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Explanatory notes

Refercnoces to dollars ($) are to United States dollars, unlees otherwise
stated.

A full stop (.) is used to indicate deoimals.
A ocomma (,) is used to distinguish thousands and millions.

The monetary unit in the Netherlands Antilles is the guilder (Ant.f.).
During the period oovered by the report, the value of the Ant.f. in relation

to the United States dollar was $US 1 = Ant.f. 1. 80.
The following abbreviations of organizations have been used in this document:

CODECO Curagao Development Corporation
DM Development Bank of the Antilles Inec.
pe /4 International Monetary Fund

The designations employed and the presentation of the material in this
dooument do not imply the expression of any opinion whatsoever on the part
of the Seoretariat of the United Nations conoerning the legal status of any
oountry, territory, oity or area or of its authorities, or ooncerning the
delimitation of its frontiers or boundaries.

Mention of firm names and commercial produots does not imply the
l endorsement of the United Nations Industrial Development Organization (m1Ino).
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INTHODUCTION

B&Ckaﬁ‘nld

The Government of the Netherlands Antilles felt there was a need for
a centralized financing organization tn oo-ordinate, promote and finance
economic dcvelopment in the Netherlands Antilles. The need for such an
organivaiion was confirmed in various reports, and two reportis, by the World
Bank and Tnternational Monctary Fund (IMF), contained recommendatior. for the

esiablirhnent of a development bank.

A local projeot team, working in close liason with the Minister of
Development, produced a document setting out the rationale for the establish~

ment of the Development Bank for the Antilles (DEA).

The rationale dooument and draft set of articles of association were
submitted tc the four island territories in November 1976 for ocomment. The
island territories of Bonaire and the Windward Islands have already given

written indication of executive approval in principle.

The island territory of Curagao has given a verbal indication of executive
approval in principle.

The Government of the Netherlands Antilles requested the services of an
expert to review the rationale for establishing the DBA3 oomment on the work
done by the local project teamj and assist the team in refining the ariicles
of association, the orsanizational struoture and assictance required from

international gsources.

Official arrvangements

The Netherlands Antilles submitted to the United Kation:s Industrial
Development Oryanication (UNIDO) a retuest for the services of an expert for
an eight-week period. The resulting project, for which the budget was $15,895,
was firanceld trom MIDO Yoluntary Contributibnn,‘the proiject slarted on

S March 1977 and ended cn 28 Anpril 1977,

Project objectives

The objectives of the project weret to survey savings and investment
institutions in the lietherlands Antilles; to define the function:: of anm
industrial development corporation, to make recommendations rerardine the
work,of a development corporationj to prepare draft statutes for a development

bank; and to elaborate on any teohnical assistance that might be needed.




FINDINGS
Rationale

The World Bank and IMF reports set out the main reasons for the establishment
of the DBAt it would be possible to better organize, promote and finance
eoonomic development in the Netherlands Antilles on a centralized basis, and
a duly authorized development bank supported by the oentral Government would
ensure that the Netherlands Antilles would have more international assistance

available to it than at present.

The limited success of the Curagao Development Corporation (CODECO) and
the Foundation for the Promotion of Small Business, which are supported by the
private and publio sectors, might seem to indicate that there are not enough
projects available to justify the estavlishment of a development bank. The
executives of these organizations have pointed out, however, that their
suocess has been limited by a lack of money and iabour rather than a lack of
projects. They felt very strongly that the DBA could complement their own
aotivities, which are related to very small business. It is their opinion that,
as local entrepreneurs gain confidence in a substantial source of finance
1ike a development bank, more projects will be forthcoming. Although CODECO
and the Foundation are under-financed and short-staffed, their experienoce
indicates that many smaller projects are not being started, because insufficient
development finance is available or interest rates are too high. CODECO and
the Foundation do not have suitable resources to meet current demand. Interviews
with bankers, government officials and industrialists confirm the views expresed

by the two institutions.

It is often pointed out that the smaller entrepreneurs require oonsiderable
asgsistance in writing up their projects and preparing supporting material.

The DBA is designed to provide such assistanoce.

The Director of the Department of Economic Affairs recently announced
4that the Department hod ocome 25 import-substitution studies under way. He
estimated that the investment required to realize these projects would be
between 4 and 5 million guilders. Several industrialists who were interviewed
mentioned fairly-large cpecific projects (capital invectment betwcen 500,000
and 6,000,000 guilders) that they were thinking of submitting to the IBA when
44 came into being. The bankers interviewed were all of the opinion that
Cood, eoonomically feasible projects were foundering becauce the entreprencury

could not meet the commercial banking standards for security or the repayment
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schedule. They felt that these projects oould be finanoed soundly hy a

nixture of dobt and equity from a souroe suoh as a development bank.

Like miny other developed and developing nations, the Netherlands Antilles
has regionil differenoces between its various island territories., However,
these differonces do not affect the rationale for establishing a development
bank. The decision must depend on the objeotives set and whether there is
a reasonable probability that they will be substantially aohieved. While
potential considerations affeot the timing of certain steps in the formation
of the DBA, questions of timing do not invalidate the two main reasons for

getting up the Bank.

It is the considered opinion of the expert that the rationale for the
establishment of the DBA, as presented by the local projeot team, is sound,
and that therc is already an identifiable role to play for such an institution in
the eoonomic development of the Netherlands Antilles, The DBA will have
a reasonable probability of sucoess in achieving its objeotives if it is

properly organized and managed.

Artisoles of asansiation

Artioles of association were prepared locally before the expert took up
nis assignment and were oiroulated to the island territories of Aruba, Bonaire,
Curaguo and the Windward Islands in November 1976. As a result of discussions
with the local projeot team, minor ohanges were suggested that reflected mere pre-
cisely the requirements of the Code of Commerce. The final version will be sub-
mitted to the Justioe Department of the oentral Government, whioh, at the
request of the Minister-President, will draft a bill that will be submittled
to the Staten (federal legislature). If the bill is approved, the executive
branch will be authorized to subsoribe in the name of the oentral (lovernment
to the sharez of the DPA, The bill (or a sister one) will comtain budselary
provisions allocating funds to pay for the shares subscribed to, and
granting, if necessary, exemption from ocertain provisions of the ourrent
Central Bank Aot.

The final version of the artioles of assooiation will al:so be submitted
to the various island territories, where bills will be drafted for submi::ion
to the I:slund Counoils to (a) authorize the exeoutive branch of the iulind
territories to subscribe to shares in the IBA, and (v) appropriate the funda
to pay for the share subscription,



It wac ectimated by a prominent looal solicitor thal the legislative
prooess could take as little as three to four weeks from the time the bills
were drafted and prepared for submission to the Staten and the Islund Councils.
It therefore appears that the articles of assooiation are proceeding umoothly
to a workable, final form most partioularly suited to the requirements of
the Netherlands Antilles.

The DRA und exiuting financial inctitutions

An authoritative survey of the financial institutions of the Netherlands
Antilles, prepared by the Central Bank, shows that approximately 75% of all
the savings placed locally with existing institutions i invested abroad by
those institutioriz. A condensed balance sheet for the institutionmal investors
at the end of 1975 indioates that the amount invested abroad was approximately

317 million guilders. Investment of even 10% of that amount locally would have

a marked effect on the local economy.

Sinoe there are already sufficient projects in the Netherlands Antilles
to abserb such an amount easily, it is neoessary to oonsider what mechanism
would be required to induce institutional investors invest a greater
peroentage of their funds looally. Disoussions on this point with bankers,
{nstitutionc and industrialists indicated that, to commence such a programme
at a significant lewel, government guarantees of a substantial portion of the
loan fund given to the DPA at low rates would be required. As the DBA built
up experience and the. institutions became more confident of its autonomy and
the oompetency of its management, market-rate funds would not require puarantees,
although low-rate funds would. The foregoing may appear at first sight to
be no more than a restatement of the obvious = that government loans or loans
to the DBA guaranteed by the central Government could oommund 2 lower rate.
What is siymificant, however, is the implied expression of willingcas to
divert 1 portion of loan funds to the DBA. The mechanisms and guarantees -
are greatly influenced by experience., The expert¥s conclusion wag that, if
the DBA build. up a reasonable body of experience in its first years of
operation, the local institutional investors who are at present placing the
majority of their investment funds abroad would be willing to place an ever

inoreasing percentage of their investrent funds with the DBA.

Although some insti‘utions, suoh as the pension funds, are prohibited by
their oharter.: from participating in the private sector portion of the DhAte

equity, others, suoh as the banks, had no hecitation whatever in cxpressing




iheir willingmess to partioipate in the equity of the DBA. No institution
would, or legally could, yet commit itself to a speocifio partioipation, but

the willingness to participate seemed to the expert to be sincere. There
appeared to be considerable social pressure on the banks, which have been doing
go well in recent years, to give evidenoce of the disoharge of their sooial
obligations. From the support and enthucsiasm with which the banks view the

DBA projeot, it appears that they belicve the DBA is the appropriate mechanism
for the disoharge of at least part of those obligations.

One example of the banks' attitude is their rccent agreement to provide
the island territory of Curagao with bond finanoing to pay the purchase prioe,
whioh is now being fixed by the evaluators, for the OGEM eleotric oompany.

The amount involved may be some 35 to 45 million guilders and represents, on
the books of the banking group, reclassification into long—term {10 year)
island territory bonds of existing short-term operating advanoes to OGEM that

are guarantecd at present by OGEM's parent oompany in Amsterdam.

The banks and other lending institutions have expressed a willingness to
ohanrnel projects or participation in projeots to the DBA., To do so would be
good business from their point of view, since the quality of their own partioi-
pation would be improved. The important thing is that suoh a device would
gubstantially inorease their local projeoti lending and would therefore mean

a greater local use of the existing oommeroial bank deposit base.

During the DBA's first years of operation, it should oo—operate with
{sland institutions such as CODECO and ihe Foundation for the Promotion of
Small Business because (a) at an island level, such institutions soreen
projeots initially and (b) human resouroes are being developed in these

institutions.

The artioles of association of the DBA provide that it may underwrite

ghare issues. The IMF Report on Capital Markets supports such a concept.

In the opinion of the expert, however, such sophisticated arrangementc are at
least 10 years premature. The DBA should avoid underwriting as such for the
present and should act as a syndioator. To do so is feasible and would fill
a gap in the financial servioes provided locally at precent. Tt will be some
years before the general publio is ready for a stook exohange, and it would
take many years before stock exohange oould develop the volume neoesuary to

pay its own way.




The DBA rhorld work with CODECO and the Foundation in the small businecs
arca on Curagtio., It will have to provide services more directly on the other
island territories, at least on Bonaire and the Windward Islands. In thes
instances it must co~operate with the Federal Burcau of Economio Development,
which in responsible at prescni for providing assistance in project formulation
10 residents of Bonaire and the Windward Islands. In Aruba, the DBA should
work with a local group, chould ons come into being, for project development
in the small bucinens area. For larger projeots, it must play a more direct
role in Aruba and co-operate with the Aruba island territory Burcau of

Foonomin Development.

Therc is local expertise available in all the above-mentioned organizations;
the DRA should assume a co-operative rather than oompetitive stance, so as to
avoid alienating these experts. 1t may well be that, after a few years, come
of these other organizations will become redundant and the DBA will be able to
makc greater usc of the human resources available in the island territorics.
During the initial period, however, oco-operation is essential. It must be
directly exprecsed as a policy of the board of directors and oommunicated
imnediately to the members of the other organizations and island territory
Governments. If this is notl done, and if the other orgenizations and the
igland territory Burcaus of Economic Development (particularly on Curagao
and Aruba) feel that they are oompeting with the DBA, the probability of the

DBA achieving its objectives will be seriously jcopardized.

Subsequent rationalization of human rescurces and organizations will depend ,
upon the DBA's success in winning the confidence of local entreprencurs, the
development organizations, and the central and island territory Bureaus of
Economic Developmeni. Those involved must be persuaded (a) {;hat the DBA has
the qualificd management, technical cxpertise and support staff needed to
expand its activitics and (b) that lhe DBA cxercises its financial responcsi-
bilitie: and authorities impartially and in aocordanoc with the develcopment

aspirations of cach region.

The success of the DBA will therefore depend upon the olarity with which

the board of circctors and tho management vicw and understand these policies.

Personncl and accictance requirements

The local project team preparcd functional and detailed organization

oharts that the expert found satisfactory.




In view of the sensitivity of the position of the DBA vis-a-vis existing
institution., the size of the Bank's initial staf? must nol lead those institu— v
tions to Ffecl that the bank will ascune a competitive rather than a oo-operative
stance. Morcover, although the DBA must be adequitely staffed from the outset - '
and mst be scen to be adequately staffed - the initial staff must not he so

large as to be an impossible burden on the bank's operating recources.

One approach would be to reduce local operating cosis to a bare minimum by
utilizing only ctaff from abroad, whose salaries and expenses would mainly be
paid by donor countries or international organizations. This approach would

put the bank in the best position to operate as far as reducing sperating costs
and obtaining the required level of expertise are concerned.

An alternative would be to use foreign staff for a fixed initial period
and have looal oounterparts appointed to whom all skills would be transferred

by the end of the initial period.

Both approaches presuppose that (a) no oompetent local staff are available,
and (b) all inexperienced local staff are equally capable of absorbing new
gkills within a fixed period. The apert feels that these suppositions are not
valid and are not compatible with oontinuity in management. Although the
qualified and ocmpetent local candidaies do not necessarily posess at present
all the skillzs required for the individual job responsibilities, some of them

would require very little additional experience.

The expert also belicves that it is usually a mistake, albeit cometimes
one dictated by political necessity, to present a "local"” image by hiring
logal staff at the beginning who may or may not be qualified or trainable.

Looal labour laws often prevent the subsequent release of unsuitable employees.

The competent local staff with whom the expert oame into contact are
already cmplcyed by or connected with the organizations with whioh the IDA
would have to co-operate. Although the DBA would do well to employ people
who become available, it should not aoquire staff initially from existing

organizations if to do so might alienate those oryanizations.

