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SR II Restrictions on transactions with affiliates 

II.1 Nature of Supervisory Regulation II  

1. Because of the risk of contagion by affiliates, it is necessary to place restrictions on the 
type and volume of transactions between a credit institution and its affiliates and the 
balances due from affiliates resulting from these transactions.  

2. Therefore, the requirements of Supervisory Regulation II (SR II) are aimed at restricting 
transactions by a credit institution with (unconsolidated) affiliates and limiting the 
balances due from (unconsolidated) affiliates.   

 
II.2  Legal basis, purpose, and scope  

1. SR II 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. The purpose of SR II is for the Centrale Bank van Curaçao en Sint Maarten (“the Bank”) 
to obtain information on possible contagion risk that a credit institution may incur  as a 
result of  excessive transactions with its affiliates and to limit such risk.  

3. All unconsolidated affiliates fall within the scope of this regulation 

4. SR II should be applied on a consolidated basis.  

 
II.3  Definitions  

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

1. "Affiliate" as defined in the CoA manual (Main document).  

2. "Chart of Accounts (CoA) Manual" is the manual1 on the periodic financial reporting 
system issued by the Bank. 

3. "Control" as defined in the CoA manual (Main document). 

4. "Covered transactions" means 

a. credit extension to or the placement of a deposit with an affiliate; 

                                                 
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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b. the issuance of a guarantee, acceptance, or letter of credit (including a standby 
letter of credit) on behalf of an affiliate;  

c. a purchase of or an investment in securities issued by an affiliate; 

d. a purchase of assets, including assets subject to a repurchase agreement from an 
affiliate; and 

e. the acceptance of securities issued by an affiliate as collateral for an extension of 
credit to any person or company.  

5. "Credit institution" as defined in article 1, paragraph 1, sub c and d of the National 
Ordinance on the Supervision of Banking and Credit Institutions 1994 (N.G. 1994, no. 4).  

6. "Low quality assets" are assets that fall into one or more of the following categories:  

a. an asset classified as "substandard", "doubtful", or "loss" in the most recent 
examination report of an affiliate prepared by its supervisory authority ( in the 
case of a supervised institution) or assessed by the Bank to fall into one of these 
categories;  

b. an asset in non-accrual status;  

c. an asset on which principal or interest payments are more than 60 days past due; 
and 

d. an asset whose terms have been renegotiated or compromised due to the 
deteriorating financial condition of the obligator.  

7. "Securities" are shares, bonds, debentures, notes, or other similar obligations. 

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

9. "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 II, total capital as per the end of the month preceding the 
reporting date should be considered. 

II.4 Applicability and exemption  

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

2. Except for the reporting requirements mentioned in paragraph II.8, SR II 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. 
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II.5 Limits and excess of limits on covered transactions with and balances due from 
(unconsolidated) affiliates 

II.5.1  General 

1. A credit institution and its consolidated subsidiaries may engage in a covered transaction 
and or a correspondent business relationship with an affiliate up to the limits set out in 
paragraph II.5.2. 

2. A credit institution and its consolidated subsidiaries can engage in transactions that may 
result in (significant) investments as described in paragraphs 2.1.3 and 2.2.3 of the 
instructions of supporting schedule (SS) 1B “Capital” of the CoA manual (Main 
document). According to those instructions, the credit institution should deduct those 
balances from its tier 1 and tier 2capital.  Therefore, (significant) investments are not 
subject to the restrictions of SR II, and should not be considered in the assessment of the 
limits as set out in paragraph II.5.2. However, SR II does apply on the other balances due 
from  the entities in which the credit institution maintains (significant) investments. 

3. A credit institution and its consolidated subsidiaries may not purchase a low quality asset 
from an affiliate unless the credit institution or such subsidiary, pursuant to an 
independent  evaluation of those assets, has committed itself to purchase such an asset 
prior to the time such asset became a low quality asset. 

4. Any transaction by a credit institution or its consolidated subsidiary with any natural 
person or company shall be deemed a transaction with an unconsolidated affiliate of the 
credit institution, if the proceeds of the transaction are used for the benefit of or 
transferred to an unconsolidated affiliate. 

II.5.2  Limits  

1. A credit institution and its consolidated subsidiaries may engage in a covered transaction 
only if the balances due from unconsolidated affiliates are limited to 10% of the credit 
institution’s total capital for individual unconsolidated affiliates and 20% of the credit 
institution’s total capital for the aggregate unconsolidated affiliates.  

