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Introduction

PURPOSE OF THIS PRESS CONFERENCE

11 November 2015: first update.

Announcement of the implementation of various measures to reduce the risks
associated with the operation of a free port.

The purpose of this second update is to present the status of the different
measures that we have announced.

A This press conference comprises of the following parts:
Reminder of the events since 11 November 2015.
Context key characteristics and functioning of the Free Port.

Recall of the legislation and its recent evolution.
Status of implementation of the planned measures, around five strategic axes.
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Section 1

REMINDER OF EVENTS SINCE
THE FIRST UPDATE
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Reminder of events

HIGHLIGHTS

17.11.2015 Publication of "Fifty French proposals to protect the heritage of
humanity" by Jeathuc Martinez, Presidefdirector of the Louvre
Museum.

18.11.2015 The Federal Council adopts the amendments to the Customs
Ordinance.

01.01.2016 Entry into force of the asset transfers.

15.01 2016 Returnto Italy of two sarcophagi and other archaeological
Etruscan objects of inestimable value.

14/03/2016 Sequestered by the Geneva justice, a Phoenician sarcophagus
datedlate 5th century B.C. is returned to its owner, an art
dealer

14/04/2016 Miscellaneous articles based on the "Panama Papers" indicate the

presence in the free port of a painting by Modigliani whose
ownership is contested before a court in the United States.

10/05/2016 The Tribunal orders the return of a Roman sarcophagus in Turkey.
Announcement of appeal to the Federal Court.
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Reminder of events

MODIGLIANI’S PAINTING

A A Modigliani painting named "The man sitting leaning on a cane" is stored inside the free port
Sold at Christie's auctions on 25th June 1996, it is registered in the customs inventory.

A Mondex Corp., a Canadian company specialising in the search for looted works offers the
descendant of its former owner to try to recover it.

A A procedure was opened in 2011 in the United States. In this context, the forwarding agent
hosting the work informs the US court that its owner is the offshore company "International Ar
Center (IAC)."

A The painting has been out of the free port three times to be publicly exposed abroad and once
to be offered at an auction.

A Following the "Panama Papers", the actual owner, Mr. Nahmad, says that the IAC company is
the owner only in the strict legal sense.

A Following the articles, the Geneva Public Prosecutor seized the paintirityApri 2016.

A A few weeks later, the public prosecutor returns the work to its owner.
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Reminder of events

MODIGLIANI’S PAINTING

I R

A specialised Canadian company offers the Nothing formally establishes that the painting
descendant of its former owner to help him  had been stolen. The case is not considered
recover it. the time of its release in the press.

American justice knows at all times where the
painting is located, so it is not "hidden" in the
free port.

A procedure was opened in 2011 in the Unite
States whavere informed of the storage area.

The painting habeenout of the free port four The painting is publicly known: its existence i
times to be seen publicly. not concealed.

The real owner states the company name of { Although the statement is legally correct, it is
official owner and not his own. misleading and instils distrust.

The public prosecutor sequesters the work ar Justice has been seized on the basis of pres:
returns it a few days later. articles and eventually dismisses the case.
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Section 2

GENEVA FREE PORTS AND WAREHOUSE LTD
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Geneva Free Ports and Warehouses LTD

MAIN CHARACTERISTICS

A Free ports are used to store goods in suspension of customs duties and VAT until
the final import.

A Historically, they were used to store goods (e.g. Food, alcohol or tobande)
suspension of customs duties.

A The function has evolved: the free ports are also used to store valuable objects
(works of art, antiques, watches, jewellery, vintage wines).

A The free ports are part of the customs territory under customs supervision where
goods can be stored.

A The duration of storage of goods is not limited as long as the goods arrive from
abroad.

A If the goods arrive from Switzerland, cleared for export, they must be sent out
from Swiss territory within six months.
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Geneva Free Ports and Warehouses LTD

THE GENEVA FREEPORTS AND WAREHOUSES LTD (GFPW)

A TheGFPWare a limited company under private law.
A The canton of Geneva is the main shareholder (87% stake).