The expert feels that the position of manager can be filled looally,
The manager chould be of an eduoational level to command recpeot, und his
formal qualifications should inolude at least one of ecoonomic:, finince and
business administration. Hic experience must include come exposure to

{ntermntional organications dealing with aid, lending and grants, e must be
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very familiar with the workiug of fovernment at both the federal and island

territory level:,

he po.ati n of operaticn. manager 1s the key operating posiivion »nd the
one on which the responsibility for continuity rests. The qualificaticns of
the operutions manager must therefore be as broad as possivle. The operations
manager must be formally qualified in banking, economics, finance and business
administration. He must hold an advanced degree in one of these dirciplines.
His basic experience ~hould have been gained in economics or financial analysis
w.th firsl-nand operating experience in applying those disciplines in a
development~oricnted organization. Although he may have gained basic experience
in banking or other financial institutions, he must have an entrevreneurial
spirit and administrative experience at a senior level of a development-orientcd
organization. He should probably be 38-48 years old and employed at present
as & senior officer in such an organization., Ideally, he choudd be able to write
and speak Dutch, English and Spanish, or shodd have demonstrated linguistic
ability to acquire fluency in those languages. He must also be available

full-time for a minimum of three (preferably five) years on a contract
basis.

A suitable person might be loaned by an international organizatior or a
donor country for the contract period without haviig to forfeit his established
social security, pension and employment rights. Since it will not te eazy to
f£ind suitablc candiiates, the search should begin immediately. UHTDO could be

agked 1o conduct the search.

The workirg relationship between the manager and the cperations nanager
will be close ard constant, The expert therefore feels that *the manager should
play a key role in the selection of the operations marager, who will b2 da factc

deputy to the manuger, at least during his contract period.

When the ITA opens, it must have sufficient staff to establish credibility
and handle competently a realistic work-load while working out operic: lng
procedures for the type and level of activity *hat are encountered in practice.
The cxpert recommends that a team of three fore.m staff, in addition to the
operatiorsc manager, should be recruited as soon ag possible to fill the
positions of chief engineer, chief economist and chi-f firanciel aralyst.

Within their recpective disciplinez, the incumbents nust have middlu-level
and analytical experience in a development-oriented organization., The “eam chould
be engaged for a three-month period to do the following, under the direstion of

the operations managers




(a) Review and organize all available studies on development opportunitica
in lhe Netherlands Antilles so as to provide an information vase for the estab-
lishment of prioritiess

(b) Prepare detailed operating manuals for the operations of the DBAj

(¢) Work with seleccted local candidates on (a) and (b) and assess their
guitability for permanent employment within the IBAj

(a) Develop loan application forms and prooedures most suitable for the
DBA;

(e) Process loan applications received during their assignment per’od,
working with counterpart candidates.

The cperations team should be recruited to start its assignment about six
woeks before the DPA is expected to commenoe operations. If a suitably qualified
local preoject eveluation manager is not found within the first three months,
one of the operations team might be asked to accept a two-to-three month

appointmert as project evaluation manager.

The only other staff member who would have to be reoruited immediately
is the treasurer. Although there are many looal staff who woull be qualified
for the position, they are presently employed in banks, as ohartered aocountants
or in branches of government, A suitably qualified person (chartered accountant)
need not have had specific development bank experience if Lre has a suitably
qualificd operations marager to advise him. If a looal candidate is not
available immediately, a foreign treasurer should be employed for no more than

a two-year period.

The expert believes that legal counsel from thLe Netherlands Government should
be assigmed to the DBA for three months for the initial stages. Although a
local solicitor could do the bank's legal work part time after the initial
period of organization, a Netherlands solicitor, preferably from the Netherlands!

aid program, would be the most suitable oandidate for the post.
In summary, the following foreign staff would be requireds

(2) Operations manager for three to five yearsj
(b) Treasurer for a maximum of two yearsj
(¢) Operations engineer for three monthsj
(d) Operations cconomist for three monthsj

(¢) Operations financial analyst for three monthsj

(f) Possibly a project evaluation manager for iwo years.
[




The expor! was concerned by ilhe possibility thai, if tho local calary
level of the IDA was geared to that of government servico, the most zuilably
qualificd local candidates at all levels frem the mamager down might noi be
attracted to hecome IBA cmployees. The board of directors musy recosnize that
the salary lcvels in government service on the Netrerlands Antilles are not
competitive with salaries in the private sector. Since the DHA is to be vn
autonomous institution, it nmst be in a position to bid for and acquire the
gervioes of qualified Antillians, The board of directors should thercfore
adopt salary policies “hat reflect the reality of the market, The bonra of
directors should also review the guidelines for the division and delogution of

operating authority prepared by the expert.

Briefing meetings

Alihougi. drafts of the rationale and articles of association had been
distribuicd to ihe island territory governments in November 1976, and the
island territories of Bonaire and the Windward Islands had already indicated
their approval in principle in writing, it was ascertained that the
~authorities concerned were not fully conversant with the aspects of
the DBA's work. It wac therefore decided that a tour of all the
iplands should be made to explain in greater detail the aims of the DPA and
how it would actually operate. Representatives of ithe administretive 2nd
elected arms of Qovernment on eaoh island were briefed in sessions lasting

two to three hours.

The briefing material had been prepared in such a way as to firstl vprovide
an overall view of +he organization of the DBA and the rationale behind
the organization. It was particularly smphasised that the aims were publio
in nature but a private company struoture was to be used to achieve ihose aims.
The operational independence of the management of the IBA was of great
intercst to the audience and secmed to provide the reassurance needed to allay
expressed and unexpressed suspicious that the DBA would or might favour one
island territiory more than another, or one island more than another. The
briefing material, including handouts of the organization charts and the
guidelines for the division and delegation of authority, made maximum use of
oxamples to explain the operating procedures of the DBA and its stance of

oo-operative intecraction with existing institutions.

At every briefing session, a spokesman fcr those being briefnd expressed
what the expert took to be a sincere desire that the DDA should be established



as soon ac possible, and pledsed co-operation and assistance to bring the

DBA into beingyand to oo—operate with it and use its fanilities once it was
established.

Individuals and groups from the private seotor were also briefed. A
full presentation was made to the exeoutive of the Chamber of Commerce of
Curagao. The expert gave a2 two hour lecture to students of the business

administration faoulty of the University of the Metherlands Antilles.

From the experience of the briefing team and the attitudes expressed,
the expert oonoluded that the DBA has a high probability of success.
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ARTICLEZ OF ASGOCTATION
(Distriuutpd draft translation)

NAME , DOMICILCAND DURATION.

Article 1.

1. The name of the corporation shall be:

Ontwikkelingsbank van de Antillen N.V.

When doing business abroad it may call it:elf’bcvelopment Bank of

the Antilles Inc? _
2. The corporation, hcé&nafter called the Bank, is domiciled ..cvvecoscncces
3. The Bank is established for an unlimited period of time.

OBJECTIVES.,

Article 2. \

The objectives of the Bank shall be:
8. to promote the establishment of projects and enterprises which in
the opinion of the Bank are important for the economic development
. of the Netherlands Antilles; ‘ )
b. to scek a balanced economic development of the islands of the
Nethcrlands Antilles. '

Article 3,

In order to achieve its objectives the Bank shall inter aliai

8. make available long and medium term finance for enterprises and >rojects;

b. participate in enterprises and projects;

¢. provide technical and administrative assistance and give financ'al :dvice;

d. manage such special funds as may be placed at the disposal of t'2 lonk
with due obscervance of the provisions of these articles;

e. further co-operation among other public or private, tcrritorial,
national or international institutions in the interest of the eccnomic
developuent of the Netherlands Antilles}

f. undertake such other activities and provide such other scrvigel aa may

in the opinion of the Bank advance its objectives. i

Article 4.

In these articles:

“enterprises” means any business which through its activities makes

an important contribution to the economic development of the Netherlunds
Antilles;

"projects" mcans a financing proposal submitted by a juridical perion

wnannad 3n inducrry ar romnerce or in the rendering of servicces;
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“economic development™s

a.
b.

the development of manufacturing processing and assemblying industrics,

the development of building construction industries and transport

enterprises,

the developnent of commercial projects in the fields of agriculture,

horticulture, animal husbandry and fishnries.

"long and medium term finance” means any loan or guarantee where the

obligation of the borrower to répay the principal sua will not have to be

discharged sooner than twelve months from the date on which the loan became

effegtive.

CAPITAL,

Article 3.

1.

3.

the authorized capital of the.Bank shall bde NAI.Z0,000,0b0.00, divided
having a par vslue of NAf.1,000,00, as follows:

into shares
3000 shares
1500 shares
3000 shares
1500 shares

A,
B,
C,
D,

which may be
which may be
which may be
which may be

Windward Islands}

3000 shares E, which may be
The Netherlands Antilles}
8000 shares ¥, which may be

issued
issued
issued

issued

issued

issued

Whercever mention in these articles

only to
only to
only to
only to

only to

only to

is made

the Island Tarritory of Arubaj
the Island Territory of Botpire
tha Island Territory of Curscac
the Island Territory of the

the juridicnl.pcrlon

private institutions,

of shares, share certificates

or shareholders, such term shall refer to all classes of ghares,

share certificates or shareholders, unlese the text clearly indicates

otherwise.

iKY

On the shares issued, at least 107 shall be paid inj ‘v -

the Board of Directors may make additional calls on shareholders,

In virtue of scctions 61 of the Code of Commerce of the Netherlands

Antilles, the Board of Directors has the right to enter into agreeuents

within the mweaning of Section 60 of paid Code without instructions from

the General Meeting of Shareholders.



-17 -

JSSUING OF CHARES. '

Article 6.

2.
3.

Sharcs shall be issued by the Board of ﬁirectors on tem;s to‘be

laid down by the Doard of Dircctors.

The Board of Directors shall issue no shares below par value,

When new shares are issued, stares A, B, C, D and E shall be made
available to holders of those classes of shares in the same porportion
as the authorized capital is divided into those classes of shares.
Shares F may only be issued to a number which shall not ex.ceed the total
of subscribed shares A, B, C, D and F, divided Ly 60, multiplied by 40.

PURCHASE OF OWN STOCK.

Article 7.

The shares of the Bank are not transferable, except that the Bank under

special circumstances may acquire fully paid-up shares of its capital,

provided:

b.

3.

that at least 20X of the authorized capital shall remain outstanding
with others than the Bank; '

the total number of issued F-shares shall not, through the acquisition
of own shares exceed the total number of issued shares A, B, C, D rnirF,
divided by 60, multiplied by 40.

No rights may be exercised on behalf of own shares held by the Bank

nor shall such shares be considered when determining the quorum at

any mecting.

Own shares purchascd by the Bank shall be paid for in cash within six
months after the purchase deal and at a price to be fixed by an export
appointed by the Board of Directors and the shareholdcr im mutual S2VC 2,
If no agreement can be reached, the expert shall at the request of the

willing party be designated by the Court of Firet Instance at seesesnien

SHARE REGISTER.

Article 8.

The share shall be registered shares and shall be recorded in a sharc-
register kept by the Board of Directors. No share certificates shall bLe
icsued. '

The name of every shareholder, the address as stated by him, the num®

and class of the shares held by him and the amount paid up on ecach sh ¢

" shall be recorded in the share repister.
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2., Every change in respect of a share shall be recorded in the chare
register and every cntry shall be signed by the Chairman and the

Secretary of the Board of Dircctors. v

ORDINARY CAPITAL AND SPFECIAL FUNDS.

Article 9,

The ordinary capital resources of the Bank are:

a. the subscribed capital®in accordance with article 5;

b. funds raised by borrowings of the Bank;

¢. any other resources which do not form part of the Special Funds of

the Bank as referred to in Article 10. .

Article 10. *

1. The Bank may accept funds for administration as Special Funds for tla
promotion of its objectives. o . ‘
2. Every Special Fund accepted by the Bank under paragraph 1 of this
" Article shall be used in such manner and under such terms and condiions
as are stipulated by the Bank and under an agreement to the cffect it
such fund has been accepted by the Bank for administration
3. The Board of Directors shall establish such regulations as may bde
necessary for the administration and use of each Special Fund.
Such regulations shall not be contrary to the regulations in thaose
Articles cxcept for those regulations which exclusively relate to tha
ordinary operations of the Bank; L '
4. The resources of a Special Fund referred to in paragraph 1 shall alco
fnclude:
a. funds repaid in respect of loans or guarantees financed from
any special fundj _
%, income derived from operations of the Bank, which income accruca
to a’'Special Fund under the terms referred to in paragraph 2.

USE OF RESOURCES AND FACILITIES OF THE BANK,

Article 11,

The resources and facilities of the Bank shall be used exclusively to

implement the objectives of the Bank.

Article 12,

With duc obscrvance of the regulations in these Articles the Bank ray
finance or assist in the financing of projects amd entcrprises in the

following ways:
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by making or participating in direct loans with its paid-up capital

and with its reserves and undistributed surplus or with the Speeial Yunds:

by making or participating in direct loans with funds raiscd by the
Bark in capital markets or borrowed or otherwise acquired by the Bank

for inclusion in its ordinary capital resources;

‘by investment of funds referred to in paragraphs (a) and (b) of this

Article in the equity of enterprises;

by guaranteeing, in whole or in part, loans made by others to enterprises
and for the benefit of projects;

by underwriting the issue of securities by enterprises;

by acquiring or retaining as part of its assests any securities which the
Bank may have to take possession of in discharge of any liability
incurred through underwriting any issue, subject to the condition that
any securities so acquired shall be disposéd of as soon as possible vhen

the Bank can appropriately do so on satisfactory terms.

Article 13.

The operations of the Bank shall consist of ordinary operations and
special operations, '

Ordinary operations are operations financed from the ordinary capital
resources of the Bank and special operations are those which are financed
out of the Special Funds referred to in Article 11.

The ordinary capital resources and the Special Funds of the Bank shall

at all times and in all respects be held, used, committed, invested or
otherwise disposed of entirely separately from each other.

