[30" August 2024] Virtual Asset Service Providers 192

REPUBLIC OF SEYCHELLES SUPPLEMENT TO OFFICIAL GAZETTE ACT

VIRTUAL ASSET SERVICE PROVIDERSACT, 2024
(Act 12 of 2024)
ARRANGEMENT OF SECTIONS

SECTIONS
PART |
PRELIMINARY
1. Short title and commencement
2. Interpretation

RROooo~No O

o

12.
13.
14.
15.
16.

PART I
FINANCIAL SERVICESAUTHORITY

Designation of authority
Functions and powers of Authority in relation to virtual asset service
providers

PART I11
LICENSING

Sub-part A: Carrying on business of virtual asset services

Prohibitions

Permissible entities and activities
Licensing

Conditions attaching to licence
Suspension or revocation of licence
Surrender of licence

Register of licensees

Sub-part B: General obligations of licensees

Fit and proper assessment

Substance requirements

Business to be conducted in prudent manner
Business to be conducted with integrity
Capital, solvency and insurance requirements



[30" August 2024] Virtual Asset Service Providers

193

REPUBLIC OF SEYCHELLES SUPPLEMENT TO OFFICIAL GAZETTE

17.
18.
19.
20.
21.
22.
23.
24.
25.
26.

217.

28.
29.
30.
31.

32.
33.

35.
36.

Conflict of interest

Ongoing notifications

Material changes to business

Ownership changes

Annual licence fees and submissions

Cyber security

Duty to prepare annual audited financial statements
Appointment of auditors

Auditor to report to Authority in certain cases
Power to appoint auditor

PART IV
PROMOTER REGISTRATION

Promotion of initial coin offerings and non-fungible tokens

PART V
INSPECTION AND INVESTIGATION

Compliance inspections

Appointment of examiner

General power to request for information
Additional powers

PART VI
ENFORCEMENT

Enforcement action
Offences and penalties

PART VII
POWER TO WIND UP LICENSEE

Winding up petition by Authority

PART VIII
MISCELLANEOUSMATTERS

Confidentiality
Right of appeal

ACT



[30" August 2024] Virtual Asset Service Providers 194

REPUBLIC OF SEYCHELLES SUPPLEMENT TO OFFICIAL GAZETTE ACT

37. Exemptions

38. Regulations

39. Accessto and maintenance of client transaction records
40. Prohibition on certain words

41. Immunity

42. Transitional provisions

43. Consequential Amendments

SCHEDULES

FIRST SCHEDULE: VIRTUAL ASSET SERVICES

SECOND SCHEDULE: FEES

THIRD SCHEDULE: SUBSTANCE REQUIREMENTS
FOURTH SCHEDULE: CONSEQUENTIAL AMENDMENTS



[30" August 2024] Virtual Asset Service Providers 195

REPUBLIC OF SEYCHELLES SUPPLEMENT TO OFFICIAL GAZETTE ACT

VIRTUAL ASSET SERVICE PROVIDERSACT, 2024
(Act 12 of 2024)

| assent

Wavel Ramkalawan
President

26" August, 2024

AN ACT TO PROVIDE FOR A LEGISLATIVE FRAMEWORK TO REGULATE
VIRTUAL ASSET PRODUCTS AND VIRTUAL ASSET SERVICE PROVIDERS, TO
PROVIDE FOR THE DESIGNATION OF THE FINANCIAL SERVICESAUTHORITY AS
THE REGULATORY AUTHORITY; TO PROVIDE FOR THE LICENSING OF VIRTUAL
ASSET PROVIDERS, TO PROVIDE FOR THE REGISTRATION OF PROMOTERS OF
INITIAL COIN OFFERINGSAND NON-FUNGIBLE TOKENS; TOADDRESSPOTENTIAL
FINANCIAL CRIME RISKS ASSOCIATED WITH THE MISUSE OF VIRTUAL ASSET
PRODUCTS AND VIRTUAL ASSET SERVICE PROVIDERS SERVICES, AND TO
PROVIDE FOR OTHER CONNECTED OR INCIDENTAL MATTERS.

ENACTED by the President and the National Assembly.

PART |
PRELIMINARY

Short titleand commencement
1.(1) ThisActmay becited astheVirtua Asset Service ProvidersAct, 2024.

(2) ThisAct shal comeinto operation on such date asthe Minister may
by notice in the Gazette appoint and different dates may be appointed for
different partsof theAct.
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I nter pretation
2. InthisAct, unless the context otherwise requires —

“accountant” means —

(@

(b)

a person who has qualified as an accountant by
examination of any one of the following bodies —

(i)

(i)

(iii)
(iv)
(v)

(vi)
(vii)

(viii)
(iX)

)
(xi)

Institute of Chartered Accountants in England and
Wales;

Association of Chartered Certified Accountants
(United Kingdom);

Institute of Chartered Accountantsin Ireland;
Institute of Certified Public Accountantsin Ireland;
Institute of Chartered Accountantsin Scotland;
Institute of Chartered Accountantsin Australia;

Institute of Certified Public Accountants in
Singapore;

Hong Kong Institute of Certified Public Accountants;

South African Institute of Chartered Public
Accountants;

American Institute of Certified Public Accountants;

Canadian | nstitute of Chartered A ccountants;

amember of any other accountancy body recognised by the
Authority as such for the purposes of thisAct;

and who is a current member in good standing of one of those
bodies,
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“approved auditor” means an accountant licensed by the
Seychelles Licensing Authority or an accountant licensed outside
of Seychelles who has been approved in writing by the
Authority;

“Authority” means the Financial Services Authority as
established by the Financial ServicesAuthority Act, 2013;

“beneficial owner” has the same meaning as prescribed under the
Beneficial Ownership Act, 2020;

“blockchain” means a digital ledger or database of transactions
relating to virtual assets which are recorded chronologically and
which are capable of being audited;

“Central Bank” means the Centra Bank of Seychelles as
established by the Central Bank of SeychellesAct, 2004;

“Court” means the Supreme Court of Seychelles as established
by the Constitution;

“cyber security event” means any act or attempt, successful or
unsuccessful, to gain unauthorised access to disrupt, or misuse
the electronic systems or information stored on such systems;

“initial coin offering” means a method of raising funds whereby
an issuer is issuing virtual assets and is offering them in
exchange for funds;

“issuer” means a person who is authorised to issue an initial coin
offering or non-fungible token under Part IV of thisAct;

“licensee” means a legal person licensed under Part 11l of this
Act;

“Minister” means the Minister responsible for finance;

“mining facility” means a place, amenity or equipment (software
or hardware) used, as a business, for creating cryptocurrency on
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ablockchain through computational and cryptographic means, in
order to validate transactions and add them to a public
blockchain ledger, in exchange for some form of benefit;

“mixer or tumblr services’ means cryptographic facilities or
servicesthat mix different streams of potentially traceable virtual
assets, concealing the origin of funds of a particular virtual asset;

“non-fungible token” means a unique digital identifier that is
recorded on a blockchain and is used to certify ownership and
authenticity;

“principal officer” means the chief executive officer and any
other person who holds a position of seniority with responsibility
to manage key controlling functionsin alicensee;

“promoter” in relation to either an initial coin offering or a non-
fungible token, means any person who causes the preparation, or
distribution of an offering document, but does not include a
lawyer or accountant acting for or on behalf of such a person;

“registrant” means a person who is authorised to issue an initial
coin offering or the sale of an investment in the development of
non-fungible tokens under Part 1V of thisAct;

“resident person” means an individual —

(@ whoresidesin Seychelles; and

(b) who is present in Seychelles for a period of, or periods
amounting in aggregate to, 183 days or more in any 12

month period of acalendar year;

“significant owner” means a person who in relation to a
company, either alone or with any associate or associates, —

(& holds 10% or more of the shares in the company or another
company of which it isasubsidiary company;
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(b) is entitled to exercise or control the exercise of 10% or
more of the voting power at any general meeting of the
company or another company of which it is such a
subsidiary; or

(c) is able to exercise a dignificant influence over the
management of the company or another company of which
the company is asubsidiary by virtue of a holding of shares
init or an entitlement to exercise, or control the exercise of,
the voting power at any general meeting of the company, or
asthe case may be, the other company concerned;

“virtual asset” means a digital representation of value that can be
digitally traded or transferred and can be used for payment or
investment purposes and does not include digital representation
of fiat currencies, securities and other financial assets,

“virtual asset services’ means the activities listed under the First
Schedule.

“virtual asset service provider” means a person that conducts one
or more of the activities listed under the First Schedule.

PART I
FINANCIAL SERVICESAUTHORITY

Designation of regulatory authority

3. The Financial Services Authority as established under the
Financial Services Authority Act, 2013 shall be the regulatory authority for
virtual asset service providers and for registration of initial coin offerings
and non-fungible tokens under thisAct.

