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PREFACE - information and methodology used
for the evaluation of Curacao

1. The Evaluation of the anti-money laundering (AVANd combating the financing of terrorism
(CFT) regime of Curacao was based on the Forty Rewndations 2003 and the Nine Special
Recommendations on Terrorist Financing 2001 ofRmancial Action Task Force (FATF), and
was prepared using the AML/CFT Methodology 2004 he evaluation was based on the laws,
regulations and other materials supplied by Curagad information obtained by the Evaluation
Team during its on-site visit to Curagao from Auge@® to September22011, and subsequently.
During the on-site visit the Evaluation Team methwofficials and representatives of relevant
Curacao government agencies and the private sedttist of the bodies met is set out in Annex 2
to the mutual evaluation report.

2. Curacao had its first CFATF Mutual Evaluationl®99 as part of the Netherlands Antilles and the
second round Mutual Evaluation in October-Novenf@d2. This Report is the result of the third
Round Mutual Evaluation of Curagcao as conductecthim period stated herein above. The
Examination Team consisted of Mr. Robin Sykes, Legaert (Jamaica), Mrs. Cheryl Greenidge,
Financial Expert (Barbados), Ms. Maxine Hypoliter®@s, Financial Expert, (Trinidad and Tobago)
and Mr. Martin Tabi, Law Enforcement Expert, (Campd he Team was led by Ms. Dawne Spicer,
Deputy Executive Director, CFATF Secretariat. MdejAndra Quevedo, Legal Advisor, CFATF
Secretariat attended as an observer. The Exmsfitsared the institutional framework, the relevant
AML/CFT laws, regulations, guidelines and other uiegments, and the regulatory and other
systems in place to deter money laundering (ML) #rel financing of terrorism (FT) through
financial institutions and Designated Non-Finan&akinesses and Professions (DNFBPs), as well
as examining the capacity, the implementation hedceffectiveness of all these systems. The Team
would like to express its gratitude to the Governhwd Curacao.

3. This Report provides a summary of the AML/CFTaswres in place in Curacao as at the date of
the on-site visit or immediately thereafter. Isdebes and analyses those measures, and provides
recommendations on how certain aspects of theraystelld be strengthened (see Table 2). It also
sets out Curacao’s levels of compliance with th& FA0+9 Recommendations (see Table 1).

! As updated February 2008.
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Executive Summary

Background Information

1. This Report provides a summary of the anti-monayndiering (AML) and combating the
financing of terrorism (CFT) measures in place ird@ao during the period August 22 and
September 2, 2011(the date of the on-site visity anmediately thereafter. The Report
describes and analyses those measures and progmamendations on how certain aspects
of Curacao’s AML/CFT system can be strengthenet.aldo sets out Curacao’s level of
compliance with the Financial Action Task Force TF) 40 + 9 Recommendations (See. Table
1 ‘Ratings of Compliance with the FATF Recommenddiions

Key Findings

Curacao has a relatively small open island econaevitis, tourism as its main economic
pillar. The Island’s geographical location, tourjsmlative easy logistical accessibility,
high mobility of goods and services, pose threatetims of illegal activities like drug
trafficking and money laundering (ML). While the aumt of money related to ML is
difficult to quantify, most of the ML activities arrelated to drug trafficking. With
regard to terrorist financing (TF), the Curacao Harities indicated that Jihad and /or
the financing of Jihad related terrorism have retrbobserved in Curacao. Although,
there has been potential links made to participatiothe FARC in drug trafficking via
the Island, no concrete activities have been dedect

There are three forms of ML (intentional, culpalded habitual), which are
criminalized in the Penal Code. However, the pssisa of materials or substances in
Tables | and Il of the Vienna Convention is notgnalized. Offences for preparation
and TF do not meet the requirements of the Tetrétiisancing Convention. With
regard to the operation of the FIU (MOT), Articksl6 and 22 of the NORUT contain
provisions that risk interference in the operatminthe Unit andthe protection of
information.

The Central Bank of Curacao and Sint Maarten ipaesible for the regulation and
supervision of the financial services sector in &ao; due to the nature of their
activities, pension funds do not fall within the AKCFT regime. While the Central
Bank has powers of enforcement (i.e. penaltiesergrdadministrative finesand
withdrawal of licenses) for non-compliance, it wiasind that the Central Bank has
only issued instructions to financial institutiosd so there is insufficient evidence in
support of a laddered approach to sanctioning at the sanctions are effective
proportionate and dissuasive.

DNFBPs are supervised by the Central Bank, the(MOT) and the Gaming Control

Board (GCB). With regard to the DNFBP sector, Bwaluation Team found that the
threshold for identification requirements for casinis too high; that there are no
legislative requirements for CDD when carrying agcasional transactions under
circumstances covered by the Interpretative No®RoVI. There is also no legislative
requirement for service providers to conduct ongailue diligence on the business
relationship and the NOIS permits full CDD exemptioather than reduced or
simplified CDD for low risk situations.

The non-profit sector in Curacao consists of twoety of entities that meet the FATF
definition of NPOs: foundations and association8lthough, there is no specific
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supervisory framework for the NPO sector as defimgdhe FATF, the monitoring of
the non-profit sector in Curacao occurs in varisays; including registration with the
Chamber of Commerce. However, there has beenaemtreeview of this sector with
regard to vulnerabilities for FT and there is n@euwisory programme in place to
ensure the NPO sector’'s compliance with the AML/Q&gal framework.

* In Curacao, national cooperation and coordinatiakes place through various
mechanisms such as the CIWG and periodic meetiatygselen Customs, Tax Office
and the PPO or between the PPO and the FIU (MOAgreTis an insufficient amount
of officers in the PPO assigned to handle mutiugdllassistance requests. With regard
to resources, there is a need for additional huresources in both the FIU (MOT) and
the BFO.

Legal Systems and Related Institutional Measures

2. ML offences pursuant to Articles 435a to 435c & Benal Code are in accordance with Article
3 paragraph 1(b) of the Vienna Convention. Withardgto Article 6 of the Palermo
Convention, the definitions contained in the Peébadle do substantially meet the requirements
of the Convention. The Penal Code is very cleatsimpplication to residents of Curacao who
have committed offences abroad and to the treatwfeotfenders where the proceedings are
being transferred for trial in Curacao based omeafly with the State in which the offence was
committed. However it is not clear that the laviCuracao allow for the prosecution of all
serious offences committed abroad which have copateoffences in Curacao. Under the
Penal Code a person does not have to be convittegedicate offence as a prerequisite for
prosecuting a ML case. This position has been stgpby case law.

3. All of the designated categories of offences aedigates for ML and there is no threshold
approach. Article 4 of the Penal Code provides tha laws of Curagcao will apply to any
person who commits offences listed in that secfiooluding terrorist offences) outside of
Curacao. The Penal Code also makes provisionrfoitlary offences; however the ancillary
crime of preparation is only applicable to offenedsch carry a penalty in excess of eight (8)
years. Accordingly, participation will not apply tulpable ML since it only carries a penalty
of four (4) years.

4. With regard to SR. Il, the provisions in the laviated to TF do not meet the requirements of
SR Il as a result of several deficiencies arising af the definition of certain terms and the
Examiners’ inability to determine whether thesem®rincluded the specific elements of the
offence of TF and other related terrorist actigti€See. Paragraph 282 of the MER). There are
provision in the Penal Code and the Penal Procedtioele that deal with freezing, seizure and
confiscation of property, including the proceedsiime. These measures include the seizure
of items such as letters and packages, seizuréewisirelated to specific offences and the
seizure of items related to a criminal financialastigation. With regard to confiscation, there
are two key measures the first of which entails tloafiscation of assets owned by the
convicted person and the second which relates @octimfiscation of all the items that are
illegally possessed by the convicted person. Caréaga a strong regime for confiscation which
provides for the rights of third parties and haszén and seized assets relating to ML and
predicate offences. There have however been ne adskeeezing, seizing or confiscation of
assets in relation to TF or criminal proceedingscé the statistics included data for other
Islands, the Examiners had difficulty in assessthg true effectiveness of Curacao’s
confiscation regime.

5. The National Decree of September 28 2010 seeksptement UNSCRs 1267, 1333, 1363,
1373, 1390 and 1526. To date, there have beerasesovhere the assets of either locally
designated terrorists or persons on the UN listiedeting to the Taliban, Al Qaida or Osama
bin Laden has been identified or frozen. The Exation Team found that Curacao’s regime
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10.

11.

for freezing assets of terrorist entities was breadugh to cover the categories of property
classified as subject to confiscation in R.3. Hogrethe procedures for de-listing of persons
and unfreezing of assets are not publically knotliere is lack of guidance to non-financial
entities and individuals and there is no structiane monitoring compliance outside of the
financial sector.

The FIU (MOT) was established as an administrafiNg in 1997 pursuant to the NORUT and
it falls under the Minister of Finance. It has begnactive member of the Egmont Group since
1998. Executed and intended unusual transactiarteflJTRs) are made either electronically
or in hard copy to the FIU (MOT) by both financiaktitutions and DNFBPs. The analysis of
the UTRs is advanced through a system of ‘alertictviis used to identify and prioritize the
need for further analysis and also through othfrination such as newspaper articles, local
and international requests for information and FAdarfd Egmont typologies. The Examiners
noted however that based on this process someteepdiTRs will never be analyzed by the
FIU (MOT) and concluded that this would have amretffon effectiveness.

The FIU (MOT) provides a substantial amount of guick to reporting entities through training
sessions and public media interviews. There aveekier insufficient trends and typologies in
the FIU (MOTs) annual report. As a supervisor fadHBPs, the FIU (MOT) has provided
training to these various sectors. With regar@ddoess to information, the FIU (MOT) has
direct and indirect access to databases of lawegritent and other agencies such as the Civil
Registry.

With regard to the independence and autonomy oftble(MOT), an issue arises with regard
to Article 4 of the NORUT, which provides that thknister of Finance is the manager of the
database and can draft regulations with regartidalatabase and is responsible for its proper
functioning. The Minister has delegated his poweith regard to the database to the Head
FIU (MOT). However, there is no disposition in tlegislation that prevents the Minister of
Finance from exercising his powers and directly agiamg the database. In practice however,
the Head of FIU (MOT) has always managed the datalaad the Minister of Finance has
never interfered in the operational activitiestwf £FIU (MOT). The appointment, suspension or
dismissal of the Head and other personnel of thie(MOT) can only occur after a hearing by
the Guidance Committee, with the recommendatiothefMinster of Finance in consultation
with the Minister of Justice. The Examination Tefand that the current composition of the
Guidance Committee could lead to undue influendaterference.

A security test conducted by the FIU (MOT) with aedj to the security of its IT system
concluded that the system was well safeguarded fracking. The Examiners were however
concerned with the provisions of Articles 4, 16 @&adof the NORUT, which present a risk to
the proper protection of information since a persan be informed about the personal data
contained on them in the database. Effectiveresses with regard to the FIU (MOT) as it
pertained to the lack of sufficient human resourtes approval process for cases and the use
of a letter on a case by case basis to obtain sitadéaw enforcement databases were noted.

All AML/CFT investigations are conducted under theection of the PPO. The BFO and RST
are the two main units that conduct ML investigagio The UFCB, which is established under
the CPD is responsible for receiving all disclosufeom the FIU (MOT) for all law
enforcement authorities on behalf of the PPO. WREB is however facing important issues
with regard to its structure, resources and opmrati With regard to FT, Authorities have
reported that they have never investigated su@se.c

There are multiple powers available to the Authesitthat assist in the investigation and
prosecution of ML and TF offences. Upcoming refortnsthe Penal Code are expected to
improve the investigative tools available to thdiggo During the on-site, law enforcement
noted that obtaining a Court Order to compel prtidacof documents and information from
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12.

reporting entities or the search of persons or @esnwas challenging. The Examiners were of
the view that this issue could affect effectiveness

Curacao Customs is currently using a disclosuréesydor monitoring both incoming and
outgoing cross-border transportation of currendye mew declaration cards no longer request a
cross-border transportation declaration and sadhairement to make a truthful disclosure is
not clearly identified at the border. However, tAathorities were working on additional
solutions to raise public awareness. There is adspower to stop or restrain currency where
there is a suspicion of ML or FT and no indicattbat entities or individuals associated with
terrorist activities listed by the UN are being ritored. Based on an agreement with the police,
all cases concerning the transport of money ark wéh by the BFO and completed forms are
sent to the FIU (MOT).

Preventative Measures — Financial Institutions

13.

14.

15.

16.

The AML/CFT framework for the financial sector oli@cao constitutes executive decrees,
regulations, and provisions and guidelines (P&GH)e preventative measures contained in the
P&Gs (CDD, reporting and record keeping measurestre implemented by all supervised
institutions. The NORUT and the NOIS contain pravis for the Central Bank to conduct
examinations and test AML/CFT compliance. The lale® cover the sharing of information
with other competent authorities.

With regard to CDD, pursuant to the NOIS the servicovider is obliged to establish the
identity of the client and the ultimate interesfetty using reliable and independent sources.
Additionally, verification of the identity of noresident clients must be obtained under the
relevant P&Gs. A review of the CDD verification nse@es forms an integral part of a Central
Bank onsite examination. There are however no legre requirements for CDD when
carrying out occasional wire transfers in circums&s covered by the Interpretative Note to
SR.VII or for service providers to conduct on-goithge diligence. The NOIS also allows for
full exemption from CDD rather than reduced CDD ahd sector specific P&Gs do not
conform to the NOIS as it relates to the timingefification for non-resident clients. There are
also issues with regard to non-life activities mgole under the NORUT and CDD under the
NOIS, and the failure of the P&Gs for CI to limit simpdfi CDD to circumstances where
Curacao is satisfied they are in compliance witll &ffectively implementing the FATF
Recommendations.

With regard to PEPs, the relevant P&Gs provide fir@ncial institutions should conduct
enhanced due diligence for high risk customerduding PEPs, their families and associates.
Financial institutions must make reasonable efftot@scertain that the source of wealth or
income is not from illegal activities. The P&G f@l (credit institutions) contain specific
provisions on correspondent banking activities sastfully understanding and documenting
the nature of the respondent’s banks managemertiusidess activities. However the P&G for
Cl does not explicitly require that credit instituts assess the respondent’'s AML/CFT controls
or ascertain whether they are adequate and eféectiv

There are complete measures in place to deal hatlmisuse of technological developments in
ML or FT schemes and the relevant P&Gs for Cl, Bh@&: IB require financial institutions to
have policies and procedures in place that addhessisks associated with non face-to-face
business relationships or transactions. Requirgsrfenthird parties and introduced businesses
are also fully dealt with under the P&Gs for CI d6d& IB.
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17.

18.

19.

20.

21.

22.

23.

There is no secrecy law in place in Curacao thhibits the implementation of the FATF
Recommendations by financial institutions. Pursuantarious national ordinancdesinancial
institutions are required to provide the CentrahiBwith information to enable it to exercise its
supervisory function. The Central Bank cannot haveexchange information with the
supervisory arm of the FIU (MOT) or GCB. Furthéne FIU (MOT) in conducting its
supervisory function cannot disclose informatiorimdomestic supervisory counterparts and
the GCB cannot disclose information to nationahtgrnational supervisors.

With regard to record keeping, the NOIS stipulatikeat service providers are under an
obligation to keep relevant data (name, addreg® ©f account etc.) in an accessible manner
until five (5) years after the termination of thgr@ement or until five (5) years after the
performance of the service. Additionally, the P&&=ecify that financial institutions must
ensure compliance with the record keeping requintsneontained in the relevant ML and FT
legislation. There is however no explicit requireme law or regulation for IC & IB and
MTCs to maintain business correspondence for tipedties for the requisite period.
Additionally, there is no explicit requirement iaw or regulation that requires financial
institutions to ensure that business correspondenegailable on a timely basis to domestic
competent authorities.

With regard to compliance with SR. VIl a generadtinction is given to credit institutions
requiring them to observe the latest Interpretafioge for SR. VII and apply the relevant parts.
There are no explicit mandatory provisions in ti8&GRB regarding requirements on beneficiary
institutions to apply risk based procedures whealidg with wire transfers that are not
accompanied by complete originator information.diidnally, the lack of complete originator
information is not a subjective indicator for asseg whether a wire transfer is suspicious and
should be reported to the FIU (MOT).

According to the P&Gs for ClI, IC & IB and for MT@nancial institutions are required to pay
special attention to all complex, unusual largengeations and all unusual patterns of
transactions, that have no apparent economic ileiwful purpose and to put those findings
in writing. However, there is no requirement foosh findings to be kept for at least five (5)
years or that they be made available to the awditorother competent authorities. Financial
institutions must also pay special attention toiless relationships or transactions from
countries that do not or insufficiently apply th&T+~ Recommendations. The Examination
Team however found that there were insufficienttruddions issued regarding counter-
measures where countries continue to insufficiesyiply the FATF Recs.

With regard to the reporting of suspicious transast, UTRs are submitted to the FIU (MOT)
based on either objective or subjective indicatof$ie Evaluation Team found effectiveness
issues with regard to reporting suspicious reptuts to a heavy reliance on objective reports,
the prescriptive list of indicators and insuffidieifexibility for reporting entities to identify
suspicion of ML or FT.

There are adequate internal controls, complianoetions and audit to test compliance for
financial institutions in Curagao. Fully adequatéL/CFT provisions are also available and

applicable to foreign branches and subsidiarielso As a result of licensing requirements, shell
banks cannot be established in Curacao.

The Central Bank is an independent supervisory agityhfor the financial sector which
comprises credit institutions, insurance companpesision funds, insurance intermediaries,
investment institutions, administrators, companyudf service providers and securities

Z Article 12 of the NOSBCI, Article 28 of the NOSIArticle 18 of the NOIB, Article 78 of the RFETCSM,
Article 36 of the NOSIIA, Article 36 of the NOSIIAArticle 22h paragraph 4 of the NORUT and Articlgé 1
paragraph 4 of the NOIS

10
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24.

exchanges. Financial resources are budgeted ayrtoatlire and train staff in the Central
Bank’s supervision departments. The Examiners camiecl that the limited number of AML
onsite inspections did into definitively demonstratiequacy of the supervisory powers. Based
on the NORUT and NOIS, the Central Bank has thhaiiy to impose sanctions on financial
institutions for non-compliance. However, the ramd sanctions available to the Central Bank
under the various Ordinances is uneven and effautiss could not be determined due to the
limited use of the sanctioning power.

Money transfer companies (MTCs) operate in Curggasuant to the legal provisions of the
RFETCSM. A foreign exchange license is necessapphduct the business of a MTC. There
is however no legislative requirements for CDD wilearrying out occasional wire transfers or
for service providers to conduct ongoing due diligee on business relationships. There are
also issues with regard to a specified subjectidécator for identification problems for MTCs
in the NORUT; the timing of verification of non-ident clients and the non-maintenance of a
current listing of agents by MTCs.

Preventative Measures — Designhated Non-Financial Binesses and Professions

25.

26.

27.

In addition to executive decrees and regulatidms,l¢gal framework for DNFBPs in Curacao
also includes specific P&Gs (AML/CFT directives) fDNFPBs supervised by the Central
Bank and the FIU (MOT). There are also nationdir@nces for the supervision of investment
institutions and company (trust) service provideks. Island ordinance and the Minimum
Internal Control Standards (MICs) deals with thsima sector. The casino sector is supervised
by the Gaming Control Board. Both the guidelinesued by the FIU (MOT) and the MICS
issued by the GCB for casinos are not considerdfiefroenforceable means’, which
substantially affected the level of compliance ViR, 8 and 9 by DNFBPs.

At the time of the Evaluation, a pilot programmetesdt audits was being completed by the FIU
(MOT) towards commencement of a supervisory regimaonitor compliance. As such, there
was no effective supervisory regime in place to eoncompliance of the DNFBPs with
AML/CFT obligations under the authority of the FIMOT). The provision of services
dealing with the organization of contributions fiwe creation, operation or management of
companies and the provision of nominee servicesiatetnet casinos are not subject to the
AML/CFT provisions of the NOIS and NORUT.

With regard to R. 16, the Examiners found thateheas ineffective reporting of UTRs by
DNFBPs. Additionally, the deficiencies identifiéok R. 13 & 14 and R. 15 & 21 were also
applicable to DNFBPs. With regard to the supeovisand monitoring of DNFBPs, there is no
supervision of internet casinos for compliance WAtML/CFT obligations; the FIU (MOT)
lacks resources to effectively supervise DNFBPgestito AML/CFT regulations and there are
no P&Gs for internet casinos. Additionally, thdidiencies identified for R. 17 and 29 are also
applicable to DNFBPs supervised by the Central Bank

Legal Persons and Arrangements & Non-Profit Organiations

28.

With regard to legal persons, Curacao has a syefecentral registration in place, which is
regulated through the Commercial Register Act (CRXgcording to Articles 3 and 4 of the
CRA all businesses and legal entities, excludinglipdaw entities, established in Curacao
must register with the Commercial Register. Thermiation in the Commercial Register is
available to the general public and is easy tosxoa line. According to the NOIS (Article 2),
the supervisory authority may issue regulation®abe identification of clients and beneficial
owners. The Examination Team found that therenisystem in place to register information
about the ultimate beneficial owner (UBO) and thiemneo procedure to have the UBO available
to competent authorities in a timely manner. Ther@ punitive provisions under the CRA,;
however the Chamber of Commerce has no adminigratnctioning power. Local persons

11
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are not permitted to hold bearer shares. For iatemmal companies there is an obligation to
take bearer securities into safe custody, howeheret are still some bearer shares in
circulation.

29. Pursuant to the NOIS and the NORUT, the CentralkBarentrusted with the supervision of
company (trust) service providers and has the atitig, among other thing® verify the
compliance by the TSP with the requirements of tifieation and verification of the UBO.
The Examiners concluded that not all competentaaitibs have information on UBOs in a
timely fashion.

30. Both local and international NPOs are obliged wister and file any registration information
changes with the Registry of the Chamber of Commeérbe focus on the NPO sector has been
minimal so that there is no outreach programme KILAFT training in place for the NPO
sector. Additionally, no training has been givertltie financial institutions with regard to the
risks of the NPO sector. NPOs do not have an dinbigato keep financial information on
transactions or to submit statements to the ChambeCommerce or any other relevant
authority.

National and International Cooperation

31. The CIWG was established by law in 1990. Accordinghe list of representatives to the
CIWG is prescribed by National Ordinance; howeverée is some flexibility with regard to
adding representatives. The PPO represents lawvcemfient and so the FIU (MOT), the BFO,
RST and UFCB are not members of the CIWG. Thisnedsd as a deficiency since it was felt
that there should be some representation of opeadtcompetent authorities on the CIWG.
There is also no national committee or working gréar competent authorities only.

32. The Vienna and Palermo Conventions and the Cororefbr the Suppression of Financing of
Terrorism are in force for Curacao. With regardreasures for dealing with UNSCRs 1267
and 1373, Curacao has an administrative freezingseéts framework in place. Where the
entity is designated under the UN Listing, the Zirg is automatic. Under the Protocols for the
locally designated terrorists, there is a procdsimformation gathering and investigation for
the PPO to mount a freezing action under the cailaw. Given the requirements for
investigations to ground such an action, this faihfreezing under the criminal law is not
“without delay. There is also no provision in law to deal wthragraph 4(a) of UNSCR 1267.
Additionally, TF is not criminalized in accordaneeith the TF Convention which is a
hindrance to mutual legal assistance. There neets full implementation of the Vienna and
Palermo Conventions.