A Since 1 January 2016FPWare the owners of all the buildings they operate on
the LaPralillesite.

A The land is owned by the state of Geneva. It is located in an industrial and craft
area.

A Thesurfaces located at the airport athe properties of AlG.
A Turnover:CHF 25 million.
A Employees: 32 FTE.
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Geneva Free Ports and Warehouses LTD

THE MISSION OF THE GFPW

¢tKS CNBS t2NIa FyR 2| NBK2dzaSa 2F DS
by the operations of free zones in strict compliance with national and
international laws.

The Company requires the same behaviour from its customers and
takes the appropriate measures to ensure the perfect use of its
facilities and services.

In this respect, it is actively cooperating with the political,
administrative and judicial institutions, especially with thastoms
Administration.

To fulfil its mission, the Company should remain profitable.




Geneva Free Ports and Warehouses LTD

GFPW ACTIVITIES

A TheGFPWhave three activities:

1. Space rental :

warehouses
vaults

offices
2. Storage of goods in generaarehouses.
3. Transport and logistics activities.
A TheGFPWbperatedzy R S8depod'ord { s A daa NBIAYSOD

A This presentation covers only tlireeport’ activities.
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Geneva Free Ports and Warehouses LTD

USERS OF THE BUILDINGS UNDER “FREEPORT” REGIME

D Ct 2fr€eportbuildings (Praille and Airport)

GFPW 5,609 10.8%
Freight forwarders 27,589 53.1%
Other tenants 18,726 36.1%
Total 51,924 100.0%

I
HIL 1 conevnprenron
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Geneva Free Ports and Warehouses LTD

A HIGHLY COMPETITIVE MARKET

A The Free Ports have an important role: the légagn safe storage.
A The FPWG were the first to experience the development of these "Artistic hubs."

[0 Longterm storage.
[0 Showrooms and sale areas.
[0 Real skills centre with expert services.
A Many free ports dedicated to art have been opened:

[0 Singapore (2010), Monaco (2013), Luxembourg (2014), Beijing (2014).

[1 We must also consider the facilities offered by the warehouse opened in Londol
andthe Delaware warehousder example.

A The competition is very strong today.
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Geneva Free Ports and Warehouses LTD

BONDED WAREHOUSING

Use of GFPWpremises (Praille and airport)

Art and Antiques 34,093 65.7%
Others 17,831 34.3%
Total 51,924 100.0%
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Geneva Free Ports and Warehouses LTD

THE TENANTS

Museums

CE IS

Collectors and owners

Art dealers and antiques

Investors

Freight forwarders

Restaurant and corporate expertise

|||I |I GENEVA FREE PORTS
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Section 3

THE REGULATORY FRAMEWORK
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The regulatory framework

EVOLUTION OF CUSTOMS LEGISLATION

p>X

The new Customs Law was adopted off March 2005, it came into force oritl
May 2007.

Previously, the free ports were not part of the Swiss customs territory and were
therefore not regulated.

The controls of the Federal Customs Administration (FCA) were limited to controls
as practiced at the border.

The new law introduced orsiMay 2007 the following changes:
A new definition of free port that is part of the customs territory.

The Swiss law is therefore still applicable in its entirety.
The requirement for the inventory of stalled sensitive goods.
The customs carry out customs and noustoms directives.

These tasks are clearly defined in the law (indirect taxes and 150 to 200 legislative acts
other than customs).

No direct taxation task.
A Transitional period from 2007 to 2009.

> D>

p>X

Geneva Free Ports andarehoused td ¢ 08.06.2016 17



The regulatory framework

NEW REQUIREMENTS

A Following the strategy of the Federal Council in 2015 (recommendation of the
Federal Financial Audit), the Ordinance on Customs was amended with effect fron
1s January 2016. It provides 4 modifications:

1. The name and address of the owner of the goods must be listed in the inventory.
2. The list of sensitive goods has expanded to include alcohol, tobacco and cars.

