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AN ACT
To establish a framework for the regulation of securities markets,
clearing and settlement facilities, securities exchanges and
intermediaries, to provide for self-regulatory organisations and to
regulate the offering and trading of securities and other related matters
ENACTED by the Parliament of Mauritius, as follows—

PART I—PRELIMINARY

1. Short title
This Act may be cited as the Securities Act 2005.

2. Interpretation

In this Act -

“associate” has the meaning assigned to it in Part | of the Schedule;

“audit firm” has the same meaning as in the Financial Reporting Act 2004;
“bank’” has the same meaning as in the Banking Act 2004;

“Category 1 Global Business Licence” has the same meaning as in the
Financial Services Act 2007,

“CDS” means the Central Depository and Settlement Co Ltd approved under
the Securities (Central Depository, Clearing and Settlement) Act 1996;
“cease trade order” means an order issued by the Commission under section
133;

“Chief Executive” has the same meaning as in the Financial Services Act
2007;

“CIS manager” means a person holding a CIS manager licence issued under
this Act;
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“CIS manager licence” means a licence granted referred to in section 98;
“closed-end fund” means an arrangement or a scheme, other than a
collective investment scheme, constituted in such legal form as may be
approved by the Commission and whose object is to invest funds, collected
from subscribers during an offering made under Part V of this Act or from
sophisticated investors, in a portfolio of securities, or in other financial or
non-financial assets, or real property, as may be approved by the
Commission;

“collective investment scheme” —

(a) means a scheme constituted as a company, a trust, or any other legal
entity prescribed or approved by the Commission -

(i) whose sole purpose is the collective investment of funds in a portfolio of
securities, or other financial assets, real property or non-financial assets as
may be approved by the Commission;

(if) whose operation is based on the principle of diversification of risk;

(iif) that has the obligation, on request of the holder of the securities, to
redeem them at their net assets value, less commission or fees; and

(iv) where the participants do not have day to day control over the
management of the property, whether or not they have the right to be
consulted or to give directions in respect of such management; and

(b) includes closed-end funds whose shares or units are listed on a securities
exchange; but

(c) does not include such schemes as are specified in Part Il of the Schedule.
“Commission” means the Financial Services Commission established under
the Financial Services Act 2007;

“constitutive documents” means the principal documents governing the

formation and operation of a collective investment scheme and includes the
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management agreement, the custodian agreement and any shareholder
agreement;

“control”, in relation to securities, means legal or beneficial title to
securities, or a right of direction over securities or over voting rights
attached to securities;

“controller”, in relation to a corporation, has the meaning assigned to it in
the Financial Services Act 2007;

“corporation” has the same meaning as in Financial Services Act 2007;
“Court” means the Bankruptcy Division of the Supreme Court;

“custodian” means a person holding a custodian licence;

“custodian licence” means a licence granted referred to in section 100;
“clearing and settlement facility” means a system that provides for -

(a) the holding of securities in dematerialized form;

(b) the process of presenting and exchanging data or documents in order to
calculate the obligations of the participants in the system, to allow for the
settlement of these obligations; and

(c) the process of transferring securities;

“clearing and settlement facility licence” means a licence issued referred to
in section 10;

“derivative” includes futures and options contracts on securities, indices,
interest or other rates, currency, futures or commodities;

“Enforcement Committee” means the committee established under section
52 of the Financial Services Act 2007;

“financial crime” has the same meaning as in Financial Services Act 2007;
“financial institution” includes -

(a) a bank licensed under the Banking Act 2004; and
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(b) a corporation licensed by the Commission, other than a management
company or a company licensed to conduct global business.

“FSC Rules” means rules made under section 155;

“futures contract” means a legal agreement to make or take delivery of a
specified instrument, such as a commodity, at a fixed future date at a price
determined at the time of the transaction where the mode of settlement is
established in the contract;

“Fund” means a compensation fund established under section 148;

“IFRS” has the same meaning as in the Financial Reporting Act 2004;
“inside information”, in relation to securities of a reporting issuer, means
information that —

(a) is not generally available or disclosed; and

(b) if generally available or disclosed, would be likely to have a material
effect on the price or the value of securities of the reporting issuer or of
securities issued by a related corporation of the reporting issuer;

“insider of a reporting issuer” means -

(@) the reporting issuer itself, its subsidiaries, its officers and those of its
subsidiaries;

(b) any person who exercises -

(i) control over more than 5 per cent of a class of shares of a reporting issuer
to which are attached voting rights; or

(if) an unlimited right to a share of the profits and in its assets in case of
winding-up, other than securities that were the object of an underwriting and
are in the course of an offering;

(c) the officers of a person mentioned in paragraph (b);

“Insurer” means an insurer licensed under the Insurance Act 2005;
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“interest” in relation to a collective investment scheme, means a right to a
return or benefit produced by the scheme whether the right is actual,
prospective or contingent and whether it is enforceable or not;

“investment adviser” means a person who holds an investment adviser
licence;

“investment adviser licence” means a licence referred to in section 30;
“investment dealer” means a person who holds an investment dealer licence;
“investment dealer licence” means a licence referred to in section 29;
“issuer” means a person or any other entity that issues, has issued or is going
to issue securities;

“issuer bid or buyback” means an offer by a reporting issuer, other than a
collective investment scheme, to acquire or redeem its own securities,
including convertible debt securities, made to any person and includes a
purchase or other acquisition of its securities by the issuer from any such
person;

“law practitioner has the same meaning as in the Law Practitioners Act
1984;

“licence” means a licence issued by the Commission;

“licensee” means a person —

(a) holding or deemed to hold a licence; and

(b) approved or deemed to be approved by the Commission;

“listed securities” means securities listed on a securities exchange, whether
traded or not;