The ordinary capital resources of the Bank shall not be charged with, or
used to discharge losses or liabilities arising out of special operctious

for which Special Funds were originally used or comritted.

.. Any losces incurred on Special Funds shall in the first instance be

covered by a reserve fund created by the Bank out of its Special Funds
specifically for this purpose.

Expenses related directly to ordinary operations shall be charged to
the ordinary capital resources of the Bank and expenses to special
operations ehall be charged to the Special Funds.

All other expenses shall be charged as the Board of Directors deterr’::s,
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The total amount outstanding of loans, equity investments and
guarantces made by the Bank in its ordinary operations shail not

at any time cxceed ..... times the total amount of the subscribed
capital and the rescrves.

The total amount outstanding in respect of a Sﬁecial Fund shall not
at any time cxceed the total amount of the resources which are at the
disposal of that Special Fund. _

In the case of loans made with funds borrowed by the Bank, the total
anount of principal outstanding and payable to the Bank in a specific

currency shall not at any time exceed the total amount of the principnl

»
of outstandings borrowings by the Bank that are payable in the same ’

currency. \ W

Article 15.

1.

2.

With regard to funds invest ed in the equity of enterprises out of the

- ordinary capital resources of the Bank, the total of these investments _.

shall not at any time exceed ..... per cent of the total amount of the
paid-in capital and the rescrves. .

In the case of guarantees given by the Bank in its ordinary opératibns
the total amount guaranteed shall not exceed ..... per cent of the total

amount of the subscribed capital and reserves.

Article 16.

Punds not immediately required for the ordinary operations of the Bank

may be invested in a manner to be determined by the Board of Dircctors,

»

THE OPERATING PRINCIPLES OF THE BANK.

Article 17.

The operations of the Bank shall be conducted in accordance with the

following principles:

b,

the Bank shall in its operations be guided by sound banking principles
and shall finance only economically sound and technically feasible
projects and enterprises;

the Bank shall not make loans or undertake responsibility for the
discharge or re-financing of earlier commitments made by the borrower;
the operations of the Bank shall provide mainly for the direct financiag
of projects and enterprises, but may include loans or guarantces of luuns

mide to other legal bodies within the Netherlands Antilles engaged in

e S VC—
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financing of cconomic development, provided the loans or guarantees are

- related to and used for projects and enterpriscs consistontiwith the

objectives of the Bank;

tl.e Bank shall scek to maintain a reasonable diversification in its
investments; .

the Bank shall seek to revolve its funds by selling its invéstments in
equity capital to other investors whenever it can appropriately do o
on satisfactory terms; ' '

before a loan or guarantee is granfcd or an investment in equity made,
the applicant shall have submitted an adequate proposal to the Bank and

the Management of the Bank shall subsequently have presented a written

Lod 2

report with their recommendations on the proposal to the Board of Director::

in considering an application for a loan or a guarantee the Bank shall pay
due regard to the ability of the borrower to obtain finance or facilities
elsevhere on terms and conditions that the Bank considers ;easonable for
the recipient, taking into account all pertinent factors;

in making or guaranteeing a loan the Bank shall pay due regard to the
prospects.that the borrower and its guarantor, if any, will be able to
meet their obligations under the loan contract;

in making or guaranteeing a loan, the rate of interest, other charges,
the securities offered and the schedule for repayment of the principal
ghall be such as are considered by the Bank to be appropriate for the
amount of the loan concerned and for the purpose for which it is granted;
in guaranteeing a loan made by other institutions, or vhen underwriting
an issue, the Bank shall charge s suitable commission or fee for its visk
in such guarantee or underwriting;

the Bank shall take all necessary measures to eusure that.the procceds

of any direct loan made or of any loan guaranfeed or participated in by
the bank are used only for the purposes for which the loan was granted
and with due attention to considerations of economy and efficiency;

the Bank shall ensure that every loan contract eatered into by it, shall
enable the Bank to exercise all necessary powers of entry, inspection
and supervision otcpcrationl in connection with the project to be financ:d
and shall further cnable the Bank to require the borrower to provide
information and allow inspection of its books and records during cuch

time as any part of the loan remains outstanding;




- 22 -

m. the Bank shall, when investing in the equity of an enterprise, not serl
to obtain a controlling interest, except when the Board of Dircctors Lin'd
this to be nccessary for the protcction of the interests of the Bank;
n. the Bank shall not accept loans, Spccial Funds or assistance that may
~ in any way prejudice, limit, deflect or otherwise alter its objectives.

7

TFRMS AND CONDITIONS FOR LOANS, GUARANTEES AND UNDERWRITINGS.

1. In the case of direct loans made or participated im or loans guarantced
by the Bank or when underwriting issues, the contract shall establish,
in conformity with the operating principles set out hereinbefore and
vith due regard to the other rules of these Articles, the terms &nd
conditions for the loan or the guarantee or the underwriting concerned,
including payment of principal, interest, commitment fee and other charges,
‘maturities and dates of payment in respect of the loan, or the fees and

other charges relating to the guarantee or the underwriting, respectivrly.

2. ' Cuarantees by the Bank shall also provida that the Bank may terminate
its liability with regard to interest 1if, upon default by the borrowver
or any other guarantor, the Bank offers to purchase at par and with
interest accrued to a date designated in the offer, the bonds or other
obligations guaranteed. _

3. Whenever it considers it appropriate, the Bank may require aa a condi ' a
of granting or participating in a loan that tha Island Covernment in
vhose territory a project is to ba carried out guarantees tha repay ' i
of the principal and the payment of interest and other charges om t!n

loan in accordance with the terma thereof.

COMMISSION AND FEES.

Article 19, .

1. In addition to interest the Bank shall charge a commission on direct
loans made or participated in as part of its ordinary operations at a
rate to be determined by the Board of Directors.

2. 1In guarantceing a loan as part of its ordinary opeutiomn the Bank gha'l
charge a guarantee fee at a rate to be determined by the Board of
Directors and payable periodically oa the amount of the 1éan outatanding,
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Other charges, including commitment fee and commission for underwriting
of the Bank in its ovdinary operations and any commission, fccs or other
charges in relation to its special operations, shall be determincd by the

Bcard of Directors.

Article 20,

1.

3.

In cases of default on loans made, participated in or guaranteed by the
Bank in its ordinary opcrations, the Bank shall take such steps as it
considers appropriate to conserve its investment including modification
of the terms of the loan. ]

Payments in discharge of the Bank's l1iabilities on borrowings or
guarantees chargeable to the ordinary capital resources shall be chnrged,
firstly apainst any reserve crecated for this purpose and subsequently,
in so far as necessary and at the discretion of the Bank, against other
reserves, surplus and capital available to the Bank.

Whenever necessary to meet contractual payments of interest, other
charges or amortisation on borrowings of the Bank in the course of

its ordinary operations or to meet its liabilities with respect to
similar payments in relation to loans guarantced by the Bank and
chargeable to its ordinary capital resources, the Bank may call an
sppropriate amount of the unpaid part of the subscribed capital, vith

due observance of these articles of incorporation.

GENERAL MEETING OF SHAREHOLDERS.

Article 21,

1.

'
The annual general meeting of shareholders shall be held withia
four months after the end of every fiscal year.
At this meeting at least the following business shall be !ransscted!
a. the Board of Directors shall report on conducy of the business
of the Bank during the fiscal year ended; '
‘ the balance sheet and profit and loss account shall be submitted
by the Board of Directors in accordance with the rules of Article 28,
u'be confirmed and adcpted;
¢. the members of the Board of Directors shall be elected;

d. & resolution shall be passed on the appropriation of profits shom

by the confirmed and adoptcd annual accounts;
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e. the renuncration of the members of the Board of Dircctors rhall Ls
-determined;

f. 8 chartered accountant shall be designated to undertake the audit
of the accounts and the annusl reports and accounts submitted to the
General Mcceting of Shareholdcers.

Special Gencral Meetings of Sharcholders may ba called at all times.

A General Mceting of Shareholders may be called by the Chairman of the

Board of Directors or by three members of the Board of Directors or by

one or morc sharcholders representing in the aggregate not less than

iun per cent of the subscribed capital of the Bank.

A Gencral Meeting of Shareholders shall be called either by registered

letter sent by air mail, or by telegram or telex followed by registered

letter, dispatched to the shareholders at the addresses stated by the
shareholders for this purpose, not later than twenty (20) days prior to
the day of the meeting, not counting ths day of dispatch nor thst of

the meeting. .

If the mecting is not called as set out hereinbefore, vslid resolutions

may only be passed unanimously and on behalf of the total of the sub-

ecribed shares.

The convening notics shall stats place, dste, time and business of

the meeting; no resolution may be passed by ths Ceneral Meeting of

Shareholders on a subject not set forth in the convening notice except

by the unanimous resolution on behalf of the totsl of ths subscrided

sharss.

Ceneral Meettngi of Shareholders may be held om Arudba, donaire, Curacao,

Sada, Bt. Fustatius or 8t. Maartsn.

The Chairman of the Cenersl Meeting shall be elected by the Bhareholders

attsnding the mesting.

The chairman of the meeting shall appoint a secretary to take minutes of

the proceedings.

Unless othervise prcvided by law or by these Articles, rssolutions of

the Ceneral Meeting shall be valid if adopted by sn absolute majority

of votes. | :

Every shareholder is emtitled to one vots for each share registered on

his name.
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Valid votes may also be given by a sharcholder who, in a capacity other
than that of a sharcholder, will lay ary claim on the Bank or vho will
be released form any obligation to the Bank as a result of the resolution
to be adoptced. j

Sharcholders may be represegted at a General Meeting by a proxy given
in writtcn and to the satisfaction of the Chairman of the Heeting, with
the proviso that members of the Board of Directors, the Manager and in
general persons in the employment of the Bank shall not act as proxies,
Minutes shall be kept of all General Meetings of Sharcholders and signed
by the chairman and the secretary of the meeting.

If the proceedings of the meeting are recorded in an official notarial
report, it will be sufficient for the notary public and his witnesses
to sign the report. N\,

The General Meeting of Shareholders shall be attended by the members of

the Board of Directors, the Manager and the auditor of the Bank. ?
1

!
|

The chairman of the meeting shall decide on the admicsion to the meeting
of persons other than the shareholders or their proxics and the persons
specified in the first sentence of this paragraph.

Resolutious of the General Meeting of Shareholders may be passed vithout
a meeting if all sharcholders agree to such resolutions in writing, by
cable, or by telex. The resolutions and the documents cvidencing the
consent of sll shareholders shall be filed with the minutes of the
Ceneral Meeting of Shareholders.

JO IN PARAGRAPH & OF ARTICLE 23 AND IN ARTICLE 3}, i
i
!

Article 22, o A
1. Meetings of holders of one class of shares and combined ncetings referred

to in paragraph 4 of Article 23 and in Article 3] may be called when
locessary.or desirable for the discharge of the duty of such meetings,

The rules of Article 21 on the General Meeting of Shareholders shall apply
correspondingly to the meetings referred to in this Article, it being '
wnderstood that the provisions of paragraphs 3, & and 5 of Article 21 chai:

mot apply to the combined mecting as referred to in paragraphs & of Articl

23. ’
o
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THE BOARD OF DIPECTORS.

Article 23,

1. The administration of the Bank rests with the Board of Dircctors,
consisting of not less than five and not more than nine members.

2. The meubers of the Board of Directors shall be appointed, suspended
from office and discharged by the General Meeting of Sharcholders;
the members of the Board of Directors shall be appointed by the Annual
General Meeting of Sharcholders from binding nomininations stating the
names of at least two persons for ecach vacancy to be filled, in accordance
with the following rules:
onc member from a binding nomination to be submitted by the meeting
of holders of shares A; .
one wember from a binding nomination to be ;xnbmitted by the meeting
of holders of shares B;
one member from a binding nomination to be submitted by the meeting
of holders of shares C; ' '

" one member from a binding nomination to be submitted by the meeting
of holders of shares D; 4
one member from a binding nomination to be submitted by the meeting
of holders of shares E;
not more than four members from binding nominstions submitted by the
meeting of holders of shares F;
The number of members of the Board of Directors which may be clected
from a binding nomination to be submitted by the meeting of holders
of shares F shall be determined as follows:
one member, if the number of subscribed shares F representes more than
52 but less than 152 of the total of the subscribed capital;
two members, if the number of subscribed shares F represents more than
152 but less than 25% of the total of the subscribed capital;
three wembers, if the number of subscribed shares F repreacnts more than
25%, but less than 35% of the total of the subscribed capital;
four members, if the number of subscribed shares ¥ repreocnts 35X or rore
of the total of the subscribed capital.
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3.

* that effeet is passed by a two thirds majority of the votes representing

3.

7.

10.

of the subscribed capital. o L ‘

Binding nominations shall be prepared Ly the meetings of holders of sha.:s
belonging to the class entitled to submitting a binding nomination in

accordance with the previous paragraph. These meetings shall be held prior
to the Genecral Meceting which shall decide on the appointments. b

The General Mceting may reject a binding nomination if a resolution to

more than one half of the subscribed capital.

In case no binding nomination was submitted or if a binding nomination was
not submitted in time or if the General Meeting of Sharcholders rejects a
binding nomination, the General Mceting of Shareholders shall be adjourned
by the chairman for a period of time -before filling the vacancy - in order
to enable a combined meeting of shareholders A, B, C, D and E reprecsented

st the General Meeting to prepare a binding momination. A binding nomination
thus subnitted msy also be rejected by the General Meeting of Sharcholdars
on the strength of a resolution to that effect adopted by a majority of not

less than two thirds of the votes given, representing more than one half

The members of the Board of Directors shall be appointed for a period
of one year which shall end at the time of closing of the Annual General
Meeting of shareholders of the next year. .

Vacancies that occur during a period of office shall be filled by a
Special Gencral Meeting of Shareholders with corresponding application
of paragraphs 3 and 4 of this Article.

The member thus elected shall sit on the Board of Directors until the
time of closing of the next annual General Meeting of Shareholders.
Vacancies lasting not more than three months need not be filled.
Retiring members of the Board of Directors may be re-elected.