Functions and powers of Authority in relation to virtual asset service
providers

4.(1) The Authority shall employ the regulatory, supervisory and
enforcement powers under thisAct and the Financial Services Authority Act,
2013.
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(2)  TheAuthority shall have the following powers and functions —

@
(b)

(©

(d)

(€)

(f)

(9)

(h)

to license virtual asset service providers,

to register issuers of initial coin offerings or non-fungible
tokens;

to approve the registration of a scheme involving an initial
coin offering or anon-fungible token;

to regulate, supervise and monitor promoters of an initial
coin offering or anon-fungible tokens,

to regulate activities relating to the provision of virtual
asset services;

to issue directions, directives and take such enforcement
actions, as may be deemed necessary, for non-compliance
withthisAct;

to issue and publish notices, guidelines, guidance notes,
any other similar instrument regarding the implementation
of thisAct, regulations or codes issued under thisAct;

to provide feedback to virtual asset service providers and
promoters of initial coin offerings and non-fungible tokens
to assist them in detecting and reporting suspicious activity
and application of measures to combat money laundering
and financing of terrorism and proliferation financing in
connection with the conduct of virtual asset services and
promotion of initial coin offerings and non-fungible
tokens,

to determine whether virtual asset service providers and
promoters of initial coin offerings and non-fungible tokens
are complying with the applicable laws, for the purpose of
combating money laundering and the financing of
terrorism and proliferation financing;
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()

(k)

()

(m)

(n)

(0)

(P)

(@)

to promote investor education that facilitates innovation
and development in respect of matters falling under this
Act;

in collaboration with the Central Bank, to ensure the
financial soundness and stability of the financial system in
Seychellesin respect of mattersfalling under thisAct;

to advise the Minister on all mattersrelating to virtual asset
services and the issuance and promotions of initial coin
offerings and non-fungible tokens, including legidlative,
regulatory and policy reforms;

to investigate instances where a licensee may have
contravened a requirement imposed by or under thisAct or
any other relevant law;

to investigate an individual who may be unfit to perform
functionsin relation to any authorised virtual asset services
being carried on by alicenseg;

to refer to the Seychelles Police instances investigated
under paragraphs (m) and (n) where a reasonable suspicion
of criminal activities arises,

to cooperate with supervisory authorities, competent
authorities, investigating authorities and comparable
entities, on sharing and exchange of relevant information;
and

to do all such other things as are required or incidental to
the attainment of its purposes.

(3) TheAuthority may engage the services of or appoint any expert
or other competent person for the purpose of performing any of its functions

under thisAct.
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PART |11
LICENSING

Sub-Part A: Carrying on business of virtual asset services
Prohibitions

5.1 No person shall carry on, or purport to carry on, the business of
virtual asset services, or hold himself or herself or itself out as carrying on
that business, in or from Seychelles, unless that person is licensed to do so
by the Authority under thisAct.

(2)  Nopersonshal, inor from Seychelles, operate —
(@ aminingfacility; or
(b) amixer or tumblr service.

(3) For the avoidance of doubt, anatural person shall not carry on, or
purport to carry on, in or from within Seychelles, the business of virtual asset
Services.

(4) A person who contravenes subsection (1), (2) or (3) commits an
offence and is liable on conviction to a fine or imprisonment, or both, as
specified under section 33.

Permissible entitiesand activities

6.(1) The First Schedule provides for the only permissible activities
for which alicence may beissued under thisAct.

(2)  Only the persons specified under subsection (3) are eligible and
authorised to undertake the permissible activities as a virtual asset service
provider under thisAct.

(3)  For the purpose of thisAct, the following persons are eligible to
apply for alicence asavirtual asset service provider —

(& acompany incorporated or registered under the Companies
Act, 1972 (excluding an overseas company); or
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(b) aninternational business company incorporated, continued
or converted under the International Business Companies
Act, 2016.

(4) For the purpose of this section, the term “overseas company”
shall have the meaning assigned to it under the CompaniesAct, 1972.

Licensing

7.(1) Any person wishing to carry on the business of virtual asset
services shall submit an application for a licence to the Authority in
compliance with such requirements as may be prescribed and accompanied
by the application fee as set out in the Second Schedule.

(2) TheAuthority may —

(& grant alicence with or without such restrictions asissued in
writing to the applicant;

(b) refuse an application where an applicant fails to provide
required information; or

(c) rgectanapplication and, in writing, inform the applicant of
its decision and reasons for the decision.

(33 Where an application for a licence has been rejected, the
applicant shall not re-submit another application for a period of six months
from the date the application was rejected.

(4) TheAuthority shall not grant a licence under this Act unless the
applicant —

(@ isapermissible applicant as prescribed under section 6;

(b) complieswith the requirements of thisAct in relation to the
appointment of directorson its board of directors;

(c) satisfies the Authority that it is able to meet the substance
reguirements set out in the Third Schedule;
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(d) satisfies the Authority that it will be able, if licensed, to
comply with any financial obligations, inclusive of but not
limited to, insurance, capital and solvency requirements
under section 16;

(e) satisfies the Authority that its directors, principa officers
and any other person required to be fit and proper meet the
criteriaunder section 12;

(f) meets the cyber security measures as prescribed in section
22;

(g) has specified premises or data solutions that the Authority
has deemed suitable for accessing and retaining records
and other documents; and

(h) satisfies the Authority that an approva is in the public
interest having regard to the size, scope and complexity of
the applicant.

(5) Where an applicant for a licence under this Act holds a licence
under the Financial Institutions Act or the National Payment Systems Act,
the applicant shall obtain prior approval of the Central Bank to apply for a
licence under thisAct.

(6) Alicenceissued under this section shall be valid from the date of
issue until such timethat it is revoked, suspended or surrendered.

(7) Any person who, in connection with a licence application,
supplies the Authority with information he or she knows is misleading or
false or should reasonably know is false or misleading, commits an offence
and isliable on conviction to such fine asis specified under section 33.

Conditionsattaching to licence

8.(1) The Authority may impose such conditions on a licence as it
deems fit with respect to the scope of the virtual asset services or the
operations of the licensee, including but not limited to —
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(@ limiting the number of clients to whom the licensee may
provide services;

(b) limiting the licensee to providing services only to the
clients named in the licence or a schedul e to the licence; or

(c) setting the maximum value of an individual client's
investment.

(2) A licensee shall, at al times keep its licence on display at its
principal place of business in Seychelles and the licence shall include the
following —

(@ thedate upon which the licence wasissued;

(b) theassociated licence number;

(c) any other business or trade name by which the licensee is
known;

(d) the conditions attached to the licence;

(e) theactivitiesfor which the licence has been issued,;

(f) activitieswhich are unlicensed by the Authority;

(g) theaddressof itsprincipal place of businessin Seychelles.

(3) The licensee shall display such information as is referred to in
subsection (2) on itswebsite in a prominent manner.

(4) Notwithstanding subsection (1), it shall be deemed to be a
condition of every licence that the licensee bearsthe obligationto —

(& not modify the activity listed in its licence without prior
notice to and approval of the Authority; and

(b) cooperate actively with the Authority by —
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(i)  providing any relevant information requested by the
Authority, or that to the licensee's knowledge, ought
to be disclosed to the Authority; and

(i)  furnishing necessary and reasonable facilities to
enable the Authority to carry out its regulatory
functions and to take any corrective action required
by the Authority.

(5) TheAuthority may, by written notice to the holder of the licence,
amend or revoke any of the conditions imposed under subsection (1) or
attach new conditions provided that the Authority shall not impose such
conditions without first giving the licensee an opportunity to be heard.

(6) Any person who contravenes subsections (2) and (3) shall be
liable to enforcement action as the Authority deems necessary in terms of
section 32.

Suspension or revocation of licence

9.(1) Where the Authority intends to suspend or revoke a licence, the
Authority shall, before suspending or revoking the licence, give written
noticeto the licensee providing —

(8 the grounds upon which it intends to suspend or revoke the
licence; and

(b) that unless the licensee, by written notice filed with the
Authority, shows good reason as to why its licence should
not be suspended or revoked, the licence shall be
suspended or revoked on a date not less than 14 days after
the date of notice.

(2) Where the Authority revokes or suspends a licence, the
Authority shall publish in a newspaper published daily in Seychelles and on
itswebsite —

(@ thename of thelicenseg;
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(b) theeffective date of the suspension or revocation;
(c) thereason behind the suspension or revocation; and
(d) inthe case of asuspension, the period of the suspension.

