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SR III Large exposure regulation 

III.1  Nature of Supervisory Regulation III  

1. Supervisory Regulation III (SR III) comprises provisions on the restriction of 
exposures to a counterparty or a group of connected counterparties of a credit 
institution. Its objective is to avoid excessive concentration of exposures.  

2. Monitoring and controlling the exposures of a credit institution is an integral part 
of prudential supervision because excessive concentration of exposures to a 
counterparty or group of connected counterparties may result in an unacceptable 
degree of concentration risk. This situation may be deemed detrimental to the 
solvency of a credit institution.  

 
III.2  Legal basis, purpose, and scope  

1. SR III 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 III is for the Centrale Bank van Curaçao en Sint Maarten 
(“the Bank”) to obtain information on the concentration risk that a credit 
institution may incur with respect to exposures to a counterparty or group of 
connected counterparties  and to limit such risk. 

3. The exposures of a credit institution with subsidiaries and/ or foreign branches 
shall be monitored and controlled on a consolidated/ aggregate basis by subject 
credit institution 

 
III.3  Definitions 

For the purposes of SR III, the following definitions apply:  

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

                                                 
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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2. "Concentration risk" means a significant exposure on a consolidated basis to a 
counterpartyor group of connected counterparties or to other (non-client-related) 
business.  

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

4. “Counterparty” means a person, whether natural, legal entity or proprietorship. 

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. "Exposure" means the credit institution’s assets as well as off-balance sheet 
items which include:  

a.  the claims, including actual and potential claims that would arise from 
the drawing down in full of undrawn advised facilities (whether revocable, 
irrevocable, conditional or unconditional) that the credit institution has 
committed itself to purchase or underwrite;  

b. the contingent liabilities arising in the normal course of business and 
contingent liabilities that would arise from the drawing of  undrawn 
advised facilities  (whether revocable, irrevocable, conditional or 
unconditional) that the credit institution has committed itself to provide;  

c. holdings of equity capital, bonds, stocks, participating interests, bills, or 
other financial instruments; and 

d. any other assets that the credit institution has committed itself to 
purchase or underwrite and which are not included in the above 
paragraphs (a), (b), or (c). 

7. "Group of connected counterparties" means   

a) two or more persons, whether  natural, legal entities or proprietorships, 
who constitute a single risk because one of them directly or indirectly 
exercises control over the other(s); or  

b) two or more persons, whether natural, legal entities or proprietorships, 
between which entities no such above-mentioned relationship of control 
exists, but who are regarded as constituting a single risk because they are 
interconnected to such an extent that, if one of them encounters financial 
problems, the other(s) are likely to encounter repayment difficulties.  

Applicable specifics comprise that interconnection may exist when at least 
one of the following criteria is met: 
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i. common ownership or partnership; 
ii. common directorship (managing and/or supervisory director);  
iii. cross-guarantees; or 
iv. direct commercial interdependence that cannot be substituted on 
short term.  

If on the basis of these criteria, interconnection between the entities 
and/or proprietorships is observed by the reporting institution, the 
aggregate exposures from these counterparties should be classified as a 
single risk. 

 The exposures to executive officers or supervisory directors of any 
counterparty should be considered exposures to mentioned officers or 
directors and should not be treated as part of the exposure of the 
counterparty they are representing. 

8. "Large exposure" means the exposure(s), to a counterparty or group of 
connected counterparties, whose (aggregate) amount exceeds 15% of the credit 
institution’s total capital. 

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 III, total capital at the end of the month preceding the 
reporting date should be considered.  

III.4  Applicability and exemptions 

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

2. Except for the reporting requirements mentioned in paragraph III.8, SR III 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.  

 III.5  Exposure limits 

1. With regard to exposures to a counterparty or group of connected counterparties, 
the following limits apply:  

a. the aggregate exposures to any counterparty or group of connected 
counterparties  should be limited to 25% of the credit institution’s total 
capital; and  
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b. the aggregate amount of all large exposures may not exceed 600% of the 
credit institution’s total capital.  

 
III.6  Exceptions to and prior approval for large exposures  

1. The aggregate exposure limits of 25% and 600% of the credit institution’s total 
capital may be exceeded only in exceptional cases with the distinct prior written 
approval of the Bank. 

2. In such cases, the Bank shall require the credit institution either to increase the 
volume of total capital or to take other remedial measures, such as a substantial 
coverage with solid additional collateral, the value of which is not likely to 
deteriorate during the term of the commitment.  

3. In principle  an individual exposure to a counterparty or group of connected 
counterparties is limited to 35% of the credit institution’s total capital.  

4. All exposures exceeding the limits set out in paragraph III.5 but approved by the 
Bank must be authorized by the (majority of) the credit institution’s Board of 
Supervisory Directors. 

 
III.7  Exemptions from the large exposure regulation  

1. The following large exposures are exempted from the limits set out in paragraph 
III.5:  

a. exposures to the local Government;  

b. exposures to the Governments of Aruba and BES; 

c. exposures to public authorities of certain countries with the distinct prior 
written approval of the Bank;  

d. exposures secured by an explicit and irrevocable guarantee or pledge of 
the public authorities referred to under (a) and (b) above;  

e. exposures fully secured by cash deposits or securities listed on a Stock 
Exchange acknowledged by the Government as set out in the National 
Decree Recognized stock exchanges (N.G. 1991, no.6), provided that the 
exposure is up to 70% of the average market value of the securities in the 
last 12 months; and 

f. interbank exposures with a remaining maturity of 6 months or less. 
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III.8  Reporting exposures to the Bank  

1. The credit institutions mentioned in paragraph III.4.2, shall report their largest 
exposures to the Bank as set out in the instructions of supporting schedule 11B 
of the CoA manual (Main document), and/or as otherwise required by the Bank,. 

2. All other credit institutions shall report their large exposures to the Bank as set 
out in the instructions of supporting schedule 11A of the CoA manual, and/or as 
otherwise required by the Bank.   

3. Any amount by which the aggregate net amounts on SS 11A exceeds 15% of the 
credit institution’s total capital, will be subject to an additional risk weight 
requirement in as set out in the instructions of supporting schedules 11A and 1C 
of the CoA manaual (Main document).  

According to the instructions of SS 11A, the net amount comprise the on-
balance sheet exposure after deduction of any specific provisions, any allowance 
for impairment, any exemptions and applying the rules of  compensation as set 
out in  attachments H-1 “Credit Risk Mitigation Techniques” and H-2 “Eligible 
Instruments, Compensation and Guarantors for Credit Risk Mitigation” of the CoA 
manual (Attachments document). 

 
III.9  Grandfathering provision 

1. Any large counterparty  relationship that becomes unpermitted as a result of the 
implementation of this revised SR III may continue for a period desired by the 
institution after consultation with the Bank, but may not continue for a period 
longer than 12 months after the implementation date of SR III.  

2. Existing large exposures maturing in a period longer than 12 months shall be 
respected, provided a written request is made by the institutions to the Bank and 
the exposures are found sound by the Bank, based on the underlying 
documentation.  

 
III.10  Supervisory approach 

1. The Bank may prescribe additional rules and regulations to define or further 
define terms used in SR III and may  establish limits or requirements for large 
exposures other than those specified in SR III.  
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2. In light of the objectives of SR III, the Bank reserves the right, in individual 
cases, to declare and impose further conditions or initiate consultations to reduce 
existing exposures. 

 
III.11  Implementation 

1. SR III supersedes Supervisory Regulation III, “Limitations on extensions of 
credit to any one borrower or group of connected borrowers” ("large 
exposure regulation")” 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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