3. For the goods from Switzerland, the very flexible practice that prevailed has now been
terminated. For an extension of therGonth period, the Ordinance requires sufficient
grounds and that the buyer is overseas. The delay may be extended only 3 times
(maximum 2 years).

4. The inventory must be provided in electronic form, to facilitate the Customs control
work.
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The regulatory framework

DIRECT TAXES

A Operations in a free port may be subject to income tax. The laws of the country of
residence of those concerned prevail.

In Switzerland, the sale of a piece of art belonging to private assets is not taxable
unless the seller is an art dealer (professional trader).

For Swiss residents, the works of art can be subject to the wealth tax.
In practice, some applicants are using offshore structures to hold valuables.

Legal provisions and the usual aabuse rules apply when an art object is stored
in a free port.

p>X
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The regulatory framework

CONTROLS

p>X

The operation of a free port is subject to authorisatidhe Federal Customs
Administration (FCA$ preparing a nevauthorisation limited to 10 year®
operate free ports.

Customdo not carry out checks on a random basis.

Controls strategys basedn a risk analysisarriedout by a special unit of the
Customs Inspectorate.

Kind of controls:
Entry and exit of goodstocumentary/formal and material checks.
Warehousing: inventory checks on the premises and hardware controls.

> I

>\
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The regulatory framework

COMPUTERISED INVENTORY

A Customs controls for these features:
the list of tenants, subtenants and warehouseeper;
declarations at the entry into warehouse;

the inventory of sensitive goodsne inventory pewarehousekeeper). The disposals
are recorded in the inventory.

A The obligation to electronically transmit the data should allow F@Ato
significantly improve control without increasing staff.

A The new computer system should be in place by end of this year.
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Section 4

REDUCE THE RISK
OF ILLEGAL ACTIVITIES
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Reduce the risks of legal activities

REMINDER OF SOME CDF CONCLUSIONS

Figure 1: Principaux acteurs
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Reduce the risks of legal activities

THREE POSSIBLE LEVELS OF ACTION

Applicable legal standards

Risks of illegal activities L Monitoring the application of legal norms

GFPWand warehousekeeper vigilance

Finding:

A The Law on the Transfer of Cultural Property (CPTA) applies to free ports but customs
controls are inadequate to face the challenge. The situation has not improved since the
report of the Siwsd~ederal Audit Office (SFAOQ).

A The Federal Council has defined a strategy. It is doubtful that the FATF considers the

provisions against the risk of laundering are sufficient.

il N REE POI
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Reduce the risks of legal activities

THE FIVE STRATEGIC AXES

\

( Systematically monitor archaeological objects

at the entrance othe FreePorts
- _
& L. . ) Short
Improve the control procedure2 ¥ U KS (@8syrddd y € term
forwarding activities
- _
- ™
Limitthe site access tthe beneficiariesand control the flow of
visitors (biometric identification).
- _
- . ) :
Prepare the company for the strengthening Medium
of International regulations term
- _
& . N : : N
Publicize the opportunities and risks relatedti@ business
of the free ports
- _
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Section 5

SYSTEMATIC CONTROL OF
ARCHAEOLOGICAL OBJECTS AT THE
FREE PORTS ENTRANCE




Systematic control of archaeological objects

FINANCING OF TERRORISM

A Risks well described by Jelanc Martinez, Presidefidirector of the Louvre, in its
report to the President of the Republic, namédty French proposals to protect the
heritage of humanity, in November 2015.

A Current conflicts are taking place in a region of the world particularly rich and dense
from a heritage point of view.

A The situation in Iraq, Syria, Yemen and Libya involves an aggravating factor becaus
theillegal trade i . £ 2 2 R ! i dnk bf tzd dodrcesiofterrorist financing.