(3) Without limiting subsection (1) the Authority may for the
purposes of suspending alicence —

(@ remove, vary or impose additional licence conditions; or
(b) extend or reduce the permitted activities under the licence.

Surrender of licence

10. A licensee may surrender its licence in accordance with the
Financial Services Authority Act, 2013 and the prior notice for surrender
shall be accompanied by such relevant information specified under that Act
and the following additional information —

(8 theboard resolution legitimising the decision;

(b) aplan depicting the winding up process, if applicable;

(c) arrangement to be madein respect of client assets,

(d) notification to be sent to clients asto the surrender;

(e) declaration asto all liabilities having been discharged; and

(f) such other information as the Authority may deem
necessary.

Register of licensees

11.(1) The Authority shall keep and maintain a register of licensees,
which shall contain the —

(& nameand address of the licensee;
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(b) typeof virtual asset services authorised;
(c) date of issuance of the licence; and
(d) statusof thelicence.

(2) The Authority shall publish an updated copy of the register
referred to in subsection (1) on itswebsite.

(3 Theregister under subsection (1), shall be open for inspection at
the central offices of the Authority during working hours upon payment of
the relevant fee set out in the Second Schedule.

(4) Any person may, upon payment of the relevant fee set out in the
Second Schedule, request from the Authority a certified copy of a licence
issued under thisAct.

Sub-Part B: General Obligations of licensees
Fit and proper assessment

12.(1) The Authority shall issue a Code outlining the roles and
responsibilities held by a person to whom the fit and proper criteria in
subsection (4) apply.

(2) No licensee shall appoint a director, principal officer or such
persons as may be specified in the Code issued under subsection (1) or alow
any of them to continue to act in such capacity without the prior approval of
the Authority.

(3) A licensee shall take all reasonable steps to ensure that a person
to whom the fit and proper criteria applies, is and remains fit and proper to
fulfil therelevant role.

(4) For the purposes of this section, in determining whether a person
isfit and proper, regard shall behadto —

(@ the person’s probity, competence, experience and
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soundness of judgment for fulfilling the responsibilities of
the relevant position;

(b) the diligence with which the person is fulfilling or is likely
to fulfil the responsibilities of the relevant position;

(c) theperson's educational and professional qualifications and
membership of professional or other relevant bodies as
applicable, or such other equivalent as may be relevant;

(d) the person’s knowledge and understanding of the legal and
professional obligationsto be assumed or undertaken;

(e) any evidence that the person has committed any offence
involving dishonesty or fraud or has contravened any law
designed to protect members of the public arising from
dishonesty, incompetence, malpractice, misconduct or
conduct of discharged or undischarged bankrupts or
otherwise insolvent persons; and

(f) theperson'sfinancial standing and integrity.

(5) Where the Authority determines that a person is not fit and
proper, it shal inform the applicant or licensee in writing of such
determination stating the reasons for the determination.

(6) A licensee, in submitting an application for the approval of a
person's appointment under subsection (2), shall accompany such application
with the relevant fee as set out in the Second Schedule.

(7)  Where —
(@ alicensee has not complied with subsection (2) or (3); or

(b) the Authority determines that a licensee has appointed any
person who is no longer fit and proper;

the Authority shall take such enforcement action as it deems necessary, in
terms of section 32.
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Substancerequirements

13.(1) Every licensee shal comply with the requirements relating to
substance as prescribed in the Third Schedule.

(2) Where the Authority determines that a licensee has failed to
comply with or no longer complies with the requirements in the Third
Schedule, the Authority shall take such enforcement action as it deems
necessary under section 32.

Businessto be conducted in prudent manner

14.(1) Subject to subsection (2) and the Third Schedule, the business
and affairs of alicensee shall be managed by a board of directors consisting
of at least 2 directors.

(2) The board of directors of a licensee shall comprise of natural
persons only.

(3) Alicenseeshall conduct its businessin a prudent manner.

(4) Indetermining whether alicensee is conducting its businessin a
prudent manner, the Authority shall take into account any failure by the
licensee to comply with —

(@ any provisions of thisAct, the Anti-Money Laundering and
Countering the Financing of Terrorism Act, 2020 or any
other law of Seychelles;

(b) any regulations, codes or guidelines issued by the
Authority.

(5) A licensee shall not be regarded as conducting its business in a
prudent manner unlessit —

(@ maintains the minimum net assets in such other amount as
the Authority may direct in writing, taking into
consideration the nature, size and complexity of the
licensee’s business,
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(b) maintains the adequate accounting and other records of its
business and adequate systems of control and records, and
has developed policies and procedures pertaining to its
obligations under thisAct or any other law; and

(c) haseffected a policy of insurance to cover risks inherent in
the operation of its business of an amount commensurate
with the nature and scale of itsvirtual asset service.

(6) Therecordsand systemsreferred to in subsection (5)(b) shall not
be regarded as adequate unless they are such as to enable the business of the
licensee to be prudently managed and the licensee to comply with the duties
imposed on it by or under thisAct or any other applicable laws.

(7) A person who contravenes subsection (1), (2) or (3) commits an
offence and is liable on conviction to imprisonment, fine, or both as
specified in section 33.

Businessto be conducted with integrity

15.(1) Alicenseeshal —

(@ conduct its business with integrity at al times, acting with
due care, skill and diligence, having regard to the nature
and scale of its business activities;

(b) deal fairly with al clients and seek to ensure that its clients
are not misled as to the service being provided and the
duties and obligations of the licensee.

(2) A person who contravenes subsection (1) commits an offence
and is liable on conviction to imprisonment, fine or both, as specified in
section 33.

Capital, solvency and insurance requirements

16.(1) A licensee shal at al times maintain its business in a financialy
sound condition by complying with such capital, solvency and insurance
requirements as may be prescribed.
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(2) Where a person has contravened subsection (1), the Authority
shall take such enforcement action as it deems necessary, in terms of section
32.

Conflict of interest

17.(1) A licensee shall ensure that it has in place policies and
procedures, satisfactory to the Authority, as applicable to avoid, mitigate and
deal with conflicts of interest between —

(& thelicenseeand itsclients;
(b) thelicensee and its service providers or other third parties;
(o) thelicensee'sclients.

(2) Where a person has contravened subsection (1), the Authority
shall take such enforcement action as it deems necessary, in terms of section
32.

Ongoing notifications

18.(1) The directors appointed by the licensee shall be responsible for
ensuring that the Authority is notified, within 12 hours in writing, where a
director becomes aware or has reason to believethat —

(@ thelicensee has becomeinsolvent or thereisalikelihood of
it becoming insolvent;

(b) the licensee has failed to comply substantially with a
provision of this Act or such other relevant and applicable
laws or a condition imposed upon it by the Authority;

(c) the licensee has falled to comply with a modified
provision, or with a condition, being a provision or
condition specified in a direction given to it by the
Authority;

(d) the licensee has become involved in any criminal
proceedings whether in Seychelles or outside Seychelles;
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() where the licensee is an international business company,
the registered agent of the licensee has notified the licensee
of itsintention to resign asregistered agent;

(f) oneor more civil suits are pending against the licensee for
virtual assets, initial coin offerings and non-fungible token
recovery;

(g) the licensee has ceased to carry on business for which it
was licensed and authorised;

(h) thedirectorsor principal officers have resigned or ceased to
befit and proper; or

(i) acyber-security event has occurred.

(2) Within five working days of providing notification under
subsection (1), the licensee shall furnish the Authority with a written report
setting out the particulars of the situation and indicate such mitigating
measures as will be undertaken by the licensee.

(3 Where a person contravenes subsection (1) or (2), the Authority
shall take such enforcement action as it deems necessary, in terms of section
32.

Material changesto business

19.(1) No licensee shall effect or permit a material change within the
meaning of subsection (2) unless —

(& it hasserved ontheAuthority anoticein writing stating that
the licensee intends to effect such amaterial change; and

(b) theAuthority, has notified the licensee in writing that it has
no objection to the licensee effecting the material change.

(2) For the purposes of subsection (1), the following changes are
material —
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(@ achange to the business activity for which the licence was
first issued;

(b) achange to the most recent business plan submitted to the
Authority;

(c) an amalgamation with or acquisition of another legal
person;

(d) thesaleof asubsidiary;

(e) theacquisition of acontrolling interest in another company
or other entity;

(f) the outsourcing of the functions of the virtua asset
services,

(g) wherethe licensee is an international business company, a
change of registered agent of the licensee;

(h) achange of principal place of business;

(i) achange of business or trade name or such other marks
used by the licensee;

(j) achangeof domain name; or

(k) achangeintarget market.