“Minister” means the Minister to whom responsibility for the subject of
finance is assigned,;

“offer” has the meaning assigned to it in section 67,
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“officer” means a member of a board of directors, a chief executive, a
managing director, a chief financial officer or chief financial controller, an
executive, a secretary, a partner, a trustee, or a person holding any similar
function with a licensee, a CIS, a reporting issuer or a trust;
“options contract” means a contract that gives its holder the right but not the
obligation to buy or sell a fixed number of securities or other instrument at a
fixed price on or before a given date;
“prescribed” means prescribed by regulations;
“prospectus” —
(a) means a notice, circular, advertisement or request inviting applications or
offers from the public to subscribe for or purchase, or offering to the public
for subscription or purchase, a share in, or debenture of, a company or
proposed company; and
(b) includes a statement attached to or intended to be read with the
prospectus;

“private placement” means an offer of securities where the total cost of
subscription or purchase for each person to whom the offer is made is at
least equal to the amount determined by FSC Rules and where each person
subscribes or purchases for his own account and no publicity is made by the
person making the offer;
“public sector agency” has the same meaning as in the Financial Services
Act;

[Amended by Act 38/11]
“relevant Acts” has the same meaning as in the Financial Services Act;

[Amended by Act 14/09]

“reporting issuer” has the meaning assigned to it in section 86(1);
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“representative” means an individual who is employed by an investment
dealer or an investment adviser for the purpose of exercising, on behalf of
that person, securities transactions that the investment dealer or the
investment adviser, as the case may be, is licensed to carry out and includes
an officer who carries out securities transactions on behalf of an investment
dealer or an investment adviser;

“representative proceedings” means the proceedings referred to in section
149;

“Review Panel” means the Financial Services Review Panel established
under section 54 of the Financial Services Act 2007;

“secondary market” means a market where securities are or can be traded;
“securities” means —

(a) shares or stocks in the share capital of a company, whether incorporated
in Mauritius or elsewhere, other than a collective investment scheme;

(b) debentures, debenture stock, loan stock, bonds, convertible bonds or
other similar instruments;

(c) rights warrants, options or interests in respect of securities mentioned in
paragraphs (a) and (b);

(d) treasury bills, loan stock, bonds and other instruments creating or
acknowledging indebtedness and issued by or on behalf of or guaranteed by
the Government of the Republic of Mauritius or the government of another
country, a local authority or public authority, as may be prescribed,;

(e) shares in, securities of, or rights to participate in, a collective investment
scheme;

(f) depository receipts or similar instruments;

(g) options, futures, forwards and other derivatives whether on securities or

commodities;

17



(h) any other transferable securities, interests or assets as may be approved
by the Commission; or

(i) any such other instruments as may be prescribed;

“securities advertisement” means any form of communication made to any
person in Mauritius which contains or refers to an invitation or inducement
to subscribe for or purchase any form of investment whether that investment
constitutes particular securities which are or are to be offered for
subscription or purchase or related generally to investment in some form of
securities but does not include a prospectus which has been granted effective
registration;

“securities exchange” means a market, exchange, place or facility, including
an organised over the counter market, that provides for bringing together, on
a regular basis, buyers and sellers of securities to negotiate or conclude
purchases or sales of securities in accordance with the rules of securities
exchange;

“securities exchange licence” means a licence referred to in section 9;
“securities trading systems licence” means a licence referred to in section
11;

“securities transaction” means a sale, transfer, purchase, exchange or
conversion of securities or other dealing thereof;

“SEM” means the Stock Exchange of Mauritius Ltd established under the
repealed Stock Exchange Act;

“solicit” has the meaning set out in section 31(2);

“sophisticated investor” means —

(a) the Government of Mauritius;

(b) a statutory authority or an agency established by an enactment for a

public purpose;
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(c) a company, all the shares in which are owned by the Government of
Mauritius or a body specified in paragraph (b);
(d) the government of a foreign country, or an agency of such government;
(e) a bank;
(f) a CIS manager;
(g) an insurer;
(h) an investment adviser;
(i) an investment dealer; or
(j) a person declared by the Commission to be a sophisticated investor;
“special resolution”, in relation to a collective investment scheme, means a
resolution approved by a majority of seventy-five per cent or, if a higher
majority is required by the constitutive documents of the scheme, that higher
majority, of the votes of those participants entitled to vote and voting on the
resolution;
“SRO” has the same meaning as in the Financial Services Act 2007;
“takeover offer” has the meaning assigned to it in section 94(2);
“unit trust” means a trust authorised under this Act as a collective
investment scheme.

[Amended by Act 15/07]

3. Application of Act

(1) This Act shall apply to public offerings of shares owned by the
Government of the Republic of Mauritius but shall not apply to debt
securities or treasury bills issued or guaranteed by the Republic of Mauritius
or such other country as may be prescribed.

(2) The Commission may, by notice, exempt any person or class of persons,

or any securities transaction from the provisions of this Act.
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4. Companies Act interpretation to apply
Unless otherwise provided in this Act, words and expressions in this Act

have the same meaning as in the Companies Act 2001.

5. Relationship with other laws
Where there is an inconsistency in respect of the offer, issue or trading of
securities between this Act and the Companies Act 2001, the provisions of

this Act shall prevail to the extent of the inconsistency.

PART II—THE COMMISSION

6. Objects of the Commission

(1) This Act shall be administered by the Commission.