A member of the Board of Directors may be removed from office before
the end of his term of office by the General Meeting of Shareholdere
through a resolution passed by two thirds majority of the votes given,
rcprescntiné more than one half of the issuecd capital.

The Board of Directors may designate one or more members out of their
number to maintain regular contact with the Manager.

Membership of the Board of Directors shall not be compatible with
memberchip of a legislative bbdy, the Council of Ministars or an
Adminjgerative Board of any Island Territory.
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Articlc 24,

1.

2,

4.

5.

7.

The members of the Board of Directors shall elect a chairman out of their
own numlers and a secretary who may be one of themselves.

The Board of Dircctors shall meet at least once cvery three months and
whenever the Chairman or three of the members coﬁsidcr a nceting to be
necessary.

A meceting of the Board of Directors shall be called by or on behalf of

the Chairman or three members of the Board of Directors at a notice of

at least 72 hours (not counting Saturdays, Sundays and official holidayﬁ).
by a telegram or telex stating place, day, time and business of the mect’ng
sent to the addresses which the members of the Board have given to the
Bank for this purpose. ’

A majority of the Board of Directors shall c;nstitute a quorum for a
meeting.

All resolutions of the Board of Directors shall be passed by sbsolute
majority of the votes given, |

A member of the Board of Directors may authorise another nembir to represent
him at a meeting by a proxy given by telegram or telex or in writing.
Minutes shall be kept of all meetings of the Board of Directors and sigii~d
by .he Chairman and the Secretary. | '
Resolutions of the Board of Directors may be passed without a meeting

if agreed to by all the members by telegram or telex or in writing.

Such resolutions and the documents evidencing the agreement of all the

_members shall be kept on file with the minutes of the meetings of the

Board of Directors.
Unless the Board of Directors resolves othervise in certain cases the
meetings of the Board of Directors shall be sttended by the‘nnnagct.

Article 25.

2.

The duties of the Board of Directors shall dbe to lay down the policies
of the Bank within the framework of these Articles.

The Board of Directors shall establish regulations and rules for the
Hanagef and shall give the Manager such instructions as the Soard of
Directors may consider appropriate for the administration and proper

conduét of the business of the Bank.
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3. A1l powers of the Bank shall, subject to these Articles, be vested in
the Board of Directors. The Board of Directors shall delcgate their pow: cs
to the Manager with the understanding that the Manager shall have the
pover to represent the Bank only on the strength of a fesolution of the
Board of Directors explicity authorizing him to perform the follwing acts:
&, to acquire, encumber, alienate, let and rent immovable property;

b. to contract loans for account of the Bank, except drawing on a loan
already contracted by the Bank; '
¢. to commit the Bank for debts of others; g
"d. to institute legal proceedings with the exception of such legal
action as cannot be delayed;
e, to establish branches and other business establishments;
f. to grant genersl or specisl powers of procuration to subordinates;
g§. to grant loans and guarantees;
k. to invest in the equity of enterprises and corporations and to dispose
of such investments;
. to exercise the right of voting on behalf of shares in the equity
’ of other corporations; . .
.J. to aasume or discontinue the administration of other cnterprisea and
corporations; , '
k. to provide for a retirement scheme for the staff of the Bank]

1. to enter into collectiva labour agreements.

HE_MANAGER.

Article 26.

. The executive powers of the Bank are vestsd in the Manager -~ with the
uiltimate responsibility resting with the Board of Directors.

2. The Manager prepares annual financial and operational budge}c to be
approved by the Board of Directors. '

3. The Manager shall be appointed, auspended and removed from office by the
Board of Directors. .

4. The Board of Directors shall determine the Managcr'a aalary and establish
his terms of employment.

With sdvance authorization from the Board of Directora, the Mansger may

o~
.ppointl employce of the Bank to act as his deputy.
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FISCAL YEAR, AMNUAL REPORTS AND ACCOUNTS.

Article 27.

The fiscal year of the Bank shall be the calendar year,

Article 28.

1. Vithin three months after the end of the fiscal ycar the Board 6: Dircetors
shall submit to the shareholders an annual report and the Balance Sheet
and Profit and Loss Account of the Bank for the fiscal year under review
with an explanatory note on the standards applied in the valuation of the
aesets of the Bank.

2. The annual reports and accounts and the explanatory report shall be
accompanied a statement of the auditor of the Bank relating thercto.

3. Confirmation and adoption of the Balance Sheet and the Profits and Lose
Account by the General Meeting of Shareholders shall imply approval c¢f the
policy of the Board of Directora and shall discharge the Board of any
'lilbility for their administration of the Bank during the fiscal year
concerned in so far as such policy and administration is evidenced by
the confirmed and adopted annual reports and accounts.

4. Beparately, the Board of Directors shall submit within three months
after the end of the fiscal year to tha shareholders an audited annual
veport, Balance Sheet and Profit and Loss Account concerning tha Bank's

operation of ite Special Funds,

CREATION OF RESFRVES.

Article 29.

1. The Bank shall establish a general resarve fund and such other reserve
funds as it way consider expedient.

2. 1Ia the annual report to the Ceneral Meeting of Shareholders the Board
of Directors shall make a recommendation for the meeting to decide upon
‘as to what part of the net income of the Bank, shall be appropriated,
after making provisions, for reserves and what part, is any, shall de
distributed to the ahareholdera.
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APPROPRTIATION OF PROLIT.

Areicle 30.

1. The profit, which shall be understood to be the nct income shown by the
profit and loss account after allocation to reserve funds in the manner
provided by these articles of incorporation, shall be placed at the
disposal of the General Meceting of Sharcholders.

2, For any year in which the amount of the general reserve fund equals than
« ¢+ ¢« ¢« s o per cent of the authorized capital of the Bank the distribution
of dividends to shareholders shall be limited, Lut not guaranteed, to

« ¢+ s o ¢+ per cent of the paid-up capital as at the date of the

Balance Sheet. .

3. If the Profit and Loss Account for any year :é&eals a loss which cannot
be met from reserves or in any other manner, no distribution of profits
shall be made in any of the subsequent years until such loss haz been

recovered.

AMENDMENT OF THE ARTICLES OF INCORPORATION AND DISSOLUTTON OF THE BANK.‘

Article 31.

The Gencral Meeting of Shareholders may amend these articles of incorporaticn
or dissolve the Bank only on the strength of a unanimous recommendation madc

by the combined mceting of holders of shares A, B, C, D and ¥.

LIQUIDATION.
Article 32.

1. Unless the resolution of the General Meeting of Shareholders on dissolution
of the Bank provides otherwise, the members of tlie Board of Directors shall
act as liquidators of the Bank,

The provisions of these Articles as to appointment, suspension and removal
from office of the members of the Board of Directors, shall apply cqually
to the liquidators.

2. As far as practicable these Articles shall remain effective during
the liquidation. _

3. After discharge of all the liabilities of the Bank the amount paid up
on cach share shall be distributed to the sharecholders. The balance
remaining aftcr such distribution shall be distributed to sharcholders
in proportion to the number of shares held by cach sharcholder.

4. liquidation of the Bank shall be cffceeted subjcct to the rclevant provi: oas

in Code of Comucrce of the Netherlands Antilles
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OBSERVATIONS ON THE ARTICLES OF ASSOCIATION

NOTE: These obscrvations on the draft English language
version of the Articles of Assoclation have lLoen
reviewed with the local project tcam. Many comments
or observations are rccorded by way of explanation
to an uninformed reader who is not familiar with the
Netherlands Antilles, Other observations of a more
legal and/or technical nature have becn reviewed with
Dr. J.A. Schiltkamp who is przparing sone alternate
Putch language version drafts for cornsideration of

the local project team.

Art. 1 - The matter of the place of domicile has been left
open. It may well be that the location of Head Office
may be in Aruba. My own opinion is, that Curacao is
the most logical choice, but I concede that the Head
©ffice could well be located in Aruba with a branch
office in Curacao causing no detriment to the opera~
tions of DBA.

Art. 2 - The more brief a statement of objectives is, the
. mors flexibility is maintained. However, for greater
| elarity, I would have re-written section a) as follows:
®a. to promote and participate in the financing of
mew projects and enterprises and the expansion of
existing enterprises which ....." ete. '

Art. 4 -~ Consistent with my observition regarding Article
2, 1 would recommend that the definition of "enter-
prises”™ be expanded to include “.... business, whether
in the process of being established or expanded” .....
1 would also recomnend that a direct mention be made
of the tourist industry in the b. part of the decfini-~
tion of economic developmont.
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Since the provisions of Article 17(b) are very
specific, I recommend that the financing of the
expansion of existing enterprises be specifically
4ncluded in Articles 2 and 4 to avoid subsequent
conflict with critics of DBA. For instance, paying
out a small ekistjnq debenture which charges all
of the assets of an enterpi:ise is very common in
the financing of the cxpansion of existing enter-

prises.

~ This Article, Article 6 and Article 7 dcaling with
the capital and classcs of shares were designed to
ensure that all levels of Government are treated
fairly inter alia, and that together they shall
always be in a position of controlling DBA vis-a=~
vis the private sector. Mr. Schiltkamp's office is
preparing an alternate Dutch version draft of these
Articles whereby they hope to simplify the legal
struct\ire while maintaining the intent of these
Articles. It must be kept in mind that chhnges in
Articles 5, 6 and 7 may necessitate changes also in
Articles 21, 22 and 23.

~ The special funds referred to here are rot only
those special borrowings from international organiza-
tions for sperific designated purposes or disbursement
control, but may also include extraordinary Antillian
gencrated funds such as funds from the oil concession
participating agreements designated as surplus to the
operating requirements of the Government-owned petro-
leum company. It could also irclude all or a portion
of thu special loan funds rececived from the Dutch

government to encourage small scale industries,

i
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Art. 12

Art. 15

Axt., 16
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- The aspect of underwriting security issues is
an advanced concept considering that no local
stock exchange exists, nor is likely to exist
within the next decade. Nevertheless, it is wise
to include such provisions now rather than later.
The powers grant;ed thereunder will be best utili-
zed in acting as a "syndicator" of local debt and

equity issues to organize and utilize the resources

of the insurance companies, the local pension funds,

the banks, and other local investment groups.

- It is recommended that a conservative figure of from

8§ to 7,5 times be used in section 1. of this
Article until all capital subscriptions have
been called and paid in. By that time sufficient
experience will have been gained so that the
shareholders will feel comfortable with a number
in the area of 15 times.

Section 3. of this Article passes all exch-nge
risks to the borrower.

- It is recommended to use 10% and 20% ix:a ihe
blanks in Sections 1 and 2 respectively. A-ain
these are conservative and the reasoning stated

concerning Article 14 is applicable.

- This treasury function must be delegated, within
limits, by the Board to the Manager who will have

the Treasurer execute on his behalf.

—




Art. 17 - Concerning section b., please refer to the
observation under Article 4. Although I agree in
.principle with the necessity of stating this pro-
vision, it must also be made clear that this may
be permitted to improve secuxity when financing
expansion enterprises,
Concerning section e., pléase refer to comments
concerning Article 12, It is premature to suppose
‘ that DBA will have a ready market available for
equity participations which it may acquire.

Art. 21 - Section 9 will be clarified by an addition that
the votes referred to are those votes cast at the
meeting, not eligible notes.

Section 11 is required to allow Island Governments
to vote even though they may be interes:ed parties
and would normally be prevented from voting on the
basis of a declaration of interest.

Bection 14 must be looked at carefully in the
Dutch version so that it cannot be interpreted that
the absence of a Director or the Manager or the
awditor would invalidate the proceedings at a
meeting of Shareholders.

Art. 23 - This seemingly complicated arrangement for
nominations is required as a practical necessity
to maintain the balance of control between govern=~

. ment and the private sector. This may be simplified
. somevhat by changes to Articles 5, 6 and 7.

Art, 25 ~ Concerning section 3., see Appendix p for
Guidelines on the Division and Delegation of
Operating Authority,



Art. 30

Are, 11
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- In respect to section 2, I would@ recounend
that the desired cffect will be achieved if the
figures of 15\ and 5%V were to be insertcd in the
first and second blanks respectively.

= The question here is whether the sharcholders
as a practical matter, since they are mainly
representatives of different levels of government
would agree to a change in the Articles unless the
formal agreement of their respective governments
is first formally obtained. It is to be hoped as
a practical matter that this course of action
would only be resorted to on matters of conside-~

rable substance,

COMMENT - The local project team led by

Drs. C.G. Smits and having as its members

Drs. J. BDuys and Mr. E.R. Rebeling deserve praise
and commendation for the excellent job t'.y did
over many hours and long months in preparing the
draft Articles of Association. Working from
precedents of the by-laws of other development
banks, they have prepared excellent Articles of
Assoclation in a most craftsmanlike manner, in

a form best suited for conditions on the Netherlands
Antilles. I offer my sincere congratulations on a
job well done.

cr v - ——— -
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Annex TI

GUIDELINE:, FOR TIHE DIVISTON AND DELEGATION
OF OPERATING AUTHORITY

lgingucfionx

It is a basic principle, and a most important one, that tﬁe ultimate
responsibility for the application of the funds that the Development
Bank of the Antilles Inc. (DBA) will work with, rcsts with the Board
of Directors. This principle is well established in the by-laws.

As a practical matter however, it is not possible for the Board of
Directors to meet and consider cach detail of the day-to-day opera-
tions. For this rcason, the by-laws provide that the Bonrd of Direcctc.
may delegate part of its power to the Manager in a gencral way, and

by specific resolution to do those things listed in Article 25 {(3).

The by-laws have established the Objectives of DBA, the Opcrating
Principle of DBA and the mechanism for the delegation of various levels

of opcrational authority.

Operating Roles:

The Board of Directors and the Manager have two basic operational

roles: (1) to ensure that the DBA receives sufficient capital and loan
funds to operate, and (2) to ensure that the funds which the DRA rece’ ves
are used in commercially viable and socially desirable projects within

the principles and constraints established in the by-laws.

