transportation of currency. The system is in the process of being implemented.
Preventive Measures — Financial Institutions

13. There is a wide range of financial institutions opeating in Mauritius. Institutions are
subject to regulation by the Bank of Mauritius loe £SC. The Bank of Mauritius is responsible for
the banks and other nonbank deposit-taking ingtitat(mostly leasing companies), together with
cash dealers. The FSC is responsible for certaier dihancial sector institutions. Currently, the
majority of financial institutions is supervised #®ML/CFT by one of the two above regulators. It
was apparent to the mission that significant skep® been taken by the Mauritius authorities in
recent years to enhance the AML/CFT framework applie to financial institutions even though
certain financial institutions, such as the 120p=ative credit unions, are not included in the
framework. The banking legislation, the FIAMLA Réations and underlying Guidance
Notes/Codes, which are enforceable, provide thie h@snework on customer verification and
record keeping to be followed by regulated instios.

14, The Bank of Mauritius is a professional and well-oganized supervisory body which
devotes considerable efforts to ensure that approfate AML/CFT measures are applied by the
institutions that it regulates. The BOM has issued Guidance Notes on AML/CFT amtlacted on-
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site inspections to all the institutions it regaktlt appeared to the mission that compliance by
regulated firms with the Guidance Notes was gobell®anks cannot be established in Mauritius.

15. The FSC was established much more recently than thgank of Mauritius and has

issued AML/CFT Codes to insurance and investment Btitutions. Some of these institutions have
been subject to on-site inspections. The FSC hemueaged institutions to put in place AML/CFT
counter measures. New legislation brought intodahgring the mission provides the FSC with
specific on-site inspection powers and a greatagegaf potential sanctions for breaches of the
Codes. It was apparent to the mission that the iR&@d to use the explicit and wider powers in the
new legislation. The FSC'’s reports following oreditspections since 2002 highlight weaknesses and
make recommendations to address weaknesses. ThhdeSssued directions to licensees with poor
AML/CFT standards but the mission noted that sdaoenkees lacked robust AML/CFT systems.

Preventive Measures — Designated Non-Financial Bussses and Professions

16. The full range of DNFBPs operate in Mauritius.There are a number of global business
licensees which are administered by local manageocmnpanies (trust and company service
providers) both of whom are regulated by the FSgarAfrom the FSC licensees, there are no
effective AML/CFT supervisory regimes in the otilt®MFBP sectors.

17. STR reporting obligations apply across the range dDNFBPs covered by the AML/CFT
legal framework, but real estate agents and jewelsrare not included.While the FIAMLA places

a general requirement for DNFBPs for customer iatiion and record keeping, the lack of
regulatory prescription, other than for the FSCesuised TCSPs, means that the balance of the
DNFBP sector is not subject to effective CDD, relckeeping, and internal control requirements.
There is a prohibition on large cash payments bei®,000 rupees (approximately US$16,500)
which limits the risk in the jewelry sector. Largeale, high-value real estate developments and sale
are being actively promoted to international ingestand CDD and reporting considerations are only
partially addressed through the practice of reggimvestors to establish accounts within the
Mauritian banking system.

Legal Persons and Arrangements & Non-Profit Organiations

18. Mauritius has achieved a good standard of transpargcy concerning the beneficial
ownership and control of legal persons and legal emngements.Competent authorities are able to
have timely access to current information on betefownership. While bearer shares were
permissible until 2001, they are not permissibldarrthe Companies Act 2001. Companies created
under former legislation were required to relinguiearer shares by the end of 2001 or be struck off
the register of companies.

19. Non-profit organizations must register with the Regstry of Associations but there has
been no risk assessment of the sector for AML/CFTysposes nor has there been any outreach
in this regard to the 8,000 NPOslnternational payments are not monitored by thgifear or any
other authority, although the Registrar does rexaewual statements of account filed by the NPOs.
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National and International Co-operation

20. A national Committee on Anti-Money Laundering was stablished with a view to
creating a platform between all the relevant authaities in the fight against ML and TF. The
Bank of Mauritius and the FSC are able to coopesgtetheir foreign counterparts.

21. With the Mutual Assistance in Criminal and RelatedMatters Act 2003 (MACRM Act)
and the Extradition Act 1970, Mauritius adopted conprehensive laws that enable it to provide a
wide range of measures at the request of a foreigstate. Both ML and TF are extraditable
offenses.
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DETAILED ASSESSMENTREPORT
1 GENERAL

1.1 General Information on the Republic of Mauritius

22. The Republic of Mauritius consists of the islanfidauritius (main island), Rodrigues,
Agalega, St. Brandon, and the Chagos Archipelagjo aviotal area of some 2,040 sq kms. It
obtained its independence from the British on Md2h1968 and became a republic on March 12,
1992. The population of Mauritius is around 1.2limil people, mainly of Indian, African, Chinese,
and European origin. English is the official langeavhile French is widely used in the private secto
and the media. Creole, a derivative of Frenchneustood and spoken by all Mauritians. In addjtion
several other languages are spoken by sectioine qgipulation.

23. The political system is based on the Westminsieg tlemocracy with the prime minister as
head of the government. The President, who is ¢lael lof state, and the vice president are elected by
parliament every five years. The separation of pewaenong the judiciary, the executive, and the
parliament are defined in the Constitution of thep&blic of Mauritius. Mauritius is a member of the
Commonwealth, the United Nations and related omgditins, the Organisation of African Unity, and
the Indian Ocean Commission.

24, The main economic activities of Mauritius are sug@nufacturing, tourism, and the

financial sectors. Financial services, comprighmgybusiness of banks, insurance companies, stock
market, and other financial intermediaries, cousdit a fast growing sector of the Mauritian
economy, representing around 10 percent of GDRP@ 2nd employing more than 10,000 persons
in both large and small establishments. The govemntris promoting the services sector, including IT
and related services.

25. Mauritius has established the Independent Commmisgi@inst Corruption under the
Prevention of Corruption Act of 2002. The main fiime of the Commission is to investigate
corruption and money laundering cases. Mauritigs edtified the United Nations Convention against
corruption on December 15, 2004.

26. The Mauritian legal system is largely based on Bhgind French law. Criminal procedure
law is mainly English, while the Criminal Code wafluenced by the French Code and the civil law
is modeled on the Napoleonic Code. The three tgpesurts are the Magistrate’s Court, the
Intermediate Court, and the Supreme Court. Apdeahs the Supreme Court lie with the Court of
Civil Appeal or with the Court of Criminal Appedlhe ultimate court of appeal is the Judicial
Committee of the Privy Council in England.

27. Mauritius has established the Financial Reportingri€il which is a fully autonomous
oversight body with the responsibility to monitardaenforce the reporting of financial matters, as
well as issuing accounting and auditing standandiscedes. The main objects of the Financial
Reporting Council are to promote the provision ighhquality reporting of financial and non-
financial information by public interest entities aell as promote the highest standards among
licensed auditors. The Mauritius Institute of Pesienal Accountants plays a similar promotion and
oversight role with respect to professional accantst. Law practitioners are subject to the professi
membership and Codes of Ethics of the Law Societiyar Council. The Chamber of Notaries also
oversights professional conduct. Chartered Sedstadhere to the qualifications for membership of
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the profession’s international association. Reeuénets for legal persons and arrangements are also
framed in legislation that covers companies, as$otis, cooperatives and trusts.

28. Mauritius has also established the National Conemittn Corporate Governance, which is
the national coordinating body responsible fonadltters pertaining to corporate governance. The
main objectives of the Committee are to establigtciples and practices of corporate governance
and to promote the highest standards of corpoatergance.

29. The Mauritius Institute of Directors is responsifile promoting high standards of corporate
governance, business and ethical conduct by Diredirectors are required to adhere to the
Mauritian Code on Corporate Governance, which sedaon OECD principles.

1.2 General Situation of Money Laundering and Financingof Terrorism.

30. The authorities have indicated that the crime iratdauritius is relatively low, with drug
related offenses being the most prosecuted cri@gb&r crimes that occur less frequently are crimes
against the person, such as sexual assault, adsamitide, as well as traffic offenses. Money
laundering is rarely prosecuted. One possible exgplan could be that law enforcement officers tend
to investigate the predicate offenses and the passsubsequently only charged for the predicate
offense and not money laundering.

31. It should be noted that there is a case currerthdimg before the courts in a European
country where Mauritian global business companiesaspected of having been implicated in a
large international money laundering operation. Mauritian FSC informed the mission that, further
to a disclosure order made by the Court under theud Legal Assistance in Criminal and Related
Matters Act in 2003, assistance was provided tddheign authorities from the FSC'’s files. The
(defunct) Economic Crime Office was the authorégponsible for investigating money laundering
cases which is now replaced by ICAC.

32. Transparency International’s Corruption Perceptionex ranks Mauritius number 53 which
indicates that corruption is a serious issue in fifiag. Mauritius has begun to address this by
establishing ICAC which is now operational andhigastigating a number of corruption cases.

33. There have been no reported incidences of termactstor indications of terrorist financing in
Mauritius. While the UNSCR 1267 lists of designapetsons and entities were initially circulated to
financial institutions under the purview of botle BOM and the FSC, they are now only circulated
to financial institutions supervised by the BOM €TRSC no longer circulates the amendments to the
consolidated list to its licensees. So far, notpasmatch with the 1267 designations was iderifie
According to the authorities, no requests were mamker UNSCR 1373.

1.3 Overview of the Financial Sector

34. The financial services sector grew by an averageprcent over the 2000/2006 period. Its
assets are equivalent to 100 percent of GDP. Hamdial services sector has become an important
pillar of the economy both in terms of value-added employment generation, especially for higher-
skilled jobs. It contributed to around 10 percenG®P between 2000 and 2006 and now provides
employment to more than 9,000 employees, mostlfepsionals in large establishments.
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35. The financial services sector is regulated andrsugesl by two independent institutions,
namely the Bank of Mauritius, for all deposit tagkiand foreign exchange matters, and the Financial
Services Commission, for nonbank financial servetgsh as insurance, capital markets, leasing
activities, global business companies, and pripatesions. With regard to the balance of risk of
money laundering and terrorist financing to finahanstitutions, the mission concluded that the
potential risk was greater in the banking sectore-dctor regulated by the Bank of Mauritius—than
the other sectors. The banking sector is the lardeppears to be more international in its owitlo
and it is actively seeking to attract customersifiautside Mauritius. Measures have been taken by
the Mauritius authorities to mitigate the risk e tsector. The customer bases of the insurance and
investment sectors—regulated by the FSC—are gdpnei@nestic, although some investment firms
are successfully attracting foreign customers.

36. In October 2004, the Government of Mauritius introeld new banking laws, namely the
Bank of Mauritius Act 2004 and the Banking Act 2004e objective in enacting the new Banking
Act was to amend and consolidate the laws reldtirtbe business of banking and other financial
institutions. The Act empowers the central banissoe guidelines and to revoke a banking license
where a bank has been convicted by a court of f@m&d under any enactment relating to anti-money
laundering or prevention of terrorism. The cenlrahk is also empowered to revoke a banking
license where a bank is carrying on business im@n@r which is contrary or detrimental to the
interests of its depositors or the public, fail€tanply with any directive or instruction issuedthg
central bank under the banking legislation or coregnes any provision of the banking legislation.
The Bank of Mauritius Act 2004 made provision fioe establishment of the Bank of Mauritius, as
did the 1966 Bank of Mauritius Act.

37. The Financial Services Development Act 2001 pravifbe the establishment of the
Financial Services Commission. This Act was replashering the mission by the Financial Services
Act 2007, which provided the FSC with greater ratpdy powers. Among other matters, it provides
greater ability to undertake on-site inspectioaglitain information, and to apply administrative
penalties. The Act also establishes an Enforce@entmittee and a Financial Services Review
Panel. The Act allows for sanctions to be impogeidstances of noncompliance relating to
AML/CFT issues in respect of institutions and indials. Based on meetings with FSC staff, it was
clear to the mission that, going forward, the FB&€nds to use the tools in the new Act to enfdnee t
AML/CFT framework it administers. The new Act dealgh, among others, the licensing,
regulation, monitoring, and supervision of busiesssa the financial sector and global business
companies. Under the Financial Services Act 2087sitional provisions, existing Freeport and ITC
companies, will have until 30 June 2012 to takeeesary measures to meet the requirements of the
new Act in order to remain as global business kees.

38. During the mission, the Stock Exchange Act 1988taedJnit Trust Act 1989 were replaced
by the Securities Act 2005. The new Act establish&@amework for the regulation of securities
markets, market participants, and the offering ading of securities. One of the principal aims of
the Securities Act 2005 is to implement the Obyastiand Principles of the International
Organization of Securities Commissions. Mauritias h stock exchange established since 1988.
Under the Stock Exchange Act 1988, the objectb®fStock Exchange Company were specified as
being to operate and maintain a stock exchangaptade facilities for buying, selling and othereis
dealing in securities on the stock exchange; t@bdéish a clearing service under the Securities
(Central Depository, Clearing and Settlement) A96; and to provide and maintain, to the
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satisfaction of the Commission, adequate and plyppguipped premises for the conduct of its
business.

39. The Stock Exchange Act was replaced by the Seesiitct 2005 during the mission. Under
the new Act, no person shall establish, operateaintain a securities exchange without a license
from the FSC. The FSC is not able to grant a lieamdess it is satisfied that the applicant has
operating rules to ensure, as far as is reasompaadbticable, that the market will operate fairly,
transparently, and in an orderly way. The FSC ralsst be satisfied that that the applicant has
adequate rules or systems for handling conflicteséen the commercial interests of the applicant and
the need for the exchange to ensure that it opefaitty, transparently, and in an orderly way;
monitoring the conduct of participants on, or itatien to the exchange; and enforcing compliance
with the operating rules of the market. The stoathange operates two markets, namely, the official
market which has some 40 listed companies and ketneapitalization of 144 billion rupees and the
development and enterprise market with a marketalegation of some 45 billion rupees. The total
market capitalization of the exchange is equivalermtver 80 percent of GDP.

40. The Insurance Act 2005, which came into effectrmyithe mission, replaced the Insurance
Act 1987. One of the aims of the new Act is to iempént the Insurance Core Principles of the
International Association of Insurance Supervistirastablishes a framework for the regulation and
supervision of the insurance business. It alsoigasvfor the licensing of insurers and other insoea
operators, and for the registration of insurandéespersons and other insurance professionals.

Table 1. Structure of Financial Sector, 2006/2007

Sam Sample tables, to be adapted Number of | Total assets Authorlzed/
as appropriate. institutions | ($ million) Reglstgred and
supervised by:

Commercial banks 18 598 259(Rs mn)* BoM
Mortgage banks
Investment companies 84 35.86 (US$bn) FSC
Collective investment associations 16 3018 969 436 (Rs) FSC
(Fund Investments/Portfolio
Managers
Life insurance companies and 23 5 739 000 000 (Rs) FSC
occupational pension funds
Company pension funds (Managers) |3 12 459 855(Rs) FSC
Insurance brokers 18 389 683 190 (Rs)
E-money
Savings institutions
Foreign exchange 5 BoM
Money transmitters 2 BoM
Leasing- and factoring 6 Leasing FSC

10 427 408 007 (Rs)

Factoring

210 046 304 (Rs)
Credit cards etc.
Postal services 5/

11 Rupee equals $0.0337 USD
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Table 2. Branches of Foreign Banks

Number of | Number of | Branches of foreign banks in the

branches | subsidiaries | country

abroad abroad Number Supervisor
Commercial banks 3 0

Mortgage banks

Life Insurance Companies

Investment companies

Etc.

41.

The following table sets out the types of finanaistitutions that can engage in the financial

activities that are within the definition of “finaml institutions” in the FATF 40+9.

Table 3. Financial Activity by Type of Institution

Type of financial activity
(See the Glossary of the 40
Recommendations)

Type of financial institution
that performs this activity

AML/CFT regulator &

supervisor

1. Acceptance of deposits and other 1. Banks 1. BoM
repayable funds from the public (including 2.Non-bank deposit taking 2.BoM
private banking) institutions (NBDTI)
2. Lending (including consumer credit; 1. Banks 1. BoM
mortgage credit; factoring, with or without 2. Credit cards companies 2. BoM
recourse; and finance of commercial 3. Factoring and 3. FSC
transactions (including forfeiting)) finance/consumer credit

companies
3. Financial leasing (other than financial 1. Banks 1. BoM
leasing arrangements in relation to 2. Leasing companies 2. FSC
consumer products)
4. The transfer of money or value (including | 1. Banks 1. BoM
financial activity in both the formal or 2. Money remitters 2. BoM
informal sector (e.g. alternative remittance
activity), but not including any natural or
legal person that provides financial
institutions solely with message or other
support systems for transmitting funds)
5. Issuing and managing means of payment | 1. Banks 1. BoM
(e.g. credit and debit cards, cheques, 2. Credit cards companies 2. BoM
traveller's cheques, money orders and 3. Electronic money
bankers' drafts, electronic money) institutions
6. Financial guarantees and commitments 1. Banks 1. BoM
7. Trading in: 1. Banks 1. BoM
(a) money market instruments (cheques, 2. Investment companies 2. FSC

bills, CDs, derivatives etc.);

(b) foreign exchange;

(c) exchange, interest rate and index
instruments;

(d) transferable securities;

(e) commodity futures trading
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8. Participation in securities issues and the 1. Banks 1. BoM
provision of financial services related to 2. Investment companies 2. FSC
such issues
9. Individual and collective portfolio 1. Banks 1.
management 2. Investment companies 2. FSC
3. Investment associations
10. Safekeeping and administration of cash | 1. Banks 1. BoM
or liquid securities on behalf of other 2. Investment companies 2. FSC
persons 3. Investment management
companies.
11. Otherwise investing, administering or 1. Banks 1. BoM
managing funds or money on behalf of
other persons
12. Underwriting and placement of life 1. Life insurance 1. FSC
insurance and other investment related companies 2. FSC
insurance (including insurance undertakings | 2. Lateral pension funds
and to insurance intermediaries (agents and | 3. Life insurance agents
brokers)) and brokers
13. Money and currency changing 1. Banks 1. BoM
2. Cash dealers 2.BoM
Table 4. Employment in the Banking Sector
March 2005 March 2006
Male Female Both Male Female Both
Financial
Intermediation 4648 3753 8401 4910 4099 9009
Banking 3013 2358 5371 3064 2443 5507
Insurance 1280 1055 2345 1240 1104 2344
Other 355 330 685 606 552 1158
1.4 Overview of the DNFBP Sector
42. Despite its relatively small size, the full rangedDINFBPs styles are present in Mauritius.

Mauritius has a Freeport Zone regime and a Globalrigss (international business) sector in
addition to businesses that operate in the domesticomy. DNFBP activities are not one of the
business activities approved to operate in thegem&ones. The legal framework provided by
FIAMLA makes no distinction in its application toNB-BPs that operate domestically or which may
operate in the global sector. There is no geogcaphestriction on where global businesses can be
located in Mauritius. Table 5 in this section pams a profile of the DNFBP sector.
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Table 5. DNFBPs Operating in Mauritius
" AML/CFT
In Mauritius . . .
. Size of Requirements Oversight
Sector Activity ) . . . Comments
Performed by: Sector in Domestic Provided by:
Law
Professional | Management 23 Yes — CDD, Licensed and | Predominantly
Trustee companies (MC) holders of | record Supervised act as local
Services — Licensed as FSC keeping, STR | by FSC registered
Global Qualified Trustees Licenses | reporting and (designated agents for
—act as local Internal AML/CFT global
Professional | registered agents Controls supervisor) businesses
Trustee for global business and for trusts
Services - and trusts Same 23 established n
Domestic holders of Mauritius
MC'’s licensed as FSC
Quialified Trustees Licenses
FSC
Company Management 79 FSC Yes - CDD, licensed and | Provide all
service Companies (for licensees | record supervised by | aspects of
providers - global companies) keeping, STR | FSC corporate
global - reporting and (designated service
Provide all aspects Internal AML/CFT activities
of corporate service Controls supervisor)
activities
Company Local legal Unknown | Only STR Subject to Provide all
service professionals, No CDD Rules and aspects of
providers - accountants and prescription Ethics of corporate
domestic chartered professional service
secretaries - bodies (see activities
Provide all aspects entries
of corporate service below).
activities
Casinos Casinos 6 licenses | Only STR Gambling No internet
No internet casino (5 No CDD Regulatory casino,
(although allowed casinos prescription Authority2 although
in new Law) operating) (effective provision
September exists under
10, 2007) — new Act
designated proclaimed
AML/CFT Sept 10, 2007
supervisor

2 At the time of the mission, the regulatory respbitisy was in the process of moving to the new &ng

Gambling Regulatory Authority (GRA). The GRA Actgwision concerning casino licensing were proclaimed
on September 10, 2007; however, the parts cong@eBiwkmakers and totalisators and general enforoeme
were proclaimed after the on-site mission (Decensh@007).
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Legal Professional and accountants:

Barristers Barristers 325 Only STR Subject to Subject to
No CDD Rules and Rules and
prescription Ethics of the Ethics of the
Law Society Law Society
and Law and Law
Practitioners Practitioners
Act Act
Lawyers Attorney-at-law 150 Only STR Subject to Subject to
No CDD Rules and Rules and
prescription Ethics of the Ethics of the
Law Society Law Society
and Law and Law
Practitioners Practitioners
Act Act
Notaries Notaries 54 (max Only STR Professional Subject to
allowed in | No CDD conduct Law
law of 60) | prescription oversight by Practitioners
Chamber of Act and
Notaries Notaries Act
Accountants | Professional 1143 Only STR Registration Registration
Auditing/Accounting No CDD and oversight | and oversight
Firms prescription by Mauritian by Mauritian
(approximately 30) Institute of Institute of
Professional Professional
Accountants Accountants
(MIPA) (MIPA)
Auditors Professional 140 Only STR Licensing and | Licensing and
Auditing/Accounting No CDD oversight by oversight by
Firms prescription Financial Financial
Reporting Reporting
Council Council (FRC)
(FRC)
Chartered Qualified Chartered | 100 Only STR Membership
Secretary Secretary — 20 No CDD requirements
Corporate prescription of local &
secretaries International
Association
Real Estate | Trade Licensed and | Industry No No industry Approvals to
Agents Unlicensed Real Estimates regulator or promoters of
Estate Brokers range appointed high value
from 150 authority. The
to 200. BOI/PMO Integrated
approve high | Resort
value IRS Scheme (IRS)
developments | are vetted
through the
Board of
Investments
Precious Jewelers for sale of | 600-800 No Oversight of Prohibition on
metals and | stones Jewelers trade licenses | large cash




21

stones Bank of Mauritius work in by Controller | transactions
and 2 registered unknown of Assay places sector
Metal Dealers number of above FATF

business threshold

Other sectors covered in the domestic law (both gambling related)

Totalisators | Licensed 2 Only STR. No | Horse Racing | Pool based

Pool based operators3 Licensed | CDD Control Board | betting

betting holders prescription

Bookmakers | Licensed 51 Only STR. No Fixed priced
bookmakers Licensees | CDD betting

prescription

Trust and Company Service Providers (TCSPs)

43. Trust and company service providers that serviegtbbal sector business in Mauritius must
hold an FSC issued Management License. Of the id#h&ees at the time of mission, 79 were
Management companies and 23 were Corporate Trugiettscategories were regulated by the FSC
under the Financial Services Development Act 2Qfil the mission. During the mission, the Act
was replaced by the Financial Services Act 200&. FBC also supervises the management
companies that provide professional trustee ses\fmedomestic clients. Most of the management
companies service both corporate and trust clients.

TCSPs - Global Business Sector

44, The 79 management companies, together with 23fepehtiorporate trustees (that can also
act as registered agents), service the global essi{GBL) sector in Mauritius. Both management
companies and qualified corporate trustees mustdohanagement license issued by the FSC;
however, the license conditions for the managermemipanies provide for a broader scope of
activities: company formation, administration andnagement of GBLs and corporate trustee
services. Corporate trustees are restricted ttegervices. Only management companies are
allowed to act as registered agents. All GBLs napgtly through or be represented in Mauritius by a
holder of a management license. In the majorityasies, the management companies also hold
trustee licenses through affiliated companies aéathe trustee for their global clients.

45, There were 28,981 businesses with global busiiesmsses as of June 2006. There are two
types of license: GB1 (8,706) and GB2 (20,285). ®GB4inesses must have physical presence in
Mauritius and are primarily involved in financiarsices, including funds management, banking, and
insurance. GB2 licensees which must be represemtdduritius by a registered agent (that is a
management company), are mainly used for investhm@dings for incorporated and high-wealth
individuals and trading. The new Financial Servides(FSA) which came into effect on

September 28, 2007, strengthens statutory requimsmer the conduct of global businesses. Global
businesses that wish to conduct financial senacesestricted to a GBL1 license. Most GBs are
incorporated or registered in Mauritius and argestitio the requirements of the Companies Act. The
FSC estimates indicate that in excess of 70 peafdntal turnover in the global sector is genettate
through the financial services business conducye@BL 1 licensees.

3 At the time of the mission, the regulatory resphilisy was in the process of moving to the newgsin
Gambling Regulatory Authority (GRA). The GRA Actguision concerning Bookmarkers and totalisators and
general enforcement was placed into effect aftentission. (December 6, 2007).
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46. For AML/CFT purposes, FIAMLA designates the FSGhescompetent supervisory
authority. The FSA (placed into effect during thesite mission) creates the broader legal structure
and framework for the FSC’s regulation of the narkbfinancial institutions, and this includes
TCSPs that service the global sector and qualifiestees that are also able to act for domestatgru
Consistent with its approach to regulating and supiag the insurance and securities sectors, the
FSC acts as the licensing authority (both for managnt companies, qualified trustees and the
GBLs, conducts on and off-site inspections of ttemagement companies and qualified trustees and
has undertaken enforcement action. Prior to tlaeterent of the FSA, TCSPs were governed by
provisions of the Financial Services Developmeritwgich also required TCSPs to be licensed by
the FSC. The FSD s27(5) also gave specific powtrad-SC to conduct on-site inspections of the
management companies licensed to provide trustte@npany provider services to the global
business sector.

TCSPs - Domestic market

47. Although the Companies Act 2001 allows individual$orm their own domestic companies,
local lawyers, notaries, accountants and chartegecktaries continue to provide these corporate
services. The assessors were unable to obtaintatistiss to scope the size of the sector; however,
industry advice suggests that such businesslisistiertaken by many of the local professions.

Law Practitioners (including notaries)

48. Solicitors, lawyers, and notaries fall under th&vlRractitioners’ Act. Specific laws
governing these three professions are the Law §o&id, the Bar Council Act and the Notaries Act.

49. In Mauritius, the legal profession is split betwéaw practitioners (attorneys and notaries)
and barristers. Attorneys and barristers are g@eehy the Law Practitioners Act (1984) and by the
Mauritius Law Society Act (2005). (Description aacklysis of the notary’s profession is included
separately). In 2006, the Law Society also issuglé$and a Code of Conduct. Barristers are
governed by the Mauritius Bar Association Act (1p3Aw Practitioners Act and a Code of Ethics
(1997). There are approximately 150 lawyers andi&#f&sters practicing in Mauritius.

50. Attorneys are generally retained by clients for amercial litigation and other civil litigation.
Barristers may be hired directly by clients fomanal litigation. They may be hired for civil
litigation matters as well although the carriagehef case remains with the attorney. Barristers are
also employed by management companies and intenaiaw firms to give legal opinions on
corporate and commercial matters with regards tarian law for companies holding global
business licenses in Mauritius who are conductitgrmational business through those companies.

51. Notaries are considered law practitioners covesethe Law Practitioners Act that applies to
lawyers and barristers. They are also subjectamahjuirements of the Notaries Act. The Chamber of
Notaries has a general role to maintain the intatisaipline among notaries. A maximum of 60
notaries are allowed to practice (currently 54 #tigtorically, all notaries must be located in Port
Louis to assist in their knowledge of the client.

52. Notaries are involved in real estate transactiaim®re they act as the intermediary for both
buyer and seller. In this role, notaries authetditiae deeds of title and transaction. The Notally w
hold on deposit funds from the potential buyer seidase net funds to the vendor when the title is
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transferred. The prohibition on large cash paymappies, and the normal practice is to rely on
cheques placed with Mauritian banks.

53. Notaries are also involved in forming domestic camips for clients, although this business
has fallen significantly following changes to therpanies Act that enable individuals to make their
own application. Notaries provide a service to@RLs and management companies in certifying
true copies of board resolutions, powers of attypara trust deeds, and that documents have been
completed in accordance with the relevant Maurikan

Accountants and Auditors

54. In 2004, the Financial Reporting Act was passeds At provides for the setting up of the
Mauritius Institution of Professional Accountantglahe Financial Reporting Council. MIPA is
responsible for the oversight of the professiowalduict of registered accountants, and the FR@has
similar role with respect to licensed accountants.

55. There are currently 1,143 professional accountagistered with MIPA and 140 auditors
who are required to be licensed by the FRC. Cdirficcomment was received as to whether
“accountant” is defined in law.

56. Professional accountants must have qualificatienegnized by the various professional
accounting bodies and work both in the public arebpe sector. All practices provide auditing and
accounting services. The larger firms are incrgdgimoving into corporate advisory services, for
example, on corporate financing proposals in tly@ore The local sector restricts itself to auditing
work for the global sector as the accounting fuorcservice is provided by management companies.
The industry is dominated by the five largest firmvbich include international auditing firms.

Chartered Secretaries

57. There are approximately 100 Chartered Secretaribtauritius that meet the professional
qualifications (legal or accounting). The internatl standard setting body is the Institute of
Chartered Secretaries (based in London). All membgthe local professional association (The
Mauritian Association of Chartered Secretaries Adahinistrators) are required to adhere to the
Institute’s professional code of ethics. The codidresses professional responsibilities which
includes adherence to all relevant statutory agdlagory requirements. No specific guidance on
AML/CFT matters have been issued.

58. Public companies and private companies of a cettaimover (30 million rupee) are required
by the Companies Act to have a chartered (corppsa@etary and the Companies Registrar review
verifies the membership status of all charteredetades that act for such companies. The rolb®f t
company secretary (currently about 20) is specibietth in the Companies Act and the Code of
Corporate Governance for Mauritius and essentiatiiudes advising and assisting a board of its
obligations to its own constitution, relevant staty and regulatory requirements, Codes of Conduct
and rules established by the Board. Company Seie®tare subject to the same “fit and proper “tests
as directors.

59. In Mauritius, chartered secretaries also providpate services, including company
formation and registered offices, nominee serviaad, management of bank accounts. The greatest
risk to reputation is considered to be the actmg aominee. Corporate Services are provided to the
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domestic sector. Chartered secretaries also worthéovarious management companies in an internal
capacity. Any AML/CFT obligations are the respoilgipof the management company.

Real Estate Agents

60. Real Estate agents are not regulated except tabiberate with a trade license from one of
the nine local authorities. The mission was madarawf a significant level of unlicensed activity;
although no real estate price index exists, theosézundergoing considerable growth, especially
with respect to the government-promoted Integr&esort Scheme (IRS), which enables high-value
developments to be sold primarily to foreign buy@ise Board of Investments estimated that

4.5 billion MUR (approximately US$130 million) wasvested in the IRS developments in the
previous year.

61. A trade license enables a person to act as a bbeltereen buyers and sellers of ‘immovable
objects”—meaning property. There is no Agency la the direction given by commercial code,
which is based on French law, gives anyone thd the involved in “buying and selling”. The

trade license comes with no conditionality anceisewed on an annual basis. There is ho monitoring
of agents other than for payment of license fees.

62. The Real Estate Agents Association (30 membersyedthat 150 to 200 persons operate as
estate agents. The Association is seeking to ingotioe overall standards of the real estate sentbr a
has issued a Code of Ethics, Rules and Regulaiimmiading ethical membership requirements
which are binding on its members. It has an intedisziplinary committee. All legal and transaction
formalities concerning the acquisition or dispasfgbroperty in Mauritius is undertaken by notaries.

63. There is no real estate price index. Anecdotal centrauggests that the price of real estate
has risen considerably in recent years. Increastegnptions are being provided to allow foreigners
to purchase real estate. The BOI facilitated IR& sgynificant initiative to attract foreign buyensd
investors. The IRS developers (Mauritian or forgigomoters) predominantly market the high value
propertied to international buyers. While the BOI undertalidsvel of checking on the background
of promoters before it approves the developmentiGgifon, this is more for credit worthiness.

64. The BOI does not regulate the IRS sector, althalgime relevant regulations do require
promoters/developers to establish bank accouri&auritius and hence be subject to the CDD
processes of the financial sector. As part ofritegsses, the BOI will research annual reports and
internet, and obtain source of funds and passpfmtration. A KYC certification of the foreign

buyer from the promoter’s Mauritian bank is prowlde the BOI. Foreign investors must transfer all
payments to the promoter’s Mauritian bank accousisequent to the on-site mission the
authorities advised that the scope of the IRS leas lextended to allow smaller private landowners to
sell to foreign investors.

Dealers in Precious Metals and Stones
65. Dealers in precious metal and stones operate viithde license from one of the local

authorities. Although no official statistics wenempided to the assessors, industry representatives
advised there are approximately five to six hungeaeklers in Mauritius, although it is unclear how

* Minimum sale price US$500,000, although pricesrapeh higher in practice.
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many separate businesses exist. Most jewelers f@pdstablished jewelry businesses.
Approximately 15 of these jewelers are involvedhe jewelry export business. The assessors were
advised that unlicensed activity is a problem imitidustry.

66. The BOM sells gold to the two registered preciowtahdealers. The two gold dealers do not
fall under the regulatory purview of the BOM. Lij@avelers, they are required to be registered with
the Controller of Assay’s Office and are governgdhe provisions of the Jewelry Act 2007.

67. There is a level of oversight of licensed jeweband jewelers are subject to transaction-based
record keeping requirements for VAT and Customgpses as well as for on-site quality checks by
the Assay Office.

Casinos

68. In May 2007, the government enacted the Gaming Regy Authority Act to license,
regulate, and supervise the business of casinosg Inacing, lotteries, gaming houses, bookmakers,
and totalisator. The Act further empowers the Ganitegulatory Authority to issue guidelines on the
prevention of money laundering and the combatingheffinancing of terrorism to licensed casinos,
bookmakers and totalisators. The Act was placexéffect with respect to casinos just prior to the
onsite mission; however, the Board has yet to bstitated.

69. Six physical casinos in Mauritius operate on alyg@newable licensing arrangement. The
State Investment Corporation (SIC), which is theegiment body of the government, maintains a
majority shareholding in all licenses, and managgmrtnership with private sector partners that ar
usually connected with the hotel operations thatska casino. The scale of the casinos is
comparatively small, with the largest operatingydt® tables. Electronic gaming machines (“slots or
pokies”) are subject to a separate license byahtmsregulator and the minister approves the numbe
of machines. Transaction limits for note loadingchiaes are 50 rupee and table bet limits seldom
exceed 500 rupee. The current rate of turnovervatlded tax is a relatively high 50 percent. Like a
businesses in Mauritius, casinos are prohibiteshfinmaking or accepting payments in cash in excess
of 500,000 rupe@The Mauritian casino clientele is primarily lo¢alown patrons and the industry
places strong reliance on its knowledge of thetitifog habits. Mauritian casinos do not host junkets
simply because they cannot match the inducemeritsedérger international casino operators.

Non-Profit Organisations

70. The Registry of Associations Act 1976 providestfar legal framework for the registration,
supervision, and monitoring of non-profit organiaas. 8,000 associations are registered under the
Registration of Associations Act as of December28D6. The membership strength of these
associations varies between seven and 25,000. &sseeiations have many purposes, including to
promote social, cultural, religious, educationpbrss, philanthropic, and benevolent activities smd
provide benefits to their members. They handle $urashging from Rs 1000 to Rs 460 million.

® Exemption to this prohibition is possible in centairescribed circumstances, however, the circurnstado
not apply to DNFBPs.
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1.5 Overview of commercial laws and mechanisms governjnegal persons and arrangements

71. Legal persons may be formed as companies und&dhmpanies Act 2001. Under section 91
of the Companies Act 2001, a global business cognarequired to maintain a share register which
must record, among other information:

(i) the names and the last known address of eaxdop who is or has within the last seven
years been a shareholder; and

(i) the date of any transfer of shares and thraenaf the person to or from whom the shares
were transferred.

72. Under the previous FSD Act, a company holding a&@aty 1 global business license must at
all times have a director resident in MauritiuseTtew FS Act applies a ‘management and control
test’ and requires GBL1 companies to have at lpastlirectors, resident in Mauritius, and of
sufficient calibre to exercise independence. Cataodirectors are not allowed. A company holding
a Category 2 global business license is not reduodave a resident director and may appoint a
corporate director. All global business companiestikeep a register of directors containing:

() the names and addresses of the persons witraotors of the company;

(i) the date on which each person whose nametesed on the register was appointed as a
director of the company; and

(i) the date on which each person named asextdir ceased to be a director.

73. Any change in the directors of a company must liffied to the Registrar of Companies. A
global business company must at all times havgiatezed office in Mauritius.

74. It is also possible to register societies commé(ased for business purposes) and societies
civil (used to hold real property or other assedegieties en participation, and societies denhith

can be created under the civil code of MauritidseSe societies may be created in one of three ways:
individuals can retain a notary to prepare the geéetlindividuals may create the deed themselves, o
individuals can create a society commercial dewakre there is no document but the arrangement
exists in practice. Whichever form of creatiowl®sen, all can be registered with the company
registry so that the deed or interest is registaretrecognized publicly. The societies are mush le
regulated than companies in that much less infoomag required to be disclosed. No shareholder or
beneficial information need be disclosed.

75. Joint ventures, consortiums, foreign societiepastnerships may also be registered by the
registrar but there is no legal requirement fonthe register. In all cases, no shareholders, akef
owners or beneficiaries, as may be applicable, sweete disclosed to the registrar.

76. As at the end of August 2007, there were 31,325esticcompanies registered with the
Company Registrar, and 188 foreign companies. Tivere 8,732 Global Business License One
companies and 20,268 Global Business License Twipaaies. In total, there were 61,039
companies registered in Mauritius as of the enéluzfust 2007.
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Trusts

77. The Trust Act 2001 governs trusts settled by besidents and nonresidents. There is no
provision requiring a trust to be filed with a stair regulatory body. The instrument creating the
trust must name the trustee and the beneficiariekass of beneficiaries as the case may be and
identity the property transferred on trust. Alldtsiare required to have at least one qualifiestedeu
which must be licensed to act as such by the F&@lifig@d trustees are licensed by the FSC under
Section 24 of the FSD Act. The qualified trustesssied with a management license and is thus
required to undertake the verification of the idlgrif the applicant business and of the principals
thereof and to keep records of the verificatiordehtity documentation pursuant to the requirements
of the FIAMLA and FSC’s Code on the Prevention aidy Laundering and Terrorist Financing
intended for management companies.

1.6 Overview of strategy to prevent money laundering aa terrorist financing
AML/CFT Strategies and Priorities

78. Mauritius enacted the Financial Intelligence andiAMoney Laundering Act 2002

(FIAMLA), the Prevention of Corruption Act 2002 (B2), and the Prevention of Terrorism Act
2002 (POTA). Itis an active member of the Easterth Southern Africa Anti-Money Laundering
Group (ESAAMLG). The Financial Intelligence Unithigh is an independent body and a member of
the Egmont Group, is responsible for collectinglgring, and disseminating data/information on
anti-money laundering. The Independent Commissigaidst Corruption (ICAC), set up in 2002, is
responsible for investigating corruption as welhamey laundering matters. Powers were given to
the Bank of Mauritius (BOM) and the Financial Seed Commission (FSC) to issue and to enforce
guidelines/Codes to their licensees on AML/CFT.Wlite enactment of the Gaming Regulatory
Authority Act in May 2007, the Gaming Authority Whave powers to issue guidelines on AML/CFT
to its licensees, namely, casinos, bookmakers, gahuses, etc.

79. The National Committee for Anti-Money Launderingdladombating the Financing of
Terrorism, which was established under the FIAMIisAesponsible for promoting coordination
among the FIU, investigatory authorities, supemyisuthorities, and other institutions with a view
improving the effectiveness of existing policiesctanbat money laundering and the financing of
terrorism. Most of the relevant authorities areld®a to communicate and cooperate with one
another, but stringent confidentiality requiremeantthe POCA prohibit the ICAC from exchanging
information with other authorities on a formal lzasi

The institutional framework for combating money laundering and terrorist financing

80. The Ministry of Finance and Economic Developmerst bhaen assigned the responsibility for
money laundering and terrorist financing mattersluding policy issues regarding AML/CFT. Other
relevant ministries include the Ministry of Justemed Human Rights, the Ministry of Interior, ané th

Ministry of Foreign Affairs. Other bodies involvéd AML/CFT include:

. The Financial Intelligence Unit, which is the cahtgency in Mauritius responsible for
receiving, requesting, analyzing and disseminatirtpe investigatory and supervisory
authorities disclosures of financial informatiomcerning suspected proceeds of crime,
alleged money laundering offenses, and the fingnafrany activities or transactions related
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to terrorism;

The ICAC was set up under the Prevention of ComapAct 2002, replacing the former
Economic Crime Office set up under the repealechBeoc Crime and Anti-Money
Laundering Act 2000. Its role is to investigateraption and money laundering offenses;

The Mauritius Police Force has three differentsumihich may be called upon to investigate
money laundering cases: the Special Cell and theaFUnit (both located within the Central
Crime Investigation Department), and the Anti-Dragsl Smuggling Unit;

The Solicitor General's Office has been involvedhe drafting of the AML/CFT legislative
framework with the aim of combating money laundgrmd strengthening the financial
system in Mauritius. In addition, the Office deadith incoming and outgoing requests for
mutual legal assistance to and from foreign coestiiirough the Central Authority, in
respect of serious crimes like fraud and moneydating. The Office is the main
prosecutorial body in Mauritius and is assignedliie responsibility of providing advice on
issues pertaining to AML/CFT, as well as prose@utimoney laundering cases which are
referred to the Office by the Independent Commisgigainst Corruption;

The Commissioner of the Drug Asset Forfeiture @fiie responsible for the confiscation of
assets of persons convicted under the DangerowgsBrct of 2000;

The Mauritius Revenue Authority (MRA), which is alib enforce AML/CFT rules and
regulations on incoming and outgoing passengers;

The BOM is the licensing and supervisory body bbahks, non-bank deposit-taking
institutions, and cash dealers operating in Maugiti

The FSC licenses, regulates, and supervises notfinamicial institutions in Mauritius. The
nonbank financial sector includes institutions ilveal in insurance and pensions, capital
market operations, leasing, and credit financeabas global business activities;

The Financial Reporting Council has been set upfaly autonomous oversight body with
the responsibility to monitor and enforce the réipgrof financial matters, as well as issuing
accounting and auditing standards and codes;

The Mauritius Institute of Professional Accountamtself regulatory body, is responsible for
the supervision and regulation of the accountamofepsion. It also promotes the highest
standards of professional and business conduabtégsional accountants and works to
enhance the quality of services offered by them;

Mauritius has also established the National Conemittn Corporate Governance, which is
the national coordinating body responsible fonaditters pertaining to corporate governance.
The main objectives of the Committee is to esthhpignciples and practices of corporate
governance and to promote the highest standarcisrpbrate governance;

The Mauritius Institute of Directors is responsifile promoting high standards of corporate
governance, business, and ethical conduct by Dirgct
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. The Gaming Regulatory will be established by thenag Regulatory Authority Act 2007 to
license and supervise casinos, bookmakers, arlgs&ta. This body will be responsible for
issuing guidelines on AML/CFT.

Approach concerning risk
81. Mauritius has not undertaken a risk assessme®tNt/CFT purposes.
Progress since the last IMF/WB assessment or mutualaluation

82. In December 2002, an FSAP mission of the IMF/WBdtarted a detailed assessment of the
anti-money laundering (AML) and combating the fioisug of terrorism (CFT) regime of Mauritius.
The mission reviewed the relevant AML/CFT laws aegulations and supervisory and regulatory
systems in place to deter money laundering anading of terrorism with a view to identifying the
strengths, vulnerabilities, and development neediséa financial sector and assisting the Mauritian
authorities in designing appropriate responses.

83. To give effect to those recommendations, the Antiaely Laundering (Miscellaneous
Provisions) Act, the Convention for the Suppressibthe Financing of Terrorism Act 2003, and the
Mutual Assistance in Criminal and Related Mattecs 2003 were passed in September 2003. The
FIAMLA Regulations on record keeping, personal iiferation, etc. was passed in June 2003.

84. The Anti-Money Laundering (Miscellaneous ProvisipAst 2003 amended the then
Banking Act 1988, the Financial Intelligence andiAMoney Laundering Act 2002 and the Financial
Services Development Act 2001 to provide, amongistifor:

(@) the replacement of the Review Committee of the i@ Intelligence Unit by a
Board;

(b) the setting up of a National Committee for Anti-MgrLaundering and Combating
the Financing of Terrorism to coordinate AML/CFTians at the national level;

(© the Financial Intelligence Unit to issue guidelinedanks, financial institutions,
cash dealers and members of the relevant professiopccupations on the manner in which
suspicious transaction reports should be madect&ithancial Intelligence Unit;

(d) the Bank of Mauritius and the Financial Servicesn@ussion to issue codes and
guidelines on anti-money laundering and the compatf the financing of terrorism and to
enforce compliance with those codes and guidelines

(e) a derogation from the duty of confidentiality of:

() banks, to allow them to report suspicious transastand supply information
relating to a reported suspicious transaction éoRty;

(i) the Bank of Mauritius and the Financial Servicesn@ussion to be able to
refer information suggesting a possible money ladngd offense or a suspicious
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transaction to the FIU;

() the Director of the FIU to request further informatin relation to a reported
suspicious transaction.

85. The Mutual Assistance in Criminal and Related Matigct 2003 was passed which aimed at
enabling the widest possible measure of internatioooperation to be given and received promptly
by Mauritius.

86. The Financial Intelligence and Anti-Money Laundgriiact 2002 and the Regulations to the
Act were promulgated to provide for, among oth#s,verification of client identity, record keeping
the appointment and responsibilities of money l@uimd) reporting officer, and the implementation of
internal controls and other procedures to combataypdaundering.

87. The Prevention of Corruption Act 2002 was amendedayeral occasions. One notable
change was to enable the Independent Commissioimgd2orruption to investigate corruption and
money laundering cases not only after referral ftbenFIU, but also after referral from the Polias,
well as on its own initiative.

88. A general review of the Guidance Notes to the bamkiadustry on AML/CFT was

undertaken following the enactment and proclamatiaime Banking Act 2004 and Bank of

Mauritius Act 2004. The Guidance Notes requiraficial institutions under the jurisdiction of the
BOM to apply enhanced KYC for, among others, pmdilly-exposed persons, correspondent banking,
wire transfers, and high-risk individuals.

89. The Financial Services Commission has issued thogles on AML/ CFT to the insurance
sector, management companies, and investment lsgsmelrhese Codes are updated as the need
arises to cater to developments in AML/CFT.

International cooperation and extradition

90. With the Mutual Assistance in Criminal and Relakéakters Act 2003 (MACRM Act) and
the Extradition Act 1970, Mauritius adopted compmesive laws that enable it to provide a wide
range of measures at the request of a foreign.Bath ML and TF are extraditable offenses.

2 LEGAL SYSTEM AND RELATED INSTITUTIONAL MEASURES
2.1 Criminalization of Money Laundering (R.1 & 2)
2.1.1 Description and Analysis

91. The Republic of Mauritius started fighting agaimginey laundering in 1995 with the
enactment of the Dangerous Drug Act (DDA) that aniizes the laundering of the proceeds of
drug-related offenses. It then criminalized morayndering on a larger scale in 2000 with the
adoption of the Economic Crime and Anti-Money Laeridg Act (ECAMLA), which took a
threshold approach based on the gravity of theneffécrimes). The ECAMLA was subsequently
replaced by the Financial Intelligence and Anti-Mgrih.aundering Act of 2002 (FIAMLA), which
criminalizes money laundering in the same terntha&CAMLA.
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92. Mauritius, therefore, has two money laundering dés: a general one that applies to all
crimes (Section 3 of the FIAMLA), and a more spieaiine that applies to the offenses listed under
the DDA (Section 39 DDA).

Legal Framework

Criminalization of Money Laundering (c. 1.1 - Physal and Material Elements of the Offense):
93. Mauritius ratified the UN Convention Against llliciraffic in Narcotic Drugs and
Psychotropic Substances (Vienna Convention) onugeprl9, 2001. It implemented the relevant
provisions of the Convention with the adoptionarfid subsequent amendments to) the DDA.

94. It also ratified the UN Convention Against Transola&l Organized Crime (Palermo
Convention) on April 21, 2003. Section 188 of thin@nal Code, which is a remnant of the French
Criminal Code and which was already in place atithe of the ratification, criminalizes the
association of malefactors but no additional immatation measures were taken as a result of the
ratification.

95. The International Convention for the SuppressioRinancing of Terrorism was ratified on
December 14, 2004 and was given force of law ientérety (Section 3 of the Convention for the
Suppression of the Financing of Terrorism Act 0820 Further measures were taken as described
under Special Recommendation Il below.

96. Section 3 of the FIAMLA criminalizes money laundeyiin the same terms as the 2002
ECAMLA and provides that:

“(1) Any person who:

(a) engages in a transaction that involves prgpehich is, in whole or in part, or directly or
indirectly represents, the proceeds of any crime; o

(b) receives, is in possession of, conceals, #diegutransfers, converts, disposes of, removes
from, or brings into Mauritius any property which in whole or in part directly or indirectly
represents, the proceeds of any crime;

(c) where he suspects or has reasonable groundadpecting that the property is derived or
realized, in whole or in part, directly or indircfrom any crime, shall commit an offense”.

97. The law further provides that a bank, financiatitngion, cash dealer or member of a
relevant profession or occupation that fails teetakich measures as are reasonable necessary to
ensure that neither it nor any service offeredtbig icapable of being used by a person to commit o
to facilitate the commission of a money laundeniffgnse shall commit an offense (Section 3(2)
FIAMLA).

98. Articles 3(1)(b)&(c) of the Vienna Convention an@pof the Palermo Convention require
countries to establish as a criminal offense thieviang intentional acts (material elements): the
conversion or transfer of proceeds; the concealmedisguise of the true nature, source, location,
disposition, movement or ownership of or rightshwitspect to proceeds; and, subject to the
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fundamental or constitutional principals and basiocepts of the country’s legal system (Art. 2 para
1 of the Vienna Convention and Art. 6 para. 1 ef Balermo Convention), the acquisition, possession
or use of proceeds (Art. 3 para. 1 (b) (i) — (fiffee Vienna Convention and Art. 6 para. 1 (a}-({)i)

of the Palermo Convention), as well as the pamibgm in, association with or conspiracy to commit,
attempts to commit, and aiding, abetting, facilitgtand counseling the commission of any of the
foregoing (Art. 6 (1) (b) (iii) Palermo).

99. The material elements of the money laundering sifaimder the FIAMLA are broad in

many respects and cover most of the elements listddr the Conventions. In particular,

Sections 3(1) (a) and (b) of the FIAMLA satisfy tleguirements of the Conventions with regard to
the conversion or transfer, concealment or disgalgkacquisition, possession or use of proceeds of
crime. However, the concealment and disguise edeis under Section 3(1) only seem to apply to
the property itself, and whilst this would usuatlyver the location of the property, it would not
necessarily and in all cases also cover the “tatera, source, disposition, movement or ownership o
or rights with respect to proceeds” as requirethieyConventions.

100. Section 39 of the DDA provides that:
“Any person who unlawfully,

(a) converts or transfers resources or goodsetkfrom any of the offenses specified under
sections 30, 33, 35, 36 and 38 with the aim eidfieoncealing or disguising the illicit origin
of the said goods or resources or of aiding anggemvolved in the commission of one of
those offenses to evade the legal consequences actions;

(b) renders assistance for concealing or disguigiaggenuine nature, origin, location,
disposition, movement or ownership of the resoyrgesds or rights thereto derived from
one of the offenses under this Part;

(c) acquires, possesses or uses goods and resduroesng that they are derived from one
of the offenses under this Part,

shall commit an offense (...).”

101. The first elements of the offenses under the VieamshPalermo Conventions (i.e., the
conversion and transfer) are clearly covered uBeetion 39 of the DDA. The second elements
(concealment and disguise) are also covered, utiay which appears too restrictive. Under the
Conventions, these elements are broad and indhedeoncealment or disguise of almost any aspect
of or information about the property. While con@egland disguising should include the illicit ongi
as mentioned in the DDA, it should also coverladl other elements listed in the Conventions,
namely, the true nature, source, location, disprsitnovement or ownership of or rights with
respect to proceeds. Under the DDA, these elenagatspecifically listed, but only with respect to
the ancillary offense of rendering assistance.

The Laundered Property (c. 1.2):

102. The money laundering offense refers to propertyctvig, in whole or in part or directly or
indirectly represents the proceeds of any crimepénty is defined under Section 2 of the FIAMLA
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as “property of any kind, nature or descriptiongtiter moveable or immoveable, tangible or
intangible” and specifically includes:

(a) any currency, whether or not the currencygsli¢ender in Mauritius, and any bill,
security, bond, negotiable instrument or any imagnt, capable of being negotiated which is
payable to bearer or endorsed payable to bearethethexpressed in Mauritius or otherwise;

(b) any balance held in Mauritius currency or iy ather currency in accounts with any bank
which carries on business in Mauritius or elsewhere

(c) any balance in any currency with any bank clatdilauritius;

(d) motor vehicle, ships, boats, works of art, jlmmg precious metals or any item of value;
and

(e) any right or interest in property.”

103. Although corporeal and incorporeal assets arepetiically mentioned, they are clearly
covered in the definition and list above. This digon of property applies to a broad range of ssse
and is in line with the definition under the Vierarad Palermo Conventions and the FATF Glossary.

104. Section 39 of the DDA refers to “resources or ggoghich the Act does not define. It is
also unclear in the text of the law whether theéslegpr’s intention was to cover “resources and
goods” that have been derived both directly andeatly from the crime. The authorities, however,
are adamant that they interpret “resources andgjdwdadly to cover all types of property derived,
directly or indirectly, from crime.

Proving Property is the Proceeds of Crime (c. 1)2.1

105. Prior conviction for the predicate offense is ng@rarequisite to a conviction for money
laundering under the FIAMLA; the Act specificallyqvides that “a person may be convicted of a
money laundering offense notwithstanding the aleseh@ conviction in respect of a crime which
generated the proceeds alleged to have been ladid&ection 6(1) FIAMLA). The law further
mentions that in any proceedings for money launggeit is sufficient to aver the information thiaet
property is, in whole or in part, directly or inelatly the proceeds of a crime, without specifying a
particular crime, and the court, having regardlitthe evidence, may reasonably infer that the
proceeds were, in whole or in part, directly oniadtly, the proceeds of crime (Section 6(3) of the
FIAMLA).

106. The principles under both provisions of the FIAM&re already contained in the

ECAMLA, respectively under Section 17(6) and (h)ohe case conducted under the ECAMLA
before the Intermediate Court, the specifics offfeglicate offense (which had been committed
abroad) were not provided in detail by the prosecutThe defense counsel moved for a stay of the
proceedings on the grounds that Section 17(7)dineent Section 6(3) of the FIAMLA) breached
Sections 10(1) and 10(2) of the Constitution of ktaus which provide for a fair hearing and the

right for the defendant to be informed in detaitiod nature of the offense he is charged with. The
Court agreed with the State Counsel (both in tlieguand in the final judgment) that, although the
Prosecution must prove that the property was tdiatel that the accused had reasonable grounds to
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suspect that he was dealing with the proceed<sofre, it is not necessary to aver the predicate
offense, and the need for particulars of the pagdioffense therefore does not afidde accused
person was convicted for money laundering and seatkto a 1,000,000 Rupees fine. It should be
noted, however, that the accused party subsequardlienged this judgment on several grounds,
including the constitutionality of Section 17(7)tbe ECAMLA. The case was pending before the
Appeals Court at the time of the assessment andi#thecheduled for early 2008.

107. According to the authorities, although this is spécified in the Act, prior conviction for the
predicate offense is a necessary preconditionrctmaiction for money laundering under Section 39
of the DDA. Both offenses may nevertheless be {@w been) tried during the same proceedings.

The Scope of the Predicate Offenses (c. 1.3):

108. The Mauritian authorities opted for a thresholdrapph under the FIAMLA with the money
laundering offense applying to “ crimes”, i.e.,afses punishable by penal servitude (imprisonment
imposed for life or for a minimum term of 3 yeaasi)d/or a fine exceeding 5,000 rupees (Sections 4
and 11 of the Criminal Codé)Several of the categories of offenses designatde\i F as the
minimum standard for the list of predicate offensesstitute offenses under Mauritian law.
However, a number of them carry an imprisonmentesee for a duration ranging from 11 days to

5 years (as opposed to penal servitude for a |aieger), which entails that they constitute
misdemeanors, as opposed to crimes. Others stilbtloonstitute an offense, and therefore, like the
misdemeanors, do not fall within the scope of tlmmey laundering offense. In some instances, such
as larceny, the main offense is classified as adenieanor when it is committed in its “simplest”
form, but takes the more serious nature of a crifmen it was committed with aggravating
circumstances (such as the use of violence, datttehat the offense was committed by a criminal
group). It is worth noting that the amount of momeyther assets involved in the offense is not an
aggravating element: the theft of a large amoumafiey, for example, does not constitute a crime
but only a misdemeanor and the laundering of tbeg®ds of the theft entirely evades the scope of
the FIAMLA.

109. The money laundering offense under the DDA appligbe conversion and transfer of
resources or goods derived from the offenses cdugyehe Act which include illicit trafficking in
narcotic drugs and psychotropic substarices.

110. The following categories of offenses designatethiey=ATF constitute predicate offenses
under Mauritian law (under both FIAMLA and DDA):

® Cause No. 847/02. The case was brought beforedahet Gnder the previous Act, the ECAML Act, which
criminalized money laundering in the same wordthas-IAMLA.

" The other types of offenses under Mauritaniandssvmisdemeanors, which are offenses punishable by
imprisonment for a term exceeding 10 days (witkvithout hard labour) and/or a fine exceeding 5,04gees.
Unless otherwise specifiethe term for which imprisonment may be imposed eargetween 11 days and five
years; and contraventions, which are offenses pahle by imprisonment for a term not exceeding 4ysd
and/ora fine not exceeding 5,000 rupees (Sections 51 @ndl 12 of the Criminal Code).

8 Drug dealing offenses (Section 30); precursorseras and equipment offenses (section 33); oftean
selling for personal consumption (section 35);lf@ting or permitting drug offences (Section 3Bigitement
to drug offenses and unlawful use (Section 38).
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Participation in an organized criminal group anckedeering - Section 188 of the Criminal
Code. Section 188 provides that “any associatiomalefactors against the persons or
property of individuals is a crime against the pupkace”. Pursuant to Section 189, “such a
crime exists by the mere fact of an organisatioa b&and, or of correspondence between such
band and its chiefs or commanders, or of an agreehaing for object to give an account

or to make a distribution or division of the produsf their wrongful acts.” It should be noted
that this particular offense gave rise to somellef/eonfusion during the assessment because
of the reference to the breach of peace. Initi#iyas unclear whether breach of peace was a
specific element of the offense which would havel@ked other groups acting in pursuit or
organized with a view to obtain financial gain wati breaching the public peace. The
authorities then indicated that this was not threedaased on an analogy with French law:

they explained that Section 188 was a remnanteoFtiench Code adopted by Mauritius, that
French law therefore constituted a valid sourcafairmation for interpretation purposes and
that, under French law, the breach of peace ism@ement of the offense. In their view, this
would be the reason why Section 188 could be int¢ep broadly. It should also be noted

that this particular offense is rarely applied #mat the fact that a specific crime was
committed by a group is usually taken into accasén aggravating element under the main
offense, rather than in the application of Secfi88.

Terrorism, including terrorist financing - Sectidrof the CSFT Act;

Trafficking of children — Section 13A of the ChiRtotection Act 1994 (as amended in 1995
and 2004);

Corruption — Sections 4, 5, 6 — 17 of the POCA,;

Fraud is covered by the offense of Swindling — ©ac330 of the Criminal Code;
Embezzlement is also a crime when committed byldigar a ministerial officer, or by a
servant or a person in service receiving wagea,mupil, clerk, workman, journeyman or
apprentice, to the prejudice of his master — Se@RSB subsection 2 of the Criminal Code;
Counterfeiting currency — Sections 93 to 100 of@mieninal Code;

Murder, grievous bodily injury — Sections 214 t82228 and 229 of the Criminal Code;
Kidnapping and hostage taking (“sequestration”d8 and 268 of the Criminal Code;

Sexual exploitation of minors (i.e. victims undee age of 18) — Sections 14 and 18 of the
Child Protection Act;

Theft is covered by the offense of Larceny with wading, larceny with violence by night
breaking and larceny with other aggravating cirdamses (larceny with armed weapon, or
by two or more individuals, or in public dwelling; on a public road), larceny by night
breaking — Sections 303, 304 and 305 of the Cahode;

Extortion — Section 307 of the Criminal Code;

Forgery — Sections 106 — 112, 117, 118 of the GrinCode

Other categories of designated offenses are ndigatte offenses under Mauritian law:
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. Trafficking in adult human beings and adult migramiuggling (not criminalized);
. Sexual exploitation of adults (misdemeanor);

. lllicit arm trafficking (not criminalized);

. lllicit trafficking in stolen goods and other gooftet criminalized);

. Counterfeiting and piracy of products (misdemegnor

. Environmental crime (misdemeanor under the Enviremiad Crime Act);

. Theft - While the notion of robbery is covered b tvarious forms of larceny with

aggravating circumstances listed above, the natidgheft (larceny outside these
circumstances) is a misdemeanor, not a crime,rilérefore, not covered by the

FIAMLA,;
. Smuggling (misdemeanor);
. Piracy (misdemeanor );
. Insider trading (misdemeanor) and market manipadatnot criminalized).

Threshold Approach for Predicate Offenses (c. 1.4):

112. Under the Mauritius threshold approach, the moaayndering offense under the FIAMLA
applies to all serious offenses (i.e., crime) undgional law, in line with the standard. Mauritius
adopted a list approach under the DDA.Criteriathetefore, does not apply to the DDA.

Extraterritorially Committed Predicate Offenses (t.5):

113. Predicate offenses for money laundering extendtivities carried out and acts or omissions
which occurred outside Mauritius which would haeastituted a crime had they been carried out in
Mauritius (Section 2 of FIAMLA, definition of cringesubsection b). The previous AML-specific

Act, the ECAMLA, contained a similar provision aod at least one occasion, the Intermediate Court
of Mauritius found the defendants guilty of laundgrthe proceeds of a crime which had been
committed abroad.

114. Section 29 of the DDA sanctions anyone who “in place outside Mauritius, does any act
preparatory to or in furtherance of the commissioRlauritius of’ an offense against the Act.
Section 30 further sanctions any person who “pregtine importation or exportation of any
dangerous drugs.” The Mauritian authorities therefetain their jurisdiction over money laundering
offenses when the predicate offense has beendanranother country. According to the authorities,
many such cases have been brought before the Sei@eunrt, but their outcome was not shared with
the mission. The assessors were nevertheless oedlcirat, since a prior conviction for the predicat

9 Case No. 847/02.
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offense is a condition for money laundering chatgdse brought before the court, the fact that the
predicate occurred in another country could cautstian additional hurdle that the prosecution may
only overcome if the foreign courts have succebsfried the author of the predicate offense and if
the international cooperation mechanisms are éftect

Laundering One’s Own lllicit Funds (c. 1.6):

115. A conviction for both the money laundering offelas®l the predicate crime (self-laundering)
is specifically made possible under Section 6(ZhefFIAMLA: “A person may, upon single
information or upon separate information, be changégh and convicted of both the money
laundering offense and the offense which genetttig@roceeds alleged to have been laundered”.

116. The money laundering offense under Section 39 Dp@lies to “every person” who
unlawfully engages in the activities listed, anddminction is made between the author of the
predicate offense and the launderer. This wouldssigthat “every person” includes the author of the
asset-generating offense and that a convictiobddr offenses is possible under the DDA. This view
was shared by the prosecution and, in one caséngebefore the court at the time of the assessment
mission, a person who had previously been conviittiedn offense under the DDA was being
prosecuted for laundering the proceeds of thaterim

Ancillary Offenses (c. 1.7):

117. The money laundering offenses under both actsrdrareed by a number of dispositions of
the Criminal Code (and the FIAMLA) which criminadizarious forms of participation in the crime.
The authors of the activities listed below are aered as accomplices and punishable by the same
offense as the money launderer (Section 37 of tirei@al Code and 45 of the Interpretation and
General Clauses Act (IGCA) of 1974 ):

(a) Attempt — any person who attempts to commibféense is liable to the penalty provided
for the completed offense (Section 45 of the IGCA);

(b) Conspiracy — under section 4 FIAMLA, any persdro agrees with one or more other
persons to commit a money laundering offense deatkfinder Section 3(1), and (2) shall
commit an offense; in the case of conspiracy toradrthe money laundering (or predicate
offenses) under the DDA, the general provisionext®n 109 of the Criminal code
(Supplementary part) apply. Section 109 in paréicprovides that any person who agrees
with one or more other persons to do an act widamlawful, wrongful or harmful to
another person, or to use unlawful means in theyicarout of an object not otherwise
unlawful, shall commit an offense and shall, onwciion be liable to penal servitude for a
term not exceeding 5 years and to a fine not exugeld,000 Rupees.

(c) Aiding and abetting, and facilitating - Secti®® of the Criminal code provides that any
person who knowingly aids and abets the authongfcaime or misdemeanor in the means
of preparing, facilitating, or perpetrating thencei or misdemeanor, shall be deemed an
accomplice, even in cases where the crime whichtlesbject of the conspirators or
instigators has not been committed. The CriminaleCalso explicitly provides that the
sanctions envisaged for the main offense also apmygcomplices (Section 37). The same
applies for anyone who, by gift, promise or abusaubhority or power, machination or
culpable artifice instigates, or gives any instiactor, the commission of a crime or



38

misdemeanor shall be punished as an accompli¢eiarime or misdemeanor, as well as to
any person who procures arms, instruments, or #rgr means used in the commission of a
crime or misdemeanor, knowing that they were tedeased (Section 37(1) and (2) of the
Criminal Code). Harboring offenders is also an ke (Section 39 of the Criminal Code).

(e) Counseling — although not specifically mentwbirethe FIAMLA or the Criminal Code,
counseling is covered by the notions of aiding aibeltting mentioned above.

Additional Element—If an act overseas which do cmistitute an offense overseas, but would be a
predicate offense if occurred domestically, leadrimffense of ML (c. 1.8):

118. Although neither the FIAMLA, nor the DDA, nor thei@inal Code make provision to this
effect, the authorities are of the view that whiee proceeds of a crime are derived from the canduc
that occurred in another country, which is not #arse in that country but which would have
constituted a predicate offense had it occurrddanritius, it would constitute a money laundering
offense in Mauritius if the elements of this offerigve been committed in Mauritius.

Liability of Natural Persons (c. 2.1) and The Meritglement of the ML Offense (c. 2.2):

119. The money laundering offense under FIAMLA requirgent and therefore applies to
anyone who knowingly engages in a transactionitivalves tainted property or receives, is in
possession of, or engages in any of the actiisesd, where he suspects or has reasonable grounds
for suspecting that the property is derived froomime. Intent is not defined but the authorities
indicated that it refers to the traditional concepbtknowledge” where the accused is aware of the
criminal nature of his conduct and of the resuit it could reasonably cause. It does not extend t
reckless (dolus eventualis), but nor should thiesearily be the case under the standard. As for
determining the intent, the suspicion that the prypwas the proceeds of a crime or the reasonable
grounds for suspecting that it was the proceedsiie, Section 6(3) of FIAMLA explicitly allows

the judges to infer the intentional element of ke offense from objective factual circumstances.
After the mission, case law was provided to shaat fidges have inferred intent from objective
factual circumstances (The State v. Susan Dal@)7), The State v. Ann Wills Kayiwa (2008).)

120. Intentis also required under the DDA: the monembering offense of Section 39 applies to
any person who engaged in any of the activitigedi&knowing that the goods or resources were the
proceeds of crime. Although this is not specifiedhe DDA as it is in the FIAMLA, the authorities
indicated that inference from objective factuatamstances also applies to the money laundering
offense under the DDA, as in any proceedings fgrather type of crime, pursuant to long standing
judicial practice in Mauritius. It seems that tlues of evidence in criminal procedures follow the
principle of “conviction in time” (free moral judgent) adopted from French law. It would, therefore,
also appear that the judge may draw inferences e toffender’'s knowledge or intent from
objective facts or factual circumstances.

121. With the enactment of the FIAMLA (and its predecgsthe ECAMLA) and the inclusion of
“suspicion or reasonable grounds to suspect tlegptbperty was derived from crime, the authorities
opted for an approach which is lighter on the pratien with the adoption of a standard of proof
which is considerably easier to reach. Under th&Dibe standard is higher, with the prosecution
having to prove that the defendant engaged indtsliated under Section 39 “knowing” that he or
she was dealing with tainted property. The reagamihe differentiation in the requirements and the
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standard of proof are unclear. The DDA was amemeda number of occasions over the last years
but none of these amendments brought Section 39 iDDiAe with Section 6 of the FIAMLA.

Liability of Legal Persons (c. 2.3):

122. Both the FIAMLA and DDA refer to the “person” whommits the offense. Pursuant to
Section 2 of the IGCA, “person” also applies to amdudes a group of persons, whether corporate or
incorporate. The IGCA applies both to civil andhanal proceedings and legal persons may,
therefore, be held criminally liable for havingromally engaged in activities in violation of the
Criminal laws, including the FIAMLA and DDA.

Liability of Legal Persons should not preclude pdse parallel criminal, civil, or administrative
proceedings & c. 2.4):

123. According to the authorities, parallel civil or aithistrative sanctions may apply, where
available (see write up on Recommendation 17 foctians available).

Sanctions for ML (c. 2.5):

124. Under Section 8 FIAMLA, any person who is foundlgudf money laundering is liable to a
fine not exceeding 2 million rupees (circa US$68)nd to penal servitude for a term not exceeding
10 years.

125. Money laundering under the DDA is subject to a file exceeding one million rupees and to
imprisonment for a term not exceeding 20 years.

126. Both sentences are slightly higher than the avesagetions for other economic crimes and
appear to be effective, proportionate, and disseasi
Prosecution of money laundering offenses under ot

127. All money laundering cases are tried before therinediate Court (Section 7 of the
FIAMLA), except drug cases which are lodged betbeSupreme Court and which also include a
count of money laundering under the DDA. The DPiR isharge of the prosecution but, pursuant to
Section 72(5) of the Constitution, he may delegja¢eprosecution to other persons, including officer
“outside” his office, namely, for money laundericases, members of the police force and of the
ICAC.

Statistics:



40

Table 6. Statistics on Money Laundering Investigati

ons Undertaken by the ICAC

(2002 to August 2007)

2002 2003 2004 2005 2006 2007 Total
ICAC cases:
a) Initiated 19 19 27 14 22 42 143
b) Set aside 16 6 10 - 10 21 63
after further
investigation
c¢) Pending 3 13 17 14 12 21 80
Cases
received from
FIU:
a) - 11 29 14 28 20 102
Investigated
b) Set aside - 4 6 - 4 1 15
¢) Pending - 7 23 14 24 19 87
Pending 2 - 2 - 1 - 5
Prosecutions
Convictions - - 1 - 1 1 3

Table 7. Statistics on Money laundering investigati

prosecutions and conviction under former AML law (E

ons conducted by the Police CID,

Total since 2003

Police
investigations

7 (but 4 dropped)

Cases referred
to the ICAC by
the police

2

(no indication as to the year)

Prosecutions 4
Convictions 3
Still pending 1

Table 8. Statistics on money laundering investigati
prosecutions and convictions under DDA

CAMLA) and FIAMLA

ons enquired by the Police (ADSU),

2004 2005 2006 2007 Total
Discontinued 1
Forwardedto | 2 1 1 1
DPP
Prosecuted 1 1 4 3
Struck out or 2 1
dismissed
Sentenced 4 1 4 9
(incl cases
from
previous
years)
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128. The nine sentences pronounced under Section 3@ &@DA range from fines of 25,000
Rupees to imprisonment (for terms up to 18 mordhs)a fine, and to penal servitude (for a period of

3 years) and a fine.

Table 9. ADSU statistics on the number of investigations led
cases under the DDA

into money laundering

2004 2005 2006 Jan.- July 2007
Total number of 8 7 10 4
completed ASDU
investigations
Cases pending in | 2 1 1 1
DPP’s office
Cases pending 1 1 4 3
before the
intermediate court
Struck out 0 2
Discontinued 1 2 1
Convictions 4. 1: 4:

- 2 yrs impris. + - R 25,000 fine + - 12 months

costs costs impris. + costs

- 3 yrs penal serv. - 18 months

+ R 1000 fine + impris. + costs

costs - 2 yrs impris. +

-1 yrimpris. + costs

costs - 18 months

- R 50,000 fine + impris. + costs

costs
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Table 10.ADSU statistics on outstanding ML investigations

YEAR EXHIBITS Court
2002 200,000 USD
2003 sum of R356,575/ IC
2003 sum of R519,500/ suspected to be proceeds of sales Ic
of drugs
2004 0B2122/03 IC
2004 80000 US$ IC
2004 0B2881/03 IC
2004 11000US$ + 4000EUROS + R1500
2004 0B2100/04 IC
2004 5000Euro + 21600 US$
2004 R79000/ + 3445 EUROS - Conn OB3234/04 IC
2004 2 gms + R1500/ IC
2005 R254,000/
2005 18 doses + R10825/ - sold to ADSU Off IC
2005 50815 Euros and 740 Pound sterling
2005 228,065 Euros and 373,500 US$
2005 1.9 m rupees in foreign currencies GPORT
2005 31900 Euros
2005 0OB1422/05 IC
2006 OB 1445/05 IC
2006 OB 1445/05 IC
2006 0OB3233/04 IC
2006 0B3209/05 IC
2006 0OB3862/04 IC
2006 54 frag + articles and sum of R18100/ IC
2006 OB603/06 IC
2006 8,000 euro and Rs 60,000
17 foils cont heroin + 214 aluminium foils + a roll of
2006 tape + sum of R68650/- sus to be proceeds of sale |IC
of drugs
2006 R244000/
2007 44610 euro_+ 19425 sterling, 375 dirhams, + 13250
euro, 255 dirhams
2007 OB1773/07 IC
2007 0B2940/07 IC
2007 0B2931/07
2007 OB1075/07 — R8500/ + 10 Euros




(NB the statistics provided are considerably maited: confidential information
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Table 11. ADSU Statistics on ML Investigations

was removed for the purposes of this report)

Sno|Date Rep |Offence 2nd Offence

1 [22-Jul-02 |POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
2 |05-Nov-02|[MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
3 |05-Nov-02|[MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
4 [26-Mar-03[MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
5 |26-Mar-03[MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
6 [23-Apr-03 [DEALING IN HEROIN MONEY LAUNDERING
7 |15-Sep-03|POSS HEROIN FOR PURPOSE OF DISTRIBUTING [MONEY LAUNDERING
8 [12-Apr-04 MONEY LAUNDERING UNDER FIAM MONEY LAUNDERING
9 [12-Apr-04 MONEY LAUNDERING UNDER FIAM MONEY LAUNDERING
10 |12-Apr-04 [MONEY LAUNDERING UNDER FIAM MONEY LAUNDERING
11 [24-Apr-04 [MONEY LAUNDERING UNDER FIAM MONEY LAUNDERING
12 |06-May-04|POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
13 |07-Jul-04 |POSS GANDIA FOR PURPOSE OF SELLING MONEY LAUNDERING
14 |08-Aug-04|MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
15 |03-Sep-04|POSS HASHISH FOR PURPOSE OF SELLING MONEY LAUNDERING
16 |03-Oct-04 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
17 |03-Oct-04 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
18 |14-Oct-04 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
19 |19-Oct-04 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
20 [19-Oct-04 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
21 |03-Dec-04|POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
22 |27-Dec-04|POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
23 |30-Dec-04POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
24 |08-Mar-05MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
25 |12-May-05|POSS HEROIN FOR PURPOSE OF DISTRIBUTING |MONEY LAUNDERING
26 [12-May-05|POSS HEROIN FOR PURPOSE OF DISTRIBUTING |MONEY LAUNDERING
27 |20-May-05|MONEY LAUNDERING MONEY LAUNDERING
28 |20-May-05|MONEY LAUNDERING MONEY LAUNDERING
29 |20-May-05|MONEY LAUNDERING MONEY LAUNDERING
30 |03-Jun-05 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
31 [17-Jun-05 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
32 |03-Jul-05 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
33 |24-Sep-05POSS GANDIA FOR PURPOSE OF SELLING MONEY LAUNDERING
34 |09-Feb-06 POSS HEROIN FOR PURPOSE OF DISTRIBUTING [MONEY LAUNDERING
35 |11-Feb-06 POSS GANDIA FOR PURPOSE OF SELLING MONEY LAUNDERING
36 [12-Jul-06 |POSS OF DANGEROUS DRUGS (BUPRENORPHINE)MONEY LAUNDERING
37 |03-Oct-06 [MONEY LAUNDERING UNDER DDA MONEY LAUNDERING
38 |12-Mar-07 |POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
39 [19-Mar-07 [MONEY LAUNDERING MONEY LAUNDERING
40 [19-Mar-07 [MONEY LAUNDERING MONEY LAUNDERING
41 [25-Apr-07 [POSS HEROIN FOR PURPOSE OF SELLING MONEY LAUNDERING
42 |03-Jul-07 [POSS HEROIN FOR PURPOSE OF DISTRIBUTING  [MONEY LAUNDERING
43 |04-Jul-07 [POSS GANDIA FOR PURPOSE OF SELLING MONEY LAUNDERING
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Table 12. Statistics provided by the Police

Prosecutions | Convictions | Remarks

OB 4/01
Money 2002 2006 Convicted
Laundering
OB 12/01
Money .

. 2002 2004 Each fined Rs 1M + Rs 500/- cost on 22/9/04
Laundering
I/C Cno 847/02
CF/58/03
Money 21/06/04 Proceeding stayed on 30/06/05
Laundering
FIR/393/03 Warning administered as advised by DPP on
Money 2004

. 09/10/06
Laundering
FIR/40/05
Money _ 20/12/06 10/06/07 Convicted Rs 300,000/- each count + Rs 500/-
Laundering cost
(2 counts)

Implementation:

129. Both money laundering offenses have only been imsadimited number of cases. In
comparison with the number of investigations inédon the basis of the predicate offenses, in
particular drug offenses under the DDA, the nundienvestigations for money laundering appears
rather low. The overall length of time needed toatode the investigation, prosecute, and try money
laundering cases seems relatively long, with soroegedings lasting several years.

130. While most of the drugs-related money launderirgesaare prosecuted and sentenced on the
basis of the DDA, the prosecution authorities infed the mission that in at least one instance, the
money laundering offense was prosecuted underltidIEA even though a prior conviction for the
predicate offense was pronounced under the DDA.cBlse was still pending in the Intermediate
Court at the time of the on-site mission.

131. Prosecutions into the money laundering offenses baen led by senior officers of the
Director of Public Prosecution’s (DPP) office advas by police officers from the Anti-Drug and
Smuggling Unit and members of the ICAC: The Pofioesecuted straightforward money laundering
cases involving small amounts which resulted fromdommission of drug offenses under the DDA.
Larger and more complex cases were prosecutecetsetiior officers of the DPP’s office. Police
officers in charge of the prosecutions under theAhave received specific training on criminal
proceedings. The ICAC led the prosecution in omlg mstance so far but several cases were under
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an ICAC investigation at the time of the assessragadtit was likely that the prosecution would be
conducted by the ICAC staff. The ICAC “prosecutaais® ex-State Law officers who worked at the
DPP’s office and therefore have previous experiém@gosecution.

132. The prosecution of the money laundering offensesutitk DDA is clearly more

cumbersome than under the FIAMLA, because the putsemust establish beyond reasonable
doubts that the accused knew that he or she widiagleath the proceeds of a crime under the DDA,
whereas under the FIAMLA, the prosecution only rsetedestablish that the accused suspected or had
reasonable grounds to suspect that he or she afisgleith tainted property. This led the DPP on at
least one occasion to prosecute the launderinigegbitoceeds of a drug-related offense under the
FIAMLA, instead of the DDA after the conviction ftine predicate offense had been secured under
the DDA. The case was still pending during the ss®sent and it therefore remains to be seen
whether the court agrees to apply the FIAMLA inulggf the DDA.

2.1.2 Recommendations and Comments

133. While both the money laundering offenses are coh@gnsive in many respects, they lack the
necessary level of detail to fulfill all the reqemnents under the standard. In order to be effective
both offenses should cover all the material elembsiied in the Vienna and Palermo Conventions,
and the DDA should define resources or goods bydadirder to encompass all aspects of property
listed in the Conventions. The need for prior cotion under the DDA constitutes an additional
obstacle that the prosecution must overcome béfoea secure a conviction for money laundering
under Section 39. Furthermore, the higher stanofapdoof required in the DDA entails that it is
more difficult to establish the money launderinfente under the DDA than under the FIAMLA.
Prosecutions for money laundering under the DDAIkhbe facilitated to the same extent as under
the FIAMLA.

134. With the adoption of the FIAMLA, the authoritiesn$@ clear message as to their intention to
apply the money laundering offense to all seridtesnses under the Mauritian legislation. However,
the underlying criminal laws (including the Crimir@ode) were not amended to guarantee the widest
range of predicate offenses. As a result, sevétthleocategories of offenses which should contitut
predicate offenses to money laundering under dadsird (i.e., the list of designated categories of
offenses in the FATF Glossary) are outside the scdphe FIAMLA, either because they have not
been criminalized in Mauritius or because theyycarlower sanction and constitute misdemeanor
rather than crimes. This is probably the main slwoning of the offense under the FIAMLA because

it narrows the scope of Section 3 and considerablypers the authorities’ fight against money
laundering (at least domestically).

135. As mentioned above, the notion of fraud is covdrgthe offense of swindling under the
Criminal Code. While this may be sufficient to cdgnwith the standard on this point, some
authorities expressed concern about the fact theeezlement is not a predicate offense to money
laundering. It would, therefore, seem appropriatertsure that the proceeds of embezzlement (in its
simple form) may also fall within the scope of theney laundering offense, in particular when the
amounts involved are high.

136. Section 188 of the Criminal Code (association ofefia@tors) covers organized crime in a
way which broadly meets the requirements of therfa Convention. However, the authorities do
not make use of it and seem to consider it as tedd&urthermore, it is possible that the discussio
held during the mission as to whether a breacteate is a necessary element of the offense or not
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may arise again and it is unclear whether the savould agree with the view on Section 188
expressed by the representatives from the DPP&lavin enforcement agencies maintain that
domestic organized crime is not of particular conage Mauritius, but the situation with respect to
transnational organized crime involving Mauritissunknown. It would, therefore, seem appropriate
for the authorities to establish the risk of traatgimal organized crime and reconsider Mauritius’
implementation of the Palermo Convention.

137. Itis unclear whether any legal action (includiraggdlel sanctions) has been (or should have
been) brought against legal persons. It was, therehot possible to assess the effectivenessof th
Mauritian framework on this particular element.

138. Whilst the authorities maintain that the notiorfr@éisources and goods” under the DDA
should be interpreted broadly, it would prove ukdbr the sake of clarity, to specify this in ttext
of the DDA, for example by giving a definition afgsources and goods” in line with the standard.

139. Overall, it is unclear why there have been so fevestigations, prosecutions, and
convictions for money laundering over the last gedvhile the exact extent of the money laundering
phenomenon in Mauritius (and in other countriesjasknown, the crime statistics provided by the
police and the ICAC give an indication as to thenbar of asset-generating offenses that take place
in Mauritius (see annex 4) and, to a certain exfgnalvide some indication as to the level of money
laundering that may occur in Mauritius. One cowgext the number of investigations, prosecutions,
and convictions for money laundering under bothR#A&MLA and the DDA to be higher. It also
seems that the relevant authorities need furtharitrg on the specificities of the money laundering
offense and on the Mauritius AML/ CFT frameworkairder to be able to investigate, prosecute, and
sentence money laundering cases effectively.

140. In light of the above, it is recommended that ththarities ascertain why the number of
investigations into money laundering, in particuath respect to laundering the proceeds of
corruption and DDA offenses, is so low.

141. Itis further recommended that they take measures t

. Ensure that all the material elements of the mdaeydering offense listed in the Vienna and
Palermo Conventions are covered by including theeealment or disguise of “true nature,
source, location, disposition, movement or owngrsifior rights with respect to proceeds;”

. Ensure that the crime of money laundering apphitserious crimes and that the following
acts and activities constitute predicate offenseadney laundering: trafficking in adult
human beings and adult migrant smuggling; sexuyaloation of adults; illicit arm
trafficking; illicit trafficking in stolen goods ahother goods; counterfeiting and piracy of
products; environmental crime; theft; piracy; smlugy insider trading and market
manipulation;

. Although the notion of “fraud” under the standascdequately covered under Mauritian law
by the swindling crime, it is recommended thatabéorities also include embezzlement as a
predicate offense for money laundering at leastreviteconstitutes a serious offense due to
the large amounts of funds involved;
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. Ensure that Section 188 of the Criminal Code idieg@ms and when appropriate and
reconsider the implementation of the Palermo Cotieen

. For the sake of clarity, amend the text of the D&l explicitly specify that the property
covered by the money laundering offense under DA Povers all assets of every kind,
whether corporeal or incorporeal, moveable or imeadle, tangible or intangible, and legal
documents or instruments evidencing title to, ¢erest in such assets;

. Ensure that conviction for money laundering untierDDA may also be secured in the
absence of prior conviction for the predicate asi=n

. Consider lowering the level of proof required untrer DDA in order to bring it in line with
the FIAMLA and ensure that prosecutions under tBARre not rendered unnecessarily
cumbersome; and

. Ensure that all authorities involved in the invgation, prosecution, and trial of money
laundering cases are fully educated and trainati@specificities of the offense.

2.1.3 Compliance with Recommendations 1 & 2

Rating Summary of factors underlying rating

R.1 pC . Some of the relevant requirements of the Vienna and Palermo
Conventions have not been implemented in the FIAMLA nor in the DDA
(concealment and disguise of the “true nature, source, location,
disposition, movement or ownership of, or rights with respect to
proceeds”);

o 8 out the 20 categories of designated offenses are not predicate
offenses in Mauritius: Trafficking in adult human beings and adult
migrant smuggling; Sexual exploitation; Illicit arm trafficking; lllicit
trafficking in stolen goods and other goods; Counterfeiting and piracy of
products; Environmental crime; Theft; Piracy; Smuggling; Insider trading
and market manipulation;

o A conviction for the ML offense under the DDA requires prior
conviction for the predicate;
o Lack of effective implementation.
R.2 LC ° Effective implementation was not established.

2.2 Criminalization of Terrorist Financing (SR.II)
2.2.1 Description and Analysis
Legal Framework:

142. Mauritius ratified the International Convention the Suppression of the Financing of
terrorism on December 14, 2004 and ratified or deddo 9 of the other relevant UN Conventidns

1% Convention on Offences and Certain Acts Committedoard Aircraft (ratification on April 5, 1983 dn
enactment of the Civil (Hijacking and Other Offearéct 1985); Convention for the Suppression ofdwill
Seizure of Aircraft (ratification on April 25, 19&hd enactment of the Civil (Hijacking and Othefddtes)
Act 1985); Convention for the Suppression of Unlalwicts against the Safety of Civil Aviation (ratiition
on April 25, 1983 and enactment of the Civil (Hiagy and Other Offences) Act 1985); Convention lom t
Prevention and Punishment of Crimes against Intienmally Protected Persons, including Diplomaticefts
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and protocols. At the time of the assessment, $t eemsidering acceding to the Convention on the
Physical Protection of Nuclear Material of MarcHL980 and to the Convention on the Marking of
Plastic Explosives for the Purpose of DetectioMafch 1, 1991. It has signed and was considering
ratifying the International Convention for the Seggsion of Acts of Nuclear Terrorism.