A Add the case of countries in pesbnflict (Afghanistan and Mali) or others who have
financial difficulties weakening their ability to fight against looting.
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Systematic control of archaeological objects

SPECIFIC RISKS TO FREE PORTS

There is no evidence in the immediate increased trafficking of objects from
countries at war, in any case of major works. But the problem will arise in the
years and decades tmme. Workgrom looting or illicit excavations transiting
certainly by experienced trafficking networks who can cover their tracks by
producing false authentication documents and/or by storing works for a few
years particularly in "free portsfor as long as it needs tmvent them a story"
before trying to sell them on the market.
(JeanLuc Martinez)
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Systematic control of archaeological objects

ACCEPTING THE PAST

Geneva is a traditional place of exchange in antiques.

Switzerland has more than 30 years before sigtinegConvention on the Means of
Prohibiting and Preventing the lllicit Import, Export and Transfer of Ownership of
Cultural PropertyParis, 1970).

The Geneva Free Ports were used in the past to conduct archaeological trafficking.
The Federal Assembly has decided the ratification of the Paris Convention in 2003.

It adopted theFederal Acbn the International Transfer of Cultural Property (CPTA)
the same year (effective’lJune 2005).

The situation has completely changed, but the consequences of the past will be fel
for a few years.

Some of the free ports in the world have problems, but | do not speak of
Switzerland. They may not be perfect, but the free port case was seriously taken in
hand for some time now. (JeanLuc Martinez, Présideirecteur of the Louvre

Museum).
I
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Systematic control of archaeological objects

> >

CHOSEN SOLUTION

The cantonal authorities have expressed very strongly their commitment to
strengthen the controls, even making an issue of credibility in the fight against
terrorism.

Main problem: the lack of means humanresources of the Customs Authorities.

Contacts with the AFD and the SFOC led to imagine a slightly different solution to
what we had originally thought.

Our inspection will be totally independent of the Customs and conducted by a
neutral inspection company at the expenseGFPW.

The main companies involved in the storage of archaeological antiquities have
accepted changes to thdease,making ourcontrols mandatory

Current Step: choosing a control company based on the proposed methodology.
Getting controls started: Summer 2016.
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Systematic control of archaeological objects

SYSTEMATIC CONTROL OF ARCHAEOLOGICAL OBJECTS (I)

A For anyone wishing to store in a bonded warehouse an archaeological antiquity,
it is Iimperative to have previousnnounced itsarrival through theGFPWorm

created for this purpose.

A  TheGFPWransmit the file to the neutral monitoring company, mandated to
assess thacceptabilityof the goods on the site.

A The neutral monitoring company reviews the consistency of the documents
provided.

a) The information contained in the documents transmitted leaves no doubt as
to the provenance of the goods:

The neutral monitoring company issues an opinion.

In case of favourable opinion, the goods can be stored in-tiaty
warehouse.
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Systematic control of archaeological objects

SYSTEMATIC CONTROL OF ARCHAEOLOGICAL OBJECTS (ll)

b) If adoubtremains

The neutral monitoring company, complementing the documents
reviewed,requestsa visual inspection of the goods on arrival to the
site.

The neutral monitoring company issues an opinion.

In case of favourable opinion, the goods can be stored in a-fuedy
warehouse.

c) Inthe case of a satisfactory visual inspection of the goods:

The neutral monitoring company requires examination of the goods by a
recognised expert.

The neutral monitoring company issues an opinion.
In case of favourable opinion, the goods can be stordberfree Ports.

A Only archaeological antiquities accompanied by a validated form are allowed on the
site.
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Systematic control of archaeological objects

MANAGING A PARADOX

A Several legal proceedings involving violations of the CPTA found their epilogue. Ott
records are currently being treated with the justice department.

A In most cases, they involve archaeological antiqudiesosited inthe Free Ports
before the CPTA came into force.

A Three examples:
0 The casef the Etruscarsarcophagus.
[0 The case of the two Phoenicians sarcophagi.
[0 The case of Roman sarcophagus.

A Our companyill therefore have to manage an apparent paradox in terms of
communication :
[0 Control procedures will be the highest that we can implement.
[0 Several cases inherited from the past, will be covered by the media.

[0 The procedures demonstrate thegficiencyof customs work and proper functioning of
mutual assistance despite an obvious lack of staff.
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Section 6

IMPROVING THE PROCEDURES
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Improving the procedures

STEPS

A The Board of Directors shall decide on the level of risk that is accepRible.
reduction is alwaysat acost.

