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Executive Summary
Background Information

1. This report summarises the anti-money launderingll()combating the
financing of terrorism (CFT) measures in place ay@elles as of the time of the
on-site visit (20 November -01 December 2006), simartly thereafter. The report
describes and analyses those measures and pra@desimendations on how
certain aspects of the system could be strengtheriedlso sets out Seychelles’
level of compliance with the Financial Action Tadkorce (FATF) 40+9
Recommendations (see the attached table on thagRatf Compliance with the
FATF Recommendations).

2. Seychelles is a small island economy in the Inddaeran. Economic growth,
since its independence, has been led by the taatsor, which employs about 30%
of the labour force and provides more than 70%aufifcurrency earnings, and by
the tuna fishing industry. In recent years, theegnment has encouraged foreign
investment to upgrade hotels and other serviceshésame time, the government
has moved to reduce the dependence on tourismdmyagping the development of
farming, fishing, and small-scale manufacturing.

3. The offshore sector is another emerging playeh@Seychelles economy. In
2006, the Seychelles witnessed a substantial iser@aits international business
level namely with the registration of 8237 interaaal business companies (IBCs).
This represents an increase of 16% over the ye@s.28s at the date of the mutual
evaluation there were over 30,000 IBCs registenedthe Seychelles. The
Seychelles offshore sector is estimated to be géngra turnover of over USD25
million annually.

4. The risk of money laundering is perceived as lowtbhg authorities and
private sector in Seychelles and there is a gewwersensus among operators in the
private sector (other than banks) that money laandgif at all in Seychelles, could
only be conducted through the banks.

Legal systems and related Institutional measures

5. The Seychelles adopted its first AML legislationli896 with the enactment
of the Anti-Money Laundering Act 1996. Seycheles recently enacted a number
of legislations to modernise and strengthen its ADHT legal framework. In
2006, it enacted a new Anti-Money Laundering ActD&0(AML Act) which
replaces the Anti-Money Laundering Act of 1996. eTAML Act transposes into
the AML/CFT framework several requirements of tegised recommendations of
the FATF.

6. Money laundering is criminalised under the AML Adthe money laundering
offence covers the conversion or transfer, conceatror disguise, acquisition and
possession of property in a manner largely congistéh the 1988 UN Convention
against lllicit Traffic in Narcotic Drugs and Pswitlopic Substances (Vienna
Convention) and the 2000 UN Convention against Smational Organised Crime
(Palermo Convention).



7. Seychelles has adopted a threshold approach toedife scope of predicate
offences. Any act or omission against any law efychelles punishable by
imprisonment for life or for a period exceeding m®nths or by a fine exceeding
R6500 will constitute a predicate offence. Monayridering applies to both natural
and legal persons, and proof of knowledge, intenpuwspose can be derived from
surrounding facts. Natural persons are liable tbhna of R. 3,000,000 and/or
imprisonment for 15 years, while a body corporatkable to a fine of R. 5,000,000
and/or revocation of business licence.

8. Assets used in the commission of a crime that evpepty of the offender may
be forfeited upon conviction. In cases of moneyntiaring, the courts may forfeit
money or property constituting the proceeds of eriall money and property in the
possession of the person convicted for Money laungere deemed to have been
derived from money laundering. Forfeiture of sulng#i assets is possible, but it is
not clear whether this is also possible for assetjuivalent value. Assets may be
temporarily seized as evidence, but the AML Act sla®t stipulate special
provisions for temporary seizures.

9. The statistics indicate that in 2006 there weresddpected money laundering
cases. Most of these investigations are still uvdgrand 2 are pending before the
court.

10. The new AML Act also provides for the establishmeait a Financial
Intelligence Unit within the Central Bank of they8kelles and extends the list of
reporting entities covered under the law to incladeange of DNFBPs such as
accountants, auditors, lawyers, real estate agesss)os, dealers in precious stones
or metals and offshore banks.

11. Seychelles has also taken significant legislatieps to fight terrorism and
terrorist financing with the adoption of the Pretien of Terrorism Act in 2004.
There have been no reported incidences of terradts or indications of terrorist
financing in Seychelles. The UNSCR 1267 lists ofigeated persons and entities
are circulated to Banks which are required to reporthe Central Bank of the
Seychelles on a positive or negative report. Sorfarpositive match with the 1267
designations has been identified.

12. Several institutions participate in the nationghtiagainst ML and TF. These
include:

Financial Intelligence Unit (FIU)

13. The Financial Intelligence Unit became operationaluly 2006. It is the
focal point for receiving, analyzing, and disseniima reports of transactions
related to money laundering or the financing ofdesm to the appropriate law
enforcement and supervisory agencies in Seychellee. FIU also conducts
examinations of the reporting entities and, mayamsultation with supervisory
authorities, issue guidance related to customentifitzation, identification of

suspicious transactions, and record keeping andrtierg obligations. No such
guidelines had been issued by the FIU at the tihtleeoonsite visit.



Central Bank of Seychelles

14. The FIU operates as a unit within the Central Bahkeychelles. The board
of the Central Bank is responsible for the FIU #mal director of the FIU reports to
the Board on the exercise and performance of hisepoand duties under the AML
Act. The Central Bank is also responsible fordgieg and supervising Banks and
other financial institutions and has a duty under kaw to report any suspicious
transactions to the FIU.

Attorney General’s Office

15. The Attorney General’'s office has been involvedliafting of the AML/CFT
legislation with the aim to strengthen the AML/CKFamework in the Seychelles.
The Attorney General is the central Authority foutoal legal assistance and also
initiates prosecution in cases involving money @enng.

Seychelles International Business Authority (SIBA)

16. SIBA is an independent authority set up to monisapervise, and co-ordinate
the conduct of international business from withiey&elles and to promote
Seychelles as a centre for international businesgitées. It is also responsible for
licensing and supervising Trust and Corporate $ervProviders. As the
supervisory authority for the offshore sector, SIBAust report suspicious
transactions to the FIU.

Seychelles Police

17. The police are responsiblmter alia, for general policing duties, preventing
and interdicting crime and implementation of puldied state security policy. A
special team within the police comprising of fowlipe officers is responsible for
investigating money laundering and other financrahes. In 2006 there were 41
suspected money laundering cases. Most of thesstigations are still underway
and 2 were pending before the courts at the tinteebnsite visit.

Customs Division

18. The Customs in Seychelles is headed and contrbjethe Comptroller of
Trades Tax. All goods imported from the time ofporntation until removal for
home consumption and all goods for exportationluhgé time of exportation are
under the control of Customs. Further all good$oard any ship, boat or aircraft
whilst within the limits of any port or airport asibject to the control of customs.
The FIU has authority under the section 19(c) of thML Act to request
information from any law enforcement agency inchgdthe Comptroller of Trades
Tax. The FIU must also send any report, any infdrom derived from such report
or any other information it receives to the Comitgroof Trades Tax if on the basis
of its analysis and assessment the FIU has reasogetunds to suspect that the
transaction is unlawful.



Preventive measures-Financial Institutions

19. Not all the categories of financial institutions defined in the FATF
Recommendations operate in the Seychelles. Tlandial services sector in the
Seychelles is relatively small and comprises obfmercial banks, 2 bureaus de
change, one Credit Union, 2 insurance companispgeaialised development bank
and a housing finance company. In 2006, finanaksamvices represented 11% of
the GDP at current market prices.

20. The Central Bank of the Seychelles is responsibtettie supervision of the
commercial banks, the bureaus de change and tlikt Cr@on. Banks and bureaus
de change are licensed and supervised under tlandtah Institutions Act 1994.
The Development Bank of Seychelles is set up ustiute and has no designated
supervisor. It falls within the oversight of thariétry of Finance.