(2) In administering this Act, the Commission shall —

(@) promote the confident and informed participation of investors and
consumers in, and the efficiency of, securities markets in Mauritius;

(b) improve the protection of investors in Mauritius from unfair, improper
and fraudulent practices in relation to securities;

(c) foster fair, efficient, transparent and informed markets for securities in
Mauritius;

(d) reduce systemic risk in the Mauritius financial sector in collaboration
with other agencies;

(e) regulate the disclosure of information by persons issuing securities and

by reporting issuers to securities holders and to the public;
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(f) monitor and regulate the operation of securities exchanges and the

activities of persons providing clearing and settlement services and trading

systems for securities;

(g) suppress and prevent financial crimes and illegal practices;

(h) cooperate and collaborate with domestic and international organisations,

law enforcement, supervisory and regulatory bodies; and

(i) carry out research and collect, compile, publish and disseminate data and

information on the securities industry.

(3) Without prejudice to any powers provided under any other enactment,

the Commission shall have such powers as are necessary for the

performance of its functions and the attainment of its objects under this Act.
[Amended by Act 15/07]

7. Delegation of powers

(1) The Commission may delegate to the Chief Executive, such powers and
functions under this Act as may be necessary for the effective administration
of this Act other than the power to make rules.

(2) The Chief Executive may delegate any of the delegated powers and
functions under subsection (1) to a member of staff of the Commission,
other than the power —

(a) to order an investigation under section 124; and

(b) to issue a cease trade order under section 133.

(3) In performing or exercising powers and functions delegated under
subsection (1) or (2), the delegate shall comply with any direction given by
the Commission or by the Chief Executive, as the case may be.

(4) A delegated power or function, when performed or exercised by the

delegate, shall, for the purposes of this Act, be taken to have been performed
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or exercised by the Commission or by the Chief Executive, as the case may
be.

(5) A delegation shall not prevent the performance or exercise of the
delegated power or function by the Commission or by the Chief Executive,

as the case may be.

8. Code of ethics

(1) The Minister may, by regulations, make code of ethics for the members
of the Board of the Commission, the Chief Executive and the staff of the
Commission relating to —

(a) acceptance of gifts or other reward,;

(b) other employment within the securities industry;

(c) acting as or accepting a function as an officer of a reporting issuer, a
licensee, an SRO or a collective investment scheme; and

(d) their involvement in securities transactions.

(2) Regulations made under subsection (1) may provide that any person who

contravenes them shall be liable to a fine not exceeding 500,000 rupees.

PART IHI—FINANCIAL MARKETS REGULATION

Sub-Part A — Securities exchanges, clearing and settlement facilities

and securities trading systems

9. Licence for securities exchanges
(1) No person shall establish, maintain or operate a securities exchange in
Mauritius, whether physically, electronically or otherwise, unless the person

holds a securities exchange licence issued by the Commission.
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(2) No person other than a body corporate incorporated or registered in
Mauritius as a public company shall hold a licence to operate a securities
exchange.

[Amended by Act 15/07]

10. Licence for clearing and settlement facilities
(1) No person shall provide, whether physically, electronically or otherwise,
services in Mauritius with respect to the deposit, clearing or settlement of
securities transactions unless the person holds a clearing and settlement
facility licence issued by the Commission.
(2) Subsection (1) shall not apply to the clearing and settlement facility
provided by the Bank of Mauritius for securities it issues on its own behalf
or on behalf of the Government of Mauritius.

[Amended by Act 15/07]

11. Licence for trading securities systems
No person shall establish, maintain or operate in Mauritius, whether
physically, electronically or otherwise, a system for trading securities
independent of a licensed securities exchange, unless the person holds a
licence issued by the Commission.

[Amended by Act 15/07]

12. Matters required for grant of licences
(1) The Commission shall not grant a securities exchange licence, a clearing
and settlement facility licence or a securities trading systems licence unless

it is satisfied that, having regard to the general condition, needs and interests
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of the capital market and the community, there is a need for the additional

facility or system proposed to be authorised by the licence.

(2) The Commission shall not grant a securities exchange licence unless it is

satisfied that —

(a) the applicant has operating rules and procedures adequate to ensure, as

far as is reasonably practicable, that the market will operate fairly,

transparently and in an orderly way;

(b) the applicant has adequate rules or systems for —

(i) handling conflicts between the commercial interests of the applicant and

the need for it to ensure that the securities exchange operates fairly,

transparently and in an orderly way;

(if) monitoring the conduct of participants on, or in relation to, the securities

exchange; and

(iii) enforcing compliance with the operating rules of the market;

(c) the applicant has or has access to adequate clearing and settlement

arrangements for transactions effected through the securities exchange; and

(d) the applicant, and each of its officers, are fit and proper persons.
[Amended by Act 15/07]

13. Securities exchange rules

(1) A securities exchange may make rules, not inconsistent with this Act,
any regulations made under this Act or any FSC Rules, for or with respect to
the operation of the securities exchange.

(2) Rules made under subsection (1) may provide for —

(a) the terms and conditions for access to the securities exchange, including

conditions related to financial integrity and business ethics;
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(b) the terms and conditions for admission of securities for listing on the
securities exchange;
(c) the conditions under which securities are to be traded on the securities
exchange;
(d) enforcement and disciplinary procedures and sanctions to be applied;
(e) the management of conflicts of interest;
(f) rules and conditions concerning the buy back of listed securities by
companies whose securities are listed;
(fa) rules and conditions relating to the expiry of futures contracts or other
derivatives, and to the modes of corresponding delivery and settlement;
(g) procedures to give effect to directions of the Commission; and
(h) Rules of conduct for officers and employees of the securities exchange
and for members of committees established for the securities exchange.
(3) Rules made under this section shall be of no effect unless approved by
the Commission.
(4) Rules made under this section shall have effect as a contract between
each of the following —
(a) the securities exchange;
(b) each issuer whose securities are admitted for listing on the securities
exchange;
(c) each person permitted to use the securities exchange to trade securities;
under which each of those persons agrees to observe and perform the
obligations imposed on the person by those rules.