33. With regard to extradition, there is no requirem@ntommence prosecution against a national
of Curacao (who is immune from extradition) wherere is a request from a foreign state or
where it pertains to FT matters. It appears thattrmompetent authorities are able to cooperate
with their foreign counterparts at operational,igoland administrative levels. Although law
enforcement authorities have the authority to emghanformation with foreign counterparts,
there is no clear mechanism in place allowing fmrhsexchange of information with foreign
counterparts to take place. The same is applidablbe sharing of information pertaining to
FT. There is also no clear mechanism that allowséntral Bank, the FIU (MOT) supervisory
arm or the GCB to conduct enquiries on behalf ofifph counterparts.

Other Issues: Resources and Statistics
34. With regard to resources, a lack of adequate ressunas resulted in a lower percentage of
analysed UTRs. The high number of vacant positiorike FIU (MOT) reduces its capacity to

analyse and supervise. The Examination Team alsadfthat there was a need to strengthen
domestic capacity with regard to specialist prosmsuand the judiciary. Potential challenges
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35.

with resources available for AML/CFT supervisiordaegulation of financial institutions was
also noted.

Curacao needs to improve its system of maintaistagjstics. The Examiners found that no
statistics were being kept on the exchange of in&tion between law enforcement authorities
other than those related to mutual legal assistartoere was also no statistics on the type of
legal assistance that was requested and the top@ed to respond to requests for mutual legal
assistance. The PPQO’s database is not segregdtectgard to its different activities.
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MUTUAL EVALUATION REPORT

GENERAL

General information on Curacao

Curacao has an area of 444 square kilometres anocaged in the Southern Caribbean
approximately 60 kilometres off the coast of Vereau Its population stands at 142,180
(January 1, 2010) Curacao is a multicultural sgci€he official languages are Papiamentu,
Dutch, and English; Spanish is widely spoken.

Economy

2.

The size of Curacao’s economy, measured by GrosseBiic Product (GDP), amounted to

US$3.0 billion in 2010, with a GDP per capita of$28,800. During the past five years, the
economy grew by an average annual rate of 1.2%ethaomy of Curacao suffered also from
the global recession, reflected by a contractionesd GDP of 0.5% in 2009. In the national

accounts, financial intermediation has the largdsire in gross value added of the private
sector (24%) because of the prominent presendeeaiternational financial services industry
in Curacao. Financial intermediation is followed t®al estate, renting & business activities
(18%), trade (14%), transport, storage & commuiacat (10%), and manufacturing (9%). It

should be noted that tourism is one of the maimeguc activities in Curacao, but it is not

considered a separate sector in the national atxotiherefore, tourism activities are spread
over various sectors, the most important of whigdt &otels & restaurants; trade; transport,
storage & communications; and real estate, rer&irfgusiness activities. The unemployment
rate amounted to 9.7% in 2009, compared to 10.32008. The inflation rate reached 1.8% in
2009 and 2.8% in 2010.

System of Government

3.

Prior to October 10, 2010, the date on which théh&igands Antilles was dissolved, Curacao
was one of five island territories of the NethedsrAntilles. On October 10, 2010, Curagao
became an autonomous country within the KingdornthefNetherlands. The Kingdom of the
Netherlands consists now of four countries: thehsigands, Aruba, Curacao and Sint Maarten.
For Curacao, the new status means an increasedoawyoin the fields of legislation, justice
and executive power. The political system of Cusaizaa parliamentary democracy, and is
based on underlying human right fundamentals, siclfreedom of association, the right to
form political parties, freedom of the press, am@filom of speech.

Curacao has full autonomy on most matters, exceptHose mentioned in Article 3 (see
below), of the Charter for the Kingdom of the Netheds. Paragraph 2 of the Charter regulates
the conduct of Kingdom affairs and in paragraph f4tlee Charter the constitutional
organization of the countries within the Kingdom thfe Netherlands is regulated. The
Constitution of Curagao was ratified in Septemb@t@ and entered into force on October 10,
2010.

Her Majesty the Queen is the Queen of all the a@mtvithin the Kingdom of the Netherlands.
The Governor of Curagao though acts as the repmdsan of her Majesty the Queen in
Curacao and is appointed for a six-year term byDRb&ch monarch. His role is dual: on a
national level (Curacao) the Governor does notygaotitical responsibility and primarily has a
representative role. However, as Kingdom Governmeptesentative he can intervene if
national legislation and decisions contravene Kamgdules and legislation, and international
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treaties. The government system is based on e olitica, which means a clear division
between powers of the executive, legislative amticjal system. The Prime Minister, who
chairs the Government, together with the CouncMafisters forms the executive power of the
Government of Curacao. The Prime Minister and othaisters are appointed for four-year
terms. Legislative power is shared by the Governnzen the Parliament. The Parliament
comprises of twenty-one (2inembers elected by direct, popular vote to sesueyear terms.

6. The judicial system of Curagao, which has mainherbalerived from the Dutch system,
operates independently of the legislature and ttecwgive powers. Jurisdiction, including
appeal, lies with the Joint Court of Justice of &ao, Aruba, Sint Maarten and of Bonaire, Sint
Eustatius and Saba (“Joint Court of Justice”) ahd Supreme Court of Justice in the
Netherlands.

The Governor as an organ of the Kingdom

7. The powers, obligations and responsibilities of@wvernor as an organ of the Kingdom of the
Netherlands are prescribed in the Regulationshi®Governor (N.G. 2010, no. 57), which were
issued based on the Charter of the Kingdom of tathé&flands (“Charter”). The Governor is
authorized, within the limits of these regulaticarsd the instruction of the Crown, to act on
behalf of the Kingdom Government. This applieshe tollowing Kingdom affairs (Article 3,
paragraph 1, of the Charter):

1. maintenance of the independence and the defertbe &ingdom (Commander of
the Armed Forces);

2. foreign relations;

3. Netherlands nationality;

4. regulation of the orders of knighthood, the flagl #me coat of arms of the
Kingdom; and;

5. regulation of the nationality of vessels and layilagvn standards required with
regard to the safety and navigation of seagoingelsslying the flag of the
Kingdom, with the exception of sailing ships;

6. supervision of the general rules governing the adimn and expulsion of
Netherlands nationals;

7. general conditions for the admission and expulsicaliens;

8. Extradition.

8. Other matters maybe declared to be Kingdom aftaireommon accord (Article 3, paragraph
2, of the Charter). In addition, the Governor hlas &uthority, for example in the event of
disasters, to make parts of the Armed Forces dlaita the Government of Curacao.

The Governor as an organ of the country Curacao

9. According to the Constitution of Curacao, the Goeer as a representative of the Dutch
monarch, is the formal head of the Government afa€ap. The Council of Ministers chaired
by the Prime Minister exercises the executive poart is responsible to the Parliament of
Curacao. The Governor presents the draft natiomattenents to Parliament for approval and
decrees them after this approval has been obtafdeblsequently, he sees to it that these
national enactments are promulgated.

Legal system
10. The legal system used in the Kingdom of the Ne#mei$ is based on civil law, where as

primary source of law the legal code is used. Gamdg an integrated part of the Kingdom of
the Netherlands, together with Aruba and Sint MaariThe legal system of Curacao knows
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different types of laws on different levels. O flevel of the Kingdom there are The Charter
(Statuut) and other legislation (“rijkswet- en riegeving) that have force of law within the
whole Kingdom and are published in the various df&tl Gazettes of the four countries within
the Kingdom.

11. There are also provisions and Guidelines (issuetthéyentral Bank under legal authority) and
Minimum Internal Control Standards (MICS — Gamimglustry). Explanatory Memorandum
and other instruments such as jurisprudence, gowdrgance and good practice are also used
as part of the legal system. On the national Iéwé&hin Curacao) you have the Constitution,
National Ordinances, National Decrees and Miniatddiecrees. The hierarchy of these laws is
in order as is mentioned. They are all publishethan National Gazette or the “Curagaosche
Courant”. The legislation concerning the combatiignoney laundering and financing of
terrorism is enacted in National Ordinances, Nati@ecrees and Ministerial Decrees.

Transition Legislation

12. Up until October 10, 2010 the five islands of thetierlands Antilles constituted one
jurisdiction, with Netherlands Antilles law as theverning law. Upon the dissolution of the
Netherlands Antilles, Netherlands Antillean law s to exist. Curacao became a separate
country within the Kingdom, with its own governmeanrtd laws, which required adaptation of
the legislation, public administration and finacia supervision.
Although (most of) the applicable laws did not ajparmaterially, some amendments were
necessary to reflect the constitutional changes. (eplacing references to the Netherlands
Antilles with references to Curacao). These amemdsnare laid down in the National
Ordinance for the implementation of the additioAaticle | of the Constitution of Curacao:
‘National Ordinance settling different national iorahces for the country Curacao’ (N.G. 2010,

no. 87).
13. Article 5 of theNational Ordinance general transition legislatiord ajovernance states the
following:
= The national ordinances of the Netherlands Antiled the Island ordinances

of the Island territory of Curacao referred to irtiéle 1 will acquire the status
of national ordinances of Curacgao;

= The national decrees containing general measurdsedfetherlands Antilles
and the Island decrees containing general measiitég territory of Curagao
referred to in Article 1 will acquire the statustinaal decrees containing
general measures of Curagao;

= The other decrees of a regulatory nature of théa@tktnds Antilles referred to
in Article 1 will acquire the status of ministeridécrees with general operation
of Curagao

14. All references to the Netherlands Antilles in thional ordinances, the national decrees and
ministerial decrees mentioned in Article 5, arelaepd with references to Curacao (article 6,
paragraph 2). With regard to the financial sugeovi, some National Ordinances have been
replaced with new legislation for Curacao and $atarten jointly (the Central Bank Statute
and the Regulations for Foreign Exchange Transasti€uracao and Sint Maarten
“RFETCSM”). With regard to Conventions/Treatiesigthwere in effect for the Netherlands
Antilles before October 10, 2010, they have renineeffect for Curacao.

(a)Transparency and good governance principles

Transparency policy of Curacao
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15.

16.

17.

18.

Transparency of legal persons and arrangement$ aitmost importance when combating
money laundering and terrorist financirapd accordingly Curacao recognizes tlilag
availability of adequate, accurate and timely infation on the Ultimate Beneficial Owners
(UBOs) (direct or indirect qualifying interest 06% or more) of companies operating in or
from a jurisdiction is crucial. Curacao has sevdcaimplementary) mechanisms in place to
prevent the unlawful use of legal persons.

The introduction of the National Ordinance on Idfisdation when rendering Services as lastly
amended by N.G. 2009, no 66 (N.G. 2010 no. 40) @Qh 1996 assures that financial
institutions and company (trust) service providebain and document the identity of their
clients even in cases where the client is repregdoy a third party.

The NOIS was amended in November 2009 and extemdtddthe requirement to identify
beneficial owners in accordance with this legislat(article 1, section 1, under j. and k. in
conjunction with article 2, section 1, and articksb, 6 and 7). The definition of beneficial
owner in this legislation covers an interest holoea corporate entity (including partnerships,
corporations etc.), a trust and a private foundati®rior to this amendment of the NOIS the
supervised entities were already subject to thagatibns to identify and verify the beneficial
owners of their clients based on the Provisions@uidielines (P&G).

The introduction of new legislation on legal pers@@ivil Code Book 2) was also a significant
step to diminish the use of bearer shares. Thassuof bearer shares is in principle not
allowed. However a client can request that a comparovide him with bearer shares
certificates. In those cases, the Ordinance confaiavisions for the company to comply with
traceability conditions if so desired. The NatioBecree Custody Bearer Share Certificate
(N.G. 2010 no.36) was furthermore enacted to seifwatebearer shares are kept in custody in
order to secure knowledge of the Beneficial Owné&rimation.

Good Governance

Respect of principles such as transparency and goggvernance

19.

20.

“The Corporate Governance Code of the Island Towitof Curagcao (the ‘Corporate
Governance Code’) is based on the Ordinance Cag@avernance as adopted on October
12, 2009 by the Island Council of the Island Tersitof Curacao (O.B. 2009 nr. 92) and is
applicable to Curagao, being the successor ofdlamd Territory of Curacao. The Corporate
Governance Code (CGC) became operative as of figeml 2010 and is applicable to all
corporations which have their statutory seat inaCao and of which the shares or the
depositary receipts in evidence of shareholding, teld by the Government of Curacao in
whole or in part, or else the legal entities ine€pby instruction and under responsibility of the
of Curacao.

The Corporate Governance Code is also applicalfieutedations of which the Government of
Curacao is empowered to appoint or dismiss oneare rmembers of the managing board, or
respective to which the Executive Council has thtbarity to amend the articles of association.

(b) Culture of AML/CFT compliance

21.

Curacgao is committed to the fight against moneyd&wing and terrorist financing. Because of
this commitment, and its membership to both theak@ml Action Task Force on Money
Laundering (FATF) and the Caribbean Financial Actitask Force (CFATF), Curacao has a
comprehensive framework to prevent and combat mémeydering and terrorist financing. In
addition, Curacao regularly attenioisth the FATF and CFATF meetings.
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22. The main laws or executive decrees relating to mdsxendering and terrorist financing (where
applicable as amended) are:

a) The National Ordinance on the amendment of thelReode (penalization of
terrorism, terrorist financing and money laundeyirfy.G. 2008, no. 46);
(replaced i.a.: The National Ordinance PenalizatddnMoney Laundering
(N.G. 1993, no. 52);

b) The National Ordinance on the Reporting of UnuJwahsactions (N.G. 1996,
no. 21) as lastly amended by N.G. 2009, no 65 (NDR{N.G. 2010, no 41);

©) The National Decree containing general measuraghemexecution of articles
22a, paragraph 2, and 22b, paragraph 2, of theoldtiOrdinance on the
Reporting of Unusual Transactions (National Decrpenalties and
administrative fines for reporters of unusual teari®ns( N.G. 2010 no. 70));

d) The National Ordinance on Identification of Cliemteen rendering Services
(N.G. 1996, no. 23) as lastly amended by N.G. 280%6 (NOIS) (N.G. 2010
no. 40);

e) The National Decree containing general measureh®mexecution of articles

9, paragraph 2, and 9a, paragraph 2, of the Nati@wainance on
Identification of Clients when rendering Servic@dational Decree containing
general measures penalties and administrative ffoesservice providers)
(N.G. 2010, no. 71);

f) Ministerial Decree with general operation of Maly, 2010, laying down the
indicators, as mentioned in article 10 of the NadioOrdinance on the
Reporting of Unusual Transactions (Decree Indisaténusual Transactions)
(N.G. 2010, no. 27);

2) Ministerial Decree with general operations of Maddh 2010, implementing
the National Ordinance on the Reporting of Unudurahsactions (N.G. 2010,
10);

h) Ministerial Decree with general operations of Maddh 2010, implementing

the National Ordinance on Identification of Cliemthen Rendering Services
(N.G. 2010, no.11);

1) Sanctions National Decree Al-Qaida c.s., the Talilwh Afghanistan c.s.,
Osama bin Laden c.s. and locally designated tetsofiN.G. 2010, no. 93)

) National Ordinance on the Obligation to report Grbsrder Money
Transportation (N.G. 2002, no. 74).

k) National Decree providing for general measures "bfA8gust 2011 for the

implementation of Articles 1, paragraph 1, subsech, under 16.6, subsection
d, under 12 and 11, paragraph 2 of the Nationaimante on Identification of
Clients when rendering Services. (National Ordieaan the Identification of
Customers when Providing Services)(N.G. 2011, 8padd

) National Decree providing for general measures "bfA8gust 2011 for the
implementation of Articles 1, paragraph 1, subsect@, under 16 and 22h
paragraph 2 of the National Ordinance of Unusuan$actions (National
Decree designating services and supervision uingeNational Ordinance on
Reporting Unusual Transactions)(N.G. 2011, no. 31)

(c) Measures to prevent and combat corruption

23. The Penal Code contains provisions which penalmeuption, including bribery of civil
servants and government officials. Several perdwnge been convicted in the past for
corruption, including bribery, based on these Biovis.

24.0n 16 July 2010, the Netherlands Antilles accedethé Group of States against Corruption
(GRECO). The Civil Law Convention on Corruptiontbe Council of Europe has applied to
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the Netherlands Antilles since 1 April 2008. Cuaga not yet a party to the UN Convention
against Corruption and the OECD Convention on CdimpaBribery of Foreign Public
Officials in International Business Transactionsedently the Government of Curacao is
working on finalizing the relevant legislation needso these treaties, among other treaties on
the subject of corruption, can be ratified for Qaaby the Kingdom of the Netherlands.

(d) Court system

25. Curacao’s court system (as part of the Trias Raljtis part of a Joint Court of Justice shared
by Aruba, Curacgao, Sint Maarten and the BES-isld3misaire, Sint Eustatius and Saba. The
Joint Court of Justice is responsible for the adstiation of justice both in first instance and in
appeal for the Caribbean part of the Kingdom of Netherlands. The Joint Court of Justice
consists of a presiding judge and the other memdnedstheir substitutes. The members of the
Joint Court of Justice deal in first instance amdppeal with civil cases, criminal cases, and
cases of administrative law (including tax law)rtRermore there is the Supreme Court (Hoge
Raad der Nederlanden) in The Hague, The Netherlavitisre in case of civil and criminal
cases, application of the law and principles of (and not factual aspects) can be disputed. For
administrative cases only two instances exist

The Court in First Instance

26. A case that is dealt with in court for the firgné falls under the jurisdiction of the Court of
First Instance presiding on the Island whdle case has materialized, which is an
organizational part of the Joint Court of JustiCases in first instance are dealt with by one
Judge.

Cases in Appeal

27. The appeal court, as part of the Joint Court ofideishandles cases in appeal that were dealt
with and decided on by the Courts in First Instaride cases in appeal are always dealt with
by three members of the Joint Court of Justiceudgé who handled a case in first instance can
not form part of the three judges who deal withghme case on appeal. Against the verdicts in
appeal, cassation at the Supreme Court in The Hathe Netherlands, presided by three or
five judges (raadsheren) is possible. The Supreowgt®as the authority to overturn rulings by
appellate courts (cassation) and therefore estedsli€ase law, but only if the lower court
applied the law incorrectly or the ruling lacksfaiént reasoning. Facts are no longer subject
to discussion at this level. The Supreme Court matyrule on the constitutionality of laws
passed by the legislature and treaties. Hence ilngdm of the Netherlands does not have a
Constitutional Court.

Judicial Tribunals

28. The members of the Joint Court of Justice also Isaags in different judicial tribunals, such as
the Arbitration Court for Civil Servants and theb#ration Court of Tax Cases and their
respective Boards of Appeal.

29. Judges in the Kingdom of the Netherlands are apgwifor life by Her Majesty the Queen of
The Netherlands, but have a retirement age of 6y Gnder specific circumstances, as laid
down in the law, such as misconduct or criminalvit@s, can the Supreme Court dismiss
Judges.

(e) High ethical and professional requirements forpolice officers, prosecutors, judges and
measures and mechanisms to ensure these are observe
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30. In Curagao, Police officers have to take an oathoffice. There is also an applicable
professional code which is laid down in a handbddile elementary training for police officers
addresses integrity in several modules. Furtherpretative to integrity, the police corps was
guided by the Policy Integrity 2009 — 2010. Thaiming Institute for Law Enforcement and
Safety Concerns (Opleidingsinstituut voor Rechtdhaning en Veiligheidszorg) provided
training on code of conduct versus integrity fornmbers of the judicial chain in April 2011.
From 2008 to present the aforementioned Trainirgiitlrie has beeproviding workshops
“Promises in the Justice Area” of the internatibnaéputable Freeman Group to the judicial
chain, other services and organizations, includihgtoms. In 2010 the Training Institute
together with the Bureau Integrity Amsterdam armbrasultancy company provided workshops
on managing integrity for the managers in the jiadlichain, including Customs. As of April
2011 the Training Institute has provided follow-trpining for all members of the judicial
chain. This follow-up training includes a theme daintegrity.

31. Integrity is an important aspect for the Publicgemutor Office (PPO). The integrity policy has
recently been sharpened to be in line with the Hamy Law PPO (“Rijkswet OM” (N.G. 2010,
no. 59)). This has been realized through the a@ftif a code of conduct for the PPO. This
code of conduct will govern the effective and eéfit functioning of the organization and the
behavior of the PPO employees. The draft code ofdgct has to be approved by the
Management team of the PPO.

(f) System for ensuring ethical and professional Beviour of professionals such as accountants
and auditors, and lawyers.

32. The accountants, lawyers, tax advisor and notaresome of the professionals that fall within
the scope of the AML/CFT system in Curacao.

33. Accountants are subject to the National Ordinance on Idemtifan of Clients when rendering
Services (N.G. 1996, no. 23) as lastly amended.®; R009, no 66 (N.G. 2010 no. 40) (NOIS)
and The National Ordinance on the Reporting of Wal3ransactions (N.G. 1996, no. 21) as
lastly amended by N.G. 2009, no 65 (N.G. 2010, 19 @NORUT) since May 2010.
Supervision on the compliance with these requirdmisrmandated to the FIU (MOT).

34. The accountants operating in Curagao are assdératbe Nederlands Antilliaanse Vereniging
voor Accountants (the NAVA), the Netherlands Amidh Association for Auditors. The
members of the NAVA are qualified accountants, wvare members of the Royal Dutch
Institute of Registered Accountants, the Dutchitat of Accountants, the American Institute
of Certified Public Accountants and a National ita$¢ of Accountants, which Institute is a
member or associate member of the Internationadfagidn of Accountants.

35. The accountant is required to be a member of the R@®ualch Institute of Registered
Accountants, which is the Dutch institute for ckeetl accountants. The Royal Dutch Institute
of Registered Accountants has Regulation regartiiegCode of conduct for all registered
accountants (RA). The code of conduct is applicabBl accountants who are a member of the
Royal Dutch Institute of Registered Accountantsmaiter in what part of the world they are.
The code is valid as from January 2007 and formisngortant basis for the functioning of the
accountant.

36. The code of conduct consists of five (5) principdasfollows: integrity, objectivity, expertise,
secrecy and professional behaviour. The code ofduxinalso sets rules regarding the
independence of the accountant, the engagemenitance and fees.

37. There exists legislation in order to ensure theseiples are actually observed. The legislation

includes specialist and professional requiremeats, external independent oversight on
accountants and accountant organizations that isgestatutory control, quality review by the
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38.

39.

40.

41.

42.

43.

44,

Royal Dutch Institute of Registered Accountants Hrete are also requirements for permanent
education for everybody that is a member of theithudegister. Any party, who believes that
an accountant does not adhere to the accountamis and regulations (including the above-
mentioned principles), can also file a complainthwthe disciplinary board. The disciplinary
board can apply the following punishments to actanis, if a complaint is upheld, warning,
reprimand, suspension or even removal from thesteigof accountants.