143. The Republic of Mauritius enacted several piecdegitlation over the last years to fight
against terrorism and its financing:

. Prevention of Terrorism Act (POTA) was enacted®2 mainly with a view to criminalize
terrorist acts and to provide the relevant auttesritvith the necessary powers to fight against
terrorism;

. It was subsequently enhanced with the adoptioth&yrime Minister, of Regulations

No. 14 and No. 36 of 2003, generally referred tthasPrevention of Terrorism (Special
Measures) Regulations; and

. The Convention for the Suppression of the Finanoingerrorism Act (CSFT Act) was
passed in 2003. Section 2 provides that, subjdttet@ct, the 1999 International Convention
for the Suppression of the Financing of Terrorisvhi¢h is annexed to the Act) has force of
law in Mauritius.

Criminalization of Financing of Terrorism (c. 11.1)
Crit. 1.1 a)

144. Section 4 of the CSFT Act establishes the terréinsincing offense in the following terms:
“Any person who, by any means whatsoever willfahyd unlawfully, directly or indirectly,
provides or collects funds with the intention opkhedge that it will be used, or having
reasonable grounds to believe that they will usetyll or in part, to commits in Mauritius or
abroad:

(a) an offense in breach of an enactment spediii¢ie [Second] schedutépr

(b) an act of terrorism.

commits an offense.”

(accession on September 24, 2003, partly implerdaghteugh the enactment of the POTA); Internationa
Convention against the Taking of Hostages (ratificaon October 17, 1980 and enactment of Sectbafthe
POTA, except for Art. 5(1)(b)(c) of the ConventipRyotocol on the Suppression of Unlawful Acts aélence
at Airports Serving International Civil Aviationgfification on August 17, 1989 and enactment ofRbgised
Civil Aviation Regulation); Convention for the Suggsion of Unlawful Acts against the Safety of Mare
Navigation (accession in August 2004 and adoptich@POTA); Protocol for the Suppression of Unlawf
Acts against the Safety of Fixed Platforms Locatrdhe Continental Shelf (accession in August 2802
enactment of the POTA); International Conventiontfe Suppression of Terrorist Bombings (accession
January 24, 2003 and enactment of the POTA).

M The text of section 4 (a) erroneously refers @Third Schedule. There are however only two sclesgthe
second of which refers to Section 4 of the Act.
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145. The Second Schedule of the CSFT Act refers to tiséalge-taking offense of Section 12 of
the POTA and various forms of attacks against ewviation. “Acts of terrorism” are criminalized
under Section 3 of the POTA and mean any act which:
(a) may seriously damage a country or an internatiorganization; and
(b) is intended or can reasonably be regardeddasdbeen intended to:

® seriously intimidate a population;

(i) unduly compel a government or an internatiaganization to perform or
abstain from performing any act;

(iii) seriously destabilize or destroy the fundamaé political, constitutional,
economic or social structures of a country or aerirational organization; or

(iv) otherwise influence such government, or inational organization; and
involves or causes,

as the case may be:
)] attacks upon a person’s life which may causatia;
(i) attacks upon the physical integrity of a pers
(iii) kidnapping a person;
(iv) extensive destruction to a government or blipdacility, transport system,
an infrastructure facility, including an informatieystem, a fixed platform located
on the continental shelf, a public place or a gayaoperty, likely to endanger
human life or result in major economic loss;
(v) the seizure of an aircraft, a ship or otheanseof public or goods transport;
(vi) the manufacture, possession, acquisitiomsypart, supply or use of
weapons, explosives or of nuclear, biological @mltal weapons, as well as

research into, and development of, biological amehacal weapons;

(vii)  the release of dangerous substances, oirgqo$fires, explosions or floods,
the effect of which is to endanger human life; and

(viii) interference with or disruption of the sugpf water, power or any other
fundamental natural resource, the effect of whictoiendanger life.”

146. As defined above, the notion of “acts of terrorismvery broad. Mauritius nevertheless falls
short of the standard on this point, and in paldicaf the definition of “terrorist acts” provided the
FATF Glossary, because it has not ratified allrdlevant UN Conventions and Protocols and
criminalized all the acts that they cover.
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147. Under Section 4 of the POTA, it is an offense foyane to belong to, or even profess to
belong to a “proscribed organizations.” The quedifion as to what constitutes a “proscribed
organization” lies with the Judge in Chamber: where or more persons associate for the purpose of
(a) participating or collaborating in an act ofrtegism; (b) promoting, encouraging, or exhorting
others to commit an act of terrorism; or (c) settip or pursuing acts of terrorism, the Judge roay,

an application made by the Commissioner of thecpolileclare the entity to be a proscribed
organization. This definition is in line with thefihition of terrorist organizations provided ireth
standard.

In addition to the general provision of Section8RT Act (mentioned above) which
criminalizes the collection of provision of funasftnance terrorism, Section 6 of the POTA
criminalizes the “provision of, or making availabfaancial or other related services to a
“proscribed organizations.”

148. Although broad in its scope, the terrorist finagcoifense fails to comply fully with the
standard because the provision of funds to aneéaain of funds for individual terrorists is not
criminalized when no act of terror in particulashzeen identified.

Crit. 11.1 b)

149. Section 2 of the CSFT Act replicates the ICSFT Bnil®on of funds and covers assets of
every kind, whether tangible or intangible, moveatnl immovable, however acquired and includes
legal documents or instruments in any form, inahgdelectronic or digital, evidencing title to, or
interest in, such assets, including but not limitwdank credits, travelers’ cheques, bank cheques
money orders, shares, securities, bonds and leftersdit.

Crit. 1.1 ¢)

150. The CSFT Act explicitly provides that for an actcanstitute the financing of terrorism
offense, it is not necessary that the funds wetallg used to carry out the act of terrorism
(Section 4(2)). However, neither the Act nor th&KT which is attached make provision for the
application of the offense in circumstances wheeegd is no proven link with a specific terrorist.ac

Crit. I1.1 d)

151. The attempt to commit the offense of terrorist ficiag is criminalized under the general
provision of Section 45 IGCA and carries the saarecgon as the terrorist financing offense.
Crit. 1.1 e)

152. ltis also an offense to participate in the tesfinancing crime, to organize or direct others
to commit the crime and to contribute to the criinegpplication of the general provisions of
Sections 37 and 28 of the Criminal Code.
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Predicate Offense for Money Laundering (c. 11.2):

153. Terrorist financing constitutes a crime under Maamilaw and is, therefore, a predicate
offense to the money laundering offense under tAMEA.

Jurisdiction for Terrorist Financing Offense (c. II3):

154. The terrorist financing offense under Section #hef CSFT Act applies regardless of whether
the terrorist act was committed or would have bemnmitted in Mauritius or in another country.
Under Section 7(h) of the CSFT Act, Mauritius Csurawve jurisdiction to try the offenses under the
Act where the offense is committed by a person ighafter the commission of the act, in Mauritius,
regardless of whether the offense was committelinvdr outside Mauritius, and that person cannot
be extradited to a foreign state having jurisdiciower the offense.

The Mental Element of the TF Offense (applying c22n R.2), Liability of Legal Persons
(applying c. 2.3 & c. 2.4 in R.2) and Sanctions féil (applying c. 2.5 in R.2):

155. According to the authorities, under the generaigiple of the free evaluation of evidence in
Mauritius, for proceedings into terrorist financifas for any other type of crime) the judge maginf
the intent from objective factual circumstancesprged before him or her. The terrorist financing
offense under the CSFT Act refers to “any persohithy, pursuant to section 2 of the IGCA, may
include legal persons as well as natural persons.

156. According to the authorities, parallel actions possible where available (see write up under
Recommendation 17 for available sanctions).

157. Terrorist financing is punishable by penal sentdiok a term of not less than 3 years
(Section 4(3) of the CSFT Act). In addition, theu@tanay order the forfeiture of the funds which
were used or intended to be used for or in conmeetith the offense, or which constitute the
proceeds of the offense (Section 4(4) of the sat)e a

Implementation and Statistics:

158. There have been no cases of terrorist financingsiigated in Mauritius so far and the law
enforcement authorities informed the assessorsith&drrorist activities (including funding) have
been identified.

2.2.2 Recommendations and Comments

159. The terrorism financing offense under Mauritian iavaroadly in line with the standard. It
covers in particular all the funds defined under BSFT. It nevertheless suffers from a few
shortcomings that may hamper the authorities’ fagdinst terrorist financing.

160. Itis, therefore, recommended that the authorth&s action to:

. Ratify and implement the Convention on the Phydrratection of Nuclear Material of
March 3, 1980, the Convention on the Marking osSEtaExplosives for the Purpose of
Detection of March 1, 1991, and the Internationahntion for the Suppression of Acts of
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Nuclear Terrorism.
. Ensure that the terrorist financing offense alggliap to the direct or indirect provision or
collections of funds by any means with the unlawftgntion that they be used or in the

knowledge that they are to be used in full or irt pg an individual terrorist; and

. Ensure that the terrorist financing offense dodgequire that the funds be linked to a
specific terrorist act.

2.2.3 Compliance with Special Recommendation Il

Rating | Summary of factors underlying rating

SR.II | LC . The terrorist financing offense is broad, however:
. Not all the relevant UN Conventions have beenieatind fully
implemented in Mauritius;
o The TF offense does not cover funding of individigaiorists;
. A link with the specific terrorist act seems neegggo apply the
TF offense;
. Overall effectiveness was not established.

2.3 Confiscation, freezing, and seizing of proceeds ofime (R.3)
2.3.1 Description and Analysis

161. As ageneral rule, forfeiture and confiscation Kibtgrms are used inter-changeably) are
conviction-based and are considered both as a dagppenalty and as a measure of security. They
are mandatory under the DDA but not under the POG@vile the Court must order the forfeiture of
the property which was found to be the proceedstawful dealings in dangerous drugs, it has
discretionary powers in all other money laundedages as to whether to order the removal of the
funds and other assets or not, as well as to ttemeaf the confiscation. The Mauritian authorities
took stringent measures, both under the DDA andrtA®ILA, with the reversal of the burden of
proof on the accused person’s possessions. Thegstablished, for the purposes of forfeiture under
the DDA, an independent Drugs Assets Forfeituréac®ffDAFO) which is responsible for

identifying the property subject to forfeiture.

Legal Framework:

Confiscation of Property related to ML, FT or othgaredicate offenses including property of
corresponding value (c. 3.1) and Confiscation ofdperty Derived from Proceeds of Crime (c. 3.1.1
applying c. 3.1):

162. Section 8(2) of the FIAMLA provides that “any propebelonging to, in possession of or
under the control of a person convicted of [a mdaeyndering offense] will be deemed, unless the
contrary is proved, to be derived from a crime, gredCourt may, in addition to any penalty

imposed, order that the property be forfeited.” Tib&on of property under the Act is broad and
covers all types of property, whether moveableronoveable and whether tangible or intangible (see
full definition in the write-up for recommendatidi). According to the authorities, it also covers
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instrumentalities used in or intended for use an¢bmmission of the money laundering offense. The
wording of Section 8(2) and the definition of prdyesupports their views.

163. Additional provisions for forfeiture may be foundthe POCA: Section 82 (4) provides that
where a person is convicted under either the POCQAeFIAMLA, the court may order the
forfeiture of “the property the subject-matter loétoffence” in addition to any penalty imposed.

Crit. 3.1.1 a)

164. Both the FIAMLA and the POCA are silent on the déscdition of property derived from the
proceeds of crime. The authorities were adamanmtetier, that such property, including income,
profits or other benefits from the proceeds of erifialls within the notion of proceeds of crime
because the legislator’s intention was to provitelroadest definition of property.

Crit. 3.1.1 b)

165. The confiscation measures under Section 8(2) oFtA®&LA and 82(4) of the POCA are

very broad as far as the accused person’s projgergncerned and the burden of proof was reversed:
it is incumbent upon the accused person to prostdiécient evidence to convince the Court that all

or parts of the property in his possession ortimra party’s hands and under his control, was of
lawfully origin. Property owned by a third partygwever, may not be forfeited unless the
prosecution is able to prove beyond reasonabletdbabthe third party participated in any way in

the money laundering offense.

166. In short, the property subject to confiscationlishee accused person’s possessions,
regardless of their nature, their source and fhaipose, that have not been proved as legitimate.

167. Where a forfeiture order under Sections 82 of tB€R or 8 (2) of the FIAMLA cannot be
enforced (in particular, where the property carb@tocated, has been transferred to a third party t
avoid forfeiture, is located abroad, has been anltisily diminished in value and rendered worthless
or has been commingled with other property thahoabe divided without difficulty), the Supreme
Court may order the person to pay an amount equhktvalue of the property that would have been
forfeited (Section 64 of the POCA).

168. The identification of property subject to confisoatunder the DDA is based on a similar
principle as under the FIAMLA, namely, the reversfdhe burden of proof. The procedure for
confiscation is more detailed than the procedudeuthe FIAMLA and is the most frequently used
of all forfeiture procedures in place. It is albe bnly instance where the authorities rely on a
separate office to trace the assets subject tosvaion (the DAFO).

169. When a person is brought before the Court on agehafr money laundering under Section 39
of the DDA, the Court may order (and, accordingh authorities, usually does order) a provisional
ban on the defendant’s assets: when such an arigsuied, the person charged may no longer
dispose of any of his assets, nor make any witharérem any account or deposit at any bank or
other financial institution until the order is réwaal, or until he is acquitted of the money launatgri
offense (Section 45(1) of the DDA). The Court mésparder the defendant to file an affidavit
setting out all his assets and disclosing all bioants and deposits at any bank or other financial
institution. After the issuance of the Court ordbg DPP must publish the order in the Mauritius
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“Gazette” and at least two daily newspapers, aad gotice of the order to all notaries, banks, and
financial institutions in Mauritius (Section 45(@)the DDA).

170. Upon conviction for the money laundering offense, DPP refers the matter for enquiry to
the Commissioner of the DAFO (Section 45(3) DDAIteA full enquiry, the Commissioner
establishes the property subject to confiscatiahraports back to the DPP, who may then apply to
the Supreme Court for an order for the forfeituréhe possessions of the convicted person or any
member of his family (Section 45(7) and (10) DDRjovision was made for a reversal of the burden
of proof: Where the Supreme Court finds that thespasions of the convicted person, or of any
member of his family, or any part thereof are thecpeds of unlawful dealing in dangerous drugs by
the convicted person, the Supreme Court shall dhdeforfeiture of those possessions

(Section 45(10) of the DDA). For the purposes ofditure, the possessions of the convicted person
shall be presumed, unless the contrary is shown agaalance of probabilities, to be the proceeds of
unlawful dealing in drugs (Section 45(11) of the ADUnder the DDA, possessions mean “property,
movable or immovable, including any cash in a bactount or bank deposit whether in a person’s
own name or fictitious name” (Section 2 of the DDA)

171. Instrumentalities used in or intended for use en¢bmmission of the money laundering
offense or the predicate offense are not spedyicaéntioned as being part of the “possessionsé Th
authorities maintain that the notion of “possessiomer Section 2 of the Act should be interpreted
broadly and thus cover instrumentalities but thieyrit provide any case law that would support
their interpretation of the law. While a broad mpietation of the law could cover instrumentalities
that are in the convicted person’s (or his famjlyjessession, it would not cover instrumentalities
another person’s hands. The assessors were, ttegrefahe view that it has not been establishad th
all instrumentalities would indeed be part of thepgerty that may be confiscated.

3.1.1.a) and b)

172. The law does not specify whether property derivechfthe proceeds of crime, including
income, profits or other benefits, may be subjeadnfiscation. According to the authorities, any
income, profit or other benefit derived from prodge®f crime would be subject to confiscation
insofar as they are considered as proceeds of cbhuteno case law was provided to make this point.

173. As mentioned above, the property subject to coafisn goes beyond the convicted person’s
possessions and includes the possessions of theereof his family unless it was proven that they
are not the proceeds of crime (Section 45(10) @iBA). However, the Act does not specify
whether property held by third parties other tramify members may be confiscated.

174. The forfeiture of all terrorist property is madespitle under Section 6 of the CSFT Act. This
applies to property which:

(a) has been, is being, or is likely to be usedafor act of terrorism or by a proscribed
organization;

(b) is the proceeds of an act of terrorism; or

(c) is gathered for the pursuit of, or in connectiath, an act of terrorism (Section 2 CSFT
Act and Section 2 POTA).
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175. Section 4(4) of the CSFT Act enables the courtieefdhich a person is convicted of terrorist
financing to order the forfeiture of funds which:

(a) were, or intended to be, used for, or in cotineavith, the offense;
(b) constitute the proceeds of the offense.

176. Funds are defined under the Act as:
(a) assets of every kind, whether tangible or igitale, movable or immovable, however
acquired; and

(b) includes legal documents or instruments infany, including electronic or digital,
evidencing title to, or interest in, such assetsluding, but not limited to, bank credits,
travelers’ cheques, bank cheques, money ordenesstsecurities, bonds, drafts and letters of
credit (Section 2).

177. The POTA, which mainly deals with terrorism anddaeist acts rather than terrorist
financing, also enables the court to order theefarfe of any terrorist cash, with accrued intecgst
terrorist property (Section 32(2)).

178. No provision is made for the confiscation of prapeaf corresponding value under the
relevant acts.

3.1.1 a) and b)

179. As mentioned above, forfeiture of the property dedifrom the proceeds of a terrorist act is
made possible under Section 4(4) of the CFST Awtrd are no similar provisions that would apply
to property derived from the proceeds of terrdiisincing.

180. No distinction is made with respect to the perstwo wwns the property subject to forfeiture.
This would imply that all property described abowejuding that owned by a third party, may be
forfeited.

Provisional Measures to Prevent Dealing in Propesgybject to Confiscation (c. 3.2):

181. The POCA provides for the measures that may bentiikeecure the property subject to
confiscation during the various phases of an ingason led by the ICAC. Measures that may be
taken by the police during its own investigationaducted under the FIAMLA are mentioned in the
Police Act.

182. Where there are reasonable grounds to suspe@ pgaason has committed an offense under
the FIAMLA (or the POCA), the Judge in Chambers maayapplication by the ICAC, issue an
attachment order. The order attaches in the hantie @erson named in the order (whether that
person is himself the suspect or not) all monegtber property due or owing or belonging to or held
on behalf of the suspect, and require the lattelettdare the nature and source of all money omrothe
property attached. The order also prohibits thegefrom transferring, pledging, or otherwise
disposing of the money and property attached. \"eh an order is made, the ICAC publishes the
order in the next issue of the Mauritius “Gazetiatl at least two daily newspapers, and gives notice
of the order to all notaries, banks, financialiiibns, cash dealers and any other person who may
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hold or be vested with the property belonging thi@lid on behalf of the suspect (Section 56 of the
POCA). Unless revoked by the Judge, the attachoreler remains in force for 60 days. It may be
renewed for successive periods of 60 days if thigdis satisfied that the ICAC has obtained or is
likely to obtain substantial new information retegjito the offense (Section 57(2) and (3) of the
POCA). In practice, such attachment orders hava lsseied in a number of proceedings and some
have remained in force for several years.

183. Section 58 of the POCA further enables the autiesrto seize moveable property which is
the subject-matter of or relates to the offense.

184. Where a person is charged, or is about to be ctiavgh a money laundering offense (or a
corruption offense), the Supreme Court may, oniegibn by the DPP, order the attachment of all
moneys and other property due or owing or belongpry held on behalf of the accused, as well as
prohibit the accused or any other person from fearing, pledging, or otherwise disposing of any
money or any property attached (Section 62 of BER). Upon issuance of the order under
Section 62, the DPP has to communicate the coafehe order: he must cause notice of the order to
be published in the next issue of the MauritiusZ&te” and in at least two daily newspapers
published in Mauritius. He must also give noticetaf order to all notaries, banks, financial
institutions and cash dealers, and any other paxtonmay hold or be vested with the property
belonging to or held on behalf of the accused {8e&2(5) of the POCA). The law explicitly
specifies that any payment, transfer, pledge aradisposition of property made in contravention of
a freezing order shall be void (Section 62(8) ef BHDCA).

185. Finally, the police may, in the course of its owmastigation under the FIAMLA, or on
request from the ICAC, seize the property subjecioinfiscation in application of the general powers
provided under Section 14 of the Police Act.

186. For the purposes of clarification, it is worth mentng Section 52 of the POCA, because it
gave rise to some confusion in practice: PursuaBettion 52 of the POCA, the ICAC may, where it
has reasonable grounds to believe that there ispecified premises or in any place of business,
evidence which may assist in its investigationjésa warrant authorizing its officers to enter and
search the premises and “remove” therefrom “anyidwmnt or material which may provide evidence
relevant to an investigation” conducted by ICACeTurpose of this section is to enable the ICAC to
undertake certain investigative measures withainged to apply for a court order. While the
purpose is clear, the wording is not and Sectiois %@precise on two counts: firstly, it suggesiatt

the ICAC may search any premises and place of bssiThis is not entirely accurate since the
ICAC (like the police), needs to apply for a coomdler to search the premises of a bank and obtain
disclosure of banking records (see Recommenda8prSacondly, the inclusion of the term
“material” in the list of objects that the ICAC magize, could suggest that the ICAC is empowered
to seize proceeds of crime that it may identifyigithe search. The authorities explained thatishis
not the case, and that the proceeds of crime disedwduring an ICAC search may only be seized by
the police in application of Section 14 of the PelAct, or attached following the procedure
mentioned below. To sum up, while the ICAC mayit®bn accord, search premises and businesses
other than banks and seize any documents whichserag as evidence for the purposes of the
investigation, it may not enter and search bankmges without applying for a court order, nor dan i
seize the proceeds of crime without the assistahtiee police.

187. The provisional measures which may be taken undetich 45 of the DDA (order to the
convicted person not to dispose of any of his agsallication and notification of the order to
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notaries, banks and financial institutions) arecdbed under 3.1 above. The DDA also enables the
police and the customs to seize and detain anyrialatequipment, devices, or other movables fit and
intended for use in the commission of the offessetfon 51(2) DDA).

188. Where there are reasonable grounds to believethtbg is any place, building, vessel, or any
other property in respect of which a forfeiturearciay be made, the Judge in Chambers may issue a
restraint order prohibiting any person from dispgsof that property, or otherwise dealing with any
interest in that property, other than as may beiipd in that order. The application for the order

made by the Commissioner of the Police. The Judmeatso appoint a person to take control of and
manage the whole or part of the property, as veeteguire any person having possession of the
property to give it to the person appointed (Seck(2) CSFT Act). The power to manage or

otherwise deal with the seized property includesecessary, selling perishable goods or rapidly
depreciating property and destroying dangerousagrtg@nd property of little value (Section 5(3)

CSFT Act).

189. The POTA also makes provision for attachment opprty where a person is charged or is
about to be charged with an offense under the 3&ttion 16 enables the judge, upon application
from the Commission of the Police to attach all eymand other property due, owing, or belonging
to, or held on behalf of the suspect. As is the casgler the DDA and the FIAMLA, attachments
order under the POTA are published in the Maurittbazette” and in two daily Mauritian
newspapers and the Commissioner of the Police ginsinotice of the order to all notaries, banks,
other financial institutions and cash dealers,amglother person who may hold or be vested with
property belonging to or held on behalf of the sasp

Ex Parte Application for Provisional Measures (c.3):

190. While itis only a requirement under the CFST Age¢tion 5(1)), the authorities confirmed
that all applications for freezing, seizing, omatiments mentioned above are made ex-parte.

Identification and Tracing of Property subject toddfiscation (c. 3.4):

191. Sections 52, 54, and 55 of the POCA enable the |@Aace tainted property (and to
enforce property tracking and monitoring orderf)ezi on its own accord or with the assistance of a
Judge.

192. Under Section 52, the Commission is empoweredsteeis warrant to enter and search
premises and business places other than bankslleas#/seize and take possession of any book,
document, computer disk or other article” and othtgects (other than the proceeds of crime), which
may assist in its investigation. It may exercisesthpowers without having recourse to the judge.

193. Under Section 54, the ICAC may apply for an oraerdisclosure where it needs, for the
purposes of its investigation, to determine whettrgr property belongs to, is in possession or under
the control of, a person, or where the Commissemreasonable grounds to suspect that a person has
committed, is committing, or is about to commitaifense which the Commission has powers to
investigate.

194. There are two main differences between the measakes under Section 52 and those
ordered under Section 54. The first differencenssalt of Section 64 of the Banking Act: the skarc
and seizing powers granted under Section 52 onglyapith respect to persons and entities other
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than banks. If the information sought is held bghks a court order is necessary due to
confidentiality requirements under the Banking Asctd the ICAC must follow the procedure laid out
under Section 54 of the POCA (see also write ugpuR&commendation 28). The second difference
lies in the enforcement of the measures taken: thelyisclosure order made by the Judge under
Section 54 may be enforced: A Judge in Chambers amagood cause shown by the ICAC that any
person is failing to comply with, is delaying oraherwise obstructing a directive made in
accordance with Section 54, order that the ICA@Gror officer may enter any premises of a bank,
financial institution, cash dealer, or member oélavant profession or occupatiifrsearch the
premises and remove any document, material or ¢tivegs therein for the purpose of executing the
order (Section 55 of the POCA).

195. The DDA enables the Judge in Chambers to grantdhiee a range of powers to investigate
when there are reasonable grounds to suspect thahay laundering offense (or another offense
under the DDA) has been or is likely to be commdifgection 56). He may issue a warrant
authorizing any police officer to:

(@) tap or place under surveillance, for a periotlexceeding 6 months, the telephone
lines used by persons suspected of participationdney laundering (or other) offense;

(b) have access to the computer systems useclsutipect and place them under
surveillance;

(© place a bank account under surveillance whisrsuspected of being used for
operations related to money laundering (or oth#enge; and

(d) have access to all bank, financial, and cororakrecords that may reasonably
concern transactions related to offense.

196. The DDA also enables the Commissioner of the DAWBO(is responsible for identifying all
property subject to confiscation) to require of éwen accord (i.e., without having to apply for aido
order) any person, including banks and other firdmastitutions, the convicted person and members
of his family, to make any disclosure relatinghe possessions of the convicted person

(Section 45(4) DDA). The Banking Act takes the Cassioner’s power into account by stating that
the duty of confidentiality does not apply whenaak is summoned by the Commissioner acting
under Section 45(4) of the DDA to provide evideand any relevant record, book, or document
(Section 64(3)(k)). Failure to comply with the Comaioner’s order may entail a fine and
imprisonment (except where it is the accused perdganis in breach of the order, in which case only
the fine will apply; Sections 42 45(5)(a) and (c)).

197. Section 17 of the POTA enables the Commissionénepolice to trace all relevant property
after application for a court order. If the Comrivser of the Police has reasonable grounds to
suspect that a person has committed, is commitbinig, about to commit an act of terrorism or is in
possession of terrorist property, he may applydadge in Chambers for an order (a) compelling the
suspect to deliver to him any document relevaidéatifying, locating, or quantifying any property

12«Member of relevant profession or occupation” mean accountant, an attorney, a barrister, a chdrte
secretary, a notary, and includes a person cargjirtie business of a casino, a bookmaker, oatisator
under the Gaming Act (Section 2 of the POCA).
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belonging to or in possession of or control of ghatson; (b) requiring a bank or any other finaincia
institution, trustee, cash dealer, or custodiaprtmluce to him all information and deliver to hith a
documents regarding any business transaction ctediby or on behalf of the suspect.

Protection of Bona Fide Third Parties (c. 3.5):

198. The publications in the “Gazette” and the newspapalled for under the POCA, DDA, and
CSFT Act ensure that the public at large, and ntiqadar bona fide third parties, are informed loé t

provisional measures which are being undertakeroétite confiscation orders. Further provisions
were made under the POCA and the POTA to enable fide third parties to uphold their rights in
spite of the measures taken, but they have no algumtvunder the DDA.

199. Section 62 (3) of the POCA enables the Judge, kinga freezing order, to authorize:

(a) the payment of debts incurred in good faitt dne to creditors of the accused,
before the request for the order was made to tHe;DP

(b) the sale, transfer, or disposal of any propeytyhe accused where the Supreme
Court is satisfied that such sale, transfer, goaial is necessary in order to safeguard the
property rights of any other person claiming aerest in the property.

200. These authorizations ensure that the freezing mesisio not prejudice the rights of bona
fide third parties, in line with the requirementdlee Palermo Convention.

201. There are no provisions under the DDA that ensomgesevel of protection of the rights of
bona fide third parties. This shortcoming in theMB of particular significance in light of the fac

that the possessions belonging to the family merabtre convicted person are automatically
considered to be tainted unless their lawful origiastablished by the family members. The
automatic extension of the freezing and confiscat@asures to possessions of the members of the
convicted person’s family is, in itself, in violati of the Palermo Convention, and the automatic
assumption that family members are not bona fidégsashould at the very least be counter-balanced
by appropriate measures that ensure that the riglitsna fide third parties, including family
members, may be upheld.

202. A person who claims an interest in property that l@en forfeited in application of the CSFT
Act and who has been given notice of the ordepdéfture may make an application to the Supreme
Court to vary or set aside an order, no later Btadays after the day on which the forfeiture order
was placed (Section 6(8) CSFT Act). Furthermoré&teeordering the forfeiture of the funds that
were used for, or intended to be used for, or imeation with the terrorist financing offense or
which constitute the proceeds of the terroristriciag offense, the Court must give every person
appearing to have an interest in the funds, anrypty to be heard (Section 4(5) of the CSFT Act).

Power to Void Actions (c. 3.6):

203. The Civil code provides that any contract must halewful purpose. According to the
authorities, the judge may prevent or void any k@mttor other actions where the persons involved
knew or should have known that as a result of¢batract the authorities would be prejudiced in
their ability to recover property subject to confison, on the basis that the contract or action in
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question does not have a lawful purpose. This gépeinciple applies regardless of the laws under
which the provisional measures and the confiscatiere ordered.

Additional Elements (Rec 3) — Provision for a) Casdation of assets from organizations
principally criminal in nature; b) Civil forfeiture; and, ¢) Confiscation of Property which Reverses
Burden of Proof (c. 3.7):

204. Extended confiscation is not a current feature afiktian law. One possible explanation
could be the limited use which is made of Secti®@ af the Criminal Code (association of
malefactors). Confiscation without conviction (tifarfeiture) is not available, but discussionsaon
potential extension of thferfeiture mechanisms are being held. As mentioned aboveritilesu
reversed the burden of proof in forfeiture procedwonducted under the relevant laws. The onus
is, therefore, on the accused person to demonshaitéhe property was acquired through lawful
means.

Implementation and statistics:
205. The statistics provided by the authorities indidate the ADSU (Police) and the ICAC make
regular applications for provisional measures utideDDA and the POCA. Anecdotal evidence

suggests that the amount of assets frozen in apiplicof the DDA at the time of the assessment
reached some 100 million Rupees.

Table 13. Applications made by the ICAC

2002 2003 2004 2005 2006 2007
Attachment | - 3 7 8 6 7
Order
Disclosure - - 7 24 18 36
Order*

*Applicable since 2004 — Banking Act 2004.

206. According to the DAFO, some 15 applications forfédgure under the DDA are pending,
either before the DPP or before the courts.

207. However, while the courts generally give suit te #pplications for attachment, no property
has been successfully forfeited so far. Confisodtias been ordered on one occasion, but was
subsequently challenged (and the case was penefatelthe Court of Appeals at the time of the
assessment). No specific explanation was providéddime of the authorities met expressed concern
with respect to the timing of the attachment measand claimed that such measures are often taken
too late in the procedure and that the assetseding kisposed of in the meantime.

Constitutionality of confiscation measures

208. Some of the defense lawyers met during the orvisieclaimed that the confiscation
measures ordered in application of the FIAMLA wenetheir view, unconstitutional when the
predicate was an offense other than drug-traffgkaorruption, or fraud. They also informed the
mission of their intention to challenge the consianality of a confiscation order based on another
predicate offense. Although the assessors feethieag is no conflict between the Mauritian
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confiscation framework and the Constitution, thepsider the debate raised by the lawyers is
nevertheless worth mentioning because it highligigsdifficulties that the authorities face when
implementing the AML/CFT framework. The current débis the following: The Constitution of
Mauritius provides for the general protection ofspmal property (Section 8) and enumerates a
limited number of exceptions under which the Stats remove a person’s possessions. One of the
exceptions listed relates to measures taken “texbent that the law makes provision for the taking
of possession or acquisition of property (...) laywf penalty for breach of the law or forfeitune i
consequence of a breach of the law or in conseguaite inability of a drug-trafficker or a person
who has enriched himself by fraudulent and/or qarmeans to show that he has acquired the
property by lawful means” (Section 8(1) (4)(a)(iijccording to the defense lawyers, the restrigion
in the Constitution should be interpreted striethd confiscation may only be ordered in application
of the DDA or the FIAMLA when the predicate offerisadrug-trafficking, corruption, or “fraud”

(i.e., under Mauritian law, swindling or embezzle)eThe Constitution, however, is not limited to a
specific type of crime. On the contrary, the ina@uasin Section 8 of “penalty for breach of the law,
forfeiture in consequence of a breach of the lamd af enrichment by “fraudulent means” clearly
broadens the scope of the crimes beyond drug«kadty, corruption, and fraud. This inclusion and
the fact that the FIAMLA explicitly provides for nfiscation enable the authorities to forfeit tathte
property in application of the FIAMLA regardlessth& nature of the predicate offense. This view
was shared by the representatives of the DPP'seoffivhile it does not appear to be a real “threat”
the confiscation framework, the ongoing debate ribetess exemplifies the fact that confiscation in
money laundering cases is a novelty with whichldlag/ers are not familiar.

2.3.2 Recommendations and Comments

209. The confiscation and provisional measures providety the Mauritian laws are flexible

and the property subject to confiscation, althonghfully in line with the standard, is extenside
authorities in charge of these measures (PolickCIMPP, DAFO) are afforded adequate powers to
identify and trace property which may become priypgubject to confiscation. The procedure by
which these measures may be taken ensure suffmidticity after the issuance of the relevant
orders and the reversed burden of proof should ulstddly facilitate the application of forfeiture.

210. However, the timing of the provisional measurdseig to an effective confiscation system
and the fact that some measures may be takenttis laf great concern.

211. The lack of measures under the DDA to en&bl® fide third parties to protect their rights is
also of concern, in particular considering thatréaeersal of the burden of proof applies equallyhi®
offenders and members of his or her family.

212. Possible challenges against confiscation orderscbas a strict interpretation of the
Constitution have the potential to hamper the aitibe’ efforts to remove tainted property from the
hands of criminals.

213. Finally, the fact that no property has been sudogsonfiscated several years after the
relevant laws were passed raises serious doubtstlas effectiveness and the real implementation of
the confiscation framework.

214. In order to bring the Mauritian legal frameworkfudl compliance with the standard, the
authorities are recommended to:
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. Provide for the confiscation of property of corresging value when forfeiture under the
DDA and the POTA when the property subject to gmation under the DDA and the POTA
is not available;

. Ensure that instrumentalities and property derivech the offense may be forfeited;

. Enable confiscation under FIAMLA to take place ewdren the property subject to
confiscation is owned by third parties;

. Enable confiscation under the DDA to take placenenvben the property subject to
confiscation in owned by third parties who are fiaotily members;

. Provide protection for the rights of bona fide thirarties who may be affected by a forfeiture
measure under the DDA and in a way which is coesistith the requirements of the
Palermo Convention;

. For the sake of clarity, amend Section 52 POCA waipect to the premises and business
places that ICAC may search, and the materiall@&€C may seize;

2.3.3 Compliance with Recommendation 3

Rating Summary of factors underlying rating

R.3 pC . No provisions were made in the DDA and the Acts dealing with the
fight against terrorism and terrorist financing for the confiscation of
property of corresponding value;

o Unclear whether instrumentalities and property derived from an
offense may be confiscated;

o No provision was made under the FIAMLA to enable the
confiscation of property owned by third parties;

o No provision was made under the DDA to enable the confiscation

of property owned by third parties who are not family members of the
convicted person;

o There are no measures in the DDA to ensure the protection of the
rights of bona fide third parties;
o Lack of effectiveness (no assets forfeited so far).

2.4  Freezing of funds used for terrorist financing (SRII)
2.4.1 Description and Analysis
Legal Framework:

215. As mentioned under Special Recommendation Il, tguRlic of Mauritius has enacted
several pieces of legislation over the last yeafigght against terrorism and its financing, thesmno
relevant of which are the Prevention of Terrorisot 8f 2002 (POTA) and the Convention for the
Suppression of the Financing of Terrorism Act 0d2QCSFT Act). The Prime Minister also issued
implementing regulations in 2003 (Regulations nbafhd 36 of 2003, the Prevention of Terrorism
(Special Measures) Regulations 2003 and the Prieveatf Terrorism (Special Measures)
(Amendments) Regulations 2003), which provide taenework for freezing measures.
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216. Itis worth mentioning from the outset that, at timee of the assessment mission, no funds in
Mauritius had been linked with terrorism, terrogsbups or terrorist individuals. The legislativeda
regulatory framework had, therefore, never beerlampnted and tested before the courts.

Freezing Assets under S/Res/1267 (c. Ill.1):

217. Section 10(1) and (4) of the POTA provide the ldgdis that enables the Minister to declare
a person or group or entity as a suspected inienadtterrorist or suspected international tertoris
organization. Section 10(1) provides that “the Idiair may declare any person to be a suspected
international terrorist where:

(a) he reasonably suspects that that the person:

)] is or has been concerned in the commissicgpamation, or instigation of
acts of international terrorism;

(i) is a member of, or belongs to, an internagiderrorist group; or
(iii) has links with an international terroristayp; and,
(iv) he reasonably believes that the person iskata national security.

(b) the person is listed as a person involveeirotist acts in any Resolutions of the
UNSC or in any instruments of the Council of thedgpean Union; or

(c) the person is considered as a person involveéeriorists acts by such State or other
organization as the Minister may approve.

218. The Prime Minister may also declare a group torbmternational terrorist group if the
group:

(@) is subject to the control or influence of p&Is outside Mauritius, and the Minister
reasonably suspects that it is concerned in thexéssion, preparation or instigation of acts
of international terrorism; or

(b) is listed as a group or entity involved irrteist acts in any UNSCR or any
instrument of the Council of the European Union; or

(c) is considered as a group or entity involvetkeimorist acts by such competent
authority of such States as the Minister may apgrov

219. Pursuant to Section 10(7) of the POTA, once hatede such a declaration, the Minister
must give notice of it in the Gazette and in sutteomanner as he deems fit. On publication of the
declaration, the BOM or the FSC, as the case magnbst, by notice, direct that any account,
property or funds held by financial institutionsden its regulatory authority on behalf of any lite
terrorist is frozen and that a report be made eadigulator (Regulation 3 of the Prevention of
Terrorism (Special Measures) Regulations 2003).
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220. Section 10(6) of the POTA makes provision for teeeyal framework for freezing measures
and for the Prime Minister to issue implementinguiations (which, as mentioned above, he did in
2003). The freezing envisaged under the POTA caberperson’s or organization’s funds, financial
assets, or other economic resources, includingsfdedved from property, owned or controlled
directly or indirectly by the person of the orgaatian, or by any person acting in his or its bebalf

at his or its direction.

221. The consolidated list of designation made purst@tNSCR 1267 and its updates are sent
to Mauritius through its Ministry of Foreign AffaifMoFA). The MoFA then forwards them to the
Prime Minister’s Office, with copy to Ministry ofiflance (MoF). The Prime Minister’s office in turn
sends the lists and updates to the Commissiortbed?olice, the National Security Service, the
Passport and Immigration Office, Customs and th fihile the MoF sends them to the BOM and
the FSC. This dissemination procedure is not sktviror regulation but is merely the result of the
authorities’ practice.

222. Further dissemination to the private sector diffeosn one regulator to the other:

. The BOM forwards all amendments to the list tofthancial institutions under its purview
via email addressed to the institutions’ compliaofficers. It also sends the full updated
consolidated list where the latest amendmentsighgighted. Ultimately, the lists and
updates are sent to the financial institutions kbetwa few days to up to three weeks after the
UNSC updated the consolidated list. In its commainon, the BOM requests the financial
institutions to report back to the central bankhim one week, whether the persons and
entities mentioned in the updates hold any acceithtthe financial institution, and to seek
the approval of the BOM before executing any regfedransactions in respect of those
persons and entities.

. The FSC initially sent the consolidated list arsdupdates to its licensees, with a request to
review their files against the lists and to infaitme Commission of the result of their review,
but subsequently considered that this was notefésttive and decided instead to include a
link, on its own website, to the UN website. No in@mis made with respect to the freezing
requirements under Regulation 3 of the Preventidrearorism (Special Measures)
Regulations 2003.

223. While the Conventions and the Regulations providgelégal framework for the freezing
measures, in practice, the latter may only be edlafter a bank or another financial institutios ha
identified a designated person among its custormiées freezing mechanism can only be initiated by
the BOM and the FSC upon publication in the Gazstthe Prime Minister’'s declaration
(Regulation 3 of the Prevention of Terrorism (SpeMeasures) Regulations 2003) and Section 10 of
the POTA leaves it to the Prime Minister’'s disaativhether to make a declaration or not (“the
Minister may declare ..."). At the time of the ass®ment, no such declaration has been made. The
authorities informed the mission that it is onlhaifd when one of the designated person’s or esitity’
name appears within one of the institutions, arg ohifiorms the regulator who, in turn, will inform
the Prime Minister’s Office, that the Minister wdutonsider declaring that person or entity as a
terrorist or a terrorist organization.

224. While the freezing measures can only be initiateoinuthe Prime Minister’s declaration, they
may be revoked at any time by either of the regusafRegulation 6).
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225. The recently enacted Financial Services Act pravaie additional option for the FSC by
enabling the latter to apply to the Judge in Chasfmr a freezing order when it has reasonable
grounds to suspect that a financial crime (whiclepading to the authorities, includes terrorism
financing) has been committed. The Act was enadtgihg the assessment team’s on site visit and
the new freezing mechanism had, therefore, not testad.

Freezing Assets under S/Res/1373 (c. Il.2) and &zeng Actions Taken by Other Countries
(c. N.3):

226. The mechanisms described above apply to all retdymi$SCR (Section 10(1) (b) of the
POTA), including UNSCR 1373. The procedure to giffect to designations made pursuant to
UNSCR 1373 and to the actions initiated by anotioentry should, according to the authorities,
therefore be similar as the one applied in impleatton of UNSCR 1267.

227. The situation is, nevertheless, entirely differi@practice because the authorities maintained
that no request had ever been made to Mauritiusiamémes were ever circulated under UNSCR
1373 or as a consequence of another country'sifigeztions.

228. Consequently, no measures have been taken to examdh if appropriate, give effect to
actions initiated under the freezing mechanisnmatluér countries.

229. While it is difficult for the assessment team ttabtish precisely whether this is indeed the
case, considering other countries’ experienceudinl that of other small jurisdictions around the
world, it is possible that no request was everertadMauritius to freeze terrorist funds targeted
under UNSCR 1373 or under another country’s actions

Extension of c. Ill.1-111.3 to funds or assets contlled by designated persons (c. l11.4):

230. Pursuant to Section 10(6) POTA, the Minister makenagulations to provide for the
freezing of any suspect international terrorist' $nternational terrorist group’s funds, financialsets
or other economic resources, including funds ddrivem property, owned or controlled directly or
indirectly, by the terrorist or the terrorist grouyy persons acting on his or its behalf or atohiis
direction.

231. The Prevention of Terrorism (Special measures) Régus of 2003 and their Amendments
further define funds as “assets of any kind, whettiegible or intangible, movable or immovable,
however acquired, and legal documents or instrusniardny form including electronic or digital,
including title to or interest in, such assertsjuding but not limited to, bank credit, travelers
cheques, bank cheques, money orders, shares tescinonds, drafts, letters of credit.”

232. These provisions do not, however, cover the fumdisadher financial assets of those who
finance terrorism.

Communication to the Financial Sector (c. II1.5):

233. As mentioned above in the description of the im@etation of UNSCR 1267, the
designations made by the UNSC 1267 Committee acelated, through the MoFA, to the Prime
Minister’s Office and to the MoF and then to the kenforcement agencies and regulators, before
being passed on to the financial institutions undderpurview of the BOM. Communications from
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the BOM to the financial institutions are slow @akle between a few days to up to three weeks after
updates to the consolidated list. The designatioeso longer communicated to the institutions
under the regulatory control of the FSC other titmaugh a link to the list on the FSC’s websited an
are not circulated at all to the DNFBPs that areregulated.

234. As also mentioned above, under the Regulationsaatign taken with a view to freezing a
terrorist individual or a terrorist organizatioriigids would necessitate prior declaration of thener
Minister and would be published in the Mauritiusz&ée, thus ensuring some form of
communication to the financial sector.

235. The Financial Services Act provides that whereeading order is made in application of
Section 50, the FSC may:

() give notice of the order, (court order), usldse FSC reasonably believes that such
notice is likely to obstruct the conduct of anyastigation under the Act;

(b) give notice of the order to all branches anthe head office of all banks and
branches, investment dealers, cash dealers amti@hanstitutions belonging to or held on
behalf of the suspect (Section 50(2)).

Guidance to Financial Institutions (c. 111.6):

236. In July 2005, the BOM issued Guidance Notes on AMHET for the financial institutions
under its purview. The Guidance Notes bring togetihe texts of the various pieces of legislation
that deal with the fight against terrorism andingncing (POTA, the CSFT Act, and the 2003
Regulations). They also provide some guidance ppe@xding on the designation process and the
BOM'’s powers as follows: “A listed terrorist hasdmedefined in the regulations as an international
terrorist group or a suspected international testoln this respect, the Bank is, on the publmain
the Government Gazette of a declaration by the éNfmister listing those suspected international
terrorists or international terrorist groups, empod to direct by notice that funds and propertyg he
by financial institutions for those listed terrdside frozen and to subsequently refer the matttret
police for investigation.” The Notes do not provaldditional and more practical guidance as to the
financial institutions’ obligations in taking actiaunder the freezing mechanism.

237. During the same month, the FSC issued three Cau@d/kh/CFT, respectively for the
insurance entities, investments business, and reamay companies. The Codes provide general
information on money laundering and terrorist ficiag as well as on the Mauritian legislative
framework, but like the BOM Guidance Notes, dopratvide specific practical guidance on the
obligations with respect to freezing of funds.

238. No guidance at all has been issued to the attenfidtme DNFBPs that are not under the
purview of the BOM or the FSC.

De-Listing Requests and Unfreezing Funds of De-ledtPersons (c. I11.7):

239. There are no procedures in place for considerinligtieg requests or unfreezing the funds or
other assets of de-listed persons. The authornitegioned that pursuant to Regulation 3, the BOM
and the FSC may revoke a freezing directive givethe basis of a declaration by the Prime Minister
that a particular person or organization is a t&storl hey did not, however, specify the procedwye
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which a request for de-listing could be made. Farmrtiore and more importantly, while Regulation 3
could be of some relevance under UNSCR 1373 nivisufficient under UNSCR 1267 whereby any
de-listing procedure would necessarily entail adties other than the regulator, including the
UNSC.

Unfreezing Procedures of Funds of Persons Inadvertlg Affected by Freezing Mechanism
(c. 111.8):

240. Similarly, there are no measures in place to ugfem a timely manner, the funds and other
assets of persons or entities inadvertently aftelbyea freezing mechanism.

Access to frozen funds for expenses and other psgso(c. 111.9):

241. The Prevention of terrorism (Special Measures)(Aaneents) Regulations exclude from the
definition of funds those funds and other finanaisgets or economic resources that are necessary fo
basic expenses (including payments for food, mgegamedical treatment, taxes, etc.) as well as
those necessary for extraordinary expenses. Thldsnthat a decision as to the amount of funds tha
may escape the freezing measure has to be takartimoutset, namely, when the freezing is
ordered. How this would apply in practice is uncléa particular, there is no indication as to how
these amounts would be estimated and by whom.

Review of Freezing Decisions (c. 111.10):

242. The specific procedure that would enable a pers@mtity whose funds and assets have been
frozen to challenge the freezing order is unclear.

Freezing, Seizing and Confiscation in Other Circutasices (applying c. 3.1-3.4 and 3.6 in R.3,
c. 111.11)

243. Provisional and confiscation measures may be takether contexts as described under
Recommendation 3 — Terrorist financing offense.

Protection of Rights of Third Parties (c. 111.12):

244. Measures are in place to provide for the proteadifdmona fide third parties only in the
context of freezing mechanisms initiated underimioal investigation led in Mauritius as described
under Recommendation 3.

Enforcing the Obligations under SR Il (c. 111.13):

245. The only obligation that the financial institutionave had in the context of SRIII at the time
of the assessment was to check the consolidategdiged pursuant to UNSCR 1267 against their list
of customers. However, the monitoring of their ciame with these requirements is unclear.

Additional Element (SR 1ll) - Implementation of Mesures in Best Practices Paper for SR I
(c. 1.14):

246. The measures set out in the FATF Best PracticesrPapSR IIl have not been implemented
in Mauritius.
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Additional Element (SR 1ll) - Implementation of Proedures to Access Frozen Funds (c. I11.15):

247. Provision was made in the Regulations to allowtlierpayment of basic expenses as
described above, but the procedure by which itomaimplemented has not been defined.

2.4.2 Recommendations and Comments

248. The current freezing mechanism suffers from a nurabshortcomings and the assessment
team considered that the overall implementatiothefmeasures provided for under the laws and
regulations was ineffective.

249. The mere fact that the freezing measures under UNBXB7 necessitate a declaration which
the Prime Minister may make at his own discretiefole they can be implemented contravenes the
requirements under UNSCR 1267. So does the Regulatiich enables the regulators to revoke a
freezing order made under USCR 1267. UN membertdesrare afforded no discretion in the
gualification as terrorists of the persons andtiestiisted under UNSCR 1267 and the freezing
mechanism must be able to operate as soon as thelamants to the consolidated list are made. This
entails that all the relevant persons and entitiast be made aware of the amendments as soon as the
latter have been adopted. Communication of the dments should be made to all the relevant parts
of the private sector and not only to the industtader the purview of the BOM. A link to the UN
website on the FSC’s homepage is not sufficiethismrespect. Furthermore, the fact that, in
Mauritius, the amendments to the consolidatedhistsent to the private sector (regulated by the
BOM) several days and up to several weeks aftér dldeption raises concerns because it entails that
the authorities are not in a position to act wita éxpediency required to fight effectively against
terrorism.

250. The authorities do not seem to have given sufftdienught to the procedure that should
apply when requests are made by other countrigsgastder UNSCR 1373 or as a result of their
own freezing mechanisms.

251. Although it has never been applied, the provisi@uefor the payment of basic expenses is
another matter for concern: Considering that thatitun of the freezing measures cannot be specified
from the outset (by the UNSC or else) and thapractice, measures such as those undertaken in
application of UNSCR 1267 may remain in place foresal years before a final decision is taken,
estimating the amount necessary to cover basicsgganvould be close to impossible. Furthermore,
should such an estimate be made, the estimateg@edtially large) amounts of funds would

escape the freezing measures and, consequentlyiranthe disposal of persons and entities who
have been designated as potential, which entirefigads the overarching goal of the freezing
measures.

252. As for the lack of measures taken under UNSCR 1878 response to another country’s
freezing mechanism, while it is difficult for thesessment team to establish precisely whether
Mauritius’s assistance was requested or not, ceriagl other countries’ experience, including thiat o
other small jurisdictions around the world, it ssevaery unlikely that no request was ever made to
freeze terrorist funds under UNSCR 1373 or undethear country’s actions.

253. Overall, the freezing measures adopted in the &wisregulations do not cater for the
situations covered under SR 1ll and lack adequiatequlures.
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The Mauritian authorities are recommended to:

Reconsider the mechanisms set out to implement UNEZG7;

Ensure that all financial institutions under thevpew of the FSC are immediately informed
of all changes to the consolidated list of terttsrinder UNSCR 1267,

Ensure that all persons and entities designatdedédoyN SC 1267 Committee are considered
as terrorists and their funds and other assetsranediately frozen upon identification;

Establish clear mechanisms for the implementatfddNMSCR 1373;

Establish clear mechanisms to examine and, when®ppate, give effect to the actions
initiated under the freezing procedures of othasglictions;

Ensure effective communication of all actions takeder the freezing mechanism to all the
financial sector, including in cases other thandbeulation of the 1267 lists;

Provide adequate guidance to the financial ingtitistand other persons or entities that may
be holding targeted funds or other assets conagthgir obligations under the freezing
mechanisms;

Set out effective procedures for considering dinlisrequest and make the public;

Set out procedures for unfreezing in a timely marnine funds or other assets inadvertently
affected by the freezing measures and make thecpubl

Set out procedures for access to funds in accoedaith UNSCR 1452;
Set out procedures to challenge freezing measures;
Take measures to ensure protection of the rightt®oé fide third parties; and

Ensure effective monitoring of compliance with tiidigations under SR 1.

Compliance with Special Recommendation IlI

Rating Summary of factors underlying rating

SR.III

NC o The procedures in place are not effective and woatcenable the
freezing without delay funds and other assets od@s designated under
UNSCR 1267; Dissemination to the financial instdos may take up to a few
weeks upon amendments of the UNSC consolidated list

o There are no effective procedures in place to &erithout delay terroris
funds or other assets of persons designated ioathiext of UNSCR 1373;

o There are no effective procedures in place to exarand, if appropriate,
give effect to freezing actions initiated by othaisdictions;

o There are no effective systems for communicatinigpas taken under
UNSCR 1373 and actions initiated by other juriddits;

o Lack of clear guidance;

o There are no effective and publicly-known proceddos considering de-
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listing requests;

o There are no effective and publicly-known proceddo unfreezing;

o There are no effective procedures in place to entha protection of the
rights of bona fide third parties;

. No dissemination mechanism under UNSCR 1373;

. Lack of overall effectiveness.

Authorities

2.5 The Financial Intelligence Unit and its functions R.26)
2.5.1 Description and Analysis
Legal Framework:

255.  Section 9 of FIAMLA established the Mauritian Ficél Intelligence Unit (the “FIU”) on
June 19, 2002. The AML Miscellaneous Provisions &d¥ILMP) 2003 amended the original
powers and functions given to the FIU, in particut@nverting the previous role of the External
Review Committee to a Board structure, limiting finevious wide scope of the FIU’s guidance
issuing power to the more specific area of “mamieeporting of STRs,” confirming the Director’s
power to request further information in relatioratoeported STR, and assigning the power to
supervise and enforce AML/CFT compliance in thafficial sector to the designated supervisory
authorities (BOM and FSC). The AMLMP also amenttezllegal framework for FIU’s operating
environment through addressing the issue of confidigy of reporting by banks and establishing an
obligation for the BOM and FSC to report relevamgpscions to the FIU.

256. The FIAMLA Regulations 2003 (FIAMLR) No. 10 alsotharizes the FIU to issue

guidelines for the purposes of the FIAMLA and tegulations. The mission was advised of a legal
opinion from the Solicitor-General that confirmatlhis power to issue guidance extends only to the
manner of STR reporting as set out in section 16{BIAMLA.

257.  The FIU is an administrative style FIU which rees STRs and further information from
the reporting institutions defined in section 140AMLA. ** It performs operational and strategic
analysis, disseminates disclosures of STR relaedsindicating possible ML/TF offenses to
designated investigatory and supervisory autherdigd also disseminates strategic and operational
intelligence to a wider range of authorities defeed, at the Director’s discretion, in accordance
with S21 and 30(2) of FIAMLA?

258. The reporting institutions obliged to report STR8& banks; nonbank financial institutions;
cash dealers (money exchangers); and those desiigmanfinancial businesses and professions
which are currently defined as accountants, atya;nearristers, chartered secretaries, notariek, an
persons carrying on business of a casino, bookmakéwotalisator under the Gambling Regulatory

3 Banks, financial institutions, cash dealers (moseyhangers), or member of a relevant profession or
occupation. S3 defines the latter category to mhelaccountant, attorney-at-law (lawyer), barristegrtered
secretary, notary and persons that carry on a éssiof a casino, bookmaker, or totalisator undeGambling
Regulatory Authority Act (previous to Sept 10, 208 Gaming Act).

14 Section 3.7 provides fuller description and analg$ the STR reporting system.
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Act.*® Trust and Company Service Providers (TCSPs) arered by the FIAMLA reporting
obligation as they fall within the domestic defioit of Management Companies which are licensed
under the Financial Services Act as a financiaitingon.'® The two financial sector supervisors also
provide information to the FIU where their reguigtavork (usually through on site examinations)
identifies possible suspicious transactions regattnML/TF (S22 FIAMLA).

259. The FIU’s analytical process involves an initiahkation phase to grade and rate, and the
subsequent use of appropriate analytical technitusspport or disprove indications of suspicion.
The FIU obtains and uses information from a varadtglosed and open information sources,
including law enforcement and various commercia public authority database holdings and
records. Further information is requested fromritial institutions which make the initial disclosur
or from institutions that the FIU considers may &avconnection to the reported transaction. This is
legally authorized by Section 13(2) of FIAMLA. TRU has an electronic reporting and storage
system for the STRs, although to date, most STRes haen provided on the FIU's paper form.

260. Dissemination under S13(1) is achieved throughrdrotbed process. When the Director
considers that information on any matter shouldibseminated to an investigatory or supervisory
authority, the information is referred to the Baard@he FIU's Board, which under FIAMLA S12
administers the FIU, has a role in providing consemlisseminations of statutory reports, including
proactive disseminations to overseas FlUs. A fudksessment of the respective roles of the Director
of the FIU and the Board is included at R26.6 (apenal autonomy). Cases reports (statutory
reports) where ML is suspected are disseminatéfdA€. Disseminations involving ML are also
disseminated to the Police where there is knowledga active police investigation or where the
suspected underlying offense is drugs related.<Jaselving terrorist financing would be
disseminated to the Police who have the power esygonsibility to investigate such cases. To date
the FIU has received one “FT" related STR.

261. The FIU continues to monitor cases it has dissetmiht the relevant authorities. Any
additional information is disseminated as a furstatutory report. The FIU also provides
Intelligence Reports based on their research aatkgic analysis of STRs and other information
sources to which it has access. Where the FIU bes@ware of any information which may be
relevant to the functions of any supervisory autii@r to an investigation or prosecution being
conducted by an investigatory authority, the Flldgaes on the information to the relevant authorities
under S21 of FIAMLA. The FIU also discloses infotina under S30(2) where it considers that the
disclosure to be necessary in the interests gbiiseention or detection of crime; in connectionhwit
the discharge of any international obligation tdakhMauritius is subject: or pursuant to an order o
a Judge. . The FIU provides information to theaficial sector supervisory authorities (FSC and
BOM) when it becomes aware of any information that be relevant to their regulatory role, for
example, issues of possible noncompliance withrtaqgprequirements or “fit and proper”
considerations.

262. The FIU has a technical department and the AssiBtmector is the Head of the Technical
Department. The Technical Department compriselefinancial Investigative Analysis, Research

!5 The Gambling Regulatory Authority (GRA) Act 2008ptaced the Gaming Act 1973 on September 10, 2007.

® The FSA replaced the Financial Services Developrenmidway during the mission. Reference to FSD
was amended to the FSA.
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& Monitoring, Information Technology & Security ahegal. The Financial Investigative Analysis
Division receives, processes, analyzes, and irgeyguspicious activities relating to money
laundering and terrorist financing. The Informatitechnology & Security Division focuses on the
implementation of IT strategies, control, and s#gwf the information and IT systems. Core staff
operating in the Financial Investigative Analysisgartment includes a Senior Financial Intelligence
Analyst (not filled at the time of mission), thremancial Intelligence Analysts, three Assistant
Financial Intelligence Analysts, two Research ligehce Officers, three Field Intelligence Officers
and one Police Liaison Officer. The staff in theohmation Technology & Security Division includes
one IT Security Officer, one Information Controlfioér and two IT Assistants. Legal support is
provided by the Legal Officer. The FIU's field iliigence officer’s role is two fold. They perform
field-based nonobtrusive observation regardingattiivity identified in disclosures and also obtain
information from the various off line sources ttte FIU uses to support its analytical function.

263. The Corporate Affairs Division deals with the fitgrand general administration, office
security, procurement, and human resources managelsestaff includes one Finance and
Administrative Manager, one Administrative and Agoting Assistant, two Office Secretaries, one
Receptionist, one Driver/General Assistant, and @eoeral Assistants.

264. To support its core FIU functions, S10 of FIAMLAsalempowers the FIU to obtain and use
additional information, consult and share inforratwith the Commissioner of Drugs, Police, ICAC
and the supervisory authorities designated by tA&EA (the BOM and FSC), issue guidelines to
financial institutions, cash dealers and membeth®felevant professions or occupations on the
manner and requirements for the reporting of @m&related further information, exchange
information with overseas FIUs and “comparable bstand undertake reseattto identify the
causes and consequences of ML and TF. Since tigedféndments, the FIU’s previous powers with
respect to monitoring for compliance for nonrepwthave been assigned to the BOM and FSC for
the financial and nonbank financial institutionsievhthey regulate. Criminal prosecution for
noncompliance with reporting requirements lies with Police. The FIU does not have power to
require reporting institutions to block or freemmds or accounts, where money laundering is
suspected. Such action involves a lengthier praoesdving the Police and ICAC. The process to
freeze funds is analyzed further at Recommend&ion

Establishment of FIU as National Centre (c. 26.1):

265. The FIU is an administrative style FIU and its ftioes and powers are provided solely
within the FIAMLA.

266. The FIAMLA S9 and S10 establish the FIU as:

“a Financial Intelligence Unit which shall havé thle powers necessary to administer, and
exercise its functions under, this Act.

and

“ the central agency in Mauritius responsible fexeiving, requesting, analyzing and
disseminating to the investigatory and supervisarhorities disclosures of financial

" The research function was added through the Fnawt of 2006.
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information:

(a) concerning suspected proceeds of crime angealloney laundering offenses;
(b) required by or under any enactment in ordeotanter money laundering; or

(c) concerning the financing of any activities @nsactions related to terrorism.

267. The FIU is established as the central agency togaSTRs from financial institutions and
DNFBPs obliged by the provisions of FIAMLA to repto the FIU. The Assessors were also advised
of legal advice from the Solicitor General (but diot sight the same) that restricts the abilityhef

FIU to seek further information from reporting iinstions where the initial information does not
come from reporting institutions designated byRh&MLA. Notwithstanding this limitation, the FIU

is able and has, in fact, provided a level of imnd®analysis on such non-STR sourced information
and in some cases made disclosures of informatideruS21 to the BOM and FSC, and to other
bodies under Section 30(2) (b).

Guidelines to Financial Institutions on Reporting™R (c. 26.2):

268. S10 (2) (c) of FIAMLA allows the FIU to issue guithes to reporting institutions on the
manner in which STRs and further information relgtio such reports should be provided to the FIU.
A Guidance Note for paper-based reporting was gsudanuary 2003 which provides guidance for
the institutions obliged to report pursuant to FIdMon the manner in which they should report.
The detail of its guidance was appropriate foredhdy educational stages of the reporting regime
where the emphasis was placed appropriately otureuithange and awareness raising for the
reporting institutions.”

269. At the time of the mission, a number of the refeemneeded updating. For example, the
large cash threshold and the list of Reportingtimsdns/Persons obliged to make STRs does not
fully accord with the specific categories desigdateFIAMLA. Subsequent to the mission, the
threshold reference was updated. Together witlsiR paper-based reporting form, the guidance,
however, does provide adequate assistance as maativeer (form and content) in which reports
should be made to the FIU. The assessors wereeald¥iat an expected upgrade of the Guidance
Note has currently been placed on hold. Separaalpn-line, secure web-based reporting system
was recently established for designated MLRO’sporting institutions and will be progressively
implemented. The on-line reporting applicationyides an excellent mechanism for efficient STR
reporting and is user friendly.

270. The 2003 amendments to the FIAMLA restricted thHg'&huthority to provide guidance to
the “manner” in which the reporting institutiongaequired to provide reports of suspicion and
additional information to the FIU. The FIAMLA Reguions 2003 Regulation No. 10 also authorizes
the FIU to issue guidelines for the purposes oRWMLA and the regulations; however, the
mission was advised of a legal opinion from thec®or-General that confirms that this power to
issue guidance extends only to the manner of Sp&tiag as set out in Section 10(2) of FIAMLA.
Under the FIAMLA S18, the responsibility for issgiguidance on all other AML/CFT matters
resides with the designated supervisory authoritiasely the BOM, FSC, and the GRA. The
mission was advised that the FIU has subsequesttyicted its guidance to purely providing written
guidance on the modality of reporting, althougtidés provide annual outreach workshops to the
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reporting sector and exchanges information on tgiek with the designated supervisors in the
financial sector.

271. It appears that responsibility for providing guidaron indicators to assist reporting
institutions to identify potentially suspiciousmisactions is now considered to lie with the
supervisory authorities (BOM, FSC, and GRA) desigdan FIAMLA S18. The assessment team
considers that the quality and quantity of reptwtthe FIU could be enhanced through the FIU’s
guidance being wider in scope to include up to,dsdetor specific indicators. The need for such
guidance is especially relevant to the DNFBP sedach as, accountants, and law practitioners that
do not have a designated supervisory or monitairgority for the purposes of issuing AML/CFT
guidance.

Access to Information on Timely Basis by FIU (c. 29:

272. The FIU produces a high-quality analytical prodiactdissemination. The FIU has developed
its own in-house Data Management system and uedg think software packages. All STRs and
information that the FIU receives are subject taleation and grading by an experienced analyst or
the Assistant Director based on appropriate catdréfore those considered to be of interest are
subjected to fuller in-depth analysis.

273. The FIU uses the powers under S13(2), 14, andr2héocollection of financial information
through the STR process including information aiedifrom the BOM and FSC. The broad S11(2)
“consult and seek assistance” authorizes the Flbbtain access to a wide range of information
sources, both closed and open source, includirggtirom Customs, the Police, the FSC and BOM,
and the National Transport Authority. The open sesrinclude the Civil Status Office (national 1.D.
card), Passport and Immigration, the Registrar @éfer Land Titles, the Registrar of Companies,
the Registrar of Associations, Social Security, swrcial databases such as Dunn and Bradstreet and
World Check, press and internet monitoring, andgbi#UN terrorism lists. The FIU is active in
seeking information from international FIUs dirgcfThe FIU seeks information from Interpol
through the Police. The assessors were advisethih&U currently does not have access to any
currency and monetary disclosures made to Custtnesto the restrictions within the Customs

Act (s131A). The FIU does not have access to téx.da

274. Interms of timely access, the FIU only has on-ligeess to its own holdings. The FIU has
access to nondisclosure-based information heldusgdins, via uploading of CD replication of the
Customs database. The CD is renewed on a fortgightis. The field intelligence officers undertake
the searching and information gathering on sit@aty of the other authorities named above. The
Police Liaison Officer seconded to the FIU is usedonfirm whether persons of interest are under
active investigation by the Police and to colle@tinal histories from police databases.

275. The FIU also uses formal letter arrangements tk sdermation from the Commissioner of
the Police for driver’s licenses and criminal catians. Similarly, the FIU writes to the registcdr
associations for information. The timing for pravid such information can take four weeks on
average.

276. The FIU advised the mission that STRs are ofteaived only after a couple of months and,
in some cases, up to a year after the suspecteshtriions occurred. A key obstacle to improving the
timeliness of STR reporting lies with the curramerpretation of FIAMLA in respect to specifying
the timeframe in which reporting institutions mpsbvide reports to the FIU. S14(1) states that
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reports should be made “forthwith” to the FIU. THI&J's current Guidance interprets this to be

30 days following the determination of the suspicihis prescription, while perhaps appropriate in

the early stages of the Mauritian AML/CFT regingenot in line with international standards.

277. The FIU provided the assessors with the followadge¢s which indicate the scale, trend, and

incidence of STRs it has received in the last 3gea

Table 14. STRs Received from 2002 to 2007

2002 2003 2004 2005 2006 2007* Total
Reporting Institutions 12 134 68 76 116 a7 453
Investigatory Authorities 3 12 44 13 23 4 99
Supervisory Authorities 3 1 2 0 2 0 8
Others 1 10 5 0 6 0 22
Total 19 157 119 89 147 51 582
Table 15. Breakdown of STRs Filed by Reporting Ins titutions
under Section 14 of FIAML Act
By Category 2002 2003 2004 2005 2006 | 2007* Total
Banks 8 66 34 47 83 38 276
Offshore Management
Companies 4 60 26 17 12 7 126
Corporate Trustees/Custodians 0 0 1 0 0 0 1
Foreign Exchange Dealers 0 1 2 7 0 0 10
Insurance Companies 0 3 1 3 17 2 26
NBFIS 0 2 1 1 1 0 5
Relevant Professions 0 2 3 1 3 0 9
Total 12 134 68 76 116 47 453
Table 16. Request for Information to/from Overseas Counterparts

2003 2004 2005 | 2006 | 2007*| Total
Requests made to overseas counterparts 46 44 70 80 64 304

Requests received from overseas
counterparts 8 15 14 12 11 60
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Table 17. Feedback Received

Total Number of Dissemination Reports Total Number of Feedback Received
ICAC 174 0
MPF 51 6
COD 10 0
CED 16 2
IT 16 0
PMO 2 0
FSC 43 11
BOM 15 11
MRA 31 0
TOTAL 358 30

278. The FIU accesses a wide range of information seuntgch assists it to provide quality analytical
reports.

279. The relatively small number of STRs does, howenase doubts as to whether the FIU has access to
sufficient financial information. Areas which indie that the FIU possibly receives an inadequatebeu of
STRs include the significant downward trend andinw of STRs from the Management Companies and
Registered Agents (TCSPs) that service the ragixipanding global business company market, the peofci
reports from the NBFIs, relevant professions oalggactitioners, accountants and chartered semstand

the gambling sector. The comparatively low leveSdRs available can affect an FIU’s analysis ofSA&s it
does receive as it limits the linkages that caw fimm access to a wider pool of STRs.

280. From an intelligence gathering standpoint, the Rld shown considerable initiative in the way it has
applied the general powers contained in the FIAMI1A(2). However, there is concern that the legsisifar
this use of the section may require strengtheringugh more specific clarification.

281. On balance, the FIU has access to a wide rangéarmation to enable it to analyze the STRs it
receives, although there are questions on the tdume of STRS and time in which it can access such
information. The quality of analysis while commebi#a would benefit from creating more effectiveattenic
gateways to access the information to which itaalyehas access and establishing a non-STR related/ay
with the BOM. The lack of effective oversight foMA/CFT responsibilities within the sectors not régad
by the BOM and FSC has potentially created a degfreenchalance, disinterest, and lack of awareimess
these sectors.

282. The lack of meaningful feedback on the value ofgiaduct the FIU disseminates is a further concern.
The assessors were advised that POCA S81 prev@h from providing specific feedback on the valuel a
end use made of the FIU’s disclosures. SimilaHg,feedback from the other designated investigatory
authorities, Customs, and the Police while legadlymitted, could be improved.

Additional Information from Reporting Parties (c.24):

283. Under FIAMLA, the FIU may request additional infaatron directly from the reporting institutions,
namely banks, financial institutions, cash deades members of relevant professions or occupatitihgre a
suspicious transaction has been reported to theifkhy request additional information directlprn
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reporting institutions pursuant to Section 13 @he FIAMLA. S13(2) also provides the FIU with thewer
to seek additional information from “any other bafikancial institution, cash dealer or memberhaf t
relevant profession or occupation who is, or app&abe, involved in the transaction.”

284. Under the 2003 amendments made in the AMLMP, thiB©obliged to make reports of suspicious
activity to the FIU and also provide additionaldrhation on that report should the FIU so requagbractice,
the FIU writes to the relevant reporting party aeguests the information to be provided within sedays

and S19 of the FIAMLA provides the offense for nompliance with such request. To date, the FIU a@rsi
it has not had major difficulty with compliancethadugh it is concerned that it lacks the powersrifmrce
compliance with the reporting provisions of the MIBA and the FIU is heavily reliant on the willingss
resources, and priorities of the designated supanyi(BOM, FSC) and investigatory authorities (ICAC
Police) to undertake appropriate regulatory or stigation. The current lack of effective AML/CFT argight
for the sectors not supervised by the BOM or FSgeattiates the problem.

285. The FIU considers that the power to request infoionaunder S13(2) of FIAMLA is restricted to the
institution which filed a STR under S 14(1). Furthere for requests received from local investigator
authorities, overseas FIUs and other governmemcg® the FIU has no power to request furthermégion
from reporting institutions. The assessors weresadvof, but did not sight legal advice from theiSimr-
General that confirmed this interpretation.

Dissemination of Information (c. 26.5):

286. S10(1) of FIAMLA authorizes the FIU, as the cenigkncy in Mauritius responsible for
disseminating to the investigatory and supervisathorities disclosures of financial informatiomcerning
suspected proceeds of crime, alleged money laumgleffenses and the financing of any activities or
transactions related to terrorism. Information-loiaiseelligence, including financial information,aymds for
suspicion, and the alleged money laundering proegesdisseminated to the investigatory or superyis
authorities after obtaining the consent of its Bloander Section 13 (1) of the FIAMLA Act.

287. The FIU disseminates information relating to sugg@enoney laundering or financing of terrorism
offenses to:

)] investigatory authorities to determine thergnal liability and prosecution of person alleged
to be involved; and

(i) supervisory authorities for them to conduw hecessary inspection and take any appropriate
regulatory action against the person that mighnielved.

288. One STR regarding suspected terrorist financing Heeen received. No disseminations have been
made.

289. FIAMLA S15(2)(f) also provides for the inclusion imfformation by the reporting institution as to the
impact of the suspicious activity on the “finan@alundness of the reporting institution or persdiat
unexpectedly, the FIU advised that this informaigrarely self disclosed and if it occurs, woutdgrovided
immediately to the relevant regulatory authoritit éoncerns an institution supervised by the FE80OM.

290. Where the FIU becomes aware of any information Wwitibas acquired in the course of carrying out
its functions and which may be relevant to the fioms of any of the designated supervisory autiesrifat the
time of mission the BOM and FSC)the FIU passesuch snformation under S21of FIAMLA. The FIU also
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provides information to a wider range of noninvgastory or supervisory authorities under 30 (2)hef t
FIAML Act. Information is disclosed under S30(2)wkat “appears to the FIU” to be necessary to entie
FIU to carry out its functions; b) in the intereefghe prevention or detection of crime; c) in geation with
the discharge of any international obligation tackHMauritius is subject; or d) pursuant to an orafea
Judge. In practice, the FIU has disseminated giiatesed intelligence to government bodies, intamdto
those authorities that receive the STR based discis.

291. The following table provides details of the disseations made by the FIU:

Table 18. (c) Number of Reports Disseminated

(These reports includes STRs, cases generatece iith Intelligence collected from
overseas FIUs and other intelligence which maybeatelated to STRs disseminated)

ICAC | MPF | COD| MIN | FSC | BOM | MRA | O/FIU] TOTAL
2003 31 3 0 0 3 1 3 1 42
2004 54 8 4 0 6 2 5 7 86
2005 48 19 4 0 15 7 10 5 108
2006 34 11 2 1 12 3 26 1 90
2007* 7 10 0 1 7 2 19 1 47
TOTAL |[174 51 10 | 2 43 15 63 15 373

Operational Independence (c. 26.6):

292. The FIU is an independent body under the aegiseoMinistry of Finance and Economic
Development and is administered by a Board (conmgria Chairperson and two other members). The Board
members are paid on fee basis from the FIU's bu@®gzttion 10 of FIAMLA provides that the Directoayn
exercise all the functions of the FIU, but the Aldo gives the Board a role in this process. Theisfunded
through the annual Parliamentary budgetary pro¢g8d/LA s33 also provides for funding to be metrro
government grants and donations following the cohsEthe Minister. The Director may appoint suetigons
to assist him. The FIU’s annual budget for thedayear is 19,325,966 Rupees (approximately US$84] as
of October 9, 2007). In practice, donations artrirged to external assistance from public inteiore!
organizations for conducting and participatingémnars and training. The Chairperson and membdteo
Board are appointed by the President on the recomiation of the Prime Minister made in consultatigth
the Leader of the Opposition. The FIU Directorgpainted using the same process.

293. The operational independence of the FIU was rarsélie previous AML/CFT assessment in 2003, in
particular the role of the then review committe@taviding approval for the Director to carry ous functions
and exercise his powers for any action envisagetddyIU. The authorities considered the AMLPA 2608
provided a legislative remedy through replacing@oenmittee with a Board.

294. The wording of FIAMLA and observed practice stiNgs cause for some concern as to the operational
autonomy of the Director, and hence, the FIU to endécisions regarding dissemination of disclosafes
financial information. FIAMLA S13 requires the Diater to refer potential disseminations to the Boahich

shall consider the information and either: “congerthe director referring the information” to tappropriate
investigatory or supervisory authority, or requést Director to determine “whether supporting infiation” is
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available that would justify subsequent dissemaratihe assessors were advised that, in pradteddard’s
consent is also sought for proactive disseminadfantelligence to overseas FIUs, but not in cassponding
to requests from overseas FIUs made in accordaitcghe Egmont principles of information sharing.

295. The Board and Director usually meet to consideeiptdl disseminations on a regular or when
required basis. Where dissemination is consideaibaty by the Director, for example, when théise
concern about flight of funds or where the suspkatdivity and transactions involves a person dityethat
the FIU understands is already under investigatioin response to a request from an overseastkR_Board
will meet to decide the best course of action ertatter. The operational arrangements agreedthétBoard
allow the Director to disseminate and seek consestibsequent Board meetings or through earlisoliawith
the Chairman. It is unclear what implications aifgbe Director or persons appointed by him stafsigle this
arrangement. The arrangements are within the suiojpe Board’s power to determine its own arrangasie
pursuant to FIAMLA S12(5). The assessors were advibat no disseminations have ever failed to vecei
Board consent and it is only on rare occasionstti@aBoard has referred it back for further infofimm

296. The arrangements with the current Board appeawnt& i practice in that the assessors were advised
of no instances where the Board has failed to goresent. Also, no evidence was provided to thesasse

that indicate that the Board’s involvement adversélects the timing of disseminations. Howevers it
arguable that the director’s operational independéa disseminate could be compromised shoulduagut
Board, or even the current one, wish to changeuthent arrangements which the Board has not doctade

297. In assessing the operational autonomy of the Fkéyafactor is whether the Board is considered part
of the FIU. This view can be defended as FIAMLAide$ the Board’s role to “administering the FIU'dan
FIAMLA S9 in establishing the FIU provides that thitJ should have “all the powers necessary to agen
and exercise its functions” and these include timetion of disseminating. The contrary argumetibhé the
Board is not part of the FIU. FIAMLA S11 (1) alsates that the functions of the FIU, including
disseminations and staff appointments, shall becesaxl by the Director or such persons appointethey
Director. The Board’s part-time members are nobagppd by the Director. The assessors did not Bagret
the Terms and Conditions of the Boards’ appointiemivever, it is understood that such conditionsoo
specifically prevent Board members from concurgebding engaged in an employment or advisory ratk w
the reporting institutions, which may represenbaflict of interest situation. In this regard, @&yious
potential conflict of interest situation was resalvin an appropriate, public, and transparent mafugther,
the Board'’s current administrative role includes appointment of staff to the FIU based on the
recommendation of the Director. This again seermgrigistent with the powers given to the Directadam
S11 and S9(3) to appoint staff to assist him.

298. The assessors consider that the existing operaaormagements are currently effective in that they
not appear to have adversely affected the disseimmaf STR-related disclosures to date, and inaff
provide the Director with a useful additional seuaf legal and industry knowledge to exercise tiadical
and dissemination function. However, the undocueegtngiture of the arrangements, the potential aruffi
interest, and the apparent internal consisten€yAMLA in assigning functional and administrativewgers to
the Director and the Board, respectively, do regmea significant risk to a Director’s future capaeand
authority to make such decisions on disseminatiothe assessors’ opinion, the current Directoxjsegience
in the position effectively mitigates the risk s loperational independence; however, such latitoa not be
as forthcoming to a future Director or should a ievard wish to take a more operational role, gersnitted
under the FIAMLA. The assessors consider thatdheaof the Board should be revised to advisoryamathan
consent. The responsibility to appoint staff shal&b lie with the Director.
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Protection of Information Held by FIU (c. 26.7):
Security of Information

299. Allinformation received by the FIU is classified eonfidential and is protected by the provision in
Section 30 (1) of the FIAML Act. The Director, eyafficer of the FIU, and the Chairperson and mersioé
the Board shall take the oath of confidentialitjobe they begin to perform any duties under the Abky are
also required to maintain the confidentiality offanatter relating to the relevant enactments dusimg) after
their relationship with the FIU. Noncompliance witte oath would subject the offender to crimindén$e
charges.

300. To ensure protection of the information, the FIl$ beeated a dedicated environment with the
following systems:

(1) Access Control (physical office and secureage of confidential materials);
(i) Screening of employees and screening of iinldials in and out of the office;
(iii) System to track down movement of information

(iv) Segregation of duties;

(V) Dedicated IT System with respect to database;

(vi) Encryption of information;

(vii)  Network monitoring;

(ix) Email and use of Internet monitoring;

x) Centralized system of telephone; and

(xi) Dedicated business system and operations.

301. A new on-line STR reporting service, known as timii@ Secured STR (OSS), provides added
security to the STR reporting process through tisegin and password protection and use of suitably
encrypted https service.

302. The FIU has also a set of procedures relatingeddtowing:

0] Request for information to and from oversedds:
(i) Procedures for collection of information;

(iii) Procedures for dissemination of information;
(iv) Procedures for access to information.

303. The FIU staffing includes an IT security officertividirect access to the Assistant Director, and
breaches of security are subject to formal inteimadstigation and report to the Director.

304. All exchanges of information with members of theriegt Group are conducted through the Egmont
Secure Web (ESW). The ESW is accessed by the Résedelligence Officers directly from their
workstation.

Dissemination in accordance with the law

305. As noted in R26.5 financial information acquiredtbg FIU in the course of its function under the
FIAML Act is disseminated under Section 13 (1)eatipproval of the Board, to relevant investigatomg/or
supervisory authorities, with a view to the deteration of any criminal liability and the prosecutiof or

action against, the persons accordingly. Stratefiicmation may be disclosed under Section 30 {Zhe Act
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if the disclosure appears to the FIU to be necgdsagnable the FIU to carry out its functionsthe interests
of the prevention or detection of crime; in coni@twith the discharge of any international obligatto
which Mauritius is subject; or pursuant to an orolea Judge. The FIU may also pass on informaton t
investigatory or supervisory authorities under Bec21, where it becomes aware of any informatidmnciy
may be relevant to their respective functions.

306. The FIU has documented procedures that includegioovfor separate higher level authorization
which acts as a guard to ensure that disseminagi@nsot only of the appropriate quality and jusstif but are
in accordance with the aforementioned avenuesiésedhination. The assessors were made aware ofrconc
as to the speed in which the FIU makes dissemimaitidowever, review of the FIU’'s procedures antisties
indicates that there are appropriate benchmargkate so that high priority disseminations are maitlein 24
hours in appropriate defined circumstances andhieracases involving less complex disseminatioriBiwian
appropriate timeframe. Complex cases naturally kakger to develop; however, the assessors contsider
benchmark and statistics indicate that approptiateround times are achieved. Notwithstandingrifs
internal processes, ICAC has a perception thaetisaundue delay in receiving STRs from the FlUerEhis a
need to differentiate between the often lengthpyled STRs being provided to the FIU and the FIU’s
turnaround time after it has received a report. 3$gessors consider the FIU to have an effici¢atrial
process.

307. Regarding the security of information specificallpvided to the FIU from international sources,
S21(4) of the FIAMLA provides appropriate coveragefollows:

(4) “If any information was provided to the FIU bhybody outside Mauritius on terms of
confidentiality, the information shall not be pag®®m as specified in those subsections without the
consent of the body by which it was provided.”

308. Concern was expressed to the assessors that tieatowording of the S30 confidentiality provisions
may allow for information held by the FIU, includitsTRs, to be used as evidence in open court.dBedfi
states that:

(2) “No information from which an individual or bgaan be identified and which is acquired by the
FIU in the course of carrying out its functionsltba disclosed except where the disclosure agpear
to the FIU to be necessary:

(@) to enable the FIU to carry out its functions;
(b) inthe interests of the prevention or detecbbcrime;
(c) in connection with the discharge of any intéioraal obligation to which Mauritius is subject; or
(d)  pursuant to an order of a Judge.”
309. The assessors were advised that the provisionasise of concern for some in the reporting sector,
and it may be an underlying factor in the apparekictance of certain businesses or professiorepiart.
There has also been a previous instance of thengamiCourt of a staff member involved in the repy of
an STR. While the current wording of section 3&RIFIAMLA appears to leave the discretion to thedator,

legal advice may be necessary to clarify the adhiigg of an STR or the existence of same in court
proceedings.
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Publication of Periodic Reports (c. 26.8):
310. Under the FIAMLA S34, the FIU is required to prowidn:

“annual report on its activities to the Ministeontaining such statistical and other informatiorhas
Minister may require.”

311. Furthermore, the new research function provideti¢d=1U in 2006 requires the FIU to:

“undertake, and assist in, research projects ieraaidentify the causes of money laundering and
terrorist financing and its consequences.”

312. The FIU publishes an Annual Report which includesigtics on the number of STRs received and
disseminations made as well as information on thigies of the FIU. The FIU released its Annua®rts in
2003, 2004, 2005, and 2006. The 2006 report cantaiood variety of statistics showing dissemimagind
reporting trends for STRs. The latest report lanksrmation on sanitized typologies of ML or FT segios,
even though replication of typologies is availaieugh the Egmont and FATF-sourced information or
through sanitized generalizations based on Manordiamples. The assessors were advised that theflac
feedback from the investigative authorities haslbied the preparation of typologies based on datest
scenarios. The 2006 annual report mentions thabbtiee priorities for 2007 is to “produce typologi reports
based on STRs received as well as feedback froesiigators.” However, it is not clear how and wkanh
information will be made available to the reportingtitutions, given the delay in upgrading the 200
Guidance Note.

313. A National Survey on the Risks, Extent and Trentohey Laundering and Financing of Terrorism
in Mauritius was conducted by the FIU and a rep@$ published in May 2006. Copies of the Annualdriesp
and National Survey Report on the Risks, Extentemetid of Money Laundering and Financing of Temwori
in Mauritius are available on the FIU’s website.

Membership of Egmont Group (c. 26.9):

314. The FIU has been a member of the Egmont Group Snlge2003 and is the African representative on
the Egmont Committee. Under FIAMLA S20(1), the R#lthe only body in Mauritius which may seek
recognition by any international group of oversaancial intelligence units which exchange finaatci
intelligence information on the basis of reciprg@nd mutual agreement.

315. The FIU has been very active in fostering the dgwelent of FIUs and information sharing and
awareness raising in the ESAAMLG region and hassp@d the Indian FIU in its application for Egmont
status. It has played an active role in the spamgaohe Bangladeshi FIU and other countries inAfrecan
region and is assisting the FIUs of Malawi andS$legchelles in joining the Egmont Group.

Egmont Principles of Exchange of Information AmonglUs (c. 26.10):

316. The FIU takes account of the Egmont principlesuifiling its core functions as well as when
exchanging information with its overseas countdgpar

317. With respect to the exchange of information withestmembers of the Egmont Group, the FIU does
not require a Memorandum of Understanding (MOU) FhU will enter an MOU should the other FIU
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require one to support information sharing. The M§)yhed by the FIU sets out the principles on which
financial information would be exchanged and inisdeled on the Principles of Information Exchange
between FlUs set by the Egmont Group.