[Amended by Act 15/07]

14. Clearing and settlement facility rules
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(1) A clearing and settlement facility may make rules, not inconsistent with
this Act, any regulations made under this Act, or any FSC Rules, for or with
respect to the operation of the facility.
(2) Rules made under subsection (1) may provide for —
(a) clearing and settlement procedures;
(b) the operation of a book-entry system;
(c) the dematerialisation of securities in connection with the facility.
(3) Rules made under this section shall be of no effect unless approved by
the Commission.
(4) Rules made under this section shall have effect as a contract between -
(a) the clearing and settlement facility; and
(b) each person permitted to use the clearing and settlement facility, under
which each of those persons agrees to observe and perform the obligations
imposed on the person by those rules.

[Amended by Act 15/07]

15. Securities trading system rules

(1) A securities trading system may make rules, not inconsistent with this
Act, any regulations made under this Act or any FSC Rules, for or with
respect to the operation of the system.

(2) Rules made under this section shall be of no effect unless approved by
the Commission.

(3) Rules made under this section shall have effect as a contract between —
(a) the trading system; and

(b) each person permitted to use the trading system to trade securities;

under which each of those persons agrees to observe and perform the

obligations imposed on the person by those rules.
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[Amended by Act 15/07]

16. Enforcing rules made under this Sub-Part

(1) Where a person who is under an obligation to comply with or enforce
rules under this Sub-Part fails to perform the obligation, the Commission
may direct —

(a) that person; or

(b) where the person is a corporation, its officers, to comply with such rules
or enforce them, as the case may be.

(2) Notwithstanding subsection (1), where a person who is under an
obligation to comply with or enforce rules under this Sub -Part fails to
perform the obligation, the Court may, on application by —

(a) the Commission;

(b) the licensee that made the rules; or

(c) a person aggrieved by the failure, to give directions to —

(i) the person against whom the order is sought; and

(ii) its officers about compliance with, or enforcement of, the rules.

17. Obligations of securities exchanges

(1) A securities exchange shall —

(a) perform its functions so as to ensure fairness, efficiency and transparency
of transactions effected through the securities exchange; and

(b) publish daily and periodic information, indices and averages on its
activities in order to ensure transparency and equity to investors.

(2) A securities exchange shall submit to the Commission the information

under subsection (1)(b) at such intervals as the Commission may request.
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(3) A securities exchange shall submit to the Commission its trading logs at

such times and for such period as the Commission may request.

18. Directors of securities exchanges
(1) The directors of a securities exchange shall ensure that, at all times —
(@) at least one third of the number of directors are independent of the
management of the securities exchange; and
(b) the directors include in their number directors who have experience in
the operations of such securities exchange.
(2) A director of a securities exchange has a duty to act in the best interests
of investors and, where there is a conflict between the interests of the
investors and the interests of the securities exchange, the director shall give
priority to the interests of the investors.

[Amended by Act 15/07]

19. Directors of clearing and settlement facilities
A director of a clearing and settlement facility shall, in acting as such a
director, have proper regard to safeguarding the interest of users of the
facility and the public interest.

[Amended by Act 15/07]

20. Annual reports

(1) A person licensed under this Sub-Part shall file with the Commission,
within 90 days of its balance sheet date, an annual report which shall include
(a) a report on the corporate governance policy of the licensee and any other

information required by the Commission;
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(b) audited financial statements prepared in accordance with IFRS and such
other standards issued under the Financial Reporting Act 2004 and such
other requirements as may be specified in the FSC Rules; and
(c) consolidated financial statements, where the person is a holding company
or a subsidiary.
(2) The financial statements to be included in an annual report under
subsection (1), shall be audited in accordance with International Standards
on Auditing and such other standards as may be issued under the Financial
Reporting Act 2004 by an audit firm approved by the Commission.
(4) The annual report of a clearing and settlement facility shall also include
an audited report on risk management procedures and their application and
any other information required by the Commission.

[Amended by Act 15/07]

21. Restriction on use of the words “stock exchange”, “securities
exchange”, “commodities exchange”, “derivatives exchange” and
“futures exchange”
No person shall use the words “stock exchange”, “securities exchange”,
“commodities exchange”, “derivatives exchange” or “futures exchange” in
connection with a business except in accordance with the approval of the
Commission.

[Repealed and Replaced by Act 15/07]

22. Offences

Any person who fails to comply with any provision of this Sub-Part shall

commit an offence and shall, on conviction, be liable to a fine not exceeding
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one million rupees together with imprisonment for a term not exceeding 8

years.

Sub-Part B—Stock Exchange of Mauritius Ltd. (SEM)

23. Licensing
The SEM shall be deemed to be licensed as a securities exchange by the
Commission and shall be governed by the provisions of this Act, any
regulations made under this Act and any FSC Rules.

[Amended by Act 15/07]

24. Regulatory functions

(1) In addition to its other functions, the SEM shall have regulatory
functions and shall -

(@) ensure that it adequately supervises the market operations and the
conduct of market participants;

(b) ensure the adequacy and efficiency of internal controls;

(c) ensure that market participants follow capital adequacy rules;

(d) investigate misconduct or apparent misconduct by market participants
and their representatives that could seriously affect investors or other
participating organisations and promptly report to the Commission on these
instances of misconduct;

(e) investigate possible market abuses, including insider dealing and
fraudulent behaviour;

() take disciplinary measures or agree to a settlement after a public hearing.
(2) Where an investigation is carried out by the SEM, it shall, in writing,
forthwith -

30



(@) inform the Commission of the nature of such investigation and persons
involved in the investigation; and

(b) advise the Commission on the status of such investigation at such
intervals as the Commission may request.