21. Insurance companies are governed by the Insurantd 394 and fall under
the supervision of the Insurance Authority, whistestablished under the Insurance
Act. The main areas of business are general insarand life insurance. A person
may with the approval of the Insurance Authoritp\pde services as an insurance
broker or as an insurance agent. There are 8ansarbrokers and 40 insurance
agents operating in Seychelles.

22. Seychelles intends to establish a Non-Bank FinhiSsavices Authority that
will serve as an autonomous statutory body thdtregulate and supervise the non-
bank financial services institutions including iresace companies, the securities
industry and mutual funds.

23. One of the commercial banks operating in the Sdigshés also licensed by
the Central Bank under the Financial Institutionst 2004 to provide offshore
banking business. Offshore banking business isnefunder the Financial
Institutions Act 2004 as banking business solelgdemted with non-residents in
currencies other than the Seychelles Rupee.

24. There are 4 offshore insurance companies licengelebinsurance Authority

under the Insurance Act 1994 to provide non-doroessurance business, that is,
insurance business exclusively carried on outsidgclglles for the issue of
offshore policies.

25. Considering that Seychelles has enacted AML letyjisiasince 1996, the level
of AML awareness amongst financial institutionetatively low. Insurance entities
have not implemented the requirements of the AML Athe commercial banks in
the Seychelles have to some extent adopted ancmn@pited AML/CFT policies
and procedures.

26. The verification of identity of the customers isgaly undertaken by banks;

however there is no level playing field in the manim which this is applied. This

is mainly due to lack of guidance and in the absent such guidance the

international banks apply Group AML/CFT standardsogaposed to adherence to
the provisions of the AML Act. Some of the banks still guided by the Guidance
Notes issued by the CBS under the 1996 AML Act.



27. There is no express provision under the AML Act aebhrequires financial
institutions to identify the beneficial owner as fided under the FATF
Recommendations and to take reasonable measuresritp the identity of the
beneficial owner using relevant information or dalsained from a reliable source.
However, under section 4(2)(c)(ii) of the AML Actyhere a transaction is
conducted by a legal entity, the financial instdntmust obtain information relating
to the principal owners and the beneficiaries dreddontrol structure. Regrettably,
the AML Act does not define the terms principal @mor beneficiaries.

28. In the absence of such definitions in the AML Act any guidelines the

practice amongst most financial institutions isséify and identify the identity of

the registered shareholder who may or may not lkeb#éneficial owner. The

practice amongst commercial banks is not consistdime two commercial banks
which were interviewed by the team were both sulse&s of international banks
and had different requirements under their intepadicies. These internal policies
were basically modelled on the AML/CFT manual af fharent company. One of
the commercial banks identified and verified theniity of all shareholders whilst
the other identified and verified the identity dlaseholders holding 25% or more in
a company.

29. The FIU has a compliance monitoring function untter AML Act. It is
tasked with the responsibility for ensuring thatfialancial institutions comply with
the requirements of the AML Act. As at the datetlud onsite visit the FIU had
undertaken only one onsite inspection.

30. Financial institutions and their directors and adfis are liable to criminal
sanctions for failure to comply with the requirernserf the AML Act. No
sanctions had been applied as at the date of theahavaluation.

Preventive measures-Designated Non-Financial Busees and Professions

31. Despite its relatively small size, the full range RNFBPs styles conducts
business in Seychelles.

32. The legal framework provided by the AML Act appliesall the categories of
DNFBPs operating in the Seychelles. In practicBlFBPs (other than TCSPs)
have recently been brought within the scope ofAthi law with the enactment of
the AML Act in 2006. While the FIU is the desigedtcompetent authority no
supervision was being undertaken at the time obtigite visit and compliance with
the provisions of the AML Act is not effective.

33. The TCSPs were relatively more aware of their AMEIC obligations.

However, the level of compliance by TCSPs with bguirements of the AML Act
appeared to be minimal. The general view heldhgyTCSPs interviewed by the
mutual evaluation team was that the requirementhefAML Act were far too

onerous and could not be implemented by the TC®Rsry in mind the size of
their operation. The banks were viewed to havedkeurces to fully implement the
AML/CFT procedures.  Consequently, not all TCSPsvehaadopted and



implemented internal AML/CFT policies and procedurén line with the
requirements of the Act.

Legal Persons and Arrangements & Non-Profit Orgaaisons
Legal persons
Companies

34. Domestic companies may be formed and registeredriheé Companies Act

1972. As at the date of the on-site visit thereen8500 companies registered with
the Registrar of Companies. Company records képttive registrar of companies
are available for public inspection. There is rquirement under the Companies
Act for a company to keep records of beneficial exgn

35. In addition to issuing ordinary and preference ebaa company registered
under the Companies Act may with the permissiothefFinancial Secretary issue
bearer share certificates or bearer debenturesreBshares and bearer debentures
are negotiable instruments and title to those shamed debentures may be
transferred by delivery. Where a company issudsearer share or a bearer
debenture it must provide for the payment of dinidie or interests by the issue of
coupons to bearer. Such coupons are also negotrattuments.

36. Information on beneficial owners of domestic compammay not always be
available with the authorities in Seychelles.

International Business Companies (IBCs)

37. IBCs are registered with the Registrar of Intera Companies (the
functions are carried out by the SIBA) through Re&mied Agents-which are
licensed corporate service providers. There iseqairement for upfront disclosure
of the beneficial owners of IBCs with the SIBA. é practice amongst some of the
CSPs is to sell bulk IBCs to intermediaries ovessed@he intermediaries are not
always supervised and regulated for AML/CFT purgos€he CSPs have indicated
that they do not always hold information on theddemal owners of the IBCs sold
in bulk to intermediaries. Shelf IBCs are alsodsohline by some of the CSPs
operating in the Seychelles.

38. While the FIU seems to have extensive powers useetion 23 of the AML
Act, t it does not appear from the provisions o€ tinternational Business
Companies Act or the AML Act that the FIU may haaxess to the registers that
an IBC is required to keep under the IBC Act unldss IBC consents to it. In
addition, the deficiencies in the application of @nheasures by CSPs in practice
undermine the ability of competent authorities tavédn access to accurate
information on the beneficial ownership and contfohn IBC.



Companies holding a Special Licence under the Comp#Special Licences) Act
2003

39. A company which proposes to apply for a speci@iae under the Company
(Special Licences) Act 2003 (‘CSL Act’) must be istgred by the Registrar of
Companies under the Companies Act 1972 throughSiBA. An IBC or a
company incorporated under the laws of a jurisdictbutside the Seychelles may
continue as a company incorporated in accordantte tive provisions of the CSL
Act.

40. For the purposes of an application, an applicargtrpwovide SIBA with the
name and addresses of the directors and sharesafihre proposed company and
where the any shareholder is a nominee the namedaesses of the person on
whose behalf the shares are held by the nomineebawaso be provided to SIBA.

41. There is no requirement under the Act to providermation to the SIBA
where there is a change in the beneficial ownershithe company. A CSL is
prohibited from issuing bearer shares.

42. SIBA is bound by a duty of secrecy under the CSlt &ud is permitted to
disclose information only as permitted under the.larhis may undermine timely
access to beneficial ownership and control inforomalby competent authorities.

Trusts
43. The legal framework for domestic trusts does ndgtar the Seychelles.
International Trusts

44. An international trust may be established under Itfternational Trust Act
1994 (ITA). An international trust is defined umdthe ITA as a trust or
constructive trust in respect of which-
(a) the settlor is not any time during the durationh#f trust a resident of the
Seychelles;
(b) at all times at least one of the trustees is a@esasiof Seychelles, an IBC
(authorised by the SIBA) or a financial institution

45. As at the date of the mutual evaluation there i@&®trusts on the Register of
International Trusts.

46. A resident trustee must file a declaration of tnugh the SIBA-which in turn
is required to file the declaration in a Registetrdernational Trusts and give the
declaration a reference number. The reference sumiba declaration of trust is
the reference by which the international trustienitified and can be used officially
to refer to the international trust. In accordamgth the provision of the ITA, the
declaration of trust must not contain the naméhefdettlor or beneficiary unless the
beneficiary is a Seychellois or a body corporasédent in Seychelles.