On considering the diverse activities of the Members of a Board of
Directors, it is obvious that they must rely to a great extent upon the
Manager and his support staff to conduct the day-to-day operations in
both basic.operational roles within policy guidelines established by the
Board of Directors. When an operating matter either requires a new
policy decision of the Board of Directors, or if an opcrating matter
eoncerns cither the sourcing of funds on the investment of funds in
excess of the authority gencrally delegated to the Manager, a meoting

of the Board of Directors must be called to decal with the matter.

i
[
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Although Article 24 (2) requires that the Moard of Directors mect at
least cvery three months, it is a practical necessity that they will

mcet more often than that during the start-up phasc of opecrations,
In considering the frequency of Board meetings, one must consider
*reaction time", and what that means to both the fund raising role

and the fund investment role.

Reaction Times

In respect to the fund raising role of DBA, reaction time is of less
importance than it is to a commercial bank, which, as a matter of
day-io-day operations must be bidding on the domestic and international
markets for deposits of various terms to provide the funds for cxccuting
{ts fund investment role. Unlike a commercial bank, DBA will have no
ordinary dcposit base. The majority of its funds will be taken on deposit

on a term basis or by loan contract.

Therefore, the Board of Directors should, as a matter of policy set a level
of authority undcr which the Hanaget‘nay contract and accept dcposits
without the necessity of receiving specific Board approval before the
deposit is accepted. Usually, such an authority would be delegated stai.lng
an amount of money, the maximum term of such deposits and the range ol
acceptable ingerest to be paid.

with such an authority, the Manager is able to react in the domestic cnd
international money markets and accept deposits within the guidelincs
fmmediately. It is the nature of such deposit funds that they do not

wait around for acceptance. The depositors want their funds to be

earning interest immediately.

It is desirable for a development bank to broaden its deposit base by
accepting such dcposits for two recasons: (1) to incrcasc the funds
available for bridge financing, and (2) to gain recognition of its
role in the domestic and international money markcts.

As the operations activity of the DBA increascs, there will be need of such
moncy market deposit funds to provide the bridge financing to initiate
projects while longer term, morc favourable deposits are being arranged

for thc permancnt financing, i.e. to bridge the time between the

commitment of longer term deposits (loans) and their actual rcceipt.
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Thercfore reaction time i¢ a factor in this respect in the fund raising

role,

In respect to the investment role, the most common complaint about the
operations of development banks is that the momentum to establish a
project dics very often because of the long time required to get a yes

or no answer to an application.

It is necessary to understand that two very distinct time phases are
often confused in the criticism levelled on this basis: the first is
the time required to prepare an application for assistance in a form,
including all the supporting documentation, in which it is capable of
being evaluated, and the second is the time spent within DBA in com~

pleting the evaluation and reaching a decision.

However, the applicant is very often confused about this distinction.
Me often feels that simply in talking about his idea or proposal to a
staff member of the DBA, he has initiated his application. It is
essential for the future reclationship of the DEA with the sources of
project applications, that all published material concerning the
method of making applications spells this out very clecarly.

Indeed it is part of the role of the DBA to assist applicants in pre-
paring their proposals and this should be done as expceditiously as
possible, but it is not to be considered as part of the reaction time
dealt with here.

8pecifically, the reaction time being discussed here is the time from
the presentation of completed documentation until the applicant has a
final answer, whether it be negative or affimmative. There can be no
excuse for DBA dragging out this time period. Many development banks
actually commit themselves, excepting "special circumstances™ to pro-
vide a financing decision of the bank within a stated number of days

or weeks after receipt of completed documentation.

Reaction time 1s also effected by the size of the financial assistance
required for the project under evaluétion and considcration. It ouqght
pot to take as long to evaluate and rcach a decision on a project of
MAf. 10.000 as on a project of NAf., 1.000.000, whether it be straight

loan funds one is considcring or a combination of ecquity and loans.
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The shorter the rceaction time is, the wmore crcdibility the bank will

have with the entrepreneurs who arc the actual sourcc of loan applica-

tions. This credibility is important because should the entreprencur

not have confidence that the bank will evaluatc and give them an answer
on applications within a reasonablc time, they will become frustrated
and bc unwilling to completc the neccssary documcntation to properly

evaluate projects.

Another aspect of reaction time is that when it is likely that the
answer will be negative on an application, the cntreprencur should be
so informed as soon as possible so that he docs not spend unnccessary
time and money working on a project for which financing will ultimately
not be available from DBA,

Therefore in order to expedite these processes, the Board of Directors
should delegate both positive and negative authority to the Managcyr
within reasonablc guidelines. This authority should set the maximum
total investment in NAf., and, apart from general guidelines as to

the balance between equity and loan fonds as established in the by-

laws, leave the mix of investment up to that nmaximum lever to the discre-

tion of the Manager.

Project Priority:

Although as an operating consideration it may in practice happen very
seldom, it may happen that two or more applications are being reviewcd
by Management which deal with the same type of busincss. The applications
may originate all from the same I1sland or they may come from different
Islands. In such cases, it is clearly the responsibility of the Managcr
and his staff to make quantitative and qualitaiive asscssments of the
various applications on the same subject and to make an appraisal of

the market factors which will indicate whether nonec, somc or all of the

proposed projccts are feasible from a marketing point of vicw.

Mowever, in such cascs whcre some or one of the proposals only may be
accepted for financing, and others turncd down, it is most important
that the Manager supplies to the Board of Dircctors thc best possible
information upon which the Board may make a dccision of priority.

.
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‘When there are conflicting or over-lapping applications for assistanc»,

the Manager is responsible for preparing the best possible information
base upon which the Board may make a decision of priority. By their
nature dccisions of priority are matters of policy, and policy matters
are‘clcarly rceserved for Board decision according to the by-laws. It ig
to be hoped that the nature of the Board of Directors of the DBA, coipo-
sed as it is of both governmental representatives and representatives
from the private sector will arrive at decisions of priority cxpedi-
tiously balancihg the interests of the Island Territories, while exerci~

sing good banking principles,

Delegation of Authority:

Under Article 25 of the by-laws the policy role.of the Board of
Directors is stipulated in sub-Article 1.

The general authority for the Board of Directors to delegate power to
act to the Manager is contained in sub-Article 2. It is obvious from
this sub-Article that it is intended that the Manager will be responsi-
ble to the Board of Direcctors for the administration and the conduct
of the day-to-day business of the Bank.

Sub-Article 3, of Article 25 provides that the Board shall delegate it
povers to the Manager. This requirement for the Board to dclegate its
powers to the Manager is general in nature and is only limited by the

necd for specific resolutions in respect to the matters listed under
items a. to 1..

However, the Board of Directors does not nesessarily necd to pass a
resolution of the Board ecach time a matter of business in any of these
classifications arises. It would be more customary operating practice for
the Board of Directors to pass a "limits of authority™ resolution
setting specific limits within which the Manager is free to execrcise the
authority of the Board of Directors and act for and on bchalf of the
Bank. It would be prudent for the Board to sct rather low limits to
start with and raisc them thercafter from time to time as confidence
grows in the capabilitics and experience of the Manager and his

technical support staff.
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Such a resolution may also provide that the Manager may not sub-
dclegate certain of these powers, or provide that, in the absence of
the Manager from the Bank, certain levels of authority are automatically
delegated to the Deputy Manager .
It 15 the responsibility of the Manager to prepare and submit to the
Board for thcir approval, the limits of lending authority that he
proposes that individual officers of the Bank ought to have. Since it
is the reputation of the Manager at stake, the Board of Directors should
never establish limits of authority on officers of the Bank, other than
the Manager himself, without prior consultation with and recommendation

of the Manager.

Initial "Limits of Authority":

It is suggested that the Board of Directors set rather conservative
limits when the Bank is starting operations and experience is being
accumulated both by the Board of Directors and the Manager. Therefore,
the following could well form part of the initial limits of authority

Resolution of the Board of Directors:

*The Manager i3 hereby authorized, without the requirement of further
authorization from the Board of Directors of the Bank to act in his

sole discretion for and on behalf of the Bank and the Bank shall be

bound by such actions as if ecach act or acts had been specifically app.oved
by a separate resolution of the Board of Directors and the limits of

such authorization shall be as follows:

A. Borrowing, accepting and purchasing deposits - The Manager may

borrow, accept and purchase deposits up to a limit of NAf. 100.000
providing that the term does not exceed one (1) year and the interest
payable thercon calculated on an annual basis does not exceed by
more that two and one-half (2%) percentage points the London inter

bank rate on €uro dollars for a like tcrm.

B. Financing Authorization - The Manager may authorize and commit the

Bank to make loans, issue guarantees, participate in equity invest-
ment, or any combination therecof as may be permitted by the by-laws
up to a total combined amount of NAf. 50.000 in any one project and
may order the disbursement of such funds on such terms and conditions
as he may consider prudent and cach such undertaking of the Manaqer

under this authorization shall have becen reviewed and approved by the

Deputy Manager and/or the Opecrations Manager or such other
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approvals required by the established credit procedures of the

Bank, before disburscment of funds.

By-Lay Article 25 sub Article 3 - In respect to sub-suh Articles

b., g. and h. of Article 25 and Article 3, specific authorization
is as set out in parts A and B of this Resolution.

In respect to sub-sub Articlé 25.3.c., the Manager may, in the
course of the ordinary business of the Bank, issue guarantces up

to the limits established in Part A of this Resolution.

In respect to sub-sub Article 25.3.1., the Manager may exercise

the right of voting on behalf of shares in other corporations which
are owned by the Bank if Meetings of Shareholders of such other
corporations are called and held within the period of time between
the scheduled mcetings of the Board of Dircctors of the Bank,

This Resolution is not to be cornstrued as extending a gencral authorizat:
to the Manager to perform the acts described in sub-sub-Articles o.,

e., e., £., 3., X. or 1, of sub-Article 3 of Article 25 of the by-
laws.

All acts performed by the Manager in exercising the authority granicd

to him shall be reported to the Directors at the next following
regularily scheduled mceting of the Board of Directors.”
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gsocial Criterion {

Discussions with the representatives of the Island Territory of

Curacao were fruitful and led to the following policy decision
criteria to be included in the operating guidelincs:

)

(2)

(b))

When evaluating applications for financing, it is incumbent on
the Board of Directors and Management to consider whether the
application under consideration leads to a greater concentra-
tion of the control of the economic affairs of the Netherlands
Antilles in the hands of any single individual, group, corpo=
ration or corporate group, and whether the impact of that
greater concentration of control has a positive or negative
economic and social impact in the long run.

Guarantees should not be requested from the Island Terxitories
simply to improve the security of a particular financing package)
rather they are to bs requested generally when all or a portion
of a particular application requires expenditures that are consin
dered to be of an infrastructure nature within the area of respon-
sibility of the Island Territory.

*Enterprises” is to be interpreted by the Board or Directors
and Management as including service industries connected with the
droad classification of specified activities.
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Annex IV

THE FINAWCIAL SECTOR OF THE NETHERLANDS . i
v ILLES ) )

Introcduction, . '

Finoncial institutions in the MNetherlends Antilles can be clasnifiéd undar two ;
heedings: "locally* and "o.“fshora".. ;rha former may operate lccally within its
objectives and powers. The offshore institutions are restricted to conducting
offshore businéss; trensactions with residents are not allowod, The local
eommercisl berks, however, are elso authorized to furnish a comolete rarge of
banking facilities to non~residents. Financisl institutions consist of primary
. and secondary benks as well as institutional investors. The banking institutions
attroct funds for relending purpcse. Unlike the eecondary tanks, the lighilities
-of primary banks incluse ceposits, availment cf which can be made by the depositors
by cheque or other peyment whicls. Secandery banking inltit:ution; which incluca
«mortgage banks, savings institutions, consumar credit corporations, long :term
industrial credit ccmpanies, etc, Lhlike primary benks they neitber attrect cemund
‘deposits nor engage in shors-term lend:lng'. . )
~Institutional investors include pension funds and life insursnce compenics, Thay
s&ttract funds, and as zuch accumulate savings, end invest on a long term,
-Both the domestic anc the offshore market includa banks ln;: ingtituticnal investors.
In eddition to beforementioncd institutions, numercus of fshore ccrporations are
'hai.ng established in the Netherlands Antilles. Well known .xaﬂpleb: are investment-,
holding-, royalty-, s;nippin;- and trading compenies, The mein reascn to establish
ouch compapies for transactions cor.vductcd nclvlivoly with non=rusidents, ~=an ke
found in the auvantageous tax treatment. Although most of these companics borrow,
;md or invest large amounts of roney, they are not considarsd as financiel
institutions, Excronge control md banking rugulationnl heve been literally 1ntcr:r§teu

to encourege the developrent of the offshore sccter.
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Banking RonnY v ione, . I ‘

The supervisory powers of the Central Bank nre epecified in the National Ordinance
No.l138 of 1972, Tha Central Bank is authorised to reguest eny information rnecessary
for the proper supervision of the domestic banking end cruedit systems Ay information
thus obtained is used in strictest confidence.
The Gupervision Lew does not define banking business itself, however, 1t epplics to,
credit institutions and credit ascociations .which are defined es followst:
*Credit institutions are enterprises or institutions with the exception of credit
pssoclations, which substantiai‘ly make it their business to accept moneys or
deposits and/or grant credit fa;:ilities. Credit ascociations are institutions
whase purpuse is to essist their memters in saving and/or granting of credit ond :)
advances to such inembers”. .