(3) On the completion of an investigation, the SEM shall -

(a) transmit to the Commission all information in its possession relating to
any such investigation; and

(b) inform the Commission of the outcome of such investigation and of any
disciplinary measure or other course of action taken as a result of an
investigation.

(4) The SEM shall -

(a) ensure that an adequate budget allocation is made to properly carry out
the regulatory functions mentioned in subsection (1); and

(b) submit in the annual report under section 20, information on the exercise
of its regulatory functions.

(5) In this Sub-Part —

“internal controls” means the system of controls put in place to assess and
ensure the effectiveness of the SEM in the exercise of its regulatory
functions;

“market participant” means any investment dealer or any other person which

has been given direct access to trading on the exchange.

25. Demutualisation

(1) The SEM shall be a demutualised exchange constituted as a public
company.

(2) Except with the approval of the Commission, the SEM shall not —

(a) make any change in its legal structure; and
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(b) make any public offer of its securities.

Sub-Part C- Central Depository and Settlement Co Ltd (CDS)

26. Licensing
The CDS shall be deemed to be licensed as a clearing and settlement facility
by the Commission and shall be governed by the provisions of this Act, any
regulations made under this Act and any FSC Rules.

[Amended by Act 15/07]

27. Clearing and Settlement Advisory Committee
The CDS shall establish a Clearing and Settlement Advisory Committee to
review and make recommendations concerning systems design, operational

procedures and problems and the introduction of new services.

28. Transfer of ownership of securities

(1) Notwithstanding any other enactment, the exclusive method of
transferring the ownership of securities deposited in the CDS shall be a
transfer made in accordance with the rules and procedures of the CDS.

(2) In the event of a conflict between the records of the CDS and any other
records or documents concerning the ownership and transfer of securities
deposited in the CDS, the records of the CDS shall prevail.

Sub-Part D - Intermediaries

29. Licence for investment dealers and their representatives
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(1) No person shall, by way of business —
(a) act or hold himself out as an intermediary in the execution of securities
transactions on behalf of other persons;
(b) trade or hold himself out to trade in securities as principal for his own
account with the intention of selling them to the public; or
(c) underwrite or distribute or hold himself out to underwrite or distribute
securities on behalf of an issuer or a holder of securities, without an
investment dealer licence issued by the Commission or without being
licensed as a representative of an investment dealer by the Commission.
(2) No person other than a body corporate may apply for an investment
dealer licence.
(3) The Commission may make rules providing for the authorization and
conditions under which a financial institution may carry out the functions or
activities of an investment dealer.

[Amended by Act 15/07]

30. Licence for investment advisers and their representatives
No person shall, by way of business —
(a) advise, guide or recommend other persons, or hold himself out to advise,
guide or recommend other persons, whether personally or through printed
materials or by other means, to enter into securities transactions; or
(b) manage or hold himself out to manage, under a mandate, whether
discretionary or not, a portfolio of securities, without an investment adviser
licence issued by the Commission or without being licensed as a
representative of an investment adviser by the Commission.

[Amended by Act 15/07]
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31. Solicitation

(1) No person other than the holder of a licence referred to under section 29
or 30, shall solicit another person to enter in securities transactions.

(2) For the purposes of this section, a person shall be deemed to solicit
another person under subsection (1) where he induces another person to buy,
sell or exchange securities or to participate in transactions involving
securities or offers persons services, recommendations or advice for those
purposes by —

(a) seeking to meet such person at his place of residence, work or public
places;

(b) contacting such person by telephone, letters, circulars, the internet or
other electronic means or telecommunication system; or

(c) publishing or causing an advertisement to be published or circulated.

32. Responsibility for conduct of representatives

(1) This section applies to conduct of a representative —

(a) that relates to securities;

(b) on which a third person (the “client”) could reasonably be expected to
rely; and

(c) on which the client in fact relied in good faith.

(2) The investment dealer or the investment adviser shall be responsible for
the conduct of its representatives whether or not the representative was
acting within his authority.

(3) Subsection (2) shall not apply where —

(a) the conduct was not related to securities; and

(b) the representative clearly disclosed that fact to the client before the client

relied on the conduct.
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33. Penalty for offences against this Sub-Part
Any person who contravenes any provision of this Sub-Part shall commit an
offence and shall, on conviction, be liable to a fine not exceeding one

million rupees together with imprisonment for a term not exceeding 8 years.
Sub-Part E—General licensing provisions

34. Applications for licences

An application for a licence under this Act shall be made in accordance with

Part IV of the Financial Services Act 2007 and in such form and manner as

may be specified in FSC Rules.
[Repealed and Replaced by Act 15/07]
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Sub-Part F—Prudential rules and annual reports

50. Capital and liquidity requirements

(1) The FSC Rules may provide for capital and liquidity requirements and
other prudential rules for investment dealers and investment advisers.

(2) In formulating rules for the purposes of subsection (1), the matters to
which the Commission shall have regard include —

(a) the nature of the activity authorised by the relevant licence; and

(b) the nature and extent of the risks that those licensees are exposed to, and

that they pose to their clients or to the integrity of the securities market.

51. Investment dealers—advances to clients

(1) No investment dealer shall make an advance to his client by way of loan,
to be applied to buy securities unless —

(a) before the advance is made, the client has executed a contract that sets
out the terms on which the advance is made and such contract complies with
the FSC Rules; and

(b) the amount advanced does not exceed the percentage of the market value
of the securities specified in FSC Rules made for the purposes of this

paragraph.
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(2) Any person who fails to comply with subsection (1) shall commit an
offence and shall, on conviction, be liable to a fine not exceeding 500,000

rupees.

52. Custody services
An investment dealer who satisfies such conditions relating to security and
safety of physical securities as may be specified in FSC Rules may be

authorised under its licence to offer custody services to his clients.