Lawyers are subject to the NOIS and NORUT since May 2@lL(pervision on the compliance
with these requirements is mandated to the FIU (OTA Bar of Association has been
established since 1977 for lawyers operating inaCaw. The Bar works to improve the
administration of justice, promotes programmes #saist lawyers in their work, and werks to
build public understanding of the importance of the of law in a democratic society.
Membership to the Bar Association is not yet mamdator lawyers, but procedures have been
initiated to implement a system with mandatory mership. Entry in the register of the Joint
Court of Justice is a mandatory requirement thabkes lawyers to practice. Lawyers, whether
a member of the Bar or not, are subject to digedpli ruling which is administered by the
Council of Supervision and in second instance leyGbuncil of Appeal. The disciplinary rules
are laid down in the National Ordinance on lawy@f<s. 1985, no. 142).

The Council of Supervision for lawyers enables pasty that has a complaint against a lawyer
to address their complaint to the Council. If theu@cil considers the complaint founded the
Council can proceed with the following penalties:

a single / simple warning

a reprimand

suspension for up to one year
deletion of tableau

If a lawyer gets a warning or a reprimand he canmtinage with his duties. When he gets a
suspension he can not exercise his professionlasyar for the period that he is suspended.
During that period he can not participate in theegal assembly. When a lawyer is deleted
from the tableau he is not authorized to ever fradtis profession again.

Tax advisors are subject to the NOIS and NORUT since May 2@@pervision on the
compliance with these requirements is mandatedth@éoFIU (MOT). The admission as a tax
advisor is issued, until further notice, after ditpm on this effects. If the petitioner, in the
opinion of the Board of appeal of tax matters, figood social behaviour and has passed the
exam for tax advisers he is admitted as a tax advidhere is a disciplinary committee of tax
advisors. Members and prospective members aredutbj the disciplinary proceedings of the
Association of Tax advisors.

The decision of the commission, instituted on a @amt or an own-initiative, that has been
considered well founded may lead to:

1. warning;

2. reprimand;

3. suspension;

4. disqualification as a member of the assamiati

Notaries and candidate-notaries are subject to the NOIS MOIRUT since May 2010.
Supervision on the compliance with these requirésmisrmandated to the FIU (MOT).

The basis for exercising the profession of a Notsuget in the National Ordinance of January
28, 1994 containing new rules on the notary offi€his national ordinance deals with all
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45.

46.

1.2

47.

48.

conditions for exercising the profession of a nptée.g. powers of the notary; appointment and
dismissal of a notary and supervision.).

There is a Supervisory Board that supervises thayand the candidate notary. Complaints
against a notary or a candidate-notary must be niaderiting to the Chairman of the
Supervisory Board. The Chairman of the Board haspthwer to judge if the complaint is not
founded and than dismiss it with a reasoned detfrdee Chairman can not resolve the issue he
will inform the Board. The Board will treat the cphaint further.

If a notary or candidate-notary neglects his datyacts in conflict with the care that he ought
to exercise, than the Supervisory Board has theepowy either on its own motion or on the
basis of a complaint, take several measures. THgmant must always be reasoned. The
possible measures against the notary are: a warairgprimand; imposition of a fine of up to
NAf.10, 000; suspension for up to one year; nonmmafor his removal from office. The
possible measures against the candidate-notaryaavarning; a reprimand; withdrawal of the
internship certificate for a period not exceediwwg (2) years.

General Situation of Money Laundering and Financingof Terrorism

Introduction

Curacao has a relatively small open island econawiti, tourism as its main economic pillar.
Tourism is, as a result hereof, an important cbatar to the foreign exchange reserves of
Curacao. One contributing factor is that the islaffdrs good transportation facilities, both via
air and sea given its optimal airport and harbatnastructural facilities. Besides, the island of
Curacao is home to a wide range of activitieshsas international financial services, olil
refining and harbour related activities such ae #ztene, ship repair, dry dock and towing, with
an important economic contribution. The internagiofinancial services sector is particularly
known for being supported by highly professionaingstic banking, trust, legal, administrative
and fiscal advisory services and, most recentbgaurities exchange.

It should be noted that the aforementioned chatiatitss, such as geographical location,
tourism, relative easy logistical accessibilitygthimobility of goods and services, pose threats
in terms of illegal activities like drug traffickinand money laundering. It is in this context that
Curacao is continuously vigilant in detecting amededring criminals from engaging in any form
of money laundering or terrorism financing.

Combating of money laundering and (related) illegahctivities

49.

50.

It is broadly known that although the amount of eyrelated to money laundering is difficult
to quantify, most of the money laundering actigtage related to drug trafficking. Historically
the island of Curagcao has experienced peaks ams detated to drug trafficking and related
crimes. One contributing factor is the island’s graphical location between (certain) drug
producing countries (South America) and drug corisgnmarkets (North America and
Europe) and transportation facilities. Another éaaif influence is the international economic
climate. When the economic climate in the produdiogntries and/or the distributing countries
worsens, this tends to boost illegal activities.eTéame boost can be expected from an
improvement in economic climate in the consumingntoes, as this increases demand.

The local investigating and prosecuting authoritiage historically acted promptly against all
crimes including those with a link to money laundgr Besides prosecution, pro-active actions
have been taken at both the airport and the harbRegarding the airport it is worth
mentioning that at the end of the nineties durimg @f the peaks of the drug trafficking
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51.

52.

53.

54.

55.

56.

business the so called “Hato team” became opesdtidimis team’s main task was to strictly
control traffic, especially of suspicious passesgeat the airport. Suspicious outgoing
passengers were not allowed to travel, while simmcincoming passengers were sent back.
This team’s activities were executed in cooperatwith the Schiphol airport in the
Netherlands.

Regarding combating of illegal activities at and gea one could mention the Coast Guard.
This cooperation agreement between the NetherlandsCuracao has been in force since the
beginning of the nineties. The Agreement provigedXfutch marine ships, in cooperation with
local judicial authorities, to patrol the territakiwaters of Curacao in search of illegal actigitie
Furthermore, th&JS Forward Operating Location (FOlhas a base on Curagiao the purpose

of host nation and interagency drug interdictiofor$ through the source and transit zones.
The FOL operations are based on an agreement kétiKingdom of the Netherlands, which
was signed in March 2000 and ratified in Octobed120

The harbour of Curagao is well known for its acitelty and being supported by a wide range
of harbour related activities. As a result, thetaorer mobility via Curagao’s harbour is high.
In order to counter arrest illegal movements viatamers, Customs of Curacao have been
actively screening these containers by means ohtamer scan.

Furthermore, the Netherlands and Curacao havebalso cooperating when combating cross-
border related crime. For this matter the so caletherche Samenwerking Team” (RST) unit
was founded in November 2001 as a result of a gatipa protocol signed by Aruba,

Netherlands and the former Netherlands Antilles.aAesult of the cooperation some major
case were brought to and prosecuted in courttfgegCampo case and Kings Cross Operation).

The occurrence of money laundering has over thé¢ yeers been more evidenced in the
traditional banking sector than in the other finahcsectors. However, as banks have
aggressively taken measures to detect and detegyrianndering and terrorist financing, non-
bank financial institutions have become increasginglinerable to money launderers and
terrorists as they seek to launder their fundsvedrirom criminal activities and finance their
terrorist activities.

An example of such a non-bank financial institutisector is the money remitters sector.
Efforts between the Curagao and Dutch authorigssited in a decline of misuse of this type
of companies from money laundering.

A sector where money laundering was detected byutigorities was the free zone. The money
launderers in a case called “Kings Cross” werehiait respect successfully prosecuted and
convicted. The “Kings Cross” was a case in whicl kEnforcement authorities investigated
illegal activities within Curacao’s Free Zone.

AML/CFT studies, assessment and initiatives

Threat Assessment report

57.

A threat assessment concerning, among other thihgsfinancing of terrorism, has been
performed by the National Coordinator Counteringdficing of Terrorism. The outcome of
this assessment has been presented to the Patiiahtke former Netherlands Antilles.

Progress Report

58.

On November 30, 2001 the Council of Ministers & thutch Kingdom concluded in a joint
statement agreement on the intensification of tieperation between the countries within the
Kingdom of the Netherlands for the combat of tastdiinancing. Progress reports have in this
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respect been issued on a regular basis there@fterlatest progress report (7th) was issued in
2008.

59. Study towards SR VIII regarding entities that canblased for the financing of terrorism in the
former Netherlands Antilles biyorensic Services Caribbean N.V.

Criminaliteitsbeeldanalyse Curagao 2008

60. (Criminality picture analysis 2008)
The report contains an analysis of the criminafittenomena in order to obtain insight in
prioritization and method of approach of this cnatity.

Terrorism and financing of terrorism

61. A distinction can be made between the so calledalllirelated terrorism” and “non-Jihad
related” terrorism. The former is defined as bélinged to extremist religious activities, in
general the Muslim religion, while non-Jihad rethterrorism is defined as violent activities
mainly being linked to different political beliefand/or point of view. Jihad and /or the
financing of Jihad related terrorism have not beleserved in Curacao. The only mentioning of
non-Jihad related activities has been potenti&slimade to participation of the FARC in the
drug trafficking via thésland. Locally however no concrete activities hbgen detected.

Legislation
62. Curacao has been taking a tough position against (the risks of) money laundering and

terrorist financing. The legislation pertaining to the relevant meassingoted at paragraph 22
above.

Statistical data
63. Studies have shown that it is fairly difficult tetdrmine the scale of the money laundering
business. Still, it is possible to get a close ghomdication by means of figures related to the
prosecution of the latter. As mentioned earlierneylaundering activities are closely related
to illegal drug trafficking and related crimes.

64. These figures reveal developments for the perio®@35 up to 2010, for the islands of
Curacao, Bonaire and Sint Maarten.
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Conclusion 2005 2006 2007 2008 2009 2010
ML |Nurber of prosecutions ML 16 5 18 /i 3 U
ML [Number o acquittals 0 0 0 0 1 1
ML [Number of settlements ML (conditional disissalof case) i 1 2 13 1 2
ML {Number oftransfes to other department/abroad) 0 0 0 § 1 1
ML {Number of heenzendingen (case dismissal 02; no evidence) 4 0 l § ] 3
TF [Number o prosecutions TF
TF |Number of acouitals
TF- [Number oftransfers (o other department abroad)

T [Nmber ofsettlements TF (conditonal disissalof case)
T |Number of hegnzendingen (case dismissal 02; no evidence)

Convictions 2005 2006 2007 2008 2009 2010
ML [Number of convitions ML 16 i 17 U 19 i
ML [Number of convictions not-reported 0 1 3 1 ] 0
T (Number of convictons TF

1.3 Overview of the Financial Sector and DNFBP

FINANCIAL SECTOR

65. The financial system consists of a wide varietyfiodncial institutions. The following chart
shows the types and numbers of financial instingiavhich are subject to the supervision of
the Central Bank.

Type of financial institution 2007 | 2008 | 2009 | 2010
Domestic commercial banks 11 12 13 13
International banks 34 36 34 34
Credit unions 16 16 16 16
Specialized credit institutions 6 6 6 6
Savings banks 1 1 1 1
Savings and credit funds 10 8 7 7
Type of financial institution 2007 | 2008 | 2009 | 2010
Money transfer companies 2 2 2 2
Life insurance companies 11 10 10 10
General insurance companies 21 21 21 21
Funeral insurance companies 11 13 13 13
Captive insurance companies 13 11 12 11
Professional reinsurance companies 6 5 4 5
Penszon funds 22 22 20 20
Insurance brokers 67 72 73 77
General funds for sickness insurance 1 1 / 1
International investment institutions 0 0 5 5
Local investment institutions 12 14 14 14
Securities exchange 0 0 0 1
Central Bank 1 1 1 1
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Credit institutions

66.

At the end of 2010 there were thirteen (13) domestimmercial banks operating in Curacao
and Sint Maarten with a total amount of depositdaf. 12,485.1 million and total assets of
NAf. 14,390.8 million. These banks offer a wide ieéy of products and services including
traditional banking services, insurance brokerisessand investment products. All domestic
commercial banks are privately owned. The only jpublnk (i.e. entirely controlled by the
government) is also the only savings bank in Cuoagayear-end 2010 there were sixteen (16)
credit unions, with a total amount of deposits @&fN77.1 million and total assets of NAf.
185.4 million. In addition, thirty-four (34) inteational banks, six (6) specialized credit
institutions, and seven (7) savings and credit $uficluding four (4) savings and thrift funds)
operate in Curacao. All credit institutions opergtiunder the provisions of the National
Ordinance on the Supervision of Banking and Créulititutions 1994 (N.G. 1994, no. 4)
(NOSBCY) and providing the services as described in theSN&id NORUT should comply
with the stipulations of these AML/CFT legislation

Money Transfer Companies (MTC)

67.

68.

At year-end 2010, there were two (2) money transfenpanies operating in Curacao pursuant
to the legal provisions of the Regulations for kgmeExchange Transactions Curacao and Sint
Maarten (N.G. 2010, no. 112) (RFETCSM). MTC alsl dader the NOIS and the NORUT
since the year 2000 (article 1, paragraph 1 undeibalQ° of the lastly amended NORUT and
article 1, paragraph 1 under b sub 10° of theyastiended NOIS).

The Central Bank issued AML/CFT Provisions and @liiges for money transfer companies
(MTCs) under the RFETCSM and also under the NOtfic{a 11, paragraph 3) and NORUT
(article 22h, paragraph 3). The Central Bank igge with the supervision on the compliance
of MTCs with the NOIS (article 11, paragraph 1 unalg the NORUT (article 22h paragraph 1
under a) and the RFETCSM (article 21). Onsite@éatipns to verify the compliance with the
NOIS and NORUT are done based on these Articles.

Institutional Investors and insurance brokers

69.

70.

As per January 1, 2011 there were ten (10) life amenty-two (22) general insurance
companies, thirteen (13) funeral insurance compganieven (11) captives, five (5)
professional reinsurance companies, twenty (20%ipanfunds and one (1) general fund for
sickness insurance operating in Curacao. In adlitttere were (seventy-seven (77) insurance
brokers registered. The insurance companies arerges by the National Ordinance on the
Supervision of the Insurance Industry (N.G. 1998, 7i7) (NOSII), the pension funds by the
National Ordinance on Corporate Pension Funds (NL@B5, no. 44) (NOCPF), and the
insurance brokers by the National Ordinance InstgaBrokerage Business (N.G. 2003, no.
113) (NOIBB). The captives together with the prefesal reinsurers that are governed by the
Special Insurance License Decree (N.G. 1992, nd.(SO.D) constitute the international
insurance industry. The locally operating life ireace companieand the insurance brokers
are required to comply with the stipulations of tN®ORUT, NOIS and the AML/CFT
legislation.

The Total Net Premium Income of the local life irmwce sector amounted to NAf 176.2
million for 2009 compared to NAf 256.9 million f&@008. The Net Benefits Incurred by the
local life insurance sector amounted to NAf 99.9ian for 2009 and NAf 103.1 million for
2008. The changes in Net Technical Provisions efldcal life insurance sector amounted to
NAf 101.2 million for 2009 compared to NAf 178.8lhain for 2008.
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71. The total Net Earned Premium of the local nondlifgurance industry amounted to NAf 253.1
million for 2009 compared to NAf 279.6 million f&008. The Net Claims Incurred by the
local non-life insurance industry amounted to N&ROI8 million for 2009, respectively, NAf
153.3 million for 2008.

Investment institutions

72. Investment institutions are governed by the Nafio®adinance on the Supervision of
Investment Institutions and Administrators (N.G.020 no. 137) and have been subject to
supervision by the Central Bank since the beginoing003. Investment institutions fall under
the NORUT and NOIS.

Securities Exchange

73. The Central Bank handled an application for a keeto establish a local securities exchange in
the fourth quarter of 2009, which led to a recomdagion to the Minister of Finance to issue a
license in March 2010. The new licensee is thd fidive securities exchange within the
Curacao jurisdiction and is governed by the Nafio@adinance on the Supervision of
Securities Exchanges (N.G. 1998, no. 252).

Central Bank
74. The Central Bank is governed by the Central Baaku$ (N.G. 2010, no. 101) and should also
comply with the requirements of the NOIS and NORUT.

75. The following table shows which types of finandiadtitutions in Curacao are authorized
to perform the types of financial activities thallf within the scope of the FATF
Recommendations.

Table 1:

TYPES OF FINANCIAL INSTITUTITIONS AUTHORISED TO CARRY OUT FINANCIAL ACTIVITIES LISTED IN
THE GLOSSARY OF THE FATF 40 RECOMMENDATIONS

Type of financial activity Type of financial institution that is authorized to

(See the Glossary of the 40 Recommendations)

perform this activity

1. Acceptance of deposits and other repayable funds
from the public (including private banking)

Domestic commercial banks, international banks, credit
unions, savings banks, savings and credit funds.

2. Lending (including consumer credit: mortgage
credit; factoring, with or without recourse; and finance
of commercial transactions (including forfeiting)

Domestic commercial banks, international banks, credit
unions, specialized credit institutions, savings and credit
funds, life insurance companies, Central Bank.

3.  Financial leasing (other than financial leasing
arrangements in relation to consumer products)

Domestic commercial banks, international banks.

4. The transfer of money or value (including
financial activity in both the formal or informal sector
(e.g. alternative remittance activity), but not including
any natural or legal person that provides financial
institutions solely with message or other support
systems for transmitting funds)

Domestic commercial banks, money transfer companies,
Central Bank,

5. Issuing and managing means of payment (e.g.
credit and debit cards, cheques, travellers’ cheques,
money orders and bankers’ drafts, electronic money).

Domestic commercial banks, international banks, credit
unions, money transfer companies, Central Bank
(regarding overdrafts by commercial banks or
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Government)

6. Financial guarantees and commitments

Domestic commercial banks, international banks.

7. Trading in:

a) money market instruments (cheques,
bills, CDs, derivatives, etc.);

b) foreign exchange;

c) rate and index instruments;

d) transferable securities;

e) commodity futures trading

Domestic commercial banks, international banks,
international and local investment institutions,
securities exchange, Central Bank.

8.  Participation in securities issues and the
provision of financial services related to such
issues

Domestic commercial banks, international banks,
international and local investment institutions.

9. Individual and collective portfolio management

International and local investment institutions.

10. Safekeeping and administration of cash or liquid
securities on behalf of other persons

Administrators and all company (trustO service
providers, Central Bank.

11. Otherwise investing, administering or managing
funds or money on behalf of other persons

International and local investment institutions,
administrators and all company (trust) service
providers.

12 Underwriting and placement of life insurance
and other investment related insurance (including
insurance undertakings and to insurance
intermediaries (agents and brokers)

Life insurance companies and insurance brokers (not all
insurance brokers are authorized by a life insurer to
underwriteO

13. Money and currency changing

Domestic commercial banks, Central Bank.

DNFBP

DNFBP supervised by the FIU (MOT)

76. As of May 15th, 2010 the amended NORUT and the N&iSe into effect. As of that date the

following DNFBPs have become designated subjeatieuAML/CFT supervision by the FIU

(MOT).

77. Lawyers: As of May 15th, 2010, there were 195 legal firoperating in Curacao. Under the
provisions of the National Ordinance regarding lamy(N.G. 1985, no. 142), lawyers have
powers of attorney and provide legal advice. Aflan the acts considered to be specific to
lawyers, as defined in the National Ordinance réigarlawyers, lawyers may perform all kinds
of legal activities including financial activitiesn behalf of a client or on their client's own

behalf:
. sale and purchase of real estate;
= Management of funds, securities or other assets;
= opening and administration of bank accounts, sadicgpunts and securities

account; and

= setting up and managing companies.

78. Notaries. There are ten (10) notaries in Curacao who asdcieted in the “Antilliaanse

Arubaanse Notariéle Vereniging”. They provide lefgaim and public faith to private acts and
contracts and they are responsible for the wordfrublic instruments according to the will of
the parties. As soon as the general agreement ciotoesffect, the function of the notary is to
recognize and authenticate specific documentsdsye¢he notary’s office. In general notaries
are i.a. authorized to give explanations on theéustand capacity of persons; issue the
legalize signatures;

attestations vita;

take oatlssue certificates of

incorporate/establish legal persons; and tranefgllownership of real estate.
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79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

Accountants The accountants operating in Curagao are asedciat the Nederlands
Antilliaanse Vereniging voor Accountants (the NAVAhe Netherlands Antillean Association
for Auditors. The members of the NAVA are qualifiaccountants, which are members of the
Royal Dutch Institute of Registered Accountants fbutch Institute of Accountants; the
American Institute of Certified Public Accountants)d a National Institute of Accountants,
which Institute is a member or associate memberthef International Federation of
Accountants.

Approximately 100 qualified accountants are memizdrBIAVA. Typically the professional
services provided by accountants are AssurancécegnAccountant services andldvisory
Services.

The assurance services relate to the auditor ewenf financial statements or similar financial
reporting, or agreed upon procedures on specifitensa The accounting services relate to
bookkeeping and compilation of financial statemenfhe advisory services could cover a
wide range of subjects, for example on strategitters ICT, Human Resources, Internal
organization and internal control systems.

Accountants are engaged to provide advisory senviteonnection with the purchase, sale or

take over of enterprises. In these cases the atauiua engaged either by the purchaser or the
seller. Prior to accepting such engagement or fer mnatter any other engagement, the
accountant is required by his Professional Cod€afduct, to perform adequate client and

engagement acceptance due diligence procedureg.if(hdth the client and the engagement

meet the criteria of acceptance, the accountgrengitted to provide his advisory services.

Real Estate brokers There are seventy-six (76) real estate agenacigSuracao. The Real
Estate broker deals with the acquisition, possassiansfer, management and development of
real estate and / or any right or interest in esthte, and participation in any other firm or
company with a similar or related purpose; the ingntleasing, mortgaging or in general
concerns of property and any right or interestriopprty; and acting as an intermediary in the
conclusion of contracts on behalf of third parties.

Dealers in precious metals and precious stonethe dealers in precious metals and precious
stones must meet the terms and conditions of thergment in order to receive a licence to
operate a jewellery store. These conditions inclihd¢ the shares of the company can not be
bearer shares. The dealers in precious stones ragctbys metals are subject to AML/CFT
legislation.

There are seventy-four (74) jewellers in Curacale DBusiness of a jewellery store is the
exploitation, import trade of gold, silver, gemsdaewellery, including specialty jewellery,
diamonds, watches and accessories.

Tax advisor: A person who, without being an attorney, makessdtgrbfession to act as an
advisor and agent in tax matters. There are tBirty(36) tax advisors in Curacao.

Administration office: The tasks of administration offices are to provatdministration;
provision of audit work; providing tax and businessdvice; participate in, - and work with,
manage and administer other enterprises and coegpuaiith the same, similar or related target.
There ardorty-one (41) administration offices in Curacao.

Car dealer: The purpose of a car dealer is importing and reghiehicles and parts of such
vehicles. This is the case for dealers in both aad/ second hand vehicles. Furthermore, they
provide service and repair vehicles. There arerbd and used car dealers in Curacao.

DNFBP supervised by the Central Bank
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89.