47. A trust service provider (TSP) is a reporting gnfior the purposes of the
AML Act and is required to undertake CDD measumesaccordance with the



provisions of the AML Act. There is however, no sifie guidance in the AML Act
or issued by the FIU on CDD measures that mustppéeal with respect to trusts.
There is no express requirement to keep detailthefsettlor, trustees, or any
protector. However, one of the TSP interviewed ly team indicated that it did
undertake CDD measures with respect to the selttoreficiary and protectors with
respect to an international trust.

48. Information on the beneficiaries and settlors d&finational trusts may not
always be available and the duty of confidentialibder the IT Act may undermine
the availability of timely information to competeaithorities.

Non-profit organisations

49. NPOs must register with the Registration of Assomies Act (RA Act). An
association may be formed for a number of purppsegided that it is not contrary
to law, morality and public policy. As at the datkethe mutual evaluation there
were 214 associations registered with the Registrdihere has been no risk
assessment of the sector for AML/CFT purposes. &/lile Registration of
Associations Act enacted in 1959 and has been agdefidm time to time,
Seychelles has not conducted a review of the adgoqufathe laws and regulations
that related to NPOs. There has been no systergatitering of information
regarding the risk of misuse of NPOs for terrofisincing. Seychelles has not
conducted outreach for the NPO sector with a vievwprbtecting the sector from
terrorist financing abuse.

National and International Co-operation

50. With the Mutual Assistance in Criminal Matters Atite Extradition Act and

the Prevention of Terrorism Act Seychelles has lacg comprehensive laws that
enable it to provide a wide range of assistantkeatequest of a foreign state. Both
ML and TF are extraditable offences. These lawee Heowever not been used in
AML/CFT matters. Their effectiveness could notréfere be assessed by the team.

51. The Republic of Seychelles acceded to the UnitetbNg Convention Against
lllicit Trafficking in Narcotic Drugs and Psychopir Substances (Vienna
Convention) and has signed and ratified the Uniiadions Convention Against
Transnational Organized Crime (Palermo Conventma) International Convention
for the Suppression of the Financing of Terrorisl2003 and 2004 respectively..

Other issues

52. Overall, the Republic of Seychelles has put into atequate legal and
regulatory regime to address ML and TF threats ithean build on in the years
ahead to develop a robust AML/CFT system that minetsnternational standards
set by the FATF.

53. The Republic of Seychelles would need to addresgidiiciencies identified
in this evaluation report in strengthening the legal institutional framework it has
developed and making it effective in the short aretlium term.



54. As a jurisdiction which is committed to expandirtg bffshore financial

services sector, Seychelles needs to take concattiehs to address the AML/CFT
deficiencies identified to enable the country tondfé from a well regulated

offshore sector in the years ahead.

The capacity of the institutions involved in thght against ML and TF to
implement all the AML/CFT measures on their owtirsted. They will therefore
require technical assistance to build this capamir time. This report provides an
opportunity to technical assistance providers @age with the Republic of
Seychelles in assisting the institutions to implet®ML/CFT measures in a
prioritised way which takes account of the capacitslenges that they face.



Table 1. Ratings of Compliance with FATF Recommenda&ns

Forty Recommendations

Rating

Summary of factors underlying
rating

Legal systems

1. ML offence

PC

Although the offence of ML
extends to all types of proper
regardless of value, in the abser
of a judicial pronouncement
cannot be ascertained that wh
proving that property is th
proceeds of crime it would not
necessary that a person

convicted of a predicate offence.
There has been no mon
laundering conviction under th
new law and therefore th
effectiveness of the legislatig
cannot be assessed.

2. ML offence — mental element
and corporate liability

LC

The legislation meets all th
essential criteria, however, the
has been no money launderi
conviction under the new law an
therefore the effectiveness of t
legislation cannot be assessed.
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3. Confiscation and provisional
measures

PC

The AML Act and the PTA do ng
expressly provide powers to la
enforcement agencies for t
tracing or identification of propert
that may become subject
confiscation or is suspected
being proceeds of crime.

The AML Act is silent on the issu
of whether an application for
seizure may be made ex parte.
The application of the law has no
been tested therefore the
effectiveness of the regime canng
be assessed.
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Preventive measures

4. Secrecy laws consistent with th
Recommendations

e

PC

» There is some difficulty tg
reconcile the statutory duty ¢
confidentiality of the CBS

D

under the FIA with its duty to

! These factors are only required to be set out vhemating is less than Compliant.



report suspicious transactions
the FIU under section 11 of th
AML Act.

There is some difficulty to
reconcile the statutory duties pf

confidentiality and secrecy ¢

the SIBA with its duty to report
suspicious transactions to the

FIU under the AML Act.
The current legal framewor

does not allow for any gateway

for the exchange of informatiq
by the SIBA with competen
authorities  domestically o
internationally.

5. Customer due diligence

NC

The concept of beneficial owng
is not well articulated under the
law and there is no express
requirement under the AML
Act to take reasonable measut
to verify the identity of the

beneficial owner using relevant

information or data obtained
from a reliable source.

Criterion 5.5.1 is not met as th
AML Act applies only to
customers who are natural
persons and where the reporti
entity has reasonable grounds
believe that the person is
undertaking the transaction on
behalf of another person.

There is no express requireme
under the law to obtain
information on the natural
persons that ultimately own or
control or who ultimately
effectively control the legal
person or arrangement

There is no specific requireme
regarding the verification of

identity to be undertaken wher|
the client is a trust.

Criterion 5.7.1 is not fully met
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AML Act, does not make
reference to the risk profile or
the customer or to source of
funds.

Financial institutions are not
required to ensure that
documents, data or informatio
collected under the customer
due diligence process are kep
up-to-date and relevant by
undertaking reviews of existing
records.

Even if section 4(1) of the AML

Act permits a financial
institution to complete the
verification of identity within a
reasonable time after entering
into a business relationship it

does not specify the conditions

under which this may occur.

There is no requirement on
financial institutions to adopt
risk management procedures
with respect to business
relationships established prior
to completion of the verificatio
of identity of the customer.

There is no requirement on
financial institutions to perform
CDD measures on existing
customers if they have
anonymous accounts or
accounts in fictitious names.

There is no requirement fc
reporting entities to appl
enhanced due diligeng
measures with respect to high
risk categories of customers.

Financial institutions are not
required to ensure that
documents, data or informatio
collected under the customer
due diligence process are kep
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undertaking reviews of existing
records.

AML/CFT policies and
procedures have not been
adopted and implemented by
insurance entities and the
bureaus de change as at the d
of the mutual evaluation.

International banks operating
the Seychelles appear to

more focused on applying th
group standards rather th
adhering to the loca
requirements under the AM
Act.

There is no evidence that log
banks are effectivel
implementing AML
requirements under the AM
Act. The FIU had undertake
only one on-site inspection.

No comprehensive guidan
had been provided to financi

institutions by the FIU to mee

the gaps in the AML Act.
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6. Politically exposed persons

PC

There is no requirement und
the AML Act for financial
institutions to obtain seniq
management approval
continue a business relationsl
where a customer has be
accepted and the customer
beneficial owner is
subsequently found to be
consequently becomes a PEP

There is no requirement to tak
reasonable measures to
establish the source of wealth
and the source of funds of
beneficial owners identified as
PEPs.

There is a low level of
implementation of the
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r
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requirements of the AML Act
with respect to PEPs amongst
the banks.

Insurance entities and bureaus

de changes have not
implemented the requirements
of the AML Act regarding
PEPs.