318. Regardless of the existence or otherwise of a folkd@lJ, the FIU places written conditions to require
that information it provides can only be used faelligence purposes and not for judicial or eviddn
purposes. Also, the FIU in Mauritius requires thé informed if this information is further dissénated to
other FIUs. These conditions embrace the Stateofdfiirpose and the Principles for Information Exadea
prescribed by the Egmont Group.

319. The FIU also exchanges information with other Fitdsch are not members of the Egmont Group on
the basis of reciprocity or under MOUs signed wiitbse countries. The FIU has signed a number of MOU
with countries which domestic legislation requitieat an MOU be signed prior to exchange of inforarat
Eleven MOUs have been signed by the FIU in Maugitiu

. Financial Intelligence Centre (FIC) of South AfriceAugust 2003.

. Australian Transaction Reports & Analysis Centreg#kac) of Australia in October 2003.

. Service d’'Information et de Controle sur les Citsthinanciers (SICCFIN) of Principality of Monaco
in June 2004.

. Anti-Money Laundering Office (AMLO) of Kingdom ofailand in October 2004.

. Financial Intelligence Processing Unit (CTIF-CHB®zIgium in November 2005.

. Financial Transactions and Reports Analysis Cdfirgrac) of Canada in June 2006.

. Cellule Traitement Du Renseignement et Action Gohts Circuits Financiers Clandestins

(TRACFIN) of France in October 2006.

. Financial Reporting Authority (Cayfin) of Caymanalsds in December 2006.

. Serious Organised Crime Agency of the United Kingdidd Great Britain (SOCA- the UK FIU) in
June 2007.

. Indonesian Financial Transaction Reports and Aigalgentre of the Republic of Indonesia in June
2007.

. Meldpunt Ongebruikelijke Transacties van of Netheds Antilles in June 2007.

320. Members of the Egmont Group are required to hagertimimum IT infrastructure to connect with the
Egmont Secure Web to facilitate the exchange afrmétion. In some circumstances, where adminisgati
FIUs cannot provide law enforcement information tluénhe limitation in their powers, the FIU in M#urs

will at times contact the law enforcement agentighose countries with the approval of its Boaraider to
access such information. This would be accomplistigdthe knowledge of the local FIU.
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Adequacy of Resources to FIU (c. 30.1):

321. The current FIU staff is 25. The organizationalisture is shown below:

Chart 1. Financial Intelligence Unit, Organizational Chart

ﬂ Financial Intelligence Unit
Organisation Chart

| Board |

I Director |

| Assistart Director |

| Technical Depart ment |

Corporate Affairs Division |

| Informafion Techrology | | Financia Invesfigafive Analysis | Lega!

| Senior Finandal Intelligence Analyst |

| Finansal Inteligence Analyst |

Fin/ Admin. Manager | | IT Security Enginear | Legal Officer
| l

| Research Intelligence Officar | | Assistant Financial Intelligence Analyst |

| System Administratar |
| Aot/ Admin. Assistant | | Field Intelligence Ctficer |

| Office Secretany | |

| Crriver ! Attendant |

| General Assistant |

IT fissistant |

322. A full description of the staffing breakdown foretklifferent functions is provided in the descriptio
section of Rec 26.

323. The FIU’s funding is represented by the followiagle:

Table 19. The FIU’'s Funding

Financial Year Government Grant
2002/2003 5,436,439
2003/2004 13,954,108
2004/2005 20,593,790
2005/2006 19,325,966
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324. The FIU's commitment to improving its long-term eapy in staff expertise and IT functionality is
evidenced by the following table which shows tlgngicant allocation of the total FIU budget to skeetwo
key areas.

Table 20. The FIU's funding allocation to Training &IT

Financial Year Training & Seminars IT Infrastructure
2002/2003 472,751 3,316,069
2003/2004 1,422,596 1,106,950
2004/2005 783,582 2,050,326
2005/2006 1,218,580 5,049

325. The FIU, like other authorities in Mauritius, ha#fidulty in retaining skilled staff that can comme
significantly higher remuneration in the privatetee, especially in the burgeoning financial seegisector.
This situation is likely to remain and possiblydecerbated in the near future as the governmerivs to
encourage the growth and diversification of the Nteun economy places an increasing premium orimeig
employees or attracting potentially skilled recsuit the private sector. At the time of the assesdénthe FIU
was actively recruiting to fill seven of its 25 fitag positions. The FIU is fortunate to have colesable long-
term institutional memory in its executive ranks b@th the current Director and Assistant Direbire been
with the FIU since its inception.

326. Despite the current staffing squeeze, the FIU siptes investment in the efficiencies provided
through IT and training serve it well, as evidenbgdhe observed quality of its analytical product.

Integrity of FIU Authorities (c. 30.2):

327. The staff of the FIU and the Board are requiredFBYMLA to answer an Oath of Confidentiality in
the Supreme Court of Mauritius and to provide dtemi declaration of assets and liabilities. The #sb
requires all officers of the FIU, the Director, ahé Board to declare any future material changélsd
original declaration of financial position. Commaith many countries, the FIU adheres to an Equal
Opportunity Policy. In doing so, the FIU does notmpromise on the minimum professional standards
considered necessary to work in its various agas this is especially so in the areas of anabsisIT.

328. The recruitment process is quite intensive withcegsful applicants being screened by the executive
management team and then separately by the Boanorizing of the chairman of the FIU Board and the
executive management team. The selected appliaentequired to complete a comprehensive pre-
employment form which contains considerable infdiaraon personal details, criminal or civil recaordad
memberships, political or otherwise. The staffingfile and examples of recent advertisements detraies
that the FIU places a premium on recruiting graguptalified staff.

Training for FIU Staff (c. 30.3):

329. Considerable training is provided to FIU staff. A#w staff are required to undertake a comprehensiv
induction course which was developed internallye Thntents include:

. The Role of the FIU in fighting Money Launderingfiagist Financing
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Behavior and Conduct of an FIU’s Officer

Use of Computer and Security of Files on Computéne FIU

What is intelligence and Grading of Information

Focusing on the FIAML Act 2002 and other Legal ®ot fight ML/FT
Investigative Analysis Techniques

Building up Professional Competency

Managing cases

Reporting obligations & customers’ identification keporting institutions

Staff is also requested to read the FIU in acttgmont 100 cases, the FATF 40 + 9
Recommendations, and the Mauritian AML/CFT legislat

Technical staff receives continuous on the jomiraj, as well as appropriate external courses. The

pre-assessment questionnaire also noted considgratiicipation by FIU staff in targeted trainingueses
across a range of topics which the assessors @nsidvant to the work undertaken by FIU staff.
Statistics (applying R.32 to FIU):

331.

The FIU's data management system keeps, and is@pleduce, statistics on the following:

1. Number of STRs received by sector, institutimhgther locally or from branches of international
institutions incorporated in Mauritius;

2. STRs giving rise to dissemination, connecteRST

3. Dissemination to investigatory and supervisauthorities;

4. Dissemination to overseas FIUs and to overismasnforcement agencies;
5. Dissemination to government ministries;

6. Number of reporting institutions traced assuteof an STR;

7.  Number of times particular reporting institutsowould be contacted for additional information
under section 13 (2) of the FIAML Act;

8.  Amount of money disclosed in an STR;
9. Classification of the indication of money laendg in terms of:

(a) external or incoming money laundering i.eimercommitted overseas;
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(b) outgoing money laundering i.e., crime committezhlly and money leaving the country;
(c) internal money laundering, i.e., crime comedttocally and money laundered locally.
10. Classification of alleged predicate offendésranalysis of an STR by category;

11. Set aside cases by sector and by reportitigutins;

12. Request for information received from overdeass;
13. Request for information made to overseas FlUs;
14. Further statistics on cases disseminated:

(a) types of instruments used;
(b) techniques of laundering;

(c) number of international jurisdiction involved:;
(d) nationality of subject involved.

332. The more sensitive statistics naturally are notigied for public scrutiny, but are available to the
appropriate AML/CFT stakeholders in Mauritius, inding the AML/CFT Committee and the government.
Reports involving large cash transactions are @levant as large cash transactions above 500, p@@ rare
prohibited in the FIAMLA. FIAMLA does not providef the reporting of cross-transport trantgtaon of
currency or bearer negotiable instruments or itiional wire transfers.

333.  While the statistical capability of the FIU is inggisive, the overall ability of the FIU and the
authorities to assess the effectiveness of ther8giRe in Mauritius is compromised by the lack of
consolidated analysis that is able to demonstheterdlue added by the STR-related disseminatiamgged
by the FIU to the investigatory and supervisorhatties. In particular, whether the disseminatgdrimation
resulted in investigation, prosecution, or conaictior money laundering. The FIU is restrictedtgability to
compile such statistics due to the lack of feedbemk the Customs, ICAC, and the Police. The assssgere
advised that ICAC is prevented from providing feacloon the use it makes of the FIU’s disseminations
pursuant to the confidentiality provisions of POGAL.

2.5.2 Recommendations and Comments

. Address the current administrative role of the Bl that the Director has the ultimate authooty t
undertake all actions in the exercise of all thecfions provided to him under the FIAMLA, including
final authority to appoint staff and make disseriores in all cases. Possibilities to consider idelu
amending FIAMLA to remove the consent provisiond egplace this role to advisory, or making the
Board a formal part of the FIU answerable to orcapied by the Director, or permanently delegating
the Board'’s ‘consent’ role to the Director. The Wing arrangements of the Board should be
documented.

. Review and amend, where necessary, s. 81 of PO@Howw ICAC to provide feedback to the FIU on
the value of disseminations in a manner that doesempromise ICAC investigations.

. Clarify whether the scope of FIAMLA S10(2)(c) lelygbrovides for the FIU to issue guidance on
indicators of suspicious transactions to assistrfomal institutions and DNFBPs to meet their reipgrt
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obligations. The ability of the FIU to provide sughidance should be seen as complementing, rather
than replacing, guidance issued by the FSC, BOMGRA. In the absence of supervisory or
monitoring authority being assigned for the remagnDNFBP sectors, the FIU should be assigned the
responsibility for providing guidance on indicatarsd typologies as part of its responsibility in
providing guidance on the manner of reporting.

Provide all reporting sectors with more specifidicators of ML/TF based on sector and Mauritian
characteristics. This will require close coopematietween the FIU and relevant authorities desaghat
to provide such guidance to the financial and DNEEB&tors. This encompasses the BOM, FSC, GRA,
and any authority(s) or SROs designated in futoigrovide AML/CFT Guidance to the non-FSC
supervised DNFBP businesses and professions.

Implement ways to improve the FIU’s access to tynieformation by providing outreach in order to
improve the reporting performance of reportingitngibns in those sectors and institutions consder
to be under reporting or displaying poor reporegformance. This should include providing
feedback to the disciplinary bodies referred t&118(4) of FIAMLA and requiring them to take a more
proactive role, in partnership with the FIU, to monand act on issues of noncompliance.

The FIU should seek to provide information to réjmgrinstitutions when it makes a dissemination
based on an STR(S).

Clarify the legal position on the admissibility 8T Rs in court proceedings, including the adequdicy o
the provisions to protect the identity of persormweport STRs to the FIU in good faith.

Encourage further use of appropriate tactical eafment, regulatory, or disciplinary action by
supervisory authorities and police. Cases of l@ngitsystemic and unresolved reporting performance
should be brought to the attention of the AML/CFMmtnittee to encourage appropriate action.

Determine and make known the extent to which lpgailege applies for the law practitioners.

Develop more appropriate gateways for the FIU teehan-line, real time access to information from
databases, where possible and cost efficient..

Clarify the current FIAMLA S11(2) “consult poweradseek assistance” power are sufficient to
enable the Director to obtain further informatioon other authorities in those cases where the
suspicion of ML/TF has arisen from disclosures mayléhe investigatory or supervisory authorities.

For the wider efficiency perspective, consider jmling the FIU with an administrative power to block
transactions and accounts suspected of ML/TF aovd® the Mauritian AML/CFT system with a
more responsive framework.

Provide the FIU with access to the disclosuresashand monetary instrument disclosures received by
Customs.
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2.5.3 Compliance with Recommendation 26

Rating

Summary of factors relevant to s.2.5 underlying overall rating

R.26 LC

Concern exists over FIAMLA'’s legal framework that potentially limits the
Director’s operational autonomy to disseminate because of the way in
which it prescribes the respective roles of the Board and Director.
Similar concern over the documentation of the Board’s arrangements
and role in appointing staff to the FIU. In terms of practice, no evidence
of undue external influence was noted.

The FIU’s written guidance to reporting institutions to fulfill their reporting
obligations needs to be updated to reflect all the categories of
institutions, businesses, and professions that are subject to the FIAMLA
reporting obligation.

The FIAMLA S10(2) is currently interpreted to limit the scope of the FIU
to provide guidance on ML/FT indicators. Accordingly, reporting
institutions not subject to monitoring by a designated AML/CFT
supervisory authority such as the BOM or FSC, do not have assistance
on ML/FT indicators specific to their sectors. (For assessment of
AML/CFT Guidance provided by non-FIU authorities, see R.25.1)

Statistics indicate under reporting from various sectors and general
tardiness in reports being provided to the FIU — this limits its access to
timely financial information.

Lack of on-line access to many data sources and relatively lengthy
process in obtaining information from the Police and some other
authorities.

Lack of feedback from the Police plus lack of legal gateway with ICAC

limits the FIU’s access to useful feedback as to the value of their cases
and work — and to this potential source of information.

No gateway for disclosure of Customs Currency Disclosure information
to the FIU

Legal obstacles prevent the FIU from obtaining further information with
respect to non-STR related requests from the authorities.

Current practice re dissemination on ML split between ICAC and the
Police appears to cause a level of confusion and demarcation and
possible potential duplication between the investigatory authorities.

2.6 Law enforcement, prosecution and other competent dhorities — the framework for the
investigation and prosecution of offenses, and faonfiscation and freezing (R.27, & 28)

2.6.1 Description and Analysis

Legal Framework:

Designation of Authorities ML/FT Investigations (@27.1):

334. The authorities responsible for the investigatind prosecution of the money laundering offenses
(both under the FIAMLA and DDA) are the Independénmmission Against Corruption (ICAC), the Police
and the Attorney General's Office (AGO). A Drug AssForfeiture Office (DAFO) was also established t

identify all assets subject to confiscation afteoaviction has been pronounced under the DDA.

335. The authorities responsible for the fight agaiestdrist financing are the Police, in particulag th

National Security Service, and the AGO.
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336. The ICAC was established in 2002 with the enactroétite Prevention of Corruption Act (POCA;
Section 19). It is the primary authority responsifdr the investigation into corruption and monayridering
cases. It is a body corporate consisting of thrembers, namely the Commissioner and 2 Deputy
Commissioners. The ICAC is structured as follows:

Chart 2. ICAC Structure

Parkiamentary
Commities

Antl Anll- Mornsy Syslems Community
Corruption Laundering Enhancement Retations

Procurament Suppor Human General
Services Resource Administration

337. It has a total staff of 150, 65 within the Corrgptinvestigation Division, 20 of which are dedichte
the investigation into money laundering cases. Mbge current ICAC staff was hired in the coun$éast
year, after the contracts of the previous staffe@oman end. The professional staff have bankiognemic,
legal, or police backgrounds. Some have benefitad punctual training provided by international
organizations and foreign countries, but thereoistandard AML training for staff.

338. Most of the ICAC'’s statutory functions under the®®relate to the fight against corruption. The bulk
of the ICAC’s work is, therefore, dedicated to firevention of corruption and the investigation iatieged
cases of corruption. Some of the statutory funstitwowever, specifically refer to the fight agaimsiney
laundering: The ICAC is empowered to cooperatecatidborate with international institutions, agessgior
organizations in the fight against money launderdedect and investigate money laundering casesute

any request for assistance referred to ICAC byFikk take such measures as may be necessary ttecoun
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money laundering in consultation with the FIU; aodperate and collaborate with the FIU in fulfiiin
common objectives (Section 20(1l) (0), (p), (q) &ydPOCA).

339. The text of POCA is somewhat inconsistent with eespo the initiation of an investigation by the
ICAC: the list of functions under Section 19 PO@Adicates that the ICAC may only initiate an invgation
on the basis of a prior referral from the FIU (S®ttl9(1) (0)).The POCA was amended in 2006 to ipleofor
two further cases, namely, to enable the initiatiban ICAC investigate money laundering after mefiefrom
the Commissioner of the Police (Sections 45(2as)well as on the ICAC’s own initiative (Section(#6(a)),
but the list of functions in Section 19 was not aedl accordingly. A reading of Section 19 couldyonl
therefore, give rise to misinterpretation.

340. The ICAC may, with the approval of the DPP, leasl phosecution of the cases that it has investigated
when the cases are lodged before the Magistramist ©r the Intermediate Court.

341. The Mauritius police force has a total of 12,468cefs which includes some 4,000 to 5,000 police
officers in uniforms (see organizational chart ammm'® Two branches may investigate money laundering
cases, the Central Crime Investigation Divisior)ICand the Anti-Drugs and Smuggling Unit (ADSU):

. The Central CID is a specialized unit of the MausitPolice Force, which deals with sensitive cases
and cases involving larger public interest. It demith all the cases of bribery, fraud, homicided,ao
some extent, money laundering. It has several agpanits, two of which may be called upon for an
investigation into money laundering: the Specidl @éhich deals with large or complex cases and has
a staff of 10) and the Fiscal unit (which investegatax evasion and has a staff of 12 who may be
called to assist the Special Cell with the investtan of money laundering cases). Most of the polic
officers in the Special Cell have received somenfof training in AML/CFT on an ad hoc basis. It is
unclear whether investigators from the Fiscal baite received any training in AML matters. There is
no general training on AML/CFT. In complex moneyrdering cases, the CID either calls upon
external experts to help with the investigatiorcfsas experts from the Bank of Mauritius when
complex banking records are collected), or, asastroases, refers the matter to the ICAC.

. The ADSU’s main responsibilities are to suppresssilpply of illicit drugs, arrest drug offenders
(Consumers and Traffickers) and have them prosegclaeate and destroy illicit cannabis plantations,
prevent the entry of illicit drugs at the airpoeiport and through Postal Services, and prevent and
detect smuggling. It is also responsible for theegtigation of money laundering offenses under the
Dangerous Drugs Act. Other functions include thieeement of laws relating to other crimes which
have a bearing on the drugs network, such as l@segyambling and prostitution.

342. Overall, the police’s role in the investigationdnhoney laundering cases is marginal; most of the
cases are investigated by the ICAC and the pohtgiavestigate the (few) cases that are refergethb FIU
and those that are part of an investigation intmaffenses under the DDA.

343. Asis the case for the ICAC, the DPP may, in certaises, delegate to the Police the prosecution of
cases brought before the magistrate’s Court anthteemediate Court. The Central CID has a team of
“prosecutors,” in other words police officers whaderwent a specific training that enables thematudie
cases in court.

18 The Republic of Mauritius does not have an armgtber form of military force, the police, therefpmssumes a para-
military role as well as law enforcement and ofthaties, such as those undertaken by the Coast Guard
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344. A National Security Service was established una@etiGn 18 of the Police Act (although under a
different name), mainly to obtain, correlate andleate intelligence relevant to national secuatyd
communicate to the relevant law enforcement agsrasid to the Prime Minister such intelligence thay be
considered in the interest of national securityoubth a case of terrorism or terrorism financingeyit would
be investigated by the National Security Service.

345. The Attorney General is the principal legal advigethe Government of Mauritius. All actions made
by or against the government are made in the nditiee Attorney General. Most of the Attorney Gellisra
functions are exercised by the Solicitor Generatfid the Director of Public Prosecution’s departreent

a) The Solicitor General is the highest publidoaff of the AGO after the Attorney General. He
advises the State and the various departmentsidsamajor litigation in which the State, its agesgi
or officers, is a party. This includes defending 8tate in the different courts as well as filingson
behalf of the State. His main roles are to handi¢ matters, tender legal advice to government
departments and ministries in an independent apdritial manner, and work in close collaboration
with the Parliamentary Counsel and other law ofida the drafting of all legislations. He also
defends the interests of the State in the supeoorts including the Privy Council.

b) The Director of Public Prosecution (DPP), @esi®y a number of Law Officers, advises on
criminal cases and represents the State in mdjoimal matters before the Courts. He may also offer
advice to the various law enforcement agencies megpect to the conduct of enquiries. Pursuant to
Section 72 of the Constitution, the DPP exercigefinction in full independence and is not subject
the direction or control of any other person ohauty. The office of the DPP, therefore, effective
operates independently of the Attorney-Generaldritle politicians in the exercise of its powers.

Pursuant to Section 72(3) of the Constitution, ohtne DPP’s main powers is to institute and
undertake criminal proceedings before any Couldwf(not being a Court instituted by a disciplinary
law). These powers may be exercised by the DPRrsop or through other persons acting with his
general or specific instructions. In practice, nzzses are prosecuted by the AGO’s Senior Officers.
In a number of cases, however, including moneydating cases, the DPP may delegate the
prosecution “externally” and may authorize publitherities, such as the Police and the ICAC, td lea
the prosecution of the cases that they have irgagstil.

346. Although the Solicitor General’'s and the DPP’s fiots are entirely separate, the AGO officers
cumulate functions in both. In other words, theyrha called upon to prosecute civil matters onexific day
and criminal matters on anoth&mo specific AML/CFT training is provided but sorokthe staff have been
to various workshops organized overseas.

347. The Commissioner of the Drug Assets Forfeiture c@fIDAFO) is responsible for inquiring into the
funds and other assets of persons convicted uhdddDA and referred for enquiry by the DPP. After
completion of the enquiry, it is his duty to sencport to the DPP. He may either recommend thecation
of the freezing order made the Court, or an apptindor forfeiture of the assets. He is appointeder the
DDA by the Prime Minister and acts independentlgtiain to the Commissioner, the DAFO currently has
staff of 11 investigators, many of whom have workadhe police (and the ADSU in particular).

1% The authorities informed the assessment teamahatf February 2008, the AGO officers no longeuaulate
functions in both the Solicitor General's and theMs office. The Attorney General’s Office is nowided into the Civil
Advisory and the Litigation Unit (Solicitor Geneyalhe Criminal Advisory and Litigation Unit (thel®) and the
Legislative Drafting Unit.
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Ability to Postpone/Waive Arrest of Suspects orZsee of Property (c. 27.2):

348. Only the police may arrest suspects and seize pgyowéhout a court order. Both CID and ADSU
Police officers may postpone or waive the arresiugpected persons and/or the seizure of the nfonéye
purposes of identifying persons involved in suctiviaies or for evidence gathering. They may ussrtbwn
discretion in the matter and suspend the arre$teoseizure on the merits of the case. The ICAG thewe
seizing powers, but they are limited and do notedtto seizing the proceeds of crime.

Additional Element - Ability to Use Special Invegttive Techniques (c. 27.3):

349. Section 55 of the DDA specifically makes provisfonthe recourse, by the police, to controlled
delivery (and, by extension, related undercoveegtigations) for the purposes of an investigatezhiy the
ADSU. A police officer not below the rank of supgendent of police may authorize the passage oy erb
Mauritius of any consignment of dangerous drugpected of being dispatched with a view to the cossion
of an offense under the DDA, for the purpose ohtidging the persons involved in the commissiontaf
offense. The police officer may, in addition, catlse consignments to be lawfully intercepted atalgd to
proceed upon its way either intact or after seiziirtne dangerous drugs contained therein and tsayd&rect
their replacement by substances other than dangerogs.

350. The POCA does not provide the ICAC with similar gog/to use special investigative techniques.

351. Terrorist financing: The Police Act enables theiblzdl Security Service “to do all such other thirgs
may be necessary” for the proper performance déiitstions (Section 18). Provision is made for liigence
gathering under Section 25 POTA, but it relateimtestigations into acts of terrorism and not tasm
financing.

Additional Element - Use of Special Investigativedhniques for ML/FT Techniques (c. 27.4):

352. Controlled deliveries and undercover operationsuadertaken by the ADSU but their extent remained
undisclosed.

Additional Element - Specialized Investigation Grpsi & Conducting Multi-National Cooperative
Investigations (c. 27.5):

353. There are no permanent or temporary groups in platespecialize in investigating the proceeds of
crime other than the ICAC and the Police. “Horizbmgroups” are not a common feature of the Mauritia
government, although the police has, in some igs®required the help of experts from the cebtrak to
assist in police investigations.

Additional Elements - Review of ML & FT Trends byalw Enforcement Authorities (c. 27.6):

354. No review of the money laundering trends has beedwucted so far. The same applies for terrorist
financing since no elements of the offense have begcted in Mauritius.
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Ability to Compel Production of and Searches for @oments and Information (c. 28.1):

355. All authorities responsible for the investigatidmmoney laundering and terrorist financing caseseha
the necessary powers to compel production of tidizsarecords and any other relevant documentseiedn
their own initiative (ICAC, in certain circumstars)eor, more generally, with the necessary courtord

356. Pursuant to Section 52 of the POCA, the ICAC mayem it has reasonable grounds to believe that
there is, on specified premises or in any pladeusiness, evidence which may assist in its invastg, issue
a warrant authorizing its officers to enter and'sleghe premises and remove therefrom any docuorent
material which may provide evidence relevant toitivestigation conducted by ICAC. Although the wagl

of the law does not specifically say so, the presithat the ICAC is empowered to search includprathises
and places of business with exception of bankss Titmitation is a result of the confidentiality tggements set
out in Section 64 of the Banking Act.

357. For the disclosure of information from financiasiitutions such as banks, the ICAC must apply for a
court order under Section 54 of the POCA 2002. phisicular section and section 39 (now repealéd) o
Banking Act 1988, created some level of confusistoathe procedure to be adopted for such disassur
during the first years following the establishmehtCAC. This confusion was especially due to thekl of
precision in the wording of Section 54 of the POZIM2. It gave rise to two possible interpretatiohthe
said Section, one of which contended that the IGAGuId apply to the Judge in Chambers before iidcgain
access to such financial information, while thesotsuggested that Section 39 (now repealed) dBam&ing
Act 1988 expressly permitted the ICAC to have astesuch financial information without the needjto
before a Judge in Chambers. According to ICAC’s32@2 annual report, this confusion in the law @dat
many obstacles in the investigations carried ouhleylCAC inasmuch as banks were refusing to corwtly
the orders for disclosure issued by ICAC underiSed4. The legislator intervened by enacting Sec€4 of
the Banking Act 2004 which made it clear that tBAC should apply to the Judge in Chambers for deroof
disclosure in all the cases where information fforancial institutions was required for the purppséan
investigation under the POCA. Since then, severe sipplications have been made. Orders for disdos
have been granted upon the Judge in Chambers saiis§ied that there existed reasonable suspici@ach
case that warranted the application.

358. Police officers investigating a money launderinfgon$e under the FIAMLA must also apply for a
court order for disclosure in order to lift the &édentiality requirement of the Banking Act.

359. Allinformation obtained in application of Sectiob2 and 54 may be used as evidence in the
prosecution of the money laundering offense ompiteglicate offenses, as well as in related actionk as
freezing and confiscation measures.

360. On the orders for disclosure: the ICAC express@desooncerns about the value of the FIU report for
the purposes of its own investigation and aboutitfieulty to obtain orders for disclosure of fineial records
held by banks. As mentioned above, pursuant t@#mking Act, banking records may only be providedtte
basis of a Court order for disclosure. To obtaedhder, the ICAC must show sufficient evidencenable the
Judge to form an opinion on the validity of the laggiion. According to the ICAC, the informationgvided

by the FIU is not sufficient to satisfy the Judbattthe application is legitimate and does not titarte a
“fishing expedition.” This is in particular the @w/hen the dissemination reports refer to monesfeas
initiated outside Mauritius without providing amyfermation on the nature of the suspicious tramsacir the
predicate offense. The ICAC, therefore, claimed ithénds itself in a “Catch 22” situation wherebiymust
gather sufficient information to apply successfditly an order, but cannot provide the necessaprimtion in
the absence of a court order. The assessors fhanever, that the information gathered and dissatathby
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the FIU was adequate and relevant (see write uprdRdcommendation 26). It seems, therefore, tleat th
problem lies more in the authorities’ (including ludges’) understanding and perception of the geef the
FIU’s disseminated reports rather than in the ¢yalithe reports themselves. It is common pradtce
disseminations from administrative-style FIUs, sasltthe one in Mauritius, to be used purely adligeace
vehicles rather than as evidence. Their purposepsovide leads and to enable the investigatitbaties to
focus, and not to provide hard evidence. The probilEsed by the ICAC seems to call for additionaining
and education of the authorities involved, andjtidges in particular, rather than for a changdeRIU’s
practice.

361. Under the DDA, the police may apply for a courterdranting access to all relevant documents.
Where the Judge in Chambers is satisfied by infooman oath that there are reasonable groundssjoest
that a money laundering offense (and others urmdeActt) has been or is likely to be committed, fayssue
a warrant authorizing any police officer to haveess to all bank, financial, and commercial rectids may
reasonably concern transactions related to thasdféSection 56 (d) DDA). The Judge may also péaloank
account under surveillance when it is suspectdukivfg used for operations related to the offense naay
authorize the police officer to tap or place unsl@wveillance the telephone lines used by the pesaspected
of participation in the offense, for a period ngteeding 6 months, and to have access to, or plager
surveillance, the computer system used by the stépection 56 (a) and (b) DDA). All informationtained
in application of Section 56 may be used as evidenc

362. The Commissioner of the Drugs Assets Forfeituréc®ffthe DAFO, also has specific powers to
gather the necessary information. He may summorpargon, including any bank or other body or
organization, to give evidence or to produce anopmd book, document, or other article or to makg a
disclosure relating to the possessions of the cteiperson or his family (Section 45 subsectiof the
DDA). These powers are vested in the Commissioimeséif and do not require prior application forcucd
order. All provisional measures are taken by thagéucf write-up under Recommendation 3). The
information obtained will be used in the Commissids report to the DPP.

363. There are no specific provisions that would applinestigations into a terrorist financing offense
The powers vested upon the police are, therefoeesame as under the FIAMLA and a court order is
necessary to obtain information from and searclpthmises of banking institutions.

c) seize and obtain records, etc.

364. The ICAC may apply for an attachment order undeti8e 56 of the POCA 2002 when it has
reasonable grounds to suspect that a person hasittectha money laundering (or corruption) offense.
Attachment orders are granted by the Judge in Caesygyovided that the latter is satisfied thatshgpicion
of the Commission is reasonable. The consequentte arder being granted is the temporary attachimen
the hands of third parties money or property belomngp a suspect and the prohibition of the transfe
disposal of such money or property so attachedp%o such manner as may be specified in the ofder
ICAC is responsible for ensuring that the ordeattdchment is made public, in the Gazette and ligaast two
daily newspapers, and to give notice of the ordelltnotaries, banks, financial institutions, aagh dealers,
as well as any other person who may hold or besdesith the property belonging to or held in beludifthe
suspect (Section 56(3) of the POCA). Unless revdikethe Judge before then, the order remains oeftor
60 days and may be renewed for successive perf@saays on application made by the ICAC (Sect@rof
the POCA).
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Power to Take Witnesses’ Statement (c. 28.2):

365. Unlike the police, the Director-General of the ICA@y (without the need for a prior application to
the Court):

(a) order any person to attend before him for tipase of being examined;
(b) order any person to produce before him any bdokument, record or article;

(c) order that information which is stored in a q@uter, disc, cassette, or on microfilm, or preserve
by any mechanical or electronic device, be comnataatin a form which is visible and legible;

(d) by written notice, order a person to furnisstatement in writing made on oath or affirmation
setting out all information which may be requiredlar the notice. (Section 50 of the POCA as
amended in 2005).

366. In carrying out his investigation, the Director-@eal of the ICAC may conduct such hearings as he
considers appropriate and has discretion as toheh& conduct the hearings in public or in private
(Section 50 of the POCA).

367. No such hearings have been conducted since thptiogef the ICAC because their procedural
aspects have not yet been defined. Pursuant tmB8&at of the POCA, it is the Prime Minister’'s prgative to
issue the necessary regulation. At the time oasmssment, the ICAC was working on a proposaiLfoin
regulation.

368. The other authorities involved in money laundeiimgestigations do not have the powers to take
witness statements.

Adequacy of Resources to Law Enforcement and OtA8L/CFT Investigative or Prosecutorial Agencies
(c. 30.1):

369. The number of officers in charge of money laundgmvestigations in the police is not high but
overall nevertheless seemed sufficient considdtingact that most cases are investigated by tA€I@Vhile
it makes sense for the ADSU to investigate monegdaring offenses under the DDA, the need for esidin
of labor within the CID (i.e., between the Speciall and the Fiscal Unit) is less obvious and ttteal role of
the Fiscal unit in money laundering cases was raatenentirely clear. The number of police officetmwnay
conduct prosecutions is unclear, so is their tnginwhile it is clear that they receive generalsgcutorial
training, the mission was not aware of that tragrawldressing the prosecution of money launderisgsa
under the FIAMLA and the DDA.

370. The ICAC has a large number of staff, most of whs;hhowever, dedicated to the fight against
corruption.

371. The fact that the AGO’s senior officers deal boithwivil and criminal work, as opposed to being
specialized in one type or the other, does notssecdy raise concerns in the sense that moneyléing
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cases are usually prosecuted by the same persanBavh become specialized in the matter through
practicé®.

372. The delays observed in the issuance of court ortersssary for the purposes of the investigatieas |
by the ICAC or the Police would tend to indicatattthe resources of the Courts are not sufficieatasorb all
aspects of their work.

Integrity of Competent Authorities (c. 30.2):

373. The “Principles of Police Ethics” require all paiofficer to act with fairness and to carry outithe
functions with integrity and impatrtiality. They alsipon them to perform their duties with diligene®gking
proper use of their discretion and set out theuarstances under which they may, if necessary, reoairse
to the use of force.

374. The employment of ICAC staff is governed by the [ICAGeneral Conditions of Service, Code of
Conduct and Procedure for Discipline”. Upon sigréngontract of employment, any new staff must acicep
writing the terms of the General Conditions and tntaise an oath of secrecy for all matters relatinbis or
her employment. Under the General Conditions, r&hermust also ensure that none of his or hersalssag
him or her into conflict with his or her duties.dre is however no additional requirements dealiily staff
integrity and ethics.

375. No information was provided for the other relevaathorities.
Training for Competent Authorities (c. 30.3):

376. The ICAC has organized a training for its staffAdiL measures with the assistance of the Office of
Technical Assistance (OTA) of the United Statesv&ament. A two-week course was provided in ead72
and regular visits from the OTA mentor to the ICA&e been scheduled over a period of two yearse [dbn
the other authorities responsible for the invesitigeand the prosecution have been provided or bayanized
comprehensive AML training for their staff, but seal of the persons met had participated in adskeounars
and workshops conducted overseas by other couotriesernational organizations.

377. Some authorities have explicitly expressed the WasHurther training in anti-money laundering
measures and procedures, as well as in money langdeends. The assessors found that furtheritrgiand
education would be beneficial overall.

Additional Element (Rec 30) - Special Training fdudges (c. 30.4):

378. No AML training is provided to judges of the Intezdiate and Supreme Courts who try money
laundering cases lodged before them under the FIAMIhd the DDA and the mission was not made aware of
their participation in ad hoc seminars abroad.

20 Moreover, the authorities mentioned that, as of&aty 2008, the prosecutors no longer deal with lotil and
criminal work; they are attached to either thelaivithe criminal units (see footnote to para. atMdve)



98
Implementation and Statistics (applying R.32):

379. The police officers and the ICAC regularly make asthe powers vested upon them by the various
acts and regularly apply for court orders granthmem access to the necessary documents, or alldtémg to
search and seize as necessary. According to therdigs, the delivery of the court order is usyddlirly

swift, but can take up to one month depending erjutige’s availability.

380. The ICAC issued some 40 search warrants in moneydkxing investigations. The number of court
orders that it requested are set out below:

Table 21. Applications made by the ICAC to the
Judge in Chambers for ML investigation

2002 | 2003 2004 | 2005 2006 2007
Attachment - 3 7 8 6 7
Order
Disclosure - - 7 24 18 86
Order

381. See also the statistics under Recommendations 2 fordhe number of ML investigations conducted.

382. It seems that in some instances, the need of Westigative authorities is not particularly well
understood by the Judges in Chambers, in partiguthrrespect to the disclosure of financial recofeurther
training, not only on money laundering techniquesdiso on the functioning of the overall framewarid the
respective roles of the various authorities invdlgeems particularly

383. Overall, the authorities appear to have sufficgawers to conduct their respective functions in an
appropriate fashion, but the need for AML/CFT tiagnwas perceived by the assessors as important in
number of instances and in particular within thégeg ICAC, and the judiciary.

2.6.2 Recommendations and Comments

. The authorities are recommended to reconsideritisgah of money laundering cases (other than
drug-related cases) within the Central CID anthéf division is maintained, ensure that the respect
roles, functions, and powers of both units arerbjasefined;

. They are further recommended to ensure that attesharders may be provided on a timely basis;

. In order to facilitate the investigations of monayndering cases initiated on the basis of an H1R,
recommended that the authorities ensure thatalidglevant authorities involved in the investigatio
prosecution, and trial of money laundering caseg laacommon understanding of the purpose and the
use of the FIU reports as intelligence (as opptsedidence) which should provide sufficient grosind
to initiate and focus subsequent investigationsyelkas to obtain the necessary court orders for
disclosure of any necessary records, including baoérds.
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. It is also recommended that further training on htaws’s AML/CFT framework and on money
laundering as well as terrorist financing trendd gpologies is provided to all authorities invadvie
the fight against money laundering and terrorisaficing.

. On a minor point and in order to avoid any confasas to the initiation of ICAC-led investigations
into money laundering cases, it is also recommetiaiicthe authorities bring the wording of Section
19(1) (0) of the POCA in line with the possibilgieffered by Sections 45(2) (a) and 46(1) (a) af th
same act.

2.6.3 Compliance with Recommendations 27 & 28

Rating Summary of factors relevant to s.2.6 underlying overall rating

R.27 LC o The role of the Fiscal Unit (Central CID) is not entirely clear and the
relevance of the Unit in the AML framework was not established.

R.28 LC o The process by which the investigative authorities may be granted
orders for disclosure seem unnecessarily lengthy.

o The timing of attachment measures does not always seem to be

appropriate, with orders for attachment being requested or being
granted too late.

2.7 Cross Border Declaration or Disclosure (SR.1X)
2.7.1 Description and Analysis
Mechanisms to Monitor Cross-border Physical Transgation of Currency (c. 1X.1, IX.2, IX. 4):

384. In 2006, the Customs Act 1988 (the “Customs Actdsvamended to include a provision on cash
couriers set out in Section 131A. In February 2@0disclosure system was implemented by the Customs
Authority (which, since July 2006, has been a phthe Revenue Authority). Section 131A(1) of thes@ms
Act allows the Director General of Customs (defity Section 4 of the Mauritius Revenue Act to i
any customs officer) to, “on reasonable groundsg/ire any person making a physical cross-border
transportation to make a written truthful discl@son a form approved by the Director-General, efdmount
of currency or bearer negotiable instruments irpbssession, their origin and their intended uSech
disclosures are kept by the Customs Authority eir theadquarters.

False Disclosure of Currency (1X.2)

385. Section 131A(2) states that “any person makingsalosure under subsection (1) may be questioned
by an officer on the particulars of the disclosamne in the course of any questioning, the officay mmspect

the person’s travel documents including passpadiissez-passer and tickets.” Section 131A(3gstHiat
“where an officer has reasonable cause to belleatethe disclosure made by a persons under subisédiis
false or misleading in any material particular, dftcer may detain and search the person in aecmae with
section 132.” Section 132 allows a customs offtoadtetain and search a person whom the officeeedi is
unlawfully carrying any goods subject to the cohtfoCustoms or any prohibited goods. Banknotes are
classified under the “H.S.Code,” heading 49 07.100Be first schedule of the Customs Tariff Art 9%nhd are
therefore subject to customs control. This allowstGms to detain currency where there is a falsaalure.

386. While the Customs Act provides that the disclogevisions apply to both inbound and outbound
transportation of cash in that “physical cross-leotdansportation” is defined to mean in-bound wrlmound
physical transportation of currency or bearer negt# instruments from one country to another coulii
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practice, the Customs Authority only has a preseémtiee arrivals hall of the airport and at theais area for
ferries which come in from Madagascar, Reuniomigland Rodrigues. Customs officers are only avigilaib
the departure area of the airport if they recereglible information in advance that someone ofregeis
leaving Mauritius. After the onsite visit, the Caists Authority indicated that they are now presenaanore
regular basis in the departure area of the afp@tistoms have indicated that they will be preseatl
departure halls at the ports in 2008. Containe¥xanyed with large container x-ray machines sarapling
basis. Approximately 10 percent of containers arayed. A smaller x-ray machine will be in servipethe
end of 2007 at the new courier facility locatedrriba airport. DHL has the largest amount of caunigsiness
in Mauritius. Customs officers will be presentfastfacility in 2008.

387. Inbound suitcases at the airport are x-rayed @ndam basis by a private local security company
employed by the airports authority. All departinftsases are x-rayed but the private local secadtypany is
looking for weapons and explosives and not for aadbearer instruments. There is currently no sénggeof
hand luggage although the Customs Authority i©infinal stages of seeking tenders for four haneesing
machines which will be placed at the arrivals halhe airport, the main post office, a new couiaeility
which is located at the airport for parcels, anthatferry terminal for ferry passengers cominfyam
Madagascar, Reunion Island, and Rodrigues. Theskings should be in place at the above locations by
mid 2008.

388. Note also that only inbound and outbound personseastopped and searched. The law does not
apply to transit passengers.

Restraint of Currency (c. IX.3):

389. Under Section 131A(4), if the customs officer suspethat the money or bearer negotiable instrument
disclosed is involved with money laundering oraest financing, the officer must refer the matthe
police. In this case, the currency will be restedin

390. After the on site visit, the authorities advised thission that in the case under Section 131A(Bgre
the officer has detained the person because fivembelieves that there is a false or misleadiisglosure,
the currency will be restrained. This is legallyspible under Section 151(a) of the Customs Act wktates
that: “the following goods may be seized by anagfi(a) all goods imported into Mauritius, incluglibut not
limited to those listed below in relation to whiah offense under the customs laws is reasonabbestes] to
have been committed by any person.” Section 13¥fgtes an offense for a person making a false or
misleading disclosure, fails to answer questiordeuiBection 131A(2) or who refuses to make a dssckn
Therefore, the Customs Authority has the poweestrain the currency. Large amounts of currendybei
transferred by the Customs Authority to the Ceratk for safekeeping until the matter is disposied
Smaller amounts are kept in the Customs safe @dhteor the Airport.

Access of Information to FIU (c. IX.5):

391. While the Customs Authority keep the written distices made by passengers, the FIU has no direct
access to them. The Customs Authority advised ibsiom after the on site meeting of cases whene thave

21 |n March 2008 the Customs Department advised tlssion that it had implemented a disclosure systeautbound cross-border
transport of currency and is intending to do theesat courier services. The mission could not iededently verify this.
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been detentions of currency through false or misiepdisclosures. There is, however, no legal [zion
which authorizes the Custom’s Authority to maketsdisclosures to the Ffl

Domestic Cooperation between Customs, Immigratiod &elated Authorities (c. IX.6):

392. There is coordination to some degree with the dpadise. When hard drugs (usually heroin) are
detected, usually in small amounts of one kilo,dhggs are seized by the Customs Authority ancetiover
to the ADSU group of the police (who are respomsfbl drugs interdiction) who use the drugs to catd
controlled delivery operations). The Customs Autigdhave contacted the police in relation to tveses of
cross boarder transport of cash or precious metétls: the onsite mission, the authorities advidett one
case has already been prosecuted and anotherasnayd No case of money laundering or terrorisricing
has been reported to the police by customs to date.

393. There is a legal gateway for this cooperation urSmtion 131A(4) where the Customs Authority
suspect money laundering or terrorist financingti®a 10(2) of FIAMLA also allows the Customs Autftg
to cooperate with the FIU regarding AML/CFT mattatghile the Customs authority will advise the Flhbat
areas of concern as well as specific cases, it wloiealways do so in a timely manner. Recent pissiases
of money laundering are currently being investiddig customs but they will not advise the FIU ar ffolice
until they have completed their investigations.

International Cooperation between Competent Authes relating to Cross-border Physical Transportati
of Currency (c. I1X.7):

394. Mauritius has entered into Customs Mutual Admiaiste Agreements (CMAAS) with a number of
countries. Mauritius has signed CMAAs with The ¢diom of Belgium, the Islamic Republic of Pakisttg
Republic of Madagascar, France, the United Statdgree Netherlands. The Customs Authority is also a
member of the WCO.

Sanctions for Making False Declarations / Discloses (applying c. 17.1-17.4 in R.17, c. I1X.8 and Stowes
for Cross-border Physical Transportation of Currepdor Purposes of ML or TF (applying c. 17.1-174 i
R.17, c. 1X.9):

395. Section 131A(5) creates an offense for making fdiselosures, refusing to answer questions or
refusing to make a disclosure under Section 13BAc8ons for conviction of this offense includdraefnot
exceeding 500,000 rupees and imprisonment foma et exceeding three years. In practice, if &@ager is
convicted of a false statement, the person woulildeeto leave Mauritius when that person has frea

fine. For example, in one case, the person wasd #0000 rupees by the Supreme Court but had thedse
money restituted to him under the same court order.

396. There is no specific offense or sanction in thet@us Act for persons who carry out a physical cross
boarder transportation of cash for money laundesinigrrorist financing purposes. For this, thehauties

rely on the money laundering and terrorist finagadffenses in the FIAMLA and the terrorist finangin
legislation, respectively.

%2 |n March 2008 the Customs Authority advised thesssient team that there is an MOU between the @gsAaithority and the FIU
under which Customs “shall provide data and anth@érrinformation related to intelligence, statistar similar information as may be
requested by the FIU in fulfilling its function asttategic action under FIAMLA 2002.” The assessnteam could not independently
verify this.
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Compliance with Special Recommendation 1X

Rating Summary of factors relevant to s.2.7 underlying overall rating

SR.IX | PC Very limited outbound disclosure system; no gateways for disclosure of
information to the FIU or to foreign customs services; currently no ability
to check passengers against the UN 1267 lists;

3 PREVENTIVE MEASURES—FINANCIAL INSTITUTIONS
Customer Due Diligence & Record Keeping
3.1 Risk of money laundering or terrorist financing

397. As the Mauritius economy becomes more global, igleaf money laundering increases. For example,
as the International Resorts Schemes program iseseanore foreign high net worth individuals wil b
buying expensive resort property in Mauritius aatllisig the transactions through the Mauritius hiagk
sector. The Bank of Mauritius is well placed to rit@nthis increased business risk. With regarchohialance
of risk of money laundering and terrorist financtodinancial institutions, the mission concludedttthe
potential risk was greater in the banking sectore-dictor regulated by the Bank of Mauritius—thandther
sectors. The banking sector is the largest sattmppears to be more international in its outlaok it is
actively seeking to attract customers from outdiideiritius. The customer bases of the insurance and
investment sectors—regulated by the FSC—arergyndomestic, although some investment firms are
successfully attracting foreign customers. The imishas taken account of this balance of risk enretings it
has issued for section three.

398. Historically, the FSC has concentrated its focusnamagement companies, which administer legal
persons and legal arrangements which it considenave a higher risk of money laundering than oseetors
that it regulates.

3.2 Customer due diligence, including enhanced or reded measures (R.5 to 8)
3.2.1 Description and Analysis

399. The Financial Intelligence and Anti-Money Laundgrifct 2002 and the Financial Intelligence and
Anti-Money Laundering Regulations 2003 (as ameride2D05) are the primary legislations that impdse t
adoption of preventive AML/CFT measures on finahigiatitutions. Section 17 of the FIAMLA lays down
the requirement for a financial institution to urtd&e verification of identity of all customers aother
persons with whom they conduct transactions atkeép records. These requirements are bolstered by
Section 55 of the Banking Act 2004, which provitlest only persons whose true identity has beermlkstad
may open an account for deposits of money.

400. Two regulatory bodies are particularly relevant wiensidering the AML/CFT measures required of
financial institutions. The Bank of Mauritius issponsible for banks, nhonbank deposit taking insits

(mainly leasing companies which are regulated byBank of Mauritius for deposit-taking activitiesdaalso

by the FSC for their leasing activities) and cashlérs. It has issued Guidance Notes on Anti-Money
Laundering and Combating the Financing of Terrorismtil the mission, the FSC operated under the
Financial Services Development Act 2001. This Aasweplaced by the Financial Services Act 2007duri
the mission. Until the mission the FSC regulatagtdtment and insurance institutions under the arste Act,
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the Securities (Central Depositary, Clearing antlé@eent) Act, the Stock Exchange Act, the UnitStrAct
and any trustee managing a unit trust establishddnthe Unit Trust Act. During the evaluation,ewn
Insurance Act 2005 and a new Securities Act 200%cato force, which repealed the Stock Exchangk an
Unit Trust Acts, although there are savings pravisi The FSC has issued a Code on the Preventidorugy
Laundering and Terrorist Financing intended forelstiment Businesses and a Code on the Prevention of
Money Laundering and Terrorist Financing intendadifisurance Entities.

401. The Bank of Mauritius is a long-established supmy body. It was clear to the mission from
meetings with the Bank and with institutions itutdes and supervises that the central bank Hasraugh
and professional grip on institutions. It knowsiitstitutions and treats breaches of standardeissyi.

402. Section 50(5) of the Bank of Mauritius Act 2004 dfies that any person who does not comply with
guidance issued under Section 50(4) (for exampieBank of Mauritius Guidance Notes on AML/CFT)lsha
commit an offense and shall, on conviction, beléidb a fine not exceeding 500,000 rupees and to
imprisonment for a term not exceeding five yeadsmilarly, Section 100(4) of the Banking Act 200dbyides
that any person who fails to comply with guidelimesied under Section 100 (for example, the Bank of
Mauritius Guidance Notes on AML/CFT) shall commit@tfense and shall, on conviction, be liable fona
not exceeding 100,000 rupees and to imprisonmergxueeding 2 years. These two laws provide strong
penalties for breaches of the Bank of Mauritiusdance Notes on AML/CFT. A number of the FATF Gide
in the methodology are required to be in law outation issued or authorized by a legislative baslythe
Bank of Mauritius Guidance Notes are not law owutation under the FATF's Methodology (notwithstarg
the criminal penalties that apply to breaches ef@idance Notes), they cannot be treated as lamgotation
when considering the asterisked Criteria in theRHddblogy.

403. Under the Methodology, a number of the Criteria haymet by “other enforceable means” rather than
by law or regulation. Other enforceable meangsefeguidelines, instructions, or other documents
mechanisms that set out enforceable requiremethssanctions for noncompliance and which are isfyeal
competent authority (e.g., a supervisory body)ro8RO. Implementation of the framework is a keyrelat

in assessing enforceability. The sanctions for nomdiance should be effective, proportionate, aisdudsive.

404. The Bank of Mauritius has issued detailed Guidaweotes on AML/CFT which generally appear to be
implemented by financial institutions. The Guidahes are subject to sanction and the Bank of kasir

has applied sanctions for failures of their licersseegarding AML/CFT measures. For the purposéisi®f
report, the Guidance Notes are treated as enfdeceab

405. Following its meetings with executives of the BarilMauritius and representatives of financial
institutions that it licenses, the mission conchlitteat the Bank of Mauritius has adopted a veripasrand
professional approach to countering money laundeaird terrorist financing, and that it has madengjr
efforts to supervise and monitor its licenseesis tegard.

406. The FSC has issued AML/CFT Codes to its various bam Until the enactment of the new Financial
Services Act during the evaluation, the FSC hadmparatively limited range of sanctions in respéct
AML/CFT. Administrative enforcement action was lted to the issue of directions to comply with thel€s
and the revocation of licenses. In discussionsnduthe evaluation some FSC executives advisedhbgtfelt
they would have had difficulties in applying sanas for breaches of the Codes due to possibledBiggal
authority. In March 2008, the FSC’s Chief Execuiivdicated to the mission that he was of the vieat the

FSC had the regulatory powers at the time of thet®@mission to impose sanctions. Therefore, the®a
reluctance to apply sanctions except where thestdokan a court determination of a case or thesmem
question approached the FSC with a concern abeutdtvn operation. Examples of sanctions which Iheeh
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issued were not provided during the evaluation.axteless, after the mission, the FSC provided piesrof
directions issued to insurance companies in resgguior AML/CFT measures. In light of this, thession
considers the Codes to be enforceable. The missiord that some institutions subject to supervigignhe
FSC had sound AML/CFT measures in place, whilerdibensees were either not subject to Codes or
compliance with the Codes was not complete (sepdhegraphs on implementation below). Some licefise
not subject to one of the Codes, such as leasitdeatoring businesses, are subject to licensimglitions
which require, inter alia, that such licensees khadopt, enforce and re-assess on an annualthasgis
AML/CFT frameworks.

407. The FSC has advised the mission that, where tkefiSIL/FT was perceived to be relatively high,
namely, with respect to investment businessegjefinition of Investment Businesses under the Jode
Investment Businesses was extended by FSC to eagitwperators within that sector. With regardhe
other financial institutions it licenses, the FS&S ladvised that, for those not captured by thenidiefn of
financial institution under the FIAMLA, the risk ofioney laundering was perceived to be low andetbeg,
no AML/CFT measures were issued by the FSC. Umtilintroduction of the new Financial Services Alog
statutory on-site inspection powers were limited.

408. The introduction of the Financial Services Act 2@Qiring the mission means that the FSC now has a
much greater arsenal of powers of sanction andaéxph-site inspection provisions. Based on meagiwith

FSC staff, it was clear to the mission that, gdiorgvard, the FSC intends to use the tools in the Aet to
enforce the AML/CFT framework it administers.

409. The foregoing should not detract from the significefforts made by the FSC to conduct on-site
inspections and to encourage a culture of AML/CBinpliance among institutions in the years priothi®
mission.

410. Implementation of AML/CFT Measures across the RegglFinancial Institutions

411. A number of the types of financial institution afided by the FATF are not covered by the Bank of
Mauritius Guidance Notes or the FSC’s Codes. ThekBd Mauritius regulates deposit takers (banks and
other deposit takers) and cash dealers (definperasns licensed by the Bank to carry on the basioé
foreign exchange dealer or money-changer). The iBgrkct 2004 includes in the definition of banking
business such services as are incidental and megassanking. The Bank of Mauritius has succdlstised
this definition to license wire transfer serviceyiders in Mauritius and consider the definitiorvers money
and value transfer services. Nevertheless, theani$ss concerns that in the absence of an explicitclear
provision bringing wire transfer providers into thauritius AML/CFT framework means the interpretatiof
the banking legislation by the Bank and the sudaksssolution of a challenge to that interpretatroay be
problematic. The mission has concerns that vahrester services are not covered by the legislakaplicit
provisions in legislation also do not cover thelisg and means to payment and trading in money ehark
instruments.

412. The coverage of the supervisory framework of th€ F&yarding nonbank institutions is demonstrated
in the table below which specifies whether nonbasktutions in the FATF definition of financial stitutions

are covered by the AML/CFT legislative frameworklahe regulatory laws and license conditions isdned

the FSC. As three new laws (the Financial Serviag2007, the Securities Act 2005, and the Insusahct
(2005) came into force during the mission, thedat@monstrates the position prior to the missiahduring

the mission (Y indicates that a type of institutisrtovered, X indicates that a type of institutismot

covered).
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. FIAMLA - Financial Intelligence and Anti Mondyaundering Act 2002

FSDA - Financial Services Development Act 20@péaled by FSA)
IA 87 — Insurance Act 1987 (repealed by Insueatct 2005)

SEA 88 — Stock Exchange Act 1988

AML LC — AML Requirements imposed by FSC by vy icensing of Conditions

FSC Codes — FSC Codes on the Prevention of MLT&nintended for Insurance Entities and InvestnBarginess

FSA — Financial Services Act 2007
IA 05 — Insurance Act 2005

. SA 05 — Securities Act 2005
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a) Licensed under section 14 of the FSD Act.

b)These financial institutions will be either licaa under the FSA (Asset Managers — non securitiag)der the Securities Act 2005
(Investment Advisers) depending on whether thetasg# be non-securities or securities.

c) To be licensed under the Securities Act 2005.

413. Prior to the mission, in order for the full AML/CHTamework to apply to institutions, the table wabul
need to show with a Y that the FIAMLA, the Finah@arvices Development Act, the Codes and a retevan
regulatory law applies to each type of finanaietitution. The table currently shows that thiaasg always the
case. Lending and leasing institutions are not /by AML/CFT law, regulation or other enforceable
means. While stockbrokers were regulated undeBtbek Exchange Act 1988 before the evaluation,
investment dealers trading in transferable seegrifiarticipating in securities issues and undertpkidividual
and collective portfolio management were not retgalaintil during the mission. Total coverage of the
safekeeping and administration of cash and lige@isties was not completely covered until the tohéhe
mission. The new Securities Act sets out a entdhliwensing and regulatory framework for a widerge of
intermediaries, including various categories okistynent dealers (full service investment dealeokdrs and
discount brokers), who must apply to be licensatkuthe Securities (Licensing ) Rules 2007 madeutite
Act and which came into force on 28 September 2007.

414. In addition, the AML/CFT framework does not appeacover providers of financial guarantees and
commitments; trading in exchange, interest rateiatelx instruments and otherwise investing, adrtenisg

or managing funds or money on behalf of other pexs®here are also 120 co-operative credit unions i
Mauritius with assets of 1,692,202,849 rupees, raiag to statistics provided. These credit uniores a
registered with a Registrar of Co-Operatives artdniitn the FSC. The credit unions are not subjethe
AML/CFT framework but are required to be coveredty FATF standard in that they are collecting
repayable funds from their members and loaningeliosds on commercial terms to their members.

415. The risk implications of the institutions not cogdrby the AML/CFT and regulatory framework could
not be judged by the mission — the Mauritius adtiesrdid not provide a risk assessment to theiomnss

Prohibition of Anonymous Accounts (c. 5.1):

416. In respect of the identity of customers, sectiorobthe Banking Act 2004 provides that every
financial institution shall only open accounts f@posits of money and securities, and rent outdegfesit
boxes, where it is satisfied that it has estabtighe true identity of the person in whose nameuhds or
securities are to be credited or deposited orrtheitlentity of the lessee of the safe deposit bexhe case
may be. In addition, it states that every finantiatitution shall require that each of its acceum properly
named, at all times, so that the true owner oftt@munts can be identified by the public and noenahall be
allowed that is likely to mislead the public. Widference to numbered accounts, section 55 of #mkiBg
Act 2004 provides that every financial institutisimall require that each of its accounts be propaiyed at all
times, so that the true owner of the accounts eaddntified by the public and no name shall bevedid that
is likely to mislead the public. This prevents thaintenance of numbered accounts.

417. Section 17 of the FIAMLA requires financial institans, cash dealers and members of relevant
professions and occupations to verify, in such reaas may be prescribed the true identity of edta@mers
and other persons with whom they conduct transagtiBurthermore, regulation 3 of the Financiallligence
and Anti-Money Laundering Regulations 2003 expsepsbhibits financial institutions from opening
anonymous or fictitious account.
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418. Section 17 of the FIAMLA and regulation 3 of the&ncial Intelligence and Anti-Money Laundering
Regulations 2003 also apply to institutions regddty the FSC. The Codes also contain detailedgoms
on identifying and verifying customers.

When is CDD required (c. 5.2):

419. Section 17(a) of the FIAMLA requires every bankgincial institution, cash dealer or member of a
relevant profession or occupation to verify, intsaganner as may be prescribed, the true identia}l of
customers and other persons with whom they cortdarcsactions. In this respect, regulation 4 offimancial
Intelligence and Anti-Money Laundering Regulati@@93 provides that subject to regulation 5 (whiehes
that relevant persons need not comply with idesgtitfon procedures in respect of a limited ranggpetified
types of customer), every relevant person shathéncircumstances set out in paragraph 2 of régnld,
establish and verify:

(@) the identity and the current permanent addveas applicant for business; and

(b) the nature of the applicant's business, haftmal status and the capacity in which he is
entering into the business relationship with tHevant person.

420. The circumstances in paragraph 2 of regulatiorfetned to above are:
(@) where the parties form, or resolve to formuaitess relationship between them;

(b) in respect of a one-off transaction, wherelevant person dealing with the transaction knows
or has reasonable grounds to suspect that theattéms is a suspicious transaction;

(© in respect of a one-off transaction, where payinis to be made by, or to the applicant for
business of an amount in excess of 350,000 rugeas equivalent amount in foreign currency; and

(d) in respect of 2 or more one-off transactionisexe it appears at the outset or subsequently to a
relevant person dealing with any of the transastitimat the transactions are linked and that tta to
amount, in respect of all of the transactions, Whiécpayable by or to the applicant for business is
excess of 350,000 rupees or an equivalent amodatergn currency.

421. Where, at the time of the transaction, the amotintaney involved is not known, the obligation to
establish the identity of the applicant for busgapplies as soon as the amount becomes knowe or th
threshold of 350,000 rupees cash, or an equival@ount in foreign currency is reached.

422. Law or regulation does not cover the undertakingustomer due diligence where there is a suspicion
of money laundering in connection with a non-oamaal transaction and where the institution has toub
about the veracity or adequacy of previously olgdioustomer identification information. Paragr&@8 of

the Guidance Notes on AML/CFT requires financiatitutions to undertake customer due diligence oness
where it has not satisfactorily established ordwmsbts or suspicion regarding the true identitthef customer.

423. The Bank of Mauritius has also provided finanamtitutions falling under its purview with guidance
on when they are required to carry out customerdiligence measures. Paragraphs 6.24 to 6.35 of the
Guidance Notes on AML/CFT emphasize that finanaistitutions need to obtain all information necegda
establish to their satisfaction the identity of #pgplicant for business and the purpose and nafuhe
business relationship. The Guidance Notes als@ooptovisions on wire transfers which require ANGET
measures to be undertaken in respect of all waresters.
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424. Regulation 4 of the 2003 Regulations also appbe=ntities regulated by the FSC.

425. In addition, section 4 of the FSC’s Codes on trevémtion of Money Laundering for investment
entities and insurance entities require finaneiatiiutions to undertake effective customer duigelice
measures:

establishing a business relationship with an apptifor business;

carrying out a one-off transaction or occasioresactions where the total amount of the transatidhich is
payable by or to the applicant for business is al880,000 rupees or an equivalent amount in foreign
currency; or

there is a suspicion of money laundering or testdimancing.

426. This final bullet point is in addition to the regtibns as it goes beyond occasional transactions to
cover suspicion in all circumstances.

Identification measures and verification sources. & 3):

427. Section 17(a) of the FIAMLA requires every bankgincial institution, cash dealer or member of the
relevant profession or occupation to verify, intsaganner as may be prescribed, the true identia}l of
customers and other persons with whom they cortdartsactions. Regulation 4(4) of the Financial
Intelligence and Anti-Money Laundering Regulati@®3 provides that, subject to the exceptions in
regulation 5, every relevant person shall, in iheumstances set out in paragraph (2), establidhvarify:

(@) the identity and the current permanent addseas applicant for business; and

(b) the nature of the applicant's business, hafiial status and the capacity in which he is
entering into the business relationship with tHevant person.

428. Subject to paragraph (6), which deals with intrdibuns, where an applicant for business is an
individual customer, he shall, for the purposeparfigraph (1)(a), submit to a relevant personotiggnal or a
certified copy of an official valid document comteag details of his current permanent addresscente
photograph of him and such other documents as magduired, to enable the relevant person to eskakhis
identity. Proof of identity shall be evidenced{lie case of:

(a) a body of persons, whether corporate or unparated, by:

) official documents and such other informati@nnaay be required which collectively establish
their legal existence;

(i) a certified copy of the resolution of the Bdaf Directors or managing body and the power of
attorney granted to its managers, officers or eygae to transact on its behalf; and

(b) every manager, officer and employee referreéd sub-paragraph (a)(ii), by the same
documents as those specified in paragraph (4).
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429. According to the Interpretation and General Clausgswords applied to a person or individual shall
apply to and include a group of persons, whethgsarate or unincorporated.

430. The Bank of Mauritius has also in the Guidance Blate AML/CFT provided banks, non-bank deposit
taking institutions and cash dealers with guidamtédentification procedures to be applied to tlcestomers
and clients.

431. Paragraph 6.45 onwards deals with the account ngeaguirements for personal customers.
Applicants for business who are not resident in Mias but who make face-to-face contact with afioial
institution, should be required to complete a stadépplication form which should incorporate thkofving
details: true name; current permanent addressingaitidress; telephone and fax number; date ace pla
birth; nationality; occupation and name of emploffeself employed, the nature of the self employthe
signature/signatures; authority to obtain an inddpet bank reference. The form, duly filled in minst
supported by a clear legible copy of any of théofeing documents: National Identity Card; curreatia
passports; current valid driving licenses; armeddse identity card.

432. Paragraph 6.48 states that it is most importanttieaprocedures adopted to confirm identity fanno
face-to-face verification be at least as robushase for face-to-face verification.

433. Non-Residents applying from abroad should be requio complete a standard application form,
which should incorporates similar details to thftgeresidents except that passport details, oradatildentity
Card, driving license or armed forces identity caethils have been added to the form. The appbicddrm,
duly filled in, should be accompanied by any of fihliélowing supporting documents to verify identity:
National Identity Card; current valid passportsyent valid driving licenses; armed forces identigyd. This
supporting documentation should be duly certifisddrue copy by a lawyer, accountant or othergzgibnal
persons who clearly adds to the copy (by meansstdrap or otherwise) his name, address and professi
aid tracing of the certifier if necessary and whilel financial institution believes in good faithlie acceptable
to it for the purposes of certifying. For addrpssposes the institution should obtain an origoratertified
copy of a utility bill addressed to the applicanthee address from which he, she or they are apglygnd an
original or certified copy of a bank statement added to the applicant at the address from whichHgeor
they are applying.

434. Provisions are also included on locally residermt fameign companies, partnerships/unincorporated
businesses, clubs and charities, societies and ttassummary, for individuals who are controlldale same
documents are required as for the identificatiopessonal customers. For companies official docusnen
which collectively establish the legal existencehaf entity should be obtained. For unincorporaesinesses
the necessary license given by the competent atiéisaior the conduct of such business should haested
and retained. In the case of partnerships, annaiigir certified copy of the partnership deed stidod
obtained. With regard to clubs and charities, &ftd copy of the constitution should be requegtee Bank
of Mauritius may wish to consider adding a refeeetwretention as well). In the case of societt@s original
or certified copy of the Acte de Societe shoulddspiested and obtained. Finally, for trusts, aediéxtracts
of the original trust deed or probate copy of thik aveating the trust should be requested andiobth

435. Section 4 of the FIAMLA and the underlying regubais also apply to entities regulated by the FSC.

436. In addition, section 4 of the FSC’'s AML/CFT Codes\pde that CDD measures that should be taken
by financial institutions include identifying aneénifying the identity of the applicant for businessng
reliable, independent source documents, data omration.



111
Identification of Legal Persons or Other Arrangemén(c. 5.4):

437. Section 17(a) of the FIAMLA requires every bankgincial institution, cash dealer or member of the
relevant profession or occupation to verify, intsaganner as may be prescribed, the true identia}l of
customers and other persons with whom they cortdarcsactions. In addition, regulation 4(7) of theafcial
and Anti-Money Laundering Regulations 2003 spesifieat a relevant person shall, at the time ofbistang
the business relationship, take reasonable meatsudesermine whether the applicant for businesgisg on
behalf of a third party.

438. Regulation 4(1) of the Financial Intelligence anatiAMoney Laundering Regulations 2003 provides
that every relevant person shall, in the circuntstarset out in paragraph (2) of the Regulatiomjéish and
verify, inter alia, the identity and permanent addrof the applicant for business, the natureeoffiplicant's
business, his financial status and the capaciyhich he is entering into the business relationghip the
relevant person.

439. The language of the legislation does not requirdieation that a person is authorized to act ohédtie
of the customer.

440. With reference to Criterion 5.4(b), subject to mmegoh (6) of regulation 4, regulation 4(5) provides
that proof of identity shall be evidenced, in tlase of a body of persons whether corporate or anpocated,
by, inter alia, official documents and such otlm#oimation as may be required which collectiveliabbsh
their legal existence. Under the Interpretation thig reference to body of persons includes alliggrsons
and legal arrangements.

441. The Bank of Mauritius Guidance Notes on AML/CFT yides banks, nonbank deposit taking
institutions and cash dealers with guidance ontifiestion procedures to be applied to their clgent
Paragraphs 6.56 to 6.76 of the Guidance Notes gealétailed information on account opening for
institutions.

442. With regard to locally incorporated companies, geaph 6.56 specifies that financial institutions
should verify the identity of those who have cohtreer the company’s business and assets, morieydarty
their directors, their significant shareholders #ralr authorized signatories. Institutions shaalkb verify the
legal existence of the company.

443. Paragraph 6.57 states that the following docunshsid be obtained and retained in the case of
locally incorporated companies:

® In respect of employees authorized to open andatgpaccounts on their behalf, their directors
and significant shareholders the same documeraseagquired for the identification of a personal
customer;

(i) A certified copy of the resolution of the Boardlifectors or managing body and the power of
attorney granted to its employees to open and ¢oad@ accounts on their behalf; and

(iii) Official documents which collectively establish tegal existence of that entity, e.g., the
original or certified copy of the certificate oftiorporation of the company, details of its regestier
office and place of business etc.
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444. Paragraph 6.58 adds that enquiries should be madmfirm by verifying with the Registrar of
Companies, that the company continues to exishasdot been, or is not in the process of beirsgotired,
struck off, wound up or terminated. Institutione advised that in cases of doubt enquiries shaailthdde by
conducting a visit to the place of business ofdbmpany, to verify that the company exists forgitimate
trading or economic purpose.

445. Where the applicant for business is a foreign campparagraph 6.60 provides that the same
documents as are required for locally incorporamdpanies should be requested and retained.

446. Where the applicant for business is a partnershgmainincorporated business, paragraphs 6.63 and
6.64 state that the necessary license given bydimpetent Authorities for the conduct of such bessshould
be requested and retained and in the case of petiipg, an original or certified copy of the parsigp deed
obtained.

447. In the case of accounts to be opened for clubkarites, paragraph 6.67 states that financial
institutions should at the very beginning sati$fgrnselves as to the legitimate purpose of the orgéon by
requesting a certified copy of the constitutioritedf club or charity and also in case of doubt byimgpa visit
to its premises, where practicable, to satisfy gelues as to the true nature of its activities.yTiay also
satisfy themselves by independent confirmatiorefgurpose of the club or charity.

448. Inthe case of sociétés, paragraph 6.70 provigeghk original or certified copy of the Acte de
Société should be requested and retained. For Neausociétés, paragraph 6.71 states that thedialan
institution should ensure, by verifying with thedfsrar of Companies, that the société continuexist. As
regards foreign sociétés the financial institutwould obtain a certificate of good standing frévan, as
required by paragraph 6.72.

449. Inthe case of trusts, paragraph 6.75 providesciwified extracts of the original trust deed ovlyate
copy of a will creating the trust, documentary evide pertaining to the appointment of the curnerstées and
the nature and purpose of the trust, as well agrdentary evidence as are required for personaboess on
the identity of the current trustees, the settiad/ar beneficial owner of the funds and of any ouliér or
similar person having power to appoint or remowetthistees should be requested and retained.

450. Section 17(a) of the FIAMLA and regulation 4 of tinederlying regulations also apply to the entities
regulated by the FSC. Regulation 4(5) provides fjpobaentity to be evidenced when providing formagers,
officers and employees to act on behalf of a Ipgason.

451. With reference to Criterion 5.4(b), paragraph 4df.the FSC’s Codes set out detailed requirements
with respect to legal persons and arrangementghEguurposes of the FSC’s Codes, where an apphaan
business is a legal person or arrangement, licemsast verify and establish the existence of tgallperson

or arrangement; and the identity of the princijpdlithe legal person or arrangement.

452. The paragraph goes on to say that these requireroentbe achieved in a variety of ways depending
upon the nature of the applicant - for exampleelation to private companies, trusts, partnerstapd,societe:

453. For private companies, the requirements are:
Obtaining an original or appropriately certifiedpgoof the certificate of incorporation or registoat

Checking with the relevant companies registry thatcompany continues to exists;



113
Obtaining details of the registered office and platbusiness;
Verifying the identity of the principals of the cpany as above;

Verifying that any person who purports to act ohdieof the company is so authorized, and identifythat
person.

454. For trusts, the requirements are:

Obtaining an original or appropriately certifiedpgoof a trust deed or pertinent extracts thereof;
Where the trust is registered - checking with #evant registry to ensure that it does exist;
Obtaining details of the registered office and platbusiness of the trustee;

Verifying the identity of the principals of the stee.

455.  For partnerships, the requirements are:

Obtaining an original or certified copy of the petship deed;

Obtaining a copy of the latest report and accounts;

Verification of the nature of the business of tlagtpership to ensure that it is legitimate;
Verifying the identity of the significant partners;

Verifying that any person that purports to act ehdif of the Partnership is so authorized, andtifjémg that
person.

456. For sociétés, the requirements are:

Obtaining an original or certified copy of an adeesociété;

in the case of Mauritian sociétés, checking with Registrar of Companies that the société contitaiegist;

In the case of foreign sociétés obtaining a cedié of good standing in relation to them;

Verifying the identity of the principals, adminiators or gérants;

Verifying that any person that purports to act ehddf of the société is so authorized, and ideiniifghat
person.

Identification of Beneficial Owners (c. 5.5; 5.54& 5.5.2):

457.  With reference to Criteria 5.5 and 5.5.1. Regutattaof the Financial Intelligence and Anti-Money
Laundering Regulations 2003 requires financialitusons to establish and verify the identity of gpplicant
for business. Paragraphs (7) to (10) of reguladicast a duty on financial institutions to takes@@ble
measures to determine whether applicants for bssiare acting on behalf of a third party. If they so
acting, institutions are required to undertake diligence on the third party. The Mauritius autkies
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consider that these provisions apply to benefmmhers. Where a relevant person determines thatpkcant
for business is acting on behalf of a third partpust keep a record that sets out:

@ where the third party is a natural person,ittentity of the third party;

(i) where the third party is a body corporate ningorporate, proof of identity as specified in
paragraph (5); and

(i) the relationship between the third party d@hd applicant for business.

458. These provisions do not apply to an omnibus accatith is held by a relevant person, although the
regulation goes on to state that every relevarggueshall comply with any code or guidelines issoneits
supervisory authority in respect of omnibus acceufitsuspicious transaction report must be madeeto
Financial Intelligence Unit if a relevant persomi able to determine that the applicant for bessins acting
for a third party.

459. The Bank of Mauritius has also provided guidanggaagraphs 6.26, 6.27 and 6.74 to 6.76 of the
Guidance Notes on AML/CFT.

460. If funds that are to be deposited or transferredo@ing supplied on behalf of a third party, them t
identity of the third party should be establishad gerified. In case a financial institution is radtle to
determine whether the applicant for business is@éor a third party, it should make a recordtoé grounds
for suspecting that the applicant for busines® iacting and make a Suspicious Transaction Repaoinet
Financial Intelligence Unit.

461. Financial institutions need to obtain all infornaatinecessary to establish to their full satisfactiee
identity of the applicant for business and the pagoand nature of the business relationship osaion.
Financial institutions should keep on their file#l information on ultimate beneficial owners inseathey are
not the same persons as the applicant for busimbesMauritius authorities have advised that fodbrmation
includes verification of identity information.

462. There are specific provisions in the Guidance Nuat#s respect to the verification of the identitly o
beneficial owners with respect to trusts. Finanicisfitutions should exercise particular cautiothwespect to
trusts, given the common perception that trustofiem misused for laundering the proceeds of cam
hiding terrorist funds. Certified extracts of thigmal trust deed or probate copy of a will cragtthe trust,
documentary evidence pertaining to the appointragtite current trustees and the nature and purpiobe
trust, as well as such documentary evidence &sjigned for personal customers on the identityhefdurrent
trustees, the settlor and/or beneficial owner efftmds and of any controller or similar personihgypower to
appoint or remove the trustees, should be requestgdetained. Financial institutions should albtam
written confirmation from the trustees that theg Hremselves aware of the true identity of the tyiheg
principals, i.e., the settlors/named beneficiardesl that there are no anonymous principals.

463. Although paragraphs 7 and 8(a)(i) of Regulatiorférs to determining whether an applicant for
business is acting on behalf of a third party awbrding information relating to that determinatitre
references to third parties will not necessarilgtaee all beneficial owners. It is possible thanéficial
owners may be embedded in a relationship somendist@.g., by virtue of layers of legal
persons/arrangements) from the applicant for basise that the applicant for business is not actintheir
behalf. The FATF's definition of beneficial ownearthe natural person who ultimately owns or coateol
customer and/or the person on whose behalf a thosas being conducted. The definition also inuyates
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those persons who exercise ultimate effective obotrer a legal person or arrangement. The Guidalotes
contain comprehensive provisions on beneficial aaimie and meetings with the Bank of Mauritius and
financial institutions made it clear that asceitagrbeneficial ownership is viewed seriously.

464. Turning to Criterion 5.5.2, paragraphs 6.56 to @#the Guidance Notes on AML/CFT provide
comprehensive information on account opening fstitutions and the requirements to obtain bendficia
ownership information as discussed in respect @éf@wn 5.4(b) and Criterion 5.5.

465. Paragraph 6.34 states that the main objectivenahtiial institutions in the case of entities shdwddo
identify those who have control over the businessthe assets. Financial institutions are advisat &is with
personal accounts, ‘know your customer’ is an omg@rocess. If changes to the company structure or
ownership occur subsequently, or if suspicionsaapesed by a change in the nature of the busiressatcted
or the profile of payments through a company actdurther checks should be made to ascertaingagan
for the changes.

466. With reference to Criterion 5.5.2, although the $itie considers the Criterion to be met, it is
recommended that an explicit requirement for intins to understand the ownership and controtsira of
the customer should be included in the Guidanceddurrently, this requirement is only impliedtie
Guidance Notes although this understanding appedrs sought in practice by institutions. However,
Criterion 5.5.2(b) is asterisked and law or regatatioes not require a determination of the natpeasons
who ultimately own or control the customer.

467. With reference to Criteria 5.5 and 5.5.1, Regutatiof the Financial and Anti- Money Laundering
Regulations 2003 apply to the institutions reguldig the FSC.

468. Under section 4 of the FSC’s Codes, financial instins must identify and verify the identity ofth
beneficial owner such that the financial institatie satisfied that he knows who the beneficial ewis. The
beneficial owner is described as the natural pefspwho ultimately owns or controls a customer/anthe
person on whose behalf a transaction is being aiadu It also considered including those persams w
exercise ultimate effective control over a legakpa or arrangement.

469. Turning to Criterion 5.5.2, under section 4.1 & #5C’s Codes, where the applicant for busineas is
legal person or arrangement, financial institutionsst identify and verify the identity of the pripals thereof,
that is, those natural persons with a controllimtgriest and those who comprise the mind and maregesh
the legal person or arrangement. A principal odpplicant for business is any person who is a li@akf
owner of, or who has a beneficial interest in, @ Hirect or indirect control of any relationshgtablished

with a financial institution and include settlonsamntributors of capital (whether named or othseyi

trustees, beneficiaries, protectors, enforcers pamy director, controlling shareholders, accougnaiories,
significant partners including limited partnersdamy person operating under a Power of Attorney.

470. Infootnote 6 to the Codes the FSC notes thatdetstands that in the case of discretionary titigs
not always possible to expect a licensee to ohiification of identity of all class members. #rcalso be
difficult to verify the identity of minor beneficiges. In such cases, the FSC considers that \egtiit of
identity of such beneficiaries may be delayed wpritr to the making of any distributions to thdmfootnote
7 to the Codes the FSC states that it expectssk@mnto verify the identity of at least two direstof corporate
applicants for business. In footnote 8 to the Calde$=SC advises that it regards as controllingedtudder-
any person who is entitled to exercise, or corttrelexercise of, 20 per cent or more of the vopioger at
general meetings of the company or one which &position to control the appointment and/or rerhova
directors holding a majority of voting rights atésd meetings on all or substantially all mattemsolotnote 9
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to the Codes the FSC advises that it regards agisant any partner owning or controlling 20 perter more
of a partnership.

471. With reference to Criterion 5.5.2, the requiremerithe Codes implicitly require institutions to
understand the ownership and control structur@etustomer. Also, law or regulation does not negai
determination of the natural persons who ultimateiy or control the customer.

Information on Purpose and Nature of Business Ratatship (c. 5.6):

472. Regulation 4(1)(b) of the Financial Intelligencelamti-Money Laundering Regulations 2003
provides that financial institutions should estsibland verify the nature of the applicant's busineis
financial status and the capacity in which he igeng into the business relationship with thevafe person.
In addition, paragraph 6.15 of the Bank of Maust@uidance Notes on AML/CFT states that when anlessi
relationship is being established, the nature efthisiness that the customer expects to conducthngt
financial institutions should be ascertained atdhiset, to show what might be expected as norotaditg. In
order to be able to judge whether a transacti@n is not suspicious, financial institutions shobl/e a clear
understanding of the legitimate business of thestamers and effect an ongoing monitoring of the/dies of
those customers in order to detect whether thassdictions conform or otherwise with the normadgrected
transactions of that customer. Paragraph 6.27ges\that financial institutions need to obtainifibrmation
necessary to establish to their satisfaction thatity of the applicant for business and the pueposd nature
of the business relationship or transaction.

473. Section 4 of the FSC’s Codes require that the aostalue diligence measures undertaken by financial
institutions must include obtaining information e purpose and intended nature of the businestsoreship.

Ongoing Due Diligence on Business Relationship §c7; 5.7.1 & 5.7.2):

474. With respect to ongoing due diligence, provisioresreot contained in law or regulation, while
paragraphs 6.107 to 6.109 of the Guidance Notésdagrovisions on ongoing monitoring of accoumtd a
transactions. The guidance is comprehensive.

475. Ongoing monitoring is described as an essentiad@sy effective KYC procedures. The extent of the
monitoring needs to be risk-sensitive. For all arts, financial institutions should have systemglate to
detect unusual or suspicious patterns of acti@rtain types of transactions should alert findringtitutions

to the possibility that the customer is conductingsual or suspicious activities. They may include
transactions that do not appear to make econongoramercial sense, or that involve large amountsash
deposits that are not consistent with the normdlexpected transactions of the customer. Very agount
turnover, inconsistent with the size of the balameay indicate that funds are being “washed” thiotig
account. Examples of suspicious activities arergateannexes E and F. Financial institutions ajeired to
study money laundering or terrorist financing tyggpés coming their way or published by the FATF.

476. Financial institutions are required to undertakernsified monitoring for higher risk accounts. Bver
financial institution should set key indicators farch accounts, taking note of the backgroundeottistomer,
such as the country of origin and source of futits type of transactions involved, and other rasitdrs. For
higher risk accounts:

Financial institutions should ensure that they hedequate management information systems to provide
managers and MLROs with timely information needeitlentify, analyze and effectively monitor
higher risk customer accounts. The types of regbaismay be needed in the AML/CFT area include
transactions made through an account that are ahusd
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Financial institutions should develop a clear poaad internal guidelines, procedures and conatsremain
especially vigilant regarding business relationshifth PEPs and high profile individuals or with
persons and companies that are clearly relateddesmciated with them. As all PEPs may not be
identified initially and since existing customerayrsubsequently acquire PEP status, regular reviews
of at least the more important customers shouldngertaken.

477. The Guidance Notes do not include a specific remouént for institutions to ensure that documents,
data or information collected under the customer diligence process is kept up to date and reldwant
undertaking reviews of existing records, partidyl&or higher risk customers.

478. As stated above, provisions on ongoing due diligeare not contained in law or regulation.
Paragraph 4 of the FSC’s Codes states that custdumeediligence measures undertaken by a financial
institution must include conducting ongoing duegdihce on the business relationship. Ongoing custalue
diligence measures should also include scrutinyasisactions throughout the course of the business
relationship to ensure that the transactions ircivbine customer is engaged are consistent witfirtaecial
institution’s knowledge of the customer and hisibess and risk profile (including where necesstry,
source of funds). The Codes do not cover the kgaginto date of documents, data or informationectdd
under the customer due diligence process.

Risk — Enhanced Due Diligence for Higher Risk Custers (c. 5.8):

479. Regulation 9 of the Financial Intelligence and Avibney Laundering Regulations 2003 requires
banks, financial institutions and cash dealersmglément internal controls and other procedureminbat
money laundering and financing of terrorism, whratist include programs for assessing risk relatng t
money laundering and financing of terrorism. Thgutation also requires such internal controls and
procedures to include enhanced due diligence puvesdvith respect to persons and business reladiohs
transactions carrying high risk and with persoral@ished in jurisdictions that do not have adegsgstems
in place against money laundering and financinggobrism.

480. Paragraph 6.18 of the Guidance Notes on AML/CFTifigs that regulation 9(d) of the Financial
Intelligence and Anti-Money Laundering Regulati@®3 requires financial institutions to implemeuoed
diligence procedures with respect to persons asohéss relations and transactions carrying hidhamsl with
persons established in jurisdictions that do neeradequate systems in place against money lamgdznd
the financing of terrorism. Paragraph 6.19 onwamside that, accordingly, financial institutiortsosild
develop clear customer acceptance policies andguves, including a description of the types otauger
that are likely to pose a higher than averagetdskfinancial institution. In preparing such p@k, factors
such as the customer’s background, nature of besimesocial engagement, country of origin withieawto
determining whether those countries have adeqyaterss in place against money laundering and the
financing of terrorism, public or high profile ptieh and other risk indicators should be conside@dtomer
acceptance policies and procedures should accdydieggraduated and require more extensive dugeditie
for higher risk customers, such as politically esgab persons where decisions to enter into suchdsssi
relationships should be taken with the concurrefcEnior management.

481. Regulation 9 of the Financial Intelligence and Avittney Laundering Regulations 2003 also applies
to the entities regulated by the FSC.

482. In addition, paragraph 4.6 of the FSC’s Codes reguhat financial institutions must apply enhanced
due diligence measures in all high risk businelsgiomships, customers and transactions. Thesedadoth
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high risk business relationships assessed bynhedial institution based on the customer’s indiaidrisk
status (to which provision, the mission suggedtreace to transactions could also be made) antbloging
categories of business relationships: PEPs, nanttatace business relationships and NCCTs and non-
equivalent jurisdictions. Where this is the cdgmncial institutions may rely upon copies thatédeen
appropriately certified and when designing intepralcedures, licensees must have regard to thefaeed
enhanced due diligence and additional monitorirmg@dures for transactions and business relationship
involving NCCTs and non-equivalent jurisdictions.

Risk — Application of Simplified/Reduced CDD Meass when appropriate (c. 5.9):

483. Regulation 5 of the Financial Intelligence and Avibney Laundering Regulations 2003 lists instances
where financial institutions falling under the pigw of the Bank of Mauritius are not required torgay with

the identification procedures. It shall not be guieement for a relevant person to comply with itferation
procedures where:

(@ the applicant for business is itself a barfig@ncial institution or a cash dealer; and is blase
either in Mauritius or in an equivalent jurisdiatio

(b) in respect of a life insurance policy the anmramium does not exceed 40,000 rupees; or the
single premium does not exceed 100,000 rupees; or

(© the proceeds of a one-off transaction are amt, fbut are directly reinvested in another
transaction on behalf of the person to whom theg®ds are payable, provided the relevant person
keeps a record of those transactions.

484. Notwithstanding this provision of the regulatiorsjuced or simplified customer due diligence
measures are still required in some cases asghéation goes on to state that in the circumstanefesred to
at (a) above, financial institutions are requirebtain and retain from the applicant for businesiten
documentary evidence of the existence of its legéty and of its regulated status. Simplified educed
customer due diligence is not required for the iasae policies at (b) but the Bank of Mauritiusiadd that
only insurance sector licensees could act for costs in respect of such products.