" As tald the baking sector comprises offshore banks and locelly operating banks, In )
both cases benking business may be conducted by a Corporation estzblishecd under the
law of the Netherlands Antilles, which is an independent legel entity that may be
controlled by a parent bank, Tha banking ‘busir-ess mzy howewver also be conducted by
seans ¢f o branch which is an integral part of a benking institution that meoy be
eatablished sbroad, provided that the legal form of the perent ccmpany is accepteble
%o the Centrel Bank,

Banks os 61l credit institutions end associations must register with the Central
Benk, To start banking business a Decleration of No Objecticons is nlzqu'irf 4 from the
Oentral Bank, The law stipulates that the Central Bank must issuc this declaration )
unless the_:lss.uanccz of such declaration is detrimental to the dewvelopment of & sound
banking or credit system or in conflict with sc.sund banking policy,

Thare is only one type of licence and the licence is issued free of chargo. In
practice, howaver, the Central Bank distinguishes between licences for local operations
end for offshore transactions on the one hand, and licences for banking and other
finencial activities on the other, The legal stipulation concerning local operations
moans that thero must be proof that the bank will contribute to the economic
dovelopment of the Netherlands Antilles end that the position of tho alrendy existing
banks will not ba endangercd. Morcover, local an' offshere banks must hoavo a
manogemont which should be well experienced in banking end administrations Furthor=
more, there has Lo bo a certain minimum Acopi tal, All bonks must bo cudited by an
1mtcpnndént euditor, Thero are no requircmonts as to the nnuonollity of dircctors,

but ot least onc of them must be a residont of the Notherlends Ancillen,
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. :
The prevuiling opinion 1is 4here there are presently sufficicnt borks to serwve the
heeds of tho small locel market. With respect to of fshore activitics, the Contrul
Bark still velcomus new banking institutions, but 1t has becoms mare solective, In
admitting new banks the Central Bank looks for reputable namase The Central Bonk hus
adopted the view that any bank including offshors banks should be supcrvised, In
cese a foreign bank incorporates s subsidiary in the Netherlands Mtilles, the
supervisory authorities in the home country will be notified, Moreover, the Centrel Eaont
fntends to propose s revision of the current Supervision Law to the extent that it
will include the supervision of loffshon banks. The preperstion of such s craft ia
fn = edvanced stage, -
According to the luw the banking and credit institutions are regulated for two quite
d#latinct purposes: (1) to ensurc their seundness end prudent operations; (2) ror
ressons of monetary rolicy and the control ef credit,
Yo ensure a prudent supervision, the Central Bemk has issued guidelines for liquidity
@nd solvency requirements to be observed by the local barka. The aolvency requiremsnts
refer to the minimum capital calculated as e percentage of outstanding loans. Tho
percentoge mey chenge according to the risks involved, In general the percentage ‘s
10 for business and personal loens end 8 for housghouldmartgages, The cepital is
dafined os the total of paid-in cepital, free reserves end profits that have Leen
retained, Brench offices of foreign-besed banking institutions are obliged to have
@ paid-in capital, furnishod by their headquartars. '
As to 1liquidity requirements, in general 20% of the outstanding short-term mbilities
st be kept liquid; long-tarm liabilities such as term deposits snd borrowed funds
are to be set off against futurs receivables 01.1 sccount of maturing deposits, ‘hers
offset is not possible, liquidity rstins dependcnt from tenor end kind of holdar,
should be applied, Savings are being dividad into long term end short-term according
© the velocity of circulation; the requirement v:ariaa from 10 to 20)%. Offsrore
benks are exempted from the sboverentioned liguidity end solvency requirements,
reporting requirements end ether supervisory requirements,
thder the Dunking end Credit Supervisory Ordinence the Central Bonk should comsult
with tha financial institutions in order to safermard schurence to a cound mone tary

nllcy-
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If the consultutions with the Fincncdel institutions do not result fn full agrocment
or 1f in the opinion of the Central Benk there is insufficicnt cocperation in the
sxecution of the egreed policy, the Bank is authorized to issue general directives
governing the business operations of the finuncial institutions, The gencral
directives muy only be issucd, emended, extendcd or suspended by meuns of a Notionol

- Docree, W till now no directives have been issued, The Bank hns elways been favored
with the voluntary cooperation of financial institutions, in particular the comrerci:l
banks,

foreion exchen~e end currency reculaticns,

Tha foreign exchenge rates are quoted on a daily besis by the Central Dank, The
Netherlonds Antilles guilder 1s pegged by law to U.Se dollar, resuliing in a fixed
buying rate for one dollar of f‘. 1:'5 and & fixed selling rate for the dollar of
'.' 1,01, The rates for the major foreign currencies reflect the rates for the U.S.
dgollar in the mspectiv.e countries, At the moment 14 currencies are quoted officlally,
o ' A1 the local commercial banks are outhorized by the Central Bank to deal in forcign
ourencies, They have to epply the official rates when cdealing with the publice The
(hntral Bank deals with the commercial banks mainly in U,5e collars end generelly ai

an interbank rate of f, 1,80 for one U.5. dol¥ar; the Contral Bank does ncot normally

‘deal with the publice Residents must hand over exchange proceeds to an eutherized berk.

Thae benks are permitted to provide foreign exchunge for most current trensoctions,
Paymonts for legally imported end legally exported goods may be mudo frecly under a
Jencral Licence, Payments for most cumnf invisibles (scrvices, etc.) up to an
equivalent emount of £, 5,000, are not restricted eitter, Paym:nts excceding cuch
snemount as well s all payments representioyg interest on loons or net incomo from
sther investrents, for amortisation, loons v depreciation of dircct investrent em
sutlocted to licencos which are normally granted on verification of the foctse fon:ice
twestment in tha Netherlonds Mtilles requires a licence which in generel 4s qrentod

17 the invectment is in the economic end social intcrest of the 1slnnds of the

Notherlands Antillos,

el
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Invostment of residents In officially quoted foreign securities 1s not restricted,
provided the seeurities are registered abroad 4n the nume of an authorized benk,
ﬂ'a;;idcnts hove to channel foreign payments through cuthorized banks, Fecreign payments
sust be reported to the Contral Bank for balance of puyments purpouns,

Offshore compenies are exempted from the obligation of moking foreign exchange
declurations, rrsulting in a status equal to a nom~resident. They moy freely mointain
sccounts with foreign banks end are not obliged to hend over their exchance procecds
to the suthorized banks, On the other hand they are not entitled to the usae of the
exchange resources of the Nethm:lmds Mtilles,

The guilder (nbbrcviated as f, ) is the officiel currency unit in the Notherlands
Mtillee and as such leyal tender, However, tha UeSe dollar anu the Boliver sre

also widely accepiede In particular on the islend of &t Maarten the guilder end
the U.5. dollar circulate concurrently,. ' ’

on *.h; islands of Aruba, Cursgeo and St, Maarten a largs number of foreigners ore
Semporardily staying the whole year round, resulting in a lerge flow of foreign
aurrencies. In 1976 more than 350,000 touriste visited these islands which have

@ population of only 220,000 residents, According to the balance of payments fcr

3907% an amount of . 341 million was received from tourists,

-The provision that residents must surrender foreign currencies {0 authorized bunks,

48 flexibly interpreted especially to cccomodate tourisme The suthorities allow
residents to hold some foreibn currencies in cash to meet exchange Apr'oblc-ms arising
from paymcnts made by tourists, Many resicdent enterprices, especially tha irading
eucanies,y maintain eccounts expressed in foreign currencies with the domestic

benking systems The banks also provide loans ;1d overdrafts exprecsed in forcign
eurrencies, mainly the U,S. dollar, .

e p;r tha end of 1976 the commarcial banks an all the six islends had gronted loans
end overdrafts cxpressed in foreign currencies up to a counter value of fe 57,5 millic
or 14 percent of the total amount outstandinge The amount recéivcd in forvign
ewrrencics on doposit or in current account was equal to f, 51.1 million or 11 percent
e figuies for the Windward Islands ere strikingy highcre Loans ond overdralfis
enpressed in foreign currencies amounicd to 60 pereent of the totol emount out: tiwwiing

%o residonts, The Jicbilities consisted for 45 percont of foreign currencina, which

momns in general tho UeS. dollar,
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Tho Contrel bank,

The Contral Conk was established in 1828 as the "Curogeosche Sank® (the Bonk of
Curugeo), The neme was chenged into Bunk ven de Nederlendse Antillen in 1962,

Tha originel purpose of this bonk was to provide notes and to supply local credit,
It is still the benk of issue, but he lending activities have graduolly been taken
ever by the commrrcial bankse Prosently the Central Bonk provides only edvances to
tha Covernment and to local enterpriscs when the commerciel banks are not able or
reluctent to finance a project vhich is considered of importance to develop the
sconoiy, This activity is used mainly to set up the hotrl-industry as part of the

-Government®s policy to promote tourism, o

The Bank should stabilize the value of the monetary unit, supervise the finenciel )

syatem end control the foreign exchange trensectionc.

A1l the commercial benks maintein accounts with the Central Bank primarily to cover
-c.lealrings with other banks end to obtain currency to meet withdrawals by customers.
The commercial banks? exchange dealings are elso settled through these accounts. As
. haed of the financial system the Central Bank should act es lender of last resort.
The Bank von de Nederlardse Antillen quotes a lending rate of 7 per cent for re-
discounting purposes, Up till now this f’:cilit; has never been used, The percentoge
1s symbolic rather then reflecting the actusl costs of covering commercial banks?
dending positionse Its cepital emounts to fe 10 million fully paid in, Additicnall
& raserve .fund of f« 10 million has been. created, Moreover, special reserves ere

being created up to f. 15.4 million, The admifistration is excrcised by a manogement

and s board of supervisory directors. The management concsists of the managing directrr

‘md the secretary, who are eppointed by tha Governor on the nomination of the bourd
of supervisory diructors. The supervisory board consists of five HEMOCTS-Thc chairman
of the board is sppointed and discharged by the Covernore The other merbers are
sppointed by tho Governor from a nomination of three persons made by the bourd of ter
consultation with the manegemont for eech vecancy to be filleds The term of tho

effice is four years end persans moy be re—appointes! immediotely.



Balence  sheet fiqures Central Bank, as per December Jlst

Mounts in millions of quildzrs

b ] .19

;:’ - Gold end foreign raserves 125.6
“Advances to Centrel Gov't 4,7
Loans to private sector 1.6

MWscelleneous 0.9

TOTAL 122.8

ehilities
‘. Bnknotas
Deposits residents
_ Ands borrowed abroad

Miscellaneous

¥ Cepital rnnd Reserves
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Domretie ronoy mnd rrnital markes . |

The fincncind instituticns have becen successful in mobiliziéng domestic savings, However,
they hove: found it (anfw ;ﬁf‘:imxlt to utilize savirgs within the Metherlands Mtilles,
1318 101N
begaucse of a lack m(_nt copartunitiecs Domestic private compenies, being small
and closely héld, arc roluctent to issue bmds or cquity, The Government has floated
sowe hontds in the domestic market, twt not recently end never in such quantity as to
eptablich o primmry markete
Oxrrereind bonks, the luryest cab:éwy of financial intcrmediaries, engage
mednly in shortetorm lending for comrerte, construction end consumption, Their net
external positions are closely bala‘ﬁced end subject to Centrel Bank regulations, On the
ou'.:r.hmd, pension funds, the second=lergest type i financial intermedicrie )
. EPCPLN'"}
eng life insurance companies, invest ebout 75 per cent of the assets abroad/of  the lack
of gttrective domestic alternativese ' )
. ided by \
The banks* largest source of funds 3‘* uctestic savings depocsits which cen, for all
prectical purposes, be withdrewn on demond end partly have a high rate of turnover,
- My depnsitors use thece accaunts or peosbooks insteed of current eccounts even though
- they mtz not checkabla, All brks pay a 5 per cent interest rate on savings. deposits,
This rate was established in August. 1570 end has been meirtained by moral suasion from
"the suthorities, Since interest is only paid on the minimum belance rather than the
avgrage balence, the recd interest rate may be lowcf. ‘
Bayings deposits are widely held by resicents of the MNotherlands Mtille:zs. As per the end
of 1970 the benking system had sbout 135,000 passbocok sevings accounts outstonding, wh .\‘
is @ll the more remearkable btecamuse the-porulation is less than 240,006, The everage size
, of povings deposits emounted to ebout fo 1,800.—,' Time depasits held by individuals are
'h*ﬂatcﬁ &s savings sccounts in the Central Bonk statistics, end-are-includcd dn.above-
- It 6 difficult to generalize ebout time deposits because their charocteristics vary
from_ bak to banke Far instonce, the minimm emount required for a time deposit verics
. fron f-. 5,000¢~ to f, 10,000, Time deposit rates, unlike tha savings deposit rotey
oro quite flexible end, for larger umlmt.s. are determined by negotiation butween tho

dopositar and the bank,



.
.