7. Correspondent banking

PC

The requirement under Section

4(5)(a) of the AML Act, to
gather sufficient information

about the nature of the business

of the person has been couched

in general terms and does not
indicate that at the end of the

information gathering exercise
the financial institution should
“fully understand” the nature o
the respondent’s business.

There is also no specific

requirement on the financial
institution to determine whethe
the respondent has been subje
to a money laundering or
terrorist financing investigation
or regulatory action.

While under section 4(5)(a)(iv)
of the AML Act, a financial

institution is required to asses$

the respondent’s anti-money
laundering and terrorist

financing controls, the financial

institution is not required to
ascertain that these measures
are adequate and effective.

In practice there is no effective
implementation of the
requirements of the AML Act
by the banks.
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8. New technologies & non face-
to-face business

NC

There are no requirements
under the AML Act for
financial institutions to have
policies or take appropriate

measures to prevent the misuse

of technological developments
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in money laundering or terroris
financing schemes.

Financial institutions are not
required to have policies and
procedures in place to address
any specific risks associated
with non-face to face business
relationships or transactions
when establishing customer
relationships and when
conducting ongoing due
diligence.

9. Third parties and introducers

NC

Criterion 9.1 is not met as the
deficiencies identified with
respect to criteria 5.3 to 5.6
above will also apply here.

* The AML Act does not

expressly specify that the third

party or intermediary must be
regulated and supervised for
AML/CFT purposes as required
under Recommendations 23 and

24 nor does it indicate that th

supervisors should have

adequate regulatory and
supervisory powers as required
under Recommendation 29.

There is no requirement for the

financial institution to satisfy
itself that the intermediary or
third party has measures in

place to comply with the CDD
requirements as set out in
Recommendation 5.

There is no determination from
competent authorities in the

Seychelles on which countrie

the third parties that meet the

conditions must be based.

There is no express requirement

under the AML Act to remind

financial institutions that the
ultimate responsibility of

ensuring customer identificatign

and verification remains with

them.

There is no evidence to show

that the requirements of the

1%
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AML Act have been effectively

implemented in practice.

10.Record keeping

PC

There is no requirement for the

transaction records to be
maintained to also include the

customer's and beneficiary
name and address.

There is no requirement und

the AML Act to keep records of

account files and busine
correspondence.

There is no effective complianc

with the requirements of th
AML Act by Insurance entitie
and bureau de change

There is no provision which wi
enable a competent authority
require records to be kept for
longer period in specific cases.

The wordings of the section 6(
of the AML Act are ambiguou

to reconcile in practice as they

provide for different retentio
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periods depending on the nature

of the records.

At the time of the onsite visit th

record retention requirements
under the AML Act had not been

tested and there is therefore
evidence to conclude that there

effective implementation of these

requirements.
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11.Unusual transactions

PC

There is no specific retention
period for which the required
records must be kept by
financial institutions.

Not all financial institutions
have put into place measures
comply with this requirement
Insurers and insurance
intermediaries are not aware g
their obligations under the
AML Act.
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* There is no requirement to
make these records available
auditors.

12.DNFBP - R.5, 6, 8-11

NC

The same deficiencies apply for
DNFBPs as for financial
institutions with respect to
Recommendations 5, 6, 8-11 and
17.

DNFBPs (other than TCSPs) have
not adopted and implemented the

requirements of the AML Act.
DNFBPs (other than TCSPs) are
generally not aware of their
obligations under the AML Act.
While the TCSPs were relatively
more aware of their obligations
under the AML Act the level of
compliance by TCSPs with the
requirements of the AML Act was
minimal as they found the
obligations too onerous.

13. Suspicious transaction reporting

PC

There is no obligation to make a
report upon suspicion that funds
are the proceeds of a criminal
activity

There is no requirement to report
suspicious transactions that invol
tax matters

There is a low level of AML/CFT
awareness amongst financial

institution that makes it difficult for

them to identify suspicious
transactions to enable them to
make a report to the FIU.
Insurance entities have not
implemented AML/CFT

procedures which will enable them

to make a suspicious transaction
report to the FIU.

14.Protection & no tipping-off

This recommendation is fully met

15. Internal controls, compliance &
audit

NC

Insurance  entities have n
implemented AML/CFT system
and procedures

(0]
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There is no effective complianc
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by international banks with the
requirements of the AML Act.
International Banks applied their
respective Group standards.

» There is no requirement to ensyre
that the Compliance and Reporting
Officer and other staff have timely
access to customer identificatipn
data and other CDD information
transaction records and other
relevant information.

* There is no effective
implementation for the requirement
of the audit function to test thejr
AML/CFT systems and procedures.

—

* The financial institutions do ng
have an in house AML/CFT
training programme to ensure that
all their relevant employees are
trained on an ongoing basis.

16.DNFBP - R.13-15 & 21 NC » Similar technical deficiencies in
the AML Act relating to Rec. 13,
15 and 21 that apply to financial
institutions also apply to DNFBPs.

* Although DNFBPs are covered by
the scope of the AML Act, in
practice little has been done |to
implement the provisions withip
the DNFBP sector (other than
TCSPs) and thus practical
application is extremely limited.

e There are no requirements
concerning the implementation pf
internal controls by reporting
entity who is an individual and
who in the course of carrying an
his or her business, does not
employ or act in association with
any other person.

17.Sanctions PC * While there are criminal sanctions
that apply the supervisory
authorities are not empowered |to
take effective, proportionate and




dissuasive regulatory action against

financial institutions and the
officers or employees that fail t
comply with AML/CFT
requirements.

It is difficult to gauge the
effectiveness of the sanctioning
powers under the AML Act as
these powers have not been used
and tested.

18.Shell banks

PC

While there are some provisions
regarding correspondent banking

relationships, there is no expre
provision  prohibiting  financia
institutions to enter into, Q@
continue correspondent
relationships with shell banks.

There is no requirement for
financial institutions to satisfy
themselves that respondent
financial institutions in a foreign
country do not permit their
accounts to be used by shell bank

19. Other forms of reporting

NC

The authorities in the Seychell
have not considered the feasibil
and utility of implementing
recommendation 19.

20.0Other NFBP & secure
transaction techniques

PC

» Seychelles has not taken
sufficient steps to encourage t
development and use of mode
and secure techniques for
conduction financial
transactions that are less
vulnerable to ML.

21. Special attention for higher risk
countries

NC

* There is no
implementation by all financig
institutions of the requiremen
of the AML Act.

» There are no measures to ens
that reporting entities ar
advised of concerns abo
weaknesses in the AML/CF
systems of other countries.

banking

effective

(0]
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e AML/CFT framework does no

make these records available
auditors.

make  provision for  the
possibility to apply appropriat
counter measures where

country continues not to app

or insufficiently applies the

FATF Recommendations.

22.Foreign branches & subsidiarie

NA

Financial institutions in the
Seychelles do not for the time
being have branches or subsidiar
conducting business overseas.

es

23.Regulation, supervision and
monitoring

PC

While there
competent authority
responsibility to
financial institutions adequate

comply with the requirements to
laundering and
terrorist financing it has just started

combat money
its operations and much work h
to be undertaken by the FIU
meet
obligations.
Insurers and
Intermediaries are not subject
the 1AIS Core principles.

is a designated
with
ensure that

its statutory duties and

Insurance

as
fo

to

The criteria to be satisfied for the

fit and proper test for insurers a
insurance
defined.
There is no requirement for mon
or value transfer operators to
licensed or registered under t
laws in Seychelles.

There is no effective monitoring ¢
money or value transfer operatg
to ensure
AML/CFT requirements.

Not all financial institutions hav
implemented the requirements
the AML Act.