53. Underwriting
An investment dealer who satisfies such conditions relating to capital,
infrastructure and security as may be specified in FSC Rules may be

authorised under its licence to offer underwriting services.

54. Credit balances

(1) Any credit balances in the accounts of a client of an investment dealer,
not representing securities that are pledged, mortgaged, subject to a lien or
other security interest or given to support a guarantee or similar
arrangement, shall —

(a) be payable on demand;

(b) not be used or applied by the investment dealer without the express
written authority of the client; and

(c) not form part of the assets of the investment dealer for the purposes of
the law relating to insolvency.

(2) Any person who fails to comply with subsection (1) shall commit an
offence and shall, on conviction, be liable to a fine not exceeding 500,000

rupees.

38



(3) An investment dealer shall be liable to pay its client interest, calculated
in accordance with the market rate, on the credit balance in the securities

accounts of the client maintained by the investment dealer.

55. Annual reports

(1) An investment dealer and a corporation licensed as an investment adviser
shall file with the Commission, within 90 days of its balance sheet date, an
annual report which shall include -

(a) a report on the corporate governance policy of the licensee and any other
information required by the Commission;

(b) audited financial statements prepared in accordance with IFRS and such
other standards as may be issued under the Financial Reporting Act 2004;

(c) such other requirements as may be specified in FSC Rules; and

(d) consolidated financial statements where the investment dealer or
investment adviser is a holding company or a subsidiary.

(2) Any financial statement to be included in an annual report under
subsection (1), shall be audited in accordance with International Standards
on Auditing and such other standards as may be issued under the Financial
Reporting Act 2004 by an audit firm approved by the Commission.

(3) The Commission shall not approve an audit firm under subsection (2)
unless it is satisfied that the audit firm has adequate experience, expertise
and resources to carry out such an audit.

(4) Where an investment adviser is an individual, he shall file with the
Commission such returns at such intervals as may be specified in the FSC

Rules.
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(5) Any person who contravenes any of the provision of this section shall
commit an offence and shall, on conviction, be liable to a fine not exceeding
500,000 rupees.

Sub-Part F - Dealing with clients

56. Securities transaction confirmations

(1) Where an investment dealer executes an order of a client to carry out a

securities transaction, it shall send to its client without delay, a confirmation

in such form as may be specified in the FSC Rules.

(2) Every investment dealer shall send to its client a statement of account in

such form and at such intervals as may be specified in the FSC Rules.

(3) An investment dealer shall not trade as principal in securities listed or

traded on a securities exchange except in accordance with the applicable

rules of the securities exchange.

(4) Where, in respect of securities that are not listed on a securities

exchange, an investment dealer deals as principal with a client, the

investment dealer shall, before entering into the transaction, disclose to the

client that he is entering into the transaction as principal.

(5) Any person who contravenes this section shall commit an offence and

shall, on conviction, be liable to a fine not exceeding 100,000 rupees.
[Amended by Act 15/07]

PART IW—SELF-REGULATORY ORGANISATIONS
[Repealed by Act 15/07]
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PART V - OFFERS AND ISSUES OF SECURITIES

Sub-Part A — Requirement of a prospectus

67. Offer or distribution of securities

For the purposes of this Act, a person shall be deemed to make an offer or
distribution of securities where that person invites or solicits another person
(a) to purchase or subscribe to securities that have never been issued,;

(b) to enter into an agreement for the underwriting of securities;

(c) to purchase securities underwritten;

(d) to distribute securities previously offered without a prospectus; or

(e) to purchase securities, other than securities acquired on a securities

exchange in normal market operations, previously issued and held by a
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person, including an issuer, and where the offer or distribution is made from

Mauritius, or received in Mauritius.

68. Requirement for a prospectus

(1) No person shall make an offer of securities to the public, unless —

(a) the entity whose securities are being offered is in existence at the time of
the offer;

(b) the offer is made in a prospectus that complies with this Part; and

(c) the Commission has given a provisional registration to the prospectus.

(2) Where an offer is made by -

(a) an investment dealer acting for an issuer; or

(b) any person holding securities on behalf of the issuer, the prospectus shall
be established by the issuer or the person holding the securities.

(3) No person shall distribute to the public an application form for an offer
of securities unless the registration of the prospectus has become effective

and the form is attached to or accompanies the prospectus.

69. Derogation under this Part for CIS

(1) This Part shall not apply to collective investment schemes authorised or
recognised by the Commission under Part VIII.

(2) Notwithstanding subsection (1), no collective investment scheme shall
make an offer of securities to the public unless such offer is made in a

prospectus or simplified prospectus that complies with FSC Rules.

70. Prospectus not required

(1) A prospectus shall not be needed for —
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(a) an issue of securities of a company at or in connection with the formation
of the company, where no solicitation is made for the purchase of the
securities;

(b) the transmission of securities by succession;

(c) the vesting or transfer of securities by operation of law or by order of a
court;

(d) an offer or issue of securities that is a private placement;

(e) an offer or issue of securities that is made only to sophisticated investors;
(f) an offer or issue of securities only to related corporations of the issuer of
the securities;

(g) an offer by an issuer —

(i) to allow the exercise of an exchange, conversion, or subscription rights
previously issued for securities held by a reporting issuer;

(if) under a subscription plan, a share dividend plan or a dividend
reinvestment plan; or

(iii) under an employee share plan or a similar plan and is made only to
officers or employees of the issuer, where the issuer has complied with its
obligations under this Act, any regulations made under this Act or any FSC
Rules as to disclosure in relation to the securities;

(h) an offer of securities acquired under an offer referred to in subsection
(1)(d) or (e) where —

(i) a sale of securities is made in normal market operations on a securities
exchange;

(if) the issuer has complied with its obligations under this Act, any
regulations made under this Act or any FSC Rules and the rules of the

securities exchange as to disclosure in relation to the securities; and
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(iii) the person making the offer has held the securities for at least the period
specified in FSC Rules;

(i) an offer or issue of securities for the purpose of effecting an
amalgamation of companies.