Administrators and company (trust) service provsdare governed by the National Ordinance
on the Supervision of Investment Institutions ardinnistrators (N.G. 2002, no. 137) and the
National Ordinance on the Supervision of Trust senproviders (N.G. 2003, no.114). The

administrators have been subject to supervisiortheyCentral Bank since the beginning of
2003. The Central Bank has been entrusted witlstipervision of the trust sector since the
beginning of 2004 and started licensing the tresvise providers in 2005. This sector is
governed by the National Ordinance on the Supemissf Company Service Providers.

Investment institutions, administrators, and conypérust) service providers fall under the

NORUT and NOIS.

Type of financial institution 2007 | 2008 | 2009 | 2010
Administrators 11 12 12 14
Company (trust) service providers

Licensed legal persons 82 86 89 89
Licensed natural persons 1 1 1 1
Legal persons with dispensation 9 9 11 11
Natural persons dispensation 35 43 46 53

DNFBP supervised by the Gaming Control Board (GCB)

Casinos

90.

91.

92.

93.

The Gaming Control Board (“GCB”) is the supervisanthority for the casinos in Curacao and
was established in 1999. Internet casinos, logaie other games of chance do not fall under
the supervision of the GCB. Initially, casinos weaegulated through legislation of the
Netherlands Antilles. The responsibility for casineas later on delegated to the government of
the island where the casinos were located (Islamtih@nce Casino sector Curagao (O.B. 1999,
no. 97 as lastly amended by O.B. 2010, no. 27)).

The policy document for the establishment of theBGiitlines that the prevention of money
laundering is one of the tasks of the GCB. Thenmaticense holder has to comply with the
Minimum Internal Control Standards (“MICS”) as aquirement for the license. The
AML/CFT requirements are included in the MICS andsinbe at all times adhered to by all
casino license holders. In June 2009, the Islanth€&l accepted an adaptation of the law (O.B.
2009, no. 57) which introduced new enforcementstdlaht can, among other things, be applied
to casino license holders that do not comply whig MICS. The legislation regulating the new
enforcement tools has been in force since June.2009

Currently, thirteen (13) casinos are establishe@uracao and the casinos are by law required
to be associated to a hotel. Eight (8) casinopareof international hotel chains, while five (5)
casinos are locally owned.

The legislation does not limit the amount of tokdmmsight. Disbursements shall be made in
cash or by cheque, larger amounts only by chedueestimate of eighty-five percent (85%) of
the visitors to the casinos are residents of Carathe remaining fifteen (15%) are guests or
people who have a short stay in Curagao. An estian&dur (4%) of casino visitors are so-
called “high rollers”.
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94. Cruise ships are not allowed to open or operate tasinos while in the territorial waters of
Curacao. There are no cruise lines companies k@s€dracao and/or have their homeport at
Curacao.

95. The number of casinos has not increased significamtthe last couple of years. Please see
below a matrix of the yearly turnover (in NAF) inet casino sector on Curacao for the period
2005-2010 (drop, play and win.).

Table 2:
2005 2006

Maand Drop Pay Win Maand Drop Pay Win

Januari 17,325,624 11,944,091 5,381,533 | Januari 16,554,166 ~ 11,163,335 5,390,832
Februari 15,204,247 9,930,819 5,273,428 | Februari 14,821,275 9,890,268 4,931,007
Maart 16,064,715 10,895,556 5,169,159 | Maart 16,265,498 11,005,384 5,259,614
April 17,207,152 11,593,778 5,613,375 | April 15,233,690 10,244,541 4,989,149
Mei 15,188,518 10,311,578 4,876,941 | Mei 15,740,260 10,452,430 5,287,830
Juni 14,541,156 9,591,707 4,949,449 | Juni 16,066,129 10,654,713 5,411,416
Juli 15,483,870 10,039,123 5,444,747 | Juli 16,868,044 11,173,853 5,694,190

Augustus 14,383,054 9,587,319 4,795,735 | Augustus 15,744,178 10,881,718 4,862,460
September 13,605,484 8,385,849 5,219,635 | September 15,758,050 10,439,743 5,318,307
Oktober 13,834,677 8,926,072 4,908,605 | Oktober 15,197,930 10,137,112 5,060,818
November 13,911,116 9,102,252 4,808,865 | November 15,210,604 10,597,791 4,612,813
December 16,908,810 10,899,307 6,009,504 | December 19,717,536 13,568,758 6,148,778

Totaal 183,658,425 121,207,450 62,450,975 | Totaal 193,177,361 130,210,146 62,967,215
2007 2008

Maand Drop Pay Win Maand Drop Pay Win

Januari 18,262,953 12,533,454 5,729,499 | Januari 23,038,527 15,756,042 7,282,485
Februari 16,658,668 11,501,852 5,156,816 | Februari 21,700,032 14,596,602 7,103,430
Maart 20,172,526 14,531,774 5,640,752 | Maart 22,405,816 15,078,426 7,327,390
April 20,515,684 14,607,152 5,908,531 | April 22,346,341 15,455,590 6,890,751
Mei 19,562,264 13,567,554 5,994,710 | Mei 23,232,301 15,736,710 7,495,591
Juni 18,729,708 12,534,368 6,195,340 | Juni 23,833,014 16,704,439 7,128,575
Juli 19,938,337 13,928,551 6,009,786 | Juli 25,151,340 17,527,346 7,623,993

Augustus 18,989,012 13,001,694 5,987,317 | Augustus 25,548,920 18,334,877 7,214,043
September 18,983,682 12,887,019 6,096,663 | September 24,363,112 17,601,445 6,761,667
Oktober 18,726,548 12,669,096 6,057,451 | Oktober 23,425,169 16,528,054 6,897,115
November 20,450,228 13,777,224 6,673,004 | November 21,344,973 14,643,491 6,701,481
December 23,215,502 15,884,948 7,330,554 | December 28,442,189 19,974,447 8,467,742

Totaal 234,205,111 161,424,687 72,780,424 | Totaal 284,831,733 197,937,468 86,894,266
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2009 2010

Maand Drop Pay Win Maand Drop Pay Win

Januari 33,745,882 24,926,865 8,819,018 | Januari 32,933,234 24,008,437 8,924,796
Februari 27,379,411 19,724,225 7,655,185 | Februari 29,055,301 20,777,906 8,277,396
Maart 27,910,067 19,164,117 8,745,951 | Maart 31,315,872 22,640,546 8,675,327
April 29,048,842 20,950,193 8,098,649 | April 31,043,257 22,095,999 8,947,258
Mei 31,741,883 22,909,233 8,832,650 | Mei 29,935,646 21,255,489 8,680,157
Juni 30,483,390 21,937,466 8,545,924 | Juni 29,131,352 20,777,739 8,321,776
Juli 30,989,446 22,375,129 8,614,317 | Juli 29,083,327 20,626,746 8,420,396

Augustus 30,356,243 21,435,543 8,920,699 | Augustus 27,314,789 19,196,766 8,075,061
September 28,395,434 20,330,957 8,064,477 | September 27,116,206 19,875,796 7,197,090
Oktober 29,477,524 20,861,236 8,616,288 | Oktober 30,708,587 22,131,711 8,527,728
November 29,328,159 20,886,205 8,441,954 | November 26,674,291 19,357,095 7,317,197
December 32,486,537 23,130,411 9,356,126 | December 32,715,465 23,736,872 8,896,718

Totaal 361,342,818 258,631,579 102,711,239 | Totaal 357,027,327 256,481,102 100,260,900

1.4  Overview of commercial laws and mechanisms gaweng legal persons and
arrangements

LEGAL ENTITIES
Introduction

96. The statutory regulations with regard to legalteediunder private law are contained in Book 2
of the Civil Code (CC”). The following legal entities are explicitly ratated in Book 2 of the
CC:

limited liability company ‘haamloze vennootschgp’

private limited liability company‘lpesloten vennootschayp’
foundation f{stichting’),

private foundation‘stichting particulier fonds),
association‘yereniging)),

cooperation‘€odperatie) and

mutual insurance associatioor{derlinge waarborgmaatschappij’

000000 D

97. Other relevant laws in this regard are the Comrmaér€ode (“Wetboek van Koophandel”),
Commercial Register Act (“Handelsregisterverordgflin Business License Act
(“Vestigingsregeling Bedrijven”) and several (firtgal) supervision ordinances.

The Limited Liability Company

98. A limited liability company fhaamloze vennootschamr ‘N.V.") is a company limited by
shares. The N.V. can act as a public company aactkssely held private company.

Incorporation
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99.

The N.V. is incorporated by a notarial deed exatudg one or more incorporators before a
civil law notary. This notarial deed of incorpaoat constitutes the statutes and regulations
governing the company and conduct of its affaitsose statutes and regulations are generally
referred to as the articles of association. Thera free choice of language for the deed of
incorporation and for the currency of the capitdde choice for a name must be checked with
the Chamber of Commerce for approval. No governadeagproval or check is needed for the
incorporation or the contents of the deed of inocapon setting forth the articles of
association.

Registration

100.

Once incorporated, the company must be registerddtie Commercial Registry of the local
Chamber of Commerce and Industry. Details to keslfihclude the object of the company, its
share capital (if any) and the identity of the n@ing directors, supervisory director (if any)
and possible attorneys-in-fact acting under germalers of attorney frocuratiehouders.

Share capital

101.

Shares

102.

103.

From a company law perspective, there is no mininglrare capital. Based on regulatory
requirements, there are, however, minimum capégliirements for finance companies issuing
publicly traded debt obligations, investment ingidns, insurance companies and banks. The
nominal value of the shares can be stated in amgrocy. However, shares do not need to have
a nominal value. The shareholder should pay upastithe nominal value of the shares being
purchased (if the shares have a nominal valud)eoconsideration as determined in the deed of
incorporation or the deed of issue. Contributiohsapital in excess of the nominal capital (if
the shares have a nominal value) are treated as gnamium (agio’). A company can
repurchase its own shares (on a limited basis).

Shares of a limited liability company can only lssued in registered form. If shares are in
registered form a share certificate can be isstrREhistered shares can be converted into bearer
shares provided the articles of association pesmi{current business licence policy of the
Ministry of Economic Development does not allowuissce of bearer shares in locally owned
and operated companies; only for international camigs). For bearer shares, share certificates
must be issued. It should be noted that as of 16n2010 the National Decree Custody Bearer
Share Certificates (N.G. 2010, no. 36) was enactdis Decree is based on the National
Ordinance Supervision of Trust Service Providerd anthe codification of the already long
existing practice that Company (Trust) Service Rtens in Curacao require that bearer share
certificates are kept in custody in order to kndw tltimate beneficial owner of these bearer
shares and thus the owner of the limited liabiitynpany.

If shares are in registered form, the managingctbre are required to maintain a register of
shareholders which is open for inspection by alireholders (to the extent it concerns the
shares held by such shareholder) and, if so datedrin the Articles of Association, by such
other persons as determined in the Articles of Aiséion. Moreover, all institutions subject to
the supervision of the Central Bank are obligedlisclose all of their shareholders to the
Central Bank. The shareholders register must aorftphames and addresses of all holders of
registered shares, (ii) the type of shares, (i@ toting rights attached thereto, (iv) the amount
paid up on each share, (v) obligation to make atitiadal payment (if required), (vi) the date
on which the shares were acquired, (vii) the issaaf share certificates (if any) and (viii) the
names and addresses of persons who have a righufstict or pledge in respect of such shares

(if any).
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104. The Articles of Association determine the rightsetied to the shares. Non-voting shares and

shares with limited voting rights and shares withan a limited right to distribution of profits
are permitted.

Management

105.

106.

107.

108.

A Management Board consisting of one or more mangadirectors ‘firecteuren), who may

be individuals as well as corporations, managesNhé The Board of managing directors
represents the company, defines business policyremiges the company’s affairs. There are
no restrictions on the nationality of managing dioes; however, at least one (of the ultimate)
managing directors must be residing or domicile€imacao in case of local activities (either
an individual or a corporation; this is based oma@ao Government policy). For international
companies established in Curacao, it is requiredhiiem to have at least one local managing
director or local representative.

The Articles of Association can determine that nggemaent duties are divided between a
“general board” and an “executive board”. In sughrg, the executive board is entrusted with
the daily management of the company. If providadiri the Articles of Association a limited
liability company may have a board of supervisomgactors (Raad van Commissarissgrno
oversee the management of the company and to aa@ivis& supervise the board of managing
directors. A board of supervisory directors cansistrexclusively of natural persons. The N.V.
can also opt for an “independent” board of superyiglirectors. An independent supervisory
director cannot be dismissed by the shareholdgesting without reason. It should be noted,
however, that if there is such an independent bo&aslipervisory directors in place that the
requirements applicable for the so-called “largé/.N.as to financial statements and the
auditing and publication thereof will become apglite for such N.V.

A large company is a company that meets the fotigveriteria:

- there are at least twenty (20) employees who jpintirk at least twenty (20) man-days in
Curacao at any time in the period between one mpntr to and one month after the

balance sheet date;
- the value of the assets shown on the balance sheetds NAf 5 million or the equivalent

thereof in foreign currency;
- the net turnover for the financial year shown i@ #mnual accounts exceeds NAf 10 million

or the equivalent thereof in the foreign currency.

Unless the Articles of Association determine othsewmanaging directors and supervisory
directors are appointed by, and can be suspendetisorissed by, the general meeting of
shareholders.

Shareholders meeting

109.

110.

The general meeting of shareholders of a limitability company has all powers that are not
conferred upon the management or other personinihik limits set by law and the Articles of
Association, insofar the Articles of Association kot provide otherwise. An annual general
meeting of the shareholders should be held at lmast a year, usually within eight months
after the end of a company’s financial year. At #maual general meeting the financial
statements and a report of the managing board gteusubmitted for approval together with
such other matters as may be set out in the ncbiceening the meeting.

Unless the Articles of Association determine othisewshareholders meetings must be held in

Curacao. Attendance by proxy is permitted and apleinmajority of votes present and
represented at meetings can validly adopt resalsitisith no quorum requirements. Written
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resolutions can also be adopted outside of a nggginovided that all persons that are entitled
to vote with regard to the subject have cast thatie.

111. Extraordinary general meetings of shareholders beyonvened from time to time to deal
with matters that arise during the course of thary8uch extraordinary general meetings may
also, in certain cases, be convened by the managemmeupervisory board at the request of
shareholders controlling ten percent (10%) or nubrhe issued voting shares.

Profits and distributions

112. The net profits of a limited liability company aa¢ the disposal of the shareholders who can
either declare a dividend or reserve the profitdéd Articles of Association so provide, interim
dividends may be declared from current year prdijtshe shareholders meeting or such other
corporate body as appointed thereto in the artiofesssociation. Dividends and other capital
distributions cannot be paid and made if the eqafyital is or becomes negative as a result of
such dividend or distribution. If the company hasw@minal share capital that capital is
considered the limit.

Filing tax returns

113. All limited liability companies are required todilannual profit tax returns together with the
relevant financial statements.

The Private Limited Liability Company

114. The private limited liability companyt{esloten vennootschagmr ‘BV’') is a flexible form of

company and is similar to the limited liability cpany. The main differences with the limited
liability company (N.V.) are:

. The private limited liability company has regist@shares only;

. The Articles of Association can determine that #hareholders can be held
liable for the debts of the private limited liabjlicompany;

. There is no distinctive financial regime such astifie “large” limited liability
company;

. Shareholders meetings for the private limited ligbicompany can be
convened on the initiative of an individual shaideo;

. The possibility of an independent supervisory bodogs not exist for the
private limited liability company;

. The private limited liability company can be orgasd that is, it is “managed

by shareholders”: no distinction between sharehslég®d managing director
as corporate bodies.

115. The option of a company “managed by shareholdees’ been introduced for the private
limited liability company. This form of the privatanited liability company does not have a
board of managing directors as a separate corpbratg. The joint shareholders or the sole
shareholder act as management, which simplifiestdkeng of corporate action and the
management of this type of company in general. €§inc managing directors have been
appointed as such, there are no formalities of iappent, suspension, and dismissal of
managing directors, nor is there a difference betwshareholders’ meetings and board
meetings in this case. The shareholders may deterthe details of the way in which they will

35



FINAL
June 25, 2012

manage the company and the division of tasks mytweajreed upon in a shareholders’
agreement.

116. The management of a private limited liability compas under the obligation to keep a record
of the company’s shareholders. The contents ofliageholders register are the same as for the
limited liability company.

117. The shareholders register must be regularly kegbugate. Every shareholder has the right to
inspect the shareholders register. The ArticlesAsdociation may stipulate that others are
entitled to inspect the shareholders register. piinate limited liability companies are also
required to file annual profit tax returns togethéth the relevant financial statements. For tax
exempted companies, additional requirements agppty XA Profit Tax Act).

The Foundation (Stichting’)

118. A Foundation is a legal person. Its purpose iss® its capital for the realisation of its objects
as laid down in its Articles of Association. It doaot have members or shareholders, nor a
capital divided into shares. The Board of a fouimthatwhich manages its affairs, is therefore
not subject to the overall control of members @rsholders.

119. The initial Managing Board is appointed at the motraf incorporation. Thereafter, vacancies
are filled at the sole discretion of the board ffice or by another person or body especially
nominated for that purpose. The foundation mayooeéd for either an unlimited duration or a
certain period of time or until a specified eventurs. The foundation can be dissolved by
resolution of the Board, unless the Articles of @dation provide for otherwise. For example,
it is possible that the Founder has the authooitglissolve the foundation. An interested party
can also request that a competent Court dissoé/étimdation.

120. A foundation is established by a notarial deed eteztbefore a civil law notary. The Articles
of Association of a foundation must include (i) tme of the foundation, including the word
‘Stichting’ (foundation) or a translation theregif) its purpose, (iii) the first managing board,
(iv) the manner how board members are appointediemiissed, (v) where the foundation has
its (statutory) seat, and the designation of th&arz® after liquidation in the event of
dissolution of the foundation or the manner in Whibe designation shall be determined. A
foundation has no capital per se, since it hashaves or shareholders. The Founder of a
foundation can contribute to the foundation théahassets at the time of establishment of the
foundation or on any date afterwards.

121. A foundation may also have a supervisory board whigervises the board in accordance with
the Articles of Association. The Founder of a foatoh and the members of the board and of
the supervisory board can not participate in tlsetsand/or profits of a foundation.

The Private Foundation (“Stichting Particulier Fonds)

122. The private foundation has been introduced as @maof the long existing “common”
foundation. The private foundation is comparabléhtdo Anglo-Saxon trushe Dutch name is
‘Stichting Particulier Fonds’ abbreviated SPF. The private foundation is, like other
foundations, a separate legal entity, with assedsliabilities in its own name. Furthermore, a
private foundation neither has shareholders, mesnbethe like. Beneficiaries do not have to
be appointed if such appointment is not desiredil&Vih is not possible that a common
foundation makes distributions (except distribusiaf an idealistic or charitable nature) to the
incorporators or to others out of its income or ollits assets, a private foundation is allowed
to do so.
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123. Therefore, the purpose of a private foundation rimyude the making of distributions to
incorporators and or others, such as children andghildren of the founder, without serving a
charitable or social purpose. Beneficiaries of sdisfributions can — but are not required to —
be appointed/designated in the Articles of Assamiatand if such is done, either in very
general or very specific terms. In most casesAttieles of Association of private foundations
do not provide for such designation and it is &t diiscretion of the Board of Directors of the
private foundation to designate beneficiaries.

124. Another major difference between common and privistiendations is that the private
foundation’s purpose may not be to conduct a bssime enterprise for profit. Managing its
assets (investments, equities etc), to act asdingotorporation, or to participate as a partner in
a limited partnership, will however not be regarded "conducting a business". Under the
provisions of Book 2 of the CC, the foundation niayest its assets, and may do so actively.
There are no limits on the type of investmentsdovate foundations, however they are not
allowed to include in the purpose clause of itdcdet of Association, the following words - “to
generate profits by running a business or entexpoisprofit”.

125. Like the common foundation, a private foundationesablished as such by deed executed
before a notary. The contents of the Articles sbéciation are the same as described for the
common foundation.

126. As a general provision in Curacao’s corporate &hegal entities — including foundations and
private foundations that are not carrying out ariegmise — must maintain a proper
administration, and prepare an annual balance sretprofit and loss account. In case a
foundation carries out an enterprise, it is requieefile an annual profit tax return.

The Association

127. An Association is a legal entity with members, fednby a multilateral legal act. An
Association can also be established by notariatl deemay not distribute profit amongst its
members. An Association of which the Articles a$s@ciation have not been recorded in a
notarial deed cannot acquire registered property camnot inherit an estate. An Association
can have ordinary members and one or more othess alaembers. Membership of an
association shall be personal, unless the Artimi@sssociation provide otherwise.

128. The management of the Association shall be appbiinten the members, and the appointment
shall be made by the general meeting unless thieléstof Association provide that non-
members may also be appointed or for a differentmaa of appointment, provided each
member is able to participate, directly or indihgcin the voting on the appointment of the
officers.

129. The Articles of Association may provide that thengel meeting shall consist of delegates
elected by and from the members and also reguiateninner of election and the number of
delegates. Each member must be able to, direcilydirectly, participate in the election. All
powers of the Association not conferred on othepamte bodies by law or the Articles of
Association, shall vest in the general meeting.

The Cooperative Association and Mutual Insurance Asociation

130. A cooperative association is a legal person witmimers, established by a notarial deed. The
object of a cooperative association is to make ifgrdor the benefit of its members or to
provide for certain material needs under contraatiser than insurance contracts. A mutual
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insurance society is also a legal person with mesplestablished by a notarial deed. Its objects
must be to enter into insurance contracts witimtkeenbers and keep the members insured.

Licenses

131.

132.

Under local law, each legal entity that carriesaonenterprise needs to have a license for the
managing directors to act as such (director's Begnand a license to carry out business
(business license). These two licenses are idsydte Government.

In addition, the Central Bank issues licences galitinstitutions (banks), insurance companies,
company (trust) service providers, investment tagtns, and administrators of investment
institutions.

Liquidation

133.

The voluntary liquidation of a legal entity stanith a resolution of the shareholders, members,
an interested party, or the Court (as the casebapto that effect. The liquidator does not have

to be a resident of Curacao and can be eitherdividoal or a company. In the absence of the

appointment of a liquidator, the Board or the Chandf Commerce (as the case may be) are to
act as liquidators. Once a company is in liquidgtithe liquidator manages the affairs. The

legal entity continues to remain in existence bultyan so far as this is necessary for the

liquidation and dissolution of its affairs. Thedidator converts the assets of the legal entity
into cash, settles the relationships with thirdiparand pays the debts.

Registration

134.

135.

All companies conducting business in Curacao ageired to be registered with the local
Chamber of Commerce and Industry. This registratemuirement also applies to branches of
foreign companies, where branches are establishddcanduct business in Curagao. The
information relating to the Company (name of thenpany, date of incorporation, place of
business, Articles of Association and any amendsiiigreto) as well as the information of the
managing director(s), supervisory director(s) (ifyrand proxy holders (if any) need to be
registered and this information is publicly avaiealand may be reviewed by any person.
Shareholders or ultimate beneficial owners are mpablicly registered. Also foundations,
private foundations, associations, partnershipseareired to be registered with the Chamber of
Commerce. The registration comprises the samem#ton as for companies.