(3 A notice under subsection (1) shall be in such form and shal
contain such information and be accompanied by such documents as the
Authority may require and the Authority, after receiving such a notice, may,
by notice in writing, require the licensee to provide such additiona
information or documents, within 14 working days from the date of such
notice or within such time as the Authority may reasonably require to assess
the considerations outlined in subsection (4).

(4) After receipt of anotice under subsection (1), the Authority may
approve or may object if it has reason to believe that —
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(@ the interests of any clients of the licensee would be
threatened by the material change;

(b) the manner in which the business is operated would
reasonably be compromised;

(c) the requirements of this Act would not continue to be
complied with; or

(d) the reputation of Seychelles would or could be threatened
by the material change.

(5) Where the Authority objects to the material change, it shall
provide the reasons in writing for such objections.

(6) Where a person contravenes subsection (1), the Authority shall
take such enforcement action as it deems necessary, in terms of section 32.

Owner ship changes

20.(1) No sharesin alicensee shal beissued and no issued shares shall
be voluntarily transferred or disposed of, without the approval of the
Authority.

(2) Notwithstanding subsection (1) the Authority may exempt from
the provisions of this section alicensee whose shares or interests are publicly
traded on a Seychelles Stock Exchange or a recognized overseas exchange
and any such exemption —

(@ shal be subject to a condition that the licensee shal, as
soon as reasonably practicable, notify the Authority of —

(i) any changein control of the licensee;
(i) the acquisition by any person or group of persons of

shares representing more than 10% of the licensee's
issued share capital or total voting rights; or
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(iif) the acquisition by any person or group of persons of
shares representing more than 10% of the issued
share capital or total voting rights of the licensee's
parent company;

(b) shal be subject to a condition that the licensee shall, as
soon as reasonably practicable, provide such information to
the Authority, and within such period of time, as the
Authority may require, for the purpose of enabling an
assessment as to whether persons acquiring control or
ownership of the licensee in the circumstances set out in
paragraph (a), are of satisfactory repute to have such
control or ownership; and

(c) shal be subject to such other terms and conditions as the
Authority may deem necessary.

(3) In subsection (1), the reference to shares or interests being
transferred or disposed of includes the transfer or disposal of the legal or the
beneficial interest in the shares or interests.

(4) In the event of shares in a licensee vesting involuntarily or
through process of law in a person, the licensee, as soon as it becomes aware
of such vesting, shall inform the Authority of the number of shares and the
identity of the person in whom they have been vested, and the licensee and
the person in whom the shares have been vested shall comply with any
instructions as to the licence or the business of the licensee as may be given
by the Authority.

(5) A person who contravenes subsection (1) or (4) commits an
offence and is liable on conviction to a fine or imprisonment, or both as
specified in section 33.

Annual licence fees and submissions
21.(1) Alicenseeshall in January of each year —

(@ pay the annua licence fees as set out in the Second
Schedule;
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(b) lodgewith the Authority acompliance form as prescribed,;

(c) lodge with the Authority a substance requirement report in
the form specified by the Authority;

(d) lodge acyber security report in accordance with section 22;
and

(e) submit to the Authority such additional information as may
be specified by the Authority.

(2) If alicence under this Act is not first granted in the month of
January, February or March, the first annual licence fee payable under this
Act shall be reduced on a quarterly pro-rata basis, calculated having regard
to the quarter in which the licence wasfirst granted.

(3) Where a person has acted in contravention of subsection (1), the
Authority shall take such enforcement action as it deems necessary, in terms
of section 32.

Cyber security

22.(1) A licensee shal have and maintain appropriate and effective
cyber security measures, as may be prescribed.

(2) A licensee shall submit a cyber security report, in compliance
with section 21, as may be prescribed.

(3) Where a person has acted in contravention of subsection (1) or
(2), the Authority shall take such enforcement action as it deems necessary,
interms of section 32.

Duty to prepare annual audited financial statements

23.(1) Every licensee shall cause to be prepared annual audited
financial statements as required by this section in respect of all transactions
and balancesrelating to its business.



[30" August 2024] Virtual Asset Service Providers 218

REPUBLIC OF SEYCHELLES SUPPLEMENT TO OFFICIAL GAZETTE ACT

(2) Alicensee'sfinancial statements shall be audited by an approved
auditor in accordance with the provisions of sections 142 to 144 and the
Sixth Schedule of the Companies Act, 1972, or generally accepted auditing
standards of the International Financial Reporting Standards, or such other
standards as the Authority may recognise, and the approved auditor shall be
required to provide an auditor’s report in respect of the audit.

(3 Every licensee shal submit a copy of its audited financial
statements with the Authority within 6 months from its financial year end or
within such longer period as may be permitted in writing by the Authority.

(4) The Authority may at any time instruct a licensee to have its
accounts audited and to submit them to the Authority within such time as
may be specified.

(5) A licensee shall ensure that an instruction given to it in
accordance with subsection (4) is complied with within the specified time.

(6) Where a licensee has acted in contravention of subsection (1),
(2), (3) or (5) the Authority shall take such enforcement action as it deems
necessary, in terms of section 32.

Appointment of auditors

24.(1) Within thirty days, aftar becoming licensed under this Act, a
licensee shall appoint an auditor to be approved by the Authority.

(2) Every licensee shall annually appoint an approved auditor to
audit itsfinancial statements.

(3) Prior to the appointment of an auditor, the licensee shall submit
written particulars of such person to the Authority for approval, as may be
prescribed.

(4) A licensee shall forthwith give written notice to the Authority
ifit —
(8 proposes to remove an auditor before the expiration of his
or her term of office; or
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(b) proposes to replace an auditor at the expiration of the term
of hisor her office with adifferent auditor.

(5) No person having an interest in any licensee otherwise than as a
client, and no officer, employee or agent of the licensee shall be eligible for
appointment as an approved auditor for that licensee and any person
appointed as such auditor to any licensee who subsequently acquires such
interest or becomes an officer, employee or agent of that licensee shall cease
to be an approved auditor.

(6) Where aperson contravenes subsection (1), (2), (3) ,(4) or (5) the
Authority shall take such enforcement action as it deems necessary, in terms
of section 32.

Auditor toreport to Authority in certain cases

25.(1) If, during the performance of his or her duties as an auditor of a
licensee, an auditor becomes aware of any matter which in his or her opinion
adversely affectsthe financial position of the licensee to amaterial extent, he
or she shall as soon asis practicable, and in any event within 7 days, report it
inwriting to the Authority and the licensee.

(2) A person who contravenes subsection (1) commits an offence
and is liable on conviction to imprisonment, fine, or both, as specified in
section 33.

Power to appoint auditor

26.(1) WheretheAuthority —

(@) is satisfied that the licensee has failed to file an audited
financial statement in compliance with section 23;

(b) has received a report from an auditor in compliance with
section 25;

it may appoint in writing an auditor to examine, audit and report either
generally or in relation to any matter on the books, accounts and records of
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the licensee, and on money, securities or other property held on account of
any other person by the licensee.

(2) Any cost in relation to the appointment under subsection (1)
shall be borne by the licensee.

PART IV
PROMOTER REGISTRATION

Promotion of initial coin offeringsand non-fungible tokens

27.(1) No person shall issue or purport to issue an initial coin offering
or a non-fungible token, or hold himself, herself or itself out as carrying on
that activity, in or from Seychelles, unless registered by the Authority under
thisAct.

(2) No person shall promote or purport to promote an initial coin
offering or the sale of or investment in the development of non-fungible
tokens, or hold himself, herself or itself out as carrying on that activity, in or
from Seychelles, unlessthat personiseither —

(@) licensed under thisAct to provide virtual asset services; or

(b) licensed to provide services under the SecuritiesAct, 2007.

(3) For the avoidance of doubt, a natural person shall not be eligible
to promote an initial coin offering or the sale of or investment in the
development of non-fungible tokensin or from Seychelles.

(4) A person shall apply for the registration of aninitial coin offering
or the sale of or investment in the development of non-fungible tokens prior
to itsissuance or promotion in or from Seychelles.

(5 Anapplication for registration of either the issue or promotion of
an initial coin offering or the sale of or investment in the development of
non-fungible tokens in or from Seychelles shall be in compliance with such
requirements as may be prescribed and accompanied by the application fee
as set out in the Second Schedule.
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(6) No person shall issue or promote an initial coin offering or non-
fungible token in or from Seychelles unless it has submitted to the Authority
an application in compliance with subsection (5) and —

(@

(b)

the Authority has notified the person in writing that it has
no objection to the issuance or promation; or

athirty working day period, commencing from the date on
which the application is received by the Authority, has
elapsed and the Authority has not issued a notice of
objection to the issuance or promotion.