485. Financial institutions falling under the responiipiof the Bank of Mauritius have also been pradd
with guidance with respect to instances where ifieation procedures need not be applied. Pardgré®1
to 6.94 of the Guidance Notes on AML/CFT issuedhgyBank state that where an applicant for busiisess
itself a financial institution based in Mauritiusia a jurisdiction which has a legislation equiati to
Mauritius as specified in Appendix B verificatiohidentity shall not be required. This languagé stquires
identification to be made. Appendix B lists 35 gdlictions which are deemed by the Bank of Maurittusave
legislation/status/procedures equivalent to MausitiThe financial institution should, however,abtand
retain a written declaration from the other finahanstitution that it holds documentary evidené¢he
existence of the legal entity, its regulated detisstatus. In the case of:

Public companies listed on a recognized, desigraddapproved Stock/Investment Exchange as shown in
Appendix A or subsidiaries thereof, financial ihgiions are not required to verify the identitytio@ir
directors or significant shareholders. Verificatmfithe identity of their authorized signatoried| e
enough. Financial institutions are, however, rezflito obtain a copy of the annual report and adsoun
of such entities and to keep them on record. Appehadontains lists of 13 recognized investment
exchanges, 51 designated investment exchangepp8évad exchanges and the list of EEA Regulated
Markets under Article 16 of the European Union ktweent Services Directive (some of which are
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contained in the other lists).

Parastatal bodies in Mauritius, documentary evideriche residential address of their authorizgdagiories
may not be sought. The Mauritius authorities haldszed the mission that such bodies are well known
and obtaining such documentary evidence may notbessary.

486. The Guidance also repeats the provisions of reigul&tin relation to a one-off transaction.

487. Regulation 5 of the Financial Intelligence and Avittney Laundering Regulations 2003 apply equally
to entities regulated by the FSC.

488. Paragraph 4.5 of the FSC's Codes states that iergktie full range of customer due diligence
measures should be applied to all applicants femess. However, where the risk of money laundevimpe
financing of terrorism is lower and where infornoation the identity of the applicant and of the Hierad
owner of the applicant for business is publiclyiklde or where adequate checks and controls eldstvhere
in national systems, it might be reasonable fargees to apply reduced or simplified due diliganeasures
when identifying and verifying the identity of tg@plicant for business. By way of example the Cadiesv
financial institutions to apply reduced or sim@di CDD measures where applicants for businessdeclu

A regulated financial services business based iarMas or in an equivalent jurisdiction, providdtht the
financial institution is satisfied that the apphitdor business is not acting on behalf of undedyi
principals. Financial institutions must obtain aethin documentary evidence of the existence of the
financial services business and of its regulatetlist Regulated for the purposes of the Codes means
that the entity must be licensed or registeredsdnudild be subject to the supervision of a public
authority (empowered with either regulatory or ¢riad sanction) for AML/CFT purposes. The same
lists of equivalent jurisdictions and Recognizedigaated/Approved Stock/Investment Exchanges as
are contained in the Bank of Mauritius Guidancegd@re contained in appendices to the Codes.
Appendix 2 states that the criteria used to detaemihether a jurisdiction has equivalent anti-money
laundering legislation includes: FATF membership, lBembership, information available to the FSC
about the AML/CFT laws of certain FATF/EU jurisdams excluded from the list and information
available to the FSC about the AML/CFT laws of arnon-EU and FATF jurisdictions that do
appear on the list;

Public companies listed on the Stock Exchange airilas or on recognized, designated and Approved
Stock/Investment Exchanges or subsidiaries therémfancial institutions must obtain a copy of the
annual report and accounts of such entities and weusy that the individuals that purport to act o
behalf of such entities have the necessary auyhtorilo so. Financial institutions must also obtaal
retain documentary evidence of the existence optiic company and of its listed status;

Government administrations or enterprises andtstgtbodies;

A pension, superannuation or similar scheme thatiges retirement benefits to employees where
contributions are made by way of deduction from @ggnd the scheme rules do not permit the
assignment of a member’s interest under the schienad.transactions undertaken on behalf of an
employer-sponsored scheme Financial institutionstmtua minimum identify and verify the identity
of the employer and the trustees of the schenamnyif as per the criteria set out in the Code.

489. Where financial institutions determine that simptifor reduced CDD measures should apply to an
applicant for business that does not fall withia #xamples above, financial institutions must obtiae FSC’s
prior approval before applying such reduced or &§fred measures. In considering such applications,FSC
will take into account the criteria establishedibgnsees for such risk determination and the extewhich
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licensees are able to justify such criteria. The&3oadd that for the avoidance of doubt, reducesthaplified
due diligence measures do not apply to applicamtbdsiness acting as trustees.

Risk — Simplification / Reduction of CDD Measureslating to overseas residents (c. 5.10):

490. The requirements of regulation 5 of the Finana#lligence and Anti-Money Laundering Regulations
2003 and paragraphs 6.91 to 6.94 of the GuidantesNm AML/CFT as outlined above limit the applioat

of simplified or reduced customer due diligence suees to jurisdictions which the Bank of Mauritius
considers to be equivalent. Hence, the applicatf@mimplified or reduced customer due diligence sogees is
limited to jurisdictions that Mauritius is satigfi@re in compliance with and have effectively innpéated the
FATF Recommendations.

491. The requirements of regulation 5 of the Finanai&lligence and Anti-Money Laundering Regulations
2003 and paragraph 4.5 of the FSC’s Codes as edtlibove limit the application of simplified or teed
customer due diligence measures to jurisdictionshwtihe FSC considers to be equivalent exceptddam
transactions in life insurance products. Henceapication of simplified or reduced customer dilgence
measures is limited to jurisdictions that Mauritissatisfied are in compliance with and have eiffety
implemented the FATF Recommendations except farethiée insurance transactions.

Risk — Simplified/Reduced CDD Measures Not to Applgen Suspicions of ML/TF or other high risk
scenarios exist (c. 5.11):

492. Section 14 of the FIAMLA provides that any trangattwhich a bank, financial institution, cash
dealer or member of a relevant profession or odimpaas reason to believe may be a suspiciousadcion
must be reported to the Financial Intelligence URiegulation 4 of the Financial Intelligence andtifdMoney
Laundering Regulations 2003 provides that the iteaf the applicant for business must be verifieter alia,
in respect of a one-off transaction, where a releparson dealing with the transaction knows or has
reasonable grounds to suspect that the transast@suspicious transaction. Paragraphs 6.91 tbd.the
Guidance Notes on AML/CFT provide examples of whentuced or simplified customer due diligence
measures may be undertaken. Whilst these paragpap¥isle the only circumstances in which reduced or
simplified customer due diligence measures mayrgedaken, institutions are not prevented from
undertaking such measures when there is a susgtimoney laundering or terrorist financing.

493. Section 14 of the FIAMLA and regulation 4 of thedenlying regulations apply equally to institutions
regulated by the FSC. Reduced or simplified custotine diligence measures do not apply in circuncstst
other than what is set out in paragraph 4.5 oFB€’s Codes as specified above. The FSC has ddviae
nothing in the Codes suggests that section 4.3idesrthe requirements under section 4 to undeda&®mer
due diligence where there is a suspicion of moaapdering or terrorist financing. Neverthelesstiiations
are not explicitly prevented from undertaking restior simplified measures where there is a sugpizio
ML/FT.

Risk Based Application of CDD to be Consistent wiiidelines (c. 5.12):

494. Financial institutions are not permitted to undesteeduced or simplified customer due diligence
measures except as specified in paragraphs 6®89%wmf the Guidance Notes on AML/CFT.

495. Under paragraph 4.5 of the Codes issued by the WB€le licensees determine that reduced or
simplified customer due diligence measures shopiidlyato an applicant for business that does nbifihin
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the examples listed in the paragraph, licenseaslglfiost obtain the FSC’s approval. In considering
applications, the FSC will take into account thiecia established by licensees for such risk detextion and
the extent to which licensees are able to justishscriteria. .

Timing of Verification of Identity — general ruled. 5.13):

496. Itis mandatory for financial institutions to verithe identity of customers before opening any anto
accepting any deposit of money and securities anting a safe deposit box. Section 55 of the BanRict
2004 provides that every financial institution $loaly open accounts for deposits of money and réges)

and rent out safe deposit boxes, where it is gadishat it has established the true identity efplerson in
whose name the funds or securities are to be eckditdeposited or the true identity of the lesddbe safe
deposit box, as the case may be. This provisiogpeated in paragraph 6.01 of the Guidance Notes on
AML/CFT, while paragraph 6.02 emphasizes the imgure of verifying the true identity of customers$obe
opening any relationship.

497. Regulation 3 of the Financial Intelligence and Avitbney Laundering Regulations 2003 states that no
bank or financial institution shall allow any pemswith whom it forms a business relationship toduet any
transaction by means of a reference account utflegdentity of the applicant has been verified@gordance
with the regulations. As discussed in connectiat Writerion 5.5, regulation 4 states that releyasons

must, at the time of establishing the businesgiogsiship take reasonable measures to determinehesttte
applicant for business is acting on behalf of edthiarty. Where the third party is a natural peysbea identity
must be recorded. Where the third party is a badgarate, proof of identity must be recorded.

498. Paragraph 6.26 of the Guidance Notes on AML/CFliddsby the Bank of Mauritius states that if
funds that are to be deposited or transferred eirggtsupplied on behalf of a third party, thenithentity of
the third party should be established and verifitatagraph 6.27 goes on to say that institutionaldrkeep
on their files full information on ultimate bendfitowners in case they are not the same persaheas
applicant for business.

499. Regulation 4(7) of the Regulations requires reasien@easures to be taken to determine whether the
applicant for business is acting on behalf of edthiarty at the time of establishing a businesstiaiship.
Criterion 5.5 discusses the potential differendsvben third parties in these circumstances andftogade
owners. The Guidance Notes require informationatolitained on beneficial ownership (see the disousd
5.5). It is an implicit requirement of the Guidardetes that such information should be obtainednithe
identity of the applicant for business is beingaitéd. In practice, it appeared to the mission bleakficial
ownership was being obtained by financial institn$ at customer take-on except at one institutiberey
reduced or simplified customer due diligence messuould apply in some circumstances.

500. The regulations also apply to financial institusamegulated by the FSC. Paragraph 4.8 of the FSC's
Codes require that financial institutions must takeeasonable measures to complete all customer d
diligence measures for all applicants for business to the establishment of a new client relaglip and

prior to providing any financial services. Paradrdpl makes it clear that, where the applicanbfminess is a
legal person or legal arrangement, licensees nauiy the identity of the principals thereof — an@ipal of an
applicant for business is any person who is a li@akbwner of, or who has a beneficial interestdnhas
direct or indirect control of any relationship ddished with the licensee.

501. Paragraph 4.8 goes on to state that where it sssacy to provide financial services to an apptifan
business prior to the completion of customer dligatice measures, the decision to do so must be
appropriately authorized by senior management lamddasons recorded in writing. The customer due
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diligence measures must in any event be satisfctmmpleted within thirty days of the establishmhef the
client relationship.

502. The basic rule is to take to verify the identitytloé customer and beneficial owner before estahlish
the business relationship or conducting transastionoccasional customers.

Timing of Verification of Identity — treatment of ceptional circumstances (¢.5.14 & 5.14.1):

503. The combination of section 55 of the Banking Aegulations 3 and 4 of the Financial Intelligencd an
Anti-Money Laundering Regulations 2003 and paralgsaf26 and 6.27 of the Guidance Notes on AML/CFT
do not contain any explicit provisions for delaywegification.

504. As indicated above, under paragraph 4.8 of the §80des, where it is necessary to provide financial
services to an applicant for business prior to detigm of customer due diligence measures, thesaetio do

so must be appropriately authorized by senior mamagt and the reasons recorded in writing. Theoouest

due diligence measures must in any event be sattisiig completed within thirty days of the estaiiment of
the client relationship. The paragraph also regutinat the financial institution must have pregisgcedures in
place concerning the conditions under which it metyfor an applicant for business before completibtie
measures. These procedures should, inter alid,thminumber and types of transactions that cgrdmessed.

505. Criterion 5.14(a) provides that verification of idi¢y of the customer and beneficial owner may be
permitted following the establishment of the busseelationship provided that it occurs as soareasonably
possible. The Mauritius authorities have confirrttett completion of customer due diligence measwitsn
thirty days is as soon as reasonably possiblesitMiuritius business environment. The Codes dinchide a
requirement that verification of identity may oitdg delayed until following the establishment of thisiness
relationship if this is essential not to interrtipt normal course of business. Institutions araired to put in
place precise procedures concerning the conditiondich they will act for applicants for business;luding
the limitation of the number and types of trangawdi but it would be helpful if the Codes were xplieitly
say that institutions must effectively manage ttoey laundering risks.

Failure to Complete CDD before commencing the Busss Relationship (c. 5.15):

506. As the discussion at Criterion 5.14 above makear cierification of identity must be completed
before an account is opened, business relationsmeniced or a transaction performed.

507. Regulation 4(9) of the Financial Intelligence anatidMoney-Laundering Regulations 2003 provides
that, where a relevant person is not able to déterthat the applicant for business is acting fuvia party, a
suspicious transaction report must be made toiti@nEial Intelligence Unit. Paragraphs 8.01 onwanfithe
Guidance Notes provide comprehensive provisiorghemecognition and reporting of suspicious tratisas.
Paragraph 8.05 states that sufficient guidance brugiven to staff to enable them to recognizeisimys
transactions. Paragraph 8.06 notes that thereaslagation on all staff to report in writing toghMoney
Laundering Reporting officer suspicions of moneynidering or terrorist financing. There is not aplast
obligation to consider making a suspicious trarisageport where the financial institution is urabb meet
the required customer due diligence measures. @ticution advised the mission that it would naitioely
consider making a suspicious transact reportcbitld not complete customer due diligence.

508. Regulation 4(9) of the Financial Intelligence anatidMoney Laundering Regulations 2003 applies to
entities regulated by the FSC. As the discussid@riarion 5.13 above makes clear, verificationdghtity can
be delayed by institutions. Paragraph 4.8 of thdeSassued by the FSC state that in the evens#tiatactory



123

customer due diligence documentation has not be&ined financial institutions must have procedimes
place to disengage from such relationships. Fishntstitutions should consider the potential riskserent in
engaging in any form of relationship with any apaifit prior to satisfactorily completing CDD measure
Finally, the paragraph advises that failure or ilitdio obtain satisfactory customer due diligence
documentation may in certain circumstances constéalsuspicion requiring a report to be made to the
Financial Intelligence Unit.

509. Criterion 5.14 allows verification of identity teeldlelayed The reference in the Codes to beingtable
disengage from relationships is not the same aglveguired by enforceable means to not open theuac,
commence the business relationship or performrémesaction when the institution is unable to compiti
customer due diligence measures. Although insbitistiare advised that failure or inability to obtain
satisfactory customer due diligence documentatiag be suspicious, institutions are not required iy
which is enforceable to explicitly consider makanguspicious transaction report.

Failure to Complete CDD after commencing the Buss®eRelationship (c. 5.16):

510. Criterion 5.16 covers business relationships whiabte already commenced and cross-refers to
Criteria 5.2(e), 5.14, 5.17, and 5.3 to 5.5. ThelA®FT framework does not contain a provision in law
regulation which requires financial institutionsuiedertake customer due diligence measures when the
institution has doubts about the veracity or adeywd previously obtained identification data. bnge of the
circumstances envisaged by Criterion 5.16 the misshderstands that a decision was made not tareequ
institutions in certain circumstances to terminatationships. There is not an explicit, enforceabl
requirement to consider making a suspicious traisaeport when the business relationship hasdire
commenced.

Existing Customers — CDD Requirements (c. 5.17):

511. Inthe case of accounts opened prior to 198%drehe period prior to the coming into force oéth
Banking Act 1988, banks and cash dealers were riggations 40(2) and 40(3) of the Banking Act 1988,
given until the end of 1990 to verify the true itignof their customers and to close any accountoich the
true identity of the customer could not be verifikdhas been mandatory since the 1988 Act for battks,
nonbank deposit taking institutions and cash deateverify the true identity and address of tleistomers
before opening any account, issuing a passboodtirgtinto a fiduciary relationship, renting a seéposit
box or establishing any other business relationghi@004, the Banking Act 1988 was replaced by the
Banking Act 2004. Section 55 of the Banking Act 208quires banks to establish the true identity of
customers.

512. In relation to relationships entered into prio2tbJune 2003, the date of the coming into operation
the Financial Intelligence and Anti-Money LaundgriRegulations 2003, paragraph 6.08 of the Bank of
Mauritius Guidance Notes on AML/CFT states that reHfnancial institutions believe that they havée no
satisfactorily established or have doubts or simpiegarding the true identity of their custontaegy should
follow the identification procedures stipulatedive Guidance Notes on AML/CFT issued by the Bank of
Mauritius.

513. Ina Code issued in 2003, the FSC expected licarisgaroceed to verify the identity of all existing
applicants for business in accordance with thewratwithin the Code and to complete the exercigleinva
maximum period of twenty-four months from the dat¢he issue of the Code. The 2005 Codes do ndacon
provisions on existing customers. Those on-sitpangons undertaken by the FSC have included reviaw
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verification of existing customers. The FSC advigemission that, where inspections had foundels s
such verification, it required licensees to rem#thse lapses within a specified timeframe andftwim the
FSC when the remedies were complete. Neverthelesgnforceability of the 2003 initiative on exist
customers is not clear in light of the respondipitlaced on licensees. The mission also notetdbtia firm
licensed by the FSC Codes advised that it hadew¢wed the customer due diligence for existingausrs.

Existing Anonymous-account Customers — CDD Requirems (c. 5.18):

514. The provisions of the 1988 and 2004 Banking Actifireed in the discussion at Criterion 5.17 above
and the Bank of Mauritius Guidance Notes on AML/GfR&an that anonymous accounts do not exist.

515. With reference to the FSC, in light of the commatt€riterion 5.17, it is theoretically possihtat
anonymous accounts might exist.
Implementation

516. The institutions supervised by the Bank of Mausitappeared to comply with the generality of the
standards laid down in the AML/CFT framework inpest of Recommendation 5. With reference to
anonymous or fictitious accounts, the mission nateeport in the local press to the effect thatialmer of
bank accounts had been uncovered in local bankshwiere fronts for local prominent Mauritians wheres
apparently evading tax. Following the press artitie Bank requested all banks to confirm whethey t
maintained any anonymous or fictitious accountl b&hks confirmed that they did not hold any fiotits or
anonymous accounts. Banks in Mauritius were mdegriational in their outlook than other firms and;a
generality it was clearly their intention to attrawreasing number of overseas customers. Theg wearly
alive to the importance of customer due diligeri@estomer due diligence appeared to be ascertaihed w
establishing business relations. The identity stamers was verified and there was awareness oieihe to
verify the identity of beneficial owners of legargons and legal arrangements (although one bankiwo
sometimes verify the immediate beneficial ownersnmi necessarily the ultimate beneficial ownetbhére
was a chain of legal persons/arrangements anddgfrstanding the ownership and control structures of
customers and the purpose and nature of busines®mships. Ongoing due diligence was carried Batks
were aware of the need to understand the risk pogédsiness relationships and that enhanced digerdie
is required for higher risk categories. As indicka®ove one firm indicated it would not routinebnsider
making a suspicious transaction report if it caubd complete customer due diligence. Other firngsilated
by the Bank of Mauritius met by the mission, whaztried out non-bank deposit taking business areign
exchange business, had domestic customer basesu3teener due diligence required for these buseseiss
less sophisticated than that required for the habke firm was very well aware of the Guidance Note a
number of these businesses, whilst they were agfak&IL/CFT there was a focus on mitigating commalci
risk. Even in those businesses that were less laugehbble about AML/CFT compared with the banks,
customer due diligence appeared to be adequateBaiieof Mauritius conducts comprehensive on-site
inspection of the customer due diligence measurdother AML/CFT measures of regulated entities.

517. The mission found that some institutions subjedupervision by the FSC had sound AML/CFT
measures in place. One firm, which was seekingttach international customers, had appointed ezter
consultants to enhance its procedures so thatthectiuld meet the challenges of an increased risfig, and
its approach was manifestly serious and on a plrthve banks. A large firm in another sector retpddy the
FSC had devoted enormous resources to seekingtmestinat customer due diligence of old and new
customers is satisfactory and obtained at the gpiate time. Another firm with a local customer éadso had
high standards of customer due diligence and nthtie mitigation of commercial and anti-money |agnalgy
risk very well. However, in other cases adequatd ABFT measures were not in place. One institutiad et
to appoint a Money Laundering Reporting Officenwitiistanding on-site inspections over two or thyears
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by the FSC and a recommendation by the FSC thhtauofficer should be appointed. At the time @& th
mission that same firm was in the process of estahf formal procedures to comply with the relev@ode.
Another institution requested by the mission tolaixphow it would advise the FSC on how it complveith
the relevant Code found it difficult to do so. Anet firm concentrated on mitigating commercialk rsit was
not aware of the contents of the Codes — because aicthe Codes applied to it. Following the ass®&nt,
the FSC advised that the Codes issued by the FEIE @mplicensees falling within the definition ah&ncial
institutions under the FIAMLA and that where thekrivas considered to be relatively high, nameljhwit
respect to investment businesses, the definitionvafstment businesses under the Code for Investmen
Businesses was extended by the FSC to capturpathimrs within that sector. The FSC has alsosadvihat,
with regard to other institutions licensed by ttf&CFand not captured by the definition of finanaistitution
under the FIAMLA, the risk of money laundering appex to be low and therefore no AML/CFT measures
were issued by the FSC. No written assessmenslofuas seen by the mission.

Foreign PEPs—Requirement to Identify (c. 6.1):

518. Paragraphs 6.95to 6.102 and 6.109 of the Guidsntes on AML/CFT contain detailed provisions
on PEPs.

519. The Guidance Notes on AML/CFT issued by the CeiBealk of Mauritius state that business
relationships with individuals holding importantighie positions and with persons or companies cjealated
to them may expose a financial institution to digaint reputational and/or legal risks. Such pcditiy
exposed persons are individuals who are or have &eteusted with prominent public functions, inéhgl
heads of state or of government, senior politiciaagsior government, judicial or military officialsenior
executives of publicly owned corporations and intgatr political party officials. The possibility ests that
such persons may abuse their public powers for tven illicit enrichment through the receipt of thes,
embezzlement, etc. There is a compelling need fimaacial institution considering a relationshifiiwa
person whom it considers to be a PEP to ident#y pierson fully, as well as people and companiaisate
clearly related to him/her.

520. Financial institutions should gather sufficientdrmhation from a new customer, and check publicly
available information, in order to establish whetbienot the customer is a PEP. Financial insbgishould
investigate the source of funds before acceptiRgR. Financial institutions can reduce risk by cmtitig
detailed due diligence at the out-set of the retesihip and on an ongoing basis where they knowsgpect
that the business relationship is with a politicakposed person. All financial institutions sttbaksess
which countries, with which they have financialat@nships, are most vulnerable to corruption. \&her
financial institutions have business in countrigberable to corruption, they should establish atethe
senior political figures in that country and, stibskek to determine whether or not their custoraeramy
connections with such individuals (for example they immediate family or close associates). Firanci
institutions should note the risk that individuaday acquire such connections after the busineasaeship
has been established.

521. In particular detailed due diligence should include

Close scrutiny of any complex structures (for exinimvolving companies, trusts and multiple juitsidns)
S0 as to establish that there is a clear and hegiii reason for using such structures bearing tix mi
that most legitimate political figures would exp#uir personal affairs to be undertaken in a more
than usually open manner rather than the reverse.
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Every effort to establish the source of wealthl@ideng the economic activity that created the weadis well
as the source of funds involved in the relationshggain establishing that these are legitimatty &b
the outset of the relationship and on an ongoirgisba

The development of a profile of expected activitytbe business relationship so as to provide & basfuture
monitoring. The profile should be regularly reviehend updated.

A review at senior management or board level ofdihasion to commence the business relationship and
regular review, on at least an annual basis, oflévelopment of the relationship.

Close scrutiny of any unusual features, such aslaege transactions, particular demands for sgctbe use
of cash or bearer bonds or other instruments witiebk an audit trail, the use of small and unknown
financial institutions in secrecy jurisdictions amdjular transactions involving sums just below a
typical reporting amount.

522. Paragraph 6.109 states that there should be ifiezhsionitoring for higher risk accounts. Every
financial institution should set key indicators garch accounts. For higher risk accounts finanegitutions
should develop a clear policy and internal guidedimprocedures and controls and remain especigilgmt
regarding business relationships with PEPs and fvigfile individuals or with persons and comparilest are
clearly related to or clearly associated with thémall PEPs may not be identified initially ande existing
customers may subsequently acquire PEP statudareguiews of at least the more important cust@mer
should be undertaken.

523. The description of PEPs covers individuals whoaareave been entrusted with prominent public
functions in line with the FATF definition but, uké the FATF definition only includes immediate fiymor
close associates when a PEP is a senior politgnaief in a country vulnerable to corruption. Ris&kmagement
systems are required to be in place to determirethvein a customer or potential customer is a PE®wveter,
these provisions and the ascertaining of soureeeafth and funds do not extend to beneficial owngesior
management approval is not specified as beingredjto continue the relationship when a customer or
beneficial owner is found to be, or subsequentlyob®es, a PEP once a customer has been accepted.

524. Under paragraph 4.6 of the FSC’s Codes licensemgdshpply enhanced due diligence measures in all
high risk business relationships, customers am$#etions. These include both high risk busindstimaships
assessed by the licensee based on the custondivigliral risk status and certain categories of hess
relationships defined by the FSC. These includeREP

525. Paragraph 4.6.1 states PEPs are individuals whorarbo have been entrusted with prominent public
functions (for example Heads of State or of govemninsenior politicians, senior government, judioia

military officials, senior executives of state owlneorporations and important political party offils).

Licensees should be aware that business relatsglhih family members of PEPs are deemed to pose a
greater than normal money laundering risk to lieessby virtue of the potential for them to havedfiéed

from corruption.

526. Licensees must know when they are in a relationstifgerning a PEP and must be able to
demonstrate the application of enhanced due diig@nocedures in conducting such relationshipsrisees
must have appropriate risk management systemgéontiee whether an applicant for business is a REP.
addition, licensees must develop a clear policthenacceptance of business relationships with such
individuals. The approval of senior management khbe obtained prior to establishing relationshigth
such applicants for business. Licensees must &denable measures to establish the source otwesualt
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source of funds of a PEP. Lastly, licensees mustlact enhanced ongoing monitoring of their busines
relationships with PEPs.

527. The risks associated with PEPs differ accordinpéoparticular countries concerned. The risk of
corruption in certain countries is higher tharsiiri others. Licensees should note the Transparency
International Corruption Perceptions Index and t&eropriate measures to manage the increasedfisks
conducting business with PEPs.

528. The description of PEPs in the Codes is closedbdhthe definition issued by the FATF except that
the Codes do not refer to close associates. Rislagenent systems do not require financial institgtito
determine whether a beneficial owner is a PEP.dsemanagement approval is not required once a icests
identified as a PEP after take-on, the PEP pravisio the Codes do not cover beneficial owners.

Domestic PEPs—Requirements (Additional Element &)6

529. Paragraph 6.95 of the Guidance Notes on AML/CFVipes that business relationships with
individuals holding important public positions anith persons or companies clearly related to theag m
expose a financial institution to significant regiudnal and/or legal risks. Such politically expdgersons are
individuals who are or have been entrusted wittmpnent public functions, including heads of statefo
government, senior politicians, senior governmgilicial or military officials, senior executive$ publicly
owned corporations and important political partfyoidls.

530. For the purposes of the FSC’s Codes, PEPs arddundié who are or who have been entrusted with
prominent public functions (for example Heads @tS&bor of government, senior politicians, senior
government, judicial or military officials, seniekecutives of state owned corporations and impbpalitical
party officials). Hence, PEPs include persons mgigirominent public functions domestically.

Domestic PEPs—Ratification of the Merida ConventigAdditional Element c. 6.6):

531. Banks met by the mission were aware of the nedédve enhanced customer due diligence measures
for PEPs and appeared to clearly meet the relgramtsions of the Guidance Notes. Other entitigsiaed

by the Bank of Mauritius had domestic customer bad@ere was awareness of PEPs and the potenks ris
they posed. The Guidance Notes, which apply to ddmPEPSs, appeared to be met. As discussed in the
implementation paragraphs for Recommendation 5 givme regulated by the FSC had very good AML/CFT
standards—these applied equally to meeting theigioms of the Codes on PEPs. Also, as specified at
Recommendation 5 at the time of the evaluation,fomewas in the process of establishing formalgetures

to comply with the relevant Code and another instih stated that it would find it difficult to elgin to the
mission how it would advise the FSC on how it cdegiwith the relevant Code. The Codes did not apply
one firm. One institution regulated by the FSC wasaware of the concept of PEPs.

Requirement to Obtain Information on Respondent tiigtion (c. 7.1):

532. Financial institutions falling under the purviewtbe Bank of Mauritius have been provided with
guidance on correspondent services in paragraghofw®ards of the Guidance Notes on AML/CFT.

533. Particular care should be taken where corresporsdgnices involve jurisdictions where the
correspondent financial institutions have no plalgictesence. If financial institutions fail to appin
appropriate level of due diligence to such servitesy expose themselves to a range of risks alydin
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themselves holding and/or transmitting money linteeterrorism, corruption, fraud or other illegatigity.
Financial institutions should gather sufficientarthation about their correspondents to understaltylthe
nature of the correspondent’s business. Factarsrisider include: information about the correspoiide
management, major business activities, where treejoaated and its money-laundering prevention and
detection efforts; the identity of any third paeytities that use the correspondent services;@ddndition of
the financial institution regulation and superwvisia the correspondent’s country. Financial insititos should
only establish correspondent relationships witleifgm financial institutions that are effectivelypsuvised by
the relevant authorities and have effective custaneeptance and KYC policies.

534. In particular, financial institutions should refuseenter into or continue a correspondent relatign
with a financial institution incorporated in a jsdiction in which the correspondent has no phygicesence
and which is unaffiliated with a regulated finahgjeoup (i.e., it may involve a shell financial fitation).
Financial institutions should pay particular attentwhen continuing relationships with corresponddocated
in jurisdictions that have poor KYC standards oréhbeen identified as being “non-cooperative” ia fight
against anti-money laundering. Financial institasighould establish that their correspondents tage
diligence standards as set out in these GuidantesNand employ enhanced due diligence proceddities w
respect to transactions carried out. A list ofgdittions that have been classified as non- coabperby the
FATF is shown at Appendix E of the Guidance Notes.

535. Financial institutions should be particularly ale@rthe risk that correspondent services mightdsaiu
directly by third parties to transact businesshairtown behalf. Such arrangements give rise ta wiothe
same considerations applicable to introduced besiaad should be treated in accordance with therierset
out for introduced business. The provisions oroifiticed business are contained in paragraphs 6&.8&mf
the Guidance Notes. For the purposes of claritypitld be helpful for this provision to be expratge
alternative language. One of the requirementsnivoduced business is that the financial institut®satisfied
that the procedures laid down by the eligible idtreer or group introducer meet the requirementsifipe in
the FIAMLA, regulations made thereunder and thed@nce Notes. In addition, where a financial intitu
relies on customer identification documentatiothi@ possession of an eligible or group introduités,not
required to retain copies of the documentationsmown records where the institution is satisfiegt he may
obtain the information from the introducer on regfue

536. There is no explicit reference to determinatiomhef respondent’s reputation from publicly available
information and equally importantly, whether it Heesen subject to any money laundering or terréinancing
investigation or regulatory action.

Assessment of AML/CFT Controls in Respondent Ingtibn (c. 7.2):

537. Paragraph 6.88 of the Guidance Notes on AML/CFVides that financial institutions should gather
sufficient information about their correspondemtsihderstand fully the nature of the corresponddmtsiness.
Factors to consider include: information aboutdbeespondent’s management, major business aesiyiti
where they are located and its money-launderinggmtéon and detection efforts; the identity of dhiyd

party entities that use the correspondent servarabthe condition of the financial institution véggion and
supervision in the correspondent’s country. Fimgnastitutions should only establish corresporiden
relationships with foreign financial institutiorisat are effectively supervised by the relevant anitibs and
have effective customer acceptance and KYC policies

538. Paragraph 6.89 provides that financial institutishsuld establish that their correspondents haee du
diligence standards as set out in the GuidancesNwteAML/CFT issued by the Bank of Mauritius, and
employ enhanced due diligence procedures with c¢$paransactions carried out.
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Approval of Establishing Correspondent Relationshkigc. 7.3):

539. There is no reference in the Guidance Notes tam@btasenior management approval before
establishing a correspondent relationship. In pracit appeared to the mission that senior managém
approval was obtained. The Bank of Mauritius hae abnfirmed that such approval is obtained.

Documentation of AML/CFT Responsibilities for Eaclmstitution (c. 7.4):

540. There is no specific requirement for financial gions to ensure the respective AML/CFT
responsibilities of each party to a correspondelationship are documented. Nevertheless, repiasess of
banks met by the mission considered it prudenbtmohent such relationships.

Payable-Through Accounts (c. 7.5):

541. Financial institutions should only establish cop@sdent relationships where the respondent has
effective customer acceptance and KYC policiese@ian 7.5 deals with payable-through accountsthace
is no explicit requirement in the Guidance Note fimancial institutions in relationships involgipayable
through accounts should be satisfied that the redgnat has performed all the normal customer dugedite
obligations set out in Recommendation 5 on thodts @ustomers that have direct access to the atsafithe
correspondent financial institution and that thepmdent institution is able to provide relevargtomer data
upon request to the correspondent.

542. It appeared to the mission from meetings with bah&sthe provisions on correspondent services in
the Bank of Mauritius Guidance Notes are satiséied that banks’ standards in practice are stroingerthe
Guidance Notes. Banks were aware of the poteiigiad presented by correspondent banking relatipsshi

Misuse of New Technology for ML/FT (c. 8.1):

543. Section 3(2) of the Financial Intelligence and Avitbtney Laundering Act 2002 states that institutions
which fail to take such measures as are reasonaiolyssary to ensure that neither it nor any seoffeeed by

it, is capable of being used by a person to coromiip facilitate the commission of a money launaigri

offense shall commit an offense. Further, regoitafl of the Financial Intelligence and Anti-Money
Laundering Regulations 2003 provides that evemwaait person shall implement internal controls ather
procedures to combat money laundering and finanafitgrrorism, which shall include:

(@) programs for assessing risk relating to moaewndiering and financing of terrorism;

(b) the formulation of a control policy that wilbeer issues of timing, degree of control, areas to
be controlled, responsibilities and follow-up;

(©) monitoring programs in relation to complex, saal or large transactions;
(d) enhanced due diligence procedures with respgmtrsons and business relations and

transactions carrying high risk and with persornal@ished in jurisdictions that do not have adeguat
systems in place against money laundering anddingrof terrorism;
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(e) providing employees, including the Money Lauime Reporting Officer, from time to time
with training in the recognition and handling ofpicious transactions; and

() making employees aware of the procedures utidse regulations, the Act, Codes and
Guidelines and any other relevant policies thaiaai@ted by the relevant person;

(9) establishing and maintaining a manual of coamge procedures in relation to anti-money
laundering.

544. The foregoing provisions are very positive, altHotige AML/CFT framework does not direct the
attention of institutions to the misuse of techigidal developments.

545. The FIAMLA and the Financial Intelligence and AMiney Laundering Regulations 2003 apply
equally to institutions regulated by the FSC. Peaaply 6 of the Codes issued by the FSC statesithaskes
must implement appropriate and ongoing trainingstaff in general and the Money Laundering Repgrtin
Officer in particular. Paragraph 6.1 goes on totkayin order to facilitate satisfactory recogmitiand
handling of suspicious transaction reports, liceasaust make arrangements for the ongoing traivfiradj
licensees. Training should cover recognition opftisus transactions and additional measures totaiai a
high level of awareness and vigilance betweenitrgisessions. Paragraph 6.3 adds that traininglfor
employees should include the money laundering emdrtst financing vulnerabilities of relevant siees and
products. The positive provisions of the Codes aladirect the attention of institutions to the nsewf
technological developments.

Risk of Non-Face to Face Business Relationships&2 & 8.2.1):

546. Paragraphs 6.49 to 6.56 of the Guidance Notes oh/BMT cover non-face-to-face customers. The
Guidance Notes advise that it is most importantttie procedures adopted to confirm identity fon-f@ce-to-

face verification be at least as robust as thostafre-to-face verification. As with face-to-facerification, the

procedures to check identity must serve two purpdseensure that a person bearing the name afipblecant

exists and lives at the address provided, andliaathe applicant is that person.

547. Accordingly, in accepting business from non-facdatoe customers financial institutions should apply
equally effective customer identification proceduas for those available for interview; and othpercific and
adequate measures to mitigate the higher risk pogeodn-face-to-face verification of customers.

548. Non-Residents applying from abroad should be reqguio complete a standard application form,
which should incorporate the following details:gmiame; current permanent address; mailing address;
telephone and fax number; date and place of bidtipnality; occupation and name of employer (if se
employed, the nature of the self employment); parsgfetails, or National Identity Card, drivingditse or
armed forces identity card details (i.e., numbet esuntry of issuance), together with issue dateexpiry
date; signature/signatures; authority to obtairpehdent verification of any data provided.

549. The application form, duly filled in, should be aogpanied by any of the following supporting
documents with respect to identity: a clearly légthotocopy of any of the following documents: iNaél
Identity Card, current valid passports; currentdvdfiving license as; and armed forces identitydcahe
supporting documents should be duly certified aise@copy by a lawyer, accountant or other proéessi
persons who clearly adds to the copy (by meansstdrap or otherwise) his name, address and professi
aid tracing of the certifier if necessary and whieé financial institution believes in good faithlie acceptable
to it for the purposes of certifying. Address shibioé ascertained by obtaining an original or deditopy of
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utility bill addressed to the applicant at the addrfrom which he, she or they are applying, anarigmal or
certified copy of a bank statement addressed tapipécant at the address from which he, she or éhe

applying.

550. The following additional steps may be taken: canétion by the financial institutions from directory
enquiries or from a recognized telephone directoryhe locality from which the applicant is applyi
containing an entry for the applicant and showheydaddress from which he, she or they are applying.
Financial institutions may also rely on other regedl institutions to verify identity of non-residemistomers,
in accordance with paragraphs 6.79 to 6.86.

551. Paragraph 6.51 of the Guidance Notes identifiesfaoa to face business as being high risk and
paragraph 6. 109 of the Guidance Notes requiregsified monitoring of high risk relationships.

552. Non-face to face business relationships are cowatrpdragraph 4.6.2 of the Codes issued by the FSC.
This paragraph is included in the section of thdé&sowhich require licensees to apply enhanced itigertte
measures in all high-risk business relationshipstamers and transactions. Non-face-to-face bssine
relationships, customers and transactions areftiverdefined as high-risk.

553. Paragraph 4.6.2 advises that the FSC recognizemtlah of the business conducted by licensees is
conducted on a non-face to face basis with cligdtien it is either impossible or impractical faxdnsees to
have or obtain original primary or secondary docotagy evidence of identity. Where this is the dxsnsees
may rely on copies that have been appropriatelyfieer as outlined in paragraph 4.4 of the CodebeY¥ an
licensee relies upon verification of identity doantation that are not in an original form, the duentation
must be appropriately certified as true copieefdriginal documentation.

554. Where an employee of a licensee meets an appfimabtisiness or the principals thereof face-to-face
and has access to original verification of identibgumentation, he or she may take copies of thécation

of identity documentation and certify them perstnas true copies of the original documentatiorotimer
cases, copies of the verification of identity doemtation can be certified in accordance with themnab
certification process of the jurisdiction where #pplicant for business is based. A list of examplietypes of
person who may certify documentation is providedhgyFSC in the Codes:

A lawyer, notary, actuary or an accountant holdingcognized professional qualification.

A serving Police or Customs Officer.

A member of the judiciary

A senior civil servant

An employee of an embassy or consulate of the cpohissue of the identity documentation.

A director or secretary (holding a recognized pssienal qualification) of a regulated financiah\sees
business in Mauritius or in an equivalent jurisidict

A Commissioner of Oath.

555. Paragraph 4 of the Codes provides that customeditigence measures should include conducting
ongoing due diligence on the business relationahgpscrutiny of transactions throughout the coafsbe
business relationship to ensure that the trangectirowhich the customer is engaged are consigtiémthe
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licensee’s knowledge of the customer and his basiaed risk profile (including where necessary sinerce
of funds).

556. The customer profile of institutions met by the sio® was varied, with some institutions being
concerned with local business only, while otheest{pularly banks and other investment institutjomsd and
were seeking greater international customers. Taetees were generally aware of the greater nsised by
non-face to face business and therefore treatedtlsiness as higher risk. It appeared to tissiam that, for
institutions supervised by the Bank of Mauritiuslail other institutions with a non-Mauritius custer base,
all but one met the standards for non-face-to-facgness. This institution was unable to explaiw fitavould
advise the FSC how it complied with the relevanti€oAs specified in the implementation section of
Recommendation 5, at the time of the evaluationfiomewas in the process of establishing formalgadures
to comply with the relevant Code and another firaswot subject to a Code.

3.2.2 Recommendations and Comments

557. The Guidance Notes on AML/CFT issued by the Banklatiritius and the Codes issued by the FSC
contain detailed provisions on the procedures reduiy financial institutions to prevent money ldenng

and terrorist financing. It was apparent to thesmis that the Bank of Mauritius treat their AML/CFT
responsibilities seriously. A significant numberimdtitutions met by the mission appeared to habe st
AML/CFT measures in place. Virtually all institutie met by the mission had been subject to an en-sit
inspection. There are two main areas to be addtesserms of language in the Guidance Notes ardk€.o
First, the Guidance Notes and Codes are not theesklw or regulation notwithstanding that a breafch
these documents is a criminal offense. Seconce threr a few areas where the Guidance Notes and@ogle
more impressionistic than the Criteria in the Melblogy. Also, not all financial institutions as aefd by the
FATF have been included in the AML/CFT frameworkitMfeference to the language of the Bank of
Mauritius Guidance Notes, the mission noted thetteths some variety of language with regard towéxth is
enforceable. For example, words such as “are redjyifmust”, “it is imperative that”, “should”, “its
incumbent on” and “it is important that” are usadection 5 of the Notes to establish enforcealdasures.
Wither reference to the Codes, “must” and “sho@d® used for enforceable measures while languadeasu
“can”, “may”, “it will be considered reasonable’hc“could be” are used for guidance. The superyibodies
should consider using one form of language and@ame of measures for guidance.

558. It is recommended that:

The AML/CFT framework should be extended to cowerfull range of financial institutions (including
cooperative credit unions) defined as such by teR;

Law or regulation should be amended to state thstbeer due diligence is required when there ipisim of
money laundering in connection with non-occasidraisactions and where the institution has doubts
about the veracity or adequacy of previously oletdioustomer identification documentation;

Law or regulation should be amended to requirenfirad institutions to verify the identity of the meficial
owner;

Law or regulation should be amended, so that fetazners that are legal persons or legal arrangasment
financial institutions should be required to deterthe natural persons who exercise ultimate
effective control;
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Law or regulation should be amended to requirenfired institutions to conduct ongoing due diligemeethe
business relationship;

Enhance the implicit language of the Guidance Ntmtesake it explicit that for legal persons andaleg
arrangements financial institutions should takeoeable measures to understand the ownership and
control structure of the customer.

Amend the Guidance Notes and Codes to requirediabimstitutions to ensure that documents, data or
information collected under the CDD process is kepto date and relevant by undertaking reviews of
existing records, particularly for higher risk qgdees;

Amend the regulations made under FIAMLA to introelueduced or simplified measures for the life insce
policies specified, or provide justifiable reasémsretaining the provisions;

Amend the Guidance Notes and Codes to allow vatitio of identity to be delayed provided that, irda,
this is essential not to interrupt the normal cewsbusiness;

Amend the Guidance Notes and Codes so that wHararaial institution is unable to comply with t@DD
requirements it should consider making a suspidi@rssaction report;

In the circumstances specified in Criterion 5.1¢uiee financial institutions to terminate the busia
relationship and consider making a suspicious &etren report;

The FSC should consider how to introduce an enétreeobligation on financial institutions on the BD
requirements for existing customers;

The Bank of Mauritius and the FSC should considéiaecing the Guidance Notes and the Codes resehrctiv
to use one form of language for enforceable measamd one form of language for guidance;

Amend the Guidance Notes to extend the definitioREPs to include family and associates in all
circumstances, to extend the provisions to berafisivners who are PEPs (including obtaining source
of wealth and funds) and to require senior managemgeproval when a person becomes a PEP after
the establishment of the relationship;

Amend the Codes so that close associates of PEHsesmeficial owners who are PEPs are covered (inwu
obtaining source of funds and of wealth), and tpune senior management approval when a person
becomes a PEP after the establishment of thegeip;

Amend the Guidance Notes so that financial instiig determine the respondent’s reputation fromiplyb
available information and gather information on tiee a respondent has been subject to an
investigation or regulatory action; so that sem@nagement approval is obtained for new
correspondent relationships; so that the respeftike/CFT responsibilities of the correspondent and
respondent are documented so that financial itistitsi in relationships involving payable — through
accounts are satisfied that the respondent hagrpe all the normal CDD obligations in
Recommendation 5 on customers with direct accewetaccounts of the correspondent financial
institution.

Amend the Guidance Notes and Codes to requirdiitistis to have policies in place to prevent theusé of
technological developments, and amend the Guidslntes to include ongoing due diligence to
address the specific risks of non-face to facerass.

3.2.3 Compliance with Recommendations 5 to 8
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Rating Summary of factors underlying rating

R.5

PC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

Some elements are not included in law or regulation (some provisions on when
to undertake CDD, verifying the beneficial owner, determining the
natural persons who ultimately own or control the customer, ongoing
due diligence);

The Guidance Notes/Codes do not require CDD information to be kept up to
date and relevant or require consideration of whether an STR should be
made if an institution cannot obtain CDD information. The Guidance
Notes/Codes do not limit delay to the verification of identity when this is
essential not to interrupt the normal course of business and do not
require consideration to be given to making a suspicious transaction
report when CDD requirements cannot be complied with.

R.6

PC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

The Guidance Notes do not apply the definition of PEPs in all circumstances
(e.g., family and associates in all circumstances beneficial owners and
obtaining their source of wealth and funds of beneficial owners) and do
not require senior management approval for persons who become a
PEP after the commencement of a relationship;

The Codes do not cover close associates and beneficial owners — including
obtaining their source of wealth and funds.

R.7

PC The Guidance Notes contain do not require financial institutions to determine the
respondent’s reputation from publicly available information; to gather
information on whether a respondent has been subject to an
investigation or regulatory action; senior management approval to be
obtained for new correspondent relationships; for the respective
AML/CFT responsibilities of the correspondent and respondent to be
documented for institutions in payable — through accounts to satisfy
themselves adequate CDD obligations have been performed on
customers with direct access to the accounts of the correspondent
financial institution.

R.8

LC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

The Guidance Notes and Codes do not require institutions to have policies in
place to prevent the misuse of technological developments.

3.3 Third parties and introduced business (R.9)

3.3.1

Description and Analysis

Requirement to Immediately Obtain Certain CDD elent& from Third Parties (c. 9.1):

559.

Paragraph (6) of regulation 4 of the Financiallligence and Anti-Money Laundering Regulations

2003 provides that where an applicant for busireesgroduced to a relevant person by an eligibteoducer
or a group introducer, it shall be sufficient corapte with the identification requirements forinduals and
bodies of persons in paragraphs (4) and (5) wineredlevant person:

i) obtains and maintains documentary evidencettigeligible introducer or group introducer is
regulated for the purposes of preventing moneydating and terrorist financing; and

(i) is satisfied that the procedures laid dowrthy eligible introducer or group introducer meet th
requirements specified in the FIAMLA, or any codeayaidelines issued by a supervisory authority.
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560. A relevant person relying on customer identificatdmcumentation in the possession of an eligible
introducer or group introducer shall not be reqliieeretain copies of that customer identification
documentation in his own records where he is satishat he may obtain that customer identification
documentation from the eligible introducer or granfgpoducer upon request. Every relevant persott sha
comply with the requirements specified in any codguidelines issued by its supervisory authorgjating to
the conduct of business with eligible introducergmup introducers.

561. Eligible introducer is defined as meaning any pensbo introduces an applicant for business to a
relevant person in Mauritius and regulated undeAMLA or any similar legislation in an equivaten
jurisdiction, or is subject to rules of professiboanduct relating to the prevention of money lagnity and
terrorist financing; and is based either in Maustor in an equivalent jurisdiction.

562. Equivalent jurisdiction means such jurisdiction ingvstandards pertaining to measures on anti-money
laundering comparable to Mauritius as may be sjgecif the guidelines issued by the Financial ligehce
Unit under regulation 10.

563. Group introducer means an introducer which is phitthe same group as the relevant person to whom
the applicant for business is introduced and isafdi-money laundering purposes, subject to eiter
consolidated supervision of a regulator in Mausitiw in an equivalent jurisdiction or is subjecthe anti-
money laundering regulations of a regulator in Ntaug or in an equivalent jurisdiction.

564. Paragraphs 6.79 to 6.86 of the Bank of Mauritiugd&uce Notes are also relevant.

565. They state that although the ultimate responsjtidit verifying the identity and address of custome
always lies with the financial institution, it iegognized that to avoid duplication, financial itugions may
rely on other eligible or group introducers to fiethe identity of applicants for business.

566. An eligible introducer is specified as any persdrowntroduces an applicant for business to a firsnc
institution in Mauritius:

(a) is regulated under the Financial Intelligencd Anti-Money Laundering Act 2002 or any similar
legislation in an equivalent jurisdiction, or isogect to rules of professional conduct relatinghte
prevention of money laundering and terrorist firagcand

(b) is based either in Mauritius or in an equivajensdiction.

567. A group introducer is specified as an introducercihs part of the same group as the financial
institution to whom the applicant for businessiisaduced and is, for anti-money laundering purppsebject
to either the consolidated supervision of a regulat Mauritius or in an equivalent jurisdiction isrsubject to
the anti-money laundering regulations of a regulatdauritius or in an equivalent jurisdiction.

568. An equivalent jurisdiction is a jurisdiction whittas a legislation equivalent to Mauritius as spedif
in Appendix B of the Guidance Notes.

569. Financial institutions may rely on an eligible og@up introducer to verify the identity of an appht
for business where:
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() the financial institution obtains and maintagdecumentary evidence that the eligible introdwarer
group introducer is regulated for the purposesre¥@nting money laundering and terrorist financing;
and

(i) the financial institution is satisfied thatelprocedures laid down by the eligible introduaegroup
introducer meet the requirements specified in tAViE, regulations made thereunder and the
Guidance Notes.

570. Where a financial institution relies on customemtification documentation in the possession of an
eligible or group introducer, it is not requiredrétain copies of the customer identification doeatation in

its own records where the financial institutiorsadisfied that he may obtain that customer idexatifon
documentation from the eligible introducer or grangpoducer upon request.

571. In addition, financial institutions should condpetriodic reviews to ensure that an introducer witich
relies on continues to conform to the criteriaaétabove.

572. Financial institutions must request group or elgiintroducers to provide them with a duly compdete
Group Introducers Certificate or Eligible Introdue€ertificate as the case may be. It is left hafficial
institutions to design their own Group or Eligitteroducers Certificates, provided that the infotiom called
for in the certificate do not materially differ Wwithe specimens at Appendices C and D. The catttifistates
that a certificate/summary sheet containing aéveht identification data and other relevant infation
pertaining to the applicant is enclosed with iteTimancial institution must reach an agreemernt wie
introducer that it will be permitted at any stagevérify the due diligence undertaken by the intaet.

573. The certificates referred to above provide comtfmifinancial institutions. Institutions may credteir
own certificates based on those in the Guidanced\dthe information in the institutions’ certifieatmust not
be materially different to that in the certificaieghe Bank of Mauritius Guidance Notes (albedtttihe
information required is not as explicit as the msegy information in Recommendation 5) but thisscoet
affect the requirement of the certificate thattieerlying records of identity and copies of theuwlnented
evidence will be made available to the Mauritiugtibation upon request without delay. Represergatiof
banks interviewed by the assessment team inditlaétdn practice they obtain full copy documentatioom
introducers rather than use the certificates.

574. Regulation 4 of the Financial Intelligence and Avibney Laundering Regulations 2003 applies to
institutions regulated by the FSC. Under the miovis of paragraph 4.7 of the FSC’s Codes, financia
institutions may rely on eligible or group intro@us.

575. The use of intermediaries is not a prevalent pradgh the domestic sector regulated by the FSC.
Nevertheless, the Codes note that in recognitighefact that a number of clients of licenseedlauritius
are introduced by intermediaries, licensees mayifinecessary to place reliance upon eligible gnodip
introducers in satisfying their obligation to unidée CDD measures.

576. Eligible introducers are specified as persons ttieswhich refer business to licensees and are
regulated for money laundering purposes or/areestibp rules of professional conduct pertainingitmey
laundering and are based either in Mauritius @ jurisdiction having in place anti-money laundgrin
legislation that is at least equivalent to theskdion in Mauritius. Appendix Il of the Codes cainis a list of
such jurisdictions.
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577. A group introducer is specified as an entity tlsghart of the same group as the licensee and jiectub
for money laundering purposes either to the codatdid supervision of a regulator in Mauritius oam
equivalent jurisdiction or is subject to the antimey laundering regulation of a regulator in Mausitor in an
equivalent jurisdiction.

578. Licensees may rely on eligible or group introduderperform the following customer due diligence
tasks:

Identifying and verifying the identity of the apgdint for business using reliable, independent sourc
documents, data or information;

Identifying the beneficial owner and taking readwleaneasures to verify the identity of the benafiowner -
so that the Insurance Entity is satisfied that i@ws who the beneficial owner is.

Obtaining information on the purpose and intendatdire of the business relationship.

579. Licensees are advised that whenever they pla@ogiupon an eligible or group introducer, they
should bear in mind that the ultimate responsibitit ensure that the CDD measures have been cadplet
satisfactorily rests with the licensee. Resporigjtiibr undertaking CDD measures for applicantstfosiness
cannot be abdicated by licensees to eligible ongiotroducers.

580. Licensees may rely on eligible/group introducerpadorm their CDD obligations provided that the
following criteria are met:

Licensees must obtain evidence of a group or édéigitiroducer’s status in the form of a completedup
Introducer Certificate in Appendix Il of the Codessa completed Eligible Introducer Certificate in
Appendix IV of the Codes. In addition, licenseesstaatisfy themselves independently that the
procedures followed by eligible and group introdscare sufficiently robust to ensure that the CDD
measures are conducted in accordance with theresgeits of the Codes.

Licensees and the eligible/group introducer musstidish their respective responsibilities in writir-or these
purposes, licensees are required to establish pteaedures to determine an acceptable level of
reliability on the eligible/group introducer.

It is not necessary for licensees to obtain copigSDD documentation from the eligible/group intuoer.
Licensees should ensure that they have timely adogbe CDD information maintained by the
eligible/group introducer and that the CDD docuragah will be made available from the
eligible/group introducer upon request without glela

The licensees must ensure that their agreementdhweteligible/group introducers include specifiuses
relating to commitments that the eligible/groupadiucer will perform all necessary CDD measures,
will grant access to CDD information and will ses@pies of CDD documentation to the licensee upon
request without delay.

Senior management or board of directors of licemsaest conduct periodic independent testing of the
arrangements by which licensees may gain acc&sBibinformation or obtain CDD documentation
maintained by the eligible/group introducer to e@rghat the arrangements work as designed.

All copy documentation passed to licensees byldigroup introducers must be certified.

581. Licensees may rely upon existing CDD documentatidhe possession of an eligible or group
introducer provided that the information contaimgthin the documentation continues to be accurateea
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time that it is relied upon by the licensee. Ral@mmay only be placed upon an eligible or groupacer in
circumstances where an applicant for businesgiisgagn its own behalf and not as a nominee ot¢risn
behalf of an undisclosed underlying principal. Tihensee must undertake and complete its own CDD
measures if it has doubts about the eligible/giatmoducer’s ability to undertake appropriate diugence.

582. The specimen certificate in the Codes states thatteoducer has conducted customer due diligence
measures and holds sufficient information to eghlthe ownership and control structure of the iappt.

There is no explicit requirement for financial ingions relying on third parties to immediatelytain from

third parties the necessary information concertiiregcustomer due diligence process.

Availability of Identification Data from Third Partes (c. 9.2):

583. Paragraph 6(b) of Regulation 4 of the Financialligence and Anti-Money Laundering Regulations
2003 provides that a relevant person relying astauer identification documentation in the possessf an
eligible introducer or group introducer shall netdequired to retain copies of that customer idieation
documentation in his own records where he is satishat he may obtain that customer identification
documentation from the eligible introducer or grangpoducer upon request.

584. Paragraph 6.84 of the Bank of Mauritius Guidancéeslon AML/CFT states that where a financial
institution relies on customer identification doamtation in the possession of an eligible or grotnoducer,
it is not required to retain copies of the custordentification documentation in its own recordsendthe
financial institution is satisfied that he may dbtthat customer identification documentation frtiva eligible
introducer or group introducer upon request. Paay6.85 goes on to say that, in addition, findncia
institutions should conduct periodic reviews towgrghat an introducer which it relies on contintes
conform to the criteria set out above.

585. Paragraph 6.86 adds that financial institutionstmecguest group or eligible introducers to provide
them with a duly completed Group Introducers Ciedie or Eligible Introducers Certificate as theeaay
be. It is left to financial institutions to desigmeir own Group or Eligible Introducers Certificat@rovided
that the information called for in the certificate not materially differ with the specimens at Apgiees C
and D. The financial institution must reach an egrent with the introducer that it will be permittaidany
stage to verify the due diligence undertaken byinttreducer.

586. The certificates in the appendices include a refado the introducer having to provide underlying
records of identity and copies of documentary awigeon request without delay. This provision caoeo
amended by financial institutions.

587. Regulation 6 of the Financial Intelligence and Avibtney Laundering Regulations 2003 also apply to
institutions licensed by the FSC.

588. Paragraph 4.7 of the FSC’s Codes provide thatewaiat person relying on customer identification
documentation in the possession of an eligiblethicer or group introducer shall not be requirecktain
copies of that customer identification documentatiohis own records where he is satisfied thanhg
obtain that customer identification documentatiamf the eligible introducer or group introducer ngequest
The paragraph goes on to say that it is not neefsafinancial institutions to obtain copies obD
documentation from the eligible/group introduc&inancial institutions must ensure that they havely
access to the CDD information maintained by thgilgi/group introducer and that the CDD documeaotati
will be made available from the eligible/group oducer upon request without delay.
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Regulation and Supervision of Third Party (applyirg. 23, 24 & 29, c. 9.3):

589. Paragraph 6 of Regulation 4 of the Financial Iigetice and Anti-Money Laundering Regulations
2003 provides that where an applicant for busireesgroduced to a relevant person by an eligibteoducer
or a group introducer, it shall be sufficient corapte with the identification requirements of paegis (4)
and (5) where the relevant person:

a) obtains and maintains documentary evidencehbagtligible introducer or group introducer is
regulated for the purposes of preventing moneydating and terrorist financing; and

b) is satisfied that the procedures laid down leydligible introducer or group introducer meet the
requirements specified in the Act, or any codewdejines issued by a supervisory authority.

590. Paragraph 6.80 states that an eligible introduasedt outside Mauritius must be regulated under
legislation similar to the FIAMLA or be subjectttoles of professional conduct relating to the praiom of
money laundering and terrorist financing and basexh equivalent jurisdiction. A foreign groupriodiucer is
part of the same group as the financial institutmwhom the applicant for business is introduaediia, for
anti-money laundering purposes, subject to conastatisupervision in an equivalent jurisdiction.e Bame
principles apply to introducers based in Mauritius.

591. Appendix C and appendix D of the Guidance Notekdea group introducers certificate and an
eligible introducers certificate respectively. Tdreup certificate requires the certifier to comfithat all
necessary due diligence as required by group stamdad local law has been satisfactorily undertakealso
requires confirmation by the introducer that isibject to consolidated supervision or subjecnhtéraoney
laundering regulations. The eligible introducesgtificate requires confirmation that the introduisesubject
to the FIAMLA and the Bank of Mauritius Guidancetl® or equivalent legislation. It also requires
confirmation that the identity of the applicant te®n obtained and that checks have been undettimken
confirm that the applicant's name and address stmwihe application form is correct.

592. Regulation 2 of the Regulations requires introdsitebe regulated under the FIAMLA or any similar
legislation or to be subject to rules of profesalaronduct relating to the prevention of money thenmg and
terrorist financing.

593. Regulation 4(6) of the Financial Intelligence anatiAMoney Laundering Regulations 2003 applies to
institutions licensed by the FSC. In addition, enthe provisions of paragraph 4.7 of the FSC’s&Sod
financial institutions:

must obtain evidence of a group or eligible introehls status in the form of a completed Group liticer
Certificate or a completed Eligible Introducer (farate); and

must satisfy themselves independently that thegahaies followed by eligible and group introducees a
sufficiently robust to ensure that the CDD measaresconducted in accordance with the requirements
of the Codes; and

the introducer must establish their respectiveassibilities in writing. For these purposes, fiogh
institutions are required to establish clear proces to determine an acceptable level of relighalit
the introducer; and
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must ensure that their agreements with the intreduinclude specific clauses relating to commitraénat the
introducer will undertake all necessary CDD measungll grant access to CDD information and will
send copies of CDD documentation to the finanaistitution upon request without delay.

594. In addition, senior management or board of directdrfinancial institutions must conduct periodic
independent testing of the arrangements by whi@mfial institution may gain access to CDD inforigrabr

obtain CDD documentation maintained by the eligdreup introducer to ensure that the arrangemeatk w
as designed.

595. The specimen group introducer certificate in thel€orequires the introducer to state that it is a
member of a group of companies subject to grouprsigion. It also requires the introducer to derthat all
necessary customer due diligence information measas required by group standards and by localdathe
purpose of combating money laundering and terrbriathcing has been satisfactorily undertaken and
completed. The specimen eligible introducer aesté in the Codes requires the introducer to confhat it
meets the FIAMLA and the FSC’s Codes or equivdiegislation. The introducer also has to confirmas
undertaken and completed customer due diligencesumes for the applicant and confirm that it possess
sufficient information to establish the ownershi aontrol structure of the applicant.

596. Regulation 2 of the Financial Intelligence and Antney Laundering Regulations 2003 defines the
concept of eligible introducer as a person regdlateder the FIAMLA or any similar legislation in an
equivalent jurisdiction or a person who is subjegbrofessional rules of conduct relating to thevention of
money laundering and terrorist financing.

Adequacy of Application of FATF Recommendations @4):

597. Regulation 2 of the Financial Intelligence and Avibney Laundering Regulations 2003 defines
eligible introducer, equivalent jurisdiction andgp introducer.

598. Eligible introducer means any person who introdweapplicant for business to a relevant person in
Mauritius and:

a) is regulated under the Act or any similar leggish in an equivalent jurisdiction, or is subjtct
rules of professional conduct relating to the priom of money laundering and terrorist financing;
and

b) is based either in Mauritius or in an equivajensdiction.

599. Equivalent jurisdiction means such jurisdiction ingvstandards pertaining to measures on anti-money
laundering comparable to Mauritius as may be sjgecih the guidelines issued by the Financial ligehce
Unit under regulation 10.

600. Group introducer means an introducer which is phitthe same group as the relevant person to whom
the applicant for business is introduced and isafdi-money laundering purposes, subject to eiter
consolidated supervision of a regulator in Mausitiw in an equivalent jurisdiction or is subjecthe anti-
money laundering regulations of a regulator in Ntaug or in an equivalent jurisdiction.

601. Paragraphs 6.80 to 6.82 of the Bank of Mauritiugd&uce Notes on AML/CFT are pertinent to which
countries Mauritius considers adequately applyRA€F Recommendations.
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602. An eligible introducer is any person who introduaesapplicant for business to a financial instixti
in Mauritius:

(a) is regulated under the Financial Intelligencd Anti-Money Laundering Act 2002 or any similar
legislation in an equivalent jurisdiction, or idagect to rules of professional conduct relatingh®
prevention of money laundering and terrorist finagrand

(b) is based either in Mauritius or in an equivajensdiction.

603. A group introducer is an introducer which is pdrth® same group as the financial institution tawh
the applicant for business is introduced and isafdi-money laundering purposes, subject to eitfer
consolidated supervision of a regulator in Mausitiw in an equivalent jurisdiction or is subjecthe anti-
money laundering regulations of a regulator in Ntaug or in an equivalent jurisdiction.

604. An equivalent jurisdiction is a jurisdiction whittas a legislation equivalent to Mauritius as spedif
in Appendix B. Appendix B lists 35 countries aedritories which the Bank of Mauritius considershtoe
legislation/status/ procedures equivalent to Maugit The Bank of Mauritius advised that careful
consideration had gone in to concluding which coestshould be included in appendix B. For exairiple
does not include all members of the FATF.

605. Regulation 2 of the Financial Intelligence and Avibney Laundering Regulations 2003 applies to
institutions licensed by the FSC.

606. Paragraph 4.5 of the Codes issued by the FSC statiesligible introducers must be in Mauritiusiror
a jurisdiction that has in place anti-money lauidglegislation that is at least equivalent to lggislation in
Mauritius. Appendix Il of the Codes lists 35 elent jurisdictions. The criteria specified in apgix Il as
being used by the FSC to determine whether a jatied has equivalent AML legislation includes: FAT
membership, EU membership, information availabltheoFSC about the AML/CFT laws of certain EU and
FATF jurisdictions that are excluded from the liafprmation available to the FSC about the AML/CBWs
of certain non-EU and FATF jurisdictions that appaathe list and are deemed by the FSC to havivaqut
legislation in place.

Ultimate Responsibility for CDD (c. 9.5):

607. Paragraph 6.79 of the Guidance Notes on AML/CFiliddsy the Bank of Mauritius provides that
although the ultimate responsibility for verifyitige identity and address of customers always lids tive
financial institution, it is recognized that to @avaluplication, financial institutions may rely ather eligible
or group introducers to verify the identity of ajpphts for business.

608. Paragraph 4.5 of the FSC’s Codes states that whefiaancial institutions place reliance upon an
eligible or group introducer, they should bear iimarthat the ultimate responsibility to ensure tihat CDD
measures have been completed satisfactorily regtgtve financial institution. Responsibility fondertaking
CDD measures for applicants for business cannabbeated by licensees to eligible or group intaets.

609. The Bank of Mauritius and the FSC conduct on-sigpéctions to assess compliance with the
introduced business provisions of the Guidance Naitel Codes respectively. In practice, it is barid
insurers which accept introduced business anddphpgar to obtain full copy documentation rathen tiedy
on the provisions of the Guidance Notes and Codeshnallow them to accept basic information from
introducers provided other information is availabg®n request with out delay. This is because &ney
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unwilling to accept the risk of being ultimatelysponsible for customer due diligence while onlyereing
limited — if important — information from introduce Introducers are very rare in the domesticranste and
investment sector. As discussed in the implemenmtaection of Recommendation 5, one institution mats
subject to a Code and another was, at the timeeoévtaluation, putting in place formal proceduceseet the
relevant Code. Another institution would not hi»een able to advise the FSC on how it complied thigh
relevant Code.

3.3.2 Recommendations and Comments

610. The Guidance Notes on AML/CFT published by the Bafhikauritius and the Codes issued by the
FSC contain comprehensive provisions on introdimesiness. In practice, banks appear to obtaircéydly
documentation rather than rely on introducersrobhicers are very rare in the investment sectbie main
issues are that the financial institution may makive all of the information required by Recomnediah 9
before accepting a business relationship and e ay person who may be considered to be an inteyda
widely defined. It is recommended that:

The Guidance Notes and Codes should be amendédtsinaincial institutions obtain all rather thamrse of
the necessary information from third parties; tloel€s should be amended to refer to the requirements
of the necessary information.

The Guidance Notes and Codes should be amendédtsalltintroducers are regulated and supervised an
subject to the relevant FATF Recommendations.

3.3.3 Compliance with Recommendation 9

Rating Summary of factors underlying rating

R.9 LC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

The Guidance Notes and Codes do not require the necessary information to be
obtained by financial institutions; or that all introducers should be
regulated and supervised and subject to the relevant FATF
Recommendations.

3.4 Financial institution secrecy or confidentiality (R4)

3.4.1 Description and Analysis

Inhibition of Implementation of FATF Recommendatian(c. 4.1):

611. There are no secrecy laws which apply to instihgicegulated by the Bank of Mauritius. Financial
institutions do have a statutory duty of confidality. Any obligation to maintain confidentiality
contractual.

612. Section 51(1) of the Bank of Mauritius Act statieattthe Bank of Mauritius may require a financial
institution to furnish, at such time and in suchnmer and form as may be approved by the bank, such
information and data as the Bank may require ferpitoper discharge of its functions under the bamlaws.

613. Section 64(1) of the Banking Act 2004 provides #xagry person, who by virtue of his professional
relationship with a financial institution, has ass¢o the books, records, financial statementsharo
documents, of a financial institution shall keeprsinformation confidential. Section 64(2) prowsdeat
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except for the performance of his duties or the@se of his functions under the banking laws odiascted in
writing by the Bank of Mauritius, no person refette in section 64(1) shall, during or after hitenship
with the financial institution, disclose directly imdirectly to any person any information relatiiogthe affairs
of its customers including any deposits, borrowiagfransactions or other personal, financial aitess
affairs, without the prior written consent of thestomer or his personal representative. The Guel&lotes
are considered by the mission to be written dioastifrom the Bank of Mauritius.

614. Section 64(3) of the Banking Act 2004 states thatduty of confidentiality shall not apply in a g&n
of circumstances. These circumstances includeenther bank is required to make a report or provides
additional information on a suspicious transactmthe Financial Intelligence Unit under the Finahc
Intelligence and Anti-Money Laundering Act 2002.

615. Information shall also be disclosed by a finantiatitution where the head office of a financial
institution incorporated outside Mauritius requinefrmation from its branch in Mauritius about any
transaction of that branch, or where a head officerporated in Mauritius requires information frdts
branch outside Mauritius about any transactioraf branch. In addition, where the parent findncia
institution of a subsidiary operating in Mauritiaisd subject to consolidated supervision requiriesrmation
from the subsidiary about any transaction of tHesgliary, the information shall be disclosed. Whibies
information which is required relates to a tranigerctvith a customer other than a financial institat no
information other than credit facilities grantedbtoforeign exchange transactions with the custahah be
disclosed.

616. Under section 64(8) of the Act, where an officeadbreign financial institution or an officer of a
central bank or banking regulator in a foreign dounor any other entity or agency, by whatever nducedled,
having the responsibility to supervise financiatitutions or performing the functions of a centrahk,
proposes to conduct an inquiry, audit or inspeatiba branch or a subsidiary of such financialiingbn in
Mauritius or to conduct such other action that widalolve the duty of confidentiality imposed undieis
section, he shall obtain the prior written authatian of the central bank and be subject to thg dfit
confidentiality imposed under this section and eogditions that the central bank may impose before
information of a confidential nature be made avddao him.

617. Section 64(9) provides that the Director-Generaaunrthe Prevention of Corruption Act 2002, the
Chief Executive of the Financial Services Commissetablished under the Financial Services Devetopm
Act 2001, the Commissioner of Police, the Direcg@mneral of the Mauritius Revenue Authority estdigs
under the Mauritius Revenue Authority Act 2004aay other competent authority in Mauritius or odesi
Mauritius who requires any information from a fig&l institution relating to the transactions aedaunts of
any person, may apply to a Judge in Chambers fordar of disclosure of such transactions and atsoor
such part thereof as may be necessary. The Judgigaimbers shall not make an order of disclosuressriie
is satisfied that:

(a) the applicant is acting in the discharge ofdnigs duties;

(b) the information is material to any civil or inal proceedings, whether pending or contemplated
or is required for the purpose of any enquiry iotoelating to the trafficking of narcotics and
dangerous drugs, arms trafficking, offenses reladdgdrrorism under the Prevention of Terrorism Act
2002 or money laundering under the Financial liggetice and Anti-Money Laundering Act 2002; or

(c) the disclosure is otherwise necessary, iralldrcumstances.
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618. Subject to the other provisions of the Act, thetdrbank or any person making an inspection or
conducting an examination for it shall not reveless required by a court so to do, to any peasgn
information in relation to the affairs of a custaroétained in the course of an inspection madd ano
examination conducted.

619. Section 64(14) of the Act states that nothing ictisa 64 shall preclude the disclosure of informati
by the central bank, under conditions of confidaityi, to a central bank or any other entity orrage by
whatever name called, which performs the functimfres central bank in a foreign country for the s of
assisting it in exercising functions correspondimghose of the central bank under this Act. Thsvision
allows the Bank of Mauritius to provide informatitminternational banking supervisors, whetherarthe
supervisor is a central bank.

620. Section 64(15) states that section 64 is withoefuglice to the obligations of the central bank unde
any concordat or arrangement or under any existirigture memorandum of understanding for coopenati
and exchange of information between the centrak bal the Financial Services Commission established
under the Financial Services Development Act 200between the central bank and any other foreign
regulatory agency performing functions similaritoge of the central bank. Information exchangetkuthis
provision can include information relating to monayndering and terrorist financing.

621. Section 64(16) notes that in the event of any écindk inconsistency between any provision of ecti
64 and the provisions of any other enactment, dtiaar the Bank of Mauritius Act 2004, section 45§f)he
Dangerous Drugs Act, the Financial Intelligence Antd-Money Laundering Act 2002, section 123 of the
Income Tax Act and the Mutual Assistance in Crirharad Related Matters Act 2003, the provisionseatti®on
64 shall prevail.

622. The Bank of Mauritius has entered into a numbedvilateral Memoranda of Understanding (MOUS)
with supervisory bodies — see the discussion abRetendation 40.

623. No legal provisions prevent the sharing of inforimatbetween financial institutions where this is
required by Recommendations 7 and 9 and by Speemmendation VII.

624. There are no secrecy laws which apply to instingicegulated by the FSC. Financial institutions do
not have a statutory duty of confidentiality. Awmlgligation to maintain confidentiality is contraatu

625. Section 26 of the Financial Services and Developraen2001 provided that subject to other
provisions of the section every person who cawiesan activity in the financial services sectalslwhen so
required by the FSC, furnish all such informatiod @roduce such records or documents as may bendecha
of him by the FSC in order to ensure and monitengiiance with the relevant Acts or with any regidas,
directions, rules, codes or guidance notes made, @arry out its general powers of supervisiorgarnthose
Acts. These powers to obtain information were usethe FSC.

626. The members of the Board, the technical committeeChief Executive and staff of the FSC were
bound by a statutory duty of confidentiality undection 33 of the Financial Services Development2001.
They were required to take an oath of confideryiafi the form set out in a schedule to the Acteyiwere
also required to maintain the confidentiality offanatter relating to the relevant acts during afiber gheir
relationship with the FSC. However, information kcbie disclosed by the FSC under section 33 oAtte
under condition of confidentiality. When requiregthe Bank of Mauritius the FSC had to furnishrsuc
information as may be required by the Bank of Mausifor the discharge of its functions. The FS&wble
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to exchange information with the FIU under sec8(7)(d) of the Financial Services Development Athe
FSC has entered into a MOU with the FIU to fadéitaxchange of information.

627. The Financial Services Act came into force durimgmission. This Act repealed the Financial
Services Development Act. Section 42 of the newsAates that every licensee shall furnish to tB€ R&ll
such information and produce such records or dontsva such time and such place as may be requiired
him in writing by the Chief Executive. Section 8Bthe new Act requires every member of the FS@arh,
the technical committee, the Enforcement Committes Chief Executive, and every employee to takeath
of confidentiality before he begins to perform ahies under the regulatory legislation. Undetisad7,
notwithstanding section 83, the FSC may exchanigenration with a supervisory body relevant to the
enforcement of the regulatory legislation. Anyoimhation provided may be given subject to condgion
specified by the FSC including conditions restrigtthe use and disclosure of the information ingshrt

628. The FSC has entered into a number of bilateral M@Itls supervisory bodies — see the discussion at
Recommendation 40.

629. No legal provisions prevent the sharing of inforimatbetween financial institutions where this is
required by Recommendations 7 and 9 and by Speeimmendation VII.

630. No financial institution secrecy law inhibits thraplementation of the FATF Recommendations. Both
the Bank of Mauritius and the FSC have administéggiglation which enables them to obtain informati

from institutions and also to disclose informattortheir foreign counterparts. These powers haenlused.
3.4.2 Recommendations and Comments

3.4.3 Compliance with Recommendation 4

Rating Summary of factors underlying rating
R.4 C This Recommendation is fully met.

3.5 Record keeping and wire transfer rules (R.10 & SR.YI)

3.5.1 Description and Analysis

Record-Keeping & Reconstruction of Transaction Reds (c. 10.1 & 10.1.1):

631. Section 17(b) of the Financial Intelligence andiAbney Laundering Act 2002 provides that every
bank, financial institution, cash dealer or memtfahe relevant profession or occupation shall kaggh
records, registers and documents as may be requict the Act or by regulations. In this respesgulation
8 of the Financial Intelligence and Anti-Money La@ning Regulations 2003 provides that every relevan
person shall keep:

(@ records of customer identification, for notsléisan 5 years after the closure of the account or
cessation of business relationship with the custaoecerned;

(b) records of transactions carried out for cust@m®r not less than 5 years after completion of
the transactions concerned,;
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(c) records of all reports made to and by the Mdreyndering Reporting Officer, for not less
than 5 years after the date on which the reporade; and

(d) records of any money laundering training dekeeto employees.

632. The regulation goes on to say that notwithstanttiegoregoing, any guideline or code applicabla to
relevant person may provide for a longer periodlfierkeeping of records.

633. Section 33 of the Banking Act 2004 further requiieancial institutions to maintain records for a
period of 10 years. It states that every finanastitution shall, for the purposes of the banKigs, keep in
relation to its activities, a full and true writteecord of every transaction it conducts. Recardside records
showing, for each customer, at least on a dailisbparticulars of its transactions with or for tecount of
that customer, and the balance owing to or bydhstomer, such other records as the central bagk ma
determine. Every record kept under section 33 inedtept for a period of at least 10 years after the
completion of the transaction to which it relatEsey must also be kept at the principal officehaf financial
institution, or at such other place, in Mauritias,may be approved by the central bank.

634. Paragraph 7.03 of the Guidance Notes on AML/CFliddsby the Bank of Mauritius states that all
documentation required by financial institutionsséaify the identity of customers in accordancewtite
Guidance Notes must be retained for a period ofesstthan 10 years after the completion of thestxetion to
which it relates, closure of the account or cessatf the business relationship with the custonoeicerned.
Paragraph 7.04 adds that in cases where a thitgl s been relied upon to undertake verificatibidentity
procedures or to confirm identity, arrangementsikhbe made for the records to be retained fostime
period as stated in paragraph 7.03.

635. Paragraph 7.05 imposes the requirement that trimisaecords, in whatever form they are used, e.g.
credit/debit slips, checks etc. need to be maiethior a period of not less than 10 years aftectmpletion

of the transactions concerned, in such a mannemdble investigating authorities to compile a &atiery

audit trail for suspected laundered and terrorish@y and establish a financial profile of any sespecount
and should include the following:

(i) the volume of funds flowing through the account

(ii) the source of the funds, including full remaittidetails

(iif) the form in which the funds were offered oitdrawn i.e. cash, checks, etc.
(iv) the identity of the person undertaking thengaction

(v) counterparty details

(vi) the destination of the funds

(vii) the form of instruction and authority

(viii) the date of the transaction.

636. Paragraph 7.07 provides that, where records redaiagoing investigations, they should be retained
until it is confirmed by the authorities that these is closed. Paragraph 7.08 states that reabedisctronic
payments and messages must be treated in the sayr&svany other records and kept for the periddrof
years mentioned in paragraph 7.03. Paragraphr@df2fres that a comprehensive set of identification
documents in respect of each customer should kdrkep orderly manner and produced to the Bank of
Mauritius on request.
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637. Regulation 8 of the Regulations provides for anigeline or code to require a longer period than 5
years for the keeping of all records and Sectiqi3)§B) of the Banking Act 2004 provides for recotdde
kept for a period of at least 10 years after themetion of the transaction.

638. The FIAMLA and underlying regulations apply to itstions regulated by the FSC. Paragraph 6
onwards of the FSC’s Codes cover record keepingir@ments. Paragraph 7.2 deals with transactional
records. Financial institution must maintain resoodl all transactions undertaken during the coafseclient
relationship either in the form of original docurtenr copies of original documents. All transagtibrecords
should be retained for a period of at least 7 ya#ies the completion of the transaction to whiokytrelate.

639. Transactional records include records containifgrimation on individual transactions as follows:
source of funds including full remitter details;jsme of funds; destination of funds; instructioftsms of
authority; counterparty details; sale and purcla@geements; service agreements; date of transaction

Record-Keeping for Identification Data (c. 10.2):

640. Criterion 10.2 requires institutions to be requitednaintain records of identification data, acdoun
files and business correspondence for at leastyfaes following the termination of an account osibess
relationship (or longer if requested by a compegeniority in specific cases on proper authorifihe
Criterion is asterisked and, as a consequenaegtsrements should be included in law or regutatidhe
contents of the FIAMLA Act, the underlying regulais, the Banking Act 2004 and the Bank of Mauritius
Guidance Notes contain detailed provisions on thmtanance of identification records, albeit theynot
refer to records being kept for a longer periogfuested by a competent authority.

641. The contents of the FIAMLA Act, the underlying régions and the FSC’s Codes contain detailed
provisions on the maintenance of identificatiororés and requires such records to be kept foriagef at
least 7 years.

Availability of Records to Competent Authorities. (10.3):

642. Paragraph 7.09 of the Guidance Notes on AML/CFliedsy the Bank of Mauritius provides that a
comprehensive set of identification documents speet of each customer should be kept in an ordesiyner
and produced to the Bank of Mauritius on requ&stction 51 of the Bank of Mauritius Act states tihat
Bank may require any financial institution to fughj at any such time and in such manner and fonmagsbe
approved by the Bank, such information and dath@8ank may require for the proper dischargesof it
functions and responsibilities under the bankimgslaThere is no explicit requirement in law orutgion for
financial institutions themselves to ensure custoane transaction records and information are alkglon a
timely basis. In practice, banks do provide infotiorato the Bank of Mauritius on a timely basistekfthe
mission, the Bank of Mauritius provided evidencenalking requests to banks for information and oéidng
that information from the banks in a timely manner.

643. Financial institutions must in accordance with pievisions of section 17(c) of the FIAMLA make
available transactional and verification of idgntiécords upon a Court order.

644. Section 26(1) of the Financial Services Developmant2001 requires any person who carries on any
activity in the financial services sector, wherraguired by the FSC to furnish all such informatiom

produce such records or documents in order to mooitmpliance with relevant laws, guidelines andesoor

to carry out its general powers of supervisionctisa 42 of the new Financial Services Act provithest

every licensee shall furnish to the FSC all suébrination and produce such records and documestscht
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time and such place as may be required of him.gPaph 7.6 of the Codes issued by the FSC states tha
records should be capable of being easily and tyrekrieved by licensees. Whilst the FinanciaivBees
Development Act requires records to be made aveitatthe FSC this provision does not ensure that a
customer and transaction records and informatieraaailable on a timely basis.

645. Banks were aware of the requirements to the barikmiglation to maintain records for a period of 10
years and of the requirement of the Regulatiotke&p transaction records for at least 5 years kBamere

also aware of the requirements maintaining custatuerdiligence information. Procedures were ic@l®
meet the legislation. Other institutions reguldtgdhe Bank of Mauritius were also aware of the [ARFT
record keeping requirements and the difference dstwhe requirements for transaction records viis-a-
customer due diligence information. In the evdrd problem, it appeared that in practice recordald/be
available to the competent authorities in a tilmenner. The Bank of Mauritius ascertains avaitighilf
records during on-site inspections.

646. The pattern of compliance by institutions reguldtgdhe FSC is similar to other areas. Some firms
across a range of sectors regulated by the FS@ighddr acceptable standards and procedures wetada

to meet the record keeping requirements. Othesfivere generally aware of the importance of maiirtg
records and it appeared to the mission that reamrdgistomers and transactions would be kept aaithhle
for the required periods. Nevertheless — as dasttiin the implementation section for Recommenddiie
the mission noted that in these firms robust AMLTGifocedures had yet to be established.

647. For adiscussion of law enforcement access torimition, see paragraphs 355-364 and for FIU access
to information, see paragraphs 283-285.

648. Obtain Originator Information for Wire Transfergpfdying c. 5.2 & 5.3 in R.5, c.VII.1):

649. The Banking Act 2004 includes in the definitionbainking business such services as are incidental
and necessary to banking. The Bank of Mauritissadvised that this aspect of the definition mehats
persons carrying out wire transfers by way of bessnare covered by the Banking Act and are therefor
required to be licensed under the Act and meeoblifigations of the Act and the AML/CFT frameworkuc®
persons fall under the definition of bank in the As a bank is defined as a company incorporatddrithe
Companies Act 2001, or a branch of a company abntech is licensed by the central bank to carry on
banking business. The Bank of Mauritius has sufalgsised its interpretation of the Banking Actlicense
wire transfer service providers in Mauritius andidoct on-site inspections. Nevertheless, the midsas
concerns that the absence of an explicit and pleasision bringing wire transfer providers into tieuritius
AML/CFT framework means that the interpretatiortlad banking legislation and the successful resmiubif
any challenge to the application of the bankingslegon, the AML/CFT legislation and the Guidaridetes
on AML/CFT issued by the central bank may be pnolaltc.

650. Paragraphs 6.103 onwards of the Guidance NotedMIO@FT issued by the Bank of Mauritius
provide guidance on wire transfer transactions.

651. They state that to ensure that wire transfer systn® not used by criminals as a means to break the
audit trail, where a financial institution makepayment on behalf of its customer, accurate anchmg#ul
originator information (name, residential addresgictered office address where the originatorasrapany)
and any account number or reference of the origihahould be included on all funds transfers atated
messages and should remain with the transfer thrtwegpayment chain until it reaches its final ohedion.

This information is particularly important for imteational transfers on behalf of individual custosni® ensure
that the source of funds can be identified in Wené of an investigation in the receiving jurisebct
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652. Where the originator is acting on behalf of otHerg., as nominee, agent, or trustee), thenitas t
name, address, and account number of the nomigest,drustee, etc that should be included. Tineniial
institution making the payment should have ontfie name and address of underlying principals.

653. Where funds transfers are processed as an intemrgedig., where financial institution “B” is
instructed by financial institution “A” to pay fusdo an account held by a beneficiary at finanastitution
“C”, the originator and beneficiary data providedfimancial institution “A” should be preserved and
wherever possible, included in the message genkebgténancial institution “B”.

654. Financial institutions should conduct enhancedtsgrwf, and monitor for suspicious activity,
incoming funds transfers which do not contain catgbriginator information. This will involve exaning
the transaction in more detail in order to deteamirhether certain aspects related to the transactiold
make it suspicious (e.g., origin in a country knawiarbor terrorists or terrorist organizations).

655. Financial institutions falling under the responkiof the Bank of Mauritius are required to abiole
the above guidance irrespective of the amount iraaln the wire transfer transactions.

Inclusion of Originator Information in Cross-BordetWire Transfers (c. VII.2):

656. The provisions of the Guidance Notes discussedeaboCriterion VII.1 above apply to cross-border
wire transfers — no distinction is made in the Guick Notes between domestic and cross-border wire
transfers. Reduced standards do not apply forfeesahich are batched.