24.DNFBP - regulation, supervisio
and monitoring

NC

* There is no effective

implementation of this
recommendation in the DNFBF
sector.

compliance  with

nd

intermediaries are not

ey
be
he
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There is no actual supervision
of the DNFBP sector in
practice.

Same deficiencies relating to

Rec. 17, 29 and 30 with respect

to the FIU that apply to
financial institutions also apply
to DNFBPs.

25.Guidelines & Feedback NC No guidelines have been issue
by the FIU to assist DNFBPs tp
implement and comply with
their respective AML/CFT
requirements.
Institutional and other measures
26.The FIU PC The FIU is a new institution

with very little experience in

implementation of AML/CFT
requirements under the new
law.

No guidelines had yet been

developed for reporting entities.

Although the FIU has sufficient
powers to access information
effectiveness could not be

measured as these powers ha

not been used and tested at the

time of the mutual evaluation.
The FIU had not acquired
operation independence. At th
time of the onsite visit it was
still very reliant on CBS-
sharing its computer system,
budget, and office premises.
Although the legal framework
meets the criteria for Egmont

Group membership the FIU was

not an Egmont member. The

application for membership was

under consideration.

While the legal gateway for
exchange of information has
been provided under the AML
Act, the procedure is time
consuming as other authorities
must be consulted before
information is shared.

o
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27.Law enforcement authorities

PC

Although the Police are statutori

mandated to investigate ML and

y

TF cases, the Financial Fraud

Squad which was recent

y

established has limited capacities,

skills and
successfully investigate ML an
TF offences.

There are no measures in place
allow police officers to postpon

or waive the seizure of money for
the purpose of identifying persons

involved in ML activities or for
evidence gathering.

Given that the AML law was
recently enacted there is no
method of evaluating the

effectiveness of the program at th
present time.

28.Powers of competent authoritie

PC

Police officers have powers to
investigate and seize and obtain
evidence.

Police officers have the power to
take witness statements on for ug
in investigation and prosecution ¢
ML, TF and other underlying
predicate offences.

A low level of AML/CFT
awareness amongst law

enforcement agencies and lack of

trained personnel and supporting
equipment however undermine th
quality of investigations.

equipment to

d

to

e

5
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e

29. Supervisors

PC

The powers of the FIU have n

ot

been sufficiently tested as these

powers have not been us
extensively. The FIU ha
conducted only one on-si

ed

inspection at the time of the mutual

evaluation.

The FIU is under staffed to sustain

its statutory duties and functions.

The staff members (other than the

Director) have no
experience on AML/CFT and ha
to undergo extensive training to

previous

e
pe
te

able to effectively undertake ons




inspections and the compliance

monitoring function.

Not all Financial Institutions have
implemented the requirements of

the AML Act.

30.Resources, integrity and trainin

NC

There is limited capacity acros

all the agencies in Seychelles
address AML/CFT issues.
The FIU is under staffed to

sustain its statutory duties and

functions.

The staff members (other than
the Director) of the FIU have no

previous experience on
AML/CFT and have to underg

extensive training to be able tq

effectively undertake onsite

inspections and the complianc|

monitoring function.

As the FIU is still reasonably
new and is reliant of the CBS
for establishment, Board
decisions and budget, it is too

soon to tell whether they will be

in a position to operate freely
without any undue interferenc
or influence.

(%)

to
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31.National co-operation

NC

The Task Force had just been

set up and there was no
evidence as at the date of the
mutual evaluation that it is
effective.

The FIU had not entered into

any agreement or arrangement

with domestic authorities for
exchange of information.

32. Statistics

NC

Authorities in Seychelles do n

review the effectiveness of their
systems for combating ML and

TF on a regular basis.
Comprehensive statistics are
maintained by all competent
authorities.

ot

not

33.Legal persons — beneficial
owners

NC

There is no access in a timely

fashion to adequate, accurate

current beneficial ownership and

and




control information for all
companies.

There is no central registry system
that keeps records of ownership

and control details for IBCs.
Due to deficiencies in th
implementation of

Recommendation 5 information on

beneficial ownership and contr

information is not always

available.
The secrecy provision relating

the shareholder information under

the CSL Act undermines time

access to beneficial ownership and

control information with respect to

CSL as a court order is required.
There are no controls in place
ensure that bearer shares are

to
not

misused for ML purposes and that

information on the identity of

bearer shareholders is available.

34.Legal arrangements — beneficia

owners

NC

» There is no adequate
mechanism to ensure that there

is adequate transparency
concerning beneficial
ownership and control
information on trusts.

Only a declaration of trust,
which does not disclose
information on the settlor and
beneficiary of an international
trust, must be filed with the
SIBA.

Deficiencies in the
implementation of

Recommendation 5 undermine

the availability of adequate,
accurate and current
information on international
trusts from TSPs.

Competent authorities (other
than the FIU) are not able to
obtain or have access to
adequate, accurate and currer
information on the beneficial

ownership and control of trusts.




International Co-operation

35.Conventions

PC

The relevant provisions of the Vienna
and Palermo Conventions have not
been fully implemented.

36. Mutual legal assistance (MLA)

PC

The assessment team was not i
position to make an assessment
the timeliness and efficiency ¢
processing AML/CFT reques

given that no statistics of suc

requests were made available
Confidentiality provisions under th
offshore legislation may hindé
disclosure of information by SIBA
The MACM Act does no
specifically make provision fo
avoiding conflicts of jurisdiction
when determining the best ven
for the prosecution of a defenda
in the interests of justice and
cases that are subject to prosecu
in more than one country.

Lack of effective implementation i
AML matters

37.Dual criminality

LC

The assessment team was not i
position to make a determination
the effectiveness of these measu
in relation to AML/CFT matters ir
practice. At the time of the onsi
visit Seychelles had not receiv
any such request.

38. MLA on confiscation and
freezing

PC

There is no express reference un
the MACM Act regarding reques
relating to property o]
corresponding value

There are no arrangements
coordinating seizure an

confiscation actions with othe

countries as at the date of the ong
visit.

Seychelles has not established
asset forfeiture fund into which th
confiscated property will b
deposited.

There are no provisions in the |3
regarding the sharing of confiscat
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or indirectly a result of coordinated
law enforcement actions.

» Lack of effective implementation

39. Extradition PC * There is no evidence to support that
the measures and procedures
adopted allow extradition requests
and proceedings relating to ML to
be handled without undue dgla

* The assessment team was not in a
position to make a determination pn
the effectiveness of these measures
in relation to AML/CFT matters in
practice. At the time of the onsite
visit Seychelles had not received
any such request.

40. Other forms of co-operation PC * SIBA has no gateways for
exchange of information with
foreign counterparts.

* The FIU has no express powers
to conduct inquiries on behalf
of foreign counterparts

» The CBS and SIBA are not
permitted under domestic law to
conduct investigations on behalf
of foreign counterparts.

* There are no controls or
safeguards in place to ensure
that information received by al
competent authorities is used
only in an authorized manner.

* Lack of effective
implementation

* No statistics have been
provided to show that requests
may be dealt with promptly.

Nine Special Recommendations Rating Summary of factors underlying
rating
SR.I Implement UN instruments PC * The ICSFT has not been fully
implemented.

* The procedures in place for
UNSCR 1267 and 1373 are not if
line with the standard and UNSC
1267 is not implemented in a
satisfactory manner.

X -

SR .1l Criminalise terrorist financing PC » There is no express reference made
to terrorist acts, a terrorist
organisation and an individual




terrorist

The PTA does not provide for the
definition of the term “fund” as se|
out in the TF Convention. The
absence of such a definition may
undermine the offence of TF und
section 5 of the PTA.

The PTA does not expressly
provide that the TF offence apply

t

regardless of whether the person

alleged to have committed the

offence(s) is in the same country
a different country from the one

which  the terrorist(s)/terrorist
organisation(s) is located or the
terrorist act(s) occurred/will occur.