(7) Notwithstanding subsection (6)(b), the Authority may object in
writing and require that such measures or actions be taken after the issuance
or promotion has commenced, where —

(@

(b)

(©)

(d)

(€)

(f)

the manner in which the issuance or promotion is
advertised is not consistent with the information provided
in the application;

the description, nature or characteristics of the initial coin
offering or non-fungible token materially deviates from the
description provided in the application;

the promoter or issuer is a person that was not disclosed in
the application;

the target investor base is different from that disclosed in
the applications;

the Authority has reason to believe that the issuer or
promoter is mis-selling the initial coin offering or non-
fungible token; or

the issuance or promotion is undertaken in a manner
detrimental to the public interest.

(8) Any person who, in connection with a registration application,
supplies the Authority with information he or she knows or should
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reasonably know is false or misleading, commits an offence and is liable on
conviction to such fines as are provided for under section 33.

(9) A person who contravenes subsection (1), (2), (3), (4) or (6)
commits an offence and is liable on conviction to imprisonment, fine, or
both, as specified section 33.

PART V
INSPECTION AND INVESTIGATION

Complianceinspections and investigations

28. The Authority shall undertake compliance inspections and
investigations in accordance with the powers conferred to it under the
Financial ServicesAuthority Act, 2013.

Appointment of examiner

29. The Authority shall appoint and authorise examiners to
undertake examinations in accordance with the powers conferred by the
Financial ServicesAuthority Act, 2013.

General power torequest for information

30.(1) The Authority may request and require the production of
information, including specified information or documents in accordance
with the powers conferred upon it under the Financial Services Authority
Act, 2013.

(2) If it appears to the Authority that it is in the interests of the
clients or potential clients of alicensee to do so, the Authority may exercise
the powers conferred by section 31(1) in relation to any company whichisor
has at any relevant time been —

(@ a parent company, subsidiary company or other associate
of the licenses;

(b) asubsidiary company of aparent company of the licensee;

(c) aparent company of asubsidiary company of the licensee;
or
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(d) acompany in the case of which a significant owner of the
licensee, either alone or with any associate or associates,
holds 10% or more of the shares or is entitled to exercise,
or control the exercise of, more than 10% of the voting
power at ageneral meeting of the company.

(3) The Authority may by notice in writing require a person who or
is or is to be a controller or officer of a licensee to provide the Authority,
within such time as may be specified in the notice, with such information or
documents as the Authority may reasonably require for determining whether
he or sheisafit and proper person to hold the particular position which he or
sheholdsor isto hold.

(4) The powers conferred by subsection (1), (2) or (3) may be
exercised inrelation to aformer licensee but only inrelationto —

(@ Dbusiness carried on at any time when the licensee was
licensed under thisAct; or

(b) the ownership or control of alicensee at any time when it
was licensed under thisAct.

(5) The Authority’s power under subsection (1) shall not apply to
any information or document which a person would be entitled to refuse to
disclose or produce, on the grounds of legal professional privilege.

(6) For the purposes of subsection (5), information or a document
comes to a legal practitioner in privileged circumstances if it is
communicated or givento himor her —

(& by hisor her client or arepresentative of hisor her client in
connection with providing legal adviceto the client;

(b) by a person or representative of a person seeking legal
advice from the legal practitioner; or

(c) by any person —
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(i) in contemplation of, or in connection with, legal
proceedings; and

(if)  for the purposes of those proceedings.

(7) Any person who, in connection with a request made under this
section, supplies the Authority with information he or she knows or should
reasonably know is false or misleading, commits an offence and is liable on
conviction to such fines as provided for under section 33.

(8) The Authority shall take such enforcement action as it deems
necessary, in terms of section 32 where a person who, without reasonable
excuse, fails to comply with a requirement imposed on him or her by the
Authority in connection with the exercise of the Authority's powers under
this section.

Additional powers

31.(1) The Authority may by notice in writing require a person who is
the subject of an investigation in terms of thisAct as read with the Financial
Services Authority Act, or any person connected with the person under
investigation —

(@) to provide, a such place and in such form as may be
specified in the notice and either forthwith or at such time
as may be so specified, such information as the Authority
may reasonably require for the purpose of the
investigation;

(b) to produce, at such place as may be specified in the notice
and either forthwith or at such time as may be so specified,
such documents, or documents of such description, as may
be specified, being documents the production of which
may be reasonably required for the investigation;

(c) to attend at such place and time as may be specified in the
notice and answer questions as the Authority may require,
relevant to the enquiry.
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(2) TheAuthority may by notice in writing require every person who
is or was a principal officer, director, shareholder, beneficial owner, officer,
employee or agent of a licensee which is under investigation by virtue of
subsection (1) —

(@ to produce to the Authority within such time and at such
place as the Authority may require, such documents, or
documents of such description, as may be specified, being
documents that may be reasonably required for the
investigation, and are in his or her custody or power to
obtain;

(b) to attend before the Authority at such time and place as the
Authority may require and answer gquestions relevant to the
investigation as the Authority may require; and

(c) to take such actions as the Authority may direct in
connection with the investigation.

(3) TheAuthority or aduly authorised officer, employee or agent of
the Authority, may take copies of, or extracts from any documents produced
under this section.

(4) Any officer, employee or agent of the Authority may, on
producing, if required, evidence of his or her authority, enter any premises
occupied by a person on whom a notice has been served under subsection (1)
for the purpose of obtaining information or documents required by the
notice, putting the questions referred to in subsection (1)(c) or exercising the
power conferred by subsection (3).

(5) A statement made by a person in compliance with a requirement
imposed by virtue of this section shall not be used in evidence against him or
her.

(6) Nothing in this section shall require the disclosure or production
by a person of information or documents which he or she would be entitled
to refuse to disclose or produce on the grounds of legal professional privilege
in proceedingsin Seychelles.
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(7) For the purposes of this section, a person is connected with the
person under investigation if such person is or has at any relevant time
been —

(& a member of a group to which the person under
investigation belongs,

(b) a controller or significant owner of the person under
investigation;

(c) a partner of a partnership of which the person under
investigation is amember.

(8) The Authority shall take such enforcement action as it deems
necessary, in terms of section 32, where any applicant, in connection with
the exercise of the Authority's powers under this section, supplies the
Authority with information he or she knows or should reasonably know is
false or misleading.

(9) The Authority shall take such enforcement action as it deems
necessary, in terms of section 32, where a person who, without reasonable
excuse, fails to comply with a requirement imposed on him or her by the
Authority in connection with the exercise of the Authority's powers under
this section.

PART VI
ENFORCEMENT

Enforcement action
32.(1) TheAuthority may take the following enforcement actions —

(@ issue aformal written warning to the licensee or registrant
for the cessation of any non-compliance and require the
specific action for rectification to be undertaken;

(b) issue a direction to the licensee or registrant to take
remedial action or to make specific arrangements to
remedy the non-compliance within such timeframe as may
be specified;
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(c) issue a directive to the licensee or registrant imposing a

of —

(d)

(€)

()

prohibition, restriction or limitation, including —

(i)

(i)

(iii)

(iv)

cessation, restriction or suspension of certain
identified business activities,

restriction from entering into any new business
contracts,

requiring that any director, principal officer or person
having functions in relation to the licensee or
registrant, be removed and replaced by a person
acceptable to the Authority;

requiring that such action be taken as the Authority
may consider necessary to protect the property of, or
in the custody, possession or control of, the licensee
or registrant, or to protect customers, creditors or
potential customers and creditors.

suspend or revoke —

(i)
(i)

(iii)

alicence under section 9;

an initial coin offering or a non-fungible token
offering; or

aregistration;

initiate such investigation as may be necessary to ensure
compliance with thisAct;

impose an administrative penalty on the relevant person

(i)

SCR375,000 and an additional SCR37500 for each
day or part of each day for which the contravention
continues, not exceeding thirty days, for a
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(iii)

(iv)

(v)

(vi)
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contravention of sections 13(2), 23(1), 23(2), 23(3),
23(5), 30(8) or 39(1);

SCR150,000 and an additional SCR15,000 for each
day or part of each day for which the contravention
continues, not exceeding thirty days, for a
contravention of sections 8(2), 8(3), 16(1), 19(1),
22(1), 22(2), 24(1), 24(2), 24(3); 24(4) or 24(5);

SCR75,000 and an additional SCR7,500 for each day
or part of each day for which the contravention
continues, not exceeding thirty days, for a
contravention of sections 12(2), 12(3), 17(1), 18(1) or
18(2);

SCR75,000 and SCR7,500 for each day or part
thereof for which the contravention continues, not
exceeding thirty days, in the case of a company for a
contravention of sections 30(8), 31(8) or 31(9);

SCR37,500 and SCR3,750 for each day or part
thereof for which the contravention continues, not
exceeding thirty days, in the case of aindividual for a
contravention of section 30(10);

50% of the annual licence fee for each month or part
of each month, not exceeding three months, for a
contravention of section 21(1).