A The analysis focuses on the risks associated with each of the Free Ports activities:
security, choice of tenants and customers, goods control, etc. Legal norms and
customs control level are considered external varial&sPWetan not change them).

A Work in progress: improvement and formalisation of procedures with the support of
an audit company.

A Next step: a new risk analysis and position taken by the Board of Directors.

A Implementation of new procedures and monitoring of their implementation planned
for the end of 2016.
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Improving the procedures

forwarder

FPWG Bswner

v [
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Improving the procedures

CONTROL PROCEDURES UNDER LESSOR OF ACTIVITIES

>\

Systematic application of the economic beneficiaries of the tenant.

Asking the tenant of the formal announcement of the gahants, including their
activities and economic beneficiaries.

A Systematic control in national and international databases of the names of customers ar
economic beneficiaries.

SEC@ Economy State Secretariat
FINMA- Federal Authority for the supervision of financial markets
INTERPOInternational Criminal Police Organization

A For the record, in case of non compliance of holding inventory or misconduct discoverec
by Customs during an inspection, the customs authority shall immediately communicate
the sealing or results of fraud inquiry to tiag=PW.

A In this case, the FPWG have the option to terminate the lease of the tenant.

>\
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Improving the procedures

FPWG = Freight forwarder main
store

lIII II GENEVA FREE PORTS
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Improving the procedures

CONTROL PROCEDURES UNDER FREIGHT FORWARDER ACTIVITIES

A Systematic control in national and international databases (SECO, FINMA, INTERF
of the owner of the goods
of all the third parties

A Mention of the owner(s) of the goods in the inventory of sensitive goods under the
new Ordinance for Customs, effective cihdanuary 2016.
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Section 7

SITE ACCESS CONTROL
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Access control

IMPORTANT WORK

A This measure is to enhance safety and prevent the presence etsahts (or "sub
subtenants") unannounced and undesirable by:

[ introducing a biometric check for economic beneficiaries;

[0 controlling the identity and recording the presence of all visitors.

A We had hoped to introduce the measure in 2016 but studies have shown the need
link it with other work(entry and exit flowwhich involves some heavy work in
particular for access to the truck area.

A The total cost of the operation should be around one million francs.
A Current Stage: work specifications.

A Finishing date: according to tltelay in obtaininghe building permit.
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Access control

ACCESS CONTROL (1)

A The heavyontraction worknecessary for the realisation of access control:
[0 Destruction of the viaduct

Installation of an equipped gateouse

Installation of a biometric access control

Access equipment

Securecknclosure of the site

N I I R I B

Bids ongoing

11 T
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Access control

ACCESS CONTROL (I1)

A Access control of people by a recognised security firm:
[ Economic beneficiaries (customers, tenarm®) Biometric recognition.
[J people outside thesitem) 1D required.

A Truck access and parking control:
[ Security gatehouse.

- Entry gate of the zone: controlled by an external security company
commissioned by th&FPW.

- Exit gate of the zone: controlled by the Customs.
[0 special locations under the control of customs authorities.
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Access control

ACCESS CONTROL (l1)

|III II GENEVA FREE PORTS
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Access control

ACCESS CONTROL (1V)
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Section 8

PREPARING FOR A STRENGTHENING OF
THE INTERNATIONAL REGULATIONS
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International regulations

FINANCIALISATION OF THE ART MARKET

Globalisation of the art market.
Increase in the number of billionaires in the world.

Increase, in the context of the global financial crisis, of investments in art, antiques,
precious metals and other high value goods.

A A Deloitte survey shows that in 2014, 76% of collectors bought works with an
investment goal, against 53% in 2012.

A ¢KS aFAYIFYOALFLTtA&LFIGA2YD 2F GKS NI Y N
Ports:

In the Free Ports, amounts of cultural goods are negotiated and become mere
property titles. (Andrea Rascher, former head of international affairs at the Federal
Culture Office).
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International regulations

IMPLEMENTATION OF INTERNATIONAL REGULATIONS

A Following the financial crisis and the debt crisis of sovereign states, under the aegis
of the OECD:

1 administrative assistance between tax administrations.

