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Introduction

rdly find enclosad the 2018 budget including a conservative compiled presentation of the financial
o.tlook of Country Sint Maarten after Irma. This budget was prepared taking into account; the
urcertainty related to hurricane Irma, the recovery rate of the economy and development of cost
compared to the development of the income.

-

The framework has taken the below elaborations into account:

¢ Asa result of hurricane Irma government revenues will decline in fiscal year 2018
simultaneously expenses will increase of which an unknown percentage of the expenses may

10 the Trust Fund;

a
(Bl
| &

¢ The proposal of Sint Maarten to the Kingdogi @uncul of me to invoke Article 25 of the
Kingdom Act was approved on March 27 mw’by the Kingdom &m«:ll of Ministers (RMR)

e Priorio receiving the aid promised by The Netherlands, the framework for management of
the funcs nas to develop by various organizations including but not |IMIt€d—jtﬂ_the World Bank.

s According to legislation Parliament must approved the Country’s budget within the legal
timeframe. If the latter is not achievable then the last approved budget becomes applicable.
Therefore for the first quarter of 2018 the adjusted 2017 budget figures were applicable.

s The budget isintended as a management too.land indicates the (policy) direction of
Government. However a detailed holistic recovery plan is not yet available for St. Maarten. As
a result the poliey paragraphs that have been adjusted due to hurricane Irma cannot be
presented at this time. The NRRP is:the managing instrument for these recovery initiatives
therefore the national hudget will be dealt with'separately. The recovery funds will be
managed by the World 8ank and will not be incorporated in the country’s budget. Therefore a
separate administratian and acgountability entity will be established. However for the sake of
internaticnal entities such as IMFand Moody’s; the figures have been consolidated. This
nolicy dosument represents the policies of the ministries pre Irma. Nonetheless some
initiatives haue heen transferred to the recovery plan in cases where such initiatives match
the objective afsaid recavery plan.

e Pre-lrmz the compensation of negatives results for fiscal years 2017 and 2018 totaling Naf 20
and Naf 24 million respectively were incorporated in the budgets. Post Irma said
compensations are not achievable given the projected deficit of fiscal year 2018. We
anticipate full recovery of the economy in 2020. No compensation will be feasible before said
time.
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The level of public expenditure
Thz lsvel of public expenditure is based on the existing organizational and contractual situation.
Mzasures wers taken to reduce expenses where possible. The budget is mainly made up of fixed cost for
example: long term contracts, personnel, rents, utilities, communication, garbage collection, school bus
transportation etc. Due to the pressure of past budgets there is virtually no elasticity for any variable
ccet. Cost reduction requires rigorous measures across Government. Significant need post Irma resulted
in tapping into government savings. Down-sizing is necessary due to the proportion of contracted
services however this is 2 time-consuming measure that can only be realized with a considerable period
of friction and incurred cost. Post irma recovery reguires more capacity from the Government
n however proposed measures to compensate the loss oﬁmvenue translates into an opposite
quiremeant. Due to significant pressure on the budget Govemment is looking for ways to reduce cost
its ravenues in as much as possible. S

e

=

The most important measures are the short-arrm measures Wuce cost.

o

-

e;orm of the pension system
The previcus budget made mention of both the i:eform of the pension systemand the reform of
the hea : ‘nsurance system. The previously annouinced change to the pension system as of
January 1%, 2018 is no longer feasnhig. We antlcupatronis a new implementation date of July 1%,

At
7;,”3

2. Revision of the hegith insurance system e >
The introduction of a rengwed health insurancé.sys em has been delayed. In view of the valid
Kingdom [nstruction of 2015 last; it is mperamve to settlg this issue in the 2018 budget and
ncorporate the proposed cost saving measures into the system.

Rejorm aof the Tax Department and taxation system
Post Irma a decisive tax administration is.@f evengreater importance.
6 2017 the first initiatives were taken to improve the Tax Administration such as
mplementation of a new ICT system, recruitment of employment agency personal to eliminate
backlpgs and execute additional checks and balances.
In 2018 we will look into simplifying processes and communication to the taxpayer. Finally an
assessment will be made of the necessary investment to house the entire tax administration
under one roof. A modernized taxation system is necessary which can only be realized by
simplifying rules.and regulations and reducing the number of tax categories. We will have to
acjust our izgisiation In order to enforce measures to expand the taxpayer’s basis. Such measure
will result in more commercial activity.