As of January 1, 2010 there is only one registerafbrequired registrations. The statistics as
per June 30, 2010 are as follows:

Table 3.
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2010 2009
Legal Form Total Local International Total Local
Proprietorships 7580 7580 7411 7411
Open partnerships 228 220 8 227 215
Limited Partnerships 153 55 98 156 51
Partnerships 22 22 22 22
Limited Liability Companies 18372 7682 10690 19208 7749
Private Limited Liability Companies 3088 2287 801 2517 1728
Shareholder Managed Private Limited Liabilty Companies 24 23 1 2 25
Cooperative societies 28 27 1 27 26
Foundations 3600 3290 310
Private Foundations 4544 261 4283 30 1
Association with full jurisdiction 104 104
Association with limited jursidiction 15 15
Association without jurisdiction 3 3
Dutch Private Limited Liability Companies 440 8 432 472 2
Others 193 114 79 193 108
Total 38394 21691 16703 30289 17348
Table 4.
2008 2007
Legal Form Total Local International Total Local International
Proprietorships 7095 7095 7530 7530
Open partnerships 14 202 12 248 234 14
Limited Partnerships 162 41 121 163 37 126
Partnerships 9 19 17 1
Limited Liability Companies 20186 7793 12393 20609 7775 12834
Private Limited Liability Companies 2052 1325 7217 1482 886 596
Shareholder Managed Ptivate Limited Liabilty Companies 23 22 1 2 21 1
Cooperative societies 26 25 1 29 28 1
Foundations
Private Foundations 34 1 20 ¥ 1 23
Association with full jurisdiction
Association with limited jursidiction
Association without jurisdiction
Dutch Private Limited Liability Companies 525 9 516 552 6 546
Others 176 97 79 147 97 50
Total 30512 16642 13870 30833 16642 14191

Corporate record keeping requirements

136. The management of a legal entity is obligated tpke record of the financial condition and of
everything relating to the activities of the legaitity according to the requirements to which
such activities give rise and it must keep the Bpdkcuments and other data carriers in respect
thereof in such a manner that the rights and ofitiga of the legal entity can be ascertained
there from at any time (article 15, paragraph Bobk 2 of the CC). If management fails to
keep books and records and does not prepare falastatements, each management board
member may personally be held liable in case okhagotcy (article 16, paragraph 2 of Book 2
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of the CC). Furthermore, the management must pgegatten annual accounts, comprising of
at least a balance sheet and a statement of inameheexpenses (article 15, paragraph 2 of
Book 2 of the CC). In the event the company camgerlarge company, additional conditions
have to be complied with when preparing the anagebunts.

137. For example an external expert is required to ahditannual accounts. An external expert can
be aregister-accountantas defined in the Dutch regulations, an admirtisgeaccountant
consultant as defined in the Dutch Civil Code, rifoed public accountant as defined in the US
regulations and a person admitted as an experhé&yMinister of Economic Development
(article 121, paragraph 6 of Book 2 of the CC).

PARTNERSHIPS
Introduction

138. Partnerships are contractual co-operations for qae® of professional practice or business
operations; they are not legal entities. Theretlaree (3) forms of partnerships: A partnership
(maatschapp general partnership éwnootschap onder firmaand limited partnership
(commanditaire vennootschpAll partnerships are formed either by notarieéd or by a deed
executed between parties.

The General/limited Partnership

139. A general partnershipvennootschap onder firmar ‘VOF’) acts under a joint name, conducts
a business and has a separate cagitdl is an agreement concluded between two or more
(legal) persons that meets the formation requirésnehprofessional partnerships. In a general
partnership (“ennootschap onder firmpthe individual partners are jointly and severdiyple
for the debts resulting from the partnership.

140. In the limited partnership (emmmanditaire vennootschgpa distinction is made between the
limited partners and the general partners. Thergépartners are jointly and severally liable
for the debts resulting from the partnership. Tiability of the limited partners is, in principle,
limited to the amount of their contribution to tipartnership. This limitation is, however,
forfeited in the event the limited partners areedily involved in the management of the
partnership.

Partnership

141. In a partnership‘ihaatschap) the partners are not jointly and severally liafile the debts
resulting from the partnership. In principle, aditer can hold each partner liable for an equal
part of the debt (notwithstanding each partnerareshn the partnership), unless when entering
into the obligation which gave rise to the delwdis explicitly stated that each partners’ portion
of the debt would be in proportion to their shar¢hie partnership.

Registration

142. Both general- (gnnootschap onder firmaand limited partnerships dmmanditaire
vennootschaphave to be registered in the Commercial Registewever, the registration of
the partnershipnjaatschapin the Commercial Register is optional.

Tax Filings

40



FINAL

June 25, 2012

143.

15

144.

145.

146.

147.

148.

As partnerships are fiscally transparent, theynaterequired to file profit tax returns. In stead,
each partner must include its partnership incontésrown profit or income tax return.

Overview of strategy to prevent money launderig and terrorist financing
AML/CFT Strategies and Priorities

Curacao has adopted a multi-directional approackisicombat against ML and TRVith
regard to the FIU (MOT) the government actively fito maintain a high standard of
professionalism within the FIU (MOT), in order toeet its objectives as stated in article 3 of
the NORUT and in the NOIS. The objectives are ®vent and detect ML and TF activities
and to disseminate after analysis, the suspici@msactions to the Public Prosecutor’s Office
(PPO). The FIU (MOT) meets on a regular basis ithPPO and Law Enforcement Agencies
to discuss items of common interest in the figtdiagt ML and TF. Every year the employees
of the FIU (MOT) attend trainings, both locally amcternationally, seminars and other
meetings where they are given the tools to adsshtin the combating of ML and/or TF.

Pursuant to the NORUT, the FIU (MOT) is in frequenntact with the reporting entities to
ensure that they are aware of the ML and TF ribks$ they can encounter in their work and
how to deal with themil'he authorities identify the key elements of the overall strategy to
combat ML and TFto be:

a. Implementing international standards, in particulathe FATF
Recommendations;
b. Maintaining a strong penal regime against drugfittéhg, ML and TF and

other crimes;

C. Having effective law enforcement that serves asamg deterrent;

d. Hiring motivated and professional staff to develop implement AML/CFT
policies and measures;

e. Promoting a high level of coordination and coogeratamong all relevant
government agencies; and

f. Having frequent meetings with the private sect@resentatives to inform
them of recent policies, to get their input intostrecturing AML/CFT
frameworks.

With regard to the FIU (MOT), the effectivenesstsfprogrammes is measured, amongst other
things, by the quantity and quality of reports reed after providing training to the different
sectors. An increase in reports based on subjeittlieators, in certain sectors, was also the
result hereof. Furthermore, by working togetherhwither relevant agencies, e.g. law
enforcement, has led to a better understandinigeoivork of the FIU (MOT) and more efficient
cooperation.

The number of convictions due to ML has signifitamicreased over the past years. This is a
direct result of the increased measures undertakehe Government, including the AML/CFT
rules and regulations issued/enacted over theypass.

The government has amended the NORUT and NOIS asdstiengthened its AML/CFT
regime by incorporating the designated non-findruisinesses and professions (“DNFEBP
in the respective laws. The FIU (MOT) was assigwétl the task of supervising the DNFBP
concerned, excluding the company (trust) servicesigers, administrators, internet gambling
and casinos, which have their own supervisory aiiies.

1.5b The institutional framework for combating ML and TF
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Ministries:

Ministry of Finance

149.

The Minister of Finance and the Minister of Just@ee responsible for the AML/CFT
legislation. The Minister of Finance is, amongsheot things, responsible for financial
supervision legislation and tax legislation. Thenidiry of Finance assesses the budgetary
implications of newly proposed AML/CFT legislatioBased on the assessment, an advice is
formulated and incorporated in the explanatory mamdum to the AML/CFT legislation that

is enacted. The FIU (MOT) falls under the MinistéFinance.

Ministry of Justice

150.

The Minister of Justice is primarily responsible the policy making with respect to judicial
matters and the enacting of legislation relatingdoal and penal procedures and legal persons
and arrangements.

Ministry of General Affairs

151.

The Legislation and Legal Affairs department of Mimistry of General Affairs is responsible
for reviewing draft AML/CFT legislation and in gaia& making sure that the quality of all the
legislation on the national level is being mainéain

Ministry of Foreign Affairs

152.

The Kingdom of the Netherlands comprises of thenBlidands, Curacao, Sint Maarten, Aruba
and the three BES islands (Bonaire, Sint Eustatiuk Saba). The Minister of Foreign Affairs
of the Kingdom of the Netherlands is responsibletli@ foreign policy of the whole Kingdom.
The Foreign Relations Organization of Curacao doatds the foreign policy of Curagao in
cooperation with the Ministry of Foreign Affairs imhe Hague. The Foreign Relations
Organization of Curacao coordinates, among otliegs¢h the ratification process of AML/CFT
treaties and the participation in (sub-) regiomal mternational organizations for Curagao.

The National Committee on Money Laundering(CIWG)

153.

154.

The CIWG is a national committee established byila®990 to advice the government on anti
Money Laundering measures to be taken in order ¢o compliant with the FATF
Recommendations. In 2002 the legislation appointireg CIWG (National Decree no. 18 of
May 30, 2002) was amended to include the combatingerrorist Financing. The CIWG
comprises of representatives of the Office of th#orey-General, Tax Office, Justice
Department, Central Office for Legal and Generdlak$, Foreign Relations Organization of
Curacao, the Central Bank, and the private sectepsesentative bodies being the Curacao
Bankers Association, the International Bankers Awdmn, and the Curacao International
Financial Services Association (CIFA). The FIU (MQihe Gaming Control Board (GCB), the
Insurance Association of the Netherlands Antill®&AYYV) and ACONA (Association of
Compliance Officers of the Netherlands Antillesyri@de also attend the CIWG meetings and
are involved in the consultation process concernéngew of draft rules and regulations.

In 2002, the Central Bank was appointed Chair amcre®ary of the Committee. The CIWG
advices the government on the developments onntieenational standards regarding AML/
CFT and also the CIWG helps in the drafting of $éion, monitors and co-ordinates the
various agencies’ efforts to achieve full compliawdth the FATF 40 + 9 Recommendations.
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The CIWG is in constant consultation with the prévaector’'s representative bodies. This
cooperation helps in making the measures that emgoped to Government also practical to
implement. The CIWG is the main contact with FATSFATF and other organizations and

countries on this specific area. The CIWG can exether bodies and organizations to partake
in its work.

Criminal justice and operational agencies

The FIU (MOT)

155. The tasks of the FIU (MOT) are set out in Articesind 1 under h and in article 22h of the
NORUT. The Meldpunt Ongebruikelijke Transactieghie FIU (MOT) of Curacao. The FIU
(MOT) has been an Egmont member since 1998. As af RD10 the FIU (MOT) has been
designated as the supervisory authority for the BIRS:

Public Prosecutor Office (PPO)

156. The Public Prosecutor’s Office (PPO) is responsibtethe proper investigation of all crimes
including the offences of ML and TF. Under the diren of the PPO the investigation of
criminal offences is carried out by the Police.cbombat ML and TF the Police have instituted
special services as follows:

. BFO/Harm (Bureau Financial Investigations/Hit &wh Money Laundering)

. VDC (Security Service of Curagao)

. RST ( Special Task force Curagao)

. TIO (Information and Investigation Team of moneyridering through fiscal
constructions)

. P10OD (Customs Investigation Service)

. UFCB (Unit Combating of Financial Crimes)

. LR (Investigation Service of the Government)

Police (BFO)

157. The BFO/HARM comprises the financial criminal intigators. The BFO/HARM is a
department especially charged with the combatinlylbfand the applicable cases of TF and
consists of fifteen (15) staff members to perfos duties. To keep abreast of the ever
changing ML characterizations, the members of skiwvice attend relevant courses, seminars
and conventions.

158. According to the NOOCMT, the police officials wonkj at the Immigration Service are
required to send immediately to the FIU (MOT) réparontaining information on the cross
border cash and /or bearer negotiable instrumentgedl as the funds taken into custody. The
special unit of the police (BFO) decides what hagpeith the passenger and the money.
Customs Officers have the authority to carry owestigations on their own, but Customs
Curacao has an agreement with the police thathallcases concerning money transport are
handed over to the BFO because it is more speeihliz

Customs

159. The tasks of Customs include law enforcement wéthard to the combating of ML and TF at
the border. Customs is obliged to report both eteztand intended unusual transactions to the
FIU (MOT). The responsibilities of Customs with pest to cross-border cash and /or bearer
negotiable instruments are laid down in the Natiddadinance Obligation to Report Cross-
Border Money Transportations (NOOCMT) (N.G. 2008, r4). According to the NOOCMT,
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customs officials are required to send immediatelythe FIU (MOT) reports containing
information on the cross border cash and /or besgotiable instruments as well as the funds
taken into custody. Furthermore, Customs of Curagdiwely screens containers by means of a
container scan due to high container mobility viardgao’s harbour. As previously noted,
Customs has had since 2008 passive dogs trainedsanithese to detect, amongst other things,
banknotes.

Intelligence and security agencies

160. The VDC has the task bound by law to strive to ehithe objective, to foster the fundamental
interests of Curagao towards a continued existiegnatratic legal order, towards an
incorruptible government, towards a sense of dameatety and other vital interest of Curacao
and where necessary that of the Kingdom of the éikthds. The VDC can do this by
safeguarding the interests mentioned in its ohjectry determining the risks to those interests
and by contributing in minimizing and controllingose risks.

161. The VDC therefore plays a role in the fight agaikdt and TF when ML and TF have the
tendency to bring down the existing democratic llegaer, to corrupt the government, to
threaten domestic safety or other vital interedtCaracao (like the financial market) or
interests of the Kingdom of the Netherlands.

162. The VDC will do this by collecting information abioperson(s) and organization(s) that are
involved in ML and TF, and that through their aities have caused a serious suspicion that
they pose a danger.

163. The Minister of General Affairs is informed of t®C findings. If a criminal offence is being
committed, the Minister of Justice will be notifie€ooperation from all government
organizations and government owned companies ieratipe when it comes to gathering
information for the safeguarding of the abovemamdainterests of Curacao. With the consent
of the Minister of General Affairs (also the PrirBnister), international cooperation is also
possible.

Task Force

164. On November 30, 2001 the Council of Ministers a&f tutch Kingdom concluded in a joint
statement, agreement on the intensification ofctimperation between the countries within the
Dutch Kingdom for the combat of terrorist financifyogress reports have in this respect been
issued on a regular basis thereafter. The lategr@ss report (7th) was issued in 2008. A threat
assessment concerning, amongst other things, ttending of terrorism, has also been
performed by the Dutch National Coordinator ColintgiFinancing of Terrorism. The report
resulting from this assessment was presented tdP#rbament of the former Netherlands
Antilles.

Committee law enforcement agencies

165. The committee comprises of the FIU (MOT), the PRQstoms, Tax office and several law
enforcement authorities. This Committee meets deradly (approximately every two months)
and discusses common subjects with regard to gh¢ digainst ML and TF.

Financial sector bodies:

Supervisors of financial institutions, including the supervisors for banking and other
credit institutions, insurance, and securities and investment.
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166.

167.

168.

169.

The Central Bank is entrusted with the supervigibthe compliance with the AML/CFT legal
framework by the financial institutions pursuantaiticle 1, paragraph 1, sub i in conjunction
with article 11, paragraph 1, sub a of the NOISclar1, paragraph 1, sub h in conjunction with
article 22h, paragraph 1, sub a of the NORUT amd/éttious supervisory ordinances.

The Central Bank has issued Provisions and Guigli(P&Gs) on the Detection and
Deterrence of Money Laundering and Terrorist Fimagndor the financial institutions which
are subject to the AML/CFT regime. The provisiond guidelines (formerly Guidance Notes)
were first issued in 1992 and have been updatetihcausly.

Articles 9 and 9a of the NOIS authorize the CenBahk to impose penalties or fines in the
event of non-compliance with AML/CFT legal requiremts. Article 9d of said ordinance
authorizes the Central Bank to publish details mdigg imposed penalties or fines.

Article 20, paragraphs 3 and 4 of the NORUT regullie information sharing between the
Supervisor and the FIU (MOT). Articles 22a and 2##tsame authorize the Central Bank to
impose penalties or fines in the event of non-caemgke with AML/CFT legal requirements.

Article 22e of the said ordinance authorizes that@é Bank to publish details regarding
imposed penalties or fines.

Supervisors or authorities tesponsible for monitoring and ensuring AML/CFT
compliance by other types of financial institutions, in particular bureau de change and
money remittance businesses.

170.

171.

172.

In accordance with Article 8, paragraph 1 of theERESM, the Central Bank is authorized to
grant a license to persons or institutions empowethem to hold a bureau de change.
However, it is the Central Bank’s policy for moreah two decades not to grant such licenses.
Only domestic commercial banks operating underptiogisions of the NOSBCI are permitted
to provide the service of exchanging foreign cucies

Money remittance businesses are subject to AML/GEpervision from the Central Bank
based on Article 1, paragraph 1, sub i in conjumctvith Article 11, paragraph 1, sub a of the
NOIS, based on Article 1, paragraph 1, sub h ifjuuation with Article 22h, paragraph 1, sub
a of the NORUT, and also on Article 21 of the RFEENC

The Central Bank issued AML/CFT provisions and gliites for money transfer companies
under the RFETCSM and also under the NOIS (Artlde paragraph 3) and NORUT (Article
22h, paragraph 3). Currently, a legislation prodesshe expansion of the legal framework for
the supervision of money transfer companies artti&r (sub) representatives is ongoing.

Exchanges for securities

173.

The license to a securities exchange The Dutctbaain Securities Exchange N.V. (“DCSX”)
was granted by the Minister of Finance only in Me2010. DCSX has a self-regulatory body
that oversees its activities. The Central Bank stipes both DCSX and the oversight activities
of the self-regulatory body. Because of this, exggasecurities companies can be expected to
establish in Curagao they have therefore been pocated in the NOIS and NORUT (N.G.
2011 no 31 and no 32).

The Central Bank
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174. As a financial service provider, the Central Bassued AML/CFT provisions and guidelines
for internal purposes. In accordance with the RF&WICthe Central Bank is the entity
authorized to grant foreign exchange licenses aedhptions. Said ordinance also authorizes
the Central Bank to issue implementation decregmef the foreign exchange regulation. As
such the Central Bank has issued General Admitiigrdregulation GAR 2009 (part 5),
Integrity requirements when submitting an applmatfor a foreign exchange license or an
exemption. GAR 2009 (part 5) has been updated ¢tude the latest amendments of the
AML/CFT legislation. The updated version, GAR 20@dart 5), has been published on the
Central Bank’s website. The integrity requiremedsalt with in GAR 2010 (part 5) regard the
identification of the natural person or legal gntib which a foreign exchange license or
exemption is granted.

Ministries or agencies responsible for licensing, registering or otherwise authorizing
financial institutions.

Minister of Finance

175. Licenses to securities exchanges are granted byithister of Finance after having been
advised on such by the Central Bank (Article 2haf NOSSE).

Ministry of Economic Development

176. All businesses, including the financial institutiprare required to apply for a business license
in order to be permitted to conduct their busines€uragao. The application for a business
license should be submitted to the Ministry of Emmic Development For financial
institutions the business license is a requiremenaddition to the license or registration
requirements as laid down in the respective superyilegislation.

Chamber of Commerce

177. All businesses, including financial institutionse aequired to register with the local Chamber
of Commerce. More specifically, the Commercial Regyi Act (N.G. 2009, No. 51) state the
following in Article 2, paragraph 1, Article 3, mraph 1 and Article 4, paragraph 1: There is a
Registry of Companies in which companies and Ipgasons are registered according to the
stipulations of this National Ordinance. In the Rag of Companies the companies that are
established or have a branch in Curacao, limitgallity companies, private limited companies,
co-operatives, mutual insurance companies, foungtiprivate foundations and associations
with full legal capacity are registered.

DNEFBP and other matters

Casino Supervisory body:
The Gaming Control Board

178. The Government of Curacao decided to establish B (8C1999 in order to combat money
laundering and to comply with the FATF standardse TGCB has ensured compliance by the
casinos with AML/CFT regulations through the Islamlinance (O.B. 1999, no. 97, lastly
amended by O.B. 2010, no. 27) that specificallyulsigs the casino sector, using the
enforcement tools allowed by that legislation. Thisans that although the NOIS and the
NORUT entrusted the GCB to ensure compliance va#se laws only since 2010, nevertheless
the GCB has effectively and legally ensured commgka of the casinos with AML/CFT
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179.

180.

181.

182.

183.

184.

regulations for over ten (10 years already. Indisabased on the NORUT for the casinos to
report were introduced since 2001.

The appointment of the GCB by the NORUT is basediditle 22h, paragraph 1, sub b, jo
Article 1, paragraph 1, sub a, under 11°, sub d,the appointment of the GCB by the island
government as supervisor for the casinos (Islancrd2e0.B. 1999, no. 84, lastly amended by
0.B. 2009, no. 60). The appointment of the GCBHeyN OIS is based on Article 11, paragraph
1, sub b, jo Article 1, paragraph 1, sub b, undér &ub a, and the appointment of the GCB by
the Island Government as supervisor for the cagistand Decree O.B. 1999, no. 84).

On Curacao, only legal entities can apply for ammad$icense (paragraph 1.1 of the Casino
License Conditions of the GOBIn doing so, the legal entity must discloseddlits financial
beneficiaries, and if these are legal entities ali, ihey also must disclogbeir beneficiaries
and so on until all financial beneficiaries are Ko down into a list of natural persons only,
leading to the UBO.

The GCB has each of these natural persons investidgey the VDC to ascertain whether the
person concerned has a criminal record (locallgvarseas) or if there is any reason to suspect
that this person or his actions may endanger Sttarity, public safety or otherwise disrupt
the community. If so, the VDC will issue a negatigdvice, and the GCB will deny the
personal license, and therefore also the casiradi.

Based on the Island Ordinance Casino sector Cur@@&s0) (Article 6 and 8 of the IOCSO
(0.B. 1999, no. 97, lastly adapted by O.B. 2010,2¥%), the GCB has the power to refuse or
withdraw a license, and to close down a casinbgeitemporarily or permanently. Paragraph
7.5 of the casino license conditions (the condgitmbe met to be eligible for a casino license)
states that the applicant must prove to the satisfa of the GCB that the casino business
meets the MICS.

Chapter 6 of the MICS, prevention of Money Laundgyistates all the requirements for
casinos regarding the prevention of ML and TF. MIES are part of the requirements to
obtain a casino license. If a license holder fadiscomply with any one of the license’
regulations (including the MICS), the GCB can asu#timate sanction withdraw the casino
license (Article 8, paragraph 1, sub c, of thendl®rdinance Casino sector Curagao) and close
down the casino.

