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SR I Restrictions on Credit Extension  

I.1  Nature of Supervisory Regulation I  

1. Because of the risk of disproportionate credit extension to principal shareholders, 
supervisory directors, executive officers (and their related interests and 
immediate family), and employees of a credit institution and of other related 
companies, it is necessary to place restrictions on the amount of credit extension 
to these persons.   

  

I.2  Legal basis, purpose, and scope 

1. Supervisory Regulation I (SR I) is issued pursuant to article 21, paragraph 2, sub 
c of the National Ordinance on the Supervision of Banking and Credit 
Institutions 1994 (N.G. 1994, no. 4). 

2. With SR I, the Centrale Bank van Curaçao en Sint Maarten (“the Bank”) intends 
to limit the amount of credit extension by the credit institution to its principal 
shareholders, supervisory directors, executive officers (and the related interests 
and immediate family of all those persons), and employees, and those of other 
related companies . 

3. The limitation will apply on an aggregate basis in relation to the total capital of 
the credit institution.  

4. SR I governs any credit extension  by a credit institution to: 

a. the principal shareholders, supervisory directors or executive officers of: 

i. the credit institution itself  and any of  its subsidiaries, whether or not the 
subsidiary is being consolidated for CoA’s purposes; and 

ii. any company of  which the credit institution is a subsidiary and any other 
subsidiary of  this company.  

b. the related interests and immediate family of  the principal shareholders, 
supervisory directors, or executive officers mentioned in paragraph I.2.4.a.i.  

c. the employees of  the persons mentioned in paragraph I.2.4.a.i. 
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I.3  Definitions  

For the purpose of SR I, the following definitions apply:  

1. “Chart of Accounts (CoA) Manual” is the manual1 on the periodic financial 
reporting system issued by the Bank.   

2. “Control” as defined in the CoA manual (Main document).  

3. “Covered parties” means the principal shareholders, supervisory directors, 
executive officers and their related interests and immediate family.   

4. “Credit extension” means:  

a. an extension or renewal of any loan; 

b. a granting of a line of credit in any manner whatsoever; 

c. a purchase under an irrevocable repurchase agreement of securities, other 
assets, or obligations;  

d. an advance by means of an overdraft, cash or otherwise;  

e. issuance of a standby letter of credit or other similar arrangements 
regardless of names or description;  

f. an acquisition of any note, draft, bill of exchange, or other evidence of 
indebtedness;  

g. an increase in the existing indebtedness;  

h. an advance of unearned salary or other compensation for a period in 
excess of 30 days; and  

i. any other transaction as a result of which a person becomes obligated to 
pay money or its equivalent to a credit institution.  

                                                 

 

 
1 The CoA manual comprises three documents. The CoA manual (Main document), the CoA manual 
(Attachments document) and the CoA manual (CoA Reports and Examples document). 
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5. “Credit institution” as defined  in article 1, paragraph 1, subs c and d of the 
National Ordinance on the Supervision of Banking and Credit Institutions 1994 
(N.G. 1994, no. 4).  

6.  “Employees” are all individuals employed by the credit institution and by any 
subsidiary of the credit institution, whether or not the subsidiary is being 
consolidated for CoA purposes, but which individuals are not executive officers 
or directors of the institution or subsidiary.  
If an employee is also a principal shareholder, supervisory director or executive 
officer, the employee is not considered an employee, but a principal shareholder, 
supervisory director or executive officer. 

7. “Executive officer” is a person who participates or has the authority to 
participate in the major policymaking functions of a company or institution, 
whether or not said officer has an official title (such as Managing Director), the 
title designates the officer as an assistant, or the officer is serving without 
compensation. 

If a legal entity is an executive officer, than the individual assigned to act as the 
executive officer on behalf of the legal entity, will also be subject to the 
limitations of this regulation. 

8. “Immediate family” means the individual's spouse, children under age, and any 
of the individual's children (including adults) whether adopted or not residing in 
the individual's home. 

9. “Person” means a natural person or legal entity. 

10. “Principal shareholder” is a person who directly or indirectly, or acting 
through or in concert with one or more persons, owns, control, or has the power 
to vote 10% or more of any class of voting shares of a company or institution. 
Shares owned or controlled by a member of such person’s immediate family are 
considered held by the person.  