(2) An issuer shall not rely on subsection (1)(e) unless, not later than 10 days
after the offer is made, the issuer notifies the Commission of the offer in
accordance with FSC Rules.

(3) An issuer shall not rely on subsection (1)(g)(iii) where participation in
the plan is a condition of appointment to office by, or employment with, the
issuer.

(4) An issuer shall not rely on subsection (1)(d), (e), (f), (g) and (i) unless
the provisions of the regulations and of FSC Rules relating to offers and
Issues of securities mentioned in the relevant provision are complied with.
(5) An issuer shall not rely on subsection (1)(i) unless —

(@) the Commission is notified in accordance with the FSC Rules of the
proposed offer or issue at least fifteen days before it takes place; and

(b) the Commission has not objected, by written notice to the issuer, within

15 days from the date it received the notification under paragraph (a).

Sub-Part B—Contents of prospectuses

71. General requirements

(1) A prospectus shall provide full, true and plain disclosure of all material
facts concerning the securities to be offered and the person offering the
securities, without omitting anything that would be required to allow

investors to make an informed assessment of —
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(@) the assets and liabilities, financial position, profits and losses and
prospects of the issuer of the securities; and

(b) the rights and liabilities attaching to the securities.

(2) A prospectus shall contain —

(@) the date of the prospectus, which shall be the date on which the
prospectus is provisionally registered with the Commission;

(b) a statement signed by all the directors of the issuer to the effect that they
accept responsibility for the contents of the prospectus and that, to the best
of their knowledge and belief, and after making reasonable inquiries, the
prospectus complies with this Act, any regulations made under this Act or
any FSC Rules;

(c) such signatures as may be specified in FSC Rules; and

(d) a statement to the effect that the Commission takes no responsibility for
its contents.

(3) A prospectus, or a simplified prospectus, where so authorized by FSC
Rules, shall contain all such facts, statements and information as may be
specified by FSC Rules.

72. Consent to certain statements

(1) A prospectus shall not include any statement made by a person, or any
statement said in the prospectus to be based on a statement made by a
person, unless —

(a) the person has consented to the statement being included in the
prospectus in the form and context in which it appears or referred to in the
prospectus;

(b) the prospectus states that the person has given his consent;

(c) the consent is filed with the Commission; and
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(d) the person has not withdrawn his consent before the date the prospectus
is lodged for provisional registration with the Commission.

(2) For the purposes of this section, reference to “a statement by a person”
shall include reference to any report, analysis or study made by such person

or referred to in such statement.

73. Prospectuses to be up to date
An issuer shall not issue securities under a prospectus unless the prospectus

IS up to date at the time of issue of the securities.

74. Language of prospectuses

A prospectus shall be in the English or French language.

75. Prospectus valid for six months

(1) An issuer shall not issue securities under a prospectus more than 6
months after the date the prospectus is granted effective registration.

(2) A prospectus shall include a statement that securities shall not be issued
under the prospectus more than 6 months after the date the prospectus is

granted effective registration.
Sub-Part C—Registration and publication of prospectuses
76. Registration of prospectuses
(1) The Commission shall, on filing of a prospectus, issue an

acknowledgement of filing on such terms and conditions as it may deem

appropriate.
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(2) The prospectus shall be accompanied by a true certified copy of the
minutes of proceedings of the board resolution referred to in section
71(2)(b).

(3) No person shall publish, or cause to be published, a securities
advertisement for which a prospectus is required unless —

(@) a prospectus in respect of the offer has been issued with an
acknowledgement of filing;

(b) the advertisement states that applications for subscription may only be
made after the prospectus has been issued with an acknowledgement of
filing and on an application form attached to the prospectus;

(c) the prospectus is available for public inspection; and (d) the
advertisement gives the address of the place where the prospectus can be
inspected or requested.

(4) The Commission may, after a review based on disclosure requirements
and not on the merits of the offer, grant a registration where —

(a) the person making the offer has made any required amendment to the
prospectus;

(b) the Commission is satisfied that the prospectus meets all disclosure
requirements of the Act, any regulations made under this Act or the FSC
rules;

(c) consents mentioned in section 72 have been received; and

(d) a prospectus in its final form as determined by the FSC Rules has been
filed with the Commission.

(5) Pending registration of the prospectus —

(@) a copy of the prospectus may be transmitted free of charge to any
prospective subscriber who requests it by the issuer or the investment dealer

responsible for the offer;
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(b) no application form for subscription shall accompany the prospectus;
(c) no offer for subscription shall be entertained by the issuer or any
investment dealer;
(d) no indication of interest, other than an indication of interest without a
firm commitment, shall be accepted from potential subscribers; and
(e) no indication of interest shall be accepted by a person other than a
licensed investment dealer.
(6) No action shall lie against the Commission or any member of the
Commission for any damage or loss suffered as a result of any prospectus
being acknowledged or registered by the Commission.

[Amended by Act 15/07]

77. Requirement to make prospectuses available

The issuer of securities to which a registered prospectus relates shall make
the prospectus available for public inspection free of charge at all times from
the time the securities are first offered until the end of the period during

which the offer of the securities remains open.

78. Material change

(1) Where a material change occurs after the registration is granted, the
person making the offer shall file an amendment with the Commission.