Inclusion of Originator Information in Domestic Wie Transfers (c. VII.3):

657. The provisions of the Guidance Notes discussedealvoCriterion VII.1 above apply to domestic wire
transfers — no distinction is made in the Guidadotes between domestic and cross-border wire &essf

Processing of Non-Routine Transactions (c.VIl.4):

658. Paragraph 6.105 of the Bank of Mauritius Guidanogehl states that where funds transfers are
processed as an intermediary, e.g. where finamgatution “B” is instructed by financial institian “A” to
pay funds to an account held by a beneficiaryratricial institution “C”, the originator and benddicy data
provided by financial institution “A” should be merved and, wherever possible, included in the agess
generated by financial institution “B”. Paragrapti@! states that to ensure that wire transfer sysstae not
used by criminals as a means to break the audjtwfzere a financial institution makes a paymemtehalf of
its customer, accurate and meaningful originatformation (name, residential address (registerédeof
address where the originator is a company) andaaogunt number or reference of the originator) khba
included on all funds transfers and related messagé should remain with the transfer through tngnent
chain until it reaches its final destination. Qiib@ V1.4 states that each intermediary and bemafy financial
institution in the payment chain should be requicednsure that all originator information that @opanies a
wire transfer is transmitted with the transfer.

659. Paragraph 7.05 of the Guidance Notes on AML/CFiliddsby the Bank of Mauritius provide that
transaction records, in whatever form they are usey credit/debit slips, cherubs etc. need tmamtained
for a period of not less than 10 years after thrapdetion of the transactions concerned, in suctaaner to
enable investigating authorities to compile a &atiwry audit trail for suspected laundered ancbtest money
and establish a financial profile of any suspecbaat and should include the following:
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(i) the volume of funds flowing through the account

(ii) the source of the funds, including full remaittidetails

(iif) the form in which the funds were offered oitmdrawn i.e. cash, cheques, etc.
(iv) the identity of the person undertaking thengaction

(v) counterparty details

(vi) the destination of the funds

(vii) the form of instruction and authority

(viii) the date of the transaction.

660. Criterion VII.4.1 provides that where technicaliliations prevent the full originator information
accompanying a cross-border wire transfer fromdp&iansmitted with a related domestic wire transder
record must be kept for five years by the receiviigrmediary financial institution received by thrlering
financial institution of all the information receig by the ordering financial institution. The kidtitems in
paragraph 7.05 of the Guidance Notes, does naidaedill the information received from the ordering
institution (for example, it does not include fatiginator information) but the overarching requients of the
regulations on transactions will apply to such semtional information. .

Maintenance of Originator Information (c. VII.5):

661. Paragraph 6.106 of the Bank of Mauritius Guidanoteblon AML/CFT provides that financial
institutions should conduct enhanced scrutiny od, @monitor for suspicious activity, incoming funidansfers
which do not contain complete originator informatid his will involve examining the transaction irora
detail in order to determine whether certain aspesiited to the transaction could make it suspcie.g.
origin in a country known to harbor terrorists errbrist organizations). Criterion VII.5 also res that, in
some cases, the beneficiary financial institutioowd consider restricting or even terminatingoiisiness
relationship with financial institutions that fal meet SR.VII standards.

Restrictions on De Minimis Threshold (c. VII.6):

662. During the course of the Bank of Mauritius’s oresitspections, adherence to the guidance provided
on wire transfers is monitored through the Bankissie inspections. Financial institutions visitadthe
mission regulated and supervised by the Bank ofrMasi confirmed that inspections covered wire $fens.

Risk Based Procedures for Transfers Not AccompaniwdOriginator Information (c. VII.7):

663. The sanctions available in the FIAMLA, the Finahdmelligence and Anti-Money Laundering
Regulations 2003, the Banking Act 2004 and the B#rMauritius Act as described in the discussian fo
Recommendation 17 are available for money senpegators which are banks and cash dealers. Strong
criminal and administrative powers can be used eltbeless, the mission has concerns that theseésjmos
may be challenged given the lack of specificitjainguage regarding the provision of wire transéviges.

Monitoring of Implementation of SR VII (c. VII.8):
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664. The Bank of Mauritius Guidance Notes on AML/CFTrdw provide any de minimis thresholds with
regard to the application of paragraph 6.103 ongvafdhe Notes. Paragraph 6.106 requires enhamcetiny
of all incoming wire transfers which do not contaomplete originator information. All incoming cseborder
wire transfers should contain full and accuratgiogtor information.

Sanctions (applying c. 17.1-17.4 in R.17, c. VII.9)

665. The Bank of Mauritius Guidance Notes on AML/CFTrdw provide any de minimis thresholds with
regard to the application of paragraph 6.103 ongvafdhe Notes. Paragraph 6.104 requires accunate a
meaningful originator information to be included ahfunds transfers.

666. Five institutions met by the mission provided wirgnsfer services. All five were regulated by the
Bank of Mauritius and had received on-site insgadi The institutions were aware of the wire transf
provisions in the Guidance Notes on AML/CFT issbgdhe Bank. It appeared to the mission that person
providing wire transfer services satisfied the isguents of the Guidance Notes.

3.5.2 Recommendations and Comments

667. The record keeping requirements in the Financtalligence and Anti-Money Laundering
Regulations 2003, combined with the contents ofGh&lance Notes issued by the Bank of Mauritiustaed
Codes issued by the FSC are comprehensive. Thiatiegs include the requirement for records of oorsgr
identification to be kept for not less than fiveayg after the closure of the account or the cessafibusiness
and for records of transactions to be kept forlesd than five years after the completion of traheas. The
framework does not meet the FATF record keepingirements on points of detail. The provisions ratewo
wire transfers in the Guidance Notes are also leetand they move away from the measures in Special
Recommendation VII in only one respect. The maimceon of the mission is to seek to ensure clafithe
legislative language which brings wire transferlers into the regulatory and AML/CFT framework
administered by the Bank of Mauritius.

668. It is recommended that:

Law or regulations should be amended so that urigtits not regulated by the Bank of Mauritius aaguired
to maintain transaction records for longer thae frears if requested by a competent authority;

Law or regulation should be amended to requirarthimtenance of account files and business correlgnme
following the termination of an account or businedationship; and to require that customer and
transaction records are available on a timely basis

The banking legislation should be amended to irekxplicit provisions on wire transfers providersi
legislation, which allow sanctions to be beyondgfios;

The Guidance Notes should be amended to includguarement that, in some cases, the beneficiaanéial
institution should consider restricting or termingtits business relationship with financial instions
that fail to meet SR. VII standards.

3.5.3 Compliance with Recommendation 10 and Special Recanendation VII

Rating Summary of factors underlying rating
R.10 LC Not all financial institutions are covered, some institutions regulated by FSC
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have not implemented the Codes fully.

The provisions on record keeping in law or regulation and the Guidance Notes
and Codes do not contain points of detail across a number of the
Criteria. Law or regulation does not require the necessary records for
institutions other than those regulated by the Bank of Mauritius to be
kept by all financial institutions for longer than five years if requested
by a competent authority, account files or business correspondence,
are not required to be maintained; there is no requirement for the
timely basis in respect of which all customer and transaction records
are available.

SR.VII PC While the Bank of Mauritius has implemented the legislative framework to

cover wire transfers to date, this legislative framework does not

explicitly cover all non-banks or the ability to sanction. The Guidance

Notes do not include a requirement that, in some cases, the

beneficiary financial institution should consider restricting or

terminating its business relationship with financial institutions that fail to
meet SR.VII standards.

Unusual and Suspicious Transactions
3.6 Monitoring of transactions and relationships (R.11& 21)

3.6.1 Description and Analysis

Special Attention to Complex, Unusual Large Transmmns (c. 11.1):
669. A suspicious transaction is defined in section thefFinancial Intelligence and Anti-Money

Laundering Act 2002 as a transaction which, inlier, & made in circumstances of unusual or urfjesti
complexity, or appears to have no economic justifon or lawful objective.

670. Regulation 9 of the Financial Intelligence and Avibney Laundering Regulations 2003, further
requires financial institutions to implement intelrcontrols and other procedures to combat monaydeering
and financing of terrorism, which shall include ritoring programs in relation to complex, unusualasge
transactions.

671. Paragraph 6.107 onwards of the Bank of Mauritiugi@wce Notes on AML/CFT state that ongoing
monitoring is an essential aspect of effective KiMGcedures. The extent of the monitoring need® todk-
sensitive. For all accounts, financial instituti@im®uld have systems in place to detect unususmlspicious
patterns of activity. Certain types of transactisheuld alert financial institutions to the posi#ipithat the
customer is conducting unusual or suspicious a&s:i They may include transactions that do noeapfo
make economic or commercial sense, or that invialrgee amounts of cash deposits that are not censigtith
the normal and expected transactions of the custdreey high account turnover, inconsistent with tze of
the balance, may indicate that funds are being ledsthrough the account.

672. Paragraph 6.109 adds that there should be intedsifonitoring for higher risk accounts. Every
financial institution should set key indicators &arch accounts, taking note of the backgroundettistomer,
such as the country of origin and source of futits type of transactions involved, and other rasitdrs. For
higher risk accounts financial institutions shoefture that they have adequate management informati
systems to provide managers and MLROs with timafigrmation needed to identify, analyze and effedtiv
monitor higher risk customer accounts. The typagpbrts that may be needed in the AML/CFT arelde
transactions made through an account that are ahusu
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673. Paragraph 8.02 notes that where there is a bugieles®nship, a suspicious transaction will ofben
one which is inconsistent with a customer's kndegitimate business or personal activities or \ilig normal
business for that type of account. Therefore, itlsé Key to recognition is knowing enough aboutc¢bhstomer
and the customer's business to recognize thahsattdon, or series of transactions, is unusual.

674. Section 2 of the FIAMLA and regulation 9 of the &ntial Intelligence and Anti-Money Laundering
Regulations 2003 apply to institutions regulatedi®s/FSC. In addition, paragraph 5.8 of the FS@de&s
requires financial institutions to scrutinize aide transactions and complex structures and pag ettention
to any transactions which appear to be linked.

Examination of Complex & Unusual Transactions (c112).

675. Criterion 11.2 requires institutions to examindaasas possible the background and purpose of
complex, unusual large transactions, or unusu#tipest of transactions, that have no apparent dileis
economic or lawful purpose and to set out theidifigs in writing. Regulation 9 of the Financiatdiigence
and Anti-Money Laundering Regulations 2003 requinesitoring programs to be in place in respectushs
transactions. Under paragraph 6.107 of the Guidhiotes, institutions should have systems in plaadetect
unusual or suspicious patterns of activity. Newadgbs, there is no requirement for institutionseabout their
findings in writing.

676. Paragraph 5.8 of the FSC’s Codes require finamtésitutions to examine the background and purpose
of large transactions and complex structures agdransactions which appear to be linked and torcethe
findings in writing.

Record-Keeping of Findings of Examination (c. 11:3)

677. Under regulation 8 of the Financial Intelligence @mti-Money Laundering Regulations 2003,
financial institutions are required to keep recartisansactions for not less than five years dfier
completion of the transactions concerned. Recofrdfl reports made to and by the Money Laundering
Reporting Officer must also be kept for not lesmtfive years after the date on which the repamasle. In
addition, section 33 of the Banking Act 2004, regsiifinancial institutions to maintain records fud t
particulars of transactions for a period of 10 gear

678. However, as there is not a requirement for intitins to examine the background and purpose of
complex and unusual transactions (see paragraphiéére is additionally no requirement for indiitns to
keep the findings of such examinations for at |&astyears.

679. Under paragraph 7.3 of the FSC’s Codes all traimadtrecords must be retained for a period of at
least 7 years after the completion of the transadt which they relate. However, there is notquiement
for institutions to keep their findings of theirawination of the background and purpose of comatek
unusual transactions for at least five years.

680. Of the institutions regulated by the Bank of Mausgtbanks are most likely to be faced by complex,
unusual large transactions or unusual patterngo$actions, not least because of increasing privatlth
management — and the structures and productsréhibked with private wealth management — andeagr
focus on international customers. The banks ha@sgsin place to meet the requirements for thesaretions
covered by Recommendation 11. This also appearbd the case for other institutions regulatechigyBank
of Mauritius, although at the time of the missibe tlomestic business and customer profiles of these
institution was such that complex, unusual transastwere less likely. With regard to institutiaregulated
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by the FSC, some firms, across a spread of settadsyery good procedures in place and the repiesess
met by the mission had a high awareness of ther@pce of focusing attention on the higher risksections
covered by Recommendation 11. Another firm wassnbject to Codes; as described in the implememtati
section for Recommendation5, a few firms had yétttmduce AML/CFT procedures. Following the
assessment, the FSC advised that the Codes isgtiled BSC apply to licensees falling within theiigbn of
financial institutions under the FIAMLA and that erfe the risk was considered to be relatively higimely
with respect to investment businesses, the defimidf investment businesses under the Code fostment
Businesses was extended by the FSC to capturpathimrs within that sector. The FSC has alsosadvihat,
with regard to other institutions licensed by ttf&CFand not captured by the definition of finanaustitution
under the FIAMLA, the risk of money laundering appex to be low and therefore no AML/CFT measures
were issued by the FSC. No written assessmeiglofvas seen by the mission.

Special Attention to Countries Not Sufficiently Apping FATF Recommendations (c. 21.1 & 21.1.1):

681. Regulation 9 of the Financial Intelligence and Avibney Laundering Regulations 2003 requires
financial institutions to implement internal corirand other procedures to combat money laundanag
financing of terrorism, which shall include enhashcieie diligence procedures with respect to perdmrsness
relations and transactions carrying high risk aittl wersons established in jurisdictions that dohawve
adequate systems in place against money laund@nsh@nancing of terrorism.

682. In addition, paragraph 6.89 of the Guidance NoteAMIL/CFT issued by the Bank of Mauritius
provides that financial institutions should reftigenter into or continue a correspondent relatigma/ith a
financial institution incorporated in a jurisdiatign which the correspondent has no physical presand
which is unaffiliated with a regulated financiabgp (i.e. it may involve shell financial institutip Financial
institutions should pay particular attention whentmuing relationships with correspondents located
jurisdictions that have poor KYC standards or hagen identified as being “non-cooperative” in tightf
against anti-money laundering. Financial institasighould establish that their correspondents tage
diligence standards as set out in these GuidantesNand employ enhanced due diligence proceddities w
respect to transactions carried out. A list ofgdittions that have been classified as non co-tiperay the
FATF is provided at Appendix E — that appendixesahat, as at 13 October 2006, there were no iGesliaind
territories designated as NCCTs by the FATF.

683. The Mauritius authorities advise that the diredieoéthe FATF with respect to non-cooperative
jurisdictions are followed with due care and thédance Notes on AML/CFT amended from time to time.
Appendix E of the Guidance Notes provides a foravahnue for alerting financial institutions to contse
about weaknesses in the AML/CFT systems of othentties. Paragraph 6.100 requires financial inthbits
to assess which countries with which they havenfired relationships which are vulnerable to coramt

684. Regulation 9 of the Financial Intelligence and Avittney Laundering Regulations 2003 also applies
to financial institutions regulated by the FSC. ISirstitutions must implement AML/CFT internal coris

and other procedures that must include enhanceditigence measures with respect to persons ariddsss
relations and transactions with persons establishpdtisdictions that do not have adequate AML/CFT
systems in place.

685. Under paragraph 4.6.3 of the FSC’s Codes, whemuieg internal procedures, financial institutions
must have regard to the need for enhanced duexidegand additional monitoring procedures for tatisns
and business relationships involving NCCTs and equivalent jurisdictions. Jurisdictions which duat n
appear in the list of equivalent jurisdictions ppandix Il are considered by the FSC to be nonvedemnt
jurisdictions.
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686. Transactions and business relationships in alglictions in the world except the 35 equivalent
jurisdictions are subject to enhanced due diligefibe Codes are also subject to change when negessa

Examinations of Transactions with no Apparent Ecomic or Visible Lawful Purpose from Countries Not
Sufficiently Applying FATF Recommendations (c. 23:2

687. A suspicious transaction is defined in section thefFinancial Intelligence and Anti-Money
Laundering Act 2002 as including a transaction Wwhappears to have no economic justification or tgwf
objective. Financial institutions have a duty unskection 14 of the Financial Intelligence and Avitney
Laundering Act 2002 to report such transactiorthéoFinancial Intelligence Unit. However, ther&@s
requirement in the regulations or the Guidance 8loteAML/CFT issued by the Bank of Mauritius to
examine as far as possible the background and seigfctransactions that have no apparent econamic o
visible lawful purpose and for written findingslie available to assist competent authorities adda@s.

688. A suspicious transaction is defined in section thefFinancial Intelligence and Anti-Money
Laundering Act 2002 as including a transaction Whippears to have no economic justification or twf
objective. Financial institutions have a duty unskection 14 of the Financial Intelligence and Avitiney
Laundering Act 2002 to report such transactiorthéoFinancial Intelligence Unit. However, ther&@s
requirement in the regulations or the Codes istydtie FSC to examine as far as possible the bagkgrand
purpose of transactions that have no apparent egorar visible lawful purpose and for written fimgdjs to be
available to assist competent authorities and argdit

Ability to Apply Counter Measures with Regard to @dries Not Sufficiently Applying FATF
Recommendations (c. 21.3):

689. Regulation 9 of the Financial Intelligence and Avibney Laundering Regulations 2003 provides that
financial institutions shall implement internal ¢ats and other procedures to combat money laungend
financing of terrorism, which shall include enhashckeie diligence procedures with respect to peraads
business relations and transactions carrying hgihand with persons established in jurisdictidreg do not
have adequate systems in place against money lang@dad financing of terrorism. [Mauritius askext f
further information)

690. Regulation 9 of the Financial Intelligence and Avibney Laundering Regulations 2003 provides that
financial institutions shall implement internal ¢ans and other procedures to combat money laungemd
financing of terrorism, which shall include enhashcieie diligence procedures with respect to peraads
business relations and transactions carrying hgihand with persons established in jurisdictidreg o not
have adequate systems in place against money lang@ad financing of terrorism. In addition, pgiraph

4.6.3 of the Codes issued by the FSC providesathah designing internal procedures, institutionstnimave
regard to the need for enhanced due diligence dditi@nal monitoring procedures for transactiond an
business relationships involving NCCTs and non-egjant jurisdictions. [Mauritius asked for further
information]

691. It appeared to the mission that the requirementseoMauritius system on Recommendation 21 were
met by institutions regulated and supervised byBdwek of Mauritius and some other institutions.efiehwas
awareness of the necessity of carrying out enhacustdmer due diligence measures for customers and
transactions with higher risk and where jurisdieiavith poor AML/CFT standards are involved. Imeggal,
customers who are not resident in Mauritius aratée as having a higher risk profile than residantsthe
approach to meeting Recommendation 21 tied in thigrisk based approach firms had adopted for mesto
due diligence. As discussed in the implementatextion for Recommendation 5 some firms regulajeth®
FSC had yet to introduce AML/CFT systems.
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3.6.2 Recommendations and Comments

692. The regulations, Guidance Notes and Codes congdleld provisions on complex, unusual large
transactions and on enhanced due diligence incesp&ansactions and business relationships wingl
jurisdictions which are considered to have AML/CiFdmeworks which are not equivalent to that of
Mauritius.

693. Itis recommended that:

The Guidance Notes should be amended to requiituiiens to examine as far as possible the backugto
and purpose of complex, unusual large transactiodgo set forth their findings in writing;

The Guidance Notes and Codes should be amendeduwoe institutions to keep their examination firgh
available for competent authorities and auditorsaafdeast five years;

The Guidance Notes and Codes should be amendeduwoe institutions to, as far as possible, exartiiee
background and purpose of transactions that haagparent economic or lawful purpose and keep
written findings available to assist competent atritles.

3.6.3 Compliance with Recommendations 11 & 21

Rating Summary of factors underlying rating

R.11 PC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

The regulations, Guidance Notes and Codes contain provisions on complex,
unusual large transactions, but the Guidance Notes do not include the
need to examine the background and purpose of such transactions, and
neither the Guidance Notes nor the Codes require findings to be
available for competent authorities and auditors for five years.

R.21 PC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

The regulations, Guidance Notes and Codes contain strong provisions on
enhanced due diligence and non-equivalent jurisdictions, but there is no
requirement to examine the background and purpose of transactions
that have no apparent or lawful purpose, and for written findings to be
available to competent authorities.

3.7 Suspicious transaction reports and other reportingR.13-14, 19, 25 & SR.IV)

3.7.1 Description and Analysis

694. FIAMLA S14(1) requires all banks, financial instittns, cash dealers and members of relevant
professions to report “forthwith” details any transon to the FIU where they have reason to belibge
transaction be suspicious. The grounds for reppene very broad and direct, although the obligatoreport
does extend to the full range of financial seabstitutions. Furthermore, as discussed in Recomatendl,
all the predicate offenses established in the sta@hare not covered by the domestic definitionaoirtie”.

695. Inthe FIAML Act, suspicious transaction meansams$action which:

“(8) gives rise to a reasonable suspicion thaay involve:

(i) the laundering of money or the proceeds of emye; or
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(if) funds linked or related to, or to be used terrorism or acts of terrorism or by proscribed
organizations, whether or not the funds represenptoceeds of a crime;

(b) is made in circumstances of unusual or urfjedtcomplexity;
(© appears to have no economic justificatioramrful objective;
(d) is made by or on behalf of a person whosetigeimas not been established to the

satisfaction of the person with whom the transacisomade; or
(e) gives rise to suspicion for any other reason.”

696. However, the definition of financial institutions ihe Act does not cover all the categories of
institutions defined in FATF, these include non4béinancial institutions such as co-operative credions,
and factoring (see Table 3 and Table 22. They deoaifuller profile of the AML/CFT coverage for the
financial sector institutions). Also, Table 5 ircBen 1.4 above provides a profile of how the sl4€porting
requirements applies to the DNFBPs that operakéainritius.

697. After the onsite, the mission received a copy obart ruling (CN 1011/2003) which holds that seatio
14 of FIAMLA does not apply to individuals but grtb legal persons, even though section 19(1) doeste
an offence for non-reporting for the individual.

698. In Mauiritius:

Bank — (a) has the same meaning as in the Bankin@@04; and (b) includes any person licensed
under the Banking Act 2004 to carry on depositrtgliusiness.”

(Under the Banking Act 2004, “bank” means a compiangrporated under the Companies Act 2001,
or a branch of a company incorporated abroad wikiibensed by the central bank to carry on
banking business).

"Financial Institution means any institution or etperson regulated by the Insurance Act, the
Securities (Central Depository, Clearing and Setiet) Act, the Stock Exchange Act, the Unit Trust
Act, any management company or registered agesridax under the Financial Services Development
Act 2001 and any trustee managing a unit trusbésked under the Unit Trust Act.” Section 156(2)

of the Securities Act 2005 which came into forcelevthe mission was onsite, amended the definition
of financial institutions under the FIAMLA by spégng that “ financial institutions means (a) an
institution or a person licensed or required tdidensed under the Insurance Act 2005 or the
Securities Act 2005; and (b) a management compeanggistered agent licensed or required to be
licensed under the Financial Services Act 2007.”

“Cash dealer” has the same meaning as in the Bgéh2004 “
Under the Banking Act 2004, “cash dealer” meansragn licensed by the central bank to carry on the
business of foreign exchange dealer or money-chiange

“Member of the relevant profession or occupatiorangan accountant, an attorney-at-law, a barrister,
a chartered secretary, a notary and includes arsppearrying on the business of a casino, a
bookmaker or an operator of a totalistic underGlaenbling Regulatory Authority Act.”
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699. For law practitioners (defined in Mauritius asaayer, barrister or notary) the reporting requiraine
does not apply when the knowledge in acquiredivl@ged circumstances unless it has been comratatdc
to him with a view to a criminal or fraudulent poge

13.2 Obligation to report includes grounds to tesra, terrorist acts or financing.

700. The FIAMLA definition of suspicious transaction lndes where there is a reasonable suspicion that:
“funds linked or related to, or to be used forrdagsm or acts of terrorism or by proscribed oigations,
whether or not the funds represent the proceedscame”

701. Offenses relating to the financing of terrorism described in section 4 of the Convention for the
Suppression of the Financing of Terrorism Act 2003.
13.3 Attempted Transactions and Threshold

702. For the purposes of the requirement to report simps transactions, "transaction" is defined FIAMLA
as including:

(a) the opening an account, issuing a passbootingea safe deposit box, entering into a fiduciary
relationship or establishing any other busines#timiship, whether electronically or otherwise; and

(b) a proposed transaction

703. No threshold applies and occasional customerslsoarecluded through the definition of applicant fo
business in the AML regulations.

704. With regard to a legal obligation, the criteriomist

13.4 Regard to tax matters

705. Section 14 (1) of the FIAML Act, bank, financiaktitution, cash dealer or member of a relevant
profession or occupation are required to repothfeith to the FIU any transaction which they hagason to
believe may be a suspicious transaction. There shiigation on the reporting institutions to knaxuether
the suspicion involves tax matters, and there igestriction placed on the obligation.

706. If the analysis conducted by the FIU reveals aetaasion under the Income Tax Act 1995, the STR
would fall outside the scope of the money laundgas define in section 3 of the FIAML Act. A reparduld
then be forwarded to the Mauritius Revenue Autlaritder section 30 (2) of the FIAML Act. The report
usually contains information about the entity inkgal, the amount of money diverted, the bank accandt
where the money is parked.

13.5 additional element — requirement to repattief suspected criminal activity would be a domestetlicate
crime.

707. FIAMLA does not impose any burden on the reportmgonduct further test on the predicate offense.
Under Part 1l of the FIAML, the following offensese money laundering offenses:

“3. Money laundering

(1) Any person who:
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(a) engages in a transaction that involves propelnigh is, or in whole or in part directly or
indirectly represents, the proceeds of any crime; o

(b) receives, is in possession of, conceals, dssguitransfers, converts, disposes of, removes
from or brings into Mauritius any property which @ in whole or in part directly or indirectly
represents, the proceeds of any crime,

where he suspects or has reasonable grounds foding that the property is derived or realized, i
whole or in part, directly or indirectly from anyime, shall commit an offense.

708. The term ‘crime’ as defined in the FIAMLA to havgetsame meaning as in the Criminal Code and:

(b) includes an activity carried on outside Maustand which, had it taken place in
Mauritius, would have constituted a crime; and

(c) includes an act or omission which occurredidaetMauritius but which, had it taken place
in Mauritius, would have constituted a crime.

Implementation of Recommendation 13
Bank of Mauritius - Application of Guidance Notes

709. Paragraph 4.03 of the Guidance Notes on AML/CFliedsdy the Bank of Mauritius notes that under
the FIAMLA all suspicious transactions of moneyridaring are required to be reported to the Financia
Intelligence Unit. Paragraph 4.06 adds that tHmidien of suspicious transaction in the FIAMLA jgoessly
mentions that it includes transactions relate@tmtism. Paragraphs 4.07 onwards describe trenEial
Intelligence Unit and its activities, and emphasiizet financial institutions are required to reé@uspicious
transactions to the Unit. Paragraph 4.14 onwardseguhe money laundering offenses and relevamiitiehs
in the FIAMLA. Paragraph 4.17 includes the defomtof suspicious transaction in the FIAMLA. Foota 7
to paragraph 4.17 defines transaction as includipgpposed transaction, while paragraph 4.18 ribtgghe
standard imposed on suspicion in the FIAMLA andl@money laundering offenses is the objectivedstah
The paragraph goes on to state that, accordirfglye icircumstances warranted the appropriate efiid a
financial institution to have reasonable suspidabhhe did not actually suspect, the offense may be
committed. These officers should therefore be Vvamyiliar with the “Know Your Customer Principleihich
is dealt with in section 6 of the Guidance Notes.

710. Paragraph 4.24 onwards covers the reporting regeimés. Every financial institution has a duty unde
the FIAML to forthwith make a report to the Finaaldintelligence Unit of any transaction which thahcial
institution has reason to believe may be a sugmdi@nsaction. Financial institutions are requteedse a

form which is available at the Financial IntelligenUnit to report suspicious transactions. Papgda25
provides information on the required contents efftirm.

711. Paragraph 4.32 notes that any financial institutioany director or employee thereof who knowingly
or without reasonable excuse fails to lodge a ttegfost suspicious transaction, commits an offemgksdall on
conviction be liable to a fine not exceeding ondiom rupees and to imprisonment for a term notesding

five years.
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712. Paragraphs 8.01 onwards cover the practicaliti@saafgnition and reporting of suspicious
transactions. The bank of Mauritius covers the@rpg of suspicious transactions in its on-sitgpections to
institutions.

Financial Services Commission - Application of Cede

713. Paragraph 3.1.2 of the Codes issued by the FSGexlithat section 14 of the FIAMLA imposes an
obligation upon licensees to report any suspictossactions to the Financial Intelligence Unittitutions
should note that it is an offense under the FIAMbAail to report a suspicious transaction. Failareeport
can therefore render a person liable to prosectiotine offense of failing to report under sectichof the
FIAMLA.

714. Paragraph 5.4 includes the definition of suspictoaissaction from the FIAMLA, together with the
definition of transaction as encapsulating a pregdsansaction. Institutions are reminded thatfifense of
money laundering can be committed in any circuntg&anvhere a person had reasonable grounds to saspec
transaction, even though he/she did not actuaipect it. Paragraph 5.7 adds that institutionsiateinder a
duty to ascertain whether suspected conduct iddncriminal conduct in the country in which ittiemmitted.
The issue for licensees is whether the conductdvbela crime if it had been committed in Mauritius.
Licensees need not know the exact nature of sweghediminal activity or be certain that the parkicu
property it is handling is the proceeds of crimee FIAMLA simply requires a person to suspect firaperty
may have derived from some sort of crime. Thegragh adds that in the event an activity is founbe
suspicious the licensee must report it and theugistances surrounding it to the Financial Intefiige Unit.
Institutions are told to bear in mind that in thvert of a suspicion of money laundering, a suspkiio
transaction report should be made even where tiardeen no transaction by or through the licensee.

715. Paragraphs 5.2 and 5.10 state that employeestibfiiitss will discharge their legal obligationsder
the FIAMLA by disclosing their suspicions to the D in accordance with the institution’s internal
procedures. Paragraph 5.1 onwards deals witmalteontrols and the handling of suspicious tratisas.

716. The FIU’'s 2003 Guidance on Suspicious Transactiaassprovided for the benefit of all relevant
parties in the financial sector. Taken togethehlie FIU mandated STR reporting form (and the new
electronic on-line reporting system) the guidana®/ides supports and clarifies the STR reportiniigakion
for all parties in the reporting sector. The gukrs lacking in certain areas, for example, iowlhg too long
a timeframe for reports to be filed (30 days). &utliscussion on the FIU Guidance is included &atl2.

Rec 26.1.

717. The overall low level of reporting and the frequdatays in sending such reports suggests that,
although FIAMLA establishes a comprehensive franmévemd basis for the identifying and reporting SIS
the FIU, shortcomings exist and the regime is oby effective.

R.14

14.1 Protection for Reporting Staff when reportglenan good faith

718. Section 16(2) and (3) of the FIAMLA provides thdildaving protection:

2) No proceedings shall lie against any persorméming:



161

a) reported in good faith under this Part any suspihe may have had, whether or not the
suspicion proves to be well founded following ingation or prosecution or any other
judicial action;

b) supplied any information to the FIU pursuanatequest made under section 13(2).

3) No officer who receives a report made undes Bart shall incur liability for any breach of
confidentiality for any disclosure made in comptiarwith this Act.

4) For the purposes of this section:
“officer” includes a director, employee, agent thay legal representative;

719. Further, in accordance with the provisions of sec64(3)(j) of the Banking Act 2004, the duty of
confidentiality imposed on banks does not applynetibe bank is required to make a report or pravide
additional information on a suspicious transactimthe Financial Intelligence Unit under the Finahc
Intelligence and Anti-Money Laundering Act 2002.

14.2 Prohibited from tipping off

720. Directors, employees, agents or other legal reptaees who is involved in the reporting of a
suspicious transaction are not allowed under sedffo(1) of the FIAML Act to disclose to any thipdrty the
fact that they have reported a transaction to thle [ is also an offense under section 19 (1)¢c)any bank,
financial institution, cash dealer or any direaioemployee thereof or member of a relevant pradassr
occupation to warn or inform the owner of any futtt® report has been made to the FIU.

14.3 Additional Elements: Laws and measures torertsuconfidentiality of personal details

721. There is no specific provision in the FIAML Act vehi ensures the confidentiality of the name and
personal details of the staff of any reportingitoibn who has filed an STR. But, the FIU takdsla
necessary precautions to protect the identity ®féporting institution and the Money Launderingp&#ng
Officer (MLRO) by disclosing the information to lasnforcement or other competent authorities for
intelligence purposes only. The FIU ensures thainformation remains confidential as per sectiOr{Z of
the FIAML Act, although FIAMLA s30(2) provides avel of controlled discretion to the Director andgmns
appointed by him.

Section 30(2) states that:
(1) The Director, every officer of the FIU, and t@hairperson and members of the Board shall:

a) before they begin to perform any duties undisrAlet, take an oath of confidentiality in the
form set out in the Second Schedule; and

b) maintain during and after their relationshiphtite FIU the confidentiality of any matter
relating to the relevant enactments.

(2) No information from which an individual or bodgn be identified and which is acquired by the
FIU in the course of carrying out its functions ltba disclosed except where the disclosure appears
the FIU to be necessary:
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a) to enable the FIU to carry out its functions;
b) in the interests of the prevention or detectbarime;

c) in connection with the discharge of any inteioral obligation to which Mauritius is
subject; or

d) pursuant to an order of a Judge.

(3) Any person who contravenes this section stuatiroit an offense and, on conviction, shall be &abl
to a fine not exceeding one million rupees andrprisonment for a term not exceeding 3 years.

Implementation:
Bank of Mauritius - Application of Guidance Notes

722. Paragraphs 4.28 and 4.29 of the Guidance NotedMIn@FT issued by the Bank of Mauritius cover
customer confidentiality. They state that legiskafprotects those reporting or receiving repoftsuspicious
transactions of money laundering or additional imfation thereon from claims in respect of any bineafc
client confidentiality or for disclosure of confialigal information. The Guidance Notes also stats the
legislation also provides immunity from suit fopogts made in good faith even though the suspicion
ultimately proves not to be well founded.

723. Paragraphs 4.30 and 4.31 deal with tipping off.yTinate that the FIAMLA expressly prohibits a
person who is directly or indirectly involved iretheporting of a suspicious transaction from diindgo any
person involved in the transaction or to any unatitled third party with the exception of the Barik o
Mauritius that the transaction has been reportethd event that a person is found guilty of tigpaff he may,
on conviction, be liable to a fine not exceeding omillion rupees and to imprisonment for a term not
exceeding 5 years.

724. The Guidance Notes go on to state that, in pragbiiminary enquiries in respect of an applidant
business, either to obtain additional informatiordnfirm true identity, or to ascertain the souwtéunds or
the precise nature of the transaction being unkiemtawill not trigger a tipping off offense. Grezdre should,
however, be taken where a suspicious transactis@ln@ady been reported and it becomes necessargk®
further enquiries, to ensure that customers ddoeocbme aware that their names have been brougid to
attention of the FIU.

Financial Services Commission - Application of Cede

725. Paragraph 5.10 of the Codes issued by the FSG sketelicensees must ensure that any disclosure is
made in good faith. An absence of good faith onpide of the institution renders the institutioabie to be

sued for breach of client confidentiality. Wherdisclosure is made in good faith but proves toroeigdless,

the person disclosing may claim immunity from boithl and criminal action. Paragraph 3.1.2 notex t
section 16 of the FIAMLA affords a person protentagainst liability resulting from making a suspics
transaction report, and that this protection isragdoth civil and criminal proceedings.



163

726. Paragraph 3.1.2 notes that section 19(1) of thévIElA provides for an offense of tipping off and that
this offense is committed when a person warns wreeo of any funds of a report or any action thabibe
taken in respect of any transaction concerning fuotts.

The STR Filing System:

727. It seems in practice that that the names of peratiasare filing STRs are capable of being listed in
court documents that are accessible to the puliie.mission was given a copy of a judgment from the
intermediate court in a money laundering case wtier@ame of the staff member of the financialiingon
who initiated the STR was listed in the judgmerttisTdoes not protect the confidentiality of persflirsg
STRs and may dissuade persons from filing in theréu

SRIV
SRIV Reporting suspicious transactions relate@tmtism (applying IV.1 and IV.2)

728. The FIAMLA definition of suspicious transaction indes, where there is a reasonable suspicion that:
“funds linked or related to, or to be used forragsm or acts of terrorism or by proscribed oigations,
whether or not the funds represent the proceedsdme”

729. Offenses relating to the financing of terrorism described in section 4 of the Convention for the
Suppression of the Financing of Terrorism Act 2003.

730. The obligation to report is a direct one. The adiiign to report applies regardless if the transasti
are completed or attempted, are of any amountvahie tax matters.

Bank of Mauritius- Application of Guidance Notes

731. The Guidance Notes issued by the Bank of Maurdiearly cover the combating of terrorist financing.
Paragraph 4.06 of the Guidance Notes adviseshteatdfinition of suspicious transaction in the FIiAM
expressly mentions that it includes transactioteted to terrorism. Paragraph 4.17 quotes the idiefinof
suspicious transaction in the FIAMLA. Generallytode the introductory sections, the Guidance Nogés

to the reporting of suspicious transactions (randactions that may involve the laundering of nyasrethe
proceeds of crime, or funds linked or related tdpde used for, terrorism or acts of terrorisniopproscribed
organizations, whether or not the funds represenptoceeds of crime.

Financial Services Commission — Application of Code

732. The Codes issued by the FSC clearly cover the rements for combating of terrorist financing.
References in the Codes to the reporting of sugsdransaction cover money laundering and tetroris
financing. The FSC Guidance does not include exasnpl indicators of terrorist financing, for scaaar
where money laundering typologies are not relevant.

FIU Guidance

733. The FIU’'s 2003 Guide for STRs lacks any specifidgnce in the area of terrorist financing or
terrorism. The FIU has received no STRs relatinggitmrism or terrorist financing. Fuller discussian issues
on the scope of the FIU Guidance is included a6R.2

Consideration of Reporting of Currency Transactiodsove a Threshold (c. 19.1):
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734. Itis an offense under section 5 of the FIAMLA todertake a cash transaction of more than 500,000
rupees. The Bank of Mauritius requires licensetititions to provide it with information on curi@n
transactions above US$5,000 on a monthly basisnmidrehly return provided by institutions provides
information on a deposit and withdrawal basis antthal value of such transactions, the individuahber of
transactions over US$5,000, the amount of the &icims and the number of accounts affected. The
information is put on spreadsheets and used bBan& of Mauritius to review trends at individuasiitution
and sector level. Subject to the conclusions isfttiend analysis, on-site inspections are undertals
necessary.

Additional Element - Computerized Database for Cency Transactions Above a Threshold and Access by
Competent Authorities (c. 19.2):

735. The reports provided by institutions are maintainegpreadsheets which facilitate trend analysis ov
time. The reports are available to the other caemgeauthorities.

Additional Element - Proper Use of Reports of Cuney Transactions Above a Threshold (c. 19.3):
736. Access to the information on currency transactistisnited to staff in the Bank of Mauritius’s

Banking Supervision Department. The Bank of Mawsitonfirmed that the information is subject tiocst
safeguards to ensure its proper use and appropgaéss to it.

Guidelines for Financial Institutions with respedb STR and other reporting (c. 25.1) [Note: guidedis
with respect other aspects of compliance are anedyyin Section 3.10]:

Feedback to Financial Institutions with respect ®TR and other reporting (c. 25.2):

737. FIAMLA does not place any specific feedback funetan the FIU but it does provide a level of
specific and general feedback to the reportingssethe FIU is active in attempting to work witteth
necessary AML/CFT constituency in law enforcemtrd,regulatory bodies, the professional associstiand
the reporting sector. It has conducted a rangemirgars and outreach sessions over the past nwhipears.

738. The FIU provides a receipt to reporting entitiesdth STRs it receives. However, the FIU generally
does not provide feedback to reporting institutionghe outcomes or value of those specific rep&ame
industry representatives expressed a concern dadkef feedback, especially in those cases wtene was
concern about the reputation implication in progegadvith the business relationship. The FIU doeshawe a
‘consent to proceed’ power.

739. The FIU is limited in its ability to provide suchddback, firstly because of its wish to maintai th
overall protection of information, and the integritf any investigations or regulatory action thaynbe
underway. Secondly, the FIU itself receives litdeno feedback on its disseminations from the itigatory
authorities, and thus considers itself limitedtghdapacity to provide any meaningful feedbact&ooriginal
reporting institution. (Fuller analysis of the lackfeedback to the FIU is included at Section263). A
particular concern is the current lack of any fesdtfrom ICAC which is the largest receiver of FIU
disseminations.

740. Whilst this lack of feedback represents a challdongle FIU’s ability to feedback, the assessors
consider that the FIU should strive, where posstol@nhance feedback on specific STRs.

741. Interms of more general feedback, the FIU use&ntmual Report to publish statistics on the number
of disclosures received, with appropriate breakdofhe disclosures according to the types andjoaies of
reporting institutions. The FIU also provides adkdown of the number of disseminations made to the
supervisory and investigatory authorities and ifiesttrends in the reports it receives.
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742. The FIU conducts annual seminars to disseminadéesgic intelligence and provide other information
to reporting institutions. The annual reports dse available to the public through the FIU wehsie part of
its research function, the FIU also conducted snat survey of reporting institutions and the gaheublic

on the “Risks, Extent and Trend of Money Laundeand Financing of Terrorism in Mauritius” and pshied
the results in May 2006.

743. The FIU's 2003 Guidance on STR reporting requiretafso provides reporting institutions with
various indicators of money laundering, althoughrdinge and specificity of the indicators need ictanable
updating. Further, it would benefit from the inctusof sanitized cases, including the full typolagijknown
ML and TF cases.

3.7.2 Recommendations and Comments

Comments:

744. The Guidance Notes on AML/CFT issued by the Banklaftiritius and the Codes issued by the FSC
provide substantial backing to the legislation wibard to the reporting of suspicion, the protectfforded
when making a suspicious transaction report antigheng off offense.

745. The Bank of Mauritius obtains information on cugnransactions and conducts trend analysis to
make the best use possible of the information.

Recommendations:

The STR reporting obligation should apply to allegmries of businesses that currently undertakantial
activity, consistent with FATF definition of finarat institution;

At a minimum, seek legal or legislative remedydmove any discretion where STRs are to be evideinced
Court proceedings, the names and identificationildedf staff members of reporting institutions are
excluded. Given industry concerns, consider totah®tion of STRs from court proceedings

Revise FIAMLA section 14(1) to include referencertdividuals in their role of acting as director(ayjent,
employee or other legal representative of any bim&ncial institution, cash dealer or member of a
relevant profession or occupation ( for avoidancgonbt)

The AML/CFT Committee should consider ways to inyarthe overall framework to enable the FIU to
receive timely knowledge on the overall value sfdisseminations.

The FIU’'s Guidance Notes should be updated to delveference to a more immediate timeframe for
reporting of STRs and a more contemporary and walege of indicators and typologies. In the
current absence of meaningful local cases, the éduld reference available material from
publications such as the various FATF and FSRBIbgy reports.

The FIU should seek to improve the quality of SERarting by engaging more with the professional
associations and the gambling industry. A stanétingm involving the FIU and representatives from
the various sector supervisory bodies should bsidered as one means of improving the flow and
sharing of information.

3.7.3 Compliance with Recommendations 13, 14, 19 and 2&iferia 25.2), and Special
Recommendation IV

| | Rating | Summary of factors underlying rating
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R.13

PC

Not all categories of Fl are subject to STR reporting obligation:

Concerns regarding the low level of reporting and delays in reporting to the FIU;

Unclear that the FIMALA reporting obligation extends to individuals, in their
capacity of director, employee, agent or other legal representatives of a
reporting institution

R.14

This Recommendation is fully met.

R.19

This Recommendation is fully met.

R.25

LC

Financial Sector supervisors-specific rating would be: _C_

FIU specific rating would be PC:

The FIU ‘s provides limited, value added feedbaxcthe reporting sectors on the
STRs it receives, in part because of the limiestiback it receives
from the investigatory authorities, in particul@AC which considers
itself constrained by the confidentiality provistoof POCA.

SR.IV

PC

Not all categories of Fl are subject to STR reporting obligation

Unclear that the FIMALA reporting obligation extends to individuals, in their
capacity of director, employee, agent or other legal representatives of a
reporting institution.

Internal controls and other measures

3.8 Internal controls, compliance, audit and foreign banches (R.15 & 22)

3.8.1 Description and Analysis

Establish and Maintain Internal Controls to PreveIL and TF (c. 15.1, 15.1.1 & 15.1.2):

746. Regulation 9 of the Financial Intelligence and Avibney Laundering Act 2002 requires financial
institutions falling under the purview of the Batokimplement internal controls and other procedtwes
combat money laundering and financing of terrorignich include:

(@)
(b)

programs for assessing risk relating to mdaegdering and financing of terrorism;

the formulation of a control policy that wilbver issues of timing, degree of control, areas to

be controlled, responsibilities and follow-up;

(c)
(d)

transactions carrying high risk and with persornal@ished in jurisdictions that do not have adeguat

monitoring programs in relation to complexuanal or large transactions;

enhanced due diligence procedures with respgmtrsons and business relations and

systems in place against money laundering anddingrof terrorism;

(€)

(f)

(9)

laundering.

providing employees, including the Money Laerilg Reporting Officer, from time to time
with training in the recognition and handling opicious transactions; and

making employees aware of the procedures utidse regulations, the Act, Codes and
Guidelines and any other relevant policies thaiaai@ted by the relevant person;

establishing and maintaining a manual of caamgle procedures in relation to anti-money
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747. Paragraphs 5.01 onwards of the Guidance Notes o/@NT issued by the Bank of Mauritius deal
with internal controls, policies and procedures.

748. Financial institutions are required to have in pladequate policies, procedures and internal dentro
that promote high ethical and professional starglarml prevent their institutions from being used,
intentionally or unintentionally, by criminal elemts. They must therefore establish clear respdnigib to
ensure that policies, procedures and internal otsnére introduced and maintained which deter crafsifrom
using their facilities for money laundering andeeist financing, thus ensuring that they complytvtheir
obligations under the law. The Guidance Notes hdtunder section 3(2) of the FIAMLA, financial
institutions are required to take such measureseaszasonably necessary to ensure that neithentieny
service offered by them, is capable of being used person to commit or to facilitate the commiasib a
money laundering offense. Any financial instituti@hich fails to take such measures shall commitféanse.
The Guidance Notes also advise that under regnl8tiaf the Financial Intelligence and Anti-Money
Laundering Regulations 2003, financial instituti@me also required to implement internal controld ather
procedures to combat money laundering and thedingrof terrorism which among other things include
establishing and maintaining a manual of compligiroeedures in relation to money laundering andjfanms
for assessing risks relating to money launderirdythe financing of terrorism.

749. Financial institutions are advised that it is tliere of utmost importance for financial institut&to
have in place a sound ‘Know Your Customer’ (KYCygedure and policy in place. KYC is most closely
associated with the fight against money laundesimg) the financing of terrorism.

750. Itis imperative that every financial institutiop@oints an appropriate person who may be among the
existing employees of the financial institutionMsney Laundering Reporting Officer (MLRO) and toavh

all internal suspicious transaction reports willlbade. (Paragraphs 8.08 to 8.12 of the GuidancesNumtver

the role of a MLRO). The MLRO must be of sufficigngenior status and not below the rank of Manalger.
branches of financial institutions, there shouldabresponsible officer on whom responsibility faVI&YCFT
matters would devolve. It is incumbent on the MLR® behalf of the financial institution, to makespicious
transaction reports to the FIU.

751. All financial institutions operating within Maurits should:

(@) have procedures for the prompt validationusipécions and subsequent reporting by the
internal employees to the MLRO.

(b) provide the MLRO with necessary access toesystand records to enable him to investigate
and validate internal suspicions reports which Hzaen reported to him.

(© inform all employees of the identity of the RD and in his absence, the person designated to
replace him.

752. Financial institutions are also required to appai@ompliance Officer at management level who will
bear the responsibility to verify, on a regularibasompliance with policies, procedures and cdstrelating

to money laundering and the financing of terroreetivities. Institutions are advised that it is mngant that

the procedures and responsibilities for monitodagpliance with, and effectiveness of, anti-money
laundering and financing of terrorism policies g@ndcedures are clearly laid down by all finanamstitutions.
Although it is advisable for the Compliance Offieerd the MLRO to be two distinct persons, it i$ tef
individual financial institutions to decide whetltee Compliance Officer may also take on the fuordiof the
MLRO.
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753. Paragraph 6.01 onwards covers the customer dgewide standards to be adopted by institutions.
Paragraph 7.01 onwards covers record keeping.giggia8.01 onwards covers the recognition and tieygor
of suspicious transactions. Regulation 9 of tmafcial Intelligence and Anti-Money Laundering Rieagions
2003 covers unusual transactions.

754. In February 2004, a Committee comprising represeetaof the Bank of Mauritius and the
Compliance Officers of banks was set up to senee @atform for interaction on AML/CFT issues arttey
aspects of compliance. Representatives of bank&yrthe mission advised that this committee iy veseful.

755. Regulation 9 of the Financial Intelligence and Avibney Laundering Regulations 2003 also applies
to institutions regulated by the FSC.

756. Paragraph 5.1 onwards of the FSC’s Codes dealimtéglnal controls and the handling of suspicious
transactions. Under the Codes institutions shoaigfa system of internal controls to manage thILAFT
risks and to provide a systematic and disciplingagt@ach to assuring compliance with AML/CFT lawses
and standards of good practice. The board of ditutisn should approve the institution’'s AML/CFDlicy
and must establish procedures and allocate redplitiess to ensure the AML/CFT policy and procedchisge
managed effectively and are in line with applicdbles, codes and standards of good practice.

757. Institutions must implement adequate internal pdaces to facilitate reporting of all suspicious
transactions by employees. Institutions must agmoMoney Laundering Reporting Officer to whom all
suspicious transaction reports are made. Adequateedures should be implemented by institutiorentsure
that MLROs have access to all relevant businessrirdtion and CDD documentation in order to properly
evaluate suspicious transaction reports. The Maaeydering Reporting Officer is also responsilole f
implementing and monitoring the day-to-day operatibthe financial institution’s AML/CFT policy and
procedures.

758. The internal AML/CFT policies and procedures oifrafcial institution must at least cover customer
due diligence (paragraph 4 onwards), the recognéiad reporting of suspicions (paragraph 5.1 ongjard
training and culture (paragraph 6 onwards) andrcekeeping (paragraph 7 onwards).

759. With regard to implementation, one institution tasi by the mission did not have a Money Laundering
Reporting Officer.

Independent Audit of Internal Controls to PreventiMand TF (c. 15.2):

760. Paragraphs 6.111 and 6.112 of the Bank of Maur@iuislance Notes on AML/CFT deal with internal
audit. Financial institutions’ internal audit acgimpliance functions have important responsibditie
evaluating and ensuring adherence to KYC policies@ocedures. As a general rule, the complianeetifan
should, through the Compliance Officer, provideératependent evaluation of the financial institutioown
policies and procedures, including legal and reguyarequirements. Its responsibilities should urnie
ongoing monitoring of staff performance through plaesting of compliance and review of exceptieparts
to alert senior management or the Board of Diredfdt believes management is failing to addre¥<K
procedures in a responsible manner. Internal alals an important role in independently evaluathwgyrisk
management and controls, discharging its respditgita the Audit Committee of the Board of Direcsoor a
similar oversight body through periodic evaluatiohshe effectiveness of compliance with KYC patgiand
procedures, including related staff training. Masragnt should ensure that internal audit functioesstaffed
adequately with individuals who are well verseduich policies and procedures. In addition, inteavalitors
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should be proactive in following-up their findinged criticisms. At one financial institution visit by the
mission a single individual occupied the roles ainpliance officer and internal audit officer.

761. Under paragraph 5.3 of the Codes issued by the fi8@J/LRO must report to the board of directors
of the financial institution or a committee of theard on any material breaches of the internal AGHT

policy and procedures and of the AML/CFT laws, ded standards of good practice. The MLRO must als
make annual reports and such other periodic repsrtge/she deems necessary to the board of timeifaha
institution or a committee of the board on the a@deg/shortcomings of internal controls and othecpdures
implemented to combat money laundering and finanoirterrorism, the number of internal reports mage
staff and the number of reports made to the Flbe feport must recommend any necessary actiomiedy
deficiencies identified by the MLRO. The boardiué financial institution must take all necessartyom to
remedy deficiencies identified by the MLRO in tleport. The Codes do not refer to the maintenane of
internal audit function to test compliance (inchuglisample testing).

Ongoing Employee Training on AML/CFT Matters (c. 153):

762. Regulation 9(e) of the Financial Intelligence amtiAVloney Laundering Regulations 2003 provides
that every relevant person shall implement intecoalrols and other procedures to combat moneydiarimg
and financing of terrorism, which shall include yichng employees, including the Money Laundering
Reporting Officer, from time to time with training the recognition and handling of suspicious teati®ns.
Regulation 9(f) requires that employees should bderaware of the procedures under the regulatioag\ct,
Codes and Guidelines and any other relevant pslibiat are adopted by the relevant person.

763. Paragraph 9.01 onwards of the Guidance Notes on/&@ML issued by the Bank of Mauritius covers
training. Every financial institution must, in orde combat money laundering and the financingeaforism,
implement an ongoing training program for its engeles in order to discharge part of its statutony doitake
reasonable measures in that regard. Financi#lutighs must take appropriate measures to makdogeps
aware of:

® policies and procedures put in place to préveoney laundering and the financing of
terrorism including those for identification, reddteeping, the recognition and handling of suspigio
transactions and internal reporting.

(i) the legal requirements contained in the Raial Intelligence and Anti-Money Laundering Act
2002, the Prevention of Corruption Act 2002 inaods it is applicable to money laundering, the
Prevention of Terrorism Act 2002 with regard to fimancing of terrorism and the Convention for the
Suppression of the Financing of Terrorism Act 2608 Regulations applicable to them.

(iii) their own personal statutory obligationsdahe fact that they can personally be liable for
failure to report information in accordance witteimal procedures.

764. The Guidance Notes provide that persons undertaliffeyent functions or with different experience
(front line staff, new employees, supervisors amehagers, and MLROs and Compliance Officers) should
receive different training. The Notes go on to &t it will be necessary to make arrangementsdivesher
training at regular intervals to ensure that sdiafhot forget their responsibilities.

765. The Guidance Notes do not refer to training on mpdagndering and terrorist financing techniques,
methods and trends.
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766. Regulation 9(e) of the Financial Intelligence amtiAVloney Laundering Regulations 2003 also
applies to institutions regulated by the FSC. Raiyuh 9(f) requires that employees should be madee of
the procedures under the regulations, the Act, €add Guidelines and any other relevant policiasare
adopted by the relevant person. Under paragrapiw@rals of the FSC’s Codes institutions must impleme
appropriate and ongoing AML/CFT training for staffgeneral and for the MLRO in particular. Training
should cover the recognition and handling of suspgtransactions and additional measures to maiata
high level of aware and vigilance between trairsegsions. Training must be relevant both to theaod the
seniority of the employee and should take accolirglevant financial services and products. All éogpes of
financial institutions must receive refresher AMETCtraining on an annual basis. The training shauttude
legal obligations, the money laundering/terroriisahcing vulnerabilities of relevant services andduoicts,
internal controls and CDD measures, and recognétimhhandling of suspicious transactions. The Cddes
not refer to training on money laundering and téstdinancing techniques, methods and trends.

767. Further, as MLROs and Deputy MLROs have signifigasponsibility for the receipt, evaluation and
where appropriate external reporting of suspictoaissactions to the FIU, MLROs and Deputy MLROsuidtio
be given additional training in the recognition drahdling of suspicious transactions.

Employee Screening Procedures (c. 15.4):

768. Section 46 of the Banking Act 2004 provides thapaeoson shall be appointed or reappointed as
director of a financial institution unless the appment or reappointment takes into account thegines
issued by the central bank relating to fit and prgpersons.

769. The section further provides that no financialitngibn shall appoint or reappoint any person asase
officer in Mauritius unless:

(@) prior notice to the central bank is given bhg financial institution at least 20 days before th
date of the proposed appointment or re-appointment;

(b) the notice under paragraph (a) is accompabyeal certificate of good conduct acceptable to
the central bank, or a certificate of morality dgtback to not more than 3 months, or an affidadwiy
sworn stating any convictions for crimes and arst pa present involvement in a managerial function
in a body corporate subject to insolvency procegslor having declared personal bankruptcy duly
executed by the person concerned; and

(© the central bank is satisfied that the persdpet appointed or re-appointed is a fit and proper
person.

770. The Bank of Mauritius has issued Guideline on kit Broper Person Criteria which financial
institutions are bound to follow with respect taise officers, directors and shareholders who dgerc
significant influence on financial institutions.

771. The FSC has advised that, according to its licgnsimditions, a financial institution must ensuratt
any director, manager and senior officer appoimedt be fit and proper.

Additional Element — Independence of Compliance ©ff (c. 15.5):

772. Regulations 6 and 7 of the Financial Intelligenod Anti-Money Laundering Regulations 2003 are
pertinent to Criterion 15.5. Under these regulajavery financial institution must appoint a Money
Laundering Reporting Officer (MLRO) who is of suffently senior status and have relevant and negessa
competence, authority and independence. The MLR@quired to report forthwith to the Financial
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Intelligence Unit, in such form as may be presditsny transaction that he has reason to beliexe is
suspicious transaction. These regulations andt#tetsry duties they require provide the MLRO with
independence. Paragraph 8.09 of the Guidance Not@dL/CFT issued by the Bank of Mauritius stateatt
the MLRO must be independent. There is no provigidhe Codes that the MLRO must be able to refoort
more senior management or the board. There isnalsequirement for the compliance officer to be
independent.

773. Regulations 6 and 7 of the Regulations also ampigdtitutions regulated by the FSC. Under
paragraph 5.2 of the Codes issued by the FSC tHeMinust be of sufficiently senior status and maseh
relevant and necessary competence, authority alegp@ndence to be able to discharge the reportiigatibn
effectively and autonomously. Paragraph 5.3 sthtsthe MLRO shall report to the board of direstor a
committee of the board on any material breachekeointernal AML/CFT policy and procedures andrad t
AML/CFT laws, codes and standards of good practlneaddition, the MLRO must make annual reporid an
such other periodic reports as he/she deems negégsshe board or a committee of the board on the
adequacy/shortcomings of internal controls andrgthecedures implemented to combat money laundering
and financing of terrorism, the number of intenregdorts made to the Financial Intelligence Unit.

774. Banks regulated and supervised by the Bank of NMasrappeared to have strong internal controls in
place of AML/CFT. They had procedures manuals. &joiaundering reporting officers had been appointed
who had access to customer records. Internal abditked compliance with procedures — in one bagikkgle
individual occupied the roles of compliance offieexd internal audit officer. Staff had receivednirsg. The
other institutions regulated by the Bank of Maustalso appeared to have good procedures. Some
institutions, across a variety of sectors, regdldgthe FSC had strong internal controls. One fiad

external consultants and was well aware of the iapoe of robust control systems and monitoring the
efficiency of those systems. However, on other £a8®ML/CFT controls were not yet in place. One itogion
had yet to appoint a Money Laundering Reportingd@ffnotwithstanding on-site inspections over two o
three years by the FSC and a recommendation biySkkethat such an officer should be appointed.hétime
of the mission, that institution was in the procekestablishing formal procedures to comply with televant
Code. Another firm requested by the mission tdarghow it would advise the FSC on how it complheith
the relevant Code found it difficult to do so. Aher firm was not subject to a Code.

Application of AML/CFT Measures to Foreign Branche& Subsidiaries (c. 22.1, 22.1.1 & 22.1.2):

775. Section 42 of the Banking Act provides that theti@@bank shall conduct regular examinations of the
operations and affairs of every financial institatiat least once every two years. Where the ceerait
specifies the examination includes affiliates andrseas branches and affiliates of the financaltirtion.

The examinations may be of such scope as the Bavilawaritius deems necessary to assess that theciisa
institution is duly observing the provisions of thenking laws, guidelines, and instructions issoethe
central bank and is in sound financial conditioneTGuidance Notes on AML/CFT issued by the Bank of
Mauritius do not contain provisions on the applmabf AML/CFT standards applicable to financial
institutions in Mauritius to their foreign brancheesd subsidiaries. The Bank of Mauritius has advibat
foreign branches and subsidiaries have in placeatipaal guidelines and policies and procedurepamex by
the parent banks and which is in line with the nesraents of the home regulator in Mauritius. Regula
reporting is carried out by those branches andidiab®s to their Head Office in Mauritius in respef
compliance with AML/CFT. The Bank of Mauritius halso advised that compliance officers from the @rou
in Mauritius pay regular visits to the branchesubsidiaries of local banks to ensure compliancdk policies
and procedures issued by the Head Office.
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776. The Bank of Mauritius has also confirmed that therational guidelines of the branches and
subsidiaries of Mauritius banks contain a requineinme apply the higher standard where the minimum
standards of Mauritius and the host jurisdictiomdiranch or subsidiary differ.

777. In addition, Bank of Mauritius executives have utaleen on-site inspections to branches and
subsidiaries of Mauritius banks and have assessedhte AML/CFT standards of these foreign operstio
meet Mauritius AML/CFT standards. It was appaterthe mission that the Bank of Mauritius took the
consolidated supervision responsibilities requivgdhe Core Principles of the Basel Committee onkiday
Supervision extremely seriously.

778. It was clear to the mission that the Bank of Mawsidid require the application of AML/CFT
measures to foreign branches and subsidiaries-wte borne out by meetings with banks. There iawo
regulation or other enforceable means within thamre of the Methodology which requires financial
institutions to ensure that their foreign branchied subsidiaries observe AML/CFT measures consigtiém
home country requirements and the FATF Recommentiati.

779. The FSC has advised that institutions subjecte@ gupervision have few foreign branches and
subsidiaries. Nevertheless, the Codes are sitetitamapplication of AML/CFT standards to foreigaches
and subsidiaries.

Requirement to Inform Home Country Supervisor if Feign Branches & Subsidiaries are Unable
Implement AML/CFT Measures (c. 22.2):

780. The Bank of Mauritius has advised that during itssde inspections it verifies that financial
institutions would inform the Bank if a foreign lich or subsidiary is unable to observe appropAdie/CFT
standards because to do so is prohibited by lagad,|regulations or other measures. This is veriigring the
course of on-site inspections in those jurisdiciorhis is a very positive approach by the Banklafiritius to
consolidated supervision.

781. The requirements of Criterion 22.2 are not conthinghe FSC’'s Codes on the basis that the non-bank
sector has few foreign branches and subsidiaries.

Additional Element — Consistency of CDD Measurdasaroup Level (c. 22.3):

782. The Bank of Mauritius has advised that the openaliguidelines of Mauritius banks contain a
requirement for financial institutions subject b tCore Principles to apply consistent CDD measatrése
group level.

783. On the basis that few nonbanks have foreign branahd subsidiaries, the Codes issued by the FSC
do not cover whether financial institutions subjecthe Core Principles are required to apply ciasi group
measures at the group level, taking into accounattivity of the customer with the various brarechad
majority owned subsidiaries worldwide.

784. The Bank of Mauritius treats its consolidated suisery responsibilities seriously, visiting oversea
branches and subsidiaries of the banks to seakstore, inter alia, that adequate AML/CFT measuresra
place. Bankers met by the mission were aware oftpertance of cascading AML/CFT policies and
procedures down to their branches and subsidiandsappeared to the mission to so do. It appeartdtdt
mission that foreign banks are required to meetéhoountry requirements. On the basis that the mdnba
sector has few foreign branches and subsidiahesz8C Codes are silent on the application of AMATC
standards to such branches and subsidiaries—hiose, few branches/subsidiaries are not coverdldeny
Mauritius home country requirements. Following #ssessment, Following the assessment, the FSGddvis



173

the mission that it would regulate these foreigamishes and subsidiaries when licensed by the F8hat
should that not be the case, the branch or subgithil be subject to the provisions of the lawtbé
jurisdiction from which it is operating. As indiea in the implementation section for Recommendaiionot
all institutions regulated by the FSC have esthblisSAML/CFT measures in any case.

3.8.2 Recommendations and Comments

785. The Guidance Notes on AML/CFT issued by the cemtaak and the Codes issued by the FSC provide
strong guidance on internal controls. Law, regatator other enforceable means do not cover the
requirements of Recommendation 22, although tlumgtpolicy and activity by the Bank of Mauritius on
verifying home country AML/CFT requirements are rimepractice by foreign bank branches and subsatiar
was noted by the mission.

786. It is recommended that:

The Codes should be amended to provide that itistisishould be required to maintain an adequately
resourced audit function;

In addition to the existing provisions on trainitige Guidance Notes and Codes should be amendedume
institutions to provide ongoing employee trainimgL and FT techniques, methods, and trends;

The Guidance Notes and Codes should be amendeduwme institutions to put in place screening pdares
to ensure high standards when hiring employees;

The Codes should be amended to include provisinrie@application of AML/CFT measures to branches a
subsidiaries of Mauritius financial institutionsaccordance with Recommendation 22.

3.8.3 Compliance with Recommendations 15 & 22

Rating Summary of factors underlying rating

R.15 PC Not all financial institutions are covered, some institutions regulated by FSC
have not implemented the Codes fully;

The Guidance Notes and Codes provide strong elements on internal control;

The Guidance Notes and Codes do not contain requirements on ongoing
training on ML/FT techniques, methods and trends or on screening
procedures when hiring new employees;

The Codes do not require an adequately resourced audit function.

R.22 NC Not all financial institutions are covered.

The Codes contain no provisions on the application of AML/CFT standards to
branches and subsidiaries of Mauritius institutions;

Despite a very positive approach to consolidated supervision by the Bank of
Mauritius, the requirements of Recommendation are not met by law,
regulation, or other enforceable means.

3.9 Shell banks (R.18)

3.9.1 Description and Analysis

Prohibition of Establishment Shell Banks (c. 18.1):



174

787. Under Section 5 of the Banking Act 2004, the Bdras such functions as are necessary to achieve the
attainment of its objects and, in particular, iélshinter alia, regulate and supervise finanaistitutions
carrying on activities in, or from within, Mauritu

788. For the purposes of Section 4(2) of the Act, thakBaf Mauritius shall:

(a) ascertain and promote the soundness of fiabmaititutions and their compliance with
governing laws, rules and regulations;

(b) ensure the adoption by financial institutiefgolicies and procedures designed to control and
manage risks effectively;

(© adopt policies to safeguard the rights aneradts of depositors and creditors of financial
institutions, having due regard to the need faaficial institutions to compete effectively in thanket
and take reasonable risks;

(d) monitor system-wide factors that might haveatentially have a negative impact on the
financial condition of financial institutions.

789. No person may engage in banking business in Magnitithout a banking license issued by the central
bank. Every application for a banking license shalmade in such medium and in such form as theaten
bank may determine and shall be accompanied bpyafathe certificate of incorporation of the ajgglnt; in
the case of a foreign company registered in Maug;ith copy of the certificate of registration andriten
confirmation from the banking supervisory authoiityhe applicant’s country of incorporation thia¢ t
supervisory authority has no objection to the aggpit’'s proposal to carry on banking business infifiag; a
copy of the constitution of the applicant; a cestiflist of the full names and address as of thectibrs,
beneficial owners, chief executive officer and ngara of the applicant and a list of its shareh@dsvning
10 percent or more of its shares; a copy of thaniiial statements of the applicant; a businessgilang the
nature of the planned business, organizationattstrel and internal control, projected financiatestaents
including cash flow statements for each of the tiepde financial years; in respect of the diregtohgef
executive officer, managers and shareholders hplisignificant interest, of the applicant, an ideation
and a certificate of good conduct, in such forrmay be specified by the central bank, from a coeet
authority or an affidavit duly sworn stating anyneictions for crimes and any past or present ineolgnt in a
managerial function in a body corporate subjeathsolvency proceedings or having declared personal
bankruptcy; and such other information or docunaanthe central bank may specify in the applicafoom.

790. Under section 7 of the Banking Act, no bankingnise shall be granted by the central bank unless it
satisfied:

(a) that the applicant has:

(i) demonstrated that the directors or senior efoof the applicant have technical knowledge,
experience in banking or finance and are fit argger persons to carry on the proposed
banking business;

(i) sufficient financial resources and an adequatgital structure to serve as a continuing
source of financial support for the proposed bank;
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(i) demonstrated the soundness and feasibilitthefapplicant’s plans for the future conduct
and development of the business of the proposeki bartiuding accounting and internal
control systems;

(iv) the ability and willingness to comply with duother conditions as the central bank may
impose under the banking laws;

(b) as to the history and character of the businadsmanagement of the applicant;
(c) as to the convenience and needs of the comynaniharket to be served; and

(d) as to the fitness and suitability of the apgolits shareholders, particularly shareholders hgldi
significant interest.

791. In light of the statutory provisions under whiclke tBank of Mauritius operates, shell banks cannot be
established in Mauritius.

Prohibition of Correspondent Banking with Shell B&s (c. 18.2):

792. Paragraphs 6.87 onwards of the Bank of Mauritiusl&hce Notes on AML/CFT provide guidance on
correspondence services. Particular care shoulalkie® where correspondent services involve jurisitis
where the correspondent financial institutions hawghysical presence. Financial institutions &houly
establish correspondent relationships with fordigancial institutions that are effectively supeed by the
relevant authorities and have effective customeeptance and KYC policies. In particular, financial
institutions should refuse to enter into or condimu a correspondent relationship with a finaniciatitution
incorporated in a jurisdiction in which the corresgdent has no physical presence and which is lintdfi

with a regulated financial group (i.e., it may itw@a shell financial institution). The Bank of M#ius
evaluates compliance with the provisions on cowadpnt banking during its on-site inspections.

Requirement to Satisfy Respondent Financial Instians Prohibit of Use of Accounts by Shell Banks

(c. 18.3):

793. The Guidance Notes on AML/CFT issued by the Bankatiritius specify that financial institutions
should gather sufficient information about theirrespondents to understand fully the nature of the
correspondent’s business. Factors to considerdacinformation about the correspondent’s managémen
major business activities, where they are locatetits money-laundering prevention and detectidoresf, the
identity of any third party entities that use tloerespondent services; and the condition of thenionl
institution regulation and supervision in the cependent’s country. Financial institutions shoutdiyo
establish correspondent relationships with fordigancial institutions that are effectively supeed by the
relevant authorities and have effective customeepiance and KYC policies.

794. Financial institutions should refuse to enter int@ontinue a correspondent relationship with a
financial institution incorporated in a jurisdiatian which the correspondent has no physical peesand
which is unaffiliated with a regulated financiabgp. Financial institutions should pay particuldeation
when continuing relationships with correspondeotsited in jurisdictions that have poor KYC standard
have been identified as being “non-cooperativethmfight against anti-money laundering. Financial
institutions should establish that their correspnts have due diligence standards as set out i aloeitius
Guidance Notes, and employ enhanced due diligermmeg@ures with respect to transactions carried out.



176

795. The Bank of Mauritius monitors compliance with firevisions of the Guidance Notes on
correspondent banking during its on-site inspestion

3.9.2 Recommendations and Comments

796. There are no shell banks in Mauritius and the lati under which the Bank of Mauritius operates
prevents the establishment of shell banks in theduThe Guidance Notes on AML/CFT issued by thal8
of Mauritius contain detailed provisions on cor@sgent banking. The mission considers Recommendago
to be fully implemented.

3.9.3 Compliance with Recommendation 18

Rating Summary of factors underlying rating
R.18 C This Recommendation is fully met.

Regulation, supervision, guidance, monitoring andanctions

3.10 The supervisory and oversight system—competent authities and SROs. Role, functions, duties
and powers (including sanctions) (R. 17, 23, 25 &92

3.10.1 Description and Analysis:

Regulation and Supervision of Financial Institutias (c. 23.1):

797. Section 18 of the FIAMLA states that the superwsauthorities may issue such codes and guidelines
as they consider appropriate to combat money launglactivities and terrorism financing to bankscash
dealers subject to their supervision. The sectaesgn to provide that the Bank of Mauritius skafpervise

and enforce compliance by banks and cash dealdrgivei requirements imposed by the Act, regulatioade
under the Act and such guidelines as it may iSQmesite inspections by the Bank are covered ire@an

29.1. Sanctions are covered in Recommendation 17.

798. As discussed in these other Recommendations amthttieduction to section three of this report,
before the mission statutory on-site powers wengédid and, in addition, powers of sanction AML/CFT
breaches were limited, difficult to apply and nppked.

Designation of Competent Authority (c. 23.2):

799. As discussed above, Section 18 of the Financiellipence and Anti-Money Laundering Act 2002
provides authority for the Bank of Mauritius toussGuidance Notes and to supervise and enforcel@oroe
by banks and cash dealers with the requirementssegpby the Financial Intelligence and Anti-Money
Laundering Act 2002, regulations made under theafxck such guidelines as it may issue.

800. As discussed above, Section 18 of the Financiellipence and Anti-Money Laundering Act 2002
provides authority for the FSC to issue Codes arglipervise and enforce compliance by financiditutons
with the requirements imposed by the Financiallligence and Anti-Money Laundering Act 2002, redidas
made under the Act, and such guidelines as it sgyei

Fit and Proper criteria and Prevention of Criminalsom Controlling Institutions (c. 23.3 & 23.3.1):
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801. Sections 5 to 7 of the Banking Act 2004 deal witplacations for banking licenses. No person shall
engage in banking business in Mauritius withouaaking license issued by the central bank. Sulbgect
section 12 of the Act, no person, other than a iaeksed by the central bank, shall engage invexe
deposits from the public.

802. Every application for a banking license shall belenan such medium and in such form as the central
bank may determine and shall be accompanied, awitieg material, by:

(a) a copy of the certificate of incorporation loé tapplicant;

(b) in the case of a foreign company registeredauritius, a copy of the certificate of
registration and a written confirmation from thenkimg supervisory authority in the
applicant’s country of incorporation that the swyimory authority has no objection to the
applicant’s proposal to carry on banking businaddauritius;

(c) a copy of the constitution of the applicant;

(d) a certified list of the full names and addresskthe directors, beneficial owners, chief
executive officer, and managers of the applicadtalist of its shareholders owning 10
percent or more of its shares;

(e) in respect of the directors, chief executiviicef, managers, and shareholders holding a
significant interest, of the applicant, an idewcafion and a certificate of good conduct, in such
form as may be specified by the central bank, faocompetent authority or an affidavit duly
sworn stating any convictions for crimes and arst pa present involvement in a managerial
function in a body corporate subject to insolvepoyceedings or having declared personal
bankruptcy;

803. No banking license shall be granted by the cebtiak unless it is satisfied, inter alia, that the
applicant has demonstrated that the directorsraosefficers of the applicant have technical knedde,
experience in banking or finance and are fit arapber persons to carry on the proposed banking essiThe
Bank of Mauritius must also be satisfied as tohiséory and character of the business and manadeshére
applicant, and the fitness and suitability of tpelacant’s shareholders, particularly shareholdlsling a
significant interest.

804. Where the applicant is the branch incorporatedaabemd is making an application either singly or in
joint venture with a bank incorporated in Maurititige central bank must satisfy itself that thekban
incorporated abroad is a reputable internationakplaaving operated as a bank in the jurisdictibischead
office for at least five years, and is subject@ogsolidated supervision by competent foreign reigua
authorities.

805. With regard to branches of institutions which acerised to operate as banks, their ratings and
rankings are obtained from international credingiigencies. The Bank of Mauritius also obtairisrmation
from the parent supervisory authority on applicdotdicenses and will grant a license if it isishéd that
supervision will be conducted on a consolidatedsdag the parent supervisory authority in accoreéanith
the Basel Committee’s 25 Core Principles for EffecBanking Supervision.

806. In summary, under Section 7 of the Banking Act 20@tbanking license shall be granted by the
central bank unless it is satisfied (a) that thaliapnt has demonstrated that the directors owos@fiicers of
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the applicant have technical knowledge, experiemt@nking or finance, and are fit and proper pesdo
carry on the proposed banking business; and (to te fitness and suitability of the applicant®eeholders,
particularly shareholders holding a significanenesst.

807. Section 46 of the Banking Act states that no pess@il be appointed or reappointed as director of a
financial institution unless the appointment omp@aintment takes into account the guidelines is$yeithe
central bank relating to fit and proper personsaddition, no financial institution shall appointreappoint

any person as senior officer in Mauritius unless:

(a) prior notice to the central bank is given hg financial institution at least 20 days before th
date of the proposed appointment or re-appointment;

(b) the notice under paragraph (a) is accompayeal certificate of good conduct acceptable to
the central bank, or a certificate of morality dgtback to not more than three months, or an afiida
duly sworn stating any convictions for crimes ang past or present involvement in a managerial
function in a body corporate subject to insolvepoyceedings or having declared personal bankruptcy
duly executed by the person concerned; and

(© the central bank is satisfied that the pettedve appointed or re-appointed is a fit and proper
person.

808. Section 46 also specifies the factors to whichBhek of Mauritius must have regard when
determining whether a person is fit and proper.s€Hfactors include probity, integrity, diligencepmpetence,
and business experience; previous conduct andtagiin business; and whether or not a persorbbas
subject to any conviction of an offense involvimgud or other dishonesty. The Bank of Mauritius dlas
issued a guideline on fit and proper criteria.

809. Any person who attempts to assume any office dwepbjection of the central bank is subject to a
suspension order by the central bank.

810. Section 46 of the law goes on to provide that wiileeecentral bank has reason to believe that any
person is, by virtue of its shareholding in theafinial institution or otherwise, in a position bdlilence any
person specified above, and is exercising its @mfae in a manner which is likely to be detrimetdehe
interests of depositors, the central bank may reiqhat the shareholder holding a significant iegéand the
financial institution to remedy the situation. Wler shareholder holding a significant interest fanancial
institution fails to give satisfaction to the cetbank following such a request, the central baak take
action against him.

811. Under Section 14(1) of the Financial Services Dewelent Act, no person can conduct any business
activity in the financial services sector withoutcnse issued by the FSC. Until the mission R8€ could
issue a license only where it was satisfied thatéguirements for the registration of any persothe

granting of a certificate, license, or authorizatio any person were fulfilled under the relevantsfand that
the person was a fit and proper person. The FS@detbthis provision to ascertain the fitness aongnety of
shareholders, directors, and senior staff. Sedttoaf the Insurance Act 1987 provided that the R&St not
register an applicant for an insurance licensedppeared that any director or manager was nah@tproper.

In addition, Section 56 of that Act stated thatE8C must refuse to register an applicant to hesurance
agent or insurance broker unless it was satisido #éeir fithess and propriety.
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812. In addition, licensing conditions issued by the RQanuary 2005 apply to institutions licensedarnd
the FSD Act, rather than the relevant Acts incladieensing condition which reads as follows:

a) The Company shall ensure that any director aganand senior officer appointed are fit and
proper and that the Commission is notified fortimat such appointments;

b) Where, in the usual course of business, atdirec manager or senior officer is asked to
resign or is removed, the Licensee shall forthwitbrm the Financial Services Commission of the
resignation/removal and shall include a descriptibtine circumstances surrounding such request for
resignation and removal,

c) The Company shall, at the request of the Cosions remove a director or a manager or
senior officer from office if those persons are, othe opinion of the Commission, fit and proper.

813. In 2003, the FSC issued a Guide to Fit and Prdpger.elements which comprise being fit and proper
as explained the in Guide are integrity, solvemay competence. This Guide was followed in 200éhby
issue of a Personal Questionnaire (PQ) to asEdt8C to be able to establish fithess and propridtg
personal questionnaire is used for, among othersfitial owners, directors (executive and non-akee),
principal officers, and controlling shareholdersapplicants for business conducting financial sewior
providing a service by way of business, and foséhpromoting or managing collective investment ses
An explanatory note was issued in June 2006 in ection with the PQ. It stated that the PQ is inezhfibr
beneficial owners, directors, principal officeradacontrolling shareholders of applicants. The FR&y
require other applicants for a license or any effishareholder or beneficial owner of an applicadicensee
to complete a PQ where it is deemed necessarynsées are required under procedures to inform S d¥
any material change in information submitted attilme of application. Changes in beneficial owners,
directors, principal officers, and controlling selaolders should therefore, be notified to the FSC.

814. The Insurance Act 2005 and the Securities Act 200 brought into force during the evaluation and
replaced the Insurance Act 1987, the Stock Exchawt)@988, and the Unit Trust Act 1989.

815. Under Section 36 of the new Securities Act, the R&Y only grant a license if the applicant hasf staf
with the appropriate competence, experience, aoficfgncy. The FSC must also be satisfied that the
applicant’s officers are fit and proper personsagoy out the business for which a license is sbaghwhere

the applicant is an individual, that the individisafit and proper. Section 37 states that in abersng fitness
and propriety, the FSC may have regard to relesdutation, qualifications, and experience; abilitperform
the relevant functions properly, efficiently, hothesind fairly; and reputation, character, finahamregrity,

and reliability. In addition, the FSC may have meg@ any substantial shareholder of the corpomatize
related corporations of the corporation, and tlieefs of those related corporations.

816. Under Section 11 of the new Insurance Act, the RSt not license an insurer unless it is satisfied
that the applicant, substantial shareholders, #icbrs are fit and proper to ensure the sound@ndent
management of the insurance business. Under S&tiam person shall, without the approval of t&&CF
acquire or hold such number of shares so as to thak@erson a significant shareholder. Approvélnat be
granted where the FSC is not persuaded that tHeapipor significant shareholder is fit and prapénder
Section 36, insurers must demonstrate to the F&QHhhir officers are fit and proper. Section 7@hef Act
covers the fitness and propriety for insurance mgarsy insurance agents and insurance brokersgudae
identical to Section 11.
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817. Under Section 16 of the Financial Services Act Whiame into force during the mission, an
application for a license must be accompanied byqodars of promoters, beneficial owners, conedl and
proposed directors in such form as may be spedadifi€&®BC rules. Under Section 18, the FSC may rexttgn
application unless the criteria set out in the igpple relevant act are met. The applicant msst bhve, inter
alia, staff with appropriate competence, experieaod proficiency. In addition, the applicant aadle of its
controllers and beneficial owners must be fit armppr persons. Section 20 specifies that in consigle
whether a person (including the officers and bemdfowners of a corporation) is fit and propeg #5C must
have regard to relevant education, qualificatiamsl experience; ability to perform the relevanttions
properly, efficiently, honestly, and fairly; andorgation, character, financial integrity and reliié@a Section
23 provides that no shares, or any legal or beiakfiterest, in a licensee shall be issued orsfiermmed except
with the approval of the FSC. If the FSC is nots$i@td that a controller or beneficial owner is adit and
proper person, that person can be required to siispbtheir shareholding.

818. The following table demonstrates how the legiskativovisions on fit and proper persons operated in
respect of the legislation in place before the imisand during the mission for institutions for wtithe FSC
is responsible:

Table 23. Fitness and Properness

Fitness and Propernessl

Einancial Senior Officer at Director at Significant Controller at Changes after
application Application Shareholder and application licensing
Institutions beneficial owner at
application
Lending FSD2 FSA3 FSD FSA FSD FSA FSD FSA FSD FSA

Consumer credit

(Hire purchase) Y Y Y Y Y Y X Y Y Y
Credit finance
. Y Y Y Y Y Y X Y Y Y
companies
Mortgage credit Y N/A Y N/A Y N/A X N/A Y N/A
Factoring v Y v v % Y X Y Y Y
Financial Leasing
Leasing companies v % Y Y Y Y X Y Y Y

Trading in

Transferable FSD/SEA4 FSA/SA5 FSD/SEA FSA/SA FSD/SEA FSA/SA FSBA FSA/SA FSD/SEA FSA/SA

1 To be read in conjunction with explanatory nat®Q
2 FSD-Financial Services Development Act 2001

3 FSA-Financial Services Act 2001

4 SEA-Stock Exchange Act 1988

5 SA-Securities Act 2005



Trading in
Transferable
securities
Commodity futures
trading
Stockbroking3
company
Investment dealer
Participating in
securities issues
and the provision
of financial services
related to such
issues
Investment dealer

Individual and

FSD/SEAL FSA/SA2

N/A Y

FSD FSA

1 SEA-Stock Exchange Act 1988
2 SA-Securities Act 2005
3 Transitional provisions under the Securities 2@95 apply

Individual and
collective portfolio
management
Investment
1Adviser/Investment
Managers/Portfolio
Managers
Asset Managers
(non-securities)
Licensed under FSA

under new regime

Investment Adviser2 N/A Y

Licensed under
SA/FSA under new
regime

CIS Manager

N/A Y

FSD FSA

N/A Y

1 Licensed under section 14 of the FSD Act

2 To be licensed under the Securities Act 2005

N/A Y

N/A Y

N/A Y
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FSD/SEA FSA/SA

N/A Y

FSD FSA

FSD FSA

N/A

N/A

N/A Y

FSD/SEA FSA/SA FSBA FSA/SA FSD/SEA

N/A Y N/A Y N/A

FSAISA

FSD FSA FSD FSA FSD

FSD FSA FSD FSA FSD

Y N/A Y N/A Y

Y N/A Y

N/A Y

N/A Y

N/A Y

FSA/SA

FSA

FSA



CIS Manager N/A
Licensed under
FSA/SA under new
regime
Safekeeping and
administering or
managing funds or
money on behalf
of other persons
Custodian of Y
securities (licensed
under FSD)
Custodians (CIS) Y
Licensed under
FSA/SA
Custodians (Non- Y
CIS) Licensed
under FSA/SA
Pension fund FSD
administrators vy
Underwriting and 1A871/FSD
placement of life
insurance and
other investment
related insurance
Insurance Y
Companies
Insurance Brokers Y

Insurance Managers Y

1 IA87-Insurance Act 1987
2 IA05-Insurance Act 2005

FSA

IA05

N/A

FSD

IA87/FSD
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Y N/A

Y
Y
Y

FSA FSD

Y Y

IAO5 IA87/FSD
Y Y
Y Y
Y Y

FSA

IA052

N/A Y N/A
X Y
Y Y
Y Y
FSD FSA FSD
X Y Y
IA87/AS |A05 IA87/FSD
X Y Y
X Y Y
X Y Y

FSA

IAO5
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819. Section 18(2)(e) of FSA 07 together with sectio(B)(h) of the Insurance Act 2005 provide for
controllers, beneficial owners, substantial shaldgrs and other officers to be fit and proper pesso carry
out the business for which a license is soughtti®@e26 of the Insurance Act 2005 requires an iasto
demonstrate at the time of an application thap#rson is fit and proper to be appointed as aceaffi

Application of Prudential Regulations to AML/CFT (23.4):

820. As implied by the discussion in Criteria 23.1 to23, the Criteria for Recommendation 17, and the
Criteria for Recommendation 29, it appeared tomission that for financial institutions that ardogct to the
Core Principles the regulatory and supervisory messsthat apply for prudential purposes and whieh a
relevant to money laundering, apply in a similanmer for AML/CFT purposes.

821. Mauritius is a member of the IAIS and the IOSCO.

822. The Insurance Act 2005 came into force during truation. The aim of the legislation is to enhance
the regulatory and supervisory framework for treunance industry and provide greater protection to
policyholders and other beneficiaries. The Actlb@sn drafted to implement the International Assammeof
Insurance Supervisors’ (IAIS) Standards and Comeciptes and focuses on specific regulatory issaksing

to capital adequacy, solvency, corporate governaarty warning systems, and the protection of
policyholders. The Insurance Act 2005 applies tob@l Insurance Companies.

823. The Securities Act 2005 aims to enhance the regaland supervision of securities markets and is
based on the standards of the International Orgtaizof Securities Commissions (I0OSCO). The afrthe
legislation is to establish a framework for theulagion of securities markets, market participasesf-
regulatory organizations, the offering and tradifigecurities to ensure fair, efficient, and traaremt
securities market. The Mauritius authorities adtie# it aims to strike an appropriate balance betwthe
protection of investors and the interests of mankakers and market participants. The Securities2805
applies to investment businesses operating inltdtembbusiness sector.