[0 Automatic exchange of information between tax administrations.

[0 Measures against tax optimisation of multinational companies.

[0 Fight against money laundering under the FATF.

[0 Media pressure and public opinion (Luxleaks and Panama Papers).

>\

The process is ongoing. Its deployment will take years.

A The flaws are still numerous:
0 Tax havens in the USA (Delaware, Milwaukee, Nevada, South Dakota).
[0 The trust jurisdictions.
[0 Panamanian companies.

A The OECD and FATF have seized the issue of free ports since 2012.
Le FATF inspected the Swiss system this sfinrey Il
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International regulations

INDIRECT CONTROL

A The FATF issues recommendatiarsch itchanges regularly. The last revision
took place in 2012.

A Switzerland has adopted on ftPecember, 2014 a federal law that is based on
the FATF Recommendations.

>\

The review of Switzerland is this year.

>\

Free ports fall within the scope (regulation and enforcement by FCA).

>\

Control of free ports is exercised mainly indirectly:
[J by obligations of financial intermediaries;

1 by the obligation for traders to meet increased diligence obligations if they carry
out transactionexceeding CHF 100,00dentification of the counterparty as
well asof the final economic beneficiargnd topreaprethe documentation.

A Art dealers, dealers and auction companies are considered as traders.
|
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International regulation

IMPLEMENTATION OF THE MONEY LAUNDERING ACT

A Swiss tax law is fully applicable once the free ports are part of Switzerland.
A Section 95 of the Customs Act specifically provides that the MLA should be appliec

[J Art. 95 non Customs Duties

O ! The customs authorities involved in the implementation of legislative acts of the
Confederation other than customs if these acts provide.

O 1bis|t supports the fight against money laundering and terrorist financing as part of its task:
A Free portis not a financial intermediary and is not subject to the MLA.

A Article 305 bis of the Penal Code applies:

0 Money laundering

O 1. Anyone who commits an act calculated to impede the identification of the origin, the
discovery or confiscation of assets that he knew or should have assumed that they came
from a crime or a qualified tax offense will be punished with a custodial sentence of three

years or a fine.

Geneva Free Ports amdarehoused td ¢ 08.06.2016 50



International regulations

DEFICIENCIES TO CORRECT

A In the light of the new strategy defined by the Federal Council in 2015 following the
recommendations of the federal financial control, despite improvements to the
Ordinance on Customs in 2016, some issues remain problematic:

[0 No verification that the settlement of a transaction made in free ports was carried out by a
financial intermediary.

[1 Collaboration between customs authorities, under the supervision of free ports.

A The legal bases exist but the functions of the competent authorities must be define
and the necessary resources made available.
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Deficiencies to correct

PENDING THE CONCLUSIONS OF THE FATF

A Regarding money laundering, we find that the legal framework applied in other
European countries is more restrictive:

[0 In Luxembourgauthorisedoperators are subject to obligations similar to those of financial
intermediaries.

[0 In Monaco, the authorities require to know the name of the economic beneficiary for cargc
owners.

A We are awaiting the conclusions of the FATF.

A We are calling for effective international regulation in the fight against money
laundering and enable fair competition between free ports dedicated to art.
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Section 9

UNDERSTANDING THE
OPPORTUNITIES AND RISKS
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Understanding the risks and opportunities

A STUDY ON THE ECONOMIC IMPACT

The activity of the Free Ports is hidden from public view.
The legal standards and controls that govern their activities are often misunderstoo

In this context, it is important to communicate regularly.

> > > D

The role of Free Ports in the Geneva economy and the Swiss economy should be
better explained.

A It is therefore essential to have a study on the economic impact of Free Ports, all
articulated figures so far are perfectly whimsical.
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MERCI DE VOTRE ATTENTION

THANK YOU FOR YOUR ATTENTION