(2) The amendment in subsection (1) —

(a) shall not be filed more than 10 days after the change;

(b) shall be subject to the approval of the Commission ;

(3) Where an amendment has been approved by the Commission, the

amendment shall be —
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(@) published in a newspaper of widespread circulation as soon as

practicable; and

(b) included with the prospectus when sent or given to a potential investor.
[Amended by Act 15/07]

79. Subscription of securities
(1) No subscription for any securities offered to the public shall be effected
unless —
(a) registration of the prospectus is granted;
(b) the subscription is made on an application form for subscription
accompanying the prospectus; and
(c) the subscription is effected through a licensed investment dealer who
shall give a copy of the prospectus to each potential subscriber before
subscription.
(2) The offer shall terminate on the date of closing indicated in the
prospectus, which, subject to subsection (3), shall not be later than 60 days
from the date registration is granted.
(3) The Commission may, on application, grant an extension for a period of
30 days for the offer to be terminated.

[Amended by Act 15/07]

Sub-Part D—Enforcement
80. Criminal liability on defective prospectuses

(1) Any person who -

(a) makes a misleading or deceptive statement in a prospectus; or

49



(b) omits information or a statement from a prospectus that this Act, any
regulations made under this Act or the FSC rules requires to be included,
shall commit an offence, whether or not the matter concerned arose before or
after the prospectus is lodged with the Commission for registration, and
shall, on conviction, be liable to a fine not exceeding one million rupees and
to imprisonment for a term not exceeding 5 years.

(2) Where the offence under subsection (1) is committed in circumstances
where the person committing the offence either -

(a) knows that —

(i) the statement is false or misleading; or

(if) the matter is omitted and the omission is materially adverse from the
point of view of an investor in the securities; or

(b) the person is reckless as to whether —

(i) the statement is false or misleading; or

(if) the omission of matter is materially adverse from the point of view of an
investor in the securities, that person shall, on conviction, be liable to a fine
of not less than 500,000 rupees together with imprisonment for a term of not
less than one year.

(3) For the purposes of this section —

(@) a misleading statement includes a statement about a future matter made
by a person having no reasonable grounds for making such statement;

(b) reference to a prospectus includes reference to any document required by
this Act, any regulations made under this Act or the FSC rules to accompany
the prospectus;

(c) where the misleading statement or material omission in the prospectus is
either —

(i) made by a person whose consent was obtained under section 72; or
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(ii) based on a statement made by a person whose consent was obtained
under section 72, only that person shall commit the offence.

(4) Subject to subsection (3)(c), a person specified in subsection (1) shall
include, but shall not limited to, a person who signs the prospectus as
required under section 71(2)(b) or the FSC Rules.

81. Defences to proceedings under section 80

(1) In proceedings for an offence under section 80 in respect of a statement,
it shall be a defence where the defendant proves that he —

(a) made all inquiries that were reasonable in the circumstances; and

(b) after doing so, believed on reasonable grounds that the statement was not
misleading or deceptive.

(2) In proceedings for an offence under section 80, in respect of omission of
matter, it shall be a defence where the defendant proves that he —

(@) made all inquiries that were reasonable in the circumstances; and

(b) believed on reasonable grounds that there was no omission in respect of
that matter from the prospectus.

(3) Regulations made under this Act may prescribe additional defences to

proceedings for an offence under section 80.

82. Civil liability on defective prospectuses

(1) Any person who suffers loss or damage because —

(a) a prospectus in respect of securities includes a misleading or deceptive
statement; or

(b) there is an omission from a prospectus in respect of securities and the
omission is materially adverse from the point of view of an investor in those

securities, may recover the amount of the loss or damage from —
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(i) the issuer or proposed issuer of the securities;

(i) each director of the issuer or proposed issuer of the securities;

(iif) the maker of the statement, to the extent that it consented such statement
being included or referred to in the prospectus;

(iv) any investment dealer acting as underwriter of the securities;

(v) any person who has signed the prospectus; or

(vi) any person knowingly concerned in making the misleading or deceptive
statement in the prospectus or omitting the material from the prospectus.

(2) In proceedings under subsection (1) in respect of omission an of any
matter, it shall be a defence where the defendant proves that —

(a) he made all inquiries that were reasonable in the circumstances; and

(b) he believed on reasonable grounds that there was no omission in respect
of that matter from the prospectus.

(3) For the purposes of this section, reference to a prospectus shall include
any document accompanying a prospectus and any report, study or statement
contained in a prospectus.

(4) Proceedings under subsection (1) shall not be commenced more than one
year after the cause of action arose but the Court in which the proceedings
are commenced may extend the period, either before or after it has ended, on
such terms as it thinks fit.

(5) This section shall not affect any liability that a person has under any

other enactment.

83. Right to withdraw and have money returned
(1) Where securities are issued to a person without —
(a) a prospectus or any other disclosure document required under this Part,

or any regulations or any FSC Rules made for the purposes of this Part; or
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(b) otherwise than on an application form for subscription attached to the
prospectus, such issue of securities shall be void and the person shall have
the right to return the securities and to have its application money repaid.

(2) The right shall be exercised by written notice to the issuer of the
securities or the investment dealer who acted for the issuer within one month
after the securities are issued.

(3) Where the issuer does not pay the application money or purchase price
within 7 days after receiving the notice, the directors of the issuer shall be
personally, or jointly and severally, liable for the repayment.

(4) This section shall apply to a sale of securities in the same way as it
applies to an issue of securities, as if a reference to the issuer were a

reference to the seller.

84. Commission may direct issues of securities to cease

(1) Where the Commission is satisfied that a prospectus or other disclosure
document in relation to a distribution of securities filed with or registered by
the Commission contravenes this Act, any regulations made under this Act
or any FSC rules, it may give a direction that no offer, issue, or trade of the
securities shall be made or that any offer, issue or trade of securities shall
cease.

(2) Before giving the direction, the Commission shall give the issuer of the
prospectus a re