The GCB can also use other sanctions, depending tingosituation as follows:

. Instruct the license holder and if necessary, ghlthis instruction (article 23t,
paragraphs 1 and 4, of the Island Ordinance Casor Curagao);
. Impose an order with periodic penalty payment uht#l demand is met (“last

onder dwangsom”) (article 23k, paragraph 1, of I8land Ordinance Casino
sector Curacao);

. Use administrative enforcement (“bestuursdwangtjdle 23d, paragraph 1 of
the Island Ordinance Casino Sector Curagao);
. Impose a fine to the maximum of NAf 5.000 per afferand if the offence

persists or is repeated this amount can be inalegzd¢o a maximum of NAf
5.000 per day for the number of days the offenagticoed or was repeated
(article 23p, paragraphs 1 and 2, of the Islandir@rite Casino sector
Curacao); and

. Due to the fact that non-compliance with the MIG&ipunishable act (article
26, paragraph 1, sub b, of the Island OrdinancenGasector Curacao), the
GCB can notify the PPO.
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185.

The Island Ordinance Casino sector Curacao has &egpted to reflect this sanction policy.
The adaptations came into force in June 2009. MH&S require a casino license holder to
appoint a compliance officer.

Supervisor or SRO for DNFBPs

DNFBP supervisory body:

The FIU (MOT)

186.

The FIU (MOT) is entrusted with the supervision aafmpliance with the AML/CFT legal
framework by lawyers, notaries, accountants, reahte agents, jewelers, car dealers, tax
advisors and administrative offices pursuant tacketl, paragraph 1, sub i in conjunction with
Article 11, paragraph 1, sub d of the NOIS, Artidleparagraph 1, sub h in conjunction with
Article 22h, paragraph 1, sub d of the NORUT. TH& FMOT) has issued AML/CFT
directives (provisions and guidelines) for DNFBPs.

The Central Bank

187.

188.

The Central Bank is entrusted with the superviidrcompliance with the AML/CFT legal
framework by company (trust) service providers addinistrators of investment institutions
pursuant to Article 1, paragraph 1, sub i in confiom with article 11, paragraph 1, sub a of the
NOIS, Article 1, paragraph 1, sub h in conjunctwith article 22h, paragraph 1, sub a of the
NORUT and the various supervisory ordinances.

According to the third paragraph of the above-nu@d Articles, the Central Bank is

authorized to issue P&Gs in order to advance canpé with the NOIS and the NORUT. As
such, the Central Bank has issued the P&Gs on étecilon and Deterrence of ML and FT for
Administrators of Investment Institutions and Sktfministered Investment Institutions and the
P&Gs on the Detection and Deterrence of Money Latnd and Terrorist Financing for

Company (Trust) Service Providers.

Registry for companies and other legal persons

189.

All companies, including DNFBPs, conducting busmés Curacao are required to be
registered with the local Chamber of Commerce amtlidtry. This registration requirement
also applies to branches of foreign companies, whi@nches are established and conduct
business in Curacao.

Any other agencies or bodies that may be relevant

190.

191.

Association of Compliance Officers of the Netherlatls Antilles (ACONA): The ACONA
was formally established in 2006, with the supmdrthe Curagao Bankers’ Association, the
Curacao International Financial Association, Inational Bankers Netherlands Antilles and the
Compliance Officers Netherlands Antilles. The basbjectives of ACONA are to raise the
level of compliance awareness in the broadest sandbe financial sector by means of
education and to provide an informal platform fergons working in the field of compliance to
exchange and share knowledge and experiences.

The member base of ACONA comprises a wide scafmancial service providers. Currently,
there are 104 members. The ACONA seeks to proviflaian for Compliance Officers to

freely discuss issues related to the executionheir tduties and to provide a networking
environment, in order to enhance the educationabpnities of their members.
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192.

193.

194.

195.

The Curacao Bankers’ Association (CBA):The CBA is the association of the local banks
established on Curacao. The CBA represents angefgrthe interest of its member banks and
serves as a forum for its members to discuss rsatfecommon interest and acts as a conduit
between the industry and the relevant authoritiesaddition, the CBA promotes continuous
upgrading of expertise among its members’ emplayEes CBA is a member of the CIWG.

The International Bankers Association (IBNA): the IBNA is the association of international
banks established on Curacao. The IBNA represamsfurthers the interest of its member
banks and serves as a forum for its members tosisoatters of common interest and acts as a
conduit between the industry and the relevant aitibs.

Insurance sector and the representative organizatis (NAVV; UNAC): Insurance
Association of the Netherlands Antilles (NAVV) igsponsible for organizing AML/CFT
trainings for the different companies, networkingpresentation of the insurance industry in
relevant committees (CIWG) and the contact withrdwulator.

Curacao International Financial Services Associatio (CIFA) and International Financial
Group (IFG): CIFA is a representative organisation comprisingvafious sectors of the
financial (services) industry of Curacao. IFG wasarfded by some of the major international
financial service providers in Curacao. They cdnie by giving advice and participating in
relevant AML/CFT forums.

The Financial Institute

196.

The Financial Institute founded by the financiaktee and the Central Bank provides
continuous training on a wide spectrum of finandiadmes. AML/CFT training form an
important part of the curriculum.

Curinde:

197.

198.

199.

200.

International trade and distribution is stimulatetd facilitated through the economic zones.
The economic zones are regulated by law: Nationedir@nce Economic Zones 2000
(“Landsverordening economische zones 2000”) (NE@B12no. 18).

Presently, there are two Economic zones with playsiow of goods: Free Zone Koningsplein
and Economic Zone Hato. These zones are managespanated by Curinde N.V. a company
of which the government is the major shareholder.

In order for a company to be admitted to Free Zdaringsplein or Economic Zone Hato, the
following requirements should be met:

— A one on one meeting with Curinde to present pldrawivity,
- A completed application form, together with two kaand two commercial references
must be submitted to Curinde N.V.,
— After a positive due diligence check:
0 Establish a limited liability company under locaw, which is dedicated
exclusively to the economic zone business;
0 Register company at the Curagcao Chamber of Comnaeténdustry;
0 Open alocal bank account; and
o Apply for the required licenses to start an operatn the economic zone.

Once the above is completed and a company is adhidtthe zone:
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1. Management and all employees need a valid pas#d¢o the zone. This also applies to
all buyers and visitors to the Zone.

In order to obtain a pass, a valid identificationstnbe presented. Relevant information
is entered into the access control system.

The access control system registers the flow o$grer and vehicles, whereby at all
times it is possible to check who is in- or hasrbieethe zone.

2. The flow of merchandise into and from the zonesdee®m comply with Customs
regulations. Customs is housed at the entrandeeaZones.

3. The export during a calendar year should be at [&8% of the total sales allowing
local sales up to a maximum of 25%. This is beimnitored by Curinde based on the
import/export trade figures obtained from the Cosoln case a company is not able to
comply, its admission to the economic zone wilf&eoked.

201. To prevent Economic Zone companies from becomingms of money laundering, a manual
was prepared with the assistance of Mr. Nikos RBassarofessor in Criminal Law and a
worldwide acclaimed authority in issues concerrimgrnational crime and money laundering.
During the preparation, several meetings were hétld selective companies and on October
13, 2008 a plenary meeting was held with all e-zzorapanies to present the draft manual. The
idea was to increase their awareness and recaddbdek. On May 26, 2009 a plenary session
was held to launch the manual and inform the ecimaone companies about the manual and
to answer all their questions.

202. This manual was sent to all economic zone compaiiggavoid trade in counterfeited goods,
plenary sessions were organized for all economie zmmpanies on April 13 and 16, 2010 to
create awareness of the risks involved. Herebyrnderwas assisted by a local law firm. To
raise awareness on Money Laundering risk withie fiade zones CURINDE N.V. in close
cooperation with the CIWG, the Drug Enforcement Aaistration (DEA) and the FIU (MOT)
organized over the years several training ses$wmribe free trade zone companies.

c. Overview of policies and procedures

Risk-based approach by the Central Bank

203. The risk-based approa¢RBA) as it relates to AML/CFT forms an integralrpaf the Central
Bank’s regulatory approach. It is incorporatedtie AML & CFT Provisions and Guidelines
issued by the Central Bank to all supervised sectBupervised institutions must conduct
enhanced due diligence for all of their high ridiertts. Supervised institutions must in that
respect develop risk profiles for all of their ausers comprising of minimally the following
possible categories: low, medium and high risk. Bupervised institutions must at least
consider the following risk categories while detirimg the risk profile of a customer: (i)
customer risk, which encompasses the type of cuwstand the nature and scope of the
business activities of the customer, (i) prodwasfices risk, which encompasses the
assessment of the existence of a legitimate busire®nomic, tax or legal reason for the
customer to make use of the products/servicesauffey the supervised institution, (iii) country
or geographic risk, which encompasses an evaluatidhe vulnerabilities arising from high
risk countries and territories, and (iv) delivehaanels risk, which encompasses an assessment
of the vulnerabilities posed by the distributioraohels of the products and services offered by
the supervised institution.

204. A supervised institution’s decision to enter inbosiness relationships with a customer
classified as high risk must be taken at its semanagement level. The institution must make
reasonable efforts to ascertain that the custorsetisce of wealth or income is not from illegal
activities and where appropriate, review the custtencredit and character and the type of
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205.

206.

207.

208.

transactions the customer would typically conduihe institution must ensure that the
identification documents of its high risk categofycustomers are at all times valid.

Supervised institutions may also apply simplifiedr@duced CDD measures when identifying
and verifying the identity of the customer and bleaeficial owner.

Supervised institutions must apply CDD requiremeéntsxisting customers and may determine
the extent of such measures on a risk sensitives lwepending on the type of customer,
business relationship, or transaction.

During the on-site examinations conducted by thet@é Bank, the examiners of the Central
Bank assess the content, effectiveness and adeqtitioy risk-based approach applied by the
supervised institutions. Any shortcomings identifrelative to the risk-based approach, will be
communicated to the supervised institution durlmg €entral Bank’s on-site examinations and
in the on-site examination reports of the CentrahiB

The Central Bank considers the following finanantitutions to be very ML/FT low risk due
to the nature of their businesses: credit unioasings and credit funds, pension funds and
funeral insurance companies. Life insurers are a@osidered ML/FT low risk. This is
particularly due to the nature of the activitiegytlconduct and the type of transactions they
perform.

Risk-based approach by the FIU (MOT)

2009.

FIU (MOT) has issued AML/CFT directives for lawyegvil law notaries, accountants, real
estate agencies, tax advisors and administratifreesfthat allow them to implement a risk-
based approach. The RBA mirrors that for supedviisstitutions described above.

Risk-based approach by the GCB

210.

211.

The RBA as it relates to AML and TF forms an intdguart of the Gaming Control Board's
regulatory approach. It is incorporated in the MI€&garding Deterrence and detection of
money laundering and terrorist financing (Chaptef 6he MICS). Casinos must develop clear
customer acceptance policies and procedures, ingwddescription of the types of customers
likely to pose a higher than average risk to th&nma The casino should develop risk profiles
to determine which of the categories expose itsoa® higher risk. Casinos should conduct
enhanced due diligence for high risk customerdudiag politically exposed persons (PEPS),
their families and associates. The casinos mulaat consider the following risk categories
while determining the risk profile of a customer:

- Customer risk;

- Transaction risk;

- Country/Geographic risk.

d. Progress since the last mutual evaluation

The last assessment of the Netherlands Antillesiptance with the FATF Recommendations
was conducted by the IMF in 2002. The IMF reporsvussued in 2004 after the findings were
actualized. In 1999 the FATF conducted an AML asisesit of the Netherlands Antilles. The
remarks and recommendations of the FATF examinadenduring the last Mutual Evaluation
have been revised by the competent authoritiesn leffort to enhance its legal and institutional
AML/CFT framework the Netherlands Antilles has magiignificant changes to its legislative
and regulatory regime. The supervisory oversigas Ibeen strengthened as well. The
following measures below have been taken to addnessmarks and recommendations made.
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The FIU (MOT)

212. The FIU (MOT) legislation provides a platform fon amproved exchange of information
between the FIU (MOT) and other authorities. Sitheelast mutual evaluation the FIU (MOT)
introduced an online reporting system. The CemBealk and FIU (MOT) addressed the issue
of reporting unusual transactions by giving infotima and training sessions to the sectors
subject to their supervision. There has been sagmf improvement in the reporting behaviour
of the non-bank financial institutions.

213. Since 2004 FIU (MOT) has signed more than fortyen{#d9) MOUs with foreign financial
intelligence units. The first MOU was signed in 2Q@elgium) and the last MOU was signed
in 2010 with Canada. Since the last amendment oRND exchange of information with
Egmont member countries can occur without a MOU.

AML/CFT provisions and guidelines

214. After the last Mutual Evaluation the Central Bamdated the respective AML/CFT provisions
and guidelines by including the recommendationses$ed by the FATF examiners. A copy of
the then new AML/CFT provisions and guidelines wseat to all (financial) institutions under
its supervision, specifically Provisions and Gliltes on the Detection and Deterrence of
Money Laundering and Terrorist Financing for Crddgttitutions; Money Transfer companies,
Company (Trust) Service Providers and Administatof Investment Institutions and Self-
Administered Investment Institutions.

215. Aforementioned provisions and guidelines have beerended several times since their
introduction in order to comply with the latest FARecommendations.

Countries with less adequate anti-money launderintaws

216. All supervised institutions that conduct foreigneogions, either through a branch and or a
subsidiary and or a representative office, shoubdigde the Central Bank with a “Statement of
Regulatory Compliance”. The Statement serves taigpthe Central Bank on the ongoing
compliance by the supervised institution’s foreigperations entity with the laws and
regulations of the relevant foreign jurisdictionifs)which each operate¥he Guidelines for the
Statement of Regulatory Compliance entered intecefiis of June 2007

Money Transfer Companies

217. Money transfer companies that operated without @entral Bank’'s authorization were
denounced to the PPO. Money transfer companiesubject to the NOIS and the NORUT
since 2001. There are AML/CFT provisions and gumgs in place for this sector and training
and information session are given frequently.

Company (Trust) Service Providers

218. Company (trust) service providers have been supsiiy the Central Bank since 2004, as was
advised by the IMF. Formerly, (since 2002) the sugen of this sector was entrusted to the
“Raad van Toezicht” by virtue of the National Orditte on the Supervision of Fiduciary
Businesses (N.G. 2001, no. 147). The Central Bankisestment Institutions & Trust
Supervision department supervises this sector. @amartment periodically conducts onsite
examination at the institutions in this sector. THasis for the supervision of this sector is
anchored in the NOSTSP.
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219.

220.

Training and information sessions are given pecatlf by the Central Bank. Legislation
(National Decree Custody Bearer Shares CertificdteS. 2010, no 36)) has been put in place
securing custody of bearer shares issued by irttenah companies. Local companies are not
allowed to issue bearer shares. This decree isllmasthe NOSTSP.

All the recommendations of the assessors have ipgglemented. The respective legislation
and AML/CFT provisions and guidelines for the swpgon of these institutions are in place.

Casino industry

221.

The Gaming Control Board (GCB) was established9891The establishment of the GCB in

Curacao has increased the awareness of the AML/@F&ats in the casino industry.

Aforementioned awareness was also increased bydimgwvtraining and information sessions

by experts to the players in this sector. The @asettor has to comply with the NOIS and the
NORUT and MICS.

The Economic zone

222.

223.

224.

The Economic zone and the national anti money laxing authorities have addressed the
concerns mentioned in the FATF Mutual Evaluatiorp&te In the meantime the Economic
zone issued AML/CFT manuals for all economic zomempganies. Several training and
awareness sessions have been organized over theepes A DEA officer of the United States
who was based in Panama presented an AML/CFT aasereal Economic Zone case from
Panama. This training was presented both to theazcic zone companies and to the financial
sector.

In the meantime the “legislation on a reportingteysfrom cross border cash transactions” has
been introduced. This legislation also covers mamyeinstruments as recommended by the
assessors. The powers for Customs officer have b included in aforementioned
legislation.

As a result of the changes made many prosecutiomeamey laundering were brought before
the Court and were successfully convicted. At tiRATF plenary of October 2009 the results
of a specific ML case “the Kings Cross” were présdn The “Kings Cross” was a case in
which law enforcement authorities investigatedgdleactivities within Curacao’s Economic
zone.

Customs

225.

226.

Since the last Mutual Evaluation the NOOCMT entered effect. The Customs Department
enforces the NOOCMT at the border. Operation Ki@gsss is an example of the execution of
the aforementioned legislation. In 2008 Custom®sted in the training of passive dogs that
besides drugs and fire arms also have the ahilitietect banknotes.

Customs has invested also in three (3) SABRE 400@. SABRE 4000 is a portable trace

detector that can detect threats from explosivegmical warfare agents, toxic industrial

chemicals or narcotics, and can do so in approxipaventy (20) seconds. Customs has three
(3) baggage scanners at the airport. These scamanergapable of detecting organic and
inorganic items such as weapons, explosive anatiesc

Ratified conventions

227.

The 1990 Council of Europe Convention was ratifigdthe Netherlands Antilles in August of
1999.
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2. LEGAL SYSTEM AND RELATED INSTITUTIONAL MEASURES

Laws and Requlations

2.1  Criminalisation of Money Laundering (R.1 & 2)
2.1.1 Description and Analysis

Recommendation 1

228. Money laundering (ML) is punishable under the Pdbadle, Title XXXA in Articles 435a to
435c. These Articles deal with three forms of Mlamely intentional, culpable and habitual
money laundering.

229. Article 435a provides for intentional ML. In thiage ML is comprised of:

(a) hiding concealing the true nature site oriardjsposal or transfer of the object
or the disposal or transfer of the object or thdirfyj or concealing the party
who is entitled to the object while he knows th¢eobis directly or indirectly
derived from any crime;

(b) the acquisition, possession, transfer, conversionse of an object while the
person knows or understands that the object ictrer indirectly derives
from any crime.

230. The penalty for intentional ML is a prison term motceeding twelve (12) years or a fine not
exceeding one million guilders.

231. Penal Code Article 435b provides for habitual MLheTArticle provides that ‘a person who
habitually commits money laundering shall be liaole prison sentence not exceeding sixteen
(16) years or a fine not exceeding one million amd hundred thousand guilders.” In such
cases the prosecutors must show that the offenderdisplayed conduct which shows a
demonstrable pattern of money laundering behaviour.

232. Penal Code Articles 435c provides for culpable Mihe Article provides that:

(a) hiding concealing the true nature site oriardjsposal or transfer of the object
or the disposal or transfer of the object or thdirfy or concealing the party
who is entitled to the object while he should reedae suspect that the object
is directly or indirectly derived from any crime;

(© the acquisition, possession, transfer, conversionse of an object while the
person should reasonably suspect that the objdatistly or indirectly derived
from any crime.

233. The penalty is a prison term not exceeding foury@grs or a fine not exceeding twenty five
thousand (25,000) guilders. The prosecutor is @blgharge an individual with all three types
of ML where warranted and the Judge may determihatwthe most appropriate offence to

apply is.

234. The offences relating to intentional money laurgninder Article 435a do not strictly meet
the criteria set out in the Vienna and Palermo @ations to the extent that under the
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235.

236.

237.

238.

239.

240.

Conventions, the mental element for the crime ahdfer and conversion is twofold, i.e.
knowing that the object in question is derived frorime and carrying out transferring and
converting activities for the purpose of concealtnainthe origin. Under Curacao law, the
prosecutors would only have to prove the first eetrand not the second. With regard to
hiding and concealing the origin of such objediss is a separate offence for which the mental
element only relates to knowing that the objeatdgved from crime (which is in keeping with
the requirements of the Conventions). The Curaaaotherefore is broader in nature than the
requirements of the Convention. In the circumstanthe Examiners do not believe that this
negatively impacts the effectiveness of the regime.

Money laundering offences pursuant to Articles 436a435c of the Penal Code are in
accordance with Article 3 paragraph 1(b) of therivii@ Convention. However with regard to
sub paragraph ¢ of the Vienna Convention, the aitidg® have not fully criminalized
possession of equipment or materials or substahstesl in Table | and Table Il. The
criminalization of these offences should include kmowledge that they are being or are to be
used in or for the illicit production of narcotiaad psychotropic substances.

With regard to Article 6 of the Palermo Conventithe definitions contained in the Penal Code
do substantially meet the requirements of the Cotime. However it is not clear that the laws

of Curacao allow for the prosecution of all seriaffences that have been committed abroad
which have counterpart offences in Curacao. Theigians of the Penal Code are very clear as
to its application to residents of Curacao who hawenmitted offences abroad and to the
treatment of offenders where the proceedings argylieansferred for trial in Curacao based on
a Treaty with the State in which the offence wasiciited. In other cases, the Code (Article
4, 4a and 5) speaks to the prosecution of certd@émaes in Curagao which have taken place
abroad. It is not clear whether these named offerefer to all serious offences as specified in
the Palermo Convention. So, for example, Articldd,and 5 does not refer to the offences of
trafficking in human persons and migrant smuggl(iRgnal Code Articles 203a, 260, 287, 288,
289 and 290), nor reference to the arms traffickirayisions of the Fire Arms State Ordinance.

In the Penal Code articles on money launderingjetb’ mean all goods and all property
rights, which are directly or indirectly derivecbin any crime. The Examiners are of the view
that the scope of the language of the statutepsoppately wide to apply to assets of any kind
which are connected to criminal activity whetheredtly or indirectly, meeting the
requirements of the Convention.

There are no provisions in the Penal Code whiclcatd that it is necessary for a person to be
convicted of a predicate offence as a prerequisitrosecuting a ML case. There have also
been decisions of the Court which indicate thateh& no requirement for a conviction for the
predicate offence. (Judicial ground 3.5 HR 28-00420.JN: AP2124).

All three of the ML offences refer to “objects derived from any crimeAs a consequence the
ability of the Authorities to prefer a ML chargedaprosecute ML offences would not depend
on the nature of the predicate offence, sinceraties would be included as predicate offences.

The Authorities have provided details of the offefhdhat match those listed in the FATF
Listing of Designated Offences. These are contaiimdéble 5.
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Table 5: Designated Categories of Offences

EATE 20 DESIGNATED CURACAO’S EQUIVALENT LEGISLATION

CATEGORIES OF OFFENCES

Participation in an organized criminal group andArticle 146 of the Penal Code.
racketeering

Terrorism including Terrorist Financing While terisn? is an offence under

1° Articles 97 thru 102, 114 subsection 2, 123
subsection 2, 124a subsection 2, 129, 130, 163%5ub
167c sub 2°, 172 sub 3°, 174 sub 2°, 176 sub 8°, 18
subsection 2, 300 and 302 of the Penal Code;

2°. Articles 122a, 122b, 128a, 128b, 182a, 182b,
295b, 302a, 318a, 318b, 430a and 430b of the Penal

Code;

3°, Articles 146a, 295a and 298 subsection 3 ef th
Penal Code;

Trafficking in human beings and migrant smuggling.Human smuggling and Slave trade are criminalized in
Articles 203a, 287, 288, 289 and 290 of the PendeCo

Trafficking in Women en Children is criminalized in
Article 260 of the Penal Code.

As of the amendment of the Penal Code which passed
Parliament on the7of July 2011, Human Trafficking in
General is criminalized in Article 2:239. This A& has
not yet entered into force.