4. Administrative reorganization

As z result of lrma we nave experience some changes in expenditure that are not yet fully
accounted Tor. Update of the rental database is necessary for office space as well as housing
accommodation. An updated property database is also necessary and tighter management of
cleaning services. We anticipate cost reduction following these measures.
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1. General considerations
introductiorn

Tn= explanatory notes to the adjusted budget 2018 cannot be fully structured in the manner referred to
in zne Nationa! Acccuntability Ordinance. This National Ordinance focuses on the existence of a policy
nunget: the budget with explanatory notes constitutes the financial translation of the intended policy of
the Government. Past irma, the policy goals need to be adjusted and the aim to rebuild more strongly

‘ ‘ series of coherent measures that must take place in the country budget or in
At the moment there are zslready initiatives tha_t‘are a first step towards recovery,
, very pizn is still being drawn up in collaboration with the World Bank. The
planning nrocess ¢oart :‘ in early 2018 and will take several manths before any consequences for the

il be noticed. This means that the. present budlgg,tg can only supervise the running

f Government Dzpartments and has no new policy elements. This also mhs that once the approach
to rzcoveny has bezn worked out, 2 budget amendment may become nece‘éary

Cg=

i
“©
n

' resuits. 2016 financial year statements.

~zn the 2018 budget was drafted the 2016 realized figures were not yet known. Initially a positive
bz znce of Naf 1.1 million was reported down from Naf 25.3 million* am;the deficit compensation. It
stculd be noted that that pre-irma the fi nancial ICT systenmsﬁered exmded outages due to cyber-
atzacks following system outages post.Irma. Thereforeﬂmfourth quarter reporting was based on
mznual calculations. New that the system is operational we anticipate that this positive result may
iezve rocm for some correction.

Preiiminary result- 2017

it zoes without saying that fiscai year 2047 will report a substantial deficit when compared to the

or zinal budget. The first budget amendment projected a deficit of around NAf 153 million, however the
fourth quarterly report shows a less dramatic picture of the situation with a deficit of NAf 72 million,
ex:'uding balance adjustments.

Financial position

Tre country's financial positiorrhas become worrisome because of Irma. According to estimates, the
ccnseguences will pe felt on a2 multi-annual basis and result in shortages in the fiscal budgets from 2017
through 2018, The 2018 budget is more or less in line with the expenditure level for fiscal year 2017.
Ho ever dus to the consequences of Irma, the annual indexation and higher costs of salary increments
of ~vil servants, it can be concludzad that ultimately 2018 will result in higher expenditure when

Oz of the most important measures for improvement for Sint Maarten is compulsory health insurance.
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Currently medical cost far exceed social premiums, therefore the situation is untenable. This is an urgent
anc important matter that requires immediate attention. We can no longer await the introduction of
thz National Health insurance. The country also faces other financial risk with regards to the deficit of
the Post office anc Winair. There is also risk associated with Government owned NV’s such as the
Hzraour.

Liguidity position znd loans

Tre liguidity posiuon of the country of Sint Maarten is worrisome and needs to be strengthened in 2018
in order to maintain the Government apparatus. With the Netherlands, it must be worked out in what
wzy deficits will bz financed so that at least a sober but adequate level of service can continue to exist.
The fiscal year 2015 reported a positive financial result whtmsbrengthened our liquidity position

Tr.: enabled Government to meet its financial obligations post Irma.”

The long-standing uncertainty about the support. thatwould be granted bymetherlands ended in
2017 after the ﬁ—f sion of the Council of Ministers i November to grant Ilquﬂﬁ;support for that
anz.a. year to Sint Maarten. This decision leaves some: foom, but in 2018 anothar appeal will be

Nesd3€a 1o

liquidity assistance from the Netherlands e, A g,
"w. _.v $ ‘ “V"'
Tnz financial buffers that are parked as deposﬂzs areofa hmlted.saze in relation to the risks that the
ns on numerous fronts. Fwtherrmre, framithe year 2019" enwards, extra burdens must be

ccount as a result of conditions setby the Netherlands f"ortepaymg a loan of NAf 26 million
nis has a financial impact of NAf 1.1 million in 2019 and NAf Sggmulllon from the year 2020,
rther limits the liquidity position.

Ce.ntry Sint Maarten aiso has a bank account with the.Central Bank on which the residual funds for
capital investments approved by the CFT have been deposited. These residual funds are designated to
investments that have to be made in the setting up of the new Executive Office and the ICT equipment.
Al capitalinvestments are paid from this bank account.

In 2017, 2 loan was acquired of NAf 21.7 million. With regard to liquidity support, a loan of NAf 50
mi.ion has been agreed upon and will be redeemed in the first months of 2018.

Thz-e are no loans in the year 2018 that have to be refinanced.

Arrears in Payments

Payment arrears 2t tne beginning of July 2017 amount to Naf 106.9 million. Of this, there is a NAf 50.8
milion owed to SZV; NAF 39.2 million to APS and NAf 16.9 million to other creditors. It is expected that
theze payment arrzars may substantially be reduced after the liquidity support materializes and the
=rved means can be used to pay off SZV. In addition to that continued negotiations will be held with
.72 apout further debt repayments.