For the purpose of SR I, a principal shareholder is a natural person. A principal 
shareholder that is a legal entity will be subjected to the limitations described in 
Supervisory Regulation II “Restrictions on Transactions with Affiliates”.   
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11. “Related interests” means a company or any other legal entity controlled by 
that person or the funds or services that will benefit that person. Therefore, if 
that person benefits from the funds or services of a committee or party, this 
committee or party is also considered a related interest of that person. 

12. “Subsidiary” as defined in the CoA manual (Main document).  

13. “Supervisory director” means an individual  elected by the shareholders to 
oversee and supervise the management of a company’s or institution’s resources 
and activities.  

14. “Total Capital” is the total capital base as set out  in supporting schedule 1B of 
the CoA manual (Main document).  
For the purpose of SR I, total capital per the end of the month preceding the 
reporting date should be considered.  

I.4  Applicability and exemptions 

1. SR I applies to all credit institutions subject to the supervision of the Bank, 
except as mentioned for those institutions in paragraph I.4.2.  

2. Except for the reporting requirement, mentioned in paragraph I.10, SR I shall 
not apply to any branches of foreign banks which are consolidated in their home 
country and for which branch the Bank has received a guarantee for all liabilities.  

 
I.5  Credit extension to covered parties and employees 

1. The credit limit under SR I for covered parties is as follows: 

a) The aggregate amount of credit extensions by a credit institution to the 
covered parties mentioned in paragraph I.2.4.a and b, may not exceed 5% 
of the credit institution’s total capital. 

b) A 100% capital charge on the above-mentioned credit extensions that 
exceeds 5% of the credit institution’s total capital and equivalent risk 
weighted assets will be applied, as set out in the instructions of 
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supporting schedules 13A and 1C of the CoA manual (Main document).  

c) Additionally, a credit institution is authorized to extend credit to any of 
its executive officers and the executive officers of its subsidiaries to a 
reasonable amount to:  

i. finance the education of the officer's children if these 
children, due to the executive officer's position, would not 
ordinarily qualify for a government scholarship; and  

ii. finance or refinance the purchase, construction, maintenance 
or improvement of a primary residence, provided the credit 
extension is secured by a first lien on the residence and the 
residence has been adequately appraised and is (expected to 
be) owned by the executive officer.   

This additional credit should be excluded when calculating the excess 
mentioned in the paragraph I.5.b. 

2. The credit limit under SR I for employees is as follows: 

a) The credit institution is authorized to extend credit to employees up to 
10% of the credit institution’s total capital of which up to 5% of the 
credit institution’s total capital may be left unsecured . 

b) A 100% capital charge on the above-mentioned credit extensions that 
exceeds 10% of the credit institution’s total capital and equivalent risk 
weighted assets will be applied, as set out in the instructions of 
supporting schedules 13A and 1C of the CoA manual (Main document).  

 
I.6  Terms and creditworthiness  

1. No credit institution may extend credit to any of the covered parties mentioned 
in paragraph I.2.4.a and b, unless: 

a. the extension is  performed according to a proper written lending policy 
for covered parties mentioned in paragraphs I.2.4.a and b; and 

b. the credit extension is made on substantially the same terms, including 
interest rates and collateral, as those prevailing at the same time for 
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comparable transactions by the credit institution with other individuals 
not being covered parties of  the credit institution; and 

c. the credit extension does not involve more than the normal risk of  
repayment or present other unfavorable features for the credit institution; 
and 

d. the credit institution follows credit-underwriting procedures no less 
stringent than those applicable at the time of  the extension to 
comparable transactions by the credit institution with individuals who are 
not covered parties of  the credit institution. 

2. With regard to the lending terms, credit institutions may adopt in the context of 
the specified lending limit, preferential interest rates only for their employees and 
executive officers. These preferential rates must be approved in advance by the 
Board of Supervisory Directors.  