2. Due from balances resulting from the ordinary course of correspondent business with an 
unconsolidated affiliate bank of a credit institution will be limited to 20% of the credit 
institution’s total capital on an individual basis and 40% of the credit institution’s total 
capital on an aggregate basis if these affiliates meet at least two of the following criteria:  

a. the unconsolidated affiliate bank is adequately supervised by a supervisory 
authority from which the Bank has received a letter of good standing regarding 
the supervisory status of such bank; 

b. the unconsolidated affiliate bank has an investment grade rating from  an 
external credit assessment institution (ECAI) recognized by the Bank, as set out 
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in attachment B “Credit Rating and Eligibility Criteria ECAI” in the CoA manual 
(Attachments document); and 

c. the balances due from the unconsolidated affiliate bank have a maturity of less 
than one month. 

II.5.3  Excess of limits 

1. Balances due from unconsolidated affiliates in excess of the limits specified in paragraph 
II.5.2 are subject to an additional risk weight requirement as set out in the instructions of 
supprting schedules 1C and 12 A of the CoA manual (Main document).  

II.6 Exemptions  

1. The requirements for restrictions on covered transactions with and balances due from 
unconsolidated affiliates set out in paragraph II.5.1 shall not apply to: 

a. any transaction not involving low quality assets of the credit institution with:  

1. a local bank that controls  the credit institution;  

2. any bank  which the credit institution controls ;  

3. a local bank which  is controlled by the (holding) company that controls the  
credit institution.  

b. extension of credit or the issuing of a guarantee or letter of credit on behalf of an 
affiliate that is fully secured by acceptable obligations of a government c.q. fully 
guaranteed by a government, or by a segregated earmarked deposit account with the 
credit institutions;  

c. purchasing assets having a readily identifiable and publicly available market quotation 
and purchased at market value or purchasing loans of sound quality from affiliate 
banks on a non-recourse basis;  

d. purchasing from an affiliate a loan or extension of credit that was originated by the 
credit institution and sold to the affiliate subject to a repurchase agreement or with 
recourse;  

e. transactions with companies engaged primarily in:  

i. holding title of premises or equipment used by the credit institution in carrying 
out its ordinary business, holding obligations of governments or holding real 
estate for execution on the short term; and/or  

ii. providing services to the credit institution and / or its consolidated subsidiaries 
that would ordinarily be performed by itself in the general course of its business. 
For example, providing data processing services, appraisal services for the 
reporting institution or conducting a safe deposit business. 

Transactions with such companies should be restricted to those necessary to 
facilitate the company’s respective business to the benefit of the credit institution 
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and / or its consolidated subsidiaries. 

II.7 Terms of transactions  

1. A credit institution may engage in a covered or exempted transaction with an affiliate only:  

a. when the terms and circumstances, including credit standards, are substantially 
the same, or at least as favorable to the credit institution or its subsidiaries as 
those prevailing at the same time for comparable transactions with or involving 
non-affiliated companies, and  

b. in the absence of comparable transactions, when terms and circumstances, 
including credit standards, would, in good faith, be offered, or apply to, non-
affiliated companies.  

2. In addition, any covered or exempted transaction between a credit institution and an 
affiliate shall be on terms and conditions consistent with safe and sound banking practices.  

3. Credit extended to unconsolidated affiliates and guarantees on behalf of unconsolidated 
affiliates should be appropriately secured.   

II.8 Reporting of balances due from unconsolidated affiliates to the Bank 

1. The credit institutions mentioned in paragraph II.4.2, shall report all their balances due 
from and due to unconsolidated affiliates to the Bank as set out in the instructions of 
supporting schedule 12B of the CoA manual (Main document), and/or as otherwise 
required by the Bank. 

2. All other credit institutions shall report the relevant  balances due from and due to 
unconsolidated affiliates to the Bank as set out in the instructions of supporting schedule 
12A of the CoA manual (Main document), and/or as otherwise required by the Bank,.  

II.9  Grandfathering provision  

1. An affiliate relationship that becomes unpermitted as a result of the implementation of 
SR II 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 II.  

2. Balances due from unconsolidated affiliates maturing in a period longer than 12 months 
shall be respected, provided a written request is made by the credit institution to the Bank 
and provided that the relevant transactions are found reasonable and sound by the Bank, 
based on the underlying documentation.  

 

II.10  Supervisory approach 
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1. The Bank may prescribe additional rules and regulations to define or further define terms 
used in SR II and to establish limits or requirements other than those specified in SR II 
for particular classes or categories of exposures. 

2. In light of the objectives of SR II, the Bank reserves the right, in individual cases, to 
declare and impose further conditions or initiate consultations to reduce existing balances 
due from unconsolidated affiliates.  

II.11  Implementation 

1. SR II supersedes Supervisory Regulation II, “Restrictions on transactions with 
affiliates and loans to affiliates” issued by the Bank van de Nederlandse Antillen in 
June 1995 by circular letter D. 

2. This regulation will go into effect on January, 2016. 
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