Sexual exploitation including sexual exploitatioh |0 Article 259 of the Penal Code.

children

lllicit Trafficking in Narcotic Drugs and Articles 3, 11, 11a, 11b, 11c, 11d of the Statei@noce

Psychotropic substances on Narcotic Substances and Ministerial Regulatitwag t
list the Narcotic Substances.

lllicit Arms Trafficking The Fire Arms State Ordinae.

Illicit trafficking in stolen and other goods Artes 431, 432, 432bis and 432ter of Penal Code.

Corruption and Bribery Articles 183, 184, 185, 3789 3and 380 of the Penal
Code.

Fraud Articles 339, 339a, 340 and 341 of the Penal Code.

Counterfeiting currency Articles 214 thru 221 of thenal Code

Counterfeiting and Piracy of products Articles 35@he Penal Code.

Environmental crime Article 178, 179, 179a, 179hef Penal Code;

The State Ordinance of the Protection of the Nathiag

3 Terrorist financing is not independently criminalizunder the old Penal Code, but as of the amertdohd¢ime Penal Code
which passed Parliament on th® @f July 2011, terrorist financing is independentlyminalized in Article 2:55. This
Article has not yet entered into force
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implements the Convention on the International Trafde
Endangered Species of Flora and Fauna.
The State Ordinance on the Maritime Management
Murder, Grievous bodily injury Articles 300, 3021 3thru 316 of the Penal Code.
Kidnapping, illegal restraint and hostage taking tiddes 295, 295a and 298 of the Penal Code.
Robbery or theft Articles 323, 324, 324a and 32thefPenal Code.
Smuggling The State Ordinance on the Import, Export and Trafs
goods.
Extortion Articles 330 and 331 of the Penal Code.
Forgery Articles 230 thru 240 of the Penal Code.
Piracy Articles 395 thru 399 of the Penal Code.
Insider trading, market manipulation Article 9 Natal Ordinance on the Supervision of
Securities Exchanges

241.

242.

243.

244,

245.

246.

Curacao does not have a threshold approach. lag&arall crimes can be predicates for
money laundering.

Article 4 of the Penal Code provides that the lai<uracao will apply to any person who

outside of Curacao commits any of a number of a#snlisted in that section (including

terrorist offences). Article 4a deals with thenster of proceedings from another State to
Curacao based on treaty arrangements between QOuaadathat State. Article 5 provides that
the laws of Curacao apply to residents of Curacho wommit certain crimes outside of

Curacao. However, since in Curacao all offences ommgstitute predicate offences and given
the very specific criteria (e.g. Treaty requirensgnand listings of offences contained in

Articles 4, 4a and 5, the Examiners are unablayonghether the laws of Curagao would apply
to all offences committed abroad that have an edgin offence in the Curacao Penal Code.
The Examiners did note that there are serious offerfindicated in the Table above) that are
not referred to in Articles 4, 4a and 5 of the P&wde.

It should be noted that currently, the Curacao @itibs are engaged with the Governments of
Venezuela and Colombia with regard to breachesotd gxporting regulations and money

exchange regulations respectively. These offenaeddrappear to fall within the categories of

offences listed in Article 4 of the Penal Code.

The ML offences contained in Articles 435a, 435hd @35c of the Penal Code specify that

anyone who is involved in ML is liable to punishmedrrespective of whether or not he himself
has committed the predicate crime.

The Penal Code refers to the following ancillarfentes:

. Preparation (article 48a)

. Attempt (article 47)

. To be a co-perpetrator (article 49)

. Complicity (article 50)

. Capacity of being an offender/participation in agamization (articles 146
and 146a)

However the ancillary crime of preparation only lgggp to offences that attract penalties in
excess of eight (8) years imprisonment. The crinfiepeeparation refers to the wilful
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acquisition, manufacture, importation forwarding pesation or possession of objects,
materials, information or vehicle intended for irsehe commission of a crime. This ancillary
offence would not apply to culpable money-laundgriwhich carries a penalty of four (4)
years imprisonment.

Recommendation 2

247.

248.

249.

250.

251.

Article 53 of the Penal Code provides that crimin#iences can be committed by natural
persons and legal persons. The Article also pesvitiat in the case of offences committed by
legal persons, criminal liability may also attachtihe natural person who ordered or directed
the offence.

There are no statutory provisions that establistv tioe mental element of ML is to be
established. However, based on decided casesrat&y the Courts have shown a willingness
in considering cases to infer the intention of #uspect from objective circumstances. The
Supreme Court in The Hague has confirmed in a nunobecases the principle that the
intentional element of the ML offence can be deduitem the factual circumstances, such as
the behaviour of the accused.

Parallel criminal prosecution and administrativecwil proceedings against a legal person are
possible. A criminal case does not exclude civibgeedings. However, in criminal
proceedings, the Judge may also make an awarchéoma¢cused person to compensate or
provide restitution to an aggrieved party. In saakes a party may not pursue civil proceedings
for damages if he has already received compensatitme criminal proceedings. In addition,
the Court, in imposing a fine in criminal proceeginmay take into account any other fine
imposed in any administrative or regulatory prodegsl

Under the criminal law, in case of intentional Mbhe penalty is a maximum of one million
guilders and/or six (6) years in jail. A maximunmdi of one million two hundred thousand
guilders and/or a sentence of up to nine (9) yesaapplicable for habitual ML. Offenders will
be found guilty of habitual ML where the prosecatis able to prove a pattern or course of
conduct which indicates that the offender has edraut ML offences on a repeated basis. In
the case where the accused should have reasonspgcted that the relevant object was
directly or indirectly derived from a crime, (reffed to as “culpable money laundering”) the
penalty is a maximum of twenty five thousand gu#dand or a jail sentence of up to four
years. (Articles 4235a — 435c of the Penal Codie3hould be pointed out that these penalties
do not exclude confiscation measures such as dispsi®n of unlawfully obtained benefit civil
proceedings by an aggrieved party, which is measarre applicable to both natural and legal
persons.

At the time of the visit, the Team was advised that foregoing offences were being revised
downwards under the recently enacted revisiondhéoRenal Code. The previous penalties
were:

0] for intentional money laundering twelve (12) ye@rsw reduced to 8 years);

(ii) for habitual money laundering sixteen (16) yeam\(ineduced to 9 years)

(iir) for culpable money laundering four (4) years. Tieisiains the same under the
amended Code.

The Examiners were advised that these revisionmdmeping with the penalties for ML in the

Netherlands. This proposed reduction in penalsea matter for concern for the Examiners
because it will impact the effectiveness and disiseaess of the AML regime.
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252.

253.

254.

255.

By way of contrast, the following are the penaltiesintentional ML in a sample of CFATF
member states:

1. Cayman Islands: 3 main offences on conviction aficklment 14 years and
unlimited fines;
2. Commonwealth of The Bahamas: 2 main offences, onvicton on

information 20 years and unlimited fines;

Antigua and Barbuda: 20 years and fines of up @%00.00.

Jamaica: 20 years and unlimited fines.

Dominican Republic: up to 20 years in some casdaugrto 50 years in others;
Guatemala: Maximum of 20 years

o0 AW

With regard to prosecutions and convictions for Ntie Examiners were handicapped insofar
as the statistics provided essentially referredthi® work of the prosecution authorities

throughout the former Netherlands Antilles, and just Curacao. This was understandable,
given the recent change in Curacao’s constitutiostatus. The statistics also did not

differentiate between the different types of ML esf€es, predicate offences or the range of
sentences handed down, which would have been usedstessing effectiveness.

The Examiners also noted that the PPO also hadrpaweesettle cases, which the Examiners
acknowledge is a necessary corollary to the praeesuiscretion whether to pursue a case or
not. The Examiners were not however advised ofsfiexific guidelines that would establish
appropriate circumstances for settlement. Given thasome years there are a substantial
amount of settlements, it appears advisable faorsparency purposes, that the PPO should
develop clear guidelines as to when and how tlsisrétion should be exercised.

In addition financial institutions and designatezh#inancial businesses and professions may
also be subject to regulatory sanctions, if thegage in ML or breach the statutes and
guidelines that impose measures to prevent money&xing.

Recommendation 3@money laundering investigation/prosecution data)

256.

The Public Prosecutors’ Office (PPO) does maintiita on ML cases, including information
on investigations and prosecutions. Given the obsing the Government system which
occurred in October 2010, the Curacao PPO is sepguits systems and data from the systems
and data of the other Island with which it was asly associated. The data provided to the
Examiners at the time of the Evaluation was combingh those of the other territories of the
former Netherlands Antilles.

Actions in the | 2005 2006 2007 2008 2009 2010
Former

Netherland

Antilles

ML 29 31 19 28 31 31
Investigations

TF 0 0 0 0 0 0
Investigations

ML 15 25 18 25 33 24
Prosecutions

TF 0 0 0 0 0 0
Prosecutions

Acquittals 0 0 0 0 1 1
ML 20 14 2 13 12 2
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Settlements
(conditional
dismissal)

ML 16 25 17 24 19 23
Convictions

257. Although Examiners were advised that the majorftyMb investigations, prosecutions and
convictions occurred in Curacao, the Examiners weteble to assess the true effectiveness of
the regime because of the lack of clear data nglJatt Curacao. This resulted from the recent
change in Curacao’s constitutional status and thkaydin separating data and reporting
systems.

2.1.2 Recommendations and Comments
Recommendation 1

258. Curacao should criminalize the possession of egemprar materials or substances listed in the
Vienna Convention.

259. The Authorities should move amendments to exterdpibwers of prosecution to all crimes
committed abroad which would constitute crimes uragao.

260. The law should provide for the widest range of Beugi offences for all money laundering
offences. Currently, the ancillary offence of prep@mn would not apply to some money
laundering offences.

Recommendation 2

261. The Authorities should reconsider a reduction mpknalties for money laundering.

Recommendation 32

262. The PPO must segregate its database with regasidifferent activities.

2.1.3 Compliance with Recommendations 1 & 2

Rating Summary of factors underlying rating®
R.1 LC . The possession of equipment or materials or subste@s listed in
Table | and Table Il of the Vienna Convention has ot been
criminalized.
. The Penal Code provides for a specific listing offfences occurring

abroad which may be prosecuted in Curacao which mayot
cover all serious crimes.

. The ancillary offence of preparation would not appy to culpable
money laundering offences

R.2 LC . The effectiveness of the ML prosecution regime codlnot be
properly assessed based on the statistical informiah provided.
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2.2

221

Criminalisation of Terrorist Financing (SR.II)

Description and Analysis

Special Recommendation |l

263.

264.

265.

266.

267.

On June 21, 2008 the National Ordinance Criminatineof Terrorism, Terrorist Financing and
Money Laundering came into force. This nationalimadce concerns the amendment of the
Penal Code to implement, among other things, tgelagons laid down in Article 2 of the
1999 United Nations International Convention foe t&uppression of the Financing of
Terrorism (“TF Convention”) (Treaty series 2002) toncluded in New York on December 9,
1999. As a result thereof two new terms have be#oduced in the Penal Code, namely
terrorist offence and terrorist purpose.

Pursuant to Article 84a of the Penal Code, the temorist offence is understood to mean:

1. Each of the crimes described in the Articles 97tapand including 102, 114,
second paragraph, 123, second paragraph, 124aydspeoagraph, 129, 130,
163, under 3 167c, under 2 172, under 38 174, under 2 176, under 3 180,
second paragraph, 300 and 302, if the crime has lceenmitted with a
terrorist purpose;

2. Each of the crimes carrying an imprisonment purst@mrticles 122a, 122b,
128a, 128b, 182a, 182b, 295b, 302a, 318a and a%8kell as 430a and 430b;
3. Each of the crimes described in the articles 1268a, 298, third paragraph.

Pursuant to Article 84b of the Penal Code, the tegmorist purpose means the purpose to
cause fear to the population or part of the pomrabf a country, or unlawfully force a
government or international organization to tak&éoac not to take action or to tolerate, or to
seriously disrupt or destroy the fundamentals efgalitical, constitutional, economic or social
structures of a country or an international orgatamn.

Pursuant to Article 48a of the Penal Code:

1. Preparation of a crime that according to legal rdiéfins carries an
imprisonment of eight years or more is punishableenv the perpetrator
willfully acquires, manufactures, imports, forwardexports or possesses
objects, materials, information carriers, spacesgeticles intended to commit

that crime.

2. In case of terrorist offences, the acts of prepamaghall also be understood to
include the financing or the attempt at financingse offences.

3. The maximum, of the principal sentences for thmerghall be reduced by half

in case of preparation.
Article 47, third and fourth paragraph apply equall
The term ‘objects’ means all goods and all propediyts.

ok

Pursuant to Article 146a of the Penal Code:
. Participation in an organization aiming at commiititerrorist offences carries
an imprisonment not exceeding eighteen years.
. Founders, leaders or directors of an organizateierred to in the first

paragraph will be punished with life imprisonment @ temporary
imprisonment not exceeding twenty-four years.
. With the term participation as described in thetfigaragraph is also meant the
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268.

269.

270.

271.

272.

273.

274.

275.

276.

277.

rendering of financial or other material supportvas! as the acquisition of
funds or persons in favor of the organization descrin the first paragraph.

Article 48a of the Penal Code creates the generelllary offence of preparation which
includes acquisition, importation, forwarding, erjation or possession of objects intended to
commit the offence. Part 2 of the Article providbat in cases of terrorist offences, the acts of
preparation shall also be understood to includefitencing or attempt of financing those
offences.

It should be noted that the participation in a ®gst organization has been criminalized in
Article 146a of the Penal Code. A conviction fortfdpation in a terrorist organization carries
a term of imprisonment not exceeding eighteen Y&8)s. Part 3 of Article 146 (a) of the Penal
Code provides that participation in a terroristugrancludes the rendering of financial or other
material support as well as the acquisition of &iod persons in favour of the said terrorist
organizations.

There are no Court cases that have considered imsss and therefore there are no available
interpretations as to the scope of these Articles.

On the issue of the ancillary offence of attemptjcle 47 of the Penal Code/ provides for the
offence of attempt. The penalty for attempt is chted as a third of the penalty for the
substantive offence.

The predicate offence regime for ML in Curagao cs\al serious crimes and extends to the
widest range of predicate offences. Specificalgcheof the offences for ML refers to several
activities involving funds that are derived fromyarrime (which would include both terrorist
offences and offences relating to the participafforancing) of the terrorist offence.

Articles 4, 4a and 5 of the Penal Code also prevttat residents of Curacao can be prosecuted
for a number of criminal acts carried out abroadcWitonstitute an offence under Curacgao
law. In particular:
(a) Article 4 Part 6 of the Penal Code speciffext the laws of Curacao will apply to
persons who outside of Curacao commits one of abeemes contained in the Penal
Code insofar as the crime is covered under thetyirea combating terrorist bomb
attacks.
(b) Article 4 Part 7 speaks to the an offence dpeiommitted where terrorist financing
activity as defined under Curacao law occurs abroad

The intentional element of TF can be deduced frbpeative circumstances. In Article 48a of
the Penal Code, the crime of participation is dekree include financing in the case of
participation referable to terrorist offences. To@minal intent can be concluded from
objective circumstances such as the nature of twelg and/or services involved, and the
actions of the perpetrator.

Criminal liability for legal persons can be foumdArticle 53 of the Penal Code. The provisions
of Article 53 also apply to TF offences.

There are no limitations on parallel proceedinggdlation to TF offences. For example a
financial institution and its officers may be saoed by a Court in criminal proceedings, but
may also be subject to sanctions imposed admitiigha by the regulator of the financial
institution.

The Examiners found that the provisions in the that related to Terrorism Financing did not
meet the requirements of SR Il in the followingpeds:
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a.

Under the law, the reference is madeé. tdhe financing or attempt to finance
those [terrorism] offences”. Examiners were unable to determine
whether this would have includdide provision or collection of funds by any
means directly or indirectly with the unlawful inteon that they should be
used in full or in part to carry out a terrorist.ac
The law makes reference‘to.an organization aiming at committing terrorist
offences This term differs from the definition oftérrorist organizationi
under SR II, which includes groups that have caomeahiterrorist offences,
participated as accomplices, or makes a contributio These acts may be
done either in furtherance of a terrorist acts ithwhe knowledge that the
group intends to commit a terrorist act.
The Examiners were not able to verify whether dffences listed in Article
84a corresponded to  the definition a@érrorist acts in SR Il. It is noted
that Article 84b is similar to part (ii) of the fitl@tion of “terrorist acts.
The financing of terrorism is encompassed in Hmeader definition of
participation which applies to other criminal oftes. To meet the
requirements, the financing of terrorism shouldlm®t criminalized based on
an inchoate offence such as conspiracy, aiding apekting or attempt.
The Examiners consider participation to be an dabh offence that is
equivalent to aiding and abetting.
The Examiners were unable to ascertain whetrerfihancing of terrorism
extended to the use of both legitimately and iliegtely derived funds. The
Examiners were also unable to determine whether “fimancing, or
the“the rendering of financial or other material suppas well as the
acquisition of fundsiwvould apply to funds as that term is defined inIBR
The provisions of Article 48a do not make refere to the mental element of
the financing  offence as required by SR II.
The Examiners were not able to assess the mn#iat attached to terrorism
offences since the penalties for the financingerde (participation) is
calculated as one half of the term attaching to e réievant terrorism offence.
The Examiners were not provided with the details tbke offences
referred to in Article 84a. As a result the Exaengcould not assess
the effectiveness, proportionality or dissuasiwsnaf the penalties.
The provisions of Article 48a do not make refees to the offence of
organizing or directing or contributing to the ammsion of an offence
and the relevant mental element as specified aticl&r2(5) of the Terrorism
Convention.

Recommendation 32 (terrorist financing investigatiprosecution data)

278. In Curacao investigations into TF have not resultegrosecutions for TF. The PPO does
maintain statistics on investigations, prosecuti@ml convictions in relation to crimes
committed in Curacao. However, because of the tecenstitutional changes, there is an
exercise underway to segregate the data relati@utacao from the existing database which
refers to statistics for the former Netherlandsilfes. As at the date of the Mission, there have
been no investigations, prosecutions or conviction&T.

2.2.2 Recommendations and Comments

279. The offences of participation (which would includke financing offences) should be
criminalized in keeping with the requirements @ frerrorism Financing Convention.

2.2.3 Compliance with Special Recommendation I
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Rating Summary of factors underlying rating

SR

PC * Offences for participation and financing of terrorism do not meet
the requirements of the Terrorist Financing Conventon.

« The Examiners could not evaluate effectiveness ofhé FT
sanctions.

2.3  Confiscation, freezing and seizing of proceea$ crime (R.3)

2.3.1 Description and Analysis

Recommendation 3

280. In the Penal Code and the Penal Procedures Codeare=different provisions dealing with the
freezing, seizure and confiscation of propertyluding the proceeds of crime.

281. Freezing and seizure measures include:

282. With

@

(b)

283. With

Seizure of items under Article 119d the Penal Procedures Code. However in such
cases the suspected offence must be one whicltatagenalty of imprisonment not
exceeding four (4) years.

Seizure of items under Article 121 of the PenalcBdures Code. In these cases, the
suspect must be caught in the act. In additionuzhscases the prosecutor may also
demand and seize letters and packages entrusteldet@ostal and transportation
services.

Seizure of items under Article 122 of the PenalcBdures Code. This refers to cases
relating to such offences for which the suspect be remanded into custody. This
power is vested in the Public Prosecutor.

Seizure of items under Article 123 which relat@toumber of specific offences.

Seizure of items pursuant to a criminal financraleistigation ordered under Article
177a. This relates to crimes with penalties of f@)ryears imprisonment or more.

regard to confiscation there are two key measu

Dispossession under Article 35 of the Penal CoHleis entails the confiscation of assets
owned by the convicted person which have been mddafor the most part from a

criminal offence, being items related to the criboenmitted, instrumentalities related to
the crime, things which obstructed the tracing loé fassets, things manufactured or
intended for use in committing the offence, and aea personal rights attaching to these
items.

Taking an asset out of circulation under Articldo38 the Penal Code. This refers to the
confiscation of things in the possession of thevariad person that are illegally possessed
(e.g. narcotics or firearms)

regard to Confiscation Article 35 of the Peade provides that the objects susceptible

to confiscation are:
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284.

285.

286.

287.

288.

2809.

290.

a. objects belonging to the convicted person or wiiehcan totally or partially

use for his own purposes and which for the most lp@ve been obtained by
means of a criminal offence;

objects related to the crime committed;

objects instrumental in committing or preparing tfience;

objects instrumental in obstructing the tracinghef offence

objects that were manufactured or were intendesmamit the offence;

real rights on or personal rights concerning thgsab referred to in the

sections a up to and including e.

~ooo0o

These provisions apply to any offence under Curdgaoincluding ML and patrticipation
offences (which include FT).

With regard to the seizure of assets of a corredipgnvalue, Article 38e of the Penal Code
provides for dispossession. In separate Coudgadings (post conviction), at the request of
the Public Prosecutor, an obligation can be impasethe convicted person to pay a sum of
money to the country based on the calculation dawfully obtained benefits. Any asset

belonging to the convicted individual can then éieed to settle this fine.

The Judge shall determine the amount, based orstimation of the unlawfully obtained
benefit. Benefit includes the savings on the coBe value of the objects considered to form
part of the unlawfully obtained benefit is estinthtin the benefit obtained by the person and
the specific circumstances are taken into consiidera

When determining the amount on which the unlawfullytained benefit is calculated the
legally awarded claims to the third party shalldeelucted. Any previous decision with regard
to the the payment of a sum of money for the dispesion of unlawfully obtained benefit shall
be taken into account when imposing a measure.

As for unlawfully acquired benefits, there are thigays to assess the value of these benefits
(based on case law):

. Transaction based calculation (in case of a sioghginal offence);

. Calculation based on cash statements (in case timaneone offence has been
committed) or;

. Asset comparison.

In Article 35 of the Penal Code which describeseoty that are susceptible to confiscation,
there is reference to objects which have beenmddady means of a criminal offence. There is
no reference or inference as to whether this iredugroperty that is derived from a crime,
whether directly or indirectly. The same provisigmovides that assets that are susceptible to
confiscation include real or personal rights thtdch to the assets, which could include profits
income and other benefits

In Article 35 of the Penal Code, paragraphs 2 arttere is provision for confiscation of
goods and property rights of third parties wheream be shown that the third party knew or
suspected the manner of acquisition (by meanseoftiiminal offence) or the designated use or
purpose of the goods or property.

The grounds for seizure are set out in articles &4@ 119a of the Penal Procedures Code.
Article 119 states that:
1. Susceptible to seizure are all objects and clalms ¢an serve to reveal the

truth or to prove unlawfully obtained benefit ateread to in Article 38e of the
Penal Code.
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291.

292.

293.

294.

295.

296.

297.

2. Susceptible to seizure are furthermore all objeatsl claims, whose
confiscation or withdrawal from circulation can dr&lered.

While no direct reference in the laws provide for jparte seizures, there are statutory
references to cases where the public prosecutopimareed in urgent circumstances to search
premises and seize items without awaiting a couder (per article 122 of the Penal
Procedures Code) and therefore impliedly withoutceo A similar exemption exists in the
cases of ‘urgent necessity’ where the public prosgcmay seize packages, letters and
documents entrusted to the postal service.