Offencesand penalties

33.(1) A person who commits an offence under sections 5(1), 5(2), 5(3),
20(2), 20(4), 27(1), 27(2), 27(3), 27(4) or 27(6) isliable on conviction —

(@

(b)

in the case of an individual, to a fine not exceeding SCR2
250,000 or to imprisonment not exceeding 15 years, or

both;

in the case of a company, to a fine not exceeding
SCR5 250,000.
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(2) If the offence referred to in subsection (1) is a continuing
offence, the individual or company is liable to a further fine not exceeding
SCR375,000, for every day, after the first day, that the offence continues
after conviction.

(3) A person who commits an offence under sections 7(7), 25(1),
27(8) or 30(11),isliable on conviction —

(@ inthe case of an individual, to a fine of SCR75,000, or to
imprisonment not exceeding 5 years, or both;

(b) inthe case of a company, to afine of SCR1,500,000, or to
imprisonment not exceeding 15 years, or both.

(4) A person who commits and offence under sections 14(1), 14(2),
14(3), 15(1) or 39(2) isliable on conviction to afine of SCR3,000,000, or to
imprisonment not exceeding 10 years, or both.

(5) If the offence referred to in subsection (4) is a continuing
offence, the individual or company is liable to a further fine not exceeding
SCR75,000, for every day, after the first day, that the offence continues after
conviction.

(6) Where any offence or contravention against this Act is
committed by a virtual asset service provider, a director, partner and every
senior officer of the virtual asset service provider who knowingly authorised,
permitted or acquiesced in the commission of the offence also commits the
contravention or offence and, is liable for any criminal, civil or
administrative penalty to which the virtual asset service provider is liable
under section 32 or this section.

PART VII
POWER TO WIND UP LICENSEE

Winding up petition by Authority

34.(1) On apetition presented by the Authority by virtue of this section
and made in accordance with subsections (2) and (3), the Court may wind
upa —
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(@ person providing virtual asset services in contravention of
section 5;

(b) person licensed under thisAct;

if the Court is of the opinion that it is just and equitable that the licensee be
wound up, or that the winding up is necessary for the protection of the public
or the reputation of Seychelles.

(2) Sub-Part Il of Part IV of the Insolvency Act, 2013 shall apply
mutatis mutandis to the winding up under subsection (1) of alicensee which
isacompany incorporated under the CompaniesAct, 1972.

(3 Sub-Part IV of Pat XVII of the International Business
Companies Act, 2016 shall apply mutatis mutandis to the winding up under
subsection (1) of a licensee which is a company incorporated under the
International Business CompaniesAct, 2016.

PART VIII
MISCELLANEOUSMATTERS

Confidentiality

35.(1) Subject to subsection (2), neither the Authority nor any agent of
the Authority shall disclose to any third party any information or documents
acquired in the performance of its duties under this Act, including in respect
of any licensees.

(2) Subsection (1) shall not apply to any disclosure —

(@ lawfully required by any court of competent jurisdiction in
Seychelles;

(b) in respect of the affairs of any licensee or other person,
with the consent of such person, as the case may be, whose
consent has been voluntarily given;

(c) where the information disclosed is in statistical form or is
otherwise disclosed in such a manner that does not enable
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the identity of any licensee or other person to whom the
information relates to be ascertained; or

(d) intermsof any lawful disclosure required under the Mutual
Assistance in Criminal Matters Act, 2014, the Anti-Money
Laundering and Countering the Financing of Terrorism Act,
2020 or any other Seychelles law.

Power of appeal

36.(1) A person who is aggrieved by any of the following decisions of
the Authority may appea against that decision to the Appeals Board
established under section 42 of the Financial Services Authority Act, 2013 —

(@) refusa to approve an application for a licence in terms of
thisAct;

(b) refusa to approve any other application or appointment
made in terms of thisAct;

(c) a decision to amend, suspend or revoke a licence or a
decision to amend, vary or revoke a condition of a licence
interms of thisAct.

(2) Anappeal under subsection (1) shall be made in accordance with
the Financial ServicesAuthority Act and any regulations made under it.

Exemptions

37.(1) The powers conferred to the Authority to provide exemptions in
terms of section 35 of the Financial Services Authority Act, 2013 shall
extendto —

(@) personsrequired to be registered under thisAct; and
(b) registrants,
asthe context requires.

(2) An exemption under subsection (1) shall be published in the
Gazette.
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Regulations

38.(1) TheMinister may, on hisor her own initiative or on the advice of
the Authority, make regulations for the purpose of carrying out and giving
effect to the provisions of this Act and may by regulations amend any
Schedule to thisAct.

(2) Without limitation to specific provisionsin thisAct enabling the
Minister to make regulations, the Minister may make regulations for or with
respectto —

(@ matters to be included in the materials to be published by
the licensee for the promotion of an initia coin offerings or
non-fungible tokens,

(b) other information or documentation to be submitted in
support of an application under thisAct;

(c) the acquisition or holding of shares, legal interest or
beneficial ownership in the licence holder;

(d) standardsto be maintained by the licenseein the conduct of
its business;

(e) the standards, policies and procedures for business
management and continuity;

(f) prudential standardsin respect of —
(i) disclosureto clients;
(i) safekeeping of client virtual assets,
(iii)  cyber security measures and cyber security report;
(iv) financial reporting; and
(v) statutory returns;

(g) third party transactions and relationships.
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(3) Regulations made in terms of subsections (1) and (2) may
provide for the imposition of penalties not exceeding SCR 5,000,000 or
imprisonment not exceeding 2 yearsfor contravention of the Regulations.

Accessto and maintenance of client transaction records

39.(1) A licensee shall, where the Authority so requires, provide the
Authority with online or automated real time read-only access to both its
client and its own virtual asset transaction records.

(2) A licensee shall maintain a record of both its client and its own
transactions at its principal place of business for a period of not less than 7
years beginning from the date the transaction occurred.

(3) Where a person has acted in contravention of subsection (1) or
(2), the Authority shall take such enforcement action as it deems necessary,
interms of section 32.

(4) A person who contravenes subsection (1) or (2) commits an
offence and is liable on conviction to imprisonment, fine or both, as
specified in section 33.

Prohibition on certain words

40.(1) For the purposes of sections 5(1) and 27(1), a person purports to
carry on virtual asset services or issue initial coin offerings or non-fungible
tokens where the person —

(8 uses one or more words that connote virtual asset service or
the issue of initid coin offerings or non-fungible tokens,
either in the English language or in any other language, in the
description or title under which the person carries on
business,

(b) makes arepresentation in any form or in any other manner
that the person is carrying on virtual asset services or
issuing initial coin offerings or non-fungible tokens; or

(c) otherwise holds himself, herself or itself out as carrying on
virtual asset services or issuing initia coin offerings or
non-fungible tokens.



[30" August 2024] Virtual Asset Service Providers 234

REPUBLIC OF SEYCHELLES SUPPLEMENT TO OFFICIAL GAZETTE ACT

(2) It shall be a contravention of section 5(1) or 27(1) for a person
other than a licensee or registrant to use any name that includes the words
“cryptocurrency”, “virtual”, “currency”, “virtual coin’, “1CO”", “NFT”,
“Exchange’, “Digital Wallet”, “Block chain”, “hot/cold Wallet”, “DeFl”,
Web 3", or such other combination of the words which could reasonably be
used to alude asto the services licensed under thisAct.

I mmunity

41. No action, prosecution or other proceedings shall be brought
against the Authority, an employee or agent of the Authority or other person
appointed under thisAct, in respect of any acts done or omitted to be donein
good faith in the proper discharge of functions or duties conferred by this
Act.

Transitional provisions

42.(1) Where, on the commencement of thisAct, a person is providing
virtual asset services, the person shall make an application in terms of this
Act by 31% December 2024, to be issued with alicence in terms of section 7
or to be authorised as aregistrant in terms of section 27.

(2) A person referred to in subsection (1) may continue to carry out
its business activities until its application for alicence is granted or refused
or aregistrant is authorised to issue an initial coin offering or a non-fungible
token and such decision is communicated in writing to the person.

(3) The Minister may, by regulations provide for any matters related
to transition or any matters in force before the commencement of thisAct to
be dealt with in such manner as to bring them in conformity with thisAct, or
any other matters that may arise in transition needing regulation in terms of
thisAct.

Consequential amendments

43. The Anti-Money Laundering and Countering the Financing of
Terrorism Act, 2020, the Financial Services Authority Act, 2013, the
International BusinessAct, 2016 and the Financial Consumer Protection Act,
2022 are amended to the extent specified in the Fourth Schedule.
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FIRST SCHEDULE
VIRTUAL ASSET SERVICES

The list below shall constitute of the types of virtual asset services, their
functions and description of services.