Relevant information from external parties

'P.. -

nz following sections provide insight into relevant information as provided by external parties.
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1.t assessor Moocy's issued a rating of 'Baa2 stable' for the Country for the year 2017.
anged compared to previous years. The rating issued by Moody's indicates that there

¢itrisk for suppliers to the country. In addition, thedating indicates that there is a
for -=/’='na! investors.
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2. Central Bank of Curacao and Sint Maarten

n .15 pubiication Zconomic Developments in 2017 and the 2018 outlook mﬁentral Bank outlines the
sit.ation after iz, The bank reported revenue degline particular in the h@ﬁitahty sector, however
sorme compensation was reported from the construgtion sector. Nonetheless ‘the economy in St.

to shrink by 5.1% in 2018.

arivate and public c:;endmgis not expected fo be sufficient to compensate for the sharp
fa!' 11 net forsign demand. This decreaseris, ly caused by Mmease in exports. Taking into account
that it wil take some time before the prqdiuctlon uapacrty of Si nt Maarten reaches the pre-hurricane

v'u o]

rarc

izc2d on the prosoecis of the CBCS, a decline in Government revenue of at least NAf 50 million must be
20204010 acceunt. However, the actual decline will be higher because revenue from levies that applies
specifically to the hotel and catering industry (stay-over tax, time share) will almost completely
a:szopear and across the board the revenues in the construction sector are estimated lower such as a
droo in wage tax revenues (low wages, temporary staff). The previous estimates have recently been
sted to approximately NAf 200 million negative:

2. Budget 2018

Draft budget 2018

Sint Maarten invoked article 25 of the Kingdom Act on Financial Supervision (KAFS) in order to deviate
from the standards stipulated in Article 15 of the (KAFS) for the 2018 budget. Below is motivated norm-
wisz. as mentioned in the Kingdom Act, where deviations are made.

As = result of hurricane Irma and hurricane Maria, the tourist sector the lifeline of Sint Maarten is
harocapped. Recovery is not feasible on the short term. Numerous redundancies have already been
anr.ounced and hundreds of employees have aiready been sent home without a prospect of work. In
aco lonto a sharp decline in stay-over taxes, time-share fees, car rental tax, etc., a very sharp decline in

- _r A
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wzge/income tax, turn over tax and profit tax is also expected. For 2018, adjusted revenues are
estimated to be approximately 28% lower, ranging from NAf 484 million to NAF 303 million.

12 costs, on the cther hand, increased from NAf 460 million to NAf 500 million. The increase in costs is
mznly due to increases in the social and infrastructural area. Cost-saving measures continue to receive
tre full attenticn of the Government.

na projected govarnment income will not be sufficient to cover the government expenses. This is a
chzllenge not only in 2018 but it is also projected for the coming 2 years.

¢ shoulo be noted nere that insufficient data is available to make wa%ubstantiated estimates. With the
deployment of tecnnical assistance from the IMF and the mvnlvement of the World Bank, significantly
maore reliable pro’zsctions can be made for the second half Qﬁr‘-the ysa:.-;.

Art 15.1.0. "The capital expenditure included in the budget and the mulﬂqnaual budget shall be covered
by the funds reseried to cover this expenditure, takmg into account the Wed the incoming funds

from the proceeds of monetary loans”.

Tn 'z standard is met as long as loans canbe attracted tO”ﬁhancéiheie capital expeﬁd‘ﬁ@es.

The standard interest ncrmshall not be exceeded"

"

interest charges of the public sector may, not exceed,an amouﬁtmalculated at 5% of the average
ircome of the previous 3 years. This requirement.is achlevagle in 2018."

Arrcle 15.2.0. "The bugget and the multi-annual budget shall include all the expected revenues and

r. as much as passibie the preparation ofthesPost l:ma budget took all government revenues and

expenditure into account, The exceptional situation that arose after the hurricane makes the realistic
assessment of expenditure and revenue a tour de force. With the analysis of the World Bank in relation

to the reco very program, it is expected that more realistic figures will be available and the estimates can

b= adiusted. Partizlly this takes in to account recovery estimates per sector including the recovery
factson govemment’ s monetary funds.

Grzdually the realization figures will become available and provide a monthly increase in the reliability
of the figures. Therefore forecast will appear more clear and works continue to progress. The
Gowernment therefore foresees tne necessity to submit budget amendments to Parliament. A better
view allows the visinility of our liquidity needs. it has been decided to request technical assistance from
thz IMF. The planning is that the {MF will produce their first financial report in May 2018.

Tr.z standard is met for as far as this can be overseen.

Arccle 15.2.b. “The revenue and expenditure captured in the budget shall be adequately explained”.



The Government s aware that the explanatory notes to the revenues and expenditures must be
imoroved. This will be implement during the course of the year as we reap the benefits of the measures

mentioned above.

.5 standard is met as much as possible.

The ouaget has been designed according to orderliness and controllability criteria.

‘= financial information captured in the draft budget is in an orderly and verifiable fashion for as much

fcremeniioned reasons, most of the required criteria f_z_avg,been achieved.