The averoge size of personal time deposits varies from about f, 50,000,~ to f, 7.:.0(!).-—.
Corrorate time depusits, although fewer in numbery ere of larger snounts, averaging
ebout . 200,0C0,—, Almost all time deposits are of a maturity less then a year, Morpe :
over it secms that the typical maturity f}:)r a timo deposit when issued, is three to six
—.u‘I:ll1ths.
‘.a-_'lih_g issuc of ncgotiable certificates of depusits is restricted and no troding exists,
a-Qlf;;ty recently tome interbenk depcsits are being made. However, no market has been
;hveloped. The banks keep their overliquidity wifh the Central Bank, which pays a low
.'..inbamst on time dcposits, Mlthougn' the Central Bank quotes a discount rate, since mid-
1970 & 1ats of 2, for years no pape‘n; has been discounted,
.Thu majority of the primary banks prefer to lend on en overcra’t basis although loans
®e made avallable for specific purposcs to the industrial sector as well as for project
. ‘}t.ﬂnancing with amortization over & period of 3 to & y;urs. In particular treding
:-chm mainly covering 1mport ars provided on an overdraft basis, Generally the benks
.t.)nl jc;nf:; ts or promissory notes  es . collateral, Consequently some eligible
tommarciel parer is available for trading btut this market has NoT bsen devclcpwyvir:temst
Jates chorged cn overdraft facilities very from 8 to 10 per cent per snnum,
hanuionfunds, and, to @ lesear extent, life insurance campaniea ettract considerable
-mings through their contractual savings plans, Thesa institutiornal investors invest
their moncys for a strikingly high proportion in foreign assets, Ohly about 25 per cent
vl' the investrents are made in the Netherlands Antilles, mainly in loans,
bﬂ. locel compenies are quoted on the Ansterdam stock exchanges These componics are
Mtillisanse Erouwsrid NeVe, Pntilliaanse Verffatr'iek N.V. and Electriciteitsmantschanpij
Auba NeVe For financing sorme development project the Contral Government borrowcd on thy
Qutch cepital market, T‘hcse bonds are also quoted on tha Amsterdam siock exchcnge end o

regularly trededs Presently, the pessibilities to develop a money end cepitel muket we

- studied by the suthorities,
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‘wm lozal brnks
L )

Tha Metherlends Antilles hos several wn-mmaged comrereisl banks which provide all
I:ds.m bznk“nq servicrnse Besides the Central Bank, several locel ond wellknown foreign

o b
L bmka , [._)li.ahed. The foreign influence is s striking espect of the local benking

' mtem. hly two relatively small banks, viz Aruba Bank N.V. end Banco di Carite N.V.)

ere completely locally ovnede ALl the other banking institutions wore  formed by
~wign benks on their ovn es branches or subsidiaries of foreign banks or as joint
Antures with local interests, In sddition to Dutch banks, which ere represented on
meso islinds since long, banks m;m tha UsEeAs, Canada, UdKe and Venezuels cntored the
mlmdu Mtilles merket in the last ten ymars, : O
m the locally establiched banks are generally licensed to deal with recidents end non=
lfuiﬁents as well, ' )
e biggest private bank 4s . Macuro & Curdel’s Bank NoVe which is esteblished in
,;O.l‘lt;uo end effiliated to The Bank of Nova Scotia Ltd, in Torunto, Its wholly—owned
subsidieries are tha Caribbean l.bmantﬂe Bank/in Aruba, the Maduro & Curiel's Bank
(hmim) NeVe in Banaire end the Caribbean Credit Corperation NoVe in Ourecace It alse
l'»-tmtrols The Windward Islands Bank Ltde. in St. Maarten, NV, Oo Gpasr— en Doleenbenk ven
.;hrg;ao and NoVe Da Curagacsche Hypotheekbernk in Qurecace =
e Danco Barclays Mtilianc is  subsidiery of Barcleys Bank Interv.aticnal Ltd. end is
ﬁ only bank with branches on ell the six islands. I fully=owned out 3idiary is the
Mtﬂhaanqe Hypothpekbank NoVe ' . ) Q
: ilgrznr.ne Bank Nederlund N.Ve is represinted with brenches in QOuregao, /‘ruba, Bonaire
-and Bt Maarten end owns the Mtilliaanse Fi.na.wclie.rings:nutschappij *mfimi j® N.V, and
e Algemens Hypotheckbenk NeVe Citibank NeAs has bronches in Aruba end Curagao, Bank of
--M:ric.a NT & SA anly in Curageo; also in Quregao 1s estzblished & brench of Banco Industri-
& Venezuela; The Chase Manhattan Bank N.A, has a branch in 5t. Maarteon where also The
~"Bonk of Nova Scotia NeVe, @ wholly owned subsidiary of The Bonk of Nova ficotia Ltde in
Jaranto, is established, The Islatd Govermment of Quragoo owns tha Girodicnst Curogoe,
8 transfer-institution, thet doas not allow overdraft facilitics te its

anrent account customers,
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Banco Nacional de Hicotecas NoVe in Aruba end the Caribbean Martgoge Bank N.V. in

Bte Maorten are specialized banks for granting mortgsge loans,
- The Central Covermment established the Bouwiredietbank, to supply loans to stimulate
the building of private houses} the Volks.krud:lotbmk for granting c:.:nswmr loans} the
| | 'I":;stspaarbenk. which acts aa & savingsbank ond mekes long -tcrm credits ond gronts
‘-~-.qn:rtguge loans to the publice, All these institutions have of‘f‘ice; on all the six islands,
- The Qovemmcnt a}so owns the Socials Verzskeringsbank which does mot supply any credits
.'1‘)1: carries out the sociaml security plans of the Govermment,
1hen are elso & few development bz;pksa "CODECO", estoblished in Curageo end “INDEECH
) :M Bunaoire, to sssist investors and making long term loans. NoVe Wadsropbouw ¥illemstad
' ‘grovides mortgags loans for reconstruction purposes,
Tra Government fensionfund = Algemeen Pensiocenfonds van de Naderlandss Mtillon = hes
;;ncwporated the Central Hypotheekbank NV, ss a wholly=owned subasidiury to act es a

A
rortnege bank fc_r the public,

.'."‘ . - . N R e ' ' TN
':: m&;\_gd belencs sheet Pigurel:mkinmn'u per Omcesber Jlstj
- ' mj& in millions of ~uilders,

.. . ‘
* il wn ' 4 ] 1973 e
fesats ' '

w? ' ' ) :

- Cash € Bank . . “0, ‘01 ".‘ lm.ﬂ
Overrafts _ B W8, ,M4,7  193.4  222,1
L oans . e.8 ol 208,2 2139

“Premises & lnventory 8.1 2.0 22,0 21,1

Net foreign assets M4 .4 41,2 64,3
Miacellancous 9.8 10.2 8.4 9.3

- TOTAL ' oD, 84D So5.0 €636,7

Lj_ablnies *
Copital € Rescrves M3 W3 P M0 )
Funda borrowed _ . D1 . X ] 10.3 11,3
togosita & Savings 0,1 DA 315.4 0.9
Queront sccounts 12,8 D89 10,4 102,6
DNanks 10.5 ’.‘ .'. 24,3
M 1scollancous 124 18,7 15,2 10.4

1) Includes nll abovementioned bonking institutiors excopt Contral Bank and
Fortnlo Voreekerinanhionke
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Both in Aruba end in Curcgac a clearing system has bcen sot up 4n which all lecul
comercicl banks perticipates Every working doy at 11100 u.m. the banks® repruescntatives
mect at the Central Bank to exchange cheques end trensferse Tha clearing is baescd on
'mitual confidence, Consequently the nbmsent-tivcs will not check the items received,
tut for thes number, Errors noticed afterwards ss wall as cheques unpuid, will bo brought
in at next dey's ciearing by woy of a transfernote. The claime end liabilities resulting
from the clearing are sattled through the banka® current accounts with the Centrol

Dk on a daily basis. The Contral Pank itsclf doss not perticipate in the clearing system,

. - )
.

-

E’" Association

mm_mmqummagnumwwmmmuﬁwm all the local

primery banks are members. They are orgsnised entirsly by the banks themselves with no
official ststus reprusenting the benking community vh—.'-vis the Government, They mest
' psriodically, However, they can not be considered as cur.ul-mmintimu. Interust
retss, fous m well ae other chargss are suoted on = individual besis and ere not fixed

O)

dﬁ!ﬂ the association,
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granF bonkina Information,

The Mtilleen legiclation does not include e separats law or separate stipulations on ¢
berking sccrecys This abscnce of specific provisions does not mean, howcwer, that in
the 'ntill(s no buanking secrecy exiuta. The secrecy of banking 1nformat:lm is based on
generul legal provisions, such es the Articles 285 and 268G of the Criminal Code.of Low,
that prnelize the deliberate violetion of obtained secrets. Socrets are considered to
comprise all the information of which one reesonably ought o have assumcd them to Lo
of e confidential nature. Furthermore, Article 1256 of the Civil Code stipulates that
a1 contracts (banking business is es a rule conducted by meens of contracts), commit
mot only to what is stipulated‘pxplicitly. but also to what is required by faimess,

By prectice or by law. The question with regard to the secrecy of banking information
is determined abeve &11 practicos When dealing with banks, it is not alweys stipuluted
explicitly that data will e treated confidentielly. However, practice accepted by

the t;anking community requires that no professionally obteined.information is disclozec
unless legally required, Such exceptions srs made with respect to information required
n criminal proceedings or investigations. In such circumstances the customer w11l be
dnformed immediately, Cmsequentiy there is no benking secroccy for the criminal courts

of the Netherlands Antilles. Requests by foreign authorities will be refused except

- when the customer asgrees to the disclosures In the event a bank unjustly reveals facts

sovercd by secrecy the customer concerned may file a claim esgainst the bank concermed,
According to the Foreign Exchangs Law the Centrel Bank has the power to reguest anyone,
ncluding banks, to fumish information required for the purpose of securing complionce

with or de‘tecting evasion of this lew, This power may not be used outside thc area of

swnchange control , nor for inveatigating offe;\ces egainst eny other legislation,

domestic or foreigne Any person so directed must also procuce books, accounte or

other documents, Bank accounts in the Nethsrlands Mtilles are maintained in the

ectual names of the account holders The concept of the so-called number occounts is

mot vsed, althouwgh some local commercial banks issue  bearer savings possbooks end ¢

osrtificates of derposits, .
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Credit Aqnociations, ) . .o

From 1960 m.varicus coopcrative ossociations have been incorporated principally with
tho purpasa to stimulale savings among their members ond to create the possibility to
grant them louns and advences when neededs These associatiors, better known os "credit
vnions” are es a rule entities. The highcét legislative authority within the
asspciution is the gencral members® meetinge, Morcowver, the association has a munagem. Nt
which is responsible to the gencral mmberﬁ' meeting end somotimes a supervisory bo;wu,
which verifiecs the financial statements, The credit committee deols with ell tle
spplications for loans. \

A8 a rule the members save @ mi-nirrum emount on a monthly basis which pmvids;*s the

share capital. Savings exceeding the minimum amount ere maintained as deposits, & */mr
smambers can geat & loan provided they comply with the minimum savings requirements and
do not have any unpaid loan with the association, Each associstion sets its own '
intercst rate percentnges and lending conditions, Usunlly the articles o associations
stipulate that profits are distributed in eccordance with the outstanding nunmter of
fully paid up shares, _

In Curagao more than €0 associations heve been registered, in Aruba aémut 10 and in

Bonaire ond the Windwerd Islands just a few seem to be operating, All credit unions,

. but two, heve Joined the master-orgenisation, .the "Liga di Cooperativenan di Tpaar 4

Credito /‘ntiyanan Neer'lmdes"; ebbreviated Liga, The credit vnions may be classified

in two categoriest

' @ tha district credit unionsj s : ' : O)

be the professional credit unions, ,

The district credit unions generally consist of members who live in the samo vicinity.

These associations were usually founded by clerical lecdérs. Tha associations not only
provide finunciel assistance, but have also social aspectse The professional credit
\.nims are connected with enterprises and institutions. For soms years the profession i
credit unions tend to grow at the cost of the district credit unions. This tendency
lhn resulted in a number of inactive, or. even dormant, associations.

Tha Liga provides legal edvice and administrative assistence to the affilinted crodit
wnions, organizes courses for tho members of tho board of manogement, supervinory

boerds wnd credit comnittecs ond reprosents tha credit unions vis-ee-vis tho Covermmend
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end in particular the Conirel Bonk in the consultotion on monetary policy and tha
prudent adherence to this policy. ‘
Except for a small staff, which {3 in charge of sdministrative end office duties, all

. the members of the board end committee are volunteers,

! The Liga ects as a clearing institution for tho credit unions end essists the unions

L’;v‘_"vhich have run into liquidity problema, The Liga pays interest on moneys deposited

by the member unions, '
..During the 1960s the credit unions displayed greet ectivity among especially the
working classes to assist the members with their financial nceds. After the first
N pori.od of success and spmto'me::‘u: perticipation, ths timea of consolidation and gredual
: growth had come, However, sbout 30 unions did not succeed in consolidating their
affairs end consequently discontinuead their activities,

As per the end of 1978 the credit unions had granted sn estimated amount of

£, 4,900,000,— for loens and had attracted savings up to spproximately fI. 5,300,000,—
The corresponding figuras as per 1974 were f". 4,400,000,~ and f, 4,500,000,

l'lplctiwly .

The institutional investors.

. This group comprises mainly the pension funds and the 1iTs insurence companies. The
psnsion funds have been set up as foundations by the Covernment or local enterprices

. % provide their personnel en old age pension, Vorsover, several companies have forwed
thrift foundations to essist their personnel with saving and sometimes provide loens

or advancgs. -

. .
e insurence sectcr is quits large. As per ithe cnd of 197 a total of 10 were
registered with the Central Bank es credit institutions under the apervisery Ordinnnce

for tho Banking and Credit system, All these conpanies are foreign owned with main

offices located in various contries including Holland, Ceneds, Englond, Jomaica,

Trinided, Vonezucla end the Lnited States of Awricas
The condenced baleance shoot figures as per the snd of 1975 for the institutionel

taveators arm as follows! - : -
[ ]

Ansets

—

Cash ond with local banks : 10,0 2.9
Loons to residonts . [7: 8 36,4
Cleime on non-rrsidents : a,.no 15e2
Macelloncous 24,9 16,4

Yotal T 422.4 A0

E"b’lttif‘ﬁ .

Participonts ond beneficiarics . 419, .