Types Functions Description
A. Virtual Asset 1. Custodial Services | 1. Undertake the transfer of
Wallet Providers virtual assets, initid coin
offering and non-fungible
tokens for and on behalf of

clients, which may include
individuals, institutional
investors, or funds.

2. Safekeeping of virtual assets,
initial coin offering and non-
fungible tokens or instruments
enabling control over virtua
asset, initia coin offering and
non-fungible tokens for and on
behalf of clients, which may
include individuals,
institutional investors, or funds.

3. Management of virtual assets,
initial coin offering and non-
fungible tokens or instruments
enabling control over virtua
asset, initia coin offering and
non-fungible tokens for and
on behdf of clients, which
may include individuas,
institutional investors, or funds.
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B. Virtual Asset . Transfer Services | 1. Undertake the exchange
Exchange between virtual assets, initial

Conversion
Services

Exchange
services

coin offerings and non-fungible
tokens and fiat currenciesfor
and on behalf of clients, which
may include individuals,
institutional investors, or funds.

. Undertake the exchange

between one or more forms of
virtual assets, initial coin
offerings and non-fungible
tokens for and on behalf of
clients, which may include
individuals, institutional
investors, or funds.

. Undertake transfer of virtual

assets, initial coin offerings and
non-fungible tokens for and
on behalf of clients, which
may include individuals,
institutional  investors, or
funds;

. Safekeeping of virtual assets,

initial coin offeringsand non-
fungible tokens or instruments
enabling control over virtual
assets, initial coin offerings and
non-fungible tokens for and
on behalf of clients, which
may include individuds,
institutional investors, or funds.
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2. The Authority may issue further guidance for clarity purposes with
respect to theactivitiesdescribed in thetableabove.
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SECOND SCHEDULE
FEES
1. Application fees
Item Description Fee
No. SCR
1. | Application fee for alicence 75,000
2. | Application fee for registration 22,500
2. Annual licence fees
[tem Description Fee
No. SCR
1. | Basefee 75,000
Feefor permissible activities:
Virtual Asset Wallet Provider 300,000
Virtual Asset Exchange 375,000
Virtual Asset Broking 150,000
Virtual Assets Investment Provider 75,000
3. Miscellaneous fees
Item Description Fee
No. SCR
1. | (section 11(3))
For inspection of the register of licensees 2250
2. | (section 11(4))
For obtaining a copy of alicensee's current 1500
licence
3. | (section 12(6))
Application fee for Fit and Proper 15,000
determination (other than at the time of
application for a licence)
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THIRD SCHEDULE

SUBSTANCE REQUIREMENTS

Every licensee shall —

(@
(b)
(©)

(d)

()

(f)

(9)

haveat | east oneresident person asdirector onitsboard of directors;
operateafully manned officein Seychelles;

employ qualified or experienced staff to manage the office specified
under paragraph (b);

ensure that all records and documentation required to be kept by the
licensee under this Act and regulations are available and accessible
fromthe office specified under paragraph (b);

undertake complaint handlingin Seychelles;

annualy, hold at least 2 meetings of its board of directors in
Seychelles; and

annually, hold at | east 4 management meetingsin Seychelles.
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FOURTH SCHEDULE
(Section 43)

CONSEQUENTIAL AMENDMENTS

Sub-Part A: Amendment of Anti Money Laundering and Countering
the Financing of Terrorism Act, 2020

Amendment of section 2

1. Section 2 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act isamended asfollows —

(@ inthedefinition of “account” by —
0] deleting the diunctive word “or” in paragraph (d);

(i)  inserting after the semi-colon the digunctive word
“or” in paragraph (e);

(iii)  inserting a new paragraph (f) after paragraph (e) as
follows —

“(f) accepts and facilitates transfer of virtual
assets, including where such activity is
undertaken through an electronic wallet.”;

(b) by inserting after the definition of “authorised officer” the
following new definition —

““batch file transfer of virtua assets’ means severa
individua transfers of virtual assets which are bundled
together for transmission;”;

(c) by inserting after the definition of “beneficial owner” the
following new definition —

““beneficiary virtual asset service provider” meansavirtual
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(d)

(€)

(f)

(9)

asset service provider which receives a transfer of virtual
assets on behalf of abeneficiary;”;

in the definition of “financial institution”, by —

) deleting the digunctive word “and” in paragraph
(m);

(i) by inserting anew paragraph after paragraph (m) as
follows —

“(ml) virtual asset service providers,; and”;

by inserting after the definition of “funds’ the following
new definition —

““intermediary virtual asset service provider” means a
virtual asset service provider which —

1) participates in the execution of atransfer of virtual
assets; and

(i)  isnot the originating virtual asset service provider
or beneficiary virtual asset service provider;”;

by inserting after the definition of “originator” the
following new definition —

““originating virtual asset service provider” means the
virtual asset service provider which initiates the transfer of
virtual assets on behalf of abeneficiary;”;

by inserting after the definition of “virtual asset” the
following new definitions —

““virtual asset service provider” means a business that
conducts one or more of the following actions on behalf of
its customers —
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@ exchange between virtual assets and fiat currencies,

(b) exchange between one or more forms of virtual
assets;

(c) transfer of virtual assets;

(d) safekeeping and/or administration of virtual assets
or instruments enabling control over virtual assets;
and

(e participating in and provision of financial services
related to an issuer's offer and/or sale of virtual
asset;”;

““virtual asset transfer” means any transaction carried out
with aview to making an amount of virtual assets available
to a beneficiary person, irrespective of whether the
originator and the beneficiary are the same person;”.

Amendment of section 5

2. Section 5 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act isamended asfollows —

(@

(b)

in subsection (1) by deleting the words “or wire transfer”
and replacing them with the words “, wire transfer or
virtual asset transfer”;

by inserting the following new subsection —

“(1A) A reporting entity must ensure that, when
complying with subsection (1) in relation to a virtual asset
transfer, the reporting entity reports transfers within the
required threshold, including instances where there are
multiple transfers and such transfers have been made
within a consecutive 24 hour period to the total of the
prescribed threshold, and the reporting entity has
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knowledge that those transfers were either conducted by
the same person, conducted on behalf of the same person
(third party), or are for the same beneficiary.”

(c)  in subsection (3) by deleting the words “or wire transfer”
and replacing them with the words “, wire transfer or
virtual asset transfer”.

Amendment of section 7

3. Section 7 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act is amended in subsection (1) by inserting the
following new paragraph (j1) after paragraph (j) asfollows —

“(j1) prior to the launch of anew product or business practice or
the use of a new or developing technology, identifying and
assessing the money laundering and terrorist financing
risks that may arise in relation to the development and use
of new products or business practices, or new or
developing technologies for both new and pre-existing
products, and take appropriate measures to manage and
mitigate those risks;”.

Amendment of section 27

4, Section 27 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act isamended in subsection (1) asfollows —

(@ in paragraph (d) by inserting after the words “any
transaction”, the word “or transfer”;

(b)  inparagraph (e) —

(A) by repedling the words “sub-clause clause” and
replacing them with the word “ paragraph”;

(B) by inserting, after the words “or similar account”
thewords*“, or electronic wallet,”;
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(C) by inserting, after the words “the transaction” the
words “or transfer”;

(c) in paragraph (f) by inserting, after the words “the
transaction,” the words “the transfer”.

Amendment of Section 28

5. Section 28 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act is amended in subsection (5)(a) by inserting after
the words “targets, activities,” theword “transfers”’.

Amendment of section 33

6. Section 33 of the Anti-Money Laundering and Countering the
Financing of TerrorismActisamendedin (1) —

(@  inparagraph (c) by deleting the conjunctive word “and”;

(b) in paragraph (d) by deleting the full stop and replacing it
with a semi-colon and the conjunctive word “and”;

(c) by inserting the following new paragraph (e) after
paragraph (d) asfollows —

“(e) implement regular testing to verify that the
originator and beneficiary information has been
collected for virtual asset transfers received or
sent.”.