824. It appeared to the assessment team that for fiakinstitutions that are subject to the Core Pples,
the regulatory and supervisory measures that dpplyrudential purposes and which are also relet@nt
money laundering, could not apply in a similar memfior AML/CFT purposes for the reasons specifiethie
introduction to section three of this report.

Licensing or Registration of Value Transfer/ExchaegServices (c. 23.5):

825. Under Section 13 of the Banking Act 2004, no persmall, subject to subsection (2), engage in the
business of cash dealer in Mauritius without arreyppate license granted by the central bank. défaitions
section of the Act specifies that a cash dealargerson licensed by the central bank to carnherbusiness of
foreign exchange dealer or money changer. Subseti(?) of the Act provides that only companies rhay
granted a license. Subsection (3) states that rempgeother than a bank, shall engage in foreighamxge
business in Mauritius without a foreign exchangalelelicense issued by the central bank or in marenger
business in Mauritius without a money changer kecissued by the central bank. The discussionextidp
Recommendations VI and VIl cover the applicationhef AML/CFT framework to money or value transfer
services and money or currency changing services.

826. The Banking Act 2004 includes in the definitionbainking business such services as are incidental
and necessary to banking. The Bank of Mauritiusdulvsed that this aspect of the definition meaas t
persons carrying out a money transfer service byafidusiness is covered by the Banking Act and is,
therefore, required to be licensed under the Adtraget the obligations of the Act and the AML/CFT
framework. Such persons fall under the definitibbank in the Act as a bank is defined as a company
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incorporated under the Companies Act 2001, or adbraf a company abroad which is licensed by tin¢rak
bank to carry on banking business. The Bank of Maarhas successfully used its interpretatiorhef t
Banking Act to license money transfer service ptexs in Mauritius and conduct on-site inspections.
Nevertheless, the mission has concerns that tlenae®f an explicit and clear provision bringingnap
transfer service providers into the Mauritius AMECframework means that the interpretation of theking
legislation and the successful resolution of arllenge to the application of the banking legislatithe
AML/CFT legislation, and the Guidance Notes on ARBET issued by the central bank may be problematic.
The same issues in respect of the banking legslaipply in respect of value transfer service mters. No
value transfer service provider is licensed byBhek of Mauritius. During the assessment, the missame
across anecdotal evidence from more than one sthatéhere are persons providing informal valaagfer
services in Mauritius.

Monitoring and Supervision of Value Transfer/Exchage Services (c. 23.6):

827. Section 18 of the FIAMLA states that the superwsauthorities may issue such codes and guidelines
as they consider appropriate to combat money launmglactivities and terrorism financing to cashldesa
subject to their supervision. The section goesogurdvide that the Bank of Mauritius shall supesvéesid

enforce compliance by cash dealers with the remérgs imposed by the Act, regulations made undeAtt

and such guidelines as it may issue. The Guidateshon AML/CFT issued by the Bank of Mauritius lgpp

to banks and cash dealers. On-site inspectionsebBank are covered in Criterion 29.1. All bankd aash
dealers have been subject to an on-site inspestiich has covered money transfer services and money
currency changing services undertaken by thosgdtishs.

Licensing and AML/CFT Supervision of other Financldnstitutions (c. 23.7):

828. One of the main functions of the Bank of Mauritiugler section 5 of the Bank of Mauritius Act 2004
is to regulate and supervise banks, nhonbank degadgitg institutions and cash dealers carrying ctivities
in, or from within, Mauritius.

829. Section 18(1)(b) of the Financial Intelligence amti-Money Laundering Act 2002 imposes a duty on
the Bank of Mauritius to supervise and enforce d@anpe by banks and cash dealers with the requinesne
imposed by the Financial Intelligence and Anti-Mph&undering Act 2002, regulations made under the A
and such guidelines as it may issue. The supenvasid oversight of institutions regulated by thelBaf
Mauritius is covered above and in the discussiamefCriteria in Recommendation 29.

830. The Financial Services Development Act was repldmgethe Financial Services Act 2007 during the
evaluation. Section 14 of the new Act provides ti@person shall carry out, or hold himself asyéag out,
in Mauritius any financial services without a lisenissued by the FSC. Under section 14(1) of thari€ial
Services Development Act 2001 no person was alderiduct any business activity in the financial/ges
sector without a license issued by the FSC. Thenfiral services falling under the supervision ef H5C
include insurance, asset management, collectivestment schemes, custodial services, factoringhess)
investment advisory services, leasing businesstgage finance, retirement benefit schemes, staakebing
companies, and fund managers. The definition offficial institution’ under the FIAMLA does not cap all
of these financial services. The definition in FIRKImeans any institution or other person reguldigdhe
Insurance Act, the Securities (Central Deposit@igaring and Settlement) Act, the Stock Exchange the
Unit Trust Act, any management company or registegent licensed under the Financial services
Development Act 2001 and any trustee managing tatusit established under the Unit Trust Act. The
Financial Intelligence and Anti-Money LaunderinggRiations 2003 cover relevant persons; the dedimiaf
relevant person is a bank, financial institutiorcash dealer. This means that the FIAMLA and urydeyl
regulations do not cover all of the types of finahmstitution, as defined by the FATF. For examglnancial
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leasing and not all lending business are coveratidAML/CFT legal framework in Mauritius. In adidih, as
indicated in the introduction to section 3 of treport, not all types of financial institutions a@vered by the
AML/CFT legal framework.

831. The FSC imposes licensing conditions on each ndafaancial institution it licenses which is
considered to be vulnerable to potential risks &féid FT. Such institutions are required to adeptorce,
and reassess on an annual basis, their anti-maoagéring and combating the financing of terrorism
framework.

Guidelines for Financial Institutions (c. 25.1):

832. The Bank of Mauiritius first issued Guidance Notasaati-money laundering and combating the
financing of terrorism (AML/CFT) to the banking iastry in 2001. An updated version of the Guidanogehl
was issued to the industry in December 2003. Thised Guidance Notes discussed in this report vesresd

to the industry in June 2005—these are the Guidilotes discussed in this report. The Bank has g¢dogh
include in its Guidance Notes the RecommendatiadsSpecial Recommendations issued by the FATF and
the Customer Due Diligence Paper issued by thel Basamittee on Banking Supervision.

833. The Guidance Notes make provisions for, inter #fia,following:
The Legislative Framework of Mauritius

Internal controls, policies and procedures

Identification procedures

Record-keeping

Recognition and reporting of suspicious transastion

Education and Training

834. Part 1 of the Guidance Notes provides informatiommney laundering and terrorist financing, while
several pages of examples of suspicious money &ingdand terrorist financing transactions are fged in
appendices F and G.

835. The Guidance Notes were issued to financial irtgtitg by the Bank of Mauritius by virtue of powers
conferred upon it by section 50(2) of the Bank afuvitius Act 2004, Section 100 of the Banking AG02,
and Section 18(1)(a) of the Financial Intelligeaoel Anti-Money Laundering Act 2002.

Financial Services Commission

836. With regard to financial institutions, in 2005 th8C has issued two Codes on the Prevention of
Money Laundering and Terrorist Financing intendadhvestment Businesses and Insurance Entitiesrutsd
functions and powers under Sections 6(d) and 7(bj(the Financial Services Development Act andiSec
18(1)(a) of the FIAMLA. The Codes are intended ¢eist licensees to comply with the obligations aored
within the FIAMLA.

837. Under the Codes, the Board of a licensee must adigwhal AML/CFT policies and must establish
internal procedures and allocate responsibilittesrtsure that AML/CFT policies and procedures thegt
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AML/CFT legal obligations are introduced and maiméal. A licensee’s internal AML/CFT policies and
procedures must, inter alia, cover the followingecprinciples:

Licensees must, when establishing a businessae#iip with an applicant for business apply appaber
customer due diligence measures, including idangfand verifying the identity of the applicant for
business;

Licensees must implement effective ongoing custatoerdiligence measures and risk profiling procesur

838. Noncompliance with a Code exposes a licensegidatory action which may include a direction
under Section 7(1)(d) of the FSD Act to observeGbde. Failure to comply with the direction maydda
criminal sanction or revocation of a license.

839. Part 2 of the Codes provides information on momeydering and terrorist financing, while appendix
VI to the Codes provides indicators of potentiallyspicious activity. Paragraph 6.4 of the Codesireg the
MLRO and Deputy MLRO to familiarize themselves witie annual FATF Typology Reports and the trends
they contain.

Power for Supervisors to Monitor AML/CFT Requireméfc. 29.1):

840. Section 18(1)(b) of the FIAMLA requires the BankMéuritius to supervise and enforce compliance
by banks, nonbank deposit-taking institutions amshadealers with the requirements imposed by the Ac
regulations made under the Act, and such guideisdsmay issue. The Bank of Mauritius has letjista
authority to conduct on-site inspections—see Gdte29.2—The Guidance Notes issued by the Bank of
Mauritius are enforceable.

841. Section 18(1)(c) of the FIAMLA requires the FSGstgpervise and enforce compliance by financial
institutions with the requirements imposed by that, Aegulations made under the Act, and such guielelas
it may issue. Although section 43 of the new Finar8ervices Act provides specific on-site inspacti
powers, the FSC had limited legislative authoritgonduct on-site inspections prior to the missicee-
Criterion 29.2—although in practice the FSC hasaged to inspect some institutions (not includirgunance
intermediaries) notwithstanding its limited autlyto do so).

842. Until the introduction of the new Securities Act0®) which came into force during the mission, the
Stock Exchange of Mauritius had passed two casesmdfet manipulation/insider dealing to the FSC for
investigation. These cases were investigated an83€C concluded that no offense had been committed.

843. One of the cases led to a modification of the Ergle&s listing rules. Under the new Act, from Janyuar
2008, the Exchange will be required to undertakeenaative investigations of potential insider degdmarket
manipulation prior to passing the case to the A8Grder to ensure that it meets this obligatiod smreflect
potential growth, the exchange proposes to readditional staff. As the finance center in Maustzontinues
to grow, it will be important for the Exchange te &ble to demonstrate that it can establish andtaiaifair
markets.

Authority to conduct AML/CFT Inspections by Supesdars (c. 29.2):

844. Section 42 of the Banking Act 2004 contains prarision regular examinations by the Bank of
Mauritius. The central bank must conduct regulameixations of the operations and affairs of evargricial
institution at least once every two years, inclgdivhere the central bank so specifies, of afékand
overseas branches and affiliates of the finano#ltution. These examinations may be made byffitseos or
such other duly qualified person as it may appdihe examinations may be of such scope as theatdatnk
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deems necessary to assess that the financiabtimtiis duly observing the provisions of the bawgkiaws,
guidelines, and instructions issued by the cebiak and is in a sound financial condition.

845. Section 43 of the Act contains provisions for speekaminations. Where, in relation to any finahcia
institution, a special examination appears to lmesgary or expedient in order to determine whetieer
financial institution is in sound financial conditi and whether the banking laws or any enactméatirrg to
anti-money laundering or prevention of terrorisngordelines and instructions issued by the cebtak, as
the case may be, are being complied with, the aklpémk may appoint one or more of its officersach

other duly qualified person to conduct a specialneixation in respect of the affairs of the finahaiatitution
and of any affiliates and overseas branches arnd$.

846. Section 44 of the Act specifies the powers of exams. Any such officer or person appointed under
Sections 42 and 43 has the power to examine akhaoinutes, accounts, records, cash, securitieghers,
and any other document in the possession or custotthe financial institution or of its affiliatea Mauritius

or its branches and affiliates outside Mauritimsadldition, the appointed officer or person caruireg within
such time as may be specified, such informationcamies of all relevant documents, that he mayorestsly
require concerning the institution’s businesshat of its affiliates in Mauritius, or that of isanches and
affiliates outside Mauritius, if any, as appearassary.

847. The Bank of Mauritius has produced an AML/CFT exaation manual. The Bank of Mauritius
assesses compliance with the banking laws, the ENhe regulations made under the Act, and the
Guidance Notes on AML/CFT during the course of t@ismispections. The examination manual covers anti
money laundering policies (including whether higgkractivities, businesses, and foreign countries a
identified), compliance program and culture, insdrudit, external audit, training, Know Your Cusir
policies and procedures (including account opepiicies for personal accounts, business accotrotss,
clubs, societes, charities, electronic bankingiatetmediary accounts), suspicious transaction todnp,
suspicious transaction reporting, fund transfeessgnal banking and record keeping. Sample files ar
reviewed during the on-site inspection. Inspectiahke approximately one month and cover all aspafcts
banking supervision. All institutions licensed I tBank of Mauritius have received an on-site inipa
since 2005. Institutions interviewed by the misstonfirmed that the inspections undertaken by thekBof
Mauritius were thorough. This was also the impmssf the mission as a result of interviews with
representatives of the Bank.

848. Under Section 27 of the Financial Services Develapct, which was in force until during the
mission, on receipt of a complaint by the Chief &xeve of the FSC or where he had a reasonablecsoisp
that a licensee had committed, or was likely to mitna breach of any condition of his license oy dimection
issued by the FSC or where he has reasonable gusfhat a licensee has carried on, is carryingras likely
to carry out any activity which may cause seriowggyalice to the soundness and stability of thenfomel
system of Mauritius or to the reputation of Mawgtior which may threaten the integrity of the systthe
Chief Executive could make an enquiry into the bess or any part of the business. For the purpddas
inquiries, the Chief Executive could by notice resfuthe production of any documents, books or d=ctar be
inspected at all such reasonable time and pladedimg on the premises of the licensee. He cowdd ke
copies of extract from any documents, books, aondcthat have been produced and seize any docuament
material which may be relevant to the inquiry.

849. Also under Section 27 of the Financial Servicesddgwyment Act, the Commission was able to cause
to be carried out, on the business premises ofreaggament company, an inspection or audit as and whe
necessary to ensure compliance with the law, theitons of its license, and with any directionsag, rules
made, standards set, and guidelines provided bly$ia2
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850. In 2003, the FSC issued a Guide to Complianceghvbets out the approach of the FSC to on-site
inspections to management companies. The guidedeslreference to sample testing, KYC procedures
(including beneficial owners of companies), compdia culture and AML measures (including the
appointment of a compliance officer, customer atzgge, and monitoring of transactions through ¢lbamk
accounts).

851. The initial written response by the FSC to the missjuestionnaire indicated that the FSC had no
express powers to conduct on site compliance \asitthe business premises of insurance entities and
investment businesses. Nonetheless, with the agrderhlicensees, the FSC has undertaken on site
inspections on the business premises of insurammo@anies and stockbrokers. During the missionfF&@&
advised that on-site inspections to insurance coiepdave been carried out under the powers térnobta
information under Section 8 of the Insurance A@7.9Jnder this section, the FSC was able to require
relevant person to produce specified books andrpatesuch time as the FSC specified. In additioner
section 8, the FSC was able to authorize any pamsmyuire a licensee to produce specified bookispapers
at a specified time and place. To date, the F&Cchncentrated its on-site inspections to thas&sawvhere
risk was considered to be highest, namely, thestifetor. Insurance intermediaries have not yet babject to
on-site inspections but there are plans to undersakh inspections from 2008.

852. Section 43 of the new Financial Services Act 20@Ych came into force during the mission contains
explicit on-site inspection powers. The FSC mawrat time, cause to be carried on the businessipesrof a
licensee an inspection and an audit of its bookisracords to check whether the licensee is complgimhas
complied with the requirements of any applicablactment, guidelines, or the conditions of its lieen
authorization, or registration. For these purpodesChief Executive may direct the licensee or atimgr

person the Chief Executive reasonably has possessicontrol of a document or thing relevant to the
inspection to produce it. The Act goes on to diad the licensee, its officers and employees gfnadl the

Chief Executive full and free access to recordsa@hdr documents as may reasonably be requirgtidor
inspection. The implementation of these on-sitpaéation powers could not be demonstrated at the diftthe
evaluation as the law was introduced during théuetimn.

853. With the enactment of the Insurance Act 2005 araliffées Act 2005 during the evaluation, the FSC
now has express powers to undertake on-site inspsainder the insurance and securities regulatory
legislation. Section 123 of the Securities Act &adtion 95 of the Insurance Act 2005 refer.

854. The insurance team at the FSC has undertaken@msfiections on insurer compliance generally
(including AML/CFT) to 16 insurers. The first roundlinspections to insurance companies is expgotee
completed by the end of 2007. On-site inspectisasarried out by the FSC with the objectives tasgertain
compliance with relevant standards, laws and reéiguis; b) check adherence to anti-money launddawg,
regulations and codes; c) determine whether desaiinth policyholders and public are fair and traargmt; d)
provide assurance that corporate governance isisand e) evaluate financial solvency and perfocaan
Follow-up inspections are triggered by inter akeprecords, weak internal controls, and marketlooh The
Commission has advised that it has different lasldéintervention. “This depends on the extent of
noncompliance and the effect these noncompliance ba the overall business of the financial insois.
The Commission cannot revoke a license as sodrfiads weaknesses in the AML/CFT regime of a ficiah
institution. The latter is given the opportunityrmke good such deficiency and a direction undefav may
be given. If the licensee fails to abide by thel shrection, then the revocation sanction-undeldeapplies.
So far, all directions to strengthen or improve ARBET which have been given, have been complied. with
Weaknesses in the implementation of AML/CFT stadsldwave been highlighted and directions to
strengthen/improve AML/CFT have been given to iasge companies. In some instances, progress reports
were also requested. Outside the AML/CFT areajmswer has received two follow-up inspectionsause
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of general record-keeping deficiencies. An inspeatas appointed by the FSC to resolve outstandsges at
one firm although this was not in relation to AMIFC issues. Following an on-site inspection, various
regulatory weaknesses were identified at one cognpan external inspector was appointed by the ©SC
investigate the affairs of the firm. Directions wehen issued, the license subsequently suspendeaha
administrator appointed. Directions were issuedrtother insurer after on-site inspections by th€.FS
Approximately one week is spent at smaller insur@asnple files are reviewed. The FSC has advisadl|
of its recommendations arising from on-site insjpast on AML/CFT were being satisfactorily resolvad
insurers—the mission noted that one institution yetdo appoint a Money Laundering Reporting Office
notwithstanding on-site inspections over two oeéhyears by the FSC and a recommendation by theh&$C
such an officer should be appointed. At the timéhefmission, that institution was in the procefss o
establishing formal procedures to comply with thievant Code.

855. The capital markets team at the FSC has complieefirst full round of on-site inspections to the
investment sector. Two members of the team ardvadawith inspections. The team commenced in 20@4 a
has undertaken thirty-eight inspections. The evadndeam was advised that the locus for inspestigas
Section 27 of the Financial Services Developmert lsspections usually take 2—3 days although some
inspections take longer. Only one firm has intrastlbusiness. The FSC has advised that its inspaetmort
aims at ensuring that licensees are complying thighrequirements of the FIAMLA, the FIAML regulati®
and the Codes. Sample files are reviewed. The ES8Se that all of its recommendations arising framrsite
inspections on AML/CFT were satisfactorily resohmdfirms.

856. Qualified Global Business, as defined under Sedfof the FSDA and specified under the Second
Schedule of the FSDA, fell under the purview of @lebal Business Team. The list of Global Business
activities provided under the Second Schedule deunter-alia insurance, funds management, aret ass
management. Wherever a Global Business Compamgeged in insurance or acts as a CIS or as a
functionary of a CIS, the Global Business team wgointly with the Insurance and Securities Clustafrthe
FSC respectively for surveillance purposes. Six e of the team are involved with on-site inspedi
Inspections take between 2 and 5 days and appeavéo the Code for Management Companies. The FSC
advised the assessment team that all its recommienslarising from on-site inspections on AML/CFEne
satisfactorily resolved by firms.

857. For the period prior to the mission, the FSC hautéd powers to conduct on-site inspections. The
new Financial Services Act contains provisions ossibe inspections, although the timing of its acluction
means that the assessment team could not asderfémentation with the provisions.

Power for Supervisors to Compel Production of Red®i(c. 29.3 & 29.3.1):

858. Section 51 of the Bank of Mauritius Act 2004 pragdhat the bank may require any financial
institution to furnish, at such time and in suchmmar and form as may be approved by the Bank, such
information and data as the Bank may require fetoper discharge of its functions and resporitsdsl
under the banking laws. In this regard, the Banklafiritius Guidance Notes on AML/CFT are issued by
virtue of powers conferred to the Bank of MaurithysSection 50(2) of the Bank of Mauritius Act 2004
Section 100 of the Banking Act 2004, and Sectiofi)X8) of the FIAMLA.

859. Section 42 of the Banking Act 2004 contains pravrision regular examinations by the Bank of
Mauritius. The examinations may be of such scopbasentral bank deems necessary to assessehat th
financial institution is duly observing the prowss of the banking laws, guidelines, and instrudigsued by
the central bank and is in a sound financial camrlitin addition, Section 51 of the Bank of Mawr#tiAct
2004 specifies that the Bank may require any uistid to furnish, at such time and in such manmer farm
as may be approved by the Bank, such informationdata as the Bank may require for the proper diggh
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of its functions and responsibilities under thelkvag laws. The section goes on to say that the Bdink
Mauritius may examine records and other documentsttfy an institution’s compliance with any
requirement under the banking laws.

860. No court order is required for the Bank of Maustio obtain information.

861. Section 26 of the Financial Services Developmentr@guired that every person who carries on an
activity in the financial services sector must, wise required by the FSC, furnish all such infdroraand
produce such records or documents as may be dethahten by the FSC in order to ensure and monitor
compliance with the relevant Acts (laws adminisiidog the FSC - these include the insurance andisesu
legislation) or with any regulations, directiongles, codes, or guidance notes made or to carrgsogéneral
statutory powers of supervision. The FSC has ad\isat the Codes on AML/CFT fell under Section BBis
power has been used by the FSC to obtain informaéiating to AML/CFT for management companies. The
Financial Services Act 2007, which was introducadrd) the mission, contains powers to obtain infation

in Section 42. Under this section, every licenges! $urnish to the FSC all such information anddarce such
records at such time and such place as may bereelquii him by the Chief Executive.

862. The FSC's powers to compel production of or to imbtacess for supervisory purposes are not
predicated on the need to require a court order.

Powers of Enforcement & Sanction (c. 29.4):

863. The powers of enforcement and sanction availableeédBank of Mauritius are discussed in Criterion
17.1. In summary, the sanctions available for brea®f the Guidance Notes are criminal penaltied the
ability of the Bank of Mauritius to issue condit®an licenses, to revoke licenses, to issue ceabdesist
orders, and to suspend licensee officers of adllefrom office.

864. The Bank of Mauritius has issued sanctions duttegast three years, at least in part for poor
AML/CFT measures. Sections 11(e) and 16 of the Baykict have been used to revoke a cash dealer’s
license. Section 10(1) of the Act has been useghply a condition suspending the license of & dasler.
Section 45(2) has been used to require a managiegiat of a bank to leave his post.

865. The powers of enforcement and sanction availablked-SC are discussed in Criterion 17.1. In
summary, until the enactment of the new Finanota/i8es Act during the evaluation, the FSC hadnétdid
range of sanctions in respect of AML/CFT. Sanctimese principally limited to the issue of directtoand the
revocation of licenses under the Financial Servizegelopment Act 2001 to deal with natural or lggaisons
covered by the FATF Recommendations that fail togy with national AML/CFT requirements.

Availability of Effective, Proportionate & Dissuage Sanctions (c. 17.1):

866. Under section 11 of the Financial Intelligence amti-Money Laundering Regulations 2003, any
person who contravenes the regulations commitgfanse and on conviction is liable to a fine notexding
100,000 rupees and to imprisonment for a term xoéeding two years.

867. The Guidance Notes on AML/CFT have been issuethém€ial institutions by the Bank of Mauritius
by virtue of powers conferred upon it by SectioiZ®f the Bank of Mauritius Act 2004, Section 1éfGhe
Banking Act 2004, and Section 18(1)(a) of the Faialnntelligence and Anti-Money Laundering Act 200

868. Under Section 100(4) of the Banking Act, a persohriach of the Guidance Notes issued by the
Central bank of Mauritius shall, on conviction,llzble to a fine not exceeding 100,000 rupees and t
imprisonment for a term not exceeding two yeardadrSection 50(5) of the Bank of Mauritius Act 2084
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person in breach of the Guidance Notes shall, oniction, be liable to a fine not exceeding 500,000ees
and to imprisonment for a term not exceeding figarg. Under Section 44 of the Interpretation anceGs
Clauses Act, where an offense is committed by & loodporate, every person who, at the time of the
commission of the offense, was concerned in theagement of the body corporate or was purportiregton
that capacity, also commits the like offense unkesgroves that the offense was committed withaut h
knowledge or consent and that he took all reaserstbps to prevent the commission of the offense.

869. Under Section 18(2) of the FIAMLA, where it appetrshe Bank of Mauritius that any financial
institution subject to its supervision has faileccomply with any requirement imposed by the Acaoy
regulations applicable to that financial institutiand that the failure is caused by a negligenbaotmission or
by a serious defect in the implementation of arghsequirement, the Bank of Mauritius, in the aloseof any
reasonable excuse, may proceed against regulati#dtions. In the case of a bank, the Bank mag tadtion
against it under Sections 11 and 17 of the Bankictg004 on the ground that it is carrying on basmin a
manner which is contrary to the interest of theljguln the case of a cash dealer or a persondeeno carry
on deposit-taking business, the Bank may proceaihsigt under sections 16 and 17 of the Banking2804
on the ground that he is carrying on businessntaaner which is contrary to the interest of thelijgub

870. Section 11 of the Banking Act allows the Bank ofuvltius to revoke a banking license where any
provision of the banking laws has been contraveBedtion 11 also makes provision for the centraklia
revoke a banking license where a bank has beernated\by a court in Mauritius, a court of the
Commonwealth or a court of such other countriemag be prescribed, of an offense under any enat¢tmen
relating to anti-money laundering or preventioniasforism or the use, laundering in any manneproteeds
or funding of terrorist activities or other illegattivities or is the affiliate or subsidiary orpat company of a
financial institution which has so been convicteabvided the conviction is a final conviction.

871. Section 17 allows the Bank of Mauritius in caseargiency and in the public interest to amend, vary,
or revoke any condition attached to a license @oise a condition on a license, or revoke a licefsetion 16
allows the Bank of Mauritius to apply section 1ké&sh dealers with such modifications and adaptatiomay
be necessary in respect of cash dealers.

872. Section 10 of the Banking Act provides the Banl@iuritius with the ability to impose new
conditions on a bank license or to amend, vargaocel any condition.

873. Section 45(2) of the Act states that where an ematiain or special recommendation or other
information at its disposal shows that the finahicigtitution concerned, or any of its directorssenior
officers or employees or agents, have engagedsafaror unsound practices in conducting businetseof
institution in a manner detrimental to the intesesdtthe depositors, or have knowingly or negligent
permitted any of its directors or senior officereemployees or agents to violate any provisionthefbanking
laws or any enactment relating to anti-money laundeor prevention of terrorism and the regulatiomede,
or guidelines or instructions issued by the cerdaalk to which the institution is subject, or tlemtral bank
has reasonable cause to believe that such viotasimabout to occur, the central bank may takeifsg
action. It may issue a cease and desist orderdbatres the financial institution and its direstagenior
officers and employees or shareholders holdingmifsiant interest to cease and desist from thivastand
violations specified. The central bank may alsanexjaffirmative action to correct the conditioesulting
from any such actions and violations. In additite, Bank of Mauritius may issue an order to tharitial
institution to suspend from office any directorsenior officer or employee who has engaged in,lw is
otherwise responsible for, the actions and viofetio
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874. Section 45(1)(e) (ii) allows the central bank teduire a financial institution forthwith to takecsu
steps as may appear to the central bank to rerhedsituation.” In addition, the central bank mag G&ction
45 to impose or vary conditions attaching to aritial institution’s license or to appoint a persoradvise the
financial institution in the proper conduct of ltgsiness.

875. In summary, the sanctions available for breachéseoGuidance Notes are criminal penalties, and the
ability of the Bank of Mauritius to issue and vagnditions on licenses, to revoke licenses, toeigsmase and
desist orders, to suspend licensee officers déadlls from office, to require an institution tdéathe necessary
steps to remedy a situation, and to appoint arsadwt the cost of the institution. Certain cormaiis and the
appointment of advisors at the cost of the institutan have the effect of fines.

876. The Bank of Mauritius has issued sanctions duttegast three years, at least in part, for poor
AML/CFT measures. Sections 11(e) and 16 of the Baykict have been used to revoke a cash dealer’s
license. Section 10(1) of the Act has been useghpdy a condition suspending the license of a dastter.
Section 45(2) has been used to require a managiegiat of a bank to leave his post.

877. The creation of offenses in the Bank of Mauritiug 2004 and the Banking Act 2004 in respect of a
failure by any person to comply with the AML/CFT i@ance Notes issued by the Bank of Mauritius igy v
strong power. The Bank of Mauritius would be regdito refer such matters to the police. As a white,
administrative powers available for sanctions ammbéo the mission to be effective, proportionatd a
dissuasive.

878. The criminal penalties in the Financial Intelligerand Anti-Money Laundering Regulations 2003 also
apply to institutions licensed by the FSC.

879. Under Section 18(3) of the FIAMLA where it appetrshe FSC that a financial institution has
refrained from or negligently failed to comply widimy requirement of FIAMLA or the underlying regidas,
the FSC may proceed against the institution undeti& 7 of the Financial Services Development 2G121
(replaced by the Financial Services Act duringetaluation).

880. Under Section 7 of the Financial Services Develamet 2001, which was repealed by the Financial
Services Act 2007, the FSC had the ability to ptevguidelines and give directions to a licensezbserve
any guideline or code of practice. Section 15 aflduhe FSC to give such directions as were negeksar
administrative matters relating to the conductudibess in the financial services sector and reduany
person to whom a direction had been given to comyly the direction. The section also allowed tI8CRo
issue codes for the proper guidance of serviceigeos in the financial services sector and requénag person
to whom a code had been issued to comply with ¢lde.cSection 43 of the Financial Services Develogme
Act provides that it is an offense for any licensmepresent or former director of a licensee, simgreholder
who holds more than 50 percent of the voting rights licensee or any employee of a licensee wit®tta
comply with any requirement imposed by or underAbg or a direction, or requirement issued unterAct.
On conviction, a person is liable to a fine noteeding 500,000 rupees and to imprisonment forma tert
exceeding five years. Section 7 of the Act alsa@ioed a power to revoke a license where the FSC wa
satisfied that a licensee was carrying out itsri®ss in a manner which threatened the integriti@financial
system of Mauritius or was contrary or detrimetdahe interest of the public.

881. Under Section 7 of the Financial Services Act 2Q@Tich came into force during the mission, the
FSC may give directions to ensure compliance wittlevant Act or guideline (guidelines include Ce)dén
order to enable it to effectively discharge itsdtions, the FSC may also impose a private warranmblic
censure, disqualify a licensee from holding a lggear a license of a specified kind for a specifiedod; in
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the case of an officer of a licensee, disqualify dfficer from a specified office or position ilieensee for a
specified period; impose an administrative penaltyrevoke a license.

882. The Securities Act 2005 and the Insurance Act 2086 came into force during the evaluation. Under
Section 38 of the Securities Act, the FSC may isslieense subject to such terms and conditioriscezms
fit (although there seems to be no power to issuendition after a license has been issued). Sedo
permits the Chief Executive to revoke a licensernelzelicensee is not complying or is likely nottamply
with the conditions on its license. Section 44 pgestie FSC to suspend licenses where the ChigflEixe is
satisfied on reasonable grounds that it is necgssal urgent to do so to prevent or mitigate danadke
integrity of the securities market or clients @klinsees. Section 46 requires the FSC to make sispen
public. Under section 12 of the Insurance Act,FlS€ may issue such conditions, restrictions, anidtions
as it deems fit and vary any conditions it hasagsibection 112 provides that, where it appeatisahief
Executive of the FSC that any condition has beernravened, or that the licensee or any of its ¢tmscor
officers responsible for its management has beewicied relating to financial crime under any enaant in
Mauritius or elsewhere, the license may be revokée. Insurance Act 1987, which has been replacatdey
Insurance Act 2005, allowed the registration ofresurer to be cancelled if any director or managas not a
fit and proper person to hold the position in gicest

883. The Financial Services Development Act 2001 coethiimited powers of sanction for poor
AML/CFT standards, namely, the power to issue tiimas and the power to revoke a license. After the
evaluation, the FSC provided the mission with exaspf directions it had issued to insurance corgsain
respect of poor AML/CFT standards. Measures attrgatirections included:

No replacement of MLRO;

Unawareness of the existence and duties of the MbR&aff;

No proper training given to staff on AML/CFT,;

No proper keeping of transactional records;

No proper customer due diligence procedure; and

No internal reporting procedures to facilitate néjng of suspicious transactions.

884. The capital markets cluster of the FSC has noeslirections for AML/CFT breaches but has issued
one direction in connection with the nonfiling ofegister of interests of a relevant person workmg
stockbroking company. The FSC has advised thatdees to whom directions have been issued responded
promptly to the FSC’s concerns by taking remedttiba. The FSC has also advised that it takeskebased
approach in selecting which breach to pursue arefudly consider what course of action would be
appropriate. The FSC considers the impact thatethecation of a license may have on a licenseesfmbss,

its customers and the entire financial sector.

885. Directions have been issued in respect of AML/CFdabhes. Outside the area of AML/CFT,
following an on-site inspection, various regulatargaknesses were identified in one insurer. Anraate
inspector was appointed by the FSC to investidgaeaffairs of that firm. Directions were then is$te the
firm. The license was subsequently suspended aadmaimistrator appointed. In relation to anothanfithe
FSC undertook subsequent on-site inspections aadtidins were issued. It was apparent to the midsam
discussions with FSC executives at the time oktlauation that some executives of the FSC fettttiey
would have had difficulties in applying sanctions lbreaches of the Codes due to a possible laldgaf
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authority. Therefore, there was a reluctance tdyaggnctions except where there had been a court
determination of a case or the licensee in quesipgmoached the FSC with a concern about their own
operations. During the evaluation, the mission edbat one institution had yet to appoint a Money
Laundering Reporting Officer notwithstanding oresiispections over two or three years by the FSCaan
recommendation by the FSC that such an officerlshoeiappointed. At the time of the mission, tlahe
firm was in the process of establishing formal pahares to comply with the relevant Code. Anothstitution
requested by the mission to explain how it wouldiselthe FSC how it complied with the relevant Ctalend
it difficult to do so. These implementation issaes perhaps other situations where sanctions ¢@d been
used and suggest that as a whole, the sanctians\rark of the FSC at the time of the mission watsstrong,
proportionate, and dissuasive. In March 2008, th€'E Chief Executive indicated to the mission tatvas
of the view that the FSC had the regulatory powatthe time of the onsite mission to impose sanstio

886. The effectiveness of the greater sanctions availmbihe Financial Services Act 2007, while
proportionate and dissuasive, could not be asoedaat the time of the evaluation.

Designation of Authority to Impose Sanctions (c..2J.

887. Under Section 18 of the FIAMLA, the Bank of Mawngiis responsible for issuing guidance to the
financial institutions subject to its supervisidiime Bank of Mauritius is also responsible for sufsng and
enforcing compliance by regulated institutions wifite Guidance Notes it has issued. As outlined apitne
central bank has powers of sanction in respecbntompliance with the Guidance Notes. Section 18ef
FIAMLA also provides that the Bank of Mauritius cage the powers of Sections 11 and 17 of the Bgnkin
Act 2004 in respect of banks and Sections 16 anaf #7at Act in respect of cash dealers who faitamply
with FIAMLA or the underlying regulations.

888. Under Section 18 of the FIAMLA the FSC is respolesior issuing guidance to the financial
institutions subject to its supervision. The FS@l& responsible for supervising and enforcingpa@nce by
regulated institutions with the Codes it has iss@sttion 18 of the FIAMLA also provides that theG-can
use the powers of Section 7 of the Financial Sesvisct and, prior to the evaluation, Section 7hefEinancial
Services Development Act 2001 in respect of finalncistitutions who fail to comply with FIAMLA orthte
underlying regulations.

Ability to Sanction Directors and Senior Managemeat Financial Institutions (c. 17.3):

889. Under section 44 of the Interpretation and Gen€lalises Act, where an offense is committed by a
body corporate, every person who, at the time ectmmission of the offense, was concerned in the
management of the body corporate or was purportiragt in that capacity, also commits the like néfe
unless he proves that the offense was committdtbwithis knowledge or consent and that he took all
reasonable steps to prevent the commission offfeese.

890. With regard to administrative penalties, the mainaities available to the Bank of Mauritius are
conditions in respect of individuals which can pglaed to the licenses of regulated institutiondemSection
10(1) of the Banking Act 2004, such steps as thekBd Mauritius may require an institution to takeder
Section 45(2) of the Act if any director, senioficdr or employee is found to be not a fit and @moperson,
the power under Section 45(2) of the Act to issueraer to an institution to suspend from officg director,
senior officer, or employee who has engaged itheen responsible for, specified actions or viotatiand the
power under Section 45(1)(e)(ii) to require a ficiahinstitution forthwith to take such steps asyrappear to
the Bank of Mauritius to be necessary to remedjuatson. The suspension power can be used where an
examination or special recommendation or otherimédgion at the disposal of the Bank of Mauritiuswh
that any of the directors or senior officers or &ypes or agents of an institution have engageshgafe or
unsound practices in conducting business of théutien in a manner detrimental to the interedtthe
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depositors, or have knowingly or negligently petedtany of its directors or senior officers or eoygles or
agents to violate any provisions of the bankingslawany enactment relating to anti-money laundeoin
prevention of terrorism and the regulations madeuidelines or instructions issued by the cerieaik to
which the institution is subject, or the centrahbas reasonable cause to believe that such iciatahre
about to occur. These are strong powers—some afhwdre also indirect.

891. Section 44 of the Interpretation and General Cladsg also applies to criminal offenses committed
by individuals employed by financial institutioregulated by the FSC. Pursuant to its disciplinamyeqrs
under Section 7 of the Financial Services Develagmet 2001, up to the time of the mission the A&@ the
ability to issue directions requiring individuatsabserve the Codes— failure to meet a directioa bgensee,
or a director or employee of a licensee, is annsieunder Section 43 of the Act. The maximum pegroadt
conviction is a fine not exceeding 500,000 rupewsimprisonment of up to five years. The Finan8etvices
Act 2007, which replaced the Financial Servicesddgyment Act, contains a broad range of sanctions i
respect of individuals. With respect to any penstio is a present or past officer, partner, shadsrobr
controller of a licensee, the FSC may issue a m@iwaarning, issue a public censure, disqualify flicar from

a specified office or position in a licensee fapecified period or impose an administrative pgnalt

Range of Sanctions — Scope and Proportionality 1€.4):

892. The range of criminal and administrative sanctismdescribed above. The mission considers that the
range of sanctions is relatively broad. Direct ficial sanctions are not available but the impasiab

conditions and the ability to appoint advisorshat ¢ost of firms can have the effect of imposimguficial
sanctions. Financial sanctions, are therefore)ablai It appeared to the mission that the BanWafiritius

had some doubt as to whether the palette of avait@mctions as a whole was sufficiently broadafbof the
different parts of the financial system in Maustiunder its regulatory responsibility.

893. The range of criminal and administrative sanctigrdescribed above. The powers of the FSC, until
the introduction of new legislation during the exatlon, were limited to narrow powers. The asseasteam
considers that the range of sanctions was not kandgroportionate to the severity of a situatiins has
now been remedied by the introduction of the Firer®ervices Act during the mission.

Adequacy of Resources for Competent Authorities3@.1):

894. The Bank of Mauritius was established in 1967 uriderBank of Mauritius Act 1966. The Bank now
operates under the Bank of Mauritius Act 2004 dredBanking Act 2004. The basic objectives of thakiag
Act 2004 are to maintain a sound banking systeManritius and to protect the interests of depositdhe
Bank of Mauritius regulates banks, nonbank depagitig institutions and cash dealers under the Huog.
Bank comprises 249 staff, including the governat &avo deputy governors. The Bank has embarked on a
revision to its organizational structure and isuéog 10 additional staff members for the Banking
Supervision Department in order to replace stafb Wave left over time. The Banking Supervision
Department, which is responsible for supervisimgficial institutions falling under the Bank’s reajolry
responsibilities, employs 31 full-time members tafffs The Bank will shortly be moving to new preess
Information technology appeared to be satisfacteegs are received from licensees. Under Sectiaf tt@
Bank of Mauritius Act 2004, the stated capitalted Bank must be one billion rupees. Section 3(3heBank
of Mauritius Act 2004 provides that the Bank shiallthe pursuit of its objects, perform its funckso
independently. Staff are required to take an oatioofidentiality under Section 26 of the Bank oaiitius
Act 2004. It is an offense to breach the oath.

895. The FSC was set up under the Financial Serviceglbpment Act 2001 and is administered and
managed by a board. The chairperson is appointddeblrime Minister while the vice-chairperson atiuer
members are appointed by the Ministry of Finande flew Financial Services act seeks to enhanagmtat
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independence—Section 3 provides that subject tadbethe FSC shall, in the pursuit of its objegisfform
its functions independently. The Board members rhastuitably qualified and experienced in the figld
business, finance, or law. Every member is appdifgea period of three years and is eligible for
reappointment (Section 4 of the Financial Servigeselopment Act and Section 4 of the new Financial
Services Act refer). The Commission is headed Ghiaf Executive and supported by a Deputy Chief
Executive. There are 4 directorates, namely, Liognsurveillance, Policy and Research, and Cotpora
Services. Each directorate is organized sector-ansein clusters (teams). The licensing Directoisatesaded
by a Director. Each cluster (team) is headed bypardinator, who is of senior management level. €lzee
133 staff in all. The insurance team has thirteéaff,sncluding two examiners who have recentlyrbee
recruited. In addition, a high-profile adviser oisuirance matters joined the FSC in September 200Hief
examiner is joining the insurance team in Octol72 The investment team has seven staff andtigitiag
an examiner with expertise in mutual funds. AML/CiEEponsibilities are assumed both at licensing
(Licensing Directorate) and post-licensing stagig\eillance Directorate). The global business teansists
of 31 staff (out of which 18 in Licensing Directtgaand 13 in Surveillance Directorate) and is rasiie for
management companies, and global insurance andlghaestment institutions. Each of the teams comdd
that they have sufficient staff to undertake tAL/CFT responsibilities. Premises and information
technology appeared to be adequate. The main soofcevenue are derived from processing annusthdies,
registrations, and brokerage fees (a small pergerdheach stock broker’'s commission for transastis paid
to the FSC. At the time of joining the FSC, stadf/a been required under Section 33 of the FinaBaalices
Development Act to swear an oath of confidentiaditghe Supreme Court of Mauritius.

Integrity of Competent Authorities (c. 30.2):

896. Staff integrity is covered by the terms and cowndisi of service existing at the Bank of Mauritiugaf
are generally experienced and possess professjoalifications. Training is provided routinely teek to
ensure that staff skills are enhanced. The missimicluded that the executives responsible for anki
supervision were particularly organized, thoroumyind professional.

897. Staff must comply with a Code of Conduct. The Cofl€onduct requires every employee to uphold
the core values of the FSC by demonstrating higle@&tstandards and maintaining a highly-profesalion
attitude and conduct when carrying out his/heredugind responsibilities. They are also requiresigio a
declaration of interests. Training is routinely yided to seek to ensure that staff skills are eabdn

Training for Competent Authorities (c. 30.3):

898. All the staff of the Banking Supervision Departmbate received training on AML/CFT. All staff are
required to undertake the Financial Stability lngé&’'s computer based training. External agenaieh as the
FIU and ICAC have also provided training. An averaf six persons are provided with training on AKGET
annually at external events.

899. Since the autumn of 2002, 22 staff of the FSC ladtended courses on AML/CFT all over the world.
These courses have included FATF meetings and aesrilosted by the Financial Stability Institute &mel
International Association of Insurance Supervis@ns two occasions, representatives have made patiesms
(an IAIS/FSI seminar in 2005 and a South Africditase for Security Studies seminar in 2005). A rbemof
the FSC's legal department has also trained FSCostahe AML/CFT Codes.

Statistics (applying R.32):

900. Criterion 32(d) requires statistics on mattersvaie to be maintained by supervisors on matters
relevant to the effectiveness and efficiency otays for combating money laundering on a relevasish
The statistics to be maintained include on-sitear@rations conducted by supervisors relating taoluiding
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AML/CFT and any sanctions applied. They should atstude formal requests for assistance made aived
by supervisors relating to or including AML/CFTclading whether the request was granted or refused.

901. Since 2005, the Bank of Mauritius has carried @ibid-site inspections to banks, 2 on-site inspastio
to money changers, and 5 on-site inspections ®dgonrexchange dealers. [The Bank is to revert asirg
companies.] The Bank of Mauritius has applied tlsaections, at least in part, based on poor AML/CFT
standards—these sanctions were applied in 2005q&ses) and 2006(one case). No formal requests for
assistance received or made by the Bank of Maaniglated to or included AML/CFT.

902. The FSC has carried out the following number oSii@-inspections:

Table 24. Number of licensees as of September 28,2 007

e Licensed * Inspections
Category Population conducted Remarks
e Insurers e Population includes 18
active insurers, 3 in
« 23 e 16 process of liquidation, 1
as runoff and | foreign
underwriter
e Insurance .
brokers 19
e Insurance .
Agents 140
* Insurance . 1767 . .
Salesman
»  Stockbroking e 4 0n asecond cycle of
companies inspection. The first cycle
« 13 e 15 : . :
of inspection started in
July 2004
e  Stockbrokers e 24 . .
e Dealer’s .
. L] 1 L]
representative
e Credit finance e 2 . .
. Cust_od|al - - .
services
* Asset/Fund . 1n . 15 .
Managers
e Distributors of .
financial e 7 e 3
products
. Invgstment . 5 A .
advisers
e Administrator .
& Registrar « 3 e 1
Agent
e Factoring e 4 e 1 .
e Treasury . 5 — .
management
e Leasing « 10 . .
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companies
» Hire purchase e 1 . .
e Global . : . .
Insurance

903. No sanctions in respect of AML/CFT measures havwédaen applied by the FSC. Since August, 2004
the FSC has received 137 requests for informatimm bverseas agencies in all, of which some weo®to

with AML/CFT. Requested information was not provdda 12 cases for reasons which appeared satisfacto
to the mission. For example, the request should baen directed instead to the criminal justicb@uties in
Mauritius. In the same period, there were 149 loequests for assistance from other competent atigso in
respect of which information could not be providied 7 cases. The reasons for this appeared to be
satisfactory. Fifty-four requests for informatioave been made overseas by the FSC since August 24

22 agencies not responding. Eighty-seven requestsfbrmation were made locally, with responsethest

time not being received on 15 occasions.

3.10.2 Recommendations and Comments

904. The Bank of Mauritius and the FSC have been detdras supervisory authorities responsible for
supervising and ensuring compliance by financistitations with the FIAMLA, the underlying regulatis,
and the Guidance Notes/Codes they have issued.

905. Powers of sanction are available to the Bank offiias and to the FSC. Powers of sanction have
been exercised by the Bank of Mauritius againshlsees, at least in part because of poor AML/CFT
standards. It is apparent from the strong crimamal administrative sanctions available for noncdéamgke
with the AML/CFT Guidance Notes issued by the Bahkauritius that the Bank considers that strong
measures should be available to deal with poor ABRT measures by institutions and individuals. The
administrative sanctions available as a whole @momg, proportionate and dissuasive. In additiba, t
criminalization of breaches of the Guidance Notesuns that even comparatively minor breaches shosuld
reported to the law enforcement authorities forsoderation. The FSC’s powers of sanction were cmably
enhanced during the evaluation. However, the implgation of these new powers could not be assessed
part of the assessment. Until the enactment oféeFinancial Services Act during the evaluatibe, ESC
had a limited range of sanctions in respect of ABET, namely, directions and the revocation of Ise= It
was apparent to the mission from discussions W88 Executives that during the evaluation the exezsit
felt it would have had difficulties in applying saions for breaches of the Codes in terms of lemals. After
the evaluation, information on directions which leen applied by the FSC was provided to the rmis$m
March 2008, the FSC'’s Chief Executive indicateth®mission that he was of the view that the FS€tha
regulatory powers at the time of the onsite mis$mimpose sanctions. The mission found that some
institutions subject to supervision by the FSC saaind AML/CFT measures in place. However, in otzses
such measures were not in place. This, and thewaenge of sanctions powers, suggest that it vwasmtil
the mission itself and the new Financial Services@ame into force that the sanctions powers cbeald
considered to be strong, effective, and proportena

906. On-site inspections have been carried out by b@Bank of Mauritius and the FSC. The Bank of
Mauritius has inspected all of the institutionsvdrich it is responsible, while the FSC has inspeet
significant number of the institutions for whichstresponsible. The inspections undertaken byt of
Mauritius appear to be comprehensive—a detailedegielps to structure the inspections.

907. The FIAMLA framework, the banking legislation adnsitered by the Bank of Mauritius, and the
Bank’'s Guidance Notes on AML/CFT apply to persorm/jaling a money transfer service and a money or
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currency changing service. Such persons are dubjeo-site inspections and sanctions have begieapto
such businesses. However, the mission considerthehgegislation should explicitly cover persomevpding
a money or value transfer service.

908. In addition to the foregoing, the reach of the Miaus AML/CFT framework even with the enhanced
new legislation brought into force during the misscovers most but not all financial institutiorefided by
the FATF. Also, the FSC should be able to objectawtrollers, shareholders, directors, and senior
management before they occupy such positions rétearhaving to react after the event.

909. Itis recommended that:

The FSC should maintain awareness of the legaklmusanctions and the wider powers of sanctiailaivie
to the FSC under the new Financial Services Actilshioe used to demonstrate the enforceability of
the Codes and that the powers are strong, propatépand effective;

The Bank of Mauritius should consider whetherrigsmge of sanctions is sufficiently broad and, iessary,
add to them or change existing sanctions, in aaleomplete its array of sanctions in the contéxt o
the local business environment;

The FSC should enforce the new Financial ServiadsaAd the insurance and securities legislation, in
particular, the enhanced provisions on fithessmogriety and be able to object to controllers,
shareholders, directors, and senior managers beftdrer than after the event;

Persons providing value transfer services shoulitbased or registered and subject to effectiatesys for
monitoring and ensuring compliance with the natisaquirements to combat ML and FT;

The types of financial institution in the FATF dsfion not covered by the FIAMLA, underlying regtitms
and Codes, such as lenders and financial leastiguitions, should be brought into the frameworll an
subject to law, regulation, and other enforceal#ams as appropriate;

The FSC should continue with its on-site inspecfioogram, using the improved provisions for insypes in
the new Financial Services Act;

The FSC should use more detailed inspection gujdestionnaires in order to help structure the icspes
and to comprehensively implement the frameworklihiisters;

The Bank of Mauritius should continue with its @an recruit more staff and the FSC should consider
whether more staff and additional training are seagy in order to administer the Financial Services
Act appropriately;

The Stock Exchange of Mauritius should continudnit# plans to continue investigatory capacity g#relFSC
should seek to ensure that this capacity is ingptheing its monitoring of the exchange; and.

The two supervisory bodies should maintain stagstbutinely on on-site inspections, sanctionsfandal
requests for assistance.

3.10.3 Compliance with Recommendations 17, 23, 25 & 29

Rating Summary of factors relevant to s.3.10 underlying overall rating

R.17 LC Breaches of the FSC’s Codes have been subject, until mid way through the
assessment, to a narrow range of sanctions (directions and
revocations). There were some implementation issues at financial
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institutions visited by the mission. Until mid way through the mission, the

whole the sanctions framework in respect of the Codes is not effective,

proportionate and dissuasive, and they are not broad and proportionate
to the severity of a situation; the new framework which came into effect

mid way through the mission, could not be judged for effectiveness.

R.23 PC Insurance intermediaries have not been subject to on-site inspections sanction
available to the FSC and the lack of application of these powers means
that the nonbanking/cash dealer framework is not effectively
implemented;

Providers of money transfer services and money or currency changing services
are licensed and subject to on-site inspections but the provisions are not
explicit and the legal framework does not include providers of value
transfer services;

Some types of financial activity covered in the FATF definition, such as lending
and financial leasing business, are not covered in the AML/CFT
framework by law, regulation or other enforceable means, while other
institutions are not subject to either AML/CFT or regulatory oversight
(such as credit cooperatives).

R.25 LC Section-specific rating would be: C

R.29 PC The Bank of Mauritius has powers to monitor and ensure compliance but the
on-site inspection and sanctions powers available to the FSC were
narrow until part way through the onsite visit;

The FSC did not have adequate powers of enforcement and sanction until part
way through the onsite visit; the new framework which came into effect
mid way through the mission, could not be judged for effectiveness.

Not all financial institutions are regulated for AML/CFT purposes and subject to
onsite inspections

R.30 LC Once the Bank of Mauritius has completed its current restructuring, its staff

complement will be complete.

3.11 Money or value transfer services (SR.VI)

3.11.1 Description and Analysis (summary)

Designation of Registration or Licensing Authoritfc. VI.1):

910. The Banking Act 2004 provides the Bank of Mauritiugh regulatory powers in respect of financial
institutions, the definition of which includes abgnk, non-deposit taking institution or cash delidensed by
the central bank. The definition of banking bustiesthe Banking Act means:
® the business of accepting sums of money, éfdnm of deposits or other funds, whether or not
such deposits or funds involve the issue of sdearir other obligations howsoever described,
withdrawable or repayable on demand or after afpxeriod or after notice;

(i) the use of such deposits or funds, eithexrole or in part, for loans, advances or investisient
on the own account and at the risk of the persatyiog on such business; and

(iii) includes such services as are incidental aeckssary to banking.

911. Cash dealer means any institution licensed by ¢h&ral bank to carry on the business of foreign
exchange dealer or money changer.
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912. Special Recommendation VI applies to natural agdllpersons that perform money or value services
(MVT service operators). The FATF definition of naynor value transfer service refers to a finamsgavice
that accepts cash, other monetary instrumentgher stores of value in one location and pays eesponding
sum in cash or other form to a beneficiary in aaptbcation by means of a communication, messagesfer,

or through a clearing network to which the moneyisfer service belongs. The FATF definition ad@s such
services may be provided by persons formally thinaing regulated financial system or informally tngb
nonbank financial institutions or other businestties or any mechanism either through the regdlétencial
system or through a network outside the regulagstem. The Mauritius authorities consider thabéthe
services covered by Special Recommendation Vlavered by the definition of banking business as the
transfer of money or value is encapsulated in bapkiusiness. The Bank of Mauritius has successfisihd its
interpretation of the Banking Act to license wirartsfer service providers in Mauritius and to carndin-site
inspections. Nevertheless, the mission has contleanhshe absence of an explicit and clear prorisionging
wire transfer providers into the Mauritius AML/CRBmework means that the interpretation of the bank
legislation and the successful resolution of argllehge to the application of the banking legislatithe
AML/CFT legislation, and the Guidance Notes on ARBET issued by the central bank may be problematic.

913. The mission also has concerns that the Bankinglées not cover all of the money and value transfer
services referred to in the Special Recommenddtiarticularly value transfer service providers)ring the
assessment, the mission was provided with aneceldtéénce that informal operators were in business.

Application of FATF Recommendations (applying R.4:113-15 & 21-23, & SRI-IX)(c. VI.2):

914. The Guidance Notes on AML/CFT issued by the Banklatiritius cover all licensed MVT service
operators included in the banking and cash deat#oss. Criterion V1.2 requires countries to enghe all
MVT service operators are subject to the applicB&F Forty Recommendations (in particular
Recommendations 4-11, 13-15, and 21-23) and Spgeemdmmendations (in particular SR.VII). In this
regard, the comments at Criteria VI.1 are relevaisp not all of the applicable FATF Recommendatiare
wholly satisfied. In addition, as outlined abovee tnission is concerned that the application obtnaking
legislation and the Guidance Notes to money sepiogiders will not satisfy a challenge against tha
application.

Monitoring of Value Transfer Service Operators (¥1.3):

915. MVT service operators which are banks are subgetiié on-site inspection powers of the Bank of
Mauritius under Sections 42 and 43 of the Bankiot2004. Under these Sections the Bank of Mauriius
required to perform regular examinations of therapens and affairs of every financial institutianleast
once every two years. Special examinations cambertaken where the Bank of Mauritius considers it
necessary or expedient in order to determine whétleebanking laws or any enactment relating tomonhey
laundering or prevention of terrorism or guidelimesnstructions issued by the central bank areptea with.
The Bank of Mauritius has undertaken AML/CFT oresitspections in respect of the MVT service opearato
activities of all of the banks and cash dealeopérates.

List of Agents (c. VI.4):

916. All agents of banks and cash dealers carrying chitiies in Mauritius covered by the Banking Act
2004 require a license from the Bank of Mauritinsler the Act. All persons based outside Mauritius
providing wire transfer services in Mauritius aegjuired to provide the Bank of Mauritius with a gay its
agreement with the local service provider(s) wieity agents. The agreement is reviewed by the .Bamk
this extent, licensed MVT service operators maingalist of agents which must be made availabteedBank
of Mauritius. There is no requirement on the agemnhaintain a list of its subagents.
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Sanctions (applying c. 17.1-17.4 in R.17)(c. VL.5):

917. The sanctions available in the FIAMLA, the Finahdmelligence and Anti-Money Laundering
Regulations 2003, the Banking Act 2004, and thekBdrMauritius Act as described in the discussion f
Recommendation 17 are available for money senpegators which are banks and cash dealers. Strong
criminal and administrative powers can be usetipaljh as indicated above, the mission has conebog
the ability to successfully meet any challengehwmdpplication of the banking legislation to MVT\see
operators.

Additional Element — Applying Best Practices Pager SR VI (c. VI.6):
918. The best practices paper can be met once valugfdraservice providers are explicitly brought itite
banking legislation.

3.11.2 Recommendations and Comments

919. Banks and cash dealers which carry out money &assfvices are regulated by the Bank of Mauritius
and have been subject to on-site inspections. fEmeeiwork for such institutions appears to be imgleted by
these institutions, although the legislation isrofechallenge. There is anecdotal evidence tHaeusansfer
services are available in Mauritius. The bankirgidation administered by the Bank of Mauritius sloet

cover such services. It is recommended that:

The banking legislation should be amended to irelmdney and value service providers;
MVT service operators should be required by enfalnteemeans to maintain a list of agents;

The Guidance Notes on AML/CFT issued by the Bankaftiritius should be enhanced in the manner
suggested in section 3 of this report;

The recommendation on the sanctions framework rewamded in respect of Recommendation 17 should be
undertaken.

3.11.3 Compliance with Special Recommendation VI

Rating Summary of factors underlying rating

SR.VI | NC Banks and cash dealers are regulated by the Bank of Mauritius and subject to
on-site inspections but the legal provisions covering money transfer
services are not explicit and the legislation does not cover value transfer
service providers:

The Bank of Mauritius Guidance Notes require some enhancements;

The sanctions framework needs to unambiguously apply to MVT service
operators.

4  PREVENTIVE MEASURES—DESIGNATED NON-FINANCIAL BUSINESSES ANDPROFESSIONS

4.1 Customer due diligence and record-keeping (R.12)
(applying R.5, 6, and 8 to 11)

4.1.1 Description and Analysis:

Legal Framework:
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Coverage of DNFBPs

920. FIAMLA S3(2) places a broad obligation on membdra thank, financial institution, cash dealer or
relevant profession or occupatiofi.A business in these categories commits an offéiiise

“fails to take such measures as are reasonablss@geto ensure that neither it nor any serviceretf
by it, is capable of being used to commit or fé@ié the commission of a money laundering offense”

921. FIAMLA S5 prohibits payments in cash above 500,0@fees (about US$16,666). Mauritian dealers
in precious metals and stones (primarily jeweldhgrefore, are not required to undertake CDD dR ST
reporting requirements as a result of the largé tassactions restriction. Accordingly, Rec 12slnet apply
to these dealers.

922. Mauritian businesses that provide corporate foromatiepresentation, management or corporate
trustee (TCSP) services for global businessesahaded in the FIAMLA definition of “financial ingttion”
because they are a Management Company (MC) or teegfisAgent licensed under the Financial Servicets A
2007%* Only MCs, Qualified Trustees (which includes Cogie trustee$) and FSC approved individuals are
licensed to provide TCSP services to the licensellad business sector. Although rare, “approvedviddals”
fall outside the scope of the FIAMLA definition tfnancial institution” because they are not regdlito hold

a management licené&Only MCs or Qualified Trustees can act as registagents for GBLs. The Trust Act
S28(1) requires that all Trusts in Mauritius settlley residents or non-residents must have at ¢esest
Qualified Trustee. Qualified Trustees and Manageraempanies must be located in Mauritius.

923. Individuals may establish their own domestic conigsum accordance with the Companies Act 2001.
The FSC regulated management companies must petticsrfiunction for the businesses seeking global
business licensees. Public companies or privatganies with a turnover in excess of 30 million reipeust
have a qualified chartered (corporate) secretary.

924. The FIAMLA definition for “member of relevant pregsion or occupation” covers the domestic
Company Service providers (CSPs) provided by laaetgroners (notaries, lawyers, barristers), actants,
and chartered secretarfésUnlike their Management Company counterpart énglobal sector, domestic

2 FIAMLA S(2) defines a member of a relevant professir occupation to be accountants, lawyers,
notaries, chartered secretaries and includes aspmpearrying on a business of a casino, bookmaker,
or totalisator under the Gaming Regulatory Autlyof@RA) Act. The GRA was placed into effect
during the on-site mission.

24 The FSA was proclaimed during the on-site missiod replaced the previous FSD Act.

% Qualified Trustees must hold a FSC managememntdizand by definition in the FS Act must be a
Management Company

?® The assessors were advised that instances opgieval for individuals are extremely rare (2) and
have in the past only been provided in circumstamossidered to be low risk. An example was
provided of licensing an individual to manage aoupational pension fund requiring periodic
deductions.

2" The assessors were unable to confirm the sizeeaiomestic CSP business undertaken by these
professions, or whether non-professionals currgthyide such a service.
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CSPs are only subject to STR obligations, not tlteerCDD provisions prescribed in the AML Regulago
Professional trustees for domestic trusts, howearersubject to the full scope of measures sendetAMLA

as well as being regulated as financial institugiby the FSE® Table 5 in Section 1 summarizes the assessors
understanding of the DNFBP situation in Mauritit$he time of the assessment:

CDD and Record Keeping Requirements

925. S17(a) requires all the categories of businessi@efin s3 including: TCSPs, accountants, lawyers,
notaries, chartered secretaries, casinos, booksaked totalisators to verify the true identityadifclients and
other persons with whom they conduct transactions,“manner as may be prescribed.” However, with t
exception of the TCSP sector supervised by the B®CAML Regulations do not provide any prescriptio
Furthermore, Section 17(b) indicates these busesassist keep such records and documents as may be
required under FIAMLA or by regulations. Again nech provision exists.

926. FIAMLA S19(a) provides an offense for failure tongply with the general verification and record-
keeping requirements of S17; however, the lackngf@escription by regulation or regulatory guidenather
than for TCSPs, places doubt on the practical effethe FIAMLA requirements for the wider DNFBPcsar.

927. In Mauritius, TCSPs are considered as financidltirtfons and are supervised by the FSC.
Accordingly, TCSPs are subject to the full requiesis of FIAMLA S17 (a) and (b) and also the FIAMLA
Regulations which provide for specific measures@@D, introducers/intermediaries, attention to ereah
risks including those potentially associated witimifiace-to-face transactions and new technologidsecord
keeping and monitoring of complex, large or unustaisactions. The regulations only apply to the
institutions supervised by the BOM or FSC. Henbesé requirements only apply to the TCSP categduatyeo
DNFBPs that service the global business sectorrdimémse from the FSC (that is management companie
and qualified trustees) and qualified trustees $batice the domestic sector. A fuller descripowl analysis
of the effectiveness of the implementation of th&\LA and regulations that apply to financial irtstiions is
provided in Section 3.

928. FIAMLA S18(1) designates the BOM and FSC to isssiech codes and guidelines as they consider
appropriate to combat ML/TF” to institutions thaypgervise. For DNFBPs, only the TCSP sector is stiltge
such supervision, and the FSC has issued compiigbekiglL/CFT Codes to the management companies that
constitute the TCSP sector. During the missionGR&A Act was placed into effect to provide the new
Gambling Regulatory Authority as the designatedesvipory authority with powers to issues Codes or
Guidelines on AML/CFT. At the time of the missidhe GRA’s Board was yet to be established;
consequently, AML/CFT Codes or Guidelines had rmarbissued.

929. The FSC's Codes are comprehensive and providdekkiastruction and requirements on CDD,
PEPS, introducers/intermediaries, attention to eodé risks potentially associated with non-facéate
transactions and new technologies and record keewid monitoring of complex, large or unusual
transactions. Similarly, to the AML regulationsetBodes are only prescribed to the institutiongstiged by
the FSC. Hence, these requirements only applyetd @SP category of the DNFBPs that service theaglob
business sector under license from the FSC (thmbisagement companies and qualified trustees) and
gualified trustees that service the domestic seft@as that require strengthening in the FSC’sesddr
AML/CFT are addressed in the analysis of the Firsr®ector (part 3 of this report).

28 In the Trust Act 2001 Qualified trustee means ngangent company or such person resident in
Mauritius authorized by the FSC
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930. The FSC has the powers to both request informatmopeneficiary owners of TCSPs and their global
clients. Its inspections include an evaluationaritools including sampling of client accounts ttaesish that
TCSPs are, inter alia, providing proof of ultimatneficiary ownership and control of their globasimess
clients. Similarly, the FSC’s overall Guide to Cdrapce and Personal Questionnaire (required talled but
for clients) also applies to the TCSP licensednmsses.

931. When incorporated businesses or professions avesalgect to the record keeping requirements of the
Companies Act, however, the requirements do najwattely reach the CDD requirements of the AML/CFT
standard.

Other sector specific information on CDD is as fotws:

TCSPs:

932. The CDD and record-keeping measures prescribdtiAML Regulations mirror the measures that
apply to the financial institution sector. The Cabd record-keeping requirements contained in th@$S
AMLCFT Codes for Management Companies servicingglbbal business sector are consistent with the ful
provisions of FIAMLA and the AML regulations andmar the CDD obligations that the FSC places thioug
its AMLCFT Codes for the Insurance and Securitexg@'s. The shortcomings identified in the CDD
requirements placed on the FSC’s licensees imiwdnce and Securities sectors equally apply to
Management Companies and Qualified Trustees. Foe details, see Recommendations 5, 6, and 8-11 in
Section 3.

933. Interms of implementation for the global TCSP sgamnost management companies have undergone
FSC inspections of their CDD related policy andcpce, and have satisfied the FSC as to their lefrel
compliance. With respect to PEPS, the assessced ittt standard filtering software such as Wohedk is

not always in use.

934. The FIAMLA CDD and AML Regulations on CDD do notterd to local Company Service Provider
business, even when conducted by the law praaitsraccountants or chartered secretaries.

Other Categories of DNFBPs:

935. For the other categories of DNFBP, a common ridkgatiion ploy used by DNFBPs is to require
clients to provide funds through established bardoants thus subjecting them to the CDD requiremeht
the financial sector. This practice does not repthe CDD requirements that should exist for DNEBPs
Furthermore, there is no effective monitoring psscm place to assess whether the various profesard
casinos are undertaking any kind of customer digedice.

Lawyers:

936. No other act, rules or code of conduct requirelanyer to identify or verify his or her clients tr
keep records. In practice, law practitioners, aadisters do not identify or verify their clieniglentities nor
do they keep client records.

Notaries:

937. The Notaries Act is quite comprehensive as to #reegal procedure, including record keeping.
Records to be kept include notarial deeds of tictiwas. The S32 requirements include: the full nenseatus
registration of birth certificate, occupation arab{al address of every party and witness to thd dad the
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subject matter of every transaction in that deamtahies are required to certify parties not perbpkaown to
them through access to valid passport or offictainent.

938. For legal persons, the notarial practice is to cehdearches of the companies registry, primaoily t
ensure the authorizations of agents. If authoopas not provided, a notary abstains but wouldaootsider an
STR to be relevant. While most clients, are alrdatywn to the notary, for new client reliance iaqed on a
known Mauritian counterparty’s introduction andemreinces. This situation is becoming more frequéift w
increasing exemptions being made available to émeigl prohibition that prohibits foreigners fromrong
Mauritian land, for example, the large real estiteelopments and sales now possible under ther&igzeh
Resort Scheme (IRS). In such cases involving ti& ®taries rely on the development approval oBioé
and PMO'’s involvement, as part of satisfying tleeistomer identification requirements.

939. Notarial deeds and summaries must be kept for &sy€&or real estate transactions, these inclue th
price of the property, which is used by the Regis@eneral to review for ‘fairness of price’ andtipu
considerations. The emphasis on these reviewsidehtify possible understatement for the purpages
avoiding duty, rather than overstatement which siggify suspiciously high purchase prices.

940. No Guidance or Rules have been issued by the Chraamldehe Act does not provide for this. The
Chamber does not have a role or power to moniteciip record keeping or general practice, althosigth
powers will be necessary if the Chamber is to leeassful in its current application for memberghiphe
International Association for Notarié.

941. The Registrar Generals’ review process affordstitary profession with a good level of oversight
for record-keeping purposes; however, the duedtilig practice and obligations for notaries faltasbf the
standard.

942. Where domestic company service business is unagrtiak Notaries the specific customer
identification and verification requirements conthatfor the purposes of the notarial deed proceslya
however, these fall short of the FATF standard#) véspect of most requirements, other than redaréping.

Chartered secretaries, accountants and auditors:

943. Professional practice and Codes of Ethics prowide fminimal level of customer verification to be
conducted. The requirements are usually for reagtires than AMLCFT purposes, and are not presegpti
detailed and mandatory in law or enforceable méatise standard envisaged by the standards.

944. Alevel of CDD is currently performed, especialby foreign clients wishing to incorporate domestic
companies. The process is a discretionary one gpitinfor the purpose of professional reputatickri
mitigation. The industry representatives describ@uocess involving review of company records, itetd
name, address, curriculum vitae, and certificatibfconsent to act” for a third party. There iseaky reliance
on bank references and the CDD measures providéuelyanks.

Casinos:

945. Regulatory requirements for customer identificatoverification do not exist for casinos. In preet
only basic level (credit related checks) are uradkem when patrons apply for a check cashing facllitterms

29 A bill to upgrade the existing Notaries Act haseeafted. The assessors are not aware of its
status.
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of record-keeping, the previous recording-keepewurements prescribed in s 40 of the Gaming AZ819
apply until the relevant part of the new GRA Acplaced into effect. S40 requires records to bé fa@dive-
years, although there is no specific directionoawliether customer-based records are required kefite At
the time of mission, the Board for the new GambRegulatory Authority had not formed. The GRA Act
provides for the authority to issue guidelines MLACFT and created an offence for failure to compith
such guidelines. The potential will exist for th@anauthority to tie licensing conditions to compka with
such guidelines. The assessors were not adviseAMIa/CFT guidelines have been issued subsequettieto
on-site mission.

Dealers in Precious Metals and Stones

946. FIAMLA does not oblige dealers in precious metalstones to conduct CDD, record-keeping, or
make reports to the FIU. The prohibition on casympents above 500,000 rupee effectively places them
outside the FATF definition of a DNFBP, for the poses of Recommendation 12.

947. For licensing and quality control purposes, deaeesrequired to keep comprehensive records,
including date, customer name and address andciadatetails of the transaction of all jewelry-rteld
purchase or sale for at least five years aftectimepletion of a transaction. The Controller of Assa@ffice
conducts inspections of dealer records in accoelaiith the Controller’s duties for assaying, veafion and
grading of jewelry and precious stones.

Real Estate Agents

948. There are no specific customer identification @ord-keeping requirements for real estate-agent
license holders, although corporate agents aresttn the general record-keeping provisions of the
Companies Act.

949. The real estate market (not including the IRS s&hesnich is run through a separate and controlled
process) is not regulated. The IRS process, onttier hand, makes it mandatory for all promoters
(developers/real estate sellers) to establish bao&unts in Mauritius and for all buyers paymeatsd placed
in the promoter’s bank accounts and to be subpeatdeparate KYC authentication from the promoteaisk.
This provides some mitigation of the inherent AME/Crisks but it does not necessarily address angeros
over source of wealth. It would also not addressekample, buyer-initiated quick resales of prapsrbased
on uneconomic grounds.

4.1.2 Recommendations and Comments

Undertake a coordinated and inclusive risk assasstoedentify and agree on the ML/TF risks and
vulnerabilities that Mauritius faces and, as a lteduthis, consider qualifying the activities thate to
be subject to the standard;

CDD and record-keeping provisions of the currentlA®FT regulations be extended to all the DNFBP
categories currently defined in the FIAMLA definiti of “member of the relevant profession or
occupation;”

Real estate agents should be included in the FIAMEANition;

The risks associated with IRS related resales teebd addressed, possibly through inclusion of IRS
developers/sales agents in the FIAMLA;
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Shortcomings identified in the CDD provisions thpply to financial institutions (Recs 5, 6, 8 -hlSection
3) should be considered and remedied, where relévdahe TCSP business regulated by the TCSP;

Grandfathered casino licensees should be providhdthe necessary AML/CFT directions and conditions
placed on licenses re: possible revocation or sispe for non compliance; and

Appropriate and timely outreach educational progrée conducted should the recommended enhancements

be made to CDD measures placed on the sectorsipetvésed by the FSC.

4.1.3 Compliance with Recommendation 12

Rating Summary of factors relevant to s.4.1 underlying overall rating

R.12 | NC Unlike the situation with banks and financial institutions (which include FSC
supervised TCSPs), FIAMLA'’s general measures to prevent ML or FT ,
customer identification and record keeping have not been given any
specificity and hence lack practical effect in the FIAMLA Regulations or
other regulatory requirements;

Prescribed obligations for CDD, PEPs, non-face-to-face transactions, risks
associated with new technology, use of intermediaries/introducers,
documentation of review of complex or unusual transactions, and record-
keeping obligations in FIAMLA do not extend beyond the management
companies and qualified trustees licensed and supervised by the FSC;

The shortcomings identified in the legal CDD regments placed on the FSC'’s
licensees in the Insurance and Securities seatoialg apply to
Management Companies and Qualified Trustees (refsr5,6, 8-11 in
Section 3)

Local real estate agents, including IRS developers selling high-value property to
overseas purchasers, are not subject to sufficient legal obligation to
undertake appropriate CDD or record-keeping requirements;

Casinos’ record-keeping provisions do not meet the standard as they do not
enable individual customer transactions to be recreated or held for a five-
year period;

The GRA has yet to issue any Regulatory Guidance on AML/CFT obligations,
pursuant to its rule making powers;

4.2 Suspicious transaction reporting (R.16)

(applying R.13 to 15 & 21)

Description and Analysis
Obligation to Report

950. FIAMLA s14(1) and 15 place the same STR reportibligation on banks, nonbank financial
institutions, cash dealers, or “member of a relepaofession or occupation”. For the purposes of
Recommendation 16, the FIAMLA definition for legahctitioners (that is barristers, lawyers, andries),
accountants and chartered secretaries (consideredith to be other legal professionals) goes béybe
FATF requirements. The FIAMLA definition does natadjfy the reporting obligation through referenoeany
particular activity or financial transaction. Fuetmore, the Mauritian principle of privilege appsear practice
to be an obstacle to the reporting of suspicicasstactions by attorneys and barristers.

951. Unlike the situation with CDD and record-keepindigdtions, the statutory obligation to report
suspicious transactions to the FIU does extendl thbeacategories of DNFBPs recognized by the FIAML
definition: namely accountants, attorneys, banmrsstehartered secretaries, notaries, and casi@sSTR
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obligations also apply to certain categories ospes not included in the standards, namely, nomaas
gambling activities provided by bookmakers or tisttbrs. The lack of prescription on CDD for thensictCSP
categories of the DNFBP sector lessens the abilisuch businesses and professions to systemgtidattify
potentially suspicious transactions.

952. FIAMLA s5 prohibits payments in cash above 500,0Qfees (about US$16,666). Mauritian dealers
in precious metals and stones (primarily jewelars)therefore not subject to STR reporting requenreisias a
result of this large cash transactions restrictircordingly, Rec 16 does not apply to these dealer

953. The definition of suspicious transaction in FIAMLi#\a broad requirement and inter alia includes
reference to the laundering of proceeds of anyeamd funds linked to financing of terrorism. Aléul
analysis of the reporting obligation is providedR@commendations 13 and SR V. Despite this remrg,
the number of reports provided to the FIU from EN¢FBP sector appears extremely low (see
Recommendation 26). An interesting trend is thati¢éivel of STR from the management companies slaows
marked downward trend, despite the rapid exparigitime global client basis being management.

Legal Privilege:

954. FIAMLA s14(2) does provide a qualification to theeoall reporting requirement where the reason for
suspicion:

“was acquired in privileged circumstances unlegte transaction in question) has been
communicated to him (the lawyer) with a view to theherance of a criminal or fraudulent purpose.”

955. Legal privilege in Mauritius is same legal privikegs established in England. Attorneys and barsiste
would have a duty to keep information learned ftbgir client privileged where they have learned tha
information though advising or defending their ot If a law practitioner felt that they were pbgsbeing
involved in a criminal offense as an accompliceyttvould file an STR as any possible collusion grieinal
offense it their client falls outside the ambitiedal privilege.

956. The bar council indicated that there has been cal ltase law on this matter and that this could be
tricky area for barristers and law practitionersi&wigate. Certainly in discussions with a numtfdawyers,
the mission was advised of several different viewsvhether STRs would ever be filed. In some cases,
lawyers indicated that they would only file a STRem they had documentary evidence of possible money
laundering. Conversely, others indicated that tlweyld report if a client asked them to structuteaasaction
which they suspected would be for money laundguingoses. Still others indicated that they woultreport
in this case but would stop acting for the clieml anay indicate to the client the reasons why these
ceasing to act (and hence tipping off the client).

Tipping Off:

957. In terms of tipping off, all the Mauritian categesiof financial institution (including banks) and
DNFBPs are subject to Section 16(1) of FIAMLA whigtovides that no person shall inform any person
involved in the transaction or any third party ttieg transaction has been reported or that infoomdias been
supplied to the FIU. See also discussion of tipgifign Section 3 of the report which also appkegially to
DNFBPs.

958. All DNFBPs are similarly protected from proceedirigsfiling STRs by Section 16(2) of FIAMLA.
Concern was expressed from industry representétnagshe current FIAMLA obligation to report place
auditors in an “impossible position”. The assess@se advised that professional ethics requireualit@ to
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abstain from continuing an audit should a suspgioansaction be detected and a STR would be disttlm
the FIU. This action was seen to possibly breaeftigping off provisions of FIAMLA. Under the Compias
Act, there is a requirement for the auditors toiselghareholders of a company of the reasons for
discontinuing an audit. The assessors were unalerify the veracity of this argument as it care lin the
on-site, assessment however, this potential comsttiould be considered and the perceptions addresse
Requirement for Internal Controls

959. FIAMLA s3(2) provides a broad level of directionuaderpin the need for all defined categories of
financial institutions and DNFBPs in Mauritius ttaKe such measures as are reasonably necessasute e
that the business in question is capable of besegl for ML” but there is no mention of FT.

960. Consistent with the CDD obligation, although confygnesive prescription is provided in the AML
Regulations (regs 6 and 9) for internal contrgtgantment and practice for Money Laundering Rapgrt
Officer and staff training, this regulatory pregtion has not been extended to the DNFBPs, beym&$C
supervised TCSP sector. The FSC’'s AMLCFT Codeshi®iTCSP sector provide strong guidance for Interna
Controls. Section 3.8.2 provides fuller detail twrscomings identified with the FSC’'s AML/CFT Coded

the area of MLRO access to information, audit fiomgtongoing training on ML and FT techniques and
screening of staff.

961. For the high risk TCSP global sector, the FSC’'s&sddr AMLCFT for management companies
provide a comprehensive regulatory standard. THg&$-8upervisory program for TCSPs and on-site
inspections place a premium on evaluating themadezontrol systems of its license@s.

962. No guidance as to the appropriate internal contootsitigate the risk of being associated or used f
money laundering or terrorist financing has beenes in other DNFBP sectors. The FIU’s power todss
guidance on AML/CFT matters is restricted to thenmex and form of reporting. The lack of involvemeht
the FIU and current lack of AML/CFT effective mamiing or supervision of the non-FSC regulated segstee
Rec. 24) is an issue.

963. The practice, standards, and codes followed byptbfessional accounting/auditing firms include the
need for effective risk management controls systenie in place. Similarly, the Mauritian Code afr@orate
Governance requires company directors and managembave appropriate risk management controls in
place to cover key areas of risk, including repataind financial. The Code also requires an affechternal
audit function to assess the effectiveness of thestols and the overall management of risk. These
requirements form a good framework but would not/ate a basis to address specific AML/CFT risks.

964. The casinos have controls in place in order togmefraud, cheating and gambling irregularities and
to satisfy turnover tax obligations. Electronicvaillance and patron monitoring exist. The enhanced
requirement provided by the new GRA requiremerdrtsure “fit and proper” persons in management rales
well as license applicant and shareholders weralsletto be assessed as to implementation dueeatrand
partial proclamation of the GRAA. No specific AMLFT controls exist.

Special attention to transactions from certain toes

30 At the time of assessment, 73 of the managemenpanies had been inspected and any remedial
action required had been taken in the time france@eable to the FSC.
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965. Other than TCSPs, which are subject to the FSC'€ &AVT Codes, there is no mandatory obligation
for the DNFBP sector to consider or give speci@rdion to transactions involving customers fromaie
high-risk countries. In practice, the assessonseghan impression that most of the professionabseand
casinos would pay added attention to customers &otside Mauritius, or unknown to them but thisat a
requirement. In the case of notaries and the catieqractice is to seek reference or introdudtiom known
locals.

966. The FIU received legal advice that its previousydpower to issue guidelines on “Equivalent
jurisdictions” for the purpose of AMLCFT monitorivgas outside the scope of the FIU’s powers provided
FIAMLA. Accordingly, this role has been taken upthye BOM and FSC for their respective licensedbién
financial sector. There is, however, no apparetti@ity to maintain and disseminate such infornratmthe
other DNFBP categories.

Implementation:

967. Inthe last five years, 126 STRs have been filechbpagement companies, 1 has been filed by a
corporate trustee and nine have been filed bytbrd NFBPs combined.

Recommendations and Comments
968. Recommendations:

The categories of DNFBP sector not supervised &y~®BIC should have rules laid down covering elemaints
training, policy and procedures, recruitment, artdrnal controls. The level and degree of internal
controls need to be appropriate to the resourcasisilevel;

Prescribe specific CDD requirements for the non-FPC8&tegories of the DNFBP sector to reinforce the
capacity for such businesses to identify potestislpicious transactions;

Amend FIAMLA s3 to include reference to FT;

Clarify, define, and educate relevant professiaaédgories as to the application of legal privilagdt applies
to the obligation to provide STRs to the FIU;

Review and address the situation raised by thdiagdiector regarding the potential tipping-off ifnptions
following removal from audit following reporting @n STR;

Address the shortcomings in the FSC Codes idedtifiesection 3;
Extend the STR reporting obligation to the reahtessector;

Designate a competent authority(s) to provide quidaon internal controls to the non-TCSP and casino
sectors;

Designate an authority to have responsibilityrf@intaining and distributing the list of equivalent
jurisdictions to the DNFBPs not supervised by tiB&€F

Seek common understanding on the possible gagparting levels and the delay in the timing of thisares
to the FIU with private sector representatives amdhorities represented on the AML/CFT
Committee;
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Institute appropriate mechanisms so that the FIYy share information regarding reporting performawié
the various professional bodies. The FIU shouldigedesignated sector supervisory authorities and
relevant industry associations or professional émdgiith a more contemporary and wider range of
indicators and typologies. In the current absetigeaaningful local cases, the FIU could reference
available material from publications such as theéovs FATF and FSRB typology reports;

Disciplinary authorities referenced in FIAMLA s18@hould be expanded to cover the DNFBP sector and
then develop an appropriate outreach program fon eategory of DNFBP;

The GRA should issue directions to its licenseganmding AMLCFT relevant controls, audit and stadfining
and screening requirements, and

The downward trend in the reporting levels from MBisuld be reviewed as part of the future FSC bessed
supervision program.

Compliance with Recommendation 16

Rating Summary of factors relevant to s.4.2 underlying overall rating

R.16 | PC The reporting obligation does not extend to real estate agents, including
promoters involved in development and selling of high-value properties to
foreign buyers;

The shortcomings for the Codes for the InsurandeSaturities sectors —
requirements for ongoing training, recruitment, andit equally apply to
the FSC’s codes for management companies (SecBod i&fers)

Shortcomings in the CDD requirements for non FSgestised DNFBPs weaken
the capacity of such businesses /professions tdifgg@otentially
suspicious transactions;

The FIU’s statistics indicate a possible level of under-reporting of STRs;

Unclear that the FIAMLA reporting obligation extends to individuals, in their
capacity of director, employee, agent, or other legal representatives of a
reporting institution;

Except for the FSC's Codes that apply to the TCSPs sector, no AML/CFT
Guidance has been issued to assist the remaining DNFBP categories of
the requirements for internal controls, audit or staff screening and training;

Except for the FSC's role with TCSPS, there is no designated authority or
mechanism to advise DNFBPS of high risk jurisdictions.

Auditing profession concerns regarding tipping off

4.3 Regulation, supervision and monitoring (R.24-25)

4.3.1 Description and Analysis
TCSPs:

969. For AML/CFT purposes, the FSC regulates the managenompanies and corporate trustees that it
licenses to service the high risk global businessos, in the same manner that it uses for theamse and
securities sectors. Appropriate licensing condgiand vetting of applicants for such licenses teutaken,
published enforceable regulatory codes for theosextists, and a comprehensive and integrated dofisite
supervisory and inspection program is in place. F8€ has inspected the 76 out of 79 licenseesFBlzhas
shown its ability to regulate to improve compliarsc®l the new FS Act, proclaimed while the missi@as w
onsite, provides a firmer basis for applying a mofproportional sanctions.
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970. For fuller discussion on the FSC’s overall regutgi@pproach, see Rec 23 in section 3 of the report.
Lawyers:

971. Both attorneys and barristers are subject to psaseal rules located in the Law Practitioners Act
1984, the Mauritius Law Society Act 2005, and thauvtius Bar Association Act (1957), respectivédpth
attorneys and barristers are subject to Codes ofi@d which have been issued by their respective
professional bodies.

972. Each professional body can receive complaints fitwerpublic and process those complaints. Where
possible, matters will be worked out amicably betwéhe lawyer and the professional body and to the
satisfaction of the client. Where the matter careotvorked out, the professional body may sandtien
member with either a suspension or removal from bagship. In such cases though, the matter woufidie
referred to the Attorney-General as a serious breHue Attorney-General would prosecute the mdiidore
the Supreme Court. The Supreme Court may also meenth suspension or removal from the rolls alongy wit
any other penalty allowed by law for the criminffease with which the member may also have beergela

973. There have been cases in Mauritius of lawyers, Ignbatristers, being disbarred. Relevant cases
include, lawyers being convicted of holding proceetifraud, possession of stolen money, and holding
proceeds of crime from drug smuggling.

974. Neither professional body monitors or ensures c@npé with the requirements under FIAMLA for
lawyers to file STRs. As there are no CDD or redadping requirements for lawyers, there is no mhawing
or supervision for these matters by either the Smwiety or the Bar Association.

Notaries:

975. Disciplinary action for unprofessional conduct @ancatered for by the same provisions in the Law
Practitioners Act that apply to attorneys. The Cbanof Notaries can censure members and give
recommendation to the Attorney-General who hapthveer to conduct an enquiry and refer the apprtgria
action to the Chief Justice.