The PTA does not expressly
provide that the intentional
element of the offence of TF may

be inferred from objective factu
circumstances.

Effectiveness cannot be assessed.

SR. I

Freeze and confiscate terroris
assets

NC

The procedures in place are not

effective and would not enable t

freezing without delay funds and

ne

other assets of persons designated

under UNSCR 1267.

There are no effective procedures

in place to freeze without delay

terrorist funds or other assets
persons designated in the cont
of UNSCR 1373.

There is no system in place f

communicating actions taken

under the freezing mechanisms
the financial sector immediate
upon taking such action.

financial institutions and oth
persons or entities that may

No guidancehas been provided{)

of
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holding targeted funds or other

assets concerning their obligations

in taking action under freezing

mechanisms.

There are no effective and publicly

known proceduresor considering

de-listing requests and for
unfreezing the funds or other

assets of de-listed persons |or

entities in a timely manner

consistent with international
obligations.

There are no effective and publicly

known proceduregor unfreezing,

in a timely manner, the funds or

other assets of persons or entities

inadvertently affected by R
freezing mechanism upagn
verification that the person or

entity is not a designated person,

SR IV Suspicious transaction reporti

PC

Insurance entities have npt

implemented AML/CFT|

procedures that will enable them|to
make a suspicious transaction

report to the FIU.

There is a low level of AML/CFT
awareness amongst financial
institution that makes it difficult for
them to identify suspicious
transactions to be able to report
them to the FIU.

SR.V International co-operation

PC

The assessment team was not in a

position to make an assessment

the timeliness and efficiency of

of

processing CFT requests given that
Seychelles had received no such
request at the time of the onsjte

visit.

Confidentiality provisions under the
offshore legislation may hinder

disclosure of information by SIBA

The MACM Act does not
specifically make provision fo
avoiding conflicts of jurisdictiorn

=



when determining the best ven
for the prosecution of a defenda
in the interests of justice and
cases that are subject to prosecu
in more than one country

There is no express provisic
regarding requests relating
property of corresponding value.

There are no arrangements in plg
in Seychelles for coordinatin
seizure and confiscation actio
with other countries.

SR VI

AML requirements for
money/value transfer services

NC

There are no requirements for

MVT operators to be licensed
registered in Seychelles.

The other relevant FAT
Recommendations  which @
applicable are not wholly satisfig
under the requirements of the AM
Act.
There is no requirement

maintain a current list of agents

which must be made available
designated competent authority.

The FIU does not have proper
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procedures in place to adequately

monitor compliance by MVT

operators with FATF requirement

SR VII

Wire transfer rules

PC

There is no requirement for the
receiving intermediary financial

institution to keep a record fg

five years of all the information
received from the ordering
financial institution ~ where

technical limitations prevent th
full  originator  information
accompanying a cross- bord

wire transfer from  being
transmitted with a related

domestic wire transfer.
It is not clear who is responsib

for monitoring compliance of
financial institutions with the

"2

wire transfers requirements.




It is not clear whether the

Circular Letter is enforceable and
therefore whether criteria 17.1-
17.4 will apply in relation to the
obligations regarding financia

institutions.

SR VIII Non-profit organisations

NC

No review of adequacy of laws and

regulations to ensure that NPOs

are not being misused for TF by

virtue of their activities

No outreach conducted to NPO
sector regarding threat
of TF

No effective supervision or
monitoring of NPOs

No sanctions applied to NPO for

failure to comply with the

provisions of the RA Act

No record keeping requirement

applicable to NPOs

No gateways for sharing non

public information with domestic

authorities

SR. IX Cross Border Declaration &

Disclosure

NC

There is no disclosure or
declaration requirement in place
in the Seychelles. Even though
this requirement can to some

small degree be dealt wi
through

to meet this criterion.
A reporting system to the FIU @

suspicious cross border
transportation of cash or other

negotiable instruments has not \
been put into place.

In the absence of a disclosure
declaration system to dete

physical transportation q
currency and negotiabl
instruments in Seychelle

S
international cooperation will be

difficult to implement.

There is no explicit requirement

to report unusual cross bord

movement of gold or diamonds to
competent authorities of other

countries.

exchange control
thresholds, this will not be enough
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Table 3: Authorities’ Response to the Evaluation

Relevant
Sections
and
paragraphs

Country Comments

15

AG’s Office
Since the beginning of 2008, a legal expert undéreo review of the
Criminal Justice System and a report of his findingas later
submitted to the President of the Republic. A revid the current
criminal justice system is to take place basedhenrécommendation
contained in the report.

17,284

Seychelles Police

Since 2007, a reorganization of the Seychellexc@dlas begun. Thi
includes the creation of an Anti-Corruption Unit, AML Unit, Anti-
Terrorist & Intervention Unit and a Criminal Intgience Unit. The
Seychelles Police Force Act is in the process ofgoamended.

National Drugs Enforcement Agency
A National Drugs Enforcement Agency was create@007 to lead
and co-ordinate the national effort against dradfitking. It has beer
successful in the interception of local as wellfa®ign individuals
involved in drug trafficking.

18

Seychelles Customs
The Customs Management Act is in being amendedeapdcted tg
be presented to Parliament soon. In March 2008, AS¥ CUDA
System was implemented.

%)

()

N

75

The Non-Bank Financial Services Authority has besgiaced by the

Financial Market and Securities Division which Wik regulating the

same financial services and institutions.

1%

26, 28,241,
416,
481, 512,
522, 598,
603, &
R. 25

Lack of Guidance and banks apply group AML/CFT

The Guidelines on AML/CFT for Reporting Entities$eychelles wa
disseminated to all Reporting Entities in Decem®@d7. During on-
site examinations, examiners from the FIU verify etifer the
Reporting Entities have indeed received it, thatdtaff have read an
understood its contents and are complying withrdtpiirements. On
of the recommendations made by the examiners ighbabanks hav
to produce an AML/CFT Manual for internal use basmd the
requirements of the AML Act 2006. During on-sitespections,
examiners from the FIU request for such a copyramigw it to verify
whether it conforms to the requirements of the Attis includes thg
appointment of the Compliance & Reporting Officaddis/her duties
and whether these are being carried out.

During on-site inspection of reporting entities,aminers from the
FIU verify that the requirement on verification tie identity of
customers is being complied with. The records o tharious
Reporting Entities examined so far are physicadisified.

1°2)
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During on-site inspections of the 5 Domestic Baaksl 1 Offshore
Bank, examiners from the FIU have reviewed their LAGFT

Procedural manuals to see whether they containetheirements of

the AML Act 2006. In instances whereby some reguésts are
lacking, the bank is given a time limit of four vikseduring which it
has to amend the procedural manual and submit @mded copy tq
the FIU for its records.

29, 32, 602,
678 & 680

The FIU has undertaken the inspection of only cerekbCompliance
with the provisions of the AML Act is not effective

In addition to the inspection of 1 Domestic and fisore Bank in
August 2006, examiners from the FIU have to-datedooted and
completed the inspection of 4 other Domestic baokg Bureau d¢
Change, 2 MVT's and 44 CSPs to verify compliancahwihe
requirements of the AML Act 2006. Once the inspmttprogram of|
the CSPs is over, the FIU will inspect the remajmiaporting entitieg
including DNFBPs.

38

Does not appear that the FIU may have access tisterg of an IBC

Under Sec. 23 (1) of the AML Act, the FIU is autlzed to enter any
premises and examine records of reporting entitiesensure
compliance with the requirements of the Act. Durirg-site

inspection of CSP’s, examiners from the FIU hawpested for and

verified registers of IBC’s to ensure compliancehte AML Act 2006.