Arzicle 15.3. "The oudget shall be accompanied by a statemgut of rheﬁaanaal situation of the country”.

Bath [T problems and hurricanes have created a .backlo ing of financial data and the
prenaration of relable financial reports. A curkent complete financial pﬂsﬁmn overview is not yet
avzizble. That s why this standard is not totally realizable. During the ﬁs@i year 2018, with the

ance of the IMF, ‘ha Government will better be able:to provide insight into the;,-ﬁnancnal situation

With the helo of tachnical assistance (fromithe IMF,.among others), the Government aims to achieve
imzrovement of bath the reliability of the figlires presented and ofthg quahty of the entire budget. We
Wi then aiso aliow our.own staff to take pagtin the JMF:mportmg mcess The Government is also
considering contracting the IMF deployment for a lcnw period of time in order to; assist us with the
przzaraticn of the quarterly reports and cash flow pmjectlons
The uncertainties selated to the near futuresare great: The recovery of the economy depends, among
in2r things, on the speed with which the projects that are financed from the Trust Fund can be carried
out and ths way in which:the financing is ultimately. structured. Based on the standard interest norm we
sz; nave room to acquire loans however based on the standards promoted by the Cft and respectively
he IMP this is not the case since they bath promote a percentage that should not exceed 40% of the
G' P. There is also insufficient insight inta the financial developments at the Government owned
copanies (Utilities, Harbor, Airpart).
The zforementioned uncertainties result in precarious liquidity demands. Momentarily the monetary
& cannot be correctly stated. The multi-year balance sheet shows a negative balance of NAf 197
lion for the ye r 2018. In calculating the long-term perspective, account was taken of both indexation
or income and the costs of L%. However, no extra incidental and structural income has been taken into

eCCIUNt.
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Sc..tions to curp the financial gap should be prioritized such as enforcing the compliance of tax revenue
cc.ections. Additionally it is important to adequately manage the day-to-day operational cost and

!

recaced the risk at government own companies.



Consequences of hurricane IRMA for the budget

2018

Aevenues

Rudgetted 484,518,115

Estimate of revenues Post-Irma 303,436,964

Lower revenues 181,081,151

E«peNdi’mre AR ‘ \“—’jfﬁ

g augetted 460,518,115 ,
Estimate of budgat Post- Irma 500,545,551 %
~igher expenditure .. 40,027,436

Salance Ceficit in comparison to budget w. W ;.-,f‘-fn‘

- - » . 221,1085870.

2718 s

o application of deficitie@mpensation -24,@0,000

B.cget defleit 2018 197,108,587

Tre cost has been derived from the avqﬂgble 2017 realization figures plus additional cost that is
anticipated as a result of hurricane Irma. Revenue has been estimated by assessing the various income
items and accounting for the achievable percentages post hurricane Irma.

2.1 Multi-annual budget projection

Tre multi-annual estimate below has been drawn up in the knowledge that there is still far-reaching
uncertainty about the level of actual feasibility of a number of assumptions. The following assumptions
have been used:

s It will take the economy 3 years to recover to a pre-Irma state;

s Government revenues will increase between 15 and 20% annually due to economic recovery,
supplemented by the collection efforts at the Tax Department;

s Tne costs for the Government (personnel and equipment) will increase by an average of 1% per
year;



¢ The cost of social services will gradually drop to a pre-irma level after 2018;
¢ Subsidies, depreciation and bank charges will remain virtually unchanged;
Below table show the projected developments in revenue and cost during fiscal years 2017-2021.

We project a deficit of Naf 72 million at the end of 2017. The projections below show that the deficit will
continue 1o accumulate totaling approximately Naf 500 million by the end of 2020. Stabilization of the
economy is projected at the end of 2021 to a pre-Irma state arriving at a projected result of a positive

=74 million. It is still unclear how the aforementioned losses will be compensated according to existing
legislation. At the requirement of the Kingdom Council of Ministers (RmR), the phenomenon of the

coordinated with Cft . In order to be able to advice the Kingdom Council
of Ministers {(RmR) with motivated arguments in this respect.

compensation of losses will be

326,497 087 234 885,548 277,261,573 335718,076 407,258,848
13,262,954 12,959,629 16,199,536 22,879,351 25,819,258
38,695,886 32,596,004 33,986,004 35.695.804 37,480,594
29,672,553 22 995,783 24,145,572 28,974 686 34,769,624
402,928,580 3034068964 351,602,634 423067917 505428324
JLPQ‘CES“»S?“ 197,784,981 198,885,029 201,883,880 203,902,718 205,941,746
Iizteriele lasien 120,028,418 110,729,630 103,500,000 104,535,000 105,580,350
ooragningen 33,768.824 56,569,981 51,509,981 52,025,081 52,545,332
2ardenng Vaste Achva
NIPANG 10,419,725 14,120,341 14,500,000 14,800,000 15,000,000
sidles 101,937,362 101,075,069 102,591,195 102465895 102,230.895
figbaurzen 3,530,586 4,154,268 4,449,221 4,216,582 4.515,959
enreme kesten 13,104,838 14.011,233 15,500,000 15500000 15,500,000
’uta I Lasiern 480,574,746 500,545,551 493,93 4 976 604 214 280
{480,574,746)
£lrdsaido per jaar (72,446,166)  (197,108.588) (142,331.583) (74.377.359) 4,114,042