3. Credit extension to the covered parties mentioned in paragraphs I.2.4.a and b is 
made by the credit institution subject to the following conditions: 

a. the party will report all credit extensions received from other credit 
institutions and companies to the credit institution; and 

b. unsecured loans become immediately due and payable when the party 
terminates its employment with the credit institution, subsidiary or  
company mentioned in paragraphs I.2.4.a and b. 

4. No credit institution may extend credit to a covered party mentioned in 
paragraph I.2.4.a and b, unless the specific principal shareholder, supervisory 
director or executive officer has abstained from participation in the voting and 
from any attempt to influence the voting of the credit institution’s Board of 
Supervisory Directors regarding the credit extension. 

5. Credit extension to employees should be performed by the credit institution 
according to a proper written lending policy for employees. 

 
I.7   Prior approval of credit extension to covered parties  
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1. Prior approval by the majority of the credit institution’s Board of Supervisory 
Directors is at all times required: 

a. when a credit institution is to extend credit to  a ‘reasonable amount’ as 
mentioned in paragraph I.5.1 to an executive officer; and 

b. for any other party, when the intended amount of  credit extension to 
that party including all existing credits to that party will exceed 1.25% of  
the credit institution’s total capital. 

I.8   Records regarding  credit extension to covered parties and employees 

1. Each credit institution shall maintain the necessary records to demonstrate 
compliance with the requirements of SR I. These records should identify all the 
principal shareholders, supervisory directors, executive officers (and their related 
interests and immediate family), and employees mentioned in paragraph I.2.4, 
and specify the amount and terms of each credit extension made by the credit 
institution to these persons.  

2. Each credit institution shall request at least annually that each principal 
shareholder, supervisory director, or executive officer identify by means of a 
written statement to the institution, their related interests and any immediate 
family members who are debtors of the credit institution. These records should 
be readily available for the Bank's inspection at any time.  

I.9   Report by executive officers  

1. Each executive officer of the credit institution and its subsidiaries who is a 
debtor of a credit institution and who becomes a debtor of any other company 
or credit institution for an aggregate amount in excess of NAf. 50,000 shall, 
within 10 days of the date the indebtedness reaches such level, make a written 
report to the Board of Supervisory Directors of the officer’s credit institution. 
The report shall state the lender's name, the date and amount of each credit 
extension, any security for it, and the purposes for which the proceeds have been 
or will be used.  

2. Subject reports should be filed as an integral part of the documentation 
requested under paragraph I.8.  
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I.10  Reporting of credit extension to covered parties and employees to the Bank 

1. The credit institutions mentioned in paragraph I.4.2 shall report to the Bank the 
credit extension as set out in the instructions of supporting schedule 13B of the 
CoA manual (Main document), and/or as otherwise required by the Bank. 

2. All other credit institutions shall report to the Bank the credit extension as set 
out in the instructions of supporting schedule 13A of the CoA manual (Main 
document), and/or as otherwise required by the Bank.  

I.11  Grandfathering provision 

1. Any credit amount with a covered party that becomes unpermitted as a result of 
the implementation of SR I may continue for a period desired by the credit 
institution after consultation with the Bank, but may not continue for a period 
longer than 12 months after the implementation date of SR I.  

2. Existing credit amounts maturing in a period longer than 12 months shall be 
respected, provided that a written request is made by the credit institution to the 
Bank and provided that the credit extension is found reasonable and sound by 
the Bank, based on the underlying documentation. 

I.12  Supervisory approach 

1. The Bank may prescribe additional rules and regulations to define or further 
define terms used in SR I and to establish limits or requirements other than those 
specified in SR I for particular classes or categories of loans or extensions of 
credit. 

2. In light of the objectives of SR I, the Bank reserves the right, in individual cases, 
to declare and impose further conditions or initiate consultations to reduce 
existing credits. 

I.13  Implementation 

1. SR I supersedes Supervisory Regulation I, “Extension of credit to Executive 
Officers, Supervisory Directors, Principal Shareholders and their related 
interests and to employees of a credit institution” issued by the Bank van de 
Nederlandse Antillen in June 1995, by circular letter D. 
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2. This regulation will go into effect on January, 2016. 

 

CENTRALE BANK VAN CURAÇAO EN SINT MAARTEN 

November, 2015 