Mocallancous . 31 0.7

o
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Trustromnrnirs,
Trust componies huve been estoblished on all islandse Although not 'Cmsjdpred as
finoncianl institutions, they do play en important role in the finoncial scctor

.. wspecizlly for the offshore curporationse They mainly engege in providing ouvice
o e ‘and essistence in legal end tax matterse They also assist with the incorporation

-l

"t-"-,.',md reqictration of new companicse They apply for all the necessary licences and

o c:'q:. narmally ect @s the mandetory resident directore They edminister the operations of ;
o ;
" ¥ the comenics domiciled with offices. They perform the administrative functions such

AT i
. .- @8 the maintenance of a registered uffice, the holding of shareholders?! meeting, the

' M 1

b1 - 1

(N T#iling of tax returns and the updating of the commcrcisl register. Some of the trust—

< pi
r

- k..mrpmies are owned by solicitors end noteries, but also the major benks have set ‘0
- subsidiaries for rendering these servicese, It is common practice that this so-called

trust busincss is exercised by groups of" companies; ecch group with the same purvcsul
. :, ssnegement, address and shereholder, The "big four® ere the groups of Pierson, Heldrirg
v B Plersm (Curagao) NeVe, Curegao Internatioral Trust Compeny NeVe, Atilliamnce
| .Behecrsmaatscheppij "Amaco® NeVe, which is a fully—owned subsidiary of Maduro &
. Briel?s Bank NoVe, and the fruﬁmaatschappij van de Algemene Bank Nederland (Curagao)
by NoVe, & wholly—owned subsidiary of the Algemene Bonk Nederland NeVe Their total share
. of the market exceeds B0 Many of the trustcompenies actl as director of an offshore

: v
<+ benk or finence compay, They are imvalved with numerous financial opcrations; without

¥

e ' ldending or barrowing in thair own nemes. They represent a great amount of finencial

. now-how though the stress lays on the fiscal aspects. ' '))
-, ' N~

' . Tne trustcompanies provide fiduciiry servicese The Netherlands Mmtilles legislation
.. \
does not include provisions regrding the Anglo-American trust concepte Presently

="  stadics are in an sdvanced state to introduce a trust concrpte
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Tho of fchnre marknt

At present finonce is more then ever on international business with no necessery

canection between the currency borrowod and the country of rosidence of the torrower,
the lender end intermcdiary institutione The growth in internationel transportatiom,
o cmmicntion. end trade not only ceused the creation of nultinclxtional companies, but
;150 resulted in a large end flexibel flow of moncy. Payments ere being mode by way of
transfer end with no or little cash involved, It is normal practice now for s Eurcpean
snterprise to borrow in UsSe dollars from a bank estublished outside its country,
dn addition to the old concept of a bank having brenches in various countries to
facilitate its domestic customers, ‘f'inmcial centers have been created wherc the benking
business is totally disproportioned to the needs of the local market, Such contres are
wsually small territories which heve deliberatsly encouraged internetionel banking
R +pusiness by means of a favourable tax systa-m as well as flexibly edministered exchuya
eontrol ond benking regulationse
Benks end other finencial intermediaries in an offshore centre cam their profit by
barrowing from depositcrs outside that center and relencding to other non~residesnts or
‘e . $westing exclusively chroad M.rc.;\ of this intematicnal business is carried out far
a very smull margin, Tﬁis epplies in particular when a benk operates on the interbank
merket, Boceuse of @ low tax rote the very small mgrgin may still be highly profitable
after dad;actim of the expenses involved,
. Mith modern communication facilities and with meny tranches, Msidlu‘in.‘aﬂ’iliaul
. and ussqciates of banks opsrating intcrmationally, offshore business does not heve ta
= dnne- physically in eny particular placej megotiations cen be held proctically anywhere
snd the business is actually put through the bookl. of the institution based in the must
egpropriate location for the purposes
e Motherlands Antilles is probably one of the most sophisti_ated offshore Investment
Contres in tho area. It is not a tax haven, 1.8, & Arisdiction whers no tam is levicd,

the tov
7 liobility of international operations is greatly reduced by a preferentiol low lewy
and by the provisions

of tho tax treaties between tho Notherlends Mntilles

ond other countries,
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Tis focility can be extended further by using en intermodiary company 1n the Nothere
prowvisions
dands by which the of all those tax treaties which aro not extended to the
; annlic Hle,
Kctherlends Mtilles, will indircetly/ The general profit tax rate for offshora compenics
is 2.4% on the first f, 100,000,— net profit end 3% on the remainder. To arrive et tho
* net taxcble incom: interest paid is allowed as a deductible expense for profit tar
purposes, if ths requirements to be negotiated with the Tax Inspcctor, are met,

N

In case the funds ere baorrowed from a bank, there should be a reasonable spreae of Ya';

,Jl"n other cases the spreed should not be less than 1% of the face value., Tho efbrementioncd

R
spreads are taxfictions for the det|erminetim of the minimum texable income; the ectudl

l spread may be lesse, There is no witlhholding tax on dividerds end interest peid by companice,
Jncom: from local opcrations is subject to the standerd rates of 27=34%, which togrzthu‘\
.with the minicipal surchargs of 15% mekes the effective rates renge botween 31,06 end
3el%e As said a condition for the preferential low tax treatment is that the compeny
fml not engage in eny trede or business within the Netherlends Antilles; the income of
" 'the company must therefore be fully derived from sources outside the Atilles, Howover
.h some cascs, especlally banks, the Tax Inspector has agreed thet a company may divide
its income into offshore income faxable at the preferentiel low rates and local income
Sanxabls at the standard rates, The most popular use of the Netherlands Antilles has beem

® & finance vehicle intermediary to raise funds im the Eurodullar market, or other

. external dollar market, trw:wgh either loans syndication or bond issue or by direct

bk lomns, ‘ -

The . - - infrastructure of the islends, mainly of Curageo end to a lesscr extont

EN4

»

" of Aruba end 8int Maarten, is fairly &wloped. Pr.ofésaimal services of bankers, lowycers
and eccountonts ere availsble, as ere services of trust companies that undertake the in-
c&woratim miintenunce end operation of sntities, There is no stock exchange and
cunsequently no stockbrokers, but banks provide BRroker services,: Telecommnications
with the reut of the world are excellent, The stable political environment together with
'liber-l foreign exchunge regulations, make the Netherlands Antilles an attroctive place

for of fshorve operations,




pﬁn—n currency nperatione,

The emcrgence of the Netherlands Antilles ss a center of international finoncinl
ectivity basically started with a growth in the number of the so-celled financo
subsidiaries, They are very limited in their purpose being uzed only for inter—
eompany financinge Buch a company is established es a fully-owned subsidiary of s
‘fmign ~arent company for floating a Euro-dollar bund issue or issuo a loon
evidenced by notes or taking up a simple bank loan, The proczeds of such borrowings
were intended mainly for the financing of the busincss of the parent compeny and
ether closely related corporations by way of loans mede to such corpuretions, It
wes -mciall‘y in this way thet the tax tresty betweon the Lnited States end the
Netherlands ﬁ‘ntillel becams of sdditional significance, sincs under this tax
comvention interusta peid by the United States parent to tha Netherlands Mntilles
subsidiary were exsmpted from United States withholding tax. In these cesca ~ 1.e,
on U8, source intarest - a substantial tem is levisd in the Netherlanda Antilieca (3C%)
#n accordancs with the abovementioned tresaty on the taxsble income of said financial
ovbeidimries,

T™eee finance compeniea have been of paremount importancs to mcke the Netherlands
Mtilles in general, and Curegero in particular, s focal point in intermational
"Panencing. In only s few years more than U,S.$°3 billion was channeled from Eurcpe
o the thited States through the intermediary of Cursgao finance subaidiarias,

is development has been curtailed becsusa the Uhited States Congress enacted at
the ond of 1971 and in 1973 legialation designed te encourage the‘ creation of inter-
metienal finenca subsidiarias within the Unitgd Statea in erder to ellm.inate the
meed for Lhited States compeniea to meka use of subaidieries in foreign territories
suoh as the Netherlends Antillas, There ars etill scme deficiencies in the Uhited
Betes legislation and as s consequence some furodoller offerings continue to be made
threugh the Netherlands Antillaa finance subsidiariea, but an a much emaller sealas
fpart from the finance subaidiaries, quite s largs numter of offuhore investment,
heldding, royslty, copyright and patent hﬁlding compenies have been estoblizhed in
e Nethcrlanda Antillcs.
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Moy of the bonds issued by aforementioncd finence subsidiories are quutcd on officg.l

Btock Oxchunges such as Amsterdam, Luxemburg, or guoted infurmally by the matn U e

writers or brokers, The shares of some holding compunics end in particular of imaictoan

funds, ere officielly listec on foreign stock exchonges,

P offchore banks, ) )

Al the generally liconsed commercial banks furmish s comglate renge of banking

faeilities to non-residents, Some have establithed a separate effshore department
' 98 enjoy the preferential low tax levy en incoms from sbroad, Most benkers heve
WYeir om trust department, whils some have also incorporated trust offices to
fPecilitate noresident customercs In asddition to these local banks many foreign
) banks are representzd in the Nethorlands Antilles exclusively for of fshore truns=

. @stions, Some of these subsidiaries conduct all banking operstions, tut others

poetrict themselves to ect ss a finance or investment subsidiary., Some of the

offshore banking institutions have set uw en operating office with a local starf,
@enerally finance subsidiariss co not operatescontinuously as such; loans, mostly
o a long term, are concluded once or only e few times, They do mot provide finmncinl

:: osrvices to third partiss,




In the last few yeare quite e number of foreign bonking institutions has chosen the
Metherlonds Mtilles es a base for their intemational trensactions, There are also
somz banks incerporuted by international enterprises primarily for corporate rinmc;:
%hich banks are sometimes referred to as ccptive banks, ]

'lh.c offshore banks may cnguje 1'“ext:hange: business which does not involve Netherluonds
- Antilles guilders, provided residents ere in no way involved in such exchange tronsactionse
The oldest offshore bank is Plerson, Heldring & Pieraon (Curagac) NeVe, a wholly=cwned
. subsidiery of Pierson, Heldring & Pierson N.V., Ansterdam, which was incorporated in

dne 1975 to continue the busincss of a firm of private benkers of the same namo,
sstablished in the Nethcrlands in 1875 end is affilieted to Amsterdam=fRottardam Bank NeVe .
Pisrson, Helcring & Plarson (Curagen) NoV, opencd its doors in Quragao in 1954, Tho
Materdam-fotterdan Ecnk NeVs has incorporated in December 1976 a fully-owncd subsidiary
nemad Ao Bank Overseas NeVe, which opcned a separate office in the seme building where
Plarsan, Heldring & Plerson (Curageo) NeVe is residing.

Sesides having a range of brenches and agnnc:les‘ to serve the local business community,

w Algemens Benk Nederland N.V, hes chosen the Netherlands Antillss ea e hase to conduct
offshore benking business, In edditicn to. its trenches ssveral subsidiaries heve been
incorporated, all operating through the mein office in Curagao. NV, Edwards,Henriquez

) Ol'J'o International Bank, Sonaire Commercial Bank .N.V. end Qragao Finence Corpcration
“NqVe provide banking services; Algemene Bank Nederland Intsrnaticnal NeVe and Mces &

‘ Mope F;nmca NeVe act as financs subsi'diariu. Recently Nederlandsche Middenstandsbank
epened a branch office in Curegeo end also incorporated a subsidiary NMKE Finance
Compeny (Curagac) N.V. exclusively for offshore banking.

Bmnco Real S.A, is also represented with a branch in the Netherlands Antilles, but haa
mot sct up an office yet, . )
Ihoorporated by foreign banks end reprosented with an effice are Danco Mercantil Venc-
selano NV, ond Inarco Intermationel Bank N.Ve Tha former has its offico in Curogao and
the latter in Aruba, Not becked by banks but owned by fomig'n individuals or entitics arae
hemational Investment Bank NoVe Curagso , First Cursgac Intornational Bank NeVe

Omxngao , North Amcrica Bank & Trust Compony NeVe, Ste Maarten, which all hevo opened




e
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operating offices, and Dritish National Benk of Commerco N.Ve and [uro-Caribbeon
DPanking Corporation NeV., both established in Curageo but no  offices have been
opencd ycte In the past mure captive banks were 1ncorp.uruted, but the licences were
withdromn or expired or they were riot licensed at all, '
In ndditio.n to abovementioned banking '1n5titutims. the foliming banks have also
been incorporaied in the Netrerlends Antilles end licensed by the Central Bank, They
& 811 affilioted to foreign banks. A few of them are not yet in operation end none

have opened domestic operating officest

= ML T Bank International NeVe

= levaro Bank Overceas NeVe !
"o The Bank of Nova Scotia International Curegeo NeVe '

- Heavenburg Overzee Bank NeVe : O
« Partnership Pacific Bank NeVe

« Banque te Paris et des Pays Bes (Curagao) N.V. : )
= Internaticnal Commercial Buark of Curegac NeVe

« Orocker Intermational Benking Corporation NGV,

« F. van Lenechot Bankiers (Curagao) NeVe

« Interunion Bank (Antillas) NeVe

Beveral foreign banks have been set up subsidieries for finence, investment or holding
activities, Some of them ere licensed to act as @ credit institution, They are:

o Beyerische Vereinsbank Oversees Finance NeVe
o Quregeo Tokyo Holding NeVe .
e 1sis Curegeo NoV,
« leumi Intemational Investments NeV, )
The Industrial Bank of Jepan Finance Compeny NJVe -
fociéts Financitre Europdenne Finence Company NeV. - o O)

The Long Term Oredit Baink of Japan Finance NeVe
Trade Development Finance (Metherlands Antilles) NeVe
Wells Fargo International Firnancing Corportation NeV.
¥illiems end Glyn's Finance NeVe

IO I I O I |

e volume of offshure banking operations through the Netherlands Mtillcs is not
yst fully known, The offshore departments of the generally licensed bunks reporiced
88 per the end of 1976 a total amount of £, 572.9 million cs foreign asseta ond

e 516,9 million as foreign lisbilities, The restrictcd offshore baks do not reporg

t® the Central Dank nor do they publish ccparate balance sheets, Consequently nn

figures are ovailnblc,
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Offstore incurance cornanies,

Thore is no soecific law in the Netherlands Antilles rugulating inasurunce companies,
Ohly life insurance compenies, being cracit institutions, ere supervisod by the
Contral fank. This presents en opportunity for large incustrial end commercisl firms
%0 insure their ovcrseas of foreign risks by forming wholly-omed insurence componics
Mtims refcrred to as "captive” insurance companies.

The advantnges for the parent corporation of such captive insurence comconies lie

#n the possibilily of hawving risks insured which the normal world-wide insuronce
merket would not fully eccept, Tha differencc between the premium received by the
captive insurance company and thc premium paid to re-insure tha risks es fer es
possible, con be accumulatad and invested at preferentiel tax rates. Ro-incurence
compenics are elso represented by offshore subsidieries in the Netherlonds Antilles,
As per the end of 1978 about 60 insurance companies hed been incorporatsd for

eanducting of fshore operations,