Vediss compensatie

(72,446,166)  (269,554,753)

iulti-annual Budget projection
Revenues

Taxes

ticenses

Fees & concessions

Further revenues

Total of Revenues

Personne! costs

| M=zterial expenditures

Social services
Appraisal reduc
Writing-off

tion fixed assets
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Compensation of deficits from previous financial years
Trz provisicna. operational balance at the end of fiscal year 2017 totals Naf 72.4 million. This
: fic will reduce Government’s RetainedEarnings and"mtgintially cause a negative

i of fiscal year 2018. According ta the Kingdom Act atEuf@;Lated deficits must be
¢C nnensated witn surpluses in subsequent years, Ho’Wever we anticipate ac&}mylating losses up until

T2 ing Naf 422 million as previously shown akowe. Negotiations are necéésa?ry_ with regards to
because compensation will not be feasible ar realistic; since we do ndt'ziqmcipate arriving at
d result prior to 2021. The financial outlook for Country Sint Maarten is very challenging as
sioh we Fave bezn advised by the Kingdom Council of Ministersito seek consultation from Cft on this

Loan perspective
As oer 1-1-2018 Government's long-term loans totals Naf 574.9 millien. Included in this amount is an
auoroved Naf50.00 millian liquidity support loan fram 2017. The collective sector reports a total long-

'Loans In NaFl x 10.000.000 !
; | 2018 2019 2020 2021 2022 2023
1 }
Szart position Collective sector | 544.1 809.1 | 1,054.1| 1,149.1| 1,194.1| 1,204.1
[Ada: Liguidity support 2017 ; 50.0 (2.0)
\ad: Liquicity support 2018 i 150.0 50.0
d: Liquidity support 2019 100.0 50.0
fd: Liguidity suppart 2020 | 50.0 25.0
|Agd: Tax Department | 15.0 25.0 10.0
Acz: SMMC Neuw Hospitaal 40.0 40.0 55.0
Aza: Other investments ’ 10.0 30.0 30.0 20.0 10.0 10.0
(Suntract: Expired loans \ (100.0)
'Endlng position collective sector |  809.1 f 1,054.1 [ 1,149.1 4 1,194.1 ! 1,204.1 ! 1,212.1
i 1,550.0 | 1,7250 | 1,900.0 | 2,000.0 | 2,020.0 | 2,040.0
52.2 | 61.1 60.5 59.7 59.6 59.4




Explanatory notes of the changes in the debt position:

a) Fiscal years 2018 through 2020 will require budget support and / or liquidity support. However
the projected accumulated losses show a declining trend from Naf 197 million at the end of
2018 tc zpproximately 75 million in 2020;

b} 1n 2018 the project Tax Department reform will commence. This project is estimated at Naf 50
million to be disbursed over a period of 3 years. This project was transferred to the recovery
trust fund;

¢} Tne project for the SMMC; New General Hospital will also commence in 2018. Currently it is
unciear it Covernment will assume the financing obligation for this project;

a) Capital irvestments that are not financed by the recovery trust fund have been kept to a

minimum;

{4}

) Two governments bonds valued at Naf 50 million each, willmature in 2020;
f}  In 2021 i+ 's anticipated is that the GNP will arrive at pre-irmajevel.

Economiz Developments
By the Central Burezu of Statistics the GNP of 2016 has been calculated to NAf 1.919 million.

| GNP x Naf 1 miljcen 2016 2017 2018 2019 2020 2021

lcup 1,919 1,940 1,550 1,725 1,900 2,000
| ~craase 21 (390) 175 175 100
Hncrease In % _ 1.08 (25.16)  10.14 9.21 5.00

Under normal circumstancas, the GDP.of 2017 wouldthave reached 1.940.

-

Quarteriy Jugger
Expenditute

Expendituresare.linearly distributed over ’che fiscal year with the exception of a peak in the second

CuUETter Gus to Vagation allowance

Customarily revenues show a seasonal pattern:

a) However the seasonal pattern in 2018 and 2019 will be minimal;

h) Profit tax revenue at the end of March, June, and December will show minimum fluctuations

in 2018 and 2019;

Numter plates revenus will be higher in the first and second quarter;

d) Asthe reconstruction works progresses and the economy recovers, we will realize a steady
annual increase in Wage tax and TOT.