Article 126 establishes a general obligation notdoy out a seizure within a residence unless
the occupant has been heard and been requestedlulatarily surrender the objects for
confiscation (which is a notice requirement). Hwoer such requirements may be suspended
where it is ‘urgently necessary in the interestshef investigation’ (Article 126 of the Penal
Procedures Code).

In the case of a seizure under Article 119a of dbjeecessary to secure a right of recourse to a
fine that may be imposed, this may only be dongay of a Court authorization. Article 129a
specifies that the authorization must be servethersuspect or third party as soon as is granted
by the Judge.

In the Penal Procedures Code powers to identifyteaod assets are based on the provisions of
search and seizure and the mandatory handover mfntints and records. These powers
include:

7. Article 127 provides that in the case where a peapsr is caught in the act, the
prosecutor may demand that packages letters dod¢sirard other records entrusted to
the postal services or another institution shakilmeendered for seizure. This is subject
to a Judge’s later order.

8. Articles 137 to 139 provide for additional powefssearch and seizure upon a Judge’s
authorizationSee also above at paragraph 285.

Article 177aof the Penal Procedures Copevides for a more comprehensive investigative
and confiscation regime by way of a criminal finehanvestigation where there is a suspicion
of an offence that is punishable by a prison texeeeding four (4) years or an offence which
indicates a significant monetary benefit. The remgimests the prosecutor with significant
powers to obtain access to premises and to infimatle may search premises and also may
seize objects to preserve the Court’s right of ues® to recover fines and penalties.

It is significant to note that the Penal Code pdesi protection for persons who have the right
to refuse to provide information (Penal Proced@ede Article 252). This exemption applies
to persons who are under a duty of confidentialityie PPO advises that this situation applies
for example to doctors and religious advisors, haweén practice the issue generally arises
with attorneys, notaries in circumstances of laighent privilege. In such cases, the PPO wiill
bring the matter before a Judge to determine whehbigecase is a proper one for seizure. The
investigative authorities did however consider thhis did constitute an obstacle to
investigations.

The Examiners also noted the provisions of Artitk® of the Penal Procedures Cadaich
provides that, save in exceptional cases, seizuvald not take place on occupied premises
unless the occupant or a household members isrpresel has been heard and has been
requested to voluntarily surrender the object fafiscation. The occupant or householder is to
be given an opportunity to explain the presengergperty liable to seizure on the premises.
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298.

299.

300.

301.

302.

The Penal Code also protects the universal righinag self-incrimination. It also protects the
spouse and relatives of an accused person frong tiaiple to provide evidence against that
person.

The Penal Code provides for detailed proceduresnterested parties to complain about the
confiscation of property belonging to them or inieththey have an interest. A successful
compliant may result in the property being reledasenh confiscation or from being withdrawn
from circulation.

Article 35, sections 2 and 3 of the Penal Codegatstthe rights of bona fide parties by setting
out specific conditions under which third party deanay be confiscated, basically requiring
knowledge of the third party with regard to theiminal provenance, use or destination. Third
parties can challenge the seizure of their goodsidiyg the procedure of Article 150 of the
Penal Procedures Code. The same applies for argditthese third parties.

Article 152 of the Penal Procedures Code requiresgeutors who note, in the course of a
confiscation action, the existence of property bgiog to a third party to notify that party of
the liability of that property to confiscation.

Regarding the possibility of voiding contracts aiimat frustrating seizure, confiscation or
confiscation orders, a contract of which a persoows or should know that it will prejudice
authorities in a recovery, is unenforceable untderlaws of Curacao. Article 40 of Book 3 of
the Civil Code declares legal actions (such asraots) performed in breach of a mandatory
legal provision or public order to be null and voithis would apply, for example, if entering
into the contract constituted a criminal offenceiffdhe contract was concluded to hinder the
ability of the State to recover a financial claiim.addition, pursuant to Article 119d section 2
of the Penal Procedures Code, the Public Prosecodgr declare null and void fraudulent
conveyances, which include legal acts, performedrbgccused or convicted person in the year
preceding the commencement of an investigatioheperson.

Additional Element

303.

Article 146 of the Penal Code provides for an afferrelating to the participation in an
organization aiming at committing crimes, whichrgzg a penalty of a term of imprisonment of
not more than five (5) years. The operation of @eti350f the Penal Code (which describes the
types of objects that are susceptible to confispqtivould therefore apply to objects related to
and instrumental to the commission of this offence.

Statistics- The Number of Cases and amount of pofrezen, seized and confiscated re ML &FT

304.

For an effective fight against ML and FT the statssare kept up to date. The Authorities in
charge of this are the FIU (MOT), Special task éoBuracao (RST), police and the PPO. These
Authorities keep updated data on ConfiscationsSeidure (freezing and seizure)

the

Actions in| 2005 2006 2007 2008 2009 2010

Netherlands
Antilles

former

Seized 2,847,263,05 | 921,129.99 17,670,066{97 1,058,693.0172,518.19 | 7,650.00
goods
(value)

Pre-trial 111,919.16 60,883.42 50,738.90 30,423.00 67,569.78 23,200.00
asset
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forfeiture
(settlement)

Asset
forfeiture at
trial

62,923.32

250,856.64

342,992.6Q

47,0570.0

3

28R00.

Post trial
Asset

Forfeiture

14,500,000

427,250.00

13,682,760

00

The amounts in the Table are in Guilders

305.

306.

2.3.2

307.

2.3.3

The amounts frozen and seized in 2008 relate toegedings for ML and predicate offences that

are pending prosecution in the Courts. To dateptiders that prevent any dealing, transfer or
disposal of the property are all still in effecthere have been no cases of freezing, seizing or
confiscating assets in relation to FT or criminadqeedings.

As noted previously, the PPQO’s statistics providedude data for other Islands of the former
Netherlands Antillespecause of the very recent change in Curacao’stitdital status.
Therefore the Examiners would be challenged to draw fundamental conclusions from the
data presented. Although the Examiners were advisgdhe majority of the PPO’s AML and
CFT Activities are centred in Curacao, the effemtiess of the confiscation regime in Curacao
is not clear to the Examiners.

Recommendations and Comments

Curacao has a strong regime for confiscation wpidvides for the rights of third parties. The
regime is also driven by pragmatic issues, inclgdaking account of issues that can affect the
success of cases. These factors are taken intorgcebere cases are settled by the PPO, who
establishes appropriate conditions for settlemadtit the defence for the settlement of cases.
Whilst the prosecutor always retains the ultimaigcrétion as to whether cases should be
proceeded with, the Examiners consider that it @dut more transparent for the PPO to
establish appropriate Guidelines to govern sucbsas avoid the possibility or appearance of
impropriety.

Compliance with Recommendations 3

Rating Summary of factors underlying rating

R.3

LC  Examiners had difficulty in assessing the true effdgiveness of

Curacao’s confiscation regime.

2.4

241

Freezing of funds used for terrorist financingSR.III)

Description and Analysis

Special Recommendation |l

308.

Article 4 of the Penal Code creates a class obtism offences that incorporates numerous
other offences contained in the Code. Article 4éntloutlines the offence of preparation of a
crime, which includes the wilful acquisition, impation, forwarding exporting or possession of
objects intended to commit that crime. That Artialso indicates that the offence includes
financing or attempts at financing terrorism. Alei 35 of the Penal Codges on to indicate
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3009.

310.

311.

312.

313.

314.

315.

the nature of objects that are susceptible to soafion, which would include objects belonging
to the convicted person derived from crimes orteeldo crimes (which would include terrorist

financing offences as defined under the Penal Cotlegre are also a number of other
confiscatory measures that are available to lawreament authorities (such as the Criminal
Financial Investigations powers under Article 17@adr to conviction that would also apply to

objects related to terrorism prevention offences.

On the specific issue of addressing Special Recordat®n Il and the related UN instruments
relating to terrorism, the National Decree of Seyiter 28 2010 seeks to implement UNSCRs
1267, 1333, 1363, 1373, 1390 and 1526.

The prohibitions listed below apply equally to boghrorists and terrorism entities (which may
be designated locally by the Ministers of Finanod dustice) as well as to Al Qaida, the
Taliban, Osama Bin Laden and their representatioesiny entity belonging or controlled by
these entities. It also applies to natural persenserprises designated by the Al Qaida and
Taliban Sanctions Committee of the United Nations.

The National Decrees (Sept. 28, 2010) provides for:

i. prohibitions on acts of management or dispositidgin wegards to the funds or
assets, which may be originating from or generéimu assets or funds in the
custody of natural persons credit institutions threo enterprises in Curacao,
belonging directly or indirectly in full or in parbr are at the disposal of or are
managed by the above entities

ii. prohibitions on the making of payments directly owirectly to the
abovementioned persons;

iii. Prohibitions on making capital or other financia¢ans to the abovementioned
persons.

iv. Prohibitions on the entry into Curacao of the abmentioned persons (save
where same are residents of Curacao);

v. Prohibitions on persons contributing in any manmdrether directly or
indirectly to acts prohibited in the Decree.

The Sanctions National Ordinance of December 1Z 188vides critical details on the regime
for Curacao’s compliance with resolutions or recamdations of international bodies in the
field of international law or with internationalrangements. The Sanctions National Ordinance
deals with such issues as the traffic of goodsjices and payments with states or territories
designated in sanctions national decrees, the iggardf full or partial exemptions by
Ministerial Decrees, appeals and key powers of sigieg public officers to search premises
vehicles and to access information. It also laysirdgenal provisions for breaches of key
obligations.

The Authorities in Curacao have also implementedc&eans National Decree Democratic
People’s Republic of Korea, Septembel’ 2810 prohibiting dealing in assets belonging to or
at the disposal of, or managed by, natural persengerprises, institutions or institutions
involved in or supporting the nuclear and cruisesilé programs of that country and that have
been designated by Security Council or the Commitfehe United Nations.

The Authorities have also implemented the Sanctietional Decree Islamic Republic of Iran,
September 282010. This similarly prohibits acts of supporit@an’s nuclear programme.

In addition the Curacao Authorities have estabtishpecific operating protocols that govern
the procedures in cases where there were hitsigrigom lists of locally designated terrorists
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316.

317.

318.

319.

320.

321.

322.

323.

generated by the Security Services of Curjgaowhere there are hits arising from the lists
generated by the United Nations Security Coundaltireg to UNSCR 1373.

To date, there have been no cases where the adseither locally designated terrorists or
persons on the UN listings relating to the TalibAhQaida or Osama bin Laden has been
identified or frozen.

The Sanctions National Decree Al_Qaida c.s., TalibhAfghanistan, Osama bin Laden and
terrorists to be designated locally of SeptemberZB0 (N.G. 2010, no. 93) contains the
prohibitions on dealing with funds or assets beioggdirectly or indirectly to, or at the
disposal of or managed by the Taliban of Afghanists. and Osama bin Laden. Moreover, the
National Ordinance of June 10, 2008 for the amemdimithe Penal Code (National Ordinance
penalization terrorism, terrorist financing and mpnlaundering) regulates the seizure of
terrorists’ funds and other assets.

Based on Article 2 of the Sanctions National Ordoea Curacao has the ability to take national
measures by National Decree to freeze terroristifysursuant to UNSCR 1267. This entails
that the terrorist must be related to Al-Qaida, r@sdin Laden and/or the Taliban and as such
appears on the United Nations “freezing list”.

The Examiners note that the protocol with regaréréezing of assets of terrorists mentioned
on the UN lists provide for financial institutionsho find themselves in control of funds
covered by the National Ordinance to first makesort to the Central Bank and to the FIU
(MOT), following which the entity is required toekeze the funds or assets without delay. There
is no requirement for the financial institutiongive notice to the person whose assets are to be
frozen.

The Sanctions National Ordinance provides the sammhibitions in relation to locally
designated terrorists as it does for Al Qaida,Tthikban of Afghanistan and Osama bin Laden.
Thus dealings in assets or funds belonging to,tdha disposal of or managed by locally
designated terrorists are prohibited by the Nati&aactions Ordinance.

It should be noted however, that in the Protocohwégard to locally designated terrorists, it is
the Security Service that will keep a data bangesEons, enterprises or institutions that may be
involved in terrorism or terrorism financing but wh do not appear on UN listings. The
Security Services is required to pass on this médion to the PPO for investigation and to the
Central Bank and the FIU (MOT). The Central Banll wien pass this information onto its
licensees, whereupon if assets or funds are idkxhtthe financial institution is required to
immediately freeze same. Given that the Securitwi&e is not referred to in the Sanctions
National Decree Al Qaida, Taliban, Osama Bin laded locally designated terrorists, it is
presumed that the designation of locally designaegtbrists is done by the Ministers of
Finance and Justice pursuant to Article 1(2), a(®) 3(2) of the said National Decree.

The PPO'’s view of this process is that the inforaraprovided by the Security Service must be
sufficient to meet the standards of a normal crahinvestigation in order to merit criminal

freezing and seizure of assets, as opposed todthanistrative process that takes place in the
financial sector outlined in the Protocols. If tiormation provided by the Security Service
does not meet this threshold, then the financktltution will be required to unfreeze the funds.

The Sanctions National Ordinance does not speltificafer to the giving effect to freezing
actions initiated by other countries. Curacao Adtles would operate on the same lists

® Please note that the Protocols that were presentée Examiners refer to the ‘Netherlands Ansilldowever
the Examiners took note of the fact there is ttansal legislation which basically alters referemde the NA to
Curacao.
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324.

325.

326.

327.

328.

329.

330.

generated by the United Nations, and therefore ziinge in such a case should be

straightforward. With regard to giving effect tcetlfreezing actions of other countries in the
cases of a person who has been designated ageimotihat overseas country, the action taken
by Curacao would depend on the weight of evidemm#icating that such a person has
committed or is about to commit a criminal act amduld therefore be subject to usual

considerations attaching to requests for mutualllagsistance. Under the Penal Code Article
557, the Public Prosecutor is under an obligatmpromptly consider requests and decide on
the appropriate action.

The Sanctions National Decree Al Qaida, TalibaAfghanistan, Osama Bin Ladin and locally
designated terrorists is worded appropriately ttuitie application to:

a) funds or other assets wholly or jointly owned omitolled, directly or
indirectly, by designated persons, terroristeséhwho finance terrorism or
terrorist organizations; and

b) funds or other assets acquired from or generata funds or other assets
wholly or partially owned or controlled, directlyr andirectly, by designated
persons, terrorists, those who finance terroristeiorist organizations.

The Government of Curacao uses statutory instrusngmth as National Decrees to indicate
countries, institutions or individuals who are ®dbjto sanctions in Curacao and whose assets
are subject to freezing. Under the Protocols, teat@l Bank is vested with the responsibility
of advising the financial institutions of all adti® relating to such countries institutions and
individuals, and for providing guidance and intetptions to the relevant financial institutions
with regard to the appropriate actions to take.

The Central Bank does provide in its internal pdares and processes (Provisions and
Guidelines) information to its licensees’ on coigdy institutions or individuals who would be
subject to freezing actions. The Central Bank plawides case by case guidance and feedback
to licensees to ensure that licensees take thepipgtie steps to protect themselves.

Based on the Protocdhe Central Bank provides guidelines to finanaiatitutions that may
be holding targeted funds and other assets witlirdetp their obligations to take actions in case
of seizure measures. In Curacao, regulated entitiéseceive guidance from their regulators
with regard to the procedures to be adopted uideiréezing requirements.

The Central Bank’s Provisions and Guidelines (P&G&s)tain provisions on the obligation of
the supervised institutions with regard to theitigaiions in taking action under freezing
mechanisms. It is not clear who would issue guwdato non-financial firms that find
themselves in possession of funds or assets thatdshe frozen.

The Protocols provide for the procedures whereldividuals who have been subject to
freezing may have their assets unfrozen. In the ofa person whose name coincides with that
of a person or entity on the UN listing, the Segu8ervice will investigate whether a hit is
authentic. In the case of a locally designatectest; the PPO will determine whether the facts
provided by the Security Service are sufficiengtound a criminal case. If in either case there
is a finding that listing is not supported, ther erson should be de-listed and assets must be
unfrozen by the financial institution, within a semable time. However, these protocols are not
public documents and therefore in the view of thxar&iners, these procedures for de-listing
and unfreezing are not publicly known.

Under the Protocols, in case of a no-match on tRdi&ts or in case the freezing of the goods
is due to an error, the (financial) institution khhelease the assets within a reasonable period of
time. However, as noted above these Protocols argublic documents and therefore an
affected party could have a difficulty in understeng his or her rights with respect to frozen

property.
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338.

Article 9 of the Sanctions National Ordinance re¢es the authority of the Minister or
Ministers concerning the granting of full or partexemptions, releases or dispensations. The
Minister or Ministers can grant exemption or grardispensation of the rules, as described in
Article 3 of the Sanctions National Ordinance (Whéover broad areas such as traffic of goods
and services, the making of payments, and teleconuations) , after having received a
request for that purpose. Exemption, releases a&jknkations can be refused, altered or
revoked.

Article 9 of the Sanctions National Ordinance pdeg that exemptions and releases are done
by Ministerial Decrees. Such exemptions and rekeéae well as any subsequent modifications
or repeals) are required to be published in theioNat Gazette. The Ordinance does not
however indicate the grounds upon which these ekengor releases may be granted.

It should also be noted that under Article 6 of 8actions National Decree Al_Qaida, Taliban
of Afghanistan, Osama bin Ladin and locally desigdaterrorists, the Minister may grant

releases from the prohibitions contained in thatrBe upon representations by the Central
Bank. The Decree does not state the grounds up@hwuiese exemptions would be granted
and no such applications have been made by theaC&atnk in the past.

Article 10 of the National Sanctions Ordinance pdeg for a right of appeal from a decision of
the Minister to refuse or to modify or repeal ofyamelease, exemption or dispensation to the
Court of first instance within thirty (30) days thie Minister’s decision.

The regime for freezing the funds and assets obrist entities (whether the subject of a UN
list or a locally designated terrorist) as contdirie the Sanctions National Decree is wide
enough to cover the categories of property classifias subject to confiscation in
Recommendation 3. The regime also allows for fregzio prevent transfer or disposal.
Freezing can take place without notice and aufleerilo have the necessary powers to trace
and identify property subject to confiscation untihes regime.

According to Article 11 of the Sanctions Nationatdidance the designated persons are
authorized, exclusively in so far as this is reafdy necessary for the execution of their tasks
to:

a. Ask for all information;

b. Demand access to all books, records and othemmafiion bearers and have a
copy made or to temporarily take them with them;

C. Survey and investigate goods, take them with thempbrarily for this purpose
and take samples from them;

d. Enter all places, with the exception of dwellingsthout the explicit
permission of the occupants, accompanied by pedesignated by them;

e. Inspect vessels, stationary vehicles and theirogangd

—

Enter dwellings or parts of vessels used as dvgdlimithout the explicit
permission of the occupant.

Third party protections under the administrativeezing regime of the National Ordinance
appear to be governed by Article 9 of the Sanctibiasional Ordinance which gives the
Minister power to grant releases and exemptionsréd s no express indication that the rights
of a third party operating in good faith will beopected in the exercise of the Minister's
discretion but the Central Bank advises that ircfica this is taken into account.

The Sanctions National Ordinance also indicates thb@ersons are that have to supervise the

observance of the law. The officials or personsag@ointed by national decree. The decree is
published in the Curacao Gazette. The National &eof February 4, 2011 on the appointment
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339.

340.

of supervisors of the Sanctions National Ordinadesignates the Central Bank as the
supervisor of compliance with mentioned ordinanoe the financial institutions under its
supervision (Curacao Gazette March 4, 2011). Thaetr@eBank has the legal power to
effectively monitor the compliance with the relev&ugislation, rules or regulations governing
the obligations under SR Ill. Supervision of corapie with these regulations by financial

institutions form part of the ongoing supervision the Central Bank and is included in the
P&Gs.

However, the Central bank advised that it did ratsider that its supervisory activities under
the Ordinance extended beyond its monitoring oflitensee financial institutions. Under
Article 17, the Minister may also designate offgcéo investigate breaches of the Ordinance.
However, there did not seem to be structures ioeplar monitoring breaches of the Ordinance
which may take place outside of the regulated secto

Article 20 of the Sanctions National Ordinance eamd the penal provisions that are applicable
in case of failure to comply with the provisionstié said Ordinance. In the case of intentional
breaches, the penalties are one year’'s imprisonmeiMAf 10,000 or both. In the case of
unintentional breaches, the case of unintentioreddhes the penalty is either four (4) months
imprisonment or NAf 3000 or both fine and imprisamh

Recommendation 32 (terrorist financing data)

341. Curagao has not frozen any property related toristrfinancing.
2.4.2 Recommendations and Comments

342. Measures should be put in place that allow freewmitigout delay, and the maintenance of such
freezes, as required by UNSCR 1373.

343. Curacao should make the procedures for de-listimguafreezing publicly known.

344. Curagao should have a mechanism for the issue ddaBce to non-financial entities or
individuals who may find themselves in possessibproperty or assets that may belong to
terrorists or terrorist entities.

345. A clear structure should be put in place for thenitmsing compliance outside of the financial
sector.

346. Clear criteria for the exercise of the Ministerisaletion with regard to the protection of third
party rights should be developed.

2.4.3 Compliance with Special Recommendation Il
Rating Summary of factors underlying rating
SR.II PC * Freezing of assets of locally designated terrorigtannot occur or be

maintained without delay as required by UNSCR 1373.

*  Procedures for de-listing of persons and unfreezingf assets not
publicly known.

*  Lack of guidance to non-financial entities and indriduals.
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* No structure for monitoring compliance outside of he financial
sector

. No clear criteria for the exercise of the Ministers discretion to
issue exemptions or releases.

Authorities

2.5 The Financial Intelligence Unit and its functios (R.26)
2.5.1 Description and Analysis

Recommendation 26

347. The FIU (MOT) was established in 1997 pursuanthi®s NORUT of 1996. The FIU (MOT)
falls under the Minister of Finance. Article 3 dfet NORUT outlines the tasks of the FIU
(MOT). With the amendment of the NORUT, the FIU (MQwas given as of May 2010 the
additional task to supervise compliance with theRUJ and the NOIS with regard to the
DNFBPs not falling under the supervision of the €a&nBank and/or the Gaming Control
Board (GCB). The FIU (MOT) is an administrativeUF(MOT). After due analysis of the
received unusual transactions, and in case of cdogpiof ML/TF, these transactions are
disseminated to the law enforcement agencies atitBPO.

348. Prior to October 10, 2010, the FIU (MOT) was thé&egsmational FIU (MOT) for the five (5)
islands comprising the Netherlands Antilles. As Petober 10, 2010 with the dismantling of
the Netherlands Antilles, the scope of the ac#sitof the FIU (MOT) only encompasses the
jurisdiction Curacao. Sint Maarten is in the prace$ establishing its FIU with support from
the FIU (MOT) of Curacao.

349. Pursuant to the NORUT the FIU (MOT) has accesdltdaaabases and other registers of t