Accountants and Auditors:

976. In 2004, the Financial Reporting Act (FRA) was paksThis Act provides for the setting up of the
Mauritius Institution of Professional Accountarii$lPA) and the Financial Reporting Council (FRC).m is
responsible for the regulation and supervisionrofgssional accountants. MIPA has hopes to isstieds of
Conduct and Ethics for professional accountants.ARC is responsible for the licensing and momtpof
the professional conduct of auditors in preparinditeopinion on financial statements for compamesguired
to submit annual returns to the Companies Registtee FRC requires licensed auditors to comply with
International auditing standards and with the IFB@le of Ethics for Professional Accountants. Sec2b0.1
and 210.2 of the IFAC Code makes mention of thel ieeaccountants to consider the money laundeigkg
involved in accepting new clients. Standard audit professional accounting practice requires a dewoel of
understanding the client and the client’s busimegsownership.

977. Under Section 33 of the FRA, a licensed auditooushhold a practicing certificate issued by MIPA.
Various unlicensed persons offer accountancy sesvia contrast, only FRC--licensed auditors cavige
audit opinions on financial statements which inelsigroviding opinions on compliance with the Maanit
Code of Corporate Governance.
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978. Both MIPA ( member funded) and the FRC (publiclpded) are still developing their capacity and
strategy to fulfill their designated oversight ftinos on the professions. The FRC is empowereg@poiat
inspectors to monitor the integrity of the workrpdone by licensed auditors, including compliawnié the
Code of Ethics published by the International Fatien of Accountants (IFAC) and the Mauritian Cade
Corporate Governance. The Code contains referentaving appropriate risk management and internal
control systems in place. The FRC has powers tosmpglisciplinary sanctions in order to improve hifghest
standards. It also has the power to issue ruleiess@uidelines, and standards relating to findneprting,
accounting and auditing, and a Code of ProfessiGonabluct and Ethics.

979. Inthe interim, the FRC expects auditors to adteaping with the International Code of Ethics for
professional accountants. MIPA has a similar falactions, and type of professional conduct sanctbmit
with respect to professional accountants. Howeterlikelihood of such rules and monitoring being
implemented soon is considered unlikely given el of resources available to MIPA, and the curstatus
of the FRC’s implementation.

980. Accountants are subject to membership standardseguirements of the relevant professional
accounting bodies, such as ACAA.

Chartered Secretaries:

981. For Chartered secretaries the standard settingisdtig Institute of Chartered Secretaries (based i
London). All members of the local professional asastion (the Mauritian Association of Chartered 1@¢aries
and Administrators) are required to adhere to tiséitlite’s professional code of ethics. The codiebess
professional responsibilities which includes adheeeto all relevant statutory and regulatory rezuients. No
specific guidance on AMLCFT matters have been idsBeofessional misconduct can lead to the local
association recommending exclusion of the membtrd@rivileges afforded through membership to the
international association. Such exclusion wouldrenté the Companies Registrar accepting the persbeiag
able to act as a company secretary. The FRC atsarhaversight role with respect to company segestin
monitoring adherence to the Mauritian Code of CaafmGovernance.

982. The local Association has internal disciplinaryaagements for professional misconduct and sanctions
which include making recommendations to the intional body to “exclude” a member. To date, no such
exclusions have been made.

Regulation and Supervision of Casinos (c. 24.1, 241, 24.1.2 & 24.1.3):

983. A new regulatory framework for the gaming and gampbusiness licensees is contained in the new
Gambling Regulatory Authority Act (GRAA) gazett&ikeptember 10, 2007. The Gambling Regulatory
Authority (GRA) replaces the Gaming Board and tloedd Racing Control Board, which were the previous
authorities responsible for regulating the casigasping houses (Gaming Board) and totalisators and
bookmakers (Horse Racing Control Board). The GRBdard is now provided with specific powers to issue
enforceable directions on AML/CFT under the GRAA tie time of mission no guidance had been issoed f
purposes of AMLCFT, and the assessors were not @&eee of any guidance issued subsequent to tisgen-
visit.

984. The existing casino licenses will be automatice#igsued under grandfathering provisions in the
GRA. The new Act does provide for internet casinerises to be issued with access restricted teesmfants,
and provide for “mind and management “ and serased records of the licensee to reside in Maurifins
internet casino license is not expected in the hgare as the Authority needs to first develop its
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organizational capacity. The assessors were adths¢the inaugural Board meeting of the GRA vaticur
“within the week” with the priorities to appointGEO and agree on a constitution. The CEO of the GRIA
be a member of the AML/CFT Committee.

985. When constituted, the GRB, will have powers unéetien 7 (1) (d) to issue AML/CFT guidelines to
casino licensees. S139 (c) also creates an offengailing to comply with directions issued by tBeard and
provides for enhanced powers of inspection andl &éiffte inspectorate staff. A separate unit of Badice
(“Police des Jeux”) will also continue to have gmver to conduct inspections for actions that may b
considered in contravention of “any enactment,tudmg the FIAMLA. The Deputy Police commissioneitlw
sit on the GRA’s Board.

986. Under the previous Gaming Act 1973, the Gaming Bakd not have the power to issue guidance or
direction (enforceable or otherwise) and no condgiwere placed on the issued licenses. The Fluidwaer
received a STR from a casino. Discussions withsirguepresentatives revealed that a level of iatiecontrol
currently does exist, although it is primarily foaud prevention, to monitor for turnover tax pwps, and
gambling irregularities (cheating). Adequate colstexist with respect to chip cashing and winnihgak and
payments.

987. The previous Casino Licensing authority the GanBogrd conducted “fit and proper tests” on
licensing applicants and these included requisilec® checks and certificates of morality from ieP.
Changes in shareholdings were and will continugetaequired by the new Authority. The new Act
strengthens the previous licensing regime as tlanfl proper test will now extend to key casino aggament
as well as shareholders.

Real Estate:

988. The Real Estate sector is unregulated, althouglotia association has developed a code of etlics o
its members. The membership currently accountatfout 20 to 25 percent of the industry.

Jewelers:

989. For licensing and quality control purposes, deaeesrequired to keep comprehensive records,
including date, customer name and address, andcialadetails of the transaction of all jewelryated
purchase or sale for at least five years aftectmepletion of a transaction. The Controller of Assaffice
conducts inspections of dealer records in accoeaiith the Controller’s duties for assaying, veafion, and
grading of jewelry and precious stones.

990. Licensed jewelers are subject to inspection ofsmation based, record keeping requirements for VAT
and Customs purposes, as well as for on-site gudiegcks by the Assay Office.

Guidelines for DNFBPs ( applying c. 25.1):

991. The FSC Codes for AML/CFT for Management Compapreside a good level of guidance on the
CDD, record keeping and reporting obligations fax TCSPs dealing with the GBL sector. However REE

Codes do not include indicators of terrorist finagc Furthermore, the ML indicators provided aras@nably
generic and could be enhanced with reference tafgpg/pes of transactions, products, or custotypes that
would be familiar to persons in the global sector.

992. Other than the FSC’s Codes and the FIU’s 2003 Guiglavhich is restricted to the manner and form
of reporting STRs, the assessors were not madeeay#®ML/CFT guidance provided to the DNFBP sectors
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993. The FIU's 2003 Guidance on Suspicious Transactiaass provided for the benefit of all relevant
parties in the financial sector and DNFBPs. Takeether with the FIU mandated STR reporting fornd(a
the new electronic on-line reporting system), thielgnce provides support and clarifies the STRntepmp
obligation for all parties in the reporting sect®éhe guidance is lacking in certain areas and allme long a
timeframe for reports to be filed (30 days). Futlescussion on the FIU Guidance is included atl2Rec
26.1. No other guidance has been issued to the PNeBtors, other than those supervised by the #8C (
TCSP sector).

4.3.2 Recommendations and Comments

Supervision and Monitoring (R.24)
Clarify the role of the various professional bodigth respect to FIAMLA s18(4) and consider howlsuc
bodies can monitor and supervise their respectemibers’ adherence to the AML/CFT requirements;

Ensure that all persons conducting activities tadogght by the standard are properly licensedefample,
real estate agents and persons performing accgusgivices);

Designate an authority or body to oversee AML/CFattars with respect to the other categories of DR&;B
namely, real estate agents and dealers in pregiets and stones (jewelers). Determination of the
appropriate body and the level of oversight or rfwnig that should follow an assessment of the
relative risks of ML/TF in the business practigensactions, and customer profile of the respective
underlying activities and the extent to which stsks are already mitigated through other means;

Consider expanding the role of the FIU with respectny DNFBP sector where an existing body is not
willing or resourced to perform such a monitoringogersight role;

The GRA Board, when constituted, should give ptydio integrating specific AML/CFT requirementsants
licenses and fully staff its inspectorate function;

The GRA should review, as a matter of priority, thieand proper” status of all relevant senior ragars in all
casinos.

Guidance (R. 25):

Designate an appropriate authorities to developppodde guidance on AML/CFT requirements to the
DNFBP sectors not regulated by the FSC,;

Consider expanding the function of the FIU to emablo either undertake issuing guidance for MNIABP
sectors or in conjunction with designated profesasi®odies;

Enhance Appendix VI of the FSC’s Codes for Manag@nCompanies to include: indicators of terrorist
financing and indicators that take account of #&@’s context and jargon: products, processes, an
customer profile;

Consider providing a level of administrative sametpower to the disciplinary authorities described
FIAMLA s18(4) for failure to comply with any guidaa issued by the appropriate authorities
designated to issue such guidance;

The GRA should give priority to issuing appropriafdL/CFT guidance under its new powers, includihg t
development of industry-specific indicators (tHel Bhould be consulted in this process)

4.3.3 Compliance with Recommendations 24 & 25 (criteria 2.1, DNFBP)
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Rating Summary of factors relevant to s.4.3 underlying overall rating

R.24 | NC Lack of designated supervisory or monitoring authority for AML/CFT purposes for
the non FSC and GRA supervised sectors;

The casino sector has yet to be subject to effective regulation and supervision;

Professional sectors are not regulated or supervised for AML/CFT purposes;

There is no effective ongoing monitoring for AMLCFT risk for the local real estate
sector;

The FRC has yet to implement any effective inspections and MIPA is under
resourced to carry out other than a cursory monitoring role; and

Shortcomings in the current implementation of TCSP monitoring and supervision.

R.25 | LC Section-specific rating would be: _PC_

While the FSC has provided appropriate guidantkeaa@lobal TCSP sector, there
is a lack of any guidance to the other categories of DNFBP.

The FSC’s Guidance for Management Companies lack specific indicators for FT.

4.4 Other non-financial businesses and professions & Miern-secure transaction techniques (R.20)

4.4.1 Description and Analysis

Other Vulnerable DNFBPs (applying R. 5, 6, 8-11,-18, 17 &21 c. 20.1):

994. The provisions of FIAMLA include a totalisator (ddzetting variable odd based betting) and
bookmakers (fixed odds betting) in the sectorsexttlip the STR reporting obligations. However, gpec
prescription of any CDD, record keeping or interc@ahtrol requirements is not included in the cutr/iL
regulations. The basis for the inclusion is notwnpas the assessors are unaware of any assessmduotted
to identify and determine the inherent ML/TF riskghese sectors. On the basis of the “should densiow
threshold of this Recommendation, Mauritius hasyéw@r, met the standard.

995. The other main gambling activity (gaming houseschvtprovide a form of table games often found in
casinos, for example, mahjong) are not subjechyoML/CFT measures. The assessors were adviséthéna
gaming houses (which are operated by private leesjshave taken considerable market share frowesieo
sector.

996. No risk assessment has been undertaken to idémtifselative ML/TF risk and vulnerabilities
associated within the financial activities thatwarcin Mauritius.

997. While cash payments are prohibited, they are aeddpy the court for sales of real property by levy.
These sales occur each Thursday and are the oé$ahks initiating foreclosure actions againstraglent
mortgagees. The mission was advised that no AML/@fetedures are in place regarding such saleg &d i
guite common for large amounts of cash to be brbtgythe court to settle sale by levy transactions.

Modernization of Conduct of Financial Transaction&. 20.2):

998. The Mauritian financial sector is quite sophistachand provides a range of modern banking and
value transfer products. Automatic teller machiaesprevalent and credit cards are widely used. The
prohibition on large cash transactions createddeadisincentive.
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9909. Large cash payments (made or received) above 5D@@@es (approximately US$16,666) are
prohibited by FIAMLA s 5, except in certain conteal circumstances involving a customer’s estabtishe
account with a bank or financial institutidh.

4.4.2 Recommendations and Comments

Undertake an assessment of the ML/TF risks thatcoagently exist in the Mauritian financial and mess
sectors. Use known international typology studies iaput from both authorities and the affected
business sectors.

Consider refining the current FIAMLA occupationaded definitions to focus on the underlying finahci
activities and business processes that presekethasks. Adopt a cost/benefit approach to any
proposal to extend the categories.

Review procedures regarding sales by levy of rembgrty.

4.4.3 Compliance with Recommendation 20

Rating Summary of factors underlying rating
R.20 | C This Recommendation is fully met.

5 LEGAL PERSONS ANDARRANGEMENTS & NON-PROFIT ORGANIZATIONS
5.1 Legal Persons — Access to beneficial ownership andntrol information (R.33)

5.1.1 Description and Analysis

Measures to Prevent Unlawful Use of Legal Persons33.1):

1000. Incorporation registration of Companies is goverhgdhe Companies Act of 2001. This Act allows
for the creation of companies limited by sharesyganies limited by guarantee, companies limitedlmres
and guarantee, limited life companies, and unlidhdempanies. Foreign companies may also be register
with the company registry. They may also be comgmnpontinued in Mauritius (those incorporated ehsre
but choosing to redomicile in Mauritius). Domestampanies have different registration obligatidremnt
foreign or “continued” companies (see below). Alhganies must have a name, one or more sharesy one
more shareholders and one or more directors. Coegparay be incorporated by law practitioners, nesar
accountants, management companies, or by indigduahing to form their own companies. Companiet wi
global business licenses and companies which aperdbe freeports (or free zones) must be created
domestic Mauritian companies and they are themdied separately by the FSC.

1001. In order to incorporate a Mauritian company, thgiRear requires:
An application to incorporate the company whicHudes details on the registered address of the anyp

the full name and address of each applicant, thedme and residential address of ever directdr an
of the secretary (if any), the name and resideatidress of the shareholder, amount paid by the

31 The Mauritian definition of financial institutiodiffers from the FATF definition and would
includes trust and company service providers agesgmted by management companies and
registered agents.
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shareholder(s), whether the company is public imapr and a declaration by the applicant that the
information provided in the application is true {@there is no penalty for incorrect informatiornnige
listed in the application form).

A notice of reservation of name, if any.

The consent of every secretary of the companydbtitne of incorporation, the company is not regdito
appoint a secretary).

Consent of every shareholder, signed by the shitehor his/her agent (a company is only requicedave a
minimum of one shareholder).

If the company has a constitution (formerly knoverasticles and memorandum), which is not requiaechpy
must be certified by a law practitioner, barriswrnotary and submitted along with the other above
documents.

It is also possible to register societies commé(ased for business purposes) and societies(ciséd to hold
real property or other assets), societies en [jaation, and societies de fait which can be created
under the civil code of Mauritius. These societiesy be created in one of three ways: individuafs ca
retain a notary to prepare the deed; the indivelosy create the deed themselves or individuals can
create a society commercial de fait where ther®idocument but the arrangement exists in practice.
Whichever form of creation is chosen, all can lggstered with the company registry so that the deed
or interest is registered and recognized publithe societies are much less regulated than conmgpanie
in that much less information is required to beldised. No shareholder or beneficial informatioache
be disclosed.

1002. Joint ventures, consortiums, foreign societiesastnerships may also be registered by the registrar
but there is no legal requirement for them to regidn all cases, no shareholders, beneficial osvoe
beneficiaries, as may be applicable, needs todmodied to the registrar.

1003. As at the end of August 2007, there were 31,325adtimcompanies registered with the Company
Registrar, and 188 foreign companies. There wétg28Global Business License One companies and 20,26
Global Business License Two companies. In totaktheere 61,039 companies registered in Mauritiusf as
the end of August 2007.

1004. Corporate services providers in Mauritius are kn@asmanagement companies. Prior to the
mission, management companies were licensed by3feunder section 24 of the Financial Services
Development Act to set up and manage global busic@spanies and to provide nominee and other s&rvic
to the global business companies. As at May 307 20@ FSC had licensed 79 corporate service peovid
These service providers had to meet a fit and prigse before they were licensed and, once licenmseadt
meet the Code on the Prevention of Money Laundemm@jTerrorist Financing intended for Management
Companies. Management companies are subject tmbarwf licensing conditions, which include the
requirement for the company to adopt, enforce,rarassess an AML/CFT framework on an annual b@kis.
requirement is in addition to the preventive measuhat a management company must implement uneler t
FIAMLA. For the purposes of the FIAMLA, a managermeampany is subject to the same AML/CFT
requirements that apply to a financial institution.

1005. Management companies which are corporate servaedars have been subject to on-site
inspections by the global business team of the HFBEse inspections have assessed whether beneficial
ownership and controller information is availabiieaccordance with the Code.
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1006. The FSC has also had the responsibility under it@n€ial Services Development Act for the
administration of global business licenses. Una=tiSn 20 of the law, no person was permitted tadcot
any global business unless the person was a coigoend held a category 1 global business licefise.
private company which wished to conduct any quedifjlobal business could apply for a category Bajlo
business license. Most global business compangeimenrporated or registered under the Compani¢2@@1
and are thus subject to the requirements of thepaams Act.

1007. At the time of an application for a category 1 glbbusiness company, details of the beneficial
owners must be disclosed to the FSC. In additlmn)itensing conditions of a company holding agaite 1
global business license includes the requiremenotidy the FSC of any change in shareholding whena
person acquires 20 percent or more of the votiglgtsiin a licensee. In requiring details of thedjmmal
ownership, the FSC looks through any trust arramgesniin the ownership of the company. Onsite inspes
to the management companies verify whether therimdton on the beneficial ownership for categogidbal
business companies held by the FSC is up to date.

1008. There is no requirement to disclose the benefmialers of a category 2 global business license to
the FSC at the time of application for a licendee Tegistered agent (the corporate service prolicirsed by
the FSC) through whom an application for a cate@ogjobal business license is submitted to the FSC,
required to confirm it has satisfactorily undertakerification of the identities of the benefic@alners of the
company. The holding of this information is vezdiby the FSC during on-site inspections to managém
companies.

1009. Provisions on the licensing of global business camigs are now contained in Sections 71 onwards
of the new Financial Services Act. Licensing of m@@ment companies is covered under Part IV of the
Financial Services Act.

1010. Under Section 91 of the Companies Act 2001, a dlbbsiness company is required to maintain a
share register which must record, amongst otherrimtion:

(i) the names and the last known address of easlopevho is or has within the last seven years been
a shareholder; and

(i) the date of any transfer of shares and theeafrihe person to or from whom the shares were
transferred.

1011. A company holding a category 1 global businessiBeemust at all times have a director resident in
Mauritius. Corporate directors are not allowed.olpany holding a category 2 global business licenset
required to have a resident director and may appooorporate director. All global business compamust
keep a register of directors containing:

(i) the names and addresses of the persons widiractors of the company;

(i) the date on which each person whose nametéreshon the register was appointed as a dire€tor o
the company; and

(i) the date on which each person named as atdireeased to be a director.

1012. Any change in the directors of a company must hiied to the Registrar of Companies. A global
business company must at all times have a registéfiee in Mauritius.
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1013. A company holding a category 2 global businessiBeemust at all times have a registered agent (a
corporate service provider licensed in MauritivsMauritius. The registered agent is responsibigfoviding
such services as the company may require in Masrind include the receiving and forwarding of any
communication from and to the FSC or the Regisif&@ompanies.

1014. In order to ensure and monitor compliance withAbts that it administers or with any regulations,
directions, rules, codes, or guidance notes madtie @arry out its general powers of supervisionairtiose
Acts, the FSC was able to use its powers underdpe26 of the Financial Services Development Aat, t
require any management company to furnish infownadind produce records or documents such as custome
due diligence information relating to the companieder administration. These powers have been used
successfully by the FSC. Under Section 75 of tive Rimancial Services Act, the FSC is able to rezjair
corporation holding a global business license toifth all such information and produce such documas
may be required by the FSC in order to ensure amtdtor compliance with any relevant enactment. iBact
42 of the new Act contains a provision requiringmMicensee to furnish to the FSC all such infdiaraand
to produce all such records or documents at suoh @ind place as may be required of him by the Chief
Executive.

1015. As discussed in Recommendation 5, the Bank of MasiiGuidance Notes on AML/CFT and the
Codes (including the Code for management compaisissed by the FSC, contain comprehensive infoomati
on account opening for institutions and the requ@et to obtain beneficial ownership information.

Access to Information on Beneficial Owners of Legaersons (c. 33.2):

1016. Incorporation information for domestic companies|{sted above) is available to the public at the
Registrar of Companies office and is also availabline. The public may view this information aéth
Company registry pursuant to section 14 of the Gorigs Act 2001. This section does not apply togtev
companies holding a Global Business License CayeDoe or a Global Business License Category Two.

1017. Pursuantto S.276 and S.296 of the Companies Axt Bfspectively, foreign corporations and
corporations continued in Mauritius do not needetgister shareholder information with the Company
Registrar. As they are incorporated elsewhererinétion on their shareholders may be availabtaén
jurisdiction of incorporation. Information on shhaodders is disclosed for companies which are caetinin
Mauritius pursuant to S. 23 of the Companies A@12Momestic corporations created for the purpdse o
obtaining a Global Business License Category Oree®lobal business License Category Two from thé FS
need to register with the Company Registrar thrauggtal management company. In practice, the local
management company can register the company us#lfjas the director and applicant. The management
company should send an update to the Registraowip@nies when the directors, secretary and shakedsol
of the company change. This information will naiwever, be publicly available.

1018. The FSC requires licensed management companieaumifilis who incorporate or manage Global
Business Category One and Two companies to saltisfyselves as to the beneficial ownership in bates.
For Global Business Category One companies, tioen#tion on beneficial ownership must be provided t
the FSC and the FSC also conducts its own CDD chettle time of licensing. For Global Business Gatg
Two companies, the FSC requires the managementargaypto maintain records to be able to demondirate
the FSC on-site inspectors that the managementaayrgan demonstrate how it verified the beneficial
owners of Global Business Category Two companiesmiddement companies are required to hold relevant
transaction and verification records. The informatis available to FSC inspectors under the FS@gection
powers and to law enforcement through a court caid@nged through DPP.
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1019. Also, companies are required to file annual retuvhich include information on shareholders but
companies limited by guarantee do not need tsliateholder information in their return. Continued
corporations with a Global Business License On@lobal Business License Two do not need to fileuahn
returns with the Registrar of Companies. GlobaliBess License One and Global Business License Two
Corporations also do not need to keep accounticyds. Global Business License Two Corporationsaato
need to appoint an auditor.

1020. Inthe case of foreign companies or domestic comegamho hold Category One or Category Two
Global Business Licenses, information on benefiovahership which is not publicly available from the
Registrar of Companies must be applied for thrahgtDirector of Public Prosecutions by a competent
authority as a court order is required to accesh sdormation from the management companies. The
application process can take two to three weekgrdit to staff at the Director of Public Proseonts
Office. The application may then take two weekbddeard by the relevant Court in urgent cases/ theh
will a court order be granted. In most cases, thetwrder would be executed against both the Compa
Registrar (for non-public information held theredadhe management company responsible for the Qateg
One or Category Two licensed company.

1021. For joint ventures, consortiums, foreign societiepartnerships entities which have been created by
notaries, legal practitioners or management congsariccess to beneficial ownership may be obtdahadh
these entities only with a court order ( see proadmve). Where the vehicles have been creatatdbyduals,
this information is not available without a courtler.

1022. Where the Company Registrar wishes to ascertaircifimpany is complying with the Companies
Act, the Registrar may call for the productionmspect the books required to be kept by any company
giving 72 hours written notice. This section is albutriggered by the failure to file a requireghogt or the
filing of an incomplete report by a company.

1023. The FSC has the authority under Section 42 of 8 # require management companies to provide
information in connection with the FSA, FIAMLA, the Prevention of Terrorism Act 2002 to other reguty
authorities. This would include information on theneficial ownership of a company where the manageém
company is acting for the company as a formati@nagr a manager. Section 43 authorizes the FSC to
conduct onsite inspections of its members. The &35 not believe that it has received any suchestgu

from foreign regulatory bodies so the system hadaen tested.

1024. It should be noted that there is a case curremthdimg before the courts in a European country sher
Mauritian global business companies are suspedteaving been implicated in a large internationainey
laundering operation. The Mauritian FSC informegl thission that, further to a disclosure order niadthe
Court under the Mutual Legal Assistance in Crimignadl Related Matters Act in 2003, assistance wagged

to the foreign authorities from the FSC's files eTldefunct) Economic Crime Office was the authority
responsible for investigating money laundering saseich is now replaced by ICAC.

1025. As discussed in Recommendation 5, the Bank of MaarGuidance Notes on AML/CFT and the
Codes (including the Code for management comparsssed by the FSC, contain comprehensive infoomati
on account opening for institutions and the requéet to obtain beneficial ownership information.

Prevention of Misuse of Bearer Shares (c. 33.3):
1026. Bearer shares are not permissible in Mauritiusti®@®®1(3) of the Companies Act 2001 requires that
all companies keep a share register with respesadh class of shares and that the name of easbrpe&ho
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holds shares be registered in the share regidtersfare register is prima facie evidence of laty@lpursuant
to Section 93.

1027. Under the International Companies Act, Mauritiug ailow the creation of corporate vehicles with
bearer shares. S.141 of the International Compatdewas, however, amended in 2000 and prohibhed t
issue of bearer shares in international compani#smatime. Companies which had bearer shares were
required to convert those shares to fully registateares by December 2001. The office of the Registsued
a communiqué at that time to inform companies @éngtcompany which did not comply with this requissth
would be struck off the register by the Registfa€ompanies.

5.1.2 Recommendations and Comments
Access to beneficial ownership and control folegdial persons should be available in a timely fastor all
companies, not only those who are required to lpatadicly available information at the Company

Registrar’s Office.

5.1.3 Compliance with Recommendations 33

Rating Summary of factors underlying rating

R.33 | LC Timely access to beneficial ownership and control information is not available for
category one and category two global business license holders through
law enforcement as court orders may take up to four weeks to obtain in an
urgent case.

5.2 Legal Arrangements — Access to beneficial ownershgnd control information (R.34)
5.2.1 Description and Analysis

1028. Measures to Prevent Unlawful Use of Legal Arrangeisiéc. 34.1): The creation of trusts is
governed by the Trusts Act 2001. This act allowslie creation of a number of different kinds eistr
including protective or spendthrift trusts (Secti8), charitable trusts (section 20), and purpossd (section
19). These trusts are required to have a writtgst tnstrument which states the name of the trustee
intention of the settler to create a trust; ordielaration of the trustee that he holds the ptgpertrust; the
object of the trust, the beneficiaries or clasbarieficiaries; the property held or transferrettuist; and the
duration of the trust (section 6).

1029. Section 28(1) of the 2001 Trust Law requires eaeluifitius trust to have at least one qualifying
trustee. Each qualifying trustee must be licensethé FSC as a management company or be approviee by
FSC under section 28 of the law. Only two trustesee received such approval to date and these\agipro
have related to low risk, major pension fund areangnts.

1030. Trust services providers in Mauritius are a fornm@nagement company. Prior to the mission,
management companies were licensed by the FSC Bedé&on 24 of the Financial Services Developmesit A
to act as corporate trustee. These service pnev/ital to meet a fit and proper test before theg Weensed
and, once licensed, must meet the Code on the iRiewveof Money Laundering and Terrorist Financing
intended for Management Companies. Management atiggare subject to a number of licensing condition
which include the requirement for the company topdenforce and re-assess an AML/CFT frameworiron
annual basis. This requirement is in addition ogheventive measures that a management comparty mus
implement under the FIAMLA. For the purposes of FHBMLA, a management company is subject to the
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same AML/CFT requirements that apply to a finaniiatitution. Under section 2 of the FIAMLA the
qualifying trustee is responsible for AML/CFT irspeect of a trust. The vast majority of corporatstees
servicing the global market are affiliated with rmgament companies. The FSC advised that as piést of
inspection process, it includes affiliated trustagpart of the same inspection of the managenoempany

group.

1031. Management companies which are trust service peowidave been subject to on-site inspections by
the global business team of the FSC to the extiantie trusts have been part of company structexéswed.

In addition, the inspections have reviewed the AGIET policies, procedures, and controls of trustiser
providers—these controls have applied to trust@sag company structures reviewed. Inspections hav
assessed whether beneficial ownership and contioftermation (e.g., information on settlors, prders of

funds and beneficiaries) is available in accordamitle the Code. The FSC has adopted this appraoaolder

to target its resources. Currently only one managermompany provides trust but not company servites
trust business generally will be subject to claseutiny during 2008.

1032. The requirements for a management license areus@t &ection 77 of the new FSA. Provisions on
the licensing process of management companiesatained in Part IV of the FSA. The section prositieat
a company whose main activity is to act as a caedrustee or qualified trustee under the Trusts2A01
must apply to the FSC for a management license.

1033. In order to ensure and monitor compliance withAbts that it administers or with any regulations,
directions, rules, codes or guidance notes mad® carry out its general powers of supervision urkdese

Acts, the FSC was able to use its powers undeiose2f of the Financial Services Development At, t
require any management company to furnish inforwnadind produce records or documents such as custome
due diligence information relating to the companieder administration. These powers have been used
successfully by the FSC. Section 42 of the newrtdiz Services Act contains a provision requiringry
licensee to furnish to the FSC all such informaton to produce all such records or documentscét thme

and place as may be required of him by the Chiekchtive.

1034. Access to Information on Beneficial Owners of Le§alangements (c. 34.2): While trusts may be
registered with the Registrar of Companies, thisisa requirement in Mauritius. Trusts are usuedbated by
management companies who also act as trustee t'Bs &istee, one must have a management company
license issued by the FSC. The FSC has the awthuriter section 42 of the FSA to require management
companies to provide information in connection with FSA, FIAMLA, or the Prevention of TerrorismtAc
2002. Section 43 authorizes to conduct onsite otgpes of its members. In practice, however, th€ FSnot
currently reviewing trust files when it is condungion-site examinations of management companies. Th
mission welcomes the fact that the FSC plans tiliég work in the near future. It does, howeveok at
trust information when reviewing company structusdsch may involve trusts. In addition, the FSC has
advised the mission that the polices, procedurdsantrols in place at management companies prayidi
services to trust and company vehicles apply egtallegal persons and legal arrangements. Thererdy
three trust service providers in Mauritius. In fgiee, the FSC does not believe that it has recesvsdrequests
from foreign regulatory bodies regarding the setlobeneficiary of a trust so the system has erenliested.

1035. Each purpose trust must also have an enforcer wiotesé is to ensure that the intentions and
obligations set out in the trust instrument arengenet by the trustee. In order to act as an eefpthoe
enforcer must obtain the approval of the FSC. TBE€ Ras advised the mission that in order to appsach
an application, they would expect the enforcerrtivjgle a copy of the trust instrument which wouldw the
names of the settlor, the trustee, and the bengfiar beneficiaries. While there would be no fatmversight
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in this arrangement over the enforcer by the FBEHSC would have broad oversight over the enfafcer
there were any complaints lodged in relation totthst.

1036. If evidence regarding trusts is required, authesitinust apply to the Director of Public Prosecwion
for a court order to access the information heldhgyrelevant management company. The applicatocegs
can take two to three weeks according to stafi@Director of Public Prosecution’s Office. The kqgtion
may then take two weeks to be heard by the relé®aatt in urgent cases. Only then will a court oroe
granted.

5.2.2 Recommendations and Comments

Access to beneficial ownership and control folegdial arrangements should be available in a tirfaedizion
for all companies.

The FSC should action their plans to conduct anrswiews of trust files during their inspectioris o
management companies.

5.2.3 Compliance with Recommendations 34

Rating Summary of factors underlying rating

R.34 | LC Timely access to beneficial ownership and control information is not available for
all legal persons through law enforcement as court orders may take up to
four weeks to obtain in an urgent case; regarding on site inspections, the
FSC is not reviewing information on trusts held by management
companies in certain circumstances.

5.3 Non-profit organisations (SR.VIII)

5.3.1 Description and Analysis

1037. Review of Adequacy of Laws & Regulations of NPOs\#1.1): NPOs are governed by the
Registration of Associations Act (1979) (the “Reégison of Associations Act”). The Registrar of Asgtions
registers associations, trade unions, and supestiondunds, all of whom have a legal obligatiorstdmit
annual returns which include their statement obaots as well as their balance sheets. All NPOs are
associations in Mauritius. The Registrar of Assiiares has not conducted a review of the adequatyeof
laws and regulations that relate to nonprofit orgations. While the Registry of Associations staghduct
reviews of the eight thousand NPOs in Mauritiugy¢hhas been no systematic gathering of information
regarding the risk of misuse of NPOs for terrdiisancing.

1038. NPOs have many purposes. These NPOs are unlikebflert or raise much money locally nor are
they likely to send money abroad. An associatiostrbe formed where seven or more persons have a
common purpose. Many associations, therefore, biaadl numbers of persons whom they represent. NMutua
Aid associations, on the other hand, have largebeusnof members and raise money which they thenttwa
members locally. When some members have paid lmank sr all of their loan, the money is then offeted
other members. Again, the money remains within Miagt Similarly, other mutual aid associationslect
money from their members on a monthly basis. Thilythren pay out a small death benefit to the fgmoi
recently-deceased members. Sports associations otbaey from the Government of Mauritius for the
furtherance of their sport in the country and terad competitions internationally. Over a quartethe NPOs

in Mauritius are religious charities.
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1039. While the Act provides for the registration of faye associations, the Registrar registers all such
organizations as local NPOs since they have apcesa Mauritius. Charitable trusts also exist inuvitius
but they do not fall under the purview of the R&gisof Associations, rather the trustees are rexgd by the
FSC and must hold a management company license.

Outreach to the NPO sector to protect it from terisi financing abuse (c. VIII.2):

1040. The Registrar of Associations has not conductereaah for the NPO sector with a view to
protecting the sector from terrorist financing afusor is there any systematic outreach for pramgoti
transparency, integrity, accountability or publantidence in the sector. The Registrar would weleom
receiving training himself and he would welcomertireg for the sector in all of these areas.

Supervision or monitoring of NPOs that account feignificant share of the sector’s resources or
international activities (c. VIII.3):

1041. While no risk approach regarding terrorist finagcihas been applied for the frequency of on site
visits, there is a checklist for priority NPOs t® $ubject to inspections. The priority NPOs to rexe
inspections are: (1) when a complaint is received charity; (2) when annual returns have not [sedmitted
for two years; (3) when the annual accounts havéeen correct for the last three years; (4) mudil
associations given the amount of money that martlyeyh hold (some of them hold 15-20 million rupees
behalf of members); (5) associations experienaépgated problems (accounting, member disputes, or
complaints); and (6) religious and sports assamiatimany of whom experience repeated difficulties.

1042. Common matters to be resolved for the above NP©&ragularities with the election of
management boards, complaints of unfairness itnexa between members, failure to file proper respand
some irregularities with accounting for funds. Vétihe above methodology can claim to account for a
significant portion of the financial resources unthe control of the sector, the staff of the ragisf
associations have no way of knowing which NPOs beagonducting international activities. While thEe®k
are required by Section 23(1)(d) of the RegistratibAssociations Law to update the registry wigiails of
changes to their rules as part of the annual rigygoptrocess, this does not always occur. Whileiten s
inspections include a review of the type of NPQ@,dwample, that it is still a sports associatiompmore
detailed review is undertaken in the half-day ircsios.

Information maintained by NPOs and availability tine public thereof (c. VII1.3.1):

1043. Copies of the rules of NPOs, a list of the managermemmittee of each NPO and a copy of the
annual return for the last year are available éopihblic at the office of the Registry of Assomas.

Measures in place to sanction violations of ovetsigules by NPOs (c. VIII.3.2):

1044. There are limited sanctions available to the RemistUnder Section 32(6) any person who gives false
evidence to the Registrar commits an offense amdpaviction, may go to jail for up to six montfie

Registrar has the authority under Section 32 oRégistration of Associations Act to inquire inhetaffairs

and conduct of associations. His findings may be/éoded to the Minister of Labour for such actiertiae
Minister sees fit. The Registrar also has the aitthto cancel an NPOs registration under Sectidhand

32(9). Section 15(1) lists five grounds for caratidin of an association’s registration includingandnan
association “has engaged or is about to engagetiiities likely to cause a serious threat to pukkfety or

public order or has made, is making, or is lik@yrtake available any resources, directly or indiyeto a

terrorist or a terrorist organization or for thegses of terrorism.”

1045. Section 15(2) gives the Registrar the authoritgit@ notice to the association that their licende w
be cancelled and the reasons for the proposed ltatimre Section 15(4) allows the association atrigf
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appeal to a judge after a period of not less themty-one days. In practice, the Registrar usesetpeovisions
to issue an association with a notice of irregtiEsiwhich should be remedied within a 30—60 dajopaf
they wish to keep their license. The Registrar dagsise any other sanctions against the assawsatio

Licensing or registration of NPOs and availabilityf this information (c. VII1.3.3):

1046. In Mauritius, associations are registered withRiegistry of Associations and are given a certiéicat
of registration. This information is available teetpublic at the office of the Registrar of Asstoias. It is

also available to other competent authorities tigtmot yet available on line.

Maintenance of records by NPOs, and availabilitydppropriate authorities (c. VIII. 3.4):

1047. Section 24 of the Registration of Associations Ketjuires associations to retain all books, statésnen
of account, and auditors reports as well as alstes of members and their payments to the adgocir a
period of three years. These books and documergsmuavailable to the Registrar or by any of the
association’s members.

1048. Under Section 9(3), a general meeting must appitevelisposition, pledging, or mortgage of any
property worth over 3,000 rupees ($100). Furthersypant to Section 19(2) of the Act, any paymerexoess
of 1,000 rupees for any one item or any paymepkoess of 4,000 rupees in one year must also bepsty
approved by the general meeting. These are thefioalycial controls placed on expenditures by NPO=re
is no restriction on the number of bank accouras alNPO may have and the Registrar relies on B@ i
disclose to him the number and location of banloants it holds.

Domestic cooperation, coordination and informatiataring on NPOs (c. VIII.4.1):

1049. There are no gateways for the sharing of nonputdiccmation with other authorities. In practiceeth
registry does not share information with other atitles. The Registrar may refer a matter to thieepaf he
believes that a criminal offense has been committegractice, the Registrar rarely refers suchtenatto the
police.

Access to information on administration and managent of NPOs during investigations (c. VII1.4.2):
1050. Under Sections 31 and 32 of the Registration obaisdions Act, the Registrar has access to all
books of an association as well as bank and cagh iezords. The Registrar also has the authorispgtomon
witnesses and examine them under oath. Failureottupe books and records or to give evidence igvaral
offense pursuant to section 32(4).

Sharing of information, preventative actions andvastigative expertise and capability, with resps&Os
suspected of being exploited for terrorist finangmpurposes (c. VIiI.4.3):

1051. Preventative and investigative actions are notgtaken yet regarding the prevention of terrorist
financing.

Responding to international requests regarding NPOpoints of contacts and procedures (c. VIII.5):
1052. The Ministry of Foreign Affairs is the contact pbfor international requests. On occasion, the
Ministry has forwarded such requests to the Remgistnd he has provided information to the Ministiy
Foreign Affairs. These requests have not beeneetlat money laundering or terrorist financing ia th
Registrar’s opinion.

5.3.2 Recommendations and Comments

1053. The Registry of Associations should:
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ask for training to learn about anti-money laungigiand combating the financing of terrorism procedu
typologies ,and monitoring/supervision techniques;

conduct a review of the adequacy of the laws on &@nsure that NPOs are not being misused farisr
financing by virtue of their activities;

conduct outreach to the NPOs in order to educa@d\ibout the risk of terrorist financing;

more systematically apply sanctions for failuredoply with the provisions of the Registration of
Associations Act;

request a change in the record-keeping provisibtiseoRegistration of Associations Act so that resowill
be required to be kept for five years instead cde¢hand,

request legal gateways in the Registration of Assionis Act to allow for information sharing both
domestically and internationally.

5.3.3 Compliance with Special Recommendation VIII

Rating Summary of factors underlying rating

SR.VIII NC No review of adequacy of laws to ensure that NPOs are not being misused for
terrorist financing by virtue of their activities; no outreach conducted
to NPOs; no sanctions applied to NPOs for failure to comply with the
provisions of the relevant laws; record-keeping requirements is for a
period of three years only; no gateways for sharing nonpublic
information with domestic ministries and authorities.

6  NATIONAL AND INTERNATIONAL CO-OPERATION
6.1 National cooperation and coordination (R.31)

6.1.1 Description and Analysis

Legal Framework:

Mechanisms for Domestic Cooperation and CoordinaticAML/CFT (c. 31.1):

1054. The National Committee for Anti-Money Launderingdd@ombating the Financing of Terrorism,
which was established under the FIAMLA, is respblesfor promoting coordination among the FIU,
investigatory authorities, supervisory authoritiésd other institutions with a view to improvingeth
effectiveness of existing policies to combat molaeyndering and the financing of terrorism.

1055. FIAMLA S13(2), S21 and S22 provides a framework fbe FIU and the designated supervisory
authorities (BOM and FSC) to share informationhbatrespect to STRs suspected of ML, otherwise
suspicious transactions, and on matters regardsges of possible noncompliance with reportingirequents
or of regulatory interest. The FIU also uses theewdiscretion provided by Section 30(2) to prostlategic
intelligence style reports (as distinct from thegtional disseminations of statutory reports) taraye of
authorities, including tax, and various ministries.

1056. The FIU has formal written MOUs with the Revenudharity (which includes Customs), the FSC,
and the Registrar of Companies. The Police doemtire an MOU. In practice, the BOM restricts its
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information sharing with the FIU to issues involyiS TRs and information considered consistent wah. S
The FIU is a member of the AML/CFT Committee.

1057. The FIU'’s contact with the professional bodies ¢@serally been limited to annual awareness raising
seminars involving a range of sectors.

1058. In February 2004, the Banking Committee chairethieyGovernor of the Bank and comprising Chief
Executive Officers of banks formerly holding a Qairy 1 Banking License, set up a committee compugisi

the Bank of Mauritius and the compliance officefrshose banks to serve as a platform for interaabio
AML/CFT issues. The committee met regularly untilgist 2005, at which time the Banking Committee
decided to extend the membership of the committéectude compliance officers of banks formerlydiog a
Category 2 Banking License. In addition, the maadditthe committee, which had been restricted to
AML/CFT issues, was extended to include other aspafccompliance. It was apparent to the missian tie
banking sector welcomed and had very positive supothis committee.

1059. In 2002, the Bank of Mauritius and the FSC signed/aU setting out the framework of their
cooperation in common pursuit to maintain a sdfeient, and stable financial system in Mauritidéie MoU
covers objectives, responsibilities, the estableshinof a joint coordination committee, sharingrdbrmation,
unsolicited assistance, collection of statisticébimation, threats to financial system stabiliyg;site reviews
and consultations, sharing of services, and intenmal representation. This MoU was followed byin§
protocol between the Bank of Mauritius and the FS@der the protocol, the Joint Coordination Comesitt
considers and addresses the extent of the two $iadigponsibilities with respect to institutionsienfall
under the regulatory authority of both bodies. Mibnmeetings under this protocol commenced in Atigus
2007. One of the objectives of the two regulatasglibs is a joint approach to leasing companiesspect of
which the Bank of Mauritius supervises their deptaking activity, while the FSC supervises theiding
activity. This initiative is considered to be a y@ositive move by the leasing companies.

1060. All the investigative and prosecutorial authoritige part of the National Committee on AML/CFT
and meet on a regular basis. However, operatiawgearation and communication between them is made
difficult by stringent confidentiality requirementSection 81 of the POCA, in particular, prohibits ICAC
from exchanging any information with the other valet authorities, such as the FIU and the Polibés T
considerably hampers their respective investigatasino formal communication is possible.

Additional Element - Mechanisms for Consultation treeen Competent Authorities and Regulated
Institutions (c. 31.2):

6.1.2 Recommendations and Comments
6.1.3
FIU to engage in more bilateral and outreach mgstwmith the professional bodies.

FIU to consider implementing a standing forum fapervisory, professional oversight and law enforeem
authorities to focus on operational issues thatlevtall outside the work of the AMLCFT committee.

Ensure that ICAC may communicate and exchangerrd@tion with other relevant authorities for the meags
of their respective investigations by amending 8ed1 of the POCA.

6.1.4 Compliance with Recommendation 31

Rating Summary of factors underlying rating
R.31 | PC Formal communication and exchange of information between ICAC and the other
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relevant authorities is prohibited; lack of regular engagement by the FIU
with the appropriate supervisory or professionalies other than the FSC
and BOM.

6.2 The Conventions and UN Special Resolutions (R.35 &R.I)
6.2.1 Description and Analysis

1061. The usual practice in Mauritius is to sign a Cortigam implement its provisions into domestic law,
and ratify the Convention only after the necessaignges have been made under domestic law.

1062. Mauritius ratified the UN Convention Against llliciraffic in Narcotic Drugs and Psychotropic

Substances (Vienna Convention) on February 19,.200fplemented most of the relevant articles uritle
Convention with the adoption of the 2001 Dangeugys Act but some shortcomings remain as far as
Article 3 of the Convention is concerned (see wippeunder Recommendation 1).

1063. It also ratified the UN Convention Against Transo@aal Organized Crime (Palermo Convention) on
April 21, 2003. However, no specific measures seehave been taken in order to implement fullywhgous
provisions of the Convention. The association olefie@tors is criminalized under Section 188 of @reminal
Code, but it is not implemented (see write up uriRlszommendation 1).

1064. Measures were taken in implementation of both Cotwas to enable the seizing or freezing of
assets and their confiscation as well as cooperatith other countries, but they lack the necestargl of
detail to be fully in line with the requirementg set in the Conventions (see write up for Reconutagion 3
and 36-40).

1065. Mauritius ratified the International Convention fbe Suppression of Financing of Terrorism on
December 14, 2004. It enacted the Convention ®Sippression of Financing of Terrorism Act in 2608,
under Section 3 of the Act, gave force of law t® @onvention in its entirety. The Prime Ministesusd two
further regulations which partly deal with the greal aspects of the Convention and the relevanSON
resolutions. However, UNSCR 1267 is not implemembeal satisfactory manner. UNSCR 1373 has not been
implemented so far because no request was made tinadleesolution. The procedures in place (fohbot
resolutions) do not fully comply with the standésde write up under SR 1l1).

(c. 35.2):
1066. Mauritius is also a party to the following multésél and bilateral agreements:

Organization of African Unity Convention on the Yeation and Combating of Terrorism (accession Fayru
21, 2003).

Bilateral Agreement with India for setting up anjoWorking Group on Combating International Tersari
(signed March 30, 2005).

Memorandum of Intent with the United States of Aizeetto deter and counter terrorism (signed Jan8ary
2003).

6.2.2 Recommendations and Comments
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All three Conventions have been ratified but furtierk is needed in order to implement them fuliioi
Mauritian laws.

The authorities are recommended to implement thiyVienna and Palermo Conventions in line with the
recommendations made under Recommendations 1 &nd [ESFT, and UNSCRs 1267 and 1373 in
line with the recommendations made under SpeciebRenendation Il and IIl.

6.2.3 Compliance with Recommendation 35 and Special Reconendation |

Rating Summary of factors underlying rating

R.35 | PC The relevant provisions of the Vienna and Palermo Conventions have not been
fully implemented.
SR.I | PC The ICSFT has only been partly implemented.

The procedures in place for UNSCR 1267 and 1373 are not fully in line with the
standard and UNSCR 1267 is not implemented in a satisfactory manner.

6.3 Mutual Legal Assistance (R.36-38, SR.V)
6.3.1 Description and Analysis

Legal Framework:

1067. Mauritius has enacted the Mutual Assistance in @atrand Related Matters Act 2003 (MACRM
Act), which makes provision for mutual assistanegnveen the Republic of Mauritius and a foreignestatan
international tribunal in relation to “serious affes” which it defined as an offense against adbMauritius
or a foreign state for maximum penalty is impriseminor other deprivation of liberty for a periodraft less
than 12 months and includes offenses that fall utieejurisdiction of international criminal tribah The
legislation makes it possible for Mauritius to pidesassistance in the absence of bilateral or ratdtal
agreements. With the adoption of the MACRM Act &meladoption (and amendments to) the FIAMLA, the
gateways for international cooperation and theaetsyge roles of the various authorities has beesicerably
clarified in comparison to the situation assesae2D02. The Attorney General’s office (AGO) is ttentral
authority for the processing of requests receivethfa foreign state, as well as for requests tmaeée to a
foreign state (Section 2 of the Act, definition@éntral authority). Four AGO staff members are glestied to
deal with mutual assistance. However, this is doma rotational basis and no officials specificalbined on
mutual assistance are designated to deal witmtpgementation of MACRM Act.

1068. Mauritius is a party to the following relevant nilaiteral Conventions:-
i) UN Convention Against lllicit Traffic in NarcatiDrugs and Psychotropic substances;
i) UN Convention Against Transnational Organizeathe;
iii) UN Convention Against Corruption; and
iv) International Convention for the Suppressionha Financing of Terrorism.

1069. The authorities were not able to provide a lisbitdteral mutual assistance treaties entered into b
Mauritius when asked by the mission.

1070. The Act also allows for Mauritius to provide infoahassistance and continued informal assistance to
other States (section 3(4).

Widest Possible Range of Mutual Assistance (c. 3$6.1
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1071. The MACRM Act (Section (6) enables the Mauritiathamities to provide assistance to requesting
states for evidence gathering purposes. Evidendegag includes (Section 4(6) making a record fiaata or
making a copy of a record, attending before thetdteend Registrar to give evidence, producing atigle or
document to the Judge in Chambers and questiomagnad person. Mutual assistance to a foreign atste
includes obtaining an order from a Judge in Chamfmera warrant for the search of a person or pesnand
removal or seizure of any document or article {sadd(1). Other assistance that Mauritius is ablprovide
include:

virtual evidence-gathering orders (Section 7);

consensual transfer of detained persons from MasitiSection 10);
restraining orders (Section 11);

enforcement of foreign restraining orders or cardi®n (Section 12); and
location of the proceeds of crime (Section 15).

1072. The Act does not specifically allow for effectingregice of judicial documents. The authorities have
indicated that this could still be done througheaidence gathering order.

1073. Mauritius is able to request assistance from adarstate in respect of, among others, having
evidence(including evidence taken by means of t@dgy that permits virtual presence), statements or
information obtained; obtaining and executing adeavarrant for an article believed to be located foreign
state and seizing it; locating or restraining propbelieved to be proceeds of a serious offensefigcating
property believed to be located in a foreign ssae transmitting the property or proceeds realired
Mauritius; effecting service of documents and exang, locating and identifying persons.

Provision of Assistance in Timely, Constructive akffective Manner (c. 36.1.1):

1074. Section 5(2)(a) of the MACRM Act makes provisiom foe central authority, namely the AGO, to
“promptly” grant a request from a foreign statdotmal requests are handled by correspondence, most
commonly through e-mail. It was indicated that res{g are dealt with on average within two week®ogipt
of request. In practice, the processing of forragliests may involve, firstly reverting to the resjirey state
for further information. Thereafter and where caanders are necessary, court papers are prepadetian
matter is heard before a Judge in Chambers. linddsated that complying with a formal request cbialke
between a few weeks to several months, dependitigeonature of the request.

No Unreasonable or Unduly Restrictive Conditions dutual Assistance (c. 36.2):

1075. The MACRM Act makes provision under Section (5)62)or a request to be refused on certain
grounds. These include:

a) the compliance with the request being contiatire Constitution of the Republic of
Mauritius;

b) prejudice to the sovereignty or security of ktws;

c) where granting the request would require a CaiuMauritius making an order in respect of a

conduct that does not constitute an offense na gse to confiscation or restraining order in
Mauritius;
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d) the request being to prosecute a person oruatobthat person’s race, sex, religion,
nationality, ethnic origin, or political opinion,
e) the request relating to military law which wabulot be an offense under criminal law, a

political offense or an offense of political chaexoor if prosecuted in a foreign state, it woudd b
incompatible with laws of Mauritius or double jeogha or might prejudice the conduct of proceedings
in Mauritius

1076. These grounds for refusal of legal assistance tap@ear to be unduly prohibitive and, overall, the
assistance that Mauritius may render is not suljeghreasonable, disproportionate, or unduly ictste
conditions.

Efficiency of Processes (c. 36.3):

1077. Although the primary authority responsible for frecessing of requests made by foreign states is
the AGO, in practice, requests for mutual legaiséasce are received by the Ministry of Foreignaf,

which then forwards them to the AGO. Once the regjhas been dealt with, it is transmitted backo t
Ministry of Foreign Affairs for forwarding to theequesting State. It was indicated that it can tgkéo two
weeks to obtain a judge’s order and that once ittleras obtained it is generally executed withio tweeks of
the order being granted. It was indicated, furttieat informal requests could take about two weelsocess.

Provision of Assistance Regardless of Possible Imement of Fiscal Matters (c. 36.4):

1078. The fact that the offense is also considered tolue/fiscal matters is not one of the grounds for
refusal listed under the MACRM Act. The authoriteemfirmed that, in practice, fiscal matters do not
constitute an obstacle to the provision of thestaste requested. .

Provision of Assistance Regardless of Existenc&etrecy and Confidentiality Laws (c. 36.5):

1079. The MACRM Act provides(Section 6(9)) that, despite laws relating to confidentiality contained in
the Bank of Mauritius Act and the Financial Sergi@evelopment Act a judge may grant an evidence-
gathering order or search warrant against the BaMauritius, a bank, or financial institution iehs satisfied
that the information is material and necessaryterproceedings in a foreign state or the law enftneign

state permits the disclosure of information to iigmestates in circumstances similar to the ondirgldo the
request. In terms of the Act (Section 15(2)) agpidhay order, despite banking laws relating toidentiality,
that information relevant to identifying or locagiproperty be delivered to the central authority.

Availability of Powers of Competent Authorities (alying R.28, c. 36.6):

1080. According to the authorities, law enforcement atitlegs may, on obtaining an order from a judge,
use the powers vested upon them to compel the ptiodwf, search persons or premises, for and sgide
obtain transaction records and other informatidd bg financial institutions or else, for the puses of
rendering assistance to another country.

Avoiding Conflicts of Jurisdiction (c. 36.7):

1081. The MACRM Act does not specifically make provisiimm avoiding conflicts of jurisdiction by being
able to determine the best venue for the prosatufia defendant in the interests of justice anchises that
are subject to prosecution in more than one country

Additional Element — Availability of Powers of Coratent Authorities Required under R28 (c. 36.8):

32 At the time of the on-site mission a new Finan8atvices Act was proclaimed which provides for
similar provisions relating to confidentiality ($@n 83).
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1082. The MACRM Act makes provision for law enforcemefficers to be able to assist a law
enforcement authority of a foreign jurisdiction.térms of the Act (s3(4)) nothing in the Act preteemformal
assistance and continued informal assistance betiaeritius and any other state. In practice, retp® the
police from their foreign counterparts are deattwthrough the Interpol channels.

International Cooperation under SR V (applying c63.-36.6 in R. 36, c. V.1):

1083. The Convention for the Suppression of the FinanoinBerrorism Act 2003 which gives effect to the
International Convention for the Suppression offhr@ncing of Terrorism makes it possible for M&éus to
afford other state parties to the Convention tleatgrst measure of assistance in connection wittiral
investigations or extradition proceedings in respéoffenses relating to terrorist financing. Hower, the Act
does not specifically set out the procedure orideta how the assistance may be rendered. Tin®aigs
indicated that the provisions of MACRM Act applyriglation to offenses relating to terrorist finarg:i The
write up on criteria 36.1 to 36.6, therefore, applyhis paragraph.

Additional Element under SR V (applying c. 36.7 &3 in R.36, c. V.6):
1084. SeewriteuponV.1

Dual Criminality and Mutual Assistance (c. 37.1 &7/32):

1085. The MACRM Act provides that Mauritius may rendesiatance in relation to “serious offenses”
which it defines as an offense against a law of iMias or of a foreign state where the maximum pigria
imprisonment or other deprivation of liberty fopariod of not less than 12 months and includese#e that
fall under the jurisdiction of international crinaintribunals (Section 2 under Interpretation ofes offense).
The definition of serious offense is broad and ceamy offense punishable, either in Mauritiusnothie
requesting state, by imprisonment (or penal setteitdor a period of not less than 12 months. Imgeof the
MACRM Act (Section 5(2)(b)(iv)), however, the AGOamrefuse a request from a foreign state on thergto
of absence of dual criminality where the grantifithe request would require a Mauritius court tckenan
order in respect of a conduct which does not ctutstan offense nor gives rise to a confiscatiorestraining
order in Mauritius. It would appear that althoughatdcriminality is not a requirement in terms oé tthefinition
of serious offense, the absence of dual criminaliyld be a ground for refusal of a request. Ty be an
issue where certain designated categories of @tedaffenses are not predicates in Mauritius oabse
confiscation could not be ordered on the basib@#ML framework. The ground for refusal basedlom t
absence of dual criminality is discretionary. Thiharities advised the mission that no requestrefsed
due to lack of dual criminality since the comintpiloperation of the MACRM Act.

1086. The authorities indicated that technical differenbetween the laws in the requesting state and
Mauritius would not be a ground for refusal of guest for assistance.

International Cooperation under SR V (applying ¢73-37.2 in R. 37, ¢. V.2):

1087. The Convention for the Suppression of the Finanoingerrorism Act 2003, which gives effect to the
International Convention for the Suppression offlancing of Terrorism, makes it possible for Mawus to
afford other state parties to the Convention tleatgrst measure of assistance in connection wittiral
investigations or extradition proceedings in respéoffenses relating to terrorist financing. Hower, the Act
does not specifically set out the procedure orildata how the assistance may be rendered. Thetigls
indicated that the provisions of MACRM Act applyriglation to offenses relating to terrorist finarg:i The

write up on criteria 37.1 and 37.2, therefore, gpplthis paragraph.

Timeliness to Requests for Provisional Measuresluaing Confiscation (c. 38.1):
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1088. The MACRM Act sets out the procedure for processirigreign request for a restraining order
where the proceeds of crime are believed to béddaa Mauritius (Section 11). The MACRM Act alsets
out the procedure where a foreign request is reddier the enforcement of a foreign restrainingeorar
confiscation (Section 12) and for assistance iatiog any proceeds of crime(Section 15). Instrualérds are
covered by the domestic confiscation framework aedprding to the authorities, Mauritius could rend
assistance with respect to instrumentalities usext intended to be used in the commission of theoifense.

Property of Corresponding Value (c. 38.2):

1089. The MACRM Act defines the ‘proceeds of crime’ ay @noperty derived or realized, directly or
indirectly from a serious offense and includesagroportional basis, property into which any prope
derived or realized directly from the offense wael converted, transformed, or intermingled ($&c). The
definition explicitly refers to income, capital other economic gains derived or realized from tloperty at
any time since the offense.

Coordination of Seizure and Confiscation Actions. (88.3):

1090. There are no formal arrangements for co-coordigag@izure and confiscation actions with other
countries. However, Mauritius has ratified the Gemtion against Transnational Organized Crime anlaus
able to enter into bilateral arrangements to enhdme effectiveness of international cooperatidre T
authorities were not able to provide a list of tagital agreements relating to mutual assistancarmreal
matters.

International Cooperation under SR V (applying ¢83.-38.3 in R. 38, c. V.3):

1091. According to authorities, Mauritius is able to apfite provisions of MACRM Act in respect of
offenses relating to the financing of terrorisngluding in relation to the processing of foreigstraining
order or confiscation (S12) and for assistancedating any proceeds of crime(S15).

1092. The MACRM Act defines the ‘proceeds of crime’ ay @noperty derived or realized, directly or
indirectly from a serious offense and includesa@roportional basis, property into which any prope
derived or realized directly from the offense watet converted, transformed or intermingled. THd®n
extends to income, capital, or other economic gdensed or realized from the property at any tsimece the
offense (section 2).

1093. The Convention for the Suppression of the FinanoinBerrorism Act 2003 which gives effect to the
International Convention for the Suppression offhrncing of Terrorism makes it possible for M&éus to
afford other state parties to the Convention tleatgrst measure of assistance in connection wittiral
investigations or extradition proceedings in respéoffenses relating to terrorist financing. TH®wever,
does not necessarily provide for actual arrangesreemdl procedures.

Asset Forfeiture Fund (c. 38.4):
1094. Mauritius has not established an asset forfeitunel into which the confiscated property will be
deposited.

Sharing of Confiscated Assets (c. 38.5):

1095. The MACRM Act (S19) provides for the reciprocal shg with a state of property realized in a
foreign state and of property realized in MauritiBection 19 states that the central authority exdgr into an
arrangement with a competent authority of a foraigre for the reciprocal sharing of property e=liin
terms of the Act either in a foreign state or inuvius. Authorities indicated that these arrangetsare
usually conducted informally between the two states$ no specific arrangements were in place.
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Additional Element (R 38) — Recognition of Foreigdrders for a) Confiscation of assets from organiats
principally criminal in nature; b) Civil forfeiture; and, c) Confiscation of Property which ReversearBlen
of Proof (applying c. 3.7 in R.3, c. 38.6):

1096. Interms of the MACRM Act ,‘proceedings’ is definad proceedings conducted by or under the
supervision of a judge, magistrate, or judiciala#f in relation to a proved offense, any properyived from
such offense or any related proceedings. Procegdictude any inquiry or investigation into a sadgmffense
or preliminary or final determination of facts rétey to a serious offense whether or not condubtedr under
the supervision of a judge, magistrate or judiofficer. The definition is broad and would inclucigil
forfeiture and confiscation of property orders.

Additional Element under SR V (applying c. 38.4-88n R. 38, c V.7):

1097. Mauritius has not established an asset forfeitunel into which the confiscated property will be
deposited.

1098. The MACRM Act (S19) provides for the reciprocal shg with a State of property realized in a
foreign State and of property realized in Mauritiiection 19 states that the central authority erdgr into an
arrangement with a competent authority of a foreigtte for the reciprocal sharing of property madiin
terms of the Act either in a foreign state or inuvidus. Authorities indicated that these arrangetsere
usually conducted informally between the two states$ no specific arrangements were in place. Aiitasr
indicated that these arrangements are usually ctvediinformally between the two states and no §ipeci
arrangements were in place.

Statistics (applying R.32):

Table 26. Incoming Requests

Types of incoming requests 2004/2005 | 2006/2007
Confiscation Proceedings 1
Tax Evasion

Money Laundering

Miscellaneous

Kidnapping

Embezzlement

Diamond Smuggling

Trafficking of Human Beings/Children
Execution of Warrant of Arrest
Corruption

Disclosure of bank accounts
Terrorism

NS
©

Rlwlkr|Rr|N

Implementation and Analysis:

1099. Mauritius has broad legal provisions to facilitedguests for mutual legal assistance which canoe int
operation in 2003. There are no unduly restricthgasures placed on the provision of assistance.

1100. The MACRM Act, however, does not specifically madtevision for avoiding conflicts of
jurisdiction by being able to determine the bestuesfor the prosecution of a defendant in the éstisr of
justice and in cases that are subject to proseciriimore than one country.
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1101. It would appear that although dual criminality &t a requirement in terms of the definition of
serious offense, the absence of dual criminalityctbe a ground for refusal of a request. This b&gn issue
where certain designated categories of predicéam®ds are not predicates in Mauritius becausasoation
could not be ordered on the basis of the AML frameuw

1102.  Three to four officials dealing with mutual asarste are allocated on a rotational basis. The
authorities maintain that officials who have expede in mutual assistance will normally, in mostesa be
designated to handle these files. According taatit@orities, these officials have not been spedlfidrained
in mutual assistance but training is done on ahaadbasis. There are concerns about the abilitiyeof
Mauritian authorities to handle mutual legal assise requests in a timely and effective manneoasficials
specifically trained on mutual assistance are degégl to deal with the implementation of MACRM Act.
Although the authorities maintain that there hagteb®en many requests for assistance regardiragitrr
financing, there is a concern about the abilityhef Mauritian authorities to handle such requeststimely
and effective manner as staff are not specifidadiined on this aspect.

1103. There are also concerns on the efficiency of preEsgarticularly with regard to the time needed to
obtain, where relevant, the necessary judge’s ordke authorities have indicated that there anegsses to
deal with urgent cases that require a Judges Oldewever the mere fact that the Judges Ordeqigired in
certain instances impedes the efficiency of praeess dealing with requests. In particular, thsyrimpede

the process where the request from the foreigre $¢afuires the assistance urgently.

6.3.2 Recommendations and Comments
The authorities should ensure that mutual legastasge is rendered in a timely fashion;

Mauritius should consider establishing an asségitare fund into which confiscated property unthex
MACRM Act could be deposited; and

Mauritius should amend its legislation to provide ihstances of conflicts of jurisdiction.

6.3.3 Compliance with Recommendations 36 to 38 and SpetRecommendation V

Rating | Summary of factors relevant to s.6.3 underlying overall rating

R.36 |LC There are concerns that Mauritian authorities have not appointed dedicated staff
that are appropriately trained in AML/CFT issues to specifically handle
mutual legal assistance requests.

There are concerns on the efficiency of processes, particularly with regard to the
time needed to obtain, where relevant, the necessary judge’s order where
a country requires the assistance urgently.

No provision for avoiding conflict of jurisdiction.

R.37 | PC Although dual criminality is not a requirement in terms of the definition of serious
offense, the absence of dual criminality can be a ground for refusal of a
request. This may be an issue where certain designated categories of
predicate offenses are not predicates in Mauritius because confiscation
could not be ordered on the basis of the AML framework.

R.38 | LC No provision for the establishment of an Asset Forfeiture Fund.

SRV | LC Although there have not been many requests for assistance in this regard there is
a concern about the ability of the Mauritian authorities to handle requests
relating to the financing of terrorism in a timely and effective manner.
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6.4 Extradition (R.37, 39, SR.V)

6.4.1 Description and Analysis

1104. Extradition is governed by the Extradition Act 19¥0ich sets out the procedure for extraditing
offenders to or from a foreign state. The extradittrime should, in the case of a non-Commonwealtimtry,
amount to one of the offenses specified in an dittoa treaty. In the case of a Commonwealth coyritre
sentence for an extradition crime should not bg flean 12 months. The Act (Section 7) sets ouaitert
restrictions on the surrender of persons. A persay not be surrendered in the following instances:

i) if the offense is one of a political charaabenf the surrender has been made with a view to
trying to punish the offender for an offense ofcéitical character;

i) unless there is an undertaking that the oféenill be tried for the offense for which he is
surrendered;

iii) an offender who is already being held in agst in Mauritius for offenses committed in
Mauritius may not be surrendered unless the offehds been discharged from custody;

iv) if the person has been acquitted or pardooethe offense by a competent tribunal or
authority in any country or has undergone the gument provided by the law for the offense;

V) if there are reasonable grounds for believivaj the request for person’s surrender is made for
purposes of punishing the person on account ofayr e prejudiced at the trial or be punished by
reason of that person’s race, caste, place ofmpnigitionality, political opinions, color, or creext

Vi) if the offense is trivial, the accusation aggithe offender is not made in good faith or im th
interests of justice or there has been a passaga@tince the offense is alleged to have been
committed and, taking all the circumstances intmaat, it would be unjust, oppressive, or too sever
a punishment to surrender the offender.

1105. The Minister of Foreign Affairs is responsible figtermining whether any of the above restrictions
apply.

Dual Criminality and Mutual Assistance (c. 37.1 &7/32):

1106. Although not specifically mentioned in the law, atlariminality is required for purposes of
extradition as the Extradition Act defines an ‘axiition crime’ as an offense against the law afraifyn state,
the act which would constitute an offense if itkqatace in Mauritius.

1107. Authorities have indicated that technical differembetween the laws in the requesting state and
Mauritius would not be a ground for refusal of guest for extradition.

Money Laundering as Extraditable Offense (c. 39.1):

1108. Under Section 29 of FIAMLA any money launderingesfée is an extradition crime for which
extradition may be granted under the Extradition Abe definition of extradition crime (Section® o
Extradition Act), however, includes a referenca trime as described in the First Schedule to #ieadition
Act. The list contains 28 offenses and includesies such as murder, manslaughter, rape, traffidking
women, kidnapping, bribery, and arson. Money ladndeand offenses relating to terrorist financimg a
deemed extraditable offenses in other pieces dfl&gpn and are not specifically mentioned in st
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Schedule. Authorities have confirmed that an exéensf the list of crimes is possible if crimes aeemed
extraditable in other pieces of legislation.

Extradition of Nationals (c. 39.2):

1109. Under Section 6 of the Extradition Act, “every ofteer from [the requesting] state who is in
Mauritius” can be arrested and surrendered. Amaée is defined as a person accused or convictad of
extradition crime committed within the jurisdictioh a foreign state. The wording of the law is entirely
clear in the sense that “any offender from thaestean be interpreted to mean either the persam wh
committed the offense in the requesting stateratenal from that State or both. According to dughorities,
it includes both and there are no obstacles text@dition of Mauritian nationals. This is suppalty the
fact that the Extradition Act does not specificghphibit the extradition of Mauritian nationalsu#orities
have confirmed that Mauritius has, indeed, extemtiKlauritian nationals in the past.

Cooperation for Prosecution of Nationals (applyirgy 39.2(b), c. 39.3):
1110. Mauritius is able to extradite its own nationalscsiterion 39.3 does not apply.

Efficiency of Extradition Process (c. 39.4):

1111. An extradition request is received by the MinigtfyForeign Affairs. If the Ministry is satisfieth
terms of Section 7, that the person is able taubeesdered, the request will be transmitted toAtierney
General’s office to be processed. The Attorney @iseoffice verifies that the request can be psseel in
terms of the Extradition Act, for example, that thquest is for a crime provided under the ExtrawiAct. If
the Attorney General is of the opinion that theeoffer is not liable to be surrendered, he may dewid to
proceed with the process of obtaining a warramtrggst. If the Attorney General's office decideptoceed
with the extradition he will inform a magistratetta request for the surrender of an offender bas Imade
and authorizes the magistrate to issue a warraatre$t for the offender. The magistrate may eitésrand
the offender in custody or release him on bail. itagistrate will hold a hearing on extradition resfwhere
the authenticated foreign warrant in respect offiender must be produced as well as proof ofigefit
evidence to satisfy the magistrate that the pelnssrbeen convicted of the extradition crime. Thgisteate
will also hear any evidence tendered by the offerifiehe magistrate is satisfied that the offenddrable to
be surrendered, he will make an order committirgatiender to prison until he is surrendered toftineign
state. The offender may not be surrendered befierestpiration of 15 days after the order for cortahivas
granted and he may, during that time, apply foriskae of a writ of habeas corpus. Depending omutireg of
the Supreme Court on the writ of habeas corpusiffieader will either be extradited or dischargeshi
custody.

1112. The process itself is lengthy and takes severakinsaw finalize. It was indicated that one reqdest
extradition was received in 2006. This requestiatd/et been finalized. Two to three staff memlaees
designated to deal with extradition requests astational basis. Considering the low number of esfsifor
extradition, it may not be practical to have det#idarained staff dealing only with extradition vegts.

Additional Element (R.39)—EXxistence of Simplified&cedures relating to Extradition (c. 39.5):

1113. The Act (Section8(b)) makes provision for requéstsurrender to be transmitted in a way that is
specified in the extradition treaty or, in the caa Commonwealth country, as may be agreed betiiee
two countries. There is no provision in the lediska prohibiting an extradition request that isdxhsn
warrants of arrest or judgments. The Act does hotvdor a simplified procedure of extradition abresenting
persons who waive formal extradition proceedings.

Additional Element under SR V (applying c. 39.5k 39, ¢ V.8)
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1114. Under the Convention for the Suppression of thaf@mg of Terrorism Act 2003 (CSFT Act), the
offenses relating to the financing of terrorisnamsextraditable offense under the Extradition Athe CSFT
Act provides further, that any extradition agreetniered into by Mauritius is deemed to includevision
for extradition for the offenses relating to theafincing of terrorism. Where there is no agreembatMinister
of Foreign Affairs may treat the International Cention for the Suppression of the Financing of diesm as
an extradition agreement between Mauritius andCibievention State. It specifically provides thaspiee the
provisions of the Extradition Act, the offensesat&lg to the financing of terrorism is deemed ob¢ a fiscal
offense or an offense of a political characterrooiense connected with a political offense oofianse
inspired by political motives(Section 8(5) of CSK€t).

1115. As mentioned above, Mauritius may extradite its mationals.

1116. The Extradition Act (S8(b)) makes provision for uegts for surrender to be transmitted in a way that
is specified in the extradition treaty or, in trese of a Commonwealth country, as may be agreadbetthe

two countries. There is no provision in the lediska prohibiting an extradition request that isdzhsn

warrants of arrest or judgments. The Extraditiom daes not allow for a simplified procedure of axition of
consenting persons who waive formal extraditiorcpealings.

Statistics (applying R.32):

1117. Mauritius has received three requests for ext@aditiuring the period 2004 to 2007. Two requests
made in 2005 where granted while the one requedenma2006 is still pending.

1118. The authorities were unable to provide a list ofr&tition treaties entered into by Mauritius.

Implementation and Analysis:

1119. Money laundering and offenses relating to terrdiigtncing are deemed extraditable offenses in
other pieces of legislation and are not specifyaadéntioned in the First Schedule. Although autiesihave
confirmed that an extension of the list of crimepdssible if crimes are deemed extraditable iergtieces of
legislation, for the sake of completeness, Mawitbould consider amending the First Scheduleclode
money laundering and terrorist financing.

1120. Although there have not been any requests for diXitva regarding money laundering and terrorist
financing, there is a concern about the abilityhef Mauritian authorities to handle such requeststimely
and effective manner.

6.4.2 Recommendations and Comments

The offenses of money laundering and terroristrioirag should be specifically mentioned in the First
Schedule.
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6.4.3 Compliance with Recommendations 37 & 39, and Spet¢iRecommendation V

Rating Summary of factors relevant to s.6.4 underlying overall rating

R.39 |LC There are concerns about the ability of the Mauritian authorities to handle
extradition requests in a timely and effective manner.

R.37 | LC It is recommended that money laundering and offenses relating to terrorist
financing be specifically mentioned in the First Schedule.

SR.V | LC Although there have not been any requests for extradition regarding terrorist

financing, there is a concern about the ability of the Mauritian authorities
to handle such requests in a timely and effective manner.

6.5 Other Forms of International Co-operation (R.40 & R.V)

6.5.1 Description and Analysis

Widest Range of International Cooperation (c. 40.1)

1121. In addition to exchanging information with the Fic#l Intelligence Unit, the Bank of Mauritius has
entered into several Memoranda of Understandinky @ther regulatory bodies.

1122. It has entered into six MoUs with the followingtitigtions for the sharing of supervisory
information, including information on money launithgr and terrorist financing:

The Commission Bancaire of France;

The Jersey Financial Services Commission;
The State Bank of Pakistan;

The Bank of Mozambique;

The South African Reserve Bank; and

The Central Bank of Seychelles.

1123. In addition, the Bank of Mauritius has signed doiimal agreement with the Reserve Bank of India
for the sharing of AML/CFT information.

1124. The Bank of Mauritius has approached another farsigpervisory authority to sign an MoU.

1125. Section 64(14) of the Banking Act 2004 states tiwdhing in Section 64 shall preclude the disclosure
of information by the central bank, under condiiarfi confidentiality, to a central bank or any athatity or
agency, by whatever name called, which performguhetions of a central bank in a foreign country the
purpose of assisting it in exercising functionsresponding to those of the central bank underAbis This
provision allows the Bank of Mauritius to providdarmation to international banking supervisorsetier or

not the supervisor is a central bank.

1126. Prior to the mission, the FSC was able to disciofgmation under section 33 of the Financial
Services Development Act. The FSC has enterecaimiamber of bilateral MOUs with foreign supervisory
bodies, including:
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(2) the Securities and Exchange Board ofdmdlirelation to Assistance and Mutual Cooperation;

(2) the Malta Financial Services Authority on theckange of Information for Mutual Assistance
and Co-operation in the Administration and Enforeatrof Securities and Insurance Laws;

3) the Committee of Insurance, Securities and bamk Financial Authorities (CISNA) on
exchange of information for surveillance and sugon (MMOU);

(4) the Financial Services Board of South Africaesigshange of information for co-operation and
consultation;

(5) the Pensions and Insurance Authority of Zambi@xchange of information for cooperation
and consultation;

(6) the Capital Markets Authority of Uganda on exabe of information for cooperation and
consultation;

@) the Namibia Financial Institutions Superviséwthority on exchange of information for
cooperation and consultation;

(8) the Securities and Exchange Commission of Zarmahiexchange of information for
cooperation and consultation;

(9) the Insurance Supervisory Department of Tarmzaniexchange of information for cooperation
and consultation;

(10) the Financial Intelligence Unit of Mauritius exchange of information;
(11) the Bank of Mauritius;
(12)  the Jersey Financial Services Commission;
(13) the Isle of Man Financial Supervision Commission;
(14) the Reserve Bank of Malawi;
(15) the Central Bank of Lesotho;
(16) the South Asian Securities Regulators Forum
1127. The FSC is a member of the International Orgarordir Securities Commissions and represents

Mauritius on the Emerging Markets Committee. Mausithas applied to become a signatory to IOSCO’s
Multilateral Memorandum of Understanding.

1128. Under section 87 of the new Financial Services280€17, the FSC may exchange information with a
supervisory body relevant to the enforcement ofégrilatory legislation in Mauritius. Any informati

provided may be given subject to conditions spediby the FSC including conditions restricting tise and
disclosure of the information imparted.
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1129. The FIU in Mauritius may exchange financial ingdihce either proactively or upon request from
other overseas FIUs or comparable bodies on the bfeciprocity and mutual agreement, pursuant to
Section 20 of FIAMLA. Comparable bodies are defiasdan overseas government agency with functions
similar to those of the FIU. The FIU may exchangerimation without a memorandum of understanding,
subject to the consent of its Board to countrighénSADC or members of the ESAAMLG, where law
enforcement agencies may be operating as a quasirRe FIU may also request information from Intgrp
either through the police in Mauritius or througreseas FIUs. The FIU is also able to proactivedgeminate
information to overseas FIUs or comparable bodiesugh the discretion provided by FIAMLA S30(2).

1130. The FIU has entered into 11 MOUs (details are plediin assessment of Rec 26.10 at Section 2.5.1).
Statistics on the FIU’s information exchanges waitlerseas counterparties is included at rec 26.8)

1131. The FIU is able to provide information it holdsgaedless of whether it is related to ML/TF. Where
the information (other than an STR) was provideddnfidence from an authority in Mauritius, the Fiulist
obtain the prior consent of that body (S20(5) ®fe€onsistent with S 20(4), the FIU requires avgreeas
FIU to obtain the prior consent of the MauritiatJFhould it wish to further provide the informatitmother
authorities.

1132. Interms of process, requests received by the Féldaalt with spontaneously where the nature of the
request is for the FIU to confirm whether the sabje known in the FIU’s internal databases. If teguest is

to gather information from public sources, the exjtis completed within a period of two weeks. Fhé also
provides law enforcement information to its coupéets (for example, criminal conviction, immigratio

details and customs details). This informationrisviled within two weeks of the receipt of a requéghe
information is to trace financial information framporting institutions, the request will be consigk subject

to background information received from the regngsEIU. Information will be disseminated withimpariod

of three weeks after consent of the Board of thé FI

1133. Inresponding to requests from overseas authqgrities=1U will pass on any information that it held
or that is available from commercial informatioruszes. Where information it holds has been proviggedn
authority, the prior consent of that authorityasight. The FIU is not empowered under the FIAMLA to
request information from a bank, cash dealer, fir@nnstitution, or member of relevant professan
occupation pursuant to a request made by an oxeFEan relation to a STR filed to that overse#id.H he
FIU may only seek the assistance of law officdrs,golice and other government agencies and persons
representing banks, financial institutions, cashlels, and members of the relevant professionsarpgations
under Section 11 (2) of the FIAML Act. There arelegal obligation for these authorities to provadsistance
to the FIU.

6.5.2 Recommendations and Comments

Provide the FIU with specific power to access infation, not already held by the FIU, in relationéquests
from overseas FlUs regardless of whether the reégekded to STR filings in the overseas country.
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6.5.3 Compliance with Recommendation 40 and Special Reconendation V

Rating Summary of factors relevant to s.6.5 underlying ove  rall rating

R.40 LC No information provided by the criminal justice area.

SR.V LC Although there have not been many requests for assistance in this regard, there
is a concern about the ability of the Mauritian authorities to handle
requests relating to the financing of terrorism in a timely and effective
manner.

7 OTHER |ISSUES
7.1 Resources and statistics

1134. The FIU produces a good range of statistical infidiom on the STRs and information it receives and
disseminates. Examples of the statistics that téd-able to produce are provided in the assessofahe
FIU (Section 2.5.1).

1135. The FIU has a staffing complement of 25. At thectiofi mission seven positions were vacant and
interviews were in process. The FIU’s structurappropriate to the functions it undertakes ancgcdbed
more fully in Section 2.5.1. The staff profile disyps a good level of qualifications and experier&teuctured
on-the-job training is also used. The FIU providedsiderable details of relevant training coursesnded by
FIU staff. Advertising material for the current @acies highlighted appropriate selection critdrike all
authorities in Mauritius, the FIU currently hasfailty in retaining and attracting staff due tansaerably
higher remuneration available in the growing finahservices sector.

1136. Staff of the FIU are subjected to a rigorous in@mand selection process and provide detailed
financial statements and take an Oath of Confidétytifor which breaches are an offense. Skill lexare
maintained through a combination of in-house tragrand access to external courses.

1137. While all the Police, ICAC, DPP, and judges do hseme knowledge of AML/CFT issues, the level
of expertise varies greatly from one institutiorthe other as well as within each institution frone person to
the other (see write-up under Recommendation 2ddtails on their staff). Further training and spkzation
on AML/CFT measures as well as on money laundeérgmgs and typologies is essential for all the auitiles
involved to enable Mauritius to fight more effeey against money laundering and terrorist finagcin
Training is needed at all stages of the investgatprosecution (in particular when the prosecuison
delegated by the DPP to the police and the ICA@)teal of money laundering cases. Training isipatarly
important for the ICAC, not only because it is grenary authority responsible for the investigatairmoney
laundering cases, but also because most of tHehstmfecently joined the ICAC. It is also worthrirtiening
that the ICAC’s current focus is mainly on corropti rather than on money laundering. Considerieg th
central role played by the ICAC in the overall ANtamework, additional focus on money launderingesds
highly recommended. Overall, the backlog in moraynbering investigations, in particular within thBSU,
and the length of time of the proceedings (fromitivestigative stage to sentencing) would also tend
indicate that current resources are not entirebgadte.

1138. The police and the ICAC maintain clear statistitmoney laundering cases but the DPP does not.

Rating Summary of factors relevant to Recommendations 30 and 32 and underlying
overall rating

R.30 PC Once the Bank of Mauritius has completed its current restructuring, its staff
complement will be complete.
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Further training on Mauritius’s AML/CFT framework and on money laundering as
well as terrorist financing trends and typologies should be provided to all
authorities involved in the fight against money laundering and terrorist
financing.

Compliant for the FIU.

Partially compliant for the police, ICAC, prosecution and judges—need for
further training on ML and TF trends and typologies and on AML/CFT
measures and for further requirements on integrity and ethics for ICAC,
prosecution and judges.

R.32 LC

Compliant for the FIU.
Compliant for the police and ICAC.
Non-compliant for the DPP

7.2 Other relevant AML/CFT measures or issues

7.3 General framework for AML/CFT system

(see also section 1.1)




Table 1. Ratings of Compliance with FATF Recommenda  tions

Forty Recommendations

Rating

Summary of factors underlying rating33

Legal systems

1. ML offense

PC

Some of the relevant requirements of the
Vienna and Palermo Conventions have not
been implemented in the FIAMLA nor in the
DDA (concealment and disguise of the “true
nature, source, location, disposition,
movement or ownership of, or rights with
respect to proceeds”);

8 out the 20 categories of designated
offenses are not predicate offenses in
Mauritius: Trafficking in adult human beings
and adult migrant smuggling; Sexual
exploitation of adults; Illicit arm trafficking;
lllicit trafficking in stolen goods and other
goods; Counterfeiting and piracy of products;
Environmental crime; Theft; Piracy;
Smuggling; Insider trading and market
manipulation;

A conviction for the ML offense under the
DDA requires prior conviction for the
predicate;

Lack of effective implementation.

2. ML offense—mental element
and corporate liability

LC

Effective implementation was not
established.

3. Confiscation and provisional
measures

PC

No provisions were made in the DDA and
the Acts dealing with the fight against
terrorism and terrorist financing for the
confiscation of property of corresponding
value;

Unclear whether instrumentalities and
property derived from an offense may be
confiscated;

No provision was made under the FIAMLA to
enable the confiscation of property owned by
third parties;

No provision was made under the DDA to
enable the confiscation of property owned by
third parties who are not family members of
the convicted person;

There are no measures in the DDA to
ensure the protection of the rights of bona
fide third parties;

Lack of effectiveness (no assets forfeited so
far).

Preventive measures

4.  Secrecy laws consistent with the

C

This recommendation is fully met.

3 These factors are only required to be set out whemating is less than Compliant.
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Recommendations

5. Customer due diligence

PC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully;

Some elements are not included in law or
regulation (some provisions on when to
undertake CDD, verifying the beneficial
owner, determining the natural persons who
ultimately own or control the customer,
ongoing due diligence);

The Guidance Notes/Codes do not require
CDD information to be kept up to date and
relevant or require consideration of whether
an STR should be made if an institution
cannot obtain CDD information. The
Guidance Notes/Codes do not limit delay to
the verification of identity when this is
essential not to interrupt the normal course
of business and do not require consideration
to be given to making a suspicious
transaction report when CDD requirements
cannot be complied with.

6. Politically exposed persons

PC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully;

The Guidance Notes do not apply the
definition of PEPs in all circumstances (e.qg.
family and associates in all circumstances
beneficial owners and obtaining their source
of wealth and funds of beneficial owners)
and do not require senior management
approval for persons who become a PEP
after the commencement of a relationship;

The Codes do not cover close associates
and beneficial owners — including obtaining
their source of wealth and funds.

7. Correspondent banking

PC

The Guidance Notes contain do not require
financial institutions to determine the
respondent’s reputation from publicly
available information; to gather information
on whether a respondent has been subject
to an investigation or regulatory action;
senior management approval to be obtained
for new correspondent relationships; for the
respective AML/CFT responsibilities of the
correspondent and respondent to be
documented for institutions in payable —
through accounts to satisfy themselves
adequate CDD obligations have been
performed on customers with direct access
to the accounts of the correspondent
financial institution.

8. New technologies & non face-to-
face business

PC

Not all financial institutions are covered,
some institutions regulated by FSC have not
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implemented the Codes fully;

The Guidance Notes and Codes do not
require institutions to have policies in place
to prevent the misuse of technological
developments.

9.  Third parties and introducers

LC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully;

The Guidance Notes and Codes do not
require the necessary information to be
obtained by financial institutions; or that all
introducers should be regulated and
supervised and subject to the relevant FATF
Recommendations.

10. Record-keeping

LC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully.

The provisions on record keeping in law or
regulation and the Guidance Notes and
Codes do not contain points of detail across
a number of the Criteria. Law or regulation
does not require the necessary records for
institutions other than those regulated by the
Bank of Mauritius to be kept by all financial
institutions for longer than five years if
requested by a competent authority, account
files or business correspondence, are not
required to be maintained; there is no
requirement for the timely basis in respect of
which all customer and transaction records
are available.