Y
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2.2 Cost development

Vaiues in the expenditure per Economic Category derived from prior years multi-annual developments
i~ the realization figures. The larger expenditures in the budget are based on existing vendor contracts
znd/or legislation. It goes without saying that any adjustments to existing contracts will encounter its
«n challenges and possible legal cost. Therefore we anticipate that only marginal changes are
cnisvable in the 2018 budget. A budget amendment was submitted in 2017 post-Irma. Not all of the
‘oposec projects were compulsory and thus some were transferred to the 2018 budget.

MmO o

e

Certain initiatives fell under the context of reimbursable projects. A consensus was reached that said

projects would be pre-financed by Sint Maarten and later same pmje’éﬁ would be declared to the

recovery trust fund. These projects included: The roof repair p;ogra‘ﬁ%, the hospitality training program,
d VSA projects sucn as the voucher project. The aforemm‘ign‘éd;iamjects were transferred to the

recovery trust fund and are no ionger part of the 2018 budget ,’j
2.3 Revenues development
&) reverues are recorded using the cash method. e e

;2ge tax and income tax
Tz 'levying of Wage Tax and incame Tax accounts for *—30% of the totai:budgeted revenues. Prior year
anzlysis shows tnhat same revenues account for 7.1% of the GDP..We anticipate a decline in these
ve fine items In 2012-and 2018 due to lost ‘ef income, reiated to post-irma closers and skeleton
stz operations during reconstruction: :

ize @ decrease in tax declarattans forms and the associated monetary settlements in the
period thatfo! b directly after Irma. Gradually in the:months that follow we noticed some more activity
witn regards to deciarstions and settiements. As a result fiscal year 2017 resulted in a more favorable
rec.lt than initially forecasted directly aftq:g\a We anticipate that this trend will continue in the first
cozrter of 2018 folowed by a significant decline. Therefore the 2018 budgetary income was forecasted

ooked at the monthly trends during fiscal years 2009 through 2017 and derived at and estimated
come oer line item. And averags of 70 to 85% was applied to same estimated income over that period
in order to derive at the projected 2018 figures.
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GDP  (min)

Turn over Tax

The 71c and 3“’ guarter represents the | 'owgason,we af'lthlPaféﬂ

period. D I

Year GDP BToT

s S R SRR
2008 1423.8 88.6 6.2
2009 1420.2 82.1 5.8
2010 1597.0 79.5 5.0
2011 1675.0 1M1.7 6.7
2012 1764.4 134.6 7.6
2013 1825.4 140.5 7.7
2014 1886.8 138.9 7.4
2015 1600.5 140.3 8.8
2018 1919.5 132.6 6.9
2017 1861.2 6.3
2018 1799.5 5.3

1423.8
1420.2
1597.0
1675.0
17644
1825.4
1886.8
1600.5
1819.5
1861.2
1799.5

Wage Tax (min)

__140.

125.0
117.5
120.7
113.7
5 78
127.8
134.6
138.7

8.8
8.3
7.6
6.8
8.7
7.0
71
8.7
7.3

A4 ~£12"



Profit tax

Thz profit tax revenue shows the following pattern:

Year GDP( min)
2008 1423.8
2009 1420.2
2010 1597.0
2011 1675.0
2012 1764.4
2013 1825.4
2014 1886.8
2015 1600.5
2013 1919.5
2017 1861.2
2018 1799.5

Excise duty on fuels

Profit tax

39.2
45.7
38.7
271
22.2
22.2
26.8
33.6
42.3

28
3.2
24
1.6
1.3
1.2
1.4
2.1
22
1.8
0.8

S 1

el

Pe<rol tax is 29 cents per liter for _:meaded petmn Pnor year m@me developments are shown below:

Year liters (min)
2008 33
2009 34.
2010 27.7
2011 33.7
2012 34.8
2013 36.1
2014 34.1
2015 36.4
2018 34.1
2017 33.5
2018 33.8

Transfer tax

~E
Exuse on fuel

9.6
9.9
8
9.8
10
10.5
9.9
10.6
9.9

L

The sale of land and buildings require a transfer of Title of ownership.
The buyer has to pay a one-time transfer tax to government, which is around 4% of the sale price.

Motor vehicle tax

Tre Motor Vehicle Tax is estimated at NAf 9.3 million for 2018.

Guest stay-over tax and time-share fee

Tre guest stay—over tax and time-share fee revenues are as follows:

ar ~£1n



Yzar =DP Stay-over Time share

2008 1423.8 4.0 0.3 4.8 0.3
2008 1420.2 3.6 0.3 49 0.3
2010 1597.0 3.8 0.2 4.2 0.3
201 1675.0 3.9 0.2 45 0.3
2012 1764.4 44 0.2 45 0.3
2012 18254 6.6 0.4 4.2 0.2
2014 1886.2 7.4 0.4 44 0.2
2015 1600.5 8.1 0.5 41 0.3
2016 1919.5 0.5 3.7 0.2
2617 1881.2 04 ¢ T Taig 0.1
2018 1798.5 0.2 B o 0.1

2 forecasted stay-over tourist for fiscal year 2018 onSim Maarten is 20- % below normal occupancy.