Under Sec. 19 (c), the FIU can request for inforomatrom Reporting
Entities which has been done on several occasimhshee CSP’s hav
complied with the requests within forty eight haurs

242

648 & 657

The reporting form does not cater for multiple oonplex
transactions

Since 2007, STRs have been submitted to the Fltherdesignate
reporting form which has been disseminated to apdrting Entities
The reporting form has been refined and reportingtieEs have bee
asked to submit additional material that will beasisistance to th
FIU.

a reporting form has not been provided to otherdrepg Entities

A new reporting form specifically for DNFBPs and h@t Non-
Financial Reporting Entities has been designedveasl disseminate
on August 7, 2008 to all such reporting entities.

249

FIU has powers to obtain additional information. 8¥hs of concern
is lack of procedures to do so.

The procedures are contained in the FIU'S Operatibtanual which
was completed in December 2007

263 & 264

Not prepared an annual report
In March 2007 and 2008, the FIU submitted an AnrRegbort on itg
activities the previous year to the Board of CBSaatordance with
the requirements of the AML Act. The Secretary lvé Board thern
submitted a copy to the National Assembly as isiired under the
legislation.

D
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Membership of Egmont Group




265

Approaches to the Egmont Group have already beele imathe mair
sponsors, the Mauritius FIU and the French FIU,cFma. The
Director of the FIU participated in the " @&gmont Annual Plenar
Meeting which was held from May 950 29", 2008, in Seoul, Kore
where our application for membership was being iclemed. The twg
sponsors will be making an on-site visit to the killearly Decembe
of this year following which a report will be sultied to the Egmon
Outreach Working Group. It is expected that Seyebelill be
admitted as a member at the next annual plendvain2009.

276 & 279

FIU should develop procedures and registers to kesgk of requests

for additional information & protect the confideality thereof
Individual files on all requests received from figéal institutions
have been maintained by the Bank Supervision Qinisif CBS since
1998 and were all kept under security. A databdasalloSTR s
received was”™ maintained and when the FIU was ksttiald in 2006,
all requests received are maintained in individiled.

The procedures are contained in the FIU Operatibfenual.
Individual files for requests received are maingginand are ke
under security.

303

Staff need to be trained on AML/CFT issues

One of the FIU's main aims is to ensure that sain the different
law enforcement and supervisory agencies receivesappropriate
training to help them in the fight against ML/CHMm. April 2007, the
FIU in collaboration with the US Treasury Officeganized a loca|
workshop on “Financial Investigative Techniques lavestigators”.
Staff from Customs has participated in a workshopCooss Border :
workshop in 2007, Officers from Customs participaite a workshop

on Cross Border Transportation of Cash and Otheruments. Police

officers have also participated in AML training oseas as well a
local sessions organized by the FIU. Furthermonmsces 2007 the
Seychelles Institute of Management started inclyidionducting 3
workshop on AML for financial institutions and othénterested
parties in the private as well as public sector.

In April 2007, SIBA organized a workshop on AML fall offshore
practitioners and the FIU Director gave a pres@rabn AML and
the statutory requirements of reporting entitiemffSfrom the FIU
participated in the workshop.

Staff of the FIU, Police, AG’s office and SIBA haarticipated in
AML/CFT workshops overseas organized by the Wor&hiB IMF,
BIS and US Treasury Office. Furthermore, staff fribwa FIU has bee
on short term attachments to the Mauritius FIU.

Since the beginning of 2007, an expert from thaéd®ffor Technical
Assistance (OTA) in the US Treasury Department bagn to
Seychelles on several occasions to assist andttraistaff of the FIU
on all aspects of its operations. Additionally, thié staff of the FIU
has participated in AML/CFT Workshops organizedreeas during
2007 and 2008.

o<

—

D

155




309

Act 2 of 2008 de-criminalizes possession of foreignchange
Currently the offence which remains is the unauteat dealing in
foreign exchange.

334 & 352,
413,418 &
482

Bureau de Change have not implemented internal AWML/
procedures and level of awareness is limited

The FIU conducted an on-site inspection of a BurdauChange ir
December 2006 and apart from verifying compliance the
requirements of the AML Act 2006 and PreventionTefrorism Act
2004, they also verified the existence of interm@ML/CFT
procedures.

Staff of the Bureau has also participated in AMairtiing provided by
staff of CBS, the FIU and the IMF Mission betwed02 and 2006
The Director of the Bureau that was inspected presly employed ir
a senior position with an international bank anckeneed training or
AML.

A copy of the Guidelines on AML/CFT issued by théUFin
December 2007 was disseminated to the Bureau.

342, 352,
366, 418,
483, 491,
493,536

Insurance entities have not implemented AML/CFTsuness
The Securities & Financial Markets Division (S & D) has set uf
procedures to ensure that the insurance entitiesplyo with the
requirements of the AML Act 2006 and Insurance Att2008.
License application forms state that all insuraectties are required
to have Compliance and Inspection Officer and thiegaate
procedures to ensure compliance to the provisidriheo AML Act.
Also, the compliance checklist enforces such reégnfarequirements
The FIU will be conducting training on AML/CFT fdhe staff of the
two insurance companies. This will be followed Imsite inspections
by examiners from the FIU to verify compliance e trequirement
of the Act.

2

Representatives form the two Insurance companidgipated in the
AML/CFT training conducted by the IMF Mission in @ember 2006
whereby they were made aware of their statutorigabbns under the
AML Act

353

No specific provision in AM Act for verification ioentity of a trust
Section 11.3 of the Guidelines on AML/CFT dissertéda to
Reporting Entities in December 2007 contains procesl for
verification of trusts including the ultimate beioéries.

339, 478 &,
604

The FIU has conducted only one on-site inspection
In August 2006, examiners from the FIU inspectddoaestic Bank
and an Offshore bank to verify that the requirermeritSec. 6 of the
AML Act are being complied with. As this is priop tthe actua
Mutual Evaluation It is definitely not a post omsdevelopment

3%

Examiners from the FIU have also conducted thegcspn of 4 othef
Domestic banks and 2 MVT operator operators to rensampliance




with the requirements on wire transfers.

524

FIU staff has little exposure to AML/CFT issues

In 2007 two more staff members were recruited lnigpghe total FIU
staff complement to five. All the staff members @aveceived
continuous AML/CFT training overseas organized hyeiinational
organizations like the IMF. World Bank, BIS, US @sery,
ESAAMLG and UNODC. Members of staff have also beanshort
term attachments at the Mauritius FIU. They hawe alarticipated ir]
local training on AML organized by the US TreasuByBA as well as
in-house training conducted by the Director.

513, 523
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No feedback provided to reporting entities
Since January 2007, the FIU has been providing biagd to the
reporting entities on all STRs submitted. The refgv law
enforcement agency to which STRs have been diss¢edirprovide
feed back to the FIU on the status of all repogteived by them),
whether the case is pending in court, dismissedutiir lack of
evidence, still under investigation, pending in rtoar closed due to
the passing away of the suspect. The FIU in tuiorins the reporting
entity on the feedback received with regards totipdar caseg
reported by them.

531,532, &
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While there is an express statutory obligation be teporting entity
to train its employees, there has been great rekaon the Central
Bank to provide training.
The one Domestic Bank and one Offshore bank insgeict August
2006 already has an in-house training program &affl members are
sent for ongoing training on AML to their regionaffice overseas|
Staff members dealing with customers have to urdargearly exan
on AML and have to obtain a pass mark of above 8%e able tq
handle opening of customer accounts.

Following the inspection by the FIU, all the othHmnks have been
organizing in-house training on AML and have sdmtirt staff to
AML/CFT workshops organized locally by SIBA and tBeychelles
Institute of Management. The FIU disseminates &iins to overseq
seminars on AML/CFT to the local banks and someédnrave even
sent their staff to participate in such seminars.

n
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The FIU must ensure that all financial institutiomstablish and
maintain AML/CFT policies and procedures.