11. Unusual transactions

PC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully;

The regulations, Guidance Notes and Codes
contain provisions on complex, unusual
large transactions, but the Guidance Notes
do not include the need to examine the
background and purpose of such
transactions, and neither the Guidance
Notes nor the Codes require findings to be
available for competent authorities and
auditors for five years.

12. DNFBP-R.5, 6, 8-11

NC

Unlike the situation with banks and financial
institutions (which include FSC supervised
TCSPs) FIAMLA's general measures to
prevent ML or FT , customer identification
and record keeping have not been given any
specificity and hence lack practical effect in
the FIAMLA Regulations or other regulatory
requirements;

Prescribed obligations for CDD, PEPs, non
face to face transactions, risks associated
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with new technology, use of
intermediaries/introducers, documentation of
review of complex or unusual transactions,
and record keeping obligations in FIAMLA
do not extend beyond the management
companies and qualified trustees licensed
and supervised by the FSC;

The shortcomings identified in the legal
CDD requirements placed on the FSC'’s
licensees in the Insurance and Securities
sectors equally apply to Management
Companies and Qualified Trustees (refer
recs 5,6, 8-11 in Section;3)

Local real estate agents, including IRS
developers selling high value property to
overseas purchasers, are not subject to
sufficient legal obligation to undertake
appropriate CDD or record keeping
requirements;

Casinos’ record keeping provisions to not
meet the standard as they do not enable
individual customer transactions to be
recreated or held for the 5 year period,;

The GRA has yet to issue any Regulatory
Guidance on AML/CFT obligations, pursuant
to its rule making powers;

13. Suspicious transaction reporting

PC

Not all categories of Fl are subject to STR
reporting obligation:

Concerns regarding the low level of reporting
and delays in reporting to the FIU;

Unclear that the FIMALA reporting obligation
extends to individuals, in their capacity of
director, employee, agent or other legal
representatives of a reporting institution

14. Protection & no tipping-off

This Recommendation is fully met.

15. Internal controls, compliance &
audit

PC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully;

The Guidance Notes and Codes provide
strong elements on internal control;

The Guidance Notes and Codes do not
contain requirements on ongoing training on
ML/FT techniques, methods and trends or
on screening procedures when hiring new
employees;

16. DNFBP-R.13-15 & 21

PC

The reporting obligation does not extend to
real estate agents, including promoters
involved in development and selling of high
value properties to foreign buyers;

The shortcomings for the Codes for the
Insurance and Securities sectors —
requirements for on going training,
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recruitment and audit equally apply to the
FSC'’s codes for management companies
(Section 3.8.3 refers)

Shortcomings in the CDD requirements for
non FSC supervised DNFBPs weaken the
capacity of such businesses /professions to
identify potentially suspicious transactions;

The FIU’s statistics indicate a possible level
of under-reporting of STRs;

Unclear that the FIMALA reporting obligation
extends to individuals, in their capacity of
director, employee, agent or other legal
representatives of a reporting institution

Except for the FSC’s Codes that apply to the
TCSP sector, no AML/CFT Guidance has
been issued to assist the remaining DNFBP
categories of the requirements for internal
controls, audit or staff screening and
training;

Except for the FSC's role with TCSPS, there
is no designated authority or mechanism to
advise DNFBPS of high risk jurisdictions.

Auditing profession concerns regarding
tipping off

17. Sanctions

LC

Breaches of the FSC’s Codes have been
subject, until mid way through the
assessment, to a narrow range of sanctions
(directions and revocations). There were
some implementation issues at financial
institutions visited by the mission. Until mid
way through the mission, the whole the
sanctions framework in respect of the Codes
is not effective, proportionate and
dissuasive, and they are not broad and
proportionate to the severity of a situation;
the new framework which came into effect
mid way through the mission, could not be
judged for effectiveness.

18. Shell banks

This Recommendation is fully met.

19. Other forms of reporting

This Recommendation is fully met.

20. Other NFBP & secure
transaction techniques

This Recommendation is fully met..

21. Special attention for higher risk
countries

PC

Not all financial institutions are covered,
some institutions regulated by FSC have not
implemented the Codes fully;

The regulations, Guidance Notes and Codes
contain strong provisions on enhanced due
diligence and non-equivalent jurisdictions,
but there is no requirement to examine the
background and purpose of transactions that
have no apparent or lawful purpose, and for
written findings to be available to competent
authorities.
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22. Foreign branches & subsidiaries

NC

Not all financial institutions are covered.

The Codes contain no provisions on the
application of AML/CFT standards to
branches and subsidiaries of Mauritius
institutions;

Despite a very positive approach to
consolidated supervision by the Bank of
Mauritius, the requirements of
Recommendation are not met by law,
regulation or other enforceable means.

23. Regulation, supervision and
monitoring

PC

Insurance intermediaries, have not been
subject to on-site inspections sanction
available to the FSC and the lack of
application of these powers means that the
non-banking/cash dealer framework is not
effectively implemented,;

Providers of money transfer services and
money or currency changing services are
licensed and subject to on-site inspections
but the provisions are not explicit and the
legal framework does not include providers
of value transfer services;

Some types of financial activity covered in
the FATF definition, such as lending and
financial leasing business, are not covered in
the AML/CFT framework by law, regulation
or other enforceable means, while other
institutions are not subject to either
AML/CFT or regulatory oversight (such as
credit cooperatives).

24. DNFBP—regulation, supervision
and monitoring

NC

Lack of designated supervisory or monitoring
authority for AML/CFT purposes for the non
FSC and GRA supervised sectors

The casino sector has yet to be subject to
effective regulation and supervision;

Professional sectors are not regulated or
supervised for AML/CFT purposes;

There is no effective on-going monitoring for
AMLCEFT risk for the local real estate sector;

The FRC has yet to implement any effective
inspections and MIPA is under resourced to
carry out other than a cursory monitoring
role.

Shortcomings in the current implementation
of TCSP monitoring and supervision.

25. Guidelines & Feedback

LC

Whilst the FSC has provided appropriate
guidance to the global TCSP sector, there is
a lack of any guidance to the other
categories of DNFBP.

The FSC’s Guidance for Management
Companies lack specific indicators for FT.

The FIU ‘s provides limited, value added
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feedback to the reporting sectors on the
STRs it receives, in part because of the
limited feedback it receives from the
investigatory authorities, in particular ICAC
which considers itself constrained by the
confidentiality provisions of POCA.

Institutional and other measures

26. The FIU

LC

Concern exists over FIAMLA's legal
framework that potentially limits the
Director’s operational autonomy to
disseminate because of the way in which it
prescribes the respective roles of the Board
and Director. Similar concern over the
documentation of the Board’s arrangements
and role in appointing staff to the FIU. In
terms of practice no evidence of undue
external influence was noted.

The FIU’s written guidance to reporting
institutions to fulfill their reporting obligations
needs to be updated to reflect all the
categories of institutions, businesses and
professions that are subject to the FIAMLA
reporting obligation.

The FIAMLA s10(2) is currently interpreted
to limit the scope of the FIU to provide
guidance on ML/FT indicators. Accordingly
reporting institutions not subject to
monitoring by a designated AML/CFT
supervisory authority such as the BOM or
FSC, do not have assistance on ML/FT
indicators specific to their sectors. (For
assessment of AML/CFT Guidance provided
by non-FIU authorities see R.25.1)

Statistics indicate under reporting from
various sectors and general tardiness in
reports being provided to the FIU — this limits
its access to timely financial information.

Lack of on-line access to many data sources
and relatively lengthy process in obtaining
information from Police and some other
authorities.

Lack of feedback from Police plus lack of
legal gateway with ICAC limits the FIUs
access to useful feedback as to the value of
their cases and work — and to this potential
source of information.

No gateway for disclosure of Customs
Currency Disclosure information to the FIU

Legal obstacles prevent the FIU from
obtaining further information with respect to
non STR related requests from the
authorities

Current practice re dissemination on ML split
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between ICAC and Police appears to cause
a level of confusion and demarcation and
possible potential duplication between the
investigatory authorities.

27. Law enforcement authorities

LC

The role of the Fiscal Unit (Central CID) is
not entirely clear and the relevance of the
Unit in the AML framework was not
established.

28. Powers of competent authorities

LC

The process by which the investigative
authorities may be granted orders for
disclosure seem unnecessarily lengthy.

The timing of attachment measures does not
always seem to be appropriate, with orders
for attachment being requested or being
granted too late.

29. Supervisors

PC

The Bank of Mauritius has powers to monitor
and ensure compliance but the on-site
inspection and sanctions powers available to
the FSC were narrow until part way through
the onsite visit;

The FSC did not have adequate powers of
enforcement and sanction until part way
through the onsite visit; the new framework
which came into effect mid way through the
mission, could not be judged for
effectiveness.

Not all financial institutions are regulated for
AML/CFT purposes and subject to onsite
inspections

30. Resources, integrity, and training

PC

Once the Bank of Mauritius has completed
its current restructuring its staff complement
will be complete.

Further training on the Mauritius’ AML/CFT
framework and on money laundering as well
as terrorist financing trends and typologies
should be provided to all authorities involved
in the fight against money laundering and
terrorist financing.

Compliant for the FIU.

Partially compliant for the police, ICAC,
prosecution and judges — need for further
training on ML and TF trends and typologies
and on AML/CFT measures and for further
requirements on integrity and ethics for
ICAC, prosecution and judges.

31. National co-operation

PC

Formal communication and exchange of
information between ICAC and the other
relevant authorities is prohibited; lack of
regular engagement by the FIU with the
appropriate supervisory or professional
bodies other than the FSC and BOM.

32. Statistics

LC

No statistics available from the DPP
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33. Legal persons-beneficial owners

LC

Timely access to beneficial ownership and
control information is not available for
category one and category two global
business license holders through law
enforcement as court orders may take up to
four weeks to obtain in an urgent case.

34. Legal arrangements — beneficial
owners

LC

Timely access to beneficial ownership and
control information is not available for all
legal persons through law enforcement as
court orders may take up to four weeks to
obtain in an urgent case; on onsite
inspections, the FSC is not reviewing
information on trusts held by management
companies in certain circumstances.

International Cooperation

35. Conventions

PC

The relevant provisions of the Vienna and
Palermo Conventions have not been fully
implemented.

36. Mutual legal assistance (MLA)

LC

There are concerns that Mauritian authorities
have not appointed dedicated staff that are
appropriately trained in AML/CFT issues to
specifically handle mutual legal assistance
requests.

There are concerns on the efficiency of
processes, particularly with regard to the
time needed to obtain, where relevant, the
necessary judge’s order where a country
requires the assistance urgently.

No provision for avoiding conflict of
jurisdiction.

37. Dual criminality

LC

It is recommended that money laundering
and offenses relating to terrorist financing be
specifically mentioned in the First Schedule.

38. MLA on confiscation and
freezing

LC

No provision for the establishment of a Asset
Forfeiture Fund.

39. Extradition

LC

There are concerns about the ability of the
Mauritian authorities to handle extradition
requests in a timely and effective manner

40. Other forms of co-operation

LC

No information provided by the criminal
justice area

Nine Special Recommendations

SR.I Implement UN instruments

PC

The ICSFT has only been partly
implemented.

The procedures in place for UNSCR 1267
and 1373 are not fully in line with the
standard and UNSCR 1267 is not
implemented in a satisfactory manner.

SRL.II Criminalize terrorist financing

LC

The TF offense is broad, however:

Not all the relevant UN Conventions have
been ratified and fully implemented,

The YF offense does not cover funding of
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individual terrorists;

A link with the specific terrorist act seems
necessary to apply the TF offense;

Overall effectiveness was not established.

SR.III  Freeze and confiscate
terrorist assets

NC

The procedures in place are not effective
and would not enable the freezing without
delay funds and other assets of persons
designated under UNSCR 1267.
Dissemination to the financial institutions
may take up to a few weeks upon
amendment of the UNSC consolidated list;

There are no effective procedures in place to
freeze without delay terrorist funds or other
assets of persons designated in the context
of UNSCR 1373;

There are no effective procedures in place to
examine and, if appropriate, give effect to
freezing actions initiated by other
jurisdictions;

There are no effective systems for
communicating actions taken under UNSCR
1373 and actions initiated by other
jurisdictions;

Lack of clear guidance;

There are no effective and publicly-known
procedures for considering de-listing
requests;

There are no effective and publicly-known
procedures for unfreezing;

There are no effective procedures in place to
ensure the protection of the rights of bona
fide third parties;

No dissemination mechanism under UNSCR
1373;

Lack of overall effectiveness.

SR.IV  Suspicious transaction
reporting

PC

Not all categories of Fl are subject to STR
reporting obligation

Unclear that the FIMALA reporting obligation
extends to individuals, in their capacity of
director, employee, agent or other legal
representatives of a reporting institution.

SR.V  International cooperation

LC

Although there have not been many
requests for assistance in this regard there is
a concern about the ability of the Mauritian
authorities to handle requests relating to the
financing of terrorism in a timely and
effective manner.

Although there have not been any requests
for extradition regarding terrorist financing,
there is a concern about the ability of the
Mauritian authorities to handle such requests
in a timely and effective manner.
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SR.VI AML/CFT requirements
for money/value transfer services

NC

Banks and cash dealers are regulated by the
Bank of Mauritius and subject to on-site
inspections but the legal provisions covering
money transfer services are not explicit and
the legislation does not cover value transfer
service providers:

The Bank of Mauritius Guidance Notes
require some enhancements;
The sanctions framework needs to

unambiguously apply to MVT service
operators.

SR.VIl  Wire transfer rules

PC

While the Bank of Mauritius has
implemented the legislative framework to
cover wire transfers to date, this legislative
framework does not explicitly cover all non-
banks or the ability to sanction. The
Guidance Notes do not include a
requirement that, in some cases, the
beneficiary financial institution should
consider restricting or terminating its
business relationship with financial
institutions that fail to meet SR.VII
standards.

SR.VIII Nonprofit organizations

NC

No review of adequacy of laws to ensure
that NPOs are not being misused for terrorist
financing by virtue of their activities; no
outreach conducted to NPOs; no sanctions
applied to NPOs for failure to comply with
the provisions of the relevant laws; record
keeping requirements is for a period of three
years only; no gateways for sharing non-
public information with domestic ministries
and authorities.

SR.IX Cross Border Declaration &
Disclosure

PC

Very limited outbound disclosure system; no
gateways for disclosure of information to the
FIU or to foreign customs services; currently
no ability to check passengers against the
UN 1267 lists.




Table 2. Recommended Action Plan to Improve the AML  /CFT System

FATF 40+9 Recommendations

Recommended Action (in order of priority within each section)

1. General

2. Legal System and Related
Institutional Measures

Criminalization of Money
Laundering (R.1, 2, & 32)

Ensure that all the material elements of the money
laundering offense listed in the Vienna and Palermo
Convention are covered by including the concealment or
disguise of “true nature, source, location, disposition,
movement or ownership of or rights with respect to
proceeds;”

Ensure that the crime of money laundering apply to all
serious crimes and that the following acts and activities
constitute predicate offenses to money laundering:
Trafficking in adult human beings and adult migrant
smuggling; Sexual exploitation; Illicit arm trafficking; lllicit
trafficking in stolen goods and other goods; Counterfeiting
and piracy of products; Environmental crime; Theft;
Piracy; Smuggling; Insider trading and market
manipulation;

Although the notion of “fraud” under the standard is
adequately covered under Mauritian law by the swindling
crime, it is recommended that the authorities also include
embezzlement as a predicate offense for money
laundering at least where it constitutes a serious offense
due to the large amounts of funds involved;

Ensure that Section 188 of the Criminal Code is applied as
and when appropriate and reconsider the implementation
of the Palermo Convention;

For the sake of clarity, amend the text of the DDA and
explicitly specify that the property covered by the money
laundering offense under the DDA covers all assets of
every kind, whether corporeal or incorporeal, moveable or
immoveable, tangible or intangible, and legal documents
or instruments evidencing title to, or interest in such
assets;

Ensure that conviction for money laundering under the
DDA may also be secured in the absence of prior
conviction for the predicate offense;

Consider lowering the level of proof required under the
DDA in order to bring in line with the FIAMLA and ensure
that prosecutions under the DDA are not rendered
unnecessarily cumbersome;

Ensure that all authorities involved in the investigation,
prosecution and trial of money laundering cases are fully
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educated and trained on the specificities of the offense.

Criminalization of Terrorist
Financing (SR.ll & R.32)

Ratify and implement the Convention on the Physical
Protection of Nuclear Material of March 3, 1980, the
Convention on the Marking of Plastic Explosives for the
Purpose of Detection of March 1, 1991 and the
International Convention for the Suppression of Acts of
Nuclear Terrorism

Ensure that the terrorist financing offense also applies to
the direct or indirect provision or collections of funds by
any means with the unlawful intention that they be should
be used or in the knowledge that they are to be used in full
or in part by an individual terrorist;

Ensure that the terrorist financing offense does not require
that the funds be linked to a specific terrorist act;

Confiscation, freezing, and seizing
of proceeds of crime (R.3 & 32)

Provide for the confiscation of property of corresponding
value when forfeiture under the DDA and the POTA when
the property subject to confiscation under the DDA and
the POTA is not available;

Ensure that instrumentalities and property derived from
the offense may be forfeited,;

Enable confiscation under FIAMLA to take place even
when the property subject to confiscation is owned by a
third parties;

Enable confiscation under the DDA to take place even
when the property subject to confiscation in owned by
third parties who are not family members;

Provide protection for the rights of bona fide third parties
who may be affected by a forfeiture measure under the
DDA, in a way which is consistent with the requirements of
the Palermo Convention

For the sake of clarity, amend Section 52 POCA with
respect to the premises and business places that ICAC
may search, and the material that ICAC may seize;

Freezing of funds used for terrorist
financing (SR.Ill & R.32)

Reconsider the mechanisms set out to implement UNSCR
1267,

Ensure that all financial institutions under the purview of
the FSC are immediately informed of all changes to the
consolidated list of terrorists under UNSCR 1267;




259

Ensure that all persons and entities designated by the UN
SC 1267 Committee are considered as terrorists and their
funds and other assets are immediately frozen upon
identification;

Establish clear mechanisms for the implementation of
UNSCR 1373;

Establish clear mechanisms to examine and, where
appropriate, give effect to the actions initiated under the
freezing procedures of other jurisdictions;

Ensure effective communication of all actions taken under
the freezing mechanism to all the financial sector,
including in cases other than the circulation of the 1267
lists;

Provide adequate guidance to the financial institutions and
other persons or entities that may be holding targeted
funds or other assets concerning their obligations under
the freezing mechanisms;

Set out effective procedures for considering de-listing
request and make the public;

Set out procedures for unfreezing in a timely manner the
funds or other assets inadvertently affected by the
freezing measures and make the public;

Set out procedures for access to funds in accordance with
UNSCR 1452;

Set out procedures to challenge freezing measures;

Take measures to ensure protection of the rights of bona
fide third parties;

Ensure effective monitoring of compliance with the
obligations under SR lIl;

The Financial Intelligence Unit and
its functions (R.26, 30 & 32)

Address the current administrative role of the Board so
that the Director has the ultimate authority to undertake all
actions in the exercise of all the functions provided to him
under the FIAMLA, including final authority to appoint staff
and make disseminations in all cases. Possibilities to
consider include: amending FIAMLA to remove the
consent provisions and replace this role to advisory, or
making the Board a formal part of the FIU answerable to
or appointed by the Director, or permanently delegating
the Board’s ‘consent’ role to the Director. The working
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arrangements of the Board should be documented.

Review and amend, where necessary, s. 81 of POCA to
allow ICAC to provide feedback to the FIU on the value of
disseminations in a manner that does not compromise
ICAC investigations.

Clarify whether the scope of FIAMLA s10(2)(c) legally
provides for the FIU to issue guidance on indicators of
suspicious transactions to assist financial institutions and
DNFBPs to meet their reporting obligations. The ability of
the FIU to provide such guidance should be seen as
complementing, rather than replacing, guidance issued by
the FSC, BOM or GRA. In the absence of supervisory or
monitoring authority being assigned for the remaining
DNFBP sectors, the FIU should be assigned the
responsibility for providing guidance on indicators and
typologies as part of its responsibility in providing
guidance on the manner of reporting.

Provide all reporting sectors with more specific indicators
of ML/TF based on sector and Mauritian characteristics.
This will require close co-operation between the FIU and
relevant authorities designated to provide such guidance
to the financial and DNFBP sectors. This encompasses
the BOM, FSC, GRA and any authority(s) or SROs
designated in future to provide AML/CFT Guidance to the
non-FSC supervised DNFBP businesses and professions.

Implement ways to improve the FIU’s access to timely
information by providing outreach in order to improve the
reporting performance of reporting institutions in those
sectors and institutions considered to be under reporting
or displaying poor reporting performance. This should
include providing feedback to the disciplinary bodies
referred to in s. 18(4) of FIAMLA and requiring them to
take a more proactive role, in partnership with the FIU, to
monitor and act on issues of non-compliance.

The FIU should seek to provide information to reporting
institutions when it makes a dissemination based on a
STR(s).

Clarify the legal position on the admissibility of STRs in
court proceedings, including the adequacy of the
provisions to protect the identity of persons who report
STRs to the FIU in good faith.

Encourage further use of appropriate tactical enforcement,
regulatory or disciplinary action by supervisory authorities
and police. Cases of long term systemic and unresolved
reporting performance should be brought to the attention
of the AML/CFT committee to encourage appropriate
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action.

Determine and make known the extent to which legal
privilege applies for the law practitioners.

Develop more appropriate gateways for the FIU to have
on-line, real time access to information from databases,
where possible and cost efficient..

Clarify the current FIAMLA s11(2) “consult powers and
seek assistance” power are sufficient to enable the
Director to obtain further information from other authorities
in those cases where the suspected suspicion of ML/TF
has arisen from disclosures made by the investigatory or
supervisory authorities.

For the wider efficiency perspective, consider providing
FIU with an administrative power to block transactions and
accounts suspected of ML/TF provide the Mauritian
AML/CFT system with a more responsive framework.

Provide the FIU with access to the disclosures of cash and
monetary instrument disclosures received by Customs.

Law enforcement, prosecution and
other competent authorities (R.27,
28, 30 & 32)

The authorities are recommended to reconsider the
division of money laundering cases (other than drug-
related cases) within the Central CID and, if the division is
maintained, ensure that the respective roles, functions and
powers of both units are clearly defined;

They are further recommended to ensure that attachments
orders may be provided on a timely basis;

In order to facilitate the investigations of money laundering
cases initiated on the basis of an STR, it is recommended
that the authorities ensure that all the relevant authorities
involved in the investigation, prosecution and trial of
money laundering cases have a common understanding
of the purpose and the use of the FIU reports as
intelligence (as opposed to evidence) which should
provide sufficient grounds to initiate and focus subsequent
investigations, as well as to obtain the necessary court
orders for disclosure of any necessary records, including
bank records.

It is also recommended that further training on the
Mauritius’ AML/CFT framework and on money laundering
as well as terrorist financing trends and typologies is
provided to all authorities involved in the fight against
money laundering and terrorist financing.

On a minor point and in order to avoid any confusion as to
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the initiation of ICAC-led investigations into money
laundering cases, is also recommended that the
authorities bring the wording of Section 19(1) (0) of the
POCA in line with the possibilities offered by Sections
45(2) (a) and 46(1) (a) of that same act

3. Preventive Measures—Financial
Institutions

Risk of money laundering or
terrorist financing

Customer due diligence, including
enhanced or reduced measures
(R.5-8)

The AML/CFT framework should be extended to cover the
full range of financial institutions (including cooperative
credit unions) defined as such by the FATF;

Law or regulation should be amended to state that
customer due diligence is required when there is suspicion
of money laundering in connection with non-occasional
transactions and where the institution has doubts about
the veracity or adequacy of previously obtained customer
identification documentation;

Law or regulation should be amended to require financial
institutions to verify the identity of the beneficial owner;

Law or regulation should be amended, so that for
customers that are legal persons or legal arrangements,
financial institutions should be required to determine the
natural persons who exercise ultimate effective control;

Law or regulation should be amended to require financial
institutions to conduct ongoing due diligence on the
business relationship;

Enhance the implicit language of the Guidance Notes to
make it explicit that for legal persons and legal
arrangements financial institutions should take reasonable
measures to understand the ownership and control
structure of the customer;

Amend the Guidance Notes and Codes to require financial
institutions to ensure that documents, data or information
collected under the CDD process is kept up to date and
relevant by undertaking reviews of existing records,
particularly for higher risk categories;

Amend the regulations made under FIAMLA to introduce
reduced or simplified measures for the life insurance
policies specified, or provide justifiable reasons for
retaining the provisions;

Amend the Guidance Notes and Codes to allow
verification of identity to be delayed provided that, inter
alia, this is essential not to interrupt the normal course of
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business;

Amend the Guidance Notes and Codes so that where a
financial institution is unable to comply with the CDD
requirements it should consider making a suspicious
transaction report;

In the circumstances specified in Criterion 5.16 require
financial institutions to terminate the business relationship
and consider making a suspicious transaction report;

The FSC should consider how to introduce an enforceable
obligation on financial institutions on the CDD
requirements for existing customers;

The Bank of Mauritius and the FSC should consider
enhancing the Guidance Notes and the Codes
respectively to use one form of language for enforceable
measures and one form of language for guidance;

Amend the Guidance Notes to extend the definition of
PEPs to include family and associates in all
circumstances, to extend the provisions to beneficial
owners who are PEPs (including obtaining source of
wealth and funds) and to require senior management
approval when a person becomes a PEP after the
establishment of the relationship;

Amend the Codes so that close associates of PEPs and
beneficial owners who are PEPs are covered (including
obtaining source of funds and of wealth), and to require
senior management approval when a person becomes a
PEP after the establishment of the relationship;

Amend the Guidance Notes so that financial institutions
determine the respondent’s reputation from publicly
available information and gather information on whether a
respondent has been subject to an investigation or
regulatory action; so that senior management approval is
obtained for new correspondent relationships; so that the
respective AML/CFT responsibilities of the correspondent
and respondent are documented so that financial
institutions in relationships involving payable — through
accounts are satisfied that the respondent has performed
all the normal CDD obligations in Recommendation 5 on
customers with direct access to the accounts of the
correspondent financial institution

Amend the Guidance Notes and Codes to require
institutions to have policies in place to prevent the misuse
of technological developments, and amend the Guidance
Notes to include ongoing due diligence to address the
specific risks of non-face to face business.
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Third parties and introduced
business (R.9)

The Guidance Notes and Codes should be amended so
that financial institutions obtain all rather than some of the
necessary information from third parties; the Codes should
be amended to refer to the requirements of the necessary
information.

The Guidance Notes and Codes should be amended so
that all introducers are regulated and supervised and
subject to the relevant FATF Recommendations.

Financial institution secrecy or
confidentiality (R.4)

Record keeping and wire transfer
rules (R.10 & SR.VII)

Law or regulations should be amended so that institutions
not regulated by the Bank of Mauritius are required to
maintain transaction records for longer than five years if
requested by a competent authority;

Law or regulation should be amended to require the
maintenance of account files and business
correspondence following the termination of an account or
business relationship; and to require that customer and
transaction records are available on a timely basis;

The banking legislation should be amended to include
explicit provisions on wire transfers providers into
legislation, which allow sanctions to be beyond question;

The Guidance Notes should be amended to include a
requirement that, in some cases, the beneficiary financial
institution should consider restricting or terminating its
business relationship with financial institutions that fail to
meet SR. VIl standards.

Monitoring of transactions and
relationships (R.11 & 21)

The Guidance Notes should be amended to require
institutions to examine as far as possible the background
and purpose of complex, unusual large transactions and
to set forth their findings in writing;

The Guidance Notes and Codes should be amended to
require institutions to keep their examination findings
available for competent authorities and auditors for at
least five years;

The Guidance Notes and Codes should be amended to
require institutions to, as far as possible, examine the
background and purpose of transactions that have no
apparent economic or lawful purpose and keep written
findings available to assist competent authorities.
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Suspicious transaction reports and
other reporting (R.13, 14, 19, 25, &
SR.IV)

The STR reporting obligation should apply to all
categories of businesses that currently undertake financial
activity, consistent with FATF definition of financial
institution;

At a minimum, seek legal or legislative remedy to remove
any discretion where STRs are to be evidenced in Court
proceedings, the names and identification details of staff
members of reporting institutions are excluded. Given
industry concerns, consider total exemption of STRs from
court proceedings

Revise FIAMLA section 14(1) to include reference to
individuals in their role of acting as director(s), agent,
employee or other legal representative of any bank,
financial institution, cash dealer or member of a relevant
profession or occupation ( for avoidance of doubt)

The AML/CFT Committee should consider ways to
improve the overall framework to enable the FIU to
receive timely knowledge on the overall value of its
disseminations.

The FIU’s Guidance Notes should be updated to include:
reference to a more immediate timeframe for reporting of
STRs and a more contemporary and wider range of
indicators and typologies. In the current absence of
meaningful local cases, the FIU could reference available
material from publications such as the various FATF and
FSRB typology reports.

The FIU should seek to improve the quality of STR
reporting by engaging more with the professional
associations and the gambling industry. A standing forum
involving the FIU and representatives from the various
sector supervisory bodies should be considered as one
means of improving the flow and sharing of information.

Cross Border Declaration or
disclosure (SR IX)

Apply the disclosure system to outbound cross-border
transport of currency;

Adopt a coordinated approach to passenger profiling using
an intelligence led model in conjunction with other law
enforcement agencies and develop better intelligence
though implementation of Advance Passenger
Information;

Revise the Customs law or regulations in order to provide
legal gateways for information sharing with the FIU and
international customs authorities
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Add “transit passengers” within the ambit of Section 131 of
the Customs Law to cover this specific risk;

Ensure there are proper legal gateways for coordination
with the FIU and with other enforcement agencies at both
the local and international levels and implement such
coordination.

Internal controls, compliance, audit
and foreign branches (R.15 & 22)

The Codes should be amended to provide that institutions
should be required to maintain an adequately resourced
audit function;

In addition to the existing provisions on training, the
Guidance Notes and Codes should be amended to require
institutions to provide ongoing employee training on ML
and FT techniques, methods and trends;

The Guidance Notes and Codes should be amended to
require institutions to put in place screening procedures to
ensure high standards when hiring employees;

The Codes should be amended to include provisions on
the application of AML/CFT measures to branches and
subsidiaries of Mauritius financial institutions in
accordance with Recommendation 22.

Shell banks (R.18)

The supervisory and oversight
system—competent authorities and
SROs
Role, functions, duties and powers
(including sanctions) (R.23, 30, 29,
17, 25, & 32)

The FSC should maintain awareness of the legal locus for
sanctions and the wider powers of sanction available to
the FSC under the new Financial Services Act should be
used to demonstrate the enforceability of the Codes and
that the powers are strong, proportionate and effective;

The Bank of Mauritius should consider whether its range
of sanctions is sufficiently broad and, if necessary add to
them or change existing sanctions, in order to complete its
array of sanctions in the context of the local business
environment;

The FSC should enforce the new Financial Services Act
and the insurance and securities legislation, in particular
the enhanced provisions on fithess and propriety and be
able to object to controllers, shareholders, directors and
senior managers before rather than after the event;

Persons providing value transfer services should be
licensed or registered and subject to effective systems for
monitoring and ensuring compliance with the national
requirements to combat ML and FT;

The types of financial institution in the FATF definition not
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covered by the FIAMLA, underlying regulations and
Codes, such as lenders and financial leasing institutions,
should be brought into the framework and subject to law,
regulation and other enforceable means as appropriate;

The FSC should continue with its on-site inspection
program, using the improved provisions for inspections in
the new Financial Services Act;

The FSC should use more detailed inspection
guides/questionnaires in order to help structure the
inspections and to comprehensively implement the
framework it administers;

The Bank of Mauritius should continue with its plans to
recruit more staff and the FSC should consider whether
more staff and additional training are necessary in order to
administer the Financial Services Act appropriately.

The Stock Exchange of Mauritius should continue with its
plans to continue investigatory capacity and the FSC
should seek to ensure that this capacity is in place during
its monitoring of the exchange.

The two supervisory bodies should maintain statistics
routinely on on-site inspections, sanctions and formal
requests for assistance.

Money value transfer services
(SR.VI)

The banking legislation should be amended to include
money and value service providers;

MVT service operators should be required by enforceable
means to maintain a list of agents;

The Guidance Notes on AML/CFT issued by the Bank of
Mauritius should be enhanced in the manner suggested in
section 3 of this report;

The recommendation on the sanctions framework
recommended in respect of Recommendation 17 should
be undertaken.

4.Preventive Measures—
Nonfinancial Businesses and
Professions

Customer due diligence and
record-keeping (R.12)

Undertake a co-coordinated and inclusive risk assessment
to identify and agree the ML/TF risks and vulnerabilities
that Mauritius faces and, as a result of this, consider
qualifying the activities that are to be subject to the
standard;

CDD and record keeping provisions of the current
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AML/CFT regulations be extended to all the DNFBP
categories currently defined in the FIAMLA definition of
“member of the relevant profession or occupation;”

Real estate agents should be included in the FIAMLA
definition;

The risks associated with IRS related resales need to be
addressed, possibly through inclusion of IRS
developers/sales agents in the FIAMLA.

Shortcomings identified in the CDD provisions that apply
to financial institutions (Recs 5, 6, 8 -11 in Section 3)
should be considered and remedied, where relevant to the
TCSP business regulated by the TCSP.

Grandfathered casino licensees should be provided with

the necessary AML/CFT directions and conditions placed
on licenses re: possible revocation or suspension for non
compliance.

Appropriate and timely outreach educational programs be
conducted should the recommended enhancements be
made to CDD measures placed on the sectors not
supervised by the FSC.

Suspicious transaction reporting
(R.16)

The categories of DNFBP sector not supervised by the
FSC should have rules laid down covering elements of
training, policy and procedures, recruitment and internal
controls. The level and degree of internal controls needs
to be appropriate to the resources and risk level.

Prescribe specific CDD requirements for the non TCSP
categories of the DNFBP sector to reinforce the capacity
for such businesses to identify potential suspicious
transactions;

Amend FIAMLA s3 to include reference to FT.

Clarify, define and educate relevant professional
categories as to the application of legal privilege as it
applies to the obligation to provide STRs to the FIU;

Review and address the situation raised by the auditing
sector regarding the potential tipping off implications
following removal from audit following reporting of an STR;

Address the shortcomings in the FSC Codes identified in
Section 3;

Extend the STR reporting obligation to the real estate
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sector;

Designate a competent authority(s) to provide guidance
on internal controls to the non-TCSP and casino sectors;

Designate an authority to have responsibility for
maintaining and distributing the list of equivalent
jurisdictions to the DNFBPs not supervised by the FSC;

Seek common understanding on the possible gaps in
reporting levels and the delay in the timing of disclosures
to the FIU with private sector representatives and
authorities represented on the AML/CFT Committee.

Institute appropriate mechanisms so that the FIU may
share information regarding reporting performance with
the various professional bodies; The FIU should provide
designated sector supervisory authorities and relevant
industry associations or professional bodies with a more
contemporary and wider range of indicators and
typologies. In the current absence of meaningful local
cases, the FIU could reference available material from
publications such as the various FATF and FSRB
typology reports;

Disciplinary authorities referenced in FIAMLA s18(4)
should be expanded to cover the DNFBP sector and then
develop an appropriate outreach program for each
category of DNFBP;

The GRA should issue directions to its licensees regarding
AMLCFT relevant controls, audit and staff training and
screening requirements,

The downward trend in the reporting levels from MCs
should be reviewed as part of the future FSC risk based
supervision program.

Regulation, supervision,
monitoring, and sanctions (R.17,
24, & 25)

Supervision and Monitoring (R.24)

Clarify the role of the various professional bodies with
respect to FIAMLA s18(4) and consider how such bodies
can monitor and supervise their respective members’
adherence to the AML/CFT requirements.

Ensure that all persons conducting activities to be caught
by the standard are properly licensed (for example real
estate agents and persons performing accounting
services);

Designate an authority or body to oversee AML/CFT
matters with respect to the other categories of DNFBPs,
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namely real estate agents and dealers in precious metal
and stones (jewelers). Determination of the appropriate
body and the level of oversight or monitoring should follow
an assessment of the relative risks of ML/TF in the
business practice, transactions and customer profile of the
respective underlying activities and the extent to which
such risks are already mitigated through other means.

Consider expanding the role of the FIU with respect to any
DNFBP sector where an existing body is not willing or
resourced to perform such a monitoring or oversight role.

The GRA Board, when constituted, should give priority to
integrating specific AML/CFT requirements into its
licenses and fully staff its inspectorate function.

The GRA should review, as a matter of priority, the “fit and
proper” status of all relevant senior managers in all
casinos.

Guidance (R. 25):

Designate an appropriate authority(s) to develop and
provide guidance on AML/CFT requirements to the
DNFBP sectors not regulated by the FSC.

Consider expanding the function of the FIU to enable it to
either undertake issuing guidance for all DNFBP sectors
or in conjunction with designated professional bodies.

Enhance Appendix VI of the FSC’s Codes for
Management Companies to include: indicators of terrorist
financing and indicators that take account of the sector’s
context and jargon: products, processes and customer
profile;

Consider providing a level of administrative sanction
power to the disciplinary authorities described in FIAMLA
s18(4) for failure to comply with any guidance issued by
the appropriate authorities designated to issue such
guidance.

The GRA should give priority to issuing appropriate
AML/CFT guidance under its new powers, including the
development of industry specific indicators (the FIU
should be consulted in this process)

Other designated non-financial
businesses and professions (R.20)

Undertake an assessment of the ML/TF risks that may
currently exist in the Mauritian financial and business
sectors. Use known international typology studies and
input from both authorities and the affected business
sectors.
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Consider refining the current FIAMLA occupational based
definitions to focus on the underlying financial activities
and business processes that present the key risks. Adopt
a cost/benefit approach to any proposal to extend the
categories.

Review procedures regarding sales by levy of real
property.

5. Legal Persons and
Arrangements & Nonprofit
Organizations

Legal Persons—Access to
beneficial ownership and control
information (R.33)

Access to beneficial ownership and control for all legal
persons should be available in a timely fashion for all
companies, not only those who are required to have
publicly available information at the Company Registrar’s
Office.

Legal Arrangements—Access to
beneficial ownership and control
information (R.34)

Access to beneficial ownership and control for all legal
arrangements should be available in a timely fashion for
all companies.

The FSC should action their plans to conduct onsite
reviews of trust files during their inspections of
management companies.

Nonprofit organizations (SR.VIII)

ask for training to learn about anti-money laundering and
combating the financing of terrorism procedures,
typologies and monitoring/supervision techniques;

conduct a review of the adequacy of the laws on NPOs to
ensure that NPOs are not being misused for terrorist
financing by virtue of their activities;

conduct outreach to the NPOs in order to educate NPOs
about the risk of terrorist financing;

more systematically apply sanctions for failure to comply
with the provisions of the Registration of Associations Act;

request a change in the record keeping provisions of the
Registration of Associations Act so that records will be
required to be kept for five years instead of three; and,

request legal gateways in the Registration of Associations
Act to allow for information sharing both domestically and
internationally.

6. National and International
Cooperation
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National cooperation and
coordination (R.31 & 32)

FIU to engage in more bilateral and outreach meetings
with the professional bodies.

FIU to consider implementing a standing forum for
supervisory, professional oversight and law enforcement
authorities to focus on operational issues that would fall
outside the work of the AMLCFT committee.

Ensure that ICAC may communicate and exchange
information with other relevant authorities for the purposes
of their respective investigations by amending Section 81
of the POCA.

The Conventions and UN Special
Resolutions (R.35 & SR.I)

All three Conventions have been ratified but further work
is needed in order to implement them fully into Mauritian
laws.

The authorities are recommended to implement fully the
Vienna and Palermo Conventions in line with the
recommendations made under Recommendations 1 and
3, the ICSFT and UNSCR 1267 and 1373 in line with the
recommendations made under Special Recommendation
Il and III.

Mutual Legal Assistance (R.36, 37,
38, SR.V & 32)

The authorities should ensure that mutual legal assistance
is rendered in a timely fashion;

Mauritius should consider establishing an asset forfeiture
fund into which confiscated property under the MACRM
Act could be deposited.

Mauritius should amend its legislation to provide for
instances of conflicts of jurisdiction.

Extradition (R. 39, 37, SR.V &
R.32)

The offenses of money laundering and terrorist financing
should be specifically mentioned in the First Schedule.

Other Forms of Cooperation (R.
40, SR.V & R.32)

Provide the FIU with specific power to access information,
not already held by the FIU, in relation to requests from
overseas FIUs regardless of whether the request related
to STR filings in the overseas country.

7. Other Issues

Other relevant AML/CFT measures
or issues




Annex 1. Details of all Bodies Met on the on-site Mission

Ministries, other government authorities or bodies
Private Sector Institutions and others.

Ministries

. Solicitor General’'s Office

. Ministry of Foreign Affairs

. Police — CID (fiscal unit)

. Mauritius Revenue Authority — Customs Department
. Ministry of Foreign Affairs

. Prime Minister’s Office

. Ministry of Finance and Economic Development

Other Government Authorities

. National Committee for AML/CFT

. Financial Intelligence Unit

. Financial Services Commission

. Registrar of Associations

. Bank of Mauritius

. Registrar of Companies

. Drug Assets Forfeiture Office

. Gaming Regulatory Authority/Gaming Control Boand(tsition team)
. Financial Reporting Council

. State Law Office

. Independent Commission Against Corruption
. State Investment Corporation

. National Security Service

. Registrar of Cooperatives

. Board of Investment

Private Sector Institutions and Others

. Mauritius Institute of Professional Accountants
. Chamber of Notaries

. Ecocredit Finance Ltd.

. Law Society

. Stock Exchange of Mauritius

. Bar Council

. HSBC

. Banque des Mascareignes Ltee.
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Real Estate Association

Mauritius Bankers’ Association

Mauritius Commercial Bank

IFS Ltd.

Standard Chartered Bank (Mauritius) Limited

IMM Ltd.

Thomas Cook (Mauritius) Operations Company Limited
Capital Asset Management Ltd.

De Chazal du Mee (acctg./auditing)

Appleby Hunter

MCB Stockbrokers

CIM Stockbrokers

Swan Insurance

Mauritius Leasing

CIM factors

Mauritius Institute of Professional Accountants

Institute of Chartered Secretaries & Administradigauritius Branch)
Alexander Forbes (Mauritius) Ltd.
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Annex II: List of all laws, regulations and otheaterial received

MAURITIUS STATUTES, REPORTS AND GUIDELINES DEALING WITH AML/CFT
TABLE OF CONTENTS

1. CODES

1.1 The Criminal Procedure Act 1853

1.2. The Criminal Code 1838

1.3. The Criminal Code (Amendment) Act 2003

2. Criminal (including AML/CFT) Laws

2.1. The Financial Intelligence and Anti Money Laundgri\mendment) Regulations 2006
2.2. The Prevention of Corruption Amendment Act 2006

2.3. The Convention for the Suppression of the Finanoingerrorism Act 2003
2.4. The Financial Intelligence and Anti Money LaundgriRegulations 2003
2.5. The Mutual Assistance in Criminal and Related Mat#ct 2003

2.6. The Prevention of Terrorism Regulations 2003

2.7. The Financial Intelligence and Anti Money Laundgrikct 2002

2.8. The Prevention of Corruption Act 2002

2.9. The Prevention of Terrorism Act 2002

3. Commercial Laws

3.1. The Finance Act 2007

3.2. The Companies (Amendment) Regulations 2006

3.3. The Customs (Amendment) (No. 2) Regulations 2006
3.4. The Freeport Act (2004)

3.5. The Financial Services Development (Amendment)20€5
3.6. The Financial Services Act (2007)

3.7. The Insurance Act 2005

3.8. The Protected Cell Company Act 2005

3.9. The Summary of the Insurance Act

3.10. The Securities Act 2005

3.11. The Summary of the Securities Act 2005

3.12. The Banking Act 2004

3.13. The Bank of Mauritius Act 2004

3.14. The Companies Act 2001

3.15. The Financial Reporting Act 2004

3.16. The Industrial Relations (Amendment) Act 2003

3.17. The Financial Services Development Act 2001

3.18. The Income Tax Act 1995

3.19. The Declaration Assets Act 1991

3.20. Registration of Association Act (not yet received)
3.21. Employees Superannuation Fund Act (not yet recgived

4. Laws Relating to DNFBPs

4.1. The Gambling Regulatory Authority Bill 2007
4.2. Mauritius Law Society Act 2005

4.3. The Gaming Act 2004
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4.4, The Mauritius National Lotteries Act 2004

4.5, The Horse Racing Board Act 2003

4.6. The Dangerous Drugs Act 2000

4.7. Law Practioners Act 1985

4.8. Mauritius Bar Association Act 1982

4.9. Notaries Act 1942

4.10. The Jewellery Act (2007)

4.11. The Investment Promotion Act (Consolidated vergiagust, 2007)

5. Regulations and Guidelines

5.1. Bank of Mauritius Guidance Notes on Anti-Money Ldaring and Combating the
Financing of Terrorism for Financial Institution805

5.2. Code on the Prevention of Money laundering & Testdfinancing intended for
Investment Businesses {13uly 2005)

5.3. Code on the Prevention of Money laundering & Testdfinancing intended for
Insurance Entities (15July 2005)

5.4. Code on the Prevention of Money laundering & Testdfinancing intended for
Management Companies {13uly 2005)

5.5. FIU Guidance Note 1 Suspicious Transaction RepadB82

5.6. Financial Service Commission Guide to Complianceb@l Business Companies 2003
5.7. The Financial Services Development Regulations 2001

5.8. The Financial Services Development (Amendment de8ales) Regulations 2001
5.9. The Income Tax (Foreign Tax Credit) Regulations6L99

5.10. Investment Promotion (Integrated Resort SchemepR&gns 2002 & (Amendment)

Regulations 2005

6. Various

6.1. Brief on AML/CFT June 2007

6.2. Organizational structure of FIU June 2007

6.3. Report on the Setting up of the Mauritius Institotdirectors 2006

6.4. The Risks, Extent and Trend of Money Laundering Riméncing of Terrorism in
Mauritius, National Survey Report May 2006

6.5. Mauritius FIU Annual Report

6.6. Mauritius National Anti-Money Laundering and Comibgtthe Financing of Terrorism
Framework

6.7. SADC Protocol against Corruption

6.8. The Report on Corporate Governance for Mauritius
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Annex Ill:  Copies of Key Laws, Regulations and @tMeasures

Note: Only extracts from the Dangerous Drugs Act ad FIAMLA 2002 are enclosed due to
space constraints.

1. THE DANGEROUS DRUGS ACT(extract)

39. Money laundering
Every person who unlawfully -

(a) converts or transfers resources or goods derived &ny of the
offences specified in sections 30, 33, 35, 36 d&hdigh the aim
either of concealing or disguising the illicit angof the said goods
or resources or of aiding any person involved endbmmission of
one of those offences to evade the legal conseqaaidis
actions;

(b) renders assistance for concealing or disguisingémeiine nature,
origin, location, disposition, movement or ownepsbf the
resources, goods or rights thereto derived fromadriee offences
under this Part;

(c) acquires, possesses or uses goods and resouroesndrmhat

they are derived from one of the offences under Bairt,

shall commit an offence and shall on convictiorlidlele to a fine not
exceeding one

million rupees and to imprisonment for a term nateeding 20 years.
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2. FIAMLA 2002

LEGAL SUPPLEMENT to the Government Gazette of Mauritius No. 34 of 25t March 2002

THE FINANCIAL INTELLIGENCE AND
ANTI-MONEY LAUNDERING ACT 2002

Act No. 6 of 2002

l assent

K.A. OFFMANN

27 February 2002 President of the Republic

Section

RN —

N O~

9.
10.
.

a) Proclaimed by [Proclamation No. 31 of 2002] ¢.i.0. 10t June 2002

b) Amended by The Horse Racing Board Act 2003 [No. 23 of 2003] [c.i.0.
10th October 2003: P 25/03]

c) Amended by The Anti-Money Laundering (Miscellaneous Provisions)
Act 2003 [No. 34 of 2003 published in Govt. Gazette No. 94 of 27th
September 2003]

d) Amended by The Mutual Assistance in Criminal and Related Matters Act
2003 [No. 35 of 2003 [c.i.0. 15% November 2003: P 29/03]

e) Amended by The Finance Act 2005 [No 14 of 2005] c.i.o 10t November
2004

f) Amended by The Financial Intelligence and Anti-Money Laundering
(Amendment of schedule) Regulations 2004. [G.N. 48 of 2004 published
in the Govt. Gazette of Mauritius No. 36 of 17 April 2004.]

g) Amended by The Finance Act 2606 [No 15 of 2006 published in Govt.
Gazette No 71 of 7 August 2006]

ARRANGEMENT OF SECTIONS
PART | - PRELIMINARY
Short title
Interpretation

PART Il - MONEY LAUNDERING OFFENCES

Money Laundering
Conspiracy to commit the offence of money laundering

Limitation of payment in cash
Procedure
Jurisdiction

Penalty

PART Il - THE FINANCIAL INTELLIGENCE UNIT

Establishment of the FIU
Functions of the FIU
Exercise of functions of the FIU

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 1 of 28
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12. The Review Committee The Board Deleted and Replaced by[A 3(c) (i) 3412003

13. Dissemination of information to investigatory or supervisory authorities

PART IV - REPORTING AND OTHER MEASURES TO COMBAT MONEY LAUNDERING

14. Reporting obligations of banks, financial institutions, cash dealers and members of
relevant professions or occupations
15. Lodging of reports of suspicious transactions

16. Legal consequences of reporting

17. Other measures to combat money laundering

18. Requlatory action in the event of non-compliance

19. Offences relating to obligation to report and keep records and to disclosure of information
prejudicial o a request

PART IV A - NATIONAL COMMITTEE FOR ANTI-MONEY LAUNDERING AND
COMBATING THE FINANCING OF TERRORISM

19A  Establishment of National Committee
19B  Functions of the National Committee
19C  Meetings of the National Committee

Added by [A 3(h)/34/2003

PART V - PROVISION AND EXCHANGE OF INFORMATION IN RELATION TO
MONEY LAUNDERING AND FINANCIAL INTELLIGENCE INFORMATION

20. Membership of International financial intelligence groups and provision of information to
overseas financial intelligence units

2. Provision of information to investigatory or supervisory authorities

22. Reference of information by the supervisory authorities

PART VI .mutuaL assisTance anp EXTRADITION IN RELATION
TO CASES OF MONEY LAUNDERING
Deleted by [A 25(2)(a)/35/2003

" Providi - -

24 Obtaini 4 from- nirac
- g from-overseas-cou
2. quest notto be inv

Repealed by (A 25(2)(h)/35/2003]
29. Money laundering offence to be extraditable

PART VII - MISCELLANEQUS
30. Confidentiality

31, Declaration of assets
32. Immunity
33. Funding

34. Annual Report

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 2 of 28



35.  Regulations
36. Consequential amendments
37. Commencement

An Act

To provide for the establishment and management of a Financial Intelligence Unit and a
Review Committee to supervise its activities; to provide for the offences of money
laundering; to provide for the reporting of suspicious transactions; to provide for the
exchange of information in relation to money laundering; to provide for mutual assistance
with overseas bodies in relation to money laundering; and for matters connected therewith
and incidental thereto.

ENACTED by the Parliament of Mauritius, as follows -

PART | - PRELIMINARY

1. Short title
This Act may be cited as the Financial Intelligence and Anti-Money Laundering Act
2002

2 Interpretation
In this Act —

Deleted and replaced by [A 13(3!(i)i1412005

(a) has the same meaning as in the Banking Act 2004; and

{b) includes any person licensed under the Banking Act 2004 to carry
deposit taking business

B 0 it A

Deleted and replaced by [A 13(a)(i)/14/2005

“Bank of Mauritius” means the Bank of Mauritius established under the Bank of
Mauritius Act 2004;

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 3 of 28
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“Board” means the Board of the Financial Intelligence Unit constituted under
section 12;
Added by [A 3(a)(iii)/34/2003
"cash" -
(a) means money in notes or coins of Mauritius or in any other currency; and

{b) includes any cheque which is neither crossed nor made payable to order
whether in Mauritian currency or in any other currency;

foreign-exchange dealerormeney changer;

Deleted and replaced by [A 13(a) i)/14/2005

“cash dealer” has the same meaning as in the Banking Act 2004;

"Commission" means the Independent Commission Against Corruption established under
the Prevention of Corruption Act 2002,

‘comparable body” means an overseas Government agency with functions similar
to those of the FIU;

Added by [A 3{(a)(iii)/34/2003
"crime’ -
{a) has the same meaning as in the Criminal Code;

{b) includes an activity carried on outside Mauritius and which, had it taken place in
Mauritius, would have constituted a crime; and

{c) includes an act or omission which occurred outside Mauritius but which, had it
taken place in Mauritius, would have constituted a crime;

“Director” means the Director of the FIU appointed under section 9;
Added by [A 3{(a)(iii)/34/2003

"exempt transaction" means transaction -
(a) between the Bank of Mauritius and any other person;
(b) between a bank and another bank;

(c) between a bank and a financial institution;

(d) between a bank or a financial institution and a customer where -

(iy the customer is, at the time the transaction takes place, an
established customer of the bank or financial institution; and

(i) the transaction consists of a deposit info, or withdrawal from, an
account maintained by the Customer with the bank or financial
institution,

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 4 of 28
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where the transaction does not exceed an amount that is commensurate with the lawful
business activities of the customer; or

(e) between such other persons as may be prescribed;

"financial institution" means any institution or other person regulated by the /nsurance
Act, the Securities (Central Depository, Clearing and Settlement) Act, the Stock Exchange
Act, the Unit Trust Act, any management company or registered agent licensed under the
Financial Services Development Act 2001 and any trustee managing a unit ftrust
established under the Unit Trust Act,

"Financial Services Commission" means the Commission established under the
Financial Services Devefopment Act 2001,

"FIU" means the Financial Intelligence Unit established by this Act;

"investigatory authorities" means the Commissioner of Police, the Comptroller of
Customs and the Commission;

"member of the relevant profession or occupation” -

(a) means an accountant, an attorney-atlaw, a barrister, a chartered
secretary, a notary; and

(b) includes any person carrying on the business of a-casine,—abeskmakerer

totalisatorunderthe Gaming-Act 2 casino under the Gaming Act and a

bookmaker or an operator of a totalisator under the Horse Racing
Board Act 2003.

Deleted and replaced by [A 54(2)/23/2003

¢.i.0 10 October 2003: P 25/03

"Minister" means the Minister to whom responsibility for the subject of money laundering
is assigned,

"money laundering" means an offence under Part Il of this Act;

“National Committee” means the National Committee for Anti-Money Laundering
and Combating the Financing of Terrorism established under section 194;

Added by [A 3{(a)(iii)/34/2003
"overseas country" means a country or territory outside Mauritius;

"overseas financial intelligence units" means the financial intelligence units constituted
in the overseas countries specified in the First Schedule and whose functions correspond
to some or all of those of the FIU:

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 5 of 28
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"property’ means property of any kind, nature or description, whether moveable or
immoveable, tangible or intangible and includes -

(a)

(b)

(e)

any currency, whether or not the currency is legal tender in Mauritius, and
any bill, security, bond, negotiable instrument or any instrument capable of
being negotiated which is payable to bearer or endorsed payable to
bearer, whether expressed in Mauritius currency or otherwise;

any balance held in Mauritius currency or in any other currency in
accounts with any bank which carries on business in Mauritius or
elsewhere;

any balance held in any currency with any bank outside Mauritius;

motor vehicles, ships, aircraft, boats, works of art, jewellery, precious
metals or any other item of value; and

any right or interest in property;

"relevant enactments" means this Act, #he-Banking-Aet, the Banking Act 2004, the-Bari-of
MaystiusAet, the Bank of Mauritius Act 2004, the Financial Services Development Act
2001 and the Prevention of Corruption Act 2002;

Deleted and replaced by [A13 (a)(ii){14/2005

Deleted by [A 3(a) (ii)/34/2003

"supervisory authorities" means the Bank of Mauritius and the Financial Services

Commission;

"suspicious transaction' means a transaction which -

(&

(a

(e)

Deleted and replaced by [A 3(a)(i)/34/2003

gives rise to a reasonable suspicion that it may involve -
i) the laundering of money or the proceeds of any crime; or

(ii) funds linked or related to, or to be used for, terrorism or acts
of terrorism or by proscribed organisations, whether or not
the funds represent the proceeds of a crime.

is made in circumstances of unusual or unjustified complexity;
appears to have no economic justification or lawful objective;

is made by or on behalf of a person whose identity has not been
established to the satisfaction of the person with whom the transaction is
made; or

gives rise to suspicion for any other reason.

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 6 of 28
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"transaction” includes -

(a) opening an account, issuing a passbook, renting a safe deposit box,
entering into a fiduciary relationship or establishing any other business
relationship, whether electronically or otherwise; and

(b) a proposed transaction.

PART Il - MONEY LAUNDERING OFFENCES
3 Money Laundering

(1) Any person who -

fa)  engages in a transaction that involves property which is, or in whole or in
part directly or indirectly represents, the proceeds of any crime; or

(b)  receives, is in possession of, conceals, disguises, transfers, converts,
disposes of, removes from or brings into Mauritius any property which is,
or in whole or in part directly or indirectly represents, the proceeds of any
crime,

where he suspects or has reasonable grounds for suspecting that the property is derived
or realized, in whole or in part, directly or indirectly from any crime, shall commit an
offence.

(2) A bank, financial institution, cash dealer or member of a relevant profession or
occupation that fails to take such measures as are reasonably necessary to
ensure that neither it nor any service offered by it, is capable of being used by a
person to commit or to facilitate the commission of a money laundering offence
shall commit an offence.

4 Conspiracy to commit the offence of money laundering

Without prejudice to section 109 of the Criminal Code (Supplementary) Act, any person
who agrees with one or more other persons to commit an offence specified in section 3(1)
and (2) shall commit an offence.

5. Limitation of payment in cash

(1) Notwithstanding sections 30 and 31 of the Bank of Mauritius Act, but subject to
subsection (2), any person who makes or accepts any payment in cash in excess
of 850,000-rupees 500,000 rupees or an equivalent amount in foreign currency, or
such amount as may be prescribed, shall commit an offence.

Deleted and replaced by [A 11(a)/15/2006

(2) Subsection (1) shall not apply to an exempt transaction.

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 7 of 28
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6. Procedure

(1) A person may be convicted of a money laundering offence notwithstanding the
absence of a conviction in respect of a crime which generated the proceeds
alleged to have been laundered.

2 Any person may, upon single information or upon a separate information, be
charged with and convicted of both the money laundering offence and of the
offence which generated the proceeds alleged to have been laundered.

(3) In any proceedings against a person for an offence under this Part, it shall be
sufficient to aver in the information that the property is, in whole or in part, directly
or indirectly the proceeds of a crime, without specifying any particular crime, and
the Court, having regard to all the evidence, may reasonably infer that the
proceeds were, in whole or in part, directly or indirectly, the proceeds of a crime.

T Jurisdiction

Notwithstanding any other enactment, the Intermediate Court shall have jurisdiction to try
any offence under this Act or any regulations made thereunder and may, on conviction,
impose any penalty including forfeiture.

8. Penalty

(1) Any person who -
(a) commits an offence under this Part; or

(b) disposes or otherwise deals with property subject to a forfeiture order
under subsection (2),

shall, on conviction, be liable to a fine not exceeding 2 million rupees and to penal
servitude for a term not exceeding 10 years.

(2) Any property belonging to or in the possession or under the control of any person
who is convicted of an offence under this Part shall be deemed, unless the
contrary is proved, to be derived from a crime and the Court may, in addition to
any penalty imposed, order that the property be forfeited.

(3) Sections 150, 151 and Part X of the Criminal Procedure Act and the Probation of
Offenders Act shall not apply to a conviction under this Part.

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 8 of 28
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PART il - THE FINANCIAL INTELLIGENCE UNIT
9. Establishment of the FIU

(1) There is established for the purposes of this Act a Financial Intelligence Unit which
shall have all the powers necessary to administer, and exercise its functions
under, this Act.

2) The head of the FIU shall be the Director who shall be appointed by the President
on the recommendation of the Prime Minister made in consultation with the Leader
of the Opposition.

(3) The Director shall be assisted by such persons as may be appointed by the
Director to assist him.

10. Functions of the FIU

(1) The FIU shall be the central agency in Mauritius responsible for receiving,
requesting, analysing and disseminating to the investigatory and supervisory
authorities disclosures of financial information -

(a) concerning suspected proceeds of crime and alleged money laundering
offences;

(b) required by or under any enactment in order to counter money laundering;
or

(c) conceming the financing of any activities or transactions related to
terrorism, as-speeifiedin-PartHi-of the Prevention-of Terrorism-Act 2002,
Deleted by [A 3(b)(i)/34/2003

(2) For the purposes of subsection (1), the FIU shall -

(a) collect, process, analyse and interpret all information disclosed to it and
obtained by it under the relevant enactments;

(b) inform, advise and co-operate with the Commissioner appointed under
section 45(8) of the Dangerous Drugs Act and the investigatory and
supervisory authorities;

Added by [A 3(b) (ii) (A)/34/2003

bars of the ! t i ions-or nnmup:\!innc, with the p isi of the

bers of the relevant professions or tions to-specialisein s to-detect and

Deleted and replaced by [A 3(b) (i) (B)/34/2003
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issue guidelines to banks, financial institutions, cash dealers and
members of the relevant professions or occupations on the manner
in which -

(i) a report under section 14 shall be made; and

(ii) additional information may be supplied to the FIU, on a
suspicious transaction, pursuant to a request made under
section 13(2);

id

(@

in—the investigation—or i of money laundering off to
Lig g Lid ¥ g

O¥ErEEaS COUNLHRS:

Deleted and replaced by [A 3(b)(ii) (C)/34/2003
exchange information with overseas financial intelligence units and
comparable bodies:;

undertake, and assist in, research projects in order to identify the
causes of money laundering and terrorist financing and its
consequences.

Added by [A 11(b)/15/2006

1. Exercise of functions of the FIU

(1 The functions of the FIU shall be exercised by the Director or such of the persons
appointed under section 9(3) as the Director may determine.

(2) In furtherance of the functions of the FIU, the Director shall consult with and seek
such assistance from such persons in Mauritius concerned with combating money
laundering, including law officers, the Police and other Government agencies and
persons representing banks, financial institutions, cash dealers and members of
the relevant professions or occupations, as the FIU considers desirable.

12. The Board

Deleted and replaced by [A 3(c)(i)/34/2003

(N There—is—established forthe purpeses—efthis—ActaReview Committee he FIU shall be
administered by a Board which shall consist of —

(a)

Deleted and replaced by [A 3(c)(iii)/34/2003

a Chairperson, who shall be a person who has -
(ny served as a Judge of the Supreme Court; or

iy served as a Magistrate, or been a law officer or practised as a
barrister, in Mauritius for at least 10 years;

2 other members of high repute, of whom one shall be a person with
substantial experience in the legal profession and the other shall be a
person with substantial experience in the financial services industry.

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 10 of 28
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(2) The Chairperson and members of the Review Committeet: Board shall be appointed
by the President on the recommendation of the Prime Minister made in
consultation with the Leader of the Opposition.

(3) The appointment of the Chairperson and each member of the ReviewCommittes'-
Board shall be on such terms as may be specified in the instrument of
appointment of the Chairperson and each such member.

(4) The Review Cemmittee’ Board may act notwithstanding the absence of one of its
members.

(5) Subject to subsection (4), the ReviewCommittes! Board shall determine its own
procedure.

1-Deleted and replaced by [A 3(c)(ii)/34/2003

13. Dissemination of information to investigatory or supervisory authorities

(1) Where the pw- Director considers that information on any matter should be
disseminated to the investigatory or supervisory authorities, it-shall-refer> he shall
refer the information to the Review Committee’ Board which shall consider the
information and erther -

(a) consent to the R Director referring the information to such of the
investigatory or supervisory authorities as may be specified by the Review
Cemmittee! Board with a view to the determination of any criminal liability
and the prosecution of or the action against, the persons accordingly; or

(b) refer the information back to the B Director with a view to determining
whether further supporting information can be found which would justify a
subsequent reference to one of the investigatory or supervisory

authorities.
1-Deleted and replaced by [A 3(d)(i)/34/2003
2 Deleted and replaced by [A 3(d)(ii)/34/2003
2, Where a report of a suspicious transaction has been made under section 14,

the Director may, for the purposes of assessing whether any information
should be disseminated to investigatory or supervisory authorities, request
further information in relation to the suspicious transaction from -

(a) the bank, financial institution, cash dealer or member of the relevant
profession or occupation who made the report; and

(b) any other bank, financial institution, cash dealer or member of the
relevant profession or occupation who is, or appears to be, involved
in the transaction.

Added by [A 3(d)(iii)/34/2003
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PART IV - REPORTING AND OTHER MEASURES TO COMBAT MONEY LAUNDERING

14. Reporting obligations of banks, financial institutions, cash dealers and members of
relevant professions or occupations

(1) Every bank, financial institution, cash dealer or member of a relevant profession or
occupation shall forthwith make a report to the FIU of any transaction which the
bank, financial institution, cash dealer or member of the relevant profession or
occupation has reason to believe may be a suspicious transaction.

(2) Nothing in subsection (1) shall be construed as requiring a law practitioner to
report any fransaction of which he has acquired knowledge In privileged
circumstances unless it has been communicated to him with a view to the
furtherance of a criminal or fraudulent purpose.

15. Lodging of reports of suspicious transactions
(1) Every report under section 14 shall be lodged with the FIU.

(2) For the purposes of this Part, every report shall be in such form as the FIU may
approve and shall include -

(a) the identification of the party or parties to the transaction;

(b) the amount of the transaction, the description of the nature of the
transaction and all the circumstances giving rise to the suspicion;

(c) the business relationship of the suspect to the bank, financial institution,
cash dealer or member of relevant profession or occupation, as the case
may be;

(d) where the suspect is an insider, any information as to whether the suspect
is still affiliated with the bank, financial institution, cash dealer, or member
of the relevant profession or occupation, as the case may be;

(e) any voluntary statement as to the origin, source or destination of the
proceeds;

! the impact of the suspicious activity on the financial soundness of the
reporting institution or person; and

(9) the names of all the officers, employees or agents dealing with the
transaction.

16— Legalconsequences-ofreporting
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Deleted and replaced by [A 3(e)/34/2003
Legal consequences of reporting

(1) No person directly or indirectly involved in the reporting of a suspicious
transaction under this Part shall inform any person involved in the
transaction or to an unauthorized third party that the transaction has been
reported or that information has been supplied to the FIU pursuant to a
request made under section 13(2).

(2) No proceedings shall lie against any person for having -

(a) reported in good faith under this Part any suspicion he may have
had, whether or not the suspicion proves to be well founded
following investigation or prosecution or any other judicial action;

(b) supplied any information to the FIU pursuant to a request made
under section 13(2).

(3) No officer who receives a report made under Part shall incur liability for any
breach of confidentiality for any disclosure made in compliance with this
Act.

4) For the purposes of this section -
“officer” includes a director, employee, agent or other legal representative;
“unauthorised third party” does not include any of the supervisory
authorities.

Other measures to combat money laundering

Without prejudice to section 3(2), every bank, financial institution, cash dealer or member

of the relevant profession or occupation shall -

(a) verify, in such manner as may be prescribed, the true identity of all
customers and other persons with whom they conduct transactions;

(b) keep such records, registers and documents as may be required under
this Act or by regulations; and

(c) upon a Court order, make available such records, registers and
documents as may be required by the order.

Regulatory action in the event of non-compliance

1) (a) The supervisory authorities may issue such codes and guidelines as
they consider appropriate to combat money laundering activities and
terrorism financing, to banks or cash dealers subject to their supervision or
to financial institutions, as the case may be.
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(b) The Bank of Mauritius shall supervise and enforce compliance by
banks and cash dealers with the requirements imposed by this Act,
regulations made under this Act and such guidelines as it may issue under
paragraph (a).

(c) The Financial Services Commission shall supervise and enforce
compliance by financial institutions with the requirements imposed by this
Act, requlations made under this Act and such guidelines as it may issue
under paragraph (a).

Added by [A 3(1)/34/2003

@(2)  Where it appears to the Bank of Mauritius that any bank or cash dealer subject to
its supervision has failed to comply with any requirement imposed by this Act or
any regulations applicable to that bank or cash dealer and that the failure is
caused by a negligent act or omission or by a serious defect in the implementation
of any such requirement, the Bank of Mauritius, in the absence of any reasonable
excuse, may -

{a

Repealed and replaced .by [A 13(b})/14/2005
(a) in the case of a bank, proceed against it under sections 11 and 17 of

the Banking Act 2004 on the ground that it is carrying on business in
a manner which is contrary to the interest of the public;

(b) in the case of a cash dealer or a person’s licensed to carry on
deposit taking business, proceed against him under sections 16 and
17 of the Banking Act 2004 on the ground that he is carrying on
business in a manner which is contrary to the interest of the public.

@)(3) Where it appears or where it is represented to the Financial Services Commission
that any financial institution has refrained from complying or negligently failed to
comply with any requirement of this Act or regulations, the Financial Services
Commission may proceed against the financial institution under section 7 of the
Financial fl Services Development Act 2001 on the ground that it is carrying on its
business in a manner which is contrary or detrimental to the interest of the public.

@)d)  Where it appears or is represented to any disciplinary body that any member of a
relevant profession or occupation over which it exercises control has refrained
from complying or negligently failed to comply with any requirement of this Act or
regulations, the disciplinary body may take, against the member concerned, any
action which it is empowered to take in the case of professional misconduct by that
member.
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Offences relating to obligation to report and keep records and to disclosure of
information prejudicial to a request

(1)

Any bank, financial institution, cash dealer or any director or employee thereof or
member of a relevant profession or occupation who, knowingly or without
reasonable excuse -

(a)

(d)

fails to make a report, supply any information requested by the FIU
under section 13(2) verify, identify or keep records, registers or
documents, as required under section 17;

Added by [A 3(q)(i)/34/2003

destroys or removes any record, register or document which is required
under this Act or any regulations;

warns or informs the owner of any funds of any report required to be
made in respect of any transaction, or of any action taken or required to
be taken in respect of any transaction, related to such funds; or

Added by [A 3(c)(ii)/34/2003

facilitates or permits the performance under a false identity of any
transaction falling within this Part,

shall commit an offence and shall, on conviction, be liable to a fine not exceeding
one million rupees and to imprisonment for a term not exceeding 5 years.

Any person who —

(a)

falsifies, conceals, destroys or otherwise disposes of or causes or permits
the falsification, concealment, destruction or disposal of any information,
document or material which is or is likely to be relevant to a request to
i i ies under the Mutual Assistance in Criminal and

Related Matters Act 2003; or
Deleted and replaced by [A 11(c)/15/2006

knowing or suspecting that an investigation into a money laundering
offence has been or is about to be conducted, divulges that fact or other
information to another person whereby the making or execution of a
request to which section 23 applies is likely to be prejudiced,

shall commit an offence and shall, on conviction, be liable to a fine not exceeding one
million rupees and to imprisonment for a term not exceeding 5 years.

PART IV A - NATIONAL COMMITTEE FOR ANTI-MONEY LAUNDERING AND

COMBATING THE FINANCING OF TERRORISM

Establishment of National Committee
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(1) There is established for the purposes of this Act a National Committee for
Anti-Money Laundering and Combating the Financing of Terrorism.

{2) The National Committee shall consist of -

(a) the Supervising Officer of the Ministry responsible for financial
services, who shall act as Chairperson;

(b) a representative of the Prime Minister's Office;

(c) a representative of the Attorney-General’s Office;

{d) a representative of the Ministry responsible for finance;

(e) a representative of the Ministry responsible for financial services;
(f) a representative of the Ministry responsible for foreign affairs;

(a) the Commissioner of Police or his representative;

(h) the Comptroller of Customs or his representative;

i) the Director of the FIU or his representative;

{i) the ManagingDireeter a Deputy Governor of the Bank of Mauritius or
his representative;

Deleted and replaced by [A 11(d)/15/2006

(k) the Chief Executive of the Financial Services Commission or his
representative;

) the Commissioner appointed under section 45(8) of the Dangerous
Drugs Act or his representative;

(m)  the Commissioner appointed under section 19 of the Prevention of
Corruption Act 2002 or his representative.

(3) The National Committee may co-opt such other persons as appear to it to
have special knowledge or experience in anti-money laundering or
combating the financing of terrorism.

18B. Functions of the National Committee

The National Committee shall -

{a) assess the effectiveness of policies and measures to combat money
laundering and the financing of terrorism;

(b) make recommendations to the Minister for legislative, regulatory and policy
reforms in respect of anti-money laundering and combating the financing of
terrorism;

{c) promote co-ordination among the FIU, investigatory authorities, supervisory
authorities and other institutions with a view to improving the effectiveness
of existing policies to combat money laundering and the financing of
terrorism;

(d) formulate policies to protect the international reputation of Mauritius with
regard to anti-money laundering and combating the financing of terrorism;
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generally advise the Minister in relation to such matters relating to anti-
money laundering and combating the financing of terrorism, as the Minister
may refer to the National Committee.

19C. Meetings of the National Committee

The National Committee shall regulate its meetings and proceedings in such manner
as it thinks fit.

Added by [A 3(h)/34/2003

PART V - PROVISION AND EXCHANGE OF INFORMATION IN RELATION TO MONEY

LAUNDERING AND FINANCIAL INTELLIGENCE INFORMATION

20. Membership of international financial intelligence groups and provision of
information to overseas financial intelligence units

(1)

4

(3)

The FIU shall be the only body in Mauritius which may seek recognition by any
international group of overseas financial intelligence units which exchange
financial intelligence information on the basis of reciprocity and mutual agreement.

Where it becomes a member of any such international group as is referred to in
subsection (1), the FIU may exchange information with other members of the
group in accordance with the conditions for such exchanges established by the
group.

Without prejudice to subsections (1) and (2), where the FIU becomes aware of any
information which may be relevant to the functions of any overseas financial
intelligence unit or comparable body2 it may, with—the—consent—oftheReview
committee,! Offer to pass on that information to the overseas financial intelligence
unit or comparable bodys on terms of confidentiality requiring the consent of the
FIU prior to the information being passed on to any other person.

1 Deleted by [A 3(i)(i) (A)/34/2003
2Added by [A 3(i)(i) (B)/34/2003
% Added by [A 3(i)(i) (C)/34/2003

Subject to subsection (5), where a request for information is received from
and overseas financial intelligence unit or comparable body, the FIU shall
pass on any relevant information in its possession to the overseas financial
intelligence unit or comparable body, on terms of confidentiality requiring
the consent of the FIU prior to the information being passed on to any other
person.

Where a request referred to in subsection (4) concerns information which
has been provided to the FIU by a supervisory authority, a Ministry or other
Government department or statutory body, the information shall not be
passed on without the consent of that supervisory authority, Ministry,
government department or statutory body, as the case may be.

Added by [A 3(1)(ii)/34/2003]
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Provision of information to investigatory or supervisory authorities

(1)

Where it becomes aware of any information, which-

(a) may be relevant to the functions of any of the supervisory authorities; and

(b) does not of itself justify a dissemination to any of the investigatory
authorities under section 13,

the FIU may, subject to-subsectio and o o w Co ee, by itself
or at the request of the supervisory authorities, subject to subsection (4),
pass on the information to the relevant supervisery authority.

Deleted and replaced by [A 3(])(1)/34/2003

Where it becomes aware of any information which may be relevant to an
investigation or prosecution being conducted by one of the investigatory
authorities, the FIU shall, subject to subsection (4) and-with-the—consent-of-the Review

Cemmittee, pass on the information to that investigatory authority.
Deleted by [A 3(j)(ii)/34/2003

Where it becomes aware of any information which may be relevant to a possible
corruption offence, within the meaning of the Prevention of Corruption Act 2002,
the FIU shall, subject to subsection (4), and-with-the-consent-of the Review Committee;
pass on the information to the Commission.

Deleted by [A 3())(iii)/34/2003]

If any information falling within subsections (1), (2) or (3) was provided to the FIU
by a body outside Mauritius on terms of confidentiality, the information shall not be
passed on as specified in those subsections without the consent of the body by
which it was provided.

Reference of information by the supervisory authorities

(1)

¥, Notwithstanding any other enactment, wheret. at any time in the course of
the exercise of its functions, any supervisory authority receives, or otherwise
becomes aware of, any information suggesting the possibility of a money
laundering offence or suspicious transaction, the supervisory authority, shall subject
to-subsection{2),2 forthwith pass on that information to the FIU.

1. Deleted and replaced by [A 3(k) (i) (A)/34/2003
2 Deleted by [A 3(k)(i)(B)/34/2003

Repealed by [A 3(k)(ii)[34/2003

No liability shall be incurred under any enactment, whether for breach of
confidentiality or otherwise, in respect of the disclosure of any information to the
FIU pursuant to this section by the supervisory authority or any of its officers or
members of its Board.
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4 For the purposes of this subsection, "officer” includes a director, employee, agent
or other legal representative.

PART VI - mutuAL AssisTANCE-AND EXTRADITION IN RELATION TO
CASES OF MONEY LAUNDERING

Deleted by [A 25(2)/35/2003

23 P idi ist. to countres

23 +F G to-0verseas
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Réaled by [A 25(2)(b)/35/2003]
29, Money laundering offence to be extraditable
Any money laundering offence shall be deemed to be an extradition crime for which

extradition may be granted or obtained under the Extradition Act.

PART VIl - MISCELLANEOUS
30. Confidentiality
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(3)

The Director, every officer of the FIU, and the Chairperson and members of the
Review Committee Board shall -

(a) before they begin to perform any duties under this Act, take an oath of
confidentiality in the form set out in the Second Schedule; and

{b) maintain during and after their relationship with the FIU the confidentiality
of any matter relating to the relevant enactments.
Deleted and replaced by [A 3(1) (i)/34/2003

No information from which an individual or body can be identified and which is
acquired by the FIU in the course of carrying out its functions shall be disclosed

€XCep! with the priorapproval of the Revieu Committee-and Where the disclosure appears to
the FIU to be necessary -

(a) to enable the FIU to carry out its functions;
(b) in the interests of the prevention or detection of crime;

(c) in connection with the discharge of any international obligation to which
Mauritius is subject; or

(d) pursuant to an order of a Judge.
Deleted by [A 3(1)(ii)/34/2003

Any person who contravenes this section shall commit an offence and, on
conviction, shall be liable to a fine not exceeding one million rupees and to
imprisonment for a term not exceeding 3 years.

Declaration of assets

(1)

Subject to subsection (2), the Director, every officer of the FIU, and the
Chairperson and members of the Review Committee Board shall file with the
Commission a declaration of his assets and liabilities in the form specified in the
Third Schedule -

(a) not later than 30 days after his appointment; and

(b) on the termination of his appointment.
Deleted and replaced by [A 3(m)/34/2003

Where, subsequent to a declaration made under subsection (1), the state of
assets and liabilities is so altered as to be reduced or increased in value by a
minimum of 200,000 rupees, the Director or officer shall make a fresh declaration.

No declaration of assets filed under subsection (1) or subsection (2) shall be
disclosed to any person except with the consent of the Director or officer
concerned or, on reasonable grounds being shown, by order of a Judge.

Immunity

No action shall lie against the FIU, the Director, any officer of the FIU, or the Chairperson

and members of the Review Committee, - Boa

| as the case may be, in respect of any act

done or omission made by the FIU, the Director, any officer of the FIU, or the Chairperson
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or members of the ReviewCemmittee, - Board as the case may be, in good faith, in the
exercise of the functions conferred on the FIU under this Act or any other enactment.
1-Deleted and replaced by [A 3(n)/34/2003

Funding

(1) The expenses of the FIU shall be met out of-

(a) money appropriated annually by Parliament for the purposes of the FIU;
and

(b) any government grants made fo it.

(2) (a) With the consent of the Minister, the FIU may accept donations.

(b) Article 910 of the Code Civil Mauricien shall not apply to a donation to the
FIU.

Annual Report

The FIU shall make an annual report on its activiies to the Minister, containing such
statistical and other information as the Minister may require.

Regulations

(1) The Minister may make such regulations as he thinks fit for the purposes of this
Act.

(2) Any regulations made under subsection (1) may make provisions, not inconsistent
with this Act or any other Act of Parliament in order to enable Mauritius to comply
with any international obligation relating 1o the prevention or detection of money
laundering.

(3) Regulations, other than those referred to in subsection (2), may provide that any
person who contravenes them shall commit an offence and shall, on conviction, be
liable to a fine not exceeding 100,000 rupees and imprisonment for a term not
exceeding 2 years.

ons made under subsection (1) may provide for the amendment of

t Schedule.

(4) Reg
the Firs

Added by [A 3(0)/34/2003

Consequential amendments

(1) The Banking Act is amended -
(a) in section 39A(3) -
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(i) by inserting immediately after the words "arms trafficking", the
words " offences related to terrorism under the Prevention of
Terrorism Act 2002";

(ii) by adding after the words "money laundering”, the words "under
the Financial Intelligence and Anti-Money Laundering Act 2002";

(b) in section 40(1), by deleting the words "Economic Crime and Anti-Money
Laundering Act 2000" and replacing them by the words "Financial
Intelligence and Anti-Money Laundering Act 2002".

The Financial Services Development Act 2001 is amended in section 33(6), by
deleting the words "or money laundering under the Economic Crime and Money
Laundering Act 2000" and replacing them by the words ", terrorism under the
Prevention of Terrorism Act 2002 or money laundering under the Financial
Intelligence and Anti- Money Laundering Act 2002".

The Foreign Exchange Dealers Act is amended in section 6(2)(@)()(E), by
deleting the words "or the Economic Crime and Anti-Money Laundering Act 2000"
and replacing them by the words “or the Financial Intelligence and Anti-Money
Laundering Act 2002".

Commencement

(1)

)

Subject to subsection (2), this Act shall come into force on a day to be fixed by
proclamation.

Different days may be fixed for the coming into force of different sections of this
Act.

Passed by the National Assembly on the fourth day of February two thousand and two.

André Pompon
Clerk of the National Assembly
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Repealed and replaced by [G.N. No. 48 0f2004
Published in the Govt. Gazette of Mauritius
No. 36 of 17 April 2004]

FIRST SCHEDULE
(section 2)

OVERSEAS FINANCIAL INTELLIGENCE UNITS

Albania

Andorra

Anguilla

Antigua and Barbuda
Argentina

Aruba
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Australia
Austria
Bahamas
Bahrain
Barbados
Belgium
Bermuda
Bolivia

Brazil

British Virgin Islands
Bulgaria
Canada
Cayman Islands
Chile

Colombia

Costa Rica
Croatia

Cyprus

Czech Republic
Denmark
Dominica
Dominican Republic
El Salvador
Estonia

Finland

France
Germany
Greece
Guatemala
Guernsey

Hong Kong, China
Hungary
Iceland

Ireland

Isle of Man
Israel

ltaly

Japan

Jersey

Korea (Republic of}
Latvia

Lebanon
Liechtenstein
Lithuania
Luxembourg
Malaysia

Malta

Marshall Islands
Mexico
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Monaco
Netherlands
Netherlands Antilles
New Zealand
Norway

Panama

Paraguay

Poland

Portugal

Romania

Russia

Serbia

Singapore

Slovakia

Slovenia

South Africa

Spain

St Vincent & the Grenadines
Sweden

Switzerland

Taiwan

Thailand

Turkey

United Arab Emirates
United Kingdom
United States
Vanuatu

Venezuela

SECOND SCHEDULE
{section 30)
Oath of confidentiality

IN THE SUPREME COURT OF MAURITIUS

OO, being appom ted.. .. do hereby swear/solemnly affirm that
[will, fo t he best of my judgment, act in furtherance of the objects of the Financial Intelligence Unit
and shall not, on any account and at any time, disclose, otherwise than with the authorisation of the
Financial Intelligence Unit or where it is strictly necessary for the performance of my duties, any
confidential information obtained by me during or after my relationship with the Financial
Intelligence Unit.
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Taken before me,

The Master and Registrar of the Supreme Court on ... (date)

THIRD SCHEDULE
(section 31)

DECLARATION OF ASSETS AND LIABILITIES

T of the Financial Intelligence Unit make oath/solemn affirmation as a and declare

that
1. | am unmarried/married under the system of (matrimonial regime)
2. My assets and those of my spouse and minor children (extent and nature of interests

therein) in Mauritius and outside Mauritius are as follows -

(a) immaoveable property —
(i) freehold
(i) leasehold
(b) motor vehicles
(c) interest in any partnership, société, joint venture or succession
(d) securities including treasury bills, units, efc. ,
(e) (cash in bank ;
f cash in hand exceeding 50,000 rupees
(9) Jewellery and precious metals
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(h) other assets exceeding 50,000 rupees in the aggregate (specify)
3. My liabilities and those of my spouse and minor children are as follows -
Signature Sworn/solemnly affirmed by the abovenamed before me at this..... day of ...

Master and Registrar
Supreme Court

THE FINANCIAL INTELLIGENCE AND ANTEMONEY LAUNDERING ACT Page 28 of 28



306



Annex V. Selected Statistics
CRIMES REPORTED FOR PERIOD 2003 TO 2006

OFFENCES 2003 2004 2005 2006
Crimes Against Persons

Murder 26 28 28 32
Manslaughter 2 - 2
(Other crimes against person) 41 35 48 44
Total 67 65 76 78
Crimes Against Property

Larceny Night Breaking 778 1071 1336 1283
Larceny Day Breaking 718 826 977 912
Larceny Scaling 73 66 78 83
Larceny False Key 14 15 32 17
Larceny with violence 704 758 975 875
Larceny Violence by night breaking 27 30 30 27
Larceny armed with Offensive Weapon 92 202 276 177
Larceny with Wounding 23 44 49 22
Larceny with other aggravating circumstances 68 105 | 117 103
Larceny by persons in receipt of wages 148 169 140 | 181
Other crimes against property 87 97 110 89
Total 2732 3383 4120 3769
Crimes involving Fraud and Dishonesty

Currency Offences including coinage 31 35 16 35
Forgery and making use of forged documents 169 191 | 174 207
Swindling 324 379 316 316
Iss. Cheque w/o provision 374 428 387 436
Embezzlement by public servant, persons 41 48 68 41
Officer with public body accepting bribes 3 5 5 1
Bribing public functionary 15 5 2 9
Extortion 2 6 6 5

Total 959 1097 974 1050
Crimes against morality

Rape 50 36 33 57
Sodomy 33 30 35 51
Sexual intercourse with female under 16 115 111 107 | 141
Attempt upon chastity 81 98 107 143
Total 279 275 282 392
Crimes against lawful authorities(assault 86 74 75 76
against public functionary, sedition, perjury,

others)

Crimes not otherwise classified 149 272 309 355
GRAND TOTAL 4274 5166 5836 5720




MISDEMEANORS REPORTED FOR THE PERIOD 2003 TO 2006

OFFENCES 2003 2004 2005 2006
Misdemeanors Against Persons

Involuntary homicide 43 48 38 42
Other misdemeanors against persons 1282 13253 5133113119
Total 12869 13301 13353 13161
Misdemeanors Against Property

Larceny involving bicycles, vans, heavy vehicleg213 5379 5450 4698
m/vehicles, cellular phones, others

Other simple larcenies 6970 8561 8654 8643
Attempt at larceny 385 577 612 609
Receiving and possession of stolen property 133 187 | 184 196
Total 11701 14704 14900 14146
Misdemeanors involving Fraud and

Dishonesty

Simple embezzlement 654 709 642 651
Other offences 8 9 16 10
Total 662 718 658 661
Other Misdemeanors not classified above 7555 7997 99H 9731
GRAND TOTAL 32787 36720 37907 37700