Central Bank Curacao and Sint Maarten

Trz tral Bank of Curacao and Sint Maarten is the cemal bank fnmhe Netherlanﬂ@,ﬁntnllean guilder
~d administers the monetary policy of€uragao and Smem:ten,»T he articles of mcmgoratlon state
tratthe licansing fees collected by the Bankwill be transferreglto the Country where the right of
coilection originated. Prior Years figures reported and income iMjg this category between Naf 25-27
ri'tion. In the 2018 budget this income lineifem has'begp.conservétﬁgly estimated at Naf 25 million.

(W)
l)

o
# :

Capztal Expenditure
inzuded in the 2018 budget are capital investmentsmtahng 28.9 million. This amount consists of NAf
2..7 million frem deferred investmentsin zm,z NAf SmuUlon for improvement projects at the tax

Departmentand the Einancial Administration: An amountaf NAF 5.3 million has been earmarked for
study financing, and an amount of NAf1.9 million is earmarked for the capital costs of semi-private

carizatians and NGOs. It has not vet been determine which investments can be financed via the
recovery trust fund. The World Bank and government are still consulting on this matter. The assumption
wzs made for capital expenditure that only those investments that were not realized in 2017 can be
exccuted In 2018. Ifthey are alterations to the investment programs a budget amendment will be
dezmed necessary.

Interest standard rate

The total interest burden of the collective sector amounts to NAf 15.7 million for 2018, whereby for the
0=ns yet to be acauired it is assumed that they can be raised at a percentage of 1 to 1.5%. The total
amount of interest costs remains well below the fixed interest rate norm of NAf 31.9 million.



Nominale waarde Rente per jaar

Bonds 2020 50,000,000 2.50% 1,250,000
iBonds 2025 73,500,000 2.63% 1,929,375
Bonds 2030 78,571,000 2.75% 2,160,703
|Bonds 50,000,000 2.88% 1,437,500
Bond D 50,000,000 3.00% 1,500,000
nas 2016 -2025 26,000,000 1.50% 390,000

cs 20320 60,000,000 2.25% 1,350,000

: 020 45,400,000 2.38% 1,078,250

s 2045 40,000,000 2.45% 980,000

204 30,700,000 1.85% 567,950

. ekl ond investeringen 2017 30,000,000 1.50% 450,000
rekken investeringen Bel.Dienst 34,000,000 1.50% 510,000

10 te trekken bond investeringen 2018 30,000,000 1.50% 450,000

Totaal bonds 7 598,171,000 $,053,778

Ennkkosten 125,000

598,171,000

vilectiere sector:

5,060,106 7.00% 400,000

i 2,114,000 250,000
iC RC) 150,000
12,000,000 6.25% 750,000

| Concerning Nominal value Interest per year

cnds to be attracted

ital Bonds and Bank costs
llective sector

Total interest collective sector
| Interest rate standard

| Under spending on the interest rate standard

2.4 Liquidity development

Financial projections report losses at the end of 2018 totaling Naf 197 million. Liquidity shortages will
commence in the second quarter of 2018. The absence of additional liquidity support as of March 2018
wiil result in the insolvency of Country Sint Maarten.
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Below tzble demonstrates the forecasted liquidity developments during fiscal year 2018, commencing
with the current account opening balance. It should be noted that this balance is inclusive of the Naf
21.7 million reserves for Capital investments. Revenues are projected at Naf 90 million per quarter
susseqguently expenses are forecasted at Naf 130 million resulting in an average cash shortage of Naf 35
to Naf 40 million per quarter. This situation will lead to utilization of cash reserves and uitimately the
insolvency of Country Sint Maarten.

Kwartaal 4

Kwartaak2y Kwartaai 300

Ontvangsien |

Beastingen { 72,031,387 59,877,387 52,547,387 & . 50,429,387 234,885,548
| vergunningen [ 2,332,733 5,054,255 3,628,696, e 1,943,944 12,959,629
| Fees & Concassions 11,082,641 9,128,881 7,497,082 | 4,889,401 32,596,004
| Terugbetzling NRP projecten | 20,000,000 20,000,000
5 tening BZK (liquiditeitssteun) 5 50,000,000 Ay 50,000,000
| i

6: 22,985,783

6,438,819

Cverg:

2z Saten

V)

Uitgaven ) N
Cregitauren 55,500,000 55,500,000 | “55,500,000 = 00 222,000,000

{ oren 25,500,000 25,500,080 | 25,500,000 ( 102,000,000
Sooale lesten 14,142,495 14,142,495 14,142,495 56,569,981
4,800,080 4,800,000