Amendment of section 40

7. Section 40 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act is amended by inserting a new subsection after
subsection (2) asfollows —

“(2A)  Virtual asset service providers shall not apply
simplified due diligence measures with respect to their
customers.”
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Amendment of section 45

8. Section 45 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act is amended in by inserting after subsection (6)
the following new subsection —

“(6A)  The obligations in subsection 45B (3) shall also
apply to financial institutions when sending or receiving virtual
assets transfers on behalf of customers.”.

| nsertion of new sections 45B to 45G

9. The Anti-Money Laundering and Countering the Financing of
Terrorism Act is amended by adding the following sections after section
45A —

“Obligations of an originating virtual asset service
provider

45B.(1) An originating virtual asset service provider shall,
when sending a virtual asset transfer to a beneficiary, collect and
include within itsrecords —

(& the name of the originator and the
beneficiary;

(b) where a wallet is used to process a virtua
asset transfer —

(i) thewallet address of the originator;
(i) thewallet address of the beneficiary;

(c) the address of the originator including the
name of the country, government issued
identification information inclusive of the
national identification number (if applicable)
or the originator's customer identification
number or date and place of birth; and
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(d) where awallet is not used to process virtua
asset transfers, the unique transaction
reference number (commonly known as a
transaction hash) utilised for the tracing of the
transfer.

(2) An originating virtual asset service provider shall,
before conducting a virtual asset transfer, verify the originator
information under subsection (1) on the basis of documents, data
or information that meets the requirements of Part V1 of thisAct.

(3) An originating virtual asset provider shal provide
the information under subsection (1), without delay to the
beneficiary virtual asset service provider, together with
transmission of the set of payment instructions to the beneficiary
virtual asset service provider or to the beneficiary's financial
institution.

(4) An originating virtual asset service provider may
provide the information under subsection (1) to the beneficiary
virtual asset service provider or reporting entity directly by
attaching the information to the virtual asset transfer or providing
the information directly.

(5) An originating virtual asset service provider shall
ensure that virtual asset transfers are conducted using a system
which prevents the unauthorised disclosure of the information
under subsection (1) to a person other than the originating virtual
asset provider, the beneficiary virtual asset service provider or the
reporting entity.

(6) An originating virtual asset service provider shall
keep records of complete information on the originator and
beneficiary under subsection (1) which accompanies each virtual
asset transfer, in accordance with section 47(3) of thisAct.

(7) An originating virtual asset service provider may
hold any transfers in order to obtain accurate originator and
beneficiary information under subsection (1).
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(8) Where section 43(1) or (2) appliesin relation to the
required information under subsection (1), the virtual asset service
provider shall file a suspicious activity report under section 48 or
make a disclosure under section 34 or 35 of the Prevention of
TerrorismAct, (Cap.179), as applicable.

(99 An originating virtual asset service provider shall
prohibit any virtual asset transfer being made and ensure that any
virtual assets or proceeds received for the purchase of virtua
assets are frozen in compliance with the requirements of the
Prevention of TerrorismAct.

Obligations of a beneficiary virtual assets service provider

45C.(1) A beneficiary virtual asset service provider shall, on
receipt of avirtual asset transfer, collect and record the following
information —

(@ the name of the originator and the
beneficiary;

(b) where a wallet is used to process a virtua
asset transfer by —

(i) thewallet address of the originator;
(i) thewallet address of the beneficiary;
(c) location data concerning the originator —

(i) the address, including the name of the
country;

(i)  nationa identity number;
(iii) customer identification number; or

(iv) dateand place of birth.
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(d) where awallet is not used to process virtua
asset transfers, the unique transaction
reference number (commonly known as a
transaction hash) utilised for the tracing of the
transfer.

(2) A beneficiary virtual asset service provider shall
verify the accuracy of information about the beneficiary obtained
in compliance with subsection (1) on the basis of documents, data
or information that meets the requirements of Part VI of thisAct.

(3) A beneficiary virtual asset service provider shall
keep records of complete information on the originator and
beneficiary information under subsection (1) which accompanies
each virtual asset transfer, in accordance with section 47(3) of this
Act.

Batch filevirtual asset transfers

45D.(1) For batch file virtual asset transfers from a single
originator, section 45B(1) shall not apply to the individual
transferswhere —

(& the transfers are bundled together as a batch
file and the batch file includes —

(i) thename of the originator; and

(if) location data concerning the originator
as specified under section 45B(1)(c);

(b) whereawallet isused, the wallet address(es);

(c) where awalet is not used to process virtual
asset transfers, the unique transaction
reference number (commonly known as a
transaction hash) utilised for the tracing of the
transfer.
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(3) AIll information under subsection (1) should be
transferred without delay to the beneficiary virtual asset service
provider, together with transmission of the set of payment
instructions to the beneficiary virtual asset service provider or to
the beneficiary's financial institution.

Sraight-through processing of transfersof virtual assets

45E.(1) An intermediary virtual asset service provider
shall —

(@ take reasonable measures, which are
consistent with straight-through processing, to
identify virtual asset transfers that lack
required originator or beneficiary information;
and

(b) adopt risk-based policies and procedures for
determining —

() when to execute, reject or suspend a
virtual asset transfer; and

(i)  theresulting proceduresto be applied;

where the required originator or beneficiary information is
incomplete.

Monitoring transfer swhich may lack information

45F.(1) Every virtua asset service provider shall monitor
transfers involving virtual assets for the purpose of detecting the
lack of information required under sections 45B, 45C and 45D.

(2) Inrespect of any transfer, which lacks information
required under sections 45B, 45C and 45D, virtual asset service
providers processing an intermediary element of virtual asset
transfer or receiving a virtual asset transfer, shall apply risk-based
policies and procedures to determine whether to reject, suspend or
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execute the cross-border or domestic virtual asset transfer and take
appropriate follow-up actions.

Technical limitationsrelated to transfer s of virtual assets

45G. virtual asset service provider from sending the
required origiWhere technical limitations prevent an
intermediarynator or beneficiary information with the virtual asset
transfers, the intermediary virtual asset service provider shall keep
a record of all the information received from the originating
virtual asset service provider, reporting entity or other
intermediary, in accordance with section 47(3) of thisAct.”.

Amendment of section 47

10.  Section 47 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act is amended in subsection (3) by inserting after
paragraph (d) the following new paragraph —

“(e) virtual asset service providers’.

Amendment of section 49

11.  Section 49 of the Anti-Money Laundering and Countering the
Financing of Terrorism Act isamended in subsection (2) by —

(@)  inserting after the words “through wire transfers’ the words
“or a virtual asset transfer that exceeds SCR 15,000 or
equivaent in any currency”; and

(b) by inserting after the words “the transaction” the words “or
transfer”.

Amendment of First Schedule

12.  TheFirst Schedule of the Anti-Money Laundering and Countering
the Financing of Terrorism Act is amended in Part B by inserting after the
fifth item, the following item —

“A virtual asset service provider under the Virtual Asset Service
ProvidersAct, 2024" .
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Amendment of Third Schedule

13. The Third Schedule in the Anti Money Laundering and
Countering the Financing of Terrorism Act is amended by inserting after
item 4 the following new item

“5. REPORTING THRESHOLD APPLICABLE TO
VIRTUAL ASSET SERVICE PROVIDERS

All Virtual Asset Service Providers shall report all transfers in
virtual assetsin the equivalent amount of SCR 50,000 or more.”

Sub-Part B Amendment of Financial Services Authority Act, 2013
Amendment of Schedule 1

14.  Schedule 1 of the Financial Services Authority Act isamended in
Part 1 by inserting after paragraph 1.10 the following new paragraph —

“1.11 Virtual Asset Service ProvidersAct”.

Sub-Part C Amendment of I nternational Business CompaniesAct, 2016

Amendment of section 5

15.  Section 5(2) of the International Business Companies Act, 2016
isamended —

(@ in paragraph (e), by repealing the word “or” after the
semicolon;

(b)  inparagraph (f), by replacing the full stop with the word “;
or’;

(c) by inserting after paragraph (f), the following new
paragraph —

“(g) inrelationto virtual asset services, —

(1) carry on mining or operate a mixer or tumble
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service as defined under the Virtual Asset
Service ProvidersAct;

(i)  carry on business of virtual asset services in
or from Seychelles unless it is licensed under
the Virtual Asset Service ProvidersAct;

(ili) issue or purport to issue an initia coin
offering or a non-fungible token, or hold
itself out as carrying on that activity, in or
from Seychelles, unless the company is
authorised to do so by the Authority under the
Virtual Asset Service ProvidersAct; or

(iv)  carry on or purport to promote an initial coin
offering or the sale of or investment in the
development of non-fungible tokens, or hold
itself out as carrying on that activity, in or
from Seychelles, unless the company is
authorised to do so under the Virtual Asset
Service ProvidersAct.”.

Sub-Part D Amendment of Financial Consumer Protection Act, 2022
Amendment of Schedule

16. The Schedule of the Financial Consumer Protection Act is
amended in Part B by inserting after the fourth item the following —

“A licensee under the Virtual Asset Service ProvidersAct”.

| certify that this is a correct copy of the Bill which was passed by the
National Assembly on 7" August, 2024.

Mrs. Tanialsaac
Clerk tothe National Assembly



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62