During on-site inspections of the banks, examirfeosn the FIU
verify their internal AML/CFT procedures to see wier they comply
with the requirements of the AML Act. In instancelere is does ng
fully comply with the requirements, the bank isegiva specified time
limit of four weeks to incorporate the requiremeatsd submit ar
amended copy to the FIU.

—t
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No on-site inspection of money transmission sesweere conducted
Prior to the establishment of the FIU in 2006, eixemrs from the
Bank Supervision Division of the CBS conducted awns of the
two money transmission services which covered c@ampé to the
AML Act 1996.




During 2007, examiners from the FIU conducted apéttion of the
two money transmission service providers to vecifynpliance to the
requirements of the AML Act 2006.

R.29

Staff have no previous experience in AML/CFT

The FIU has a complement staff of five, all of whiiawve received
training on AML/CFT overseas. STRs received arelyaed and
disseminated to the appropriate law enforcementh@age and the
inspection program is ongoing with 5 domestic bariksoffshore
bank, 1 bureau, 2 MVT operators and 44 CSPs insgest far. The
FIU has also provided training on AML for staff die reporting
entities, law enforcement and supervisory agencies.

644

Build up effective AML culture in this area

The DNFBPs participated in the AML/CFT training docted by the
IMF Mission in September 2006 wherein they wereingied of their
statutory obligations under the AML Act 2006.

DNFBPs have participated in AML training conductad SIBA, the
Seychelles Institute of Management and the FIUrdu2i007.

The Guidelines on AML/CFT issued by the FIU in Deder 2007,
was disseminated to all DNFBPs.

646

Important vulnerability exists in offshore sectohigh relates to
AML/CFT

Since October 2007, the FIU has commenced an itispggrogram
of reporting entities involved in the offshore sedb ensure that the
are complying with the requirements of the AML Athey have sq
far completed the inspection of 44 CSPs. Since 2@BA also
commenced an on-site inspection of CSPs to ensumgl@ance to the
various pieces of legislation regulating such eit

<
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Concerns about FIU to preserve confidentiality

As regards confidentiality of information transrad{ in 2007 the FI{
Director met with a delegation from CSP Associatrdmrich included
its Chairman and had discussions on this issuehMmwe proved to
be fruitful to both parties and allayed their camse

679

FIU to be sufficiently resourced

In 2007, two new staff members were employed byRiue making a
total complement staff of five which is currentlyficient to allow the
FIU to perform its duties of receiving, analyzingdadisseminating
STRs, and on-site inspection to ensure compliamtled requirement
of the AML Act.

)

With the enactment of the Anti Money Laundering @wdment) Act
2008 on August 18, 2008 which made provisionsHerdreation of an
Assets Recovery Unit, four new members of stafiehaeen recruited

The authorities in Seychelles must put in placergmate measures
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to ensure that bearer shares are not misused fophtposes and thg
the identity of the shareholders is available.

Amendments have already been drafted to be presentbe relevant
authorities to be made law.

755

Meetings will be organized between the FIU, the LEmforcement
agencies and the Supervisory agencies to discugs t@amprove co
operation and the regulatory regime.

The Task Force first met in December 2006 and megetiare
organized on a quarterly basis or when such a aesels. It comprise
of representatives from the Police, Tax, Custommsnigration, CBS,
the Licensing Authority, SIBA, Attorney General'$fide, Ministry of
Foreign Affairs, National Drugs Enforcement Agerayd the FIU
Issues related to AML/CFT are discussed and therirghaof
information on these issues take place and thisldthso successfyl
interception of criminals by some agencies.

)
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The Task Force has just been set up and no evidkaté is effective
Since December 2006, the Task Force has been mestia quarterly
basis to discuss issues of co-operation and sharinigitelligence
information, latest trends and typologies in AML/IGRerrorist freeze
lists, international co-operation and methods oprioning the fight
against ML/FT.

The Task Force has proved to be effective becanisemation share(
has proved to be vital to some of the participataggncies wher
criminals involved in drug trafficking have beenercepted at thg
international airport.
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For the purposes of inquiries on behalf of its fgrecounterparts, the
FIU has not yet searched its databases, obtainédrrimation from
reporting entities

The FIU has requested for information from repgrtientities ang
disseminated same to its foreign counterparts.eS2007, the FIU has
requested information from one jurisdiction and sdiminated
intelligence information to seven foreign jurisébcts.

861

One of the banks visited provided statistics obregpsent to the FIU
that did not correlate with the figures providedthg FIU.
The particular bank in question was engaging ireigi’e reporting
by simply submitting STRs without even making anyrtlier
enquiries. The bank was informed of this on threeasions by the
Bank Supervision Division of CBS and advised to diart further
enquiries prior to submitting STRs. Further encuitey the bank
revealed the transactions not to be suspicioustlmge previously
submitted were still considered in the bank’s staf$, hence th
discrepancy with the FIU’s statistics in its datsda

11%

There is limited capacity across agencies in Sdiehdo address
AML/CFT

Since 2007, a number of agencies have been exposedining on
AML. In March 2007, the US Treasury in collaboratiwith the FIU
organized a one week Workshop on Financial Invastig techniques
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256 & 854

for officers from Law Enforcement agencies thatuded the Police
Customs, Tax and the FIU.

In April, two senior officers from the Customs Ddien participated irj
a Workshop on Cross Border Transportation of Cash Einancial
Instruments held in Zambia.

Staff from the AG’s Office, SIBA, the Police andethFIU has
participated in AML/CFT Workshops on AML/CFT orgaed by
international organizations in countries such asidiga, Zambia,
Botswana, Namibia, Kenya, Tanzania, Egypt, Ireland Switzerland
Locally, the FIU has been conducting training on |AKr the Police
at its Academy.

The FIU is reliant on CBS for its establishmentaBbdecisions ang
budget
Since its establishment in June 2006, the FIU heasnboperating
freely without any interference from the CBS or iBoard of
Directors. The FIU Director makes his own decisiwhether to
disseminate any STRs received without any undueen€e. The only
contact the FIU has with the Board of Directorhis submission of
Report on its Activities during the previous yedrnieh is a statutory
requirement.

With the enactment of the AML (Amendment) Act 2008 August
18, 2008, the FIU is now an independent entity itshown budget
and is no longer responsible to CBS.

R 32

The authorities do not review the effectivenessheir systems t(
combat AML/CFT

The various authorities are reviewing the effectass of thei
systems. Since the establishment of the NationalLAWT Task
Force in December 2006, all the relevant agencigslved in the
fight against money laundering and terrorism finagchave beer
meeting regularly every quarter to share intellgeratest trends an
typologies on these issues. There is now moreadatien amongst th
different agencies which has led to the intercepti foreign and
local individuals involved in drug trafficking botht the airport ang
sea port area.

The FIU has commenced an inspection program oC®ies to ensur,
that they comply with the requirements of the AMIctASo far, 44
CSPs have been inspected. Once this is complétedl, then conduct]
inspections of the other reporting entities such iasurance
companies, etc.

SIBA has also since 2007, commenced an inspectiogram of the
CSPs to ensure that they are complying with theditioms of their
licence, the IBC Act and other pieces of legiskatertaining to the
offshore sector.

SIBA has recently embarked on a comprehensive weufethe laws
and corresponding guidelines it administers inti@hato the busines
conducted by the ICSPs and ITSPs. SIBA is revieuliegpractices o
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the service providers in relation to their clienteddiligence ang
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verification processes after which under Sectionoflghe ICSP Act
will issue guidelines to the service providers toprove existing
standards.

Comprehensive statistics are not maintained by @mpetent
authorities

The FIU has made improvements on its databaseallfoxformation
received from reporting entities. With the creatmfnthe new Asset
Recovery Unit, further improvements to the database envisaged.

The Police, Immigration and the AG'’s office arecails the process g
making improvements to their databases.
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