25,268,767 25,268,767 .| 25,268,767 ~ |.101,075,065

! 1,447,000 : 1,023,333 ° . 2,470,333

| 180,152 6,072,911 (L. 180,152 5,696,669 | 12,129,884

r fnanclering tRP prajectan | 0,000,000 10,000,000 |7 w0 7 20,000,000
Cetalngsachterstanden | A - 0

32,000,000

| Saica ligae middelen (ainde kwartaal)| (7,692,918) j.r‘(-x‘ﬁmrm /

S
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[ Umdnw Budget 2018 | 1" Quarter | 2™ Quarter 3" Quarter 4" Quarter Total
I
| 72.031.387 58.877.387 52.547.387 50.425.387 234.885.548
| 2.332.733 5.054.255 3.628.696 1.943.944 12.959.629
& Concessions { 11.082.641 5.126.881 7.497.081 4.885.401 32.596.004
F\:,avment NRP l 20.000.000 20.000.000
| 50.000.000 50.000.000
£.868.735 | 5.438.819 2.529.536 7.128.693 22.995.783
55.500.000 £5.500.000 55.500.000 55.500.000 .. 222.000.000
25.500.000  25.500.000 25.500.000 25.500.000 | 102.000.000
14142485 | 14.142.495 14.142.495 14_;43;49?, 56.569.981
| 4.800.000 4.800.000
25.268.767  25.268.767 | 25.268.767 ;‘25268 76‘1 101.075.069
1.447.000 | e [1.023.333 "\, 1,2.470.333
180.152 | 5.072.911 | 180.152, \ 5.696.669  112.129.884
10.000.000 | 10.000.000 | > | zwo 000
132.038.415 141.284.174 | 120.591.435. | 127.131.265 521.045.2'&{‘3];‘
139.692.518) | (10.786:831) | (34.388.714) [62.739.840) | (147.608.304) "
32.000.000  (7.652.908) - | {28.479.749) | (52.868.464)
"(7.692.918) | (18.479.748).)] (52.868.454)_| (115.608:304)
| 1 A . " B

, n operating shortage Naf 87 million which results from a forecasted shortage
o7 MNaf 197 million plus a liquidity loan.af Naf 50 millign.

3. Poliey part

Tr s ch
Lt DI 4

outlines the 2018 policy thatwas prioritized per-irma. Realization of said policy will only be
ole nending the availability of resources. This creates a lot of uncertainty regarding the feasibility
of ! e:—.i‘;za‘rzg the Cauntry’s goals. Tha recovery plan is not yet completed. Completion of said plan is

i o determine the roadmap to recovery.

atizina

“Fooizy is the pursuit of achieving certain goals with certain policy instruments and doing such in a

rain t

time order™.

ir. z» effort 1o incorporate the policy budget and the financial budget in one holistic file, the goals for

fiscal year 2018 (which can only be achieved pending available resources) are described below:

I 2017, a beginning was made to formulate the policy priorities and the resulting policy actions
zccording to the system of Result Based Management (hereafter to be called RBM). RBM enables the
IV inistries to transiate the often more abstract strategic goals (impact and outcome) into actual
operational objectives (output level of policy actions) and later to the implementation of activities as
dzfined in the annual plans of impiementing organizations.



Trainen, Rekmteten, .|. peken ODIWlkkBlGn,
Faciliteren, Werken met

__RESULT BASED M@G@ W

Impact 23 . Society, Social, Economic, Politie Itural, Environment

Ouicome L3 ‘ Change in bew and attitude, Social Mobility, Competences, Norms and

N | Standards Y
Output | Producty wices@wlediaepons Procedures. Publications
| Activities | ‘ Training, ting, Researching, Developing, Facilitating, Working with
* Input & | mney, PeOple X {nowledge, other resources

Policy fermation, budget and poﬁ%plementation

Policy formation, budget and policy implementation In line with the Rft, aims to annually
improve the relation between policy design and policy implementation. As a result of hurricane
irma and the recdnstruction program, we experience an additional challenge. A substantial part
of the resources for reconstruction will not be managed by government directly and will not be
included In the government’s operational budget. These funds will be managed by a separate
Recovery Trust Fund. This will result in two operating budgets cycles: one for regular operations
and one for the operations of the Recovery Trust Fund. The budget for regular operations
relates to governments planning and accountability cycle of its regular operations.
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To be inserted in the

Reporting

and
evaluation -
i .| 2.Annual financial Statement
f- -%i‘&xear Account
! Preparing | o Monitoring
5 | Operational Cyele
| Sl L
! {implementation "

The policy budget isthe starting:'point of the budget cycle. The policy budget translates the
objectives into required resourceslgessary for realization. In the accountability cycle the goals
and spending justifications are repor’ced In fact the accountability cycle answers the question:
Dia we realize our objectives and at what cost.
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