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PREFACE

Preface

Before September 6, 2017, I used to say that a young country
like Sint Maarten is entitled to make mistakes. But it became
harder to hold on to my conviction, as reports from the
General Audit Chamber and Progress Committee constantly
challenged my views and confronted me with our limited
progress. Hurricane Irma shook us to our core. All the optimism
surrounding our new constitutional order after the 2008 Round
Table Conference seemed long gone. We were faced with an
accumulation of challenges. Not only do we have to recover
from the devastation of Irma. We have to simultaneously make
up for lost ground, rectify earlier mistakes, while also speed up
the progress of our hurricane preparedness. This is no small feat,
especially considering that, according to statistics, our nation
deals with a destructive hurricane every six years. Our plans and
actions must lead to tangible results that bring about progress,
creating economic growth and increased revenue into the
government’s coffers. We cannot fulfill this Herculean task on
our own, at least not within a relatively short time frame.
At this moment we cannot close our eyes to our dependency
on our partners within the Kingdom, the World Bank, and our
surrounding islands. There is a shared responsibility in making
this cooperation successful, while at the same time finding a
balance between bureaucracy, accountability, and transparency.
Like Sir Winston Churchill said: “Never let a good crisis go to
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waste”. We should seize this moment to question reality and strive
for a better tomorrow. It calls for an unorthodox approach to find
solutions that may well be found outside the usual parameters.
With all this in mind, and the determination of our government to
succeed, I accepted the position as Minister of Finance of a post‐
Irma Sint Maarten. But if we want to achieve our sustainable goals,
we must significantly change course.
We are changing course. One year into the recovery process has
shown that the good intentions displayed post‐Irma too often lack
the mandatory thoroughness and decisiveness that is required
to achieve results quickly. On all levels, bureaucracy, protocols,
and lack of experience and capacity were not helpful in quickly
repairing homes and schools and preventing unemployment. Also,
the government-owned harbor and airport have lost precious time
during the recovery process and experienced delays in coming
back on track. Since 10-10-10 our country has suffered under political
instability. Unfortunately, the devastation of the recent hurricanes
has caused further deterioration of our country’s well-being.
Although others might benefit from this chaos, we are adamant
to stop this trend and prevent further erosion and destabilization
of the social fabric. We will put our house in order. It is the ambition
of this government to provide stability and continuity to execute
the ambitious plans set out in our Government Program and this
Financial Recovery Plan.
Changing course means that the Government of Sint Maarten
must strongly remain in the lead in both the recovery and progress
efforts. We realize that in order to maintain our current level of
welfare we need the help and (technical) assistance of our Kingdom
partners, especially the Netherlands. In the volatile political climate
in Sint Maarten, my analysis of the current financial dependency
might easily be mistaken for submission. This is not the case. Our
partners carry a responsibility to thread swiftly and carefully given
the current climate in Sint Maarten. We will constantly remind them
that time is of the essence.
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Consequently, the Government of Sint Maarten must be able
to take charge, to take the lead, to have access to the necessary
finances, while being fully accountable and transparent. Speeding
up the decision-making process will be instrumental in boosting
the recovery and progress in a relatively short amount of time. I am
convinced that with the guidance of the Ministry of Finance, the
knowledge of our civil servants, and with experienced technical
assistance, we will accelerate our efforts and ensure progress in a
shorter time span. Under extraordinary circumstances we need to
act accordingly, and now is the time to act. Standing still is not an
option.
The presentation of this Financial Recovery Plan is the first step
to achieve sustainable results through action. The plan will be
presented to Parliament, to local stakeholders, and within the
Kingdom.
We are changing course. It is essential that we move forward,
mature, and find consensus quickly. Together with our partners
we will reach sustainable results. With this Financial Recovery Plan
we take ownership and give direction for the essential next step. I
am convinced and determined that we will come to an agreement
on our proposals in order for all of us to move forward, jointly and
diligently.

P.F.M. Geerlings
Minister of Finance of Sint Maarten
October 2018

1
1.1 BACKGROUND
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Introduction

In October 2010, after finalization of the restructuring of the
Netherlands Antilles (N.A.), Sint Maarten became a country
within the Dutch Kingdom. During this restructuring, an
agreement had been reached within the Kingdom that certain
debts of the N.A. would be taken over by the Kingdom and
the remaining debts of the N.A. would be divided among
the new Countries. At the same time, it was agreed that a
financial supervisory framework (by means of the Rijkswet
financieel toezicht (Rft) with a supervisory institution, College
financieel toezicht (Cft)) would be introduced to supervise the
public financial management of the new countries within the
Kingdom.
In the period starting after the restructuring consecutive
governments of Sint Maarten have not been able to execute
balanced budgets and consequently could not comply with
Rft guidelines. This led to a formal targeted instruction by
the ‘Rijksministerraad’ (Kingdom Council of Ministers, ‘RMR’)
in September 2015 in which the Government of Sint Maarten
was instructed to implement several measures to improve the
government’s  financial position. This meant solving outstanding
arrears towards the Algemeen Pensioenfonds Sint Maarten
(APS) (civil servants pension fund) and Uitvoeringsorgaan
Sociale- & Ziektekosten Verzekering (Social & Health Insurances,
SZV), eradicating accumulated arrears and restructuring/
reforming the pension and care arrangements for civil servants
to a financially sustainable level.
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This instruction led the Government of Sint Maarten to begin
improving our financial management, amongst others starting
to reduce these arrears and initiating the compensation of
earlier deficits within a timeframe of three years. It seemed that
Sint Maarten was well on its way to meet the objectives of the
targeted instruction as acknowledged in reports of the Cft.
In September 2017, Sint Maarten was struck by hurricanes Irma
and Maria with devastating effects. Estimates indicate that
almost 90% of the buildings were damaged and approximately
30% of the homes became uninhabitable. Furthermore, our
international airport was damaged gravely, and the harbor,
marinas, hotels, schools, hospital and electricity, water and
communication networks suffered substantial damages.  
After the hurricanes our government together with the World
Bank (WB) compiled a National Recovery and Resilience Plan
(NRRP) stating the accumulated efforts to rebuild and recover
after the hurricanes, including achieving enhanced resilience
through better preparedness against future disaster. The NRRP
indicates that approx. NAf. 4.2 billion is needed to rebuild our
nation. Part of these rebuilding efforts will be funded through a
Single Donor Trust Fund (TF) via the WB which the RMR set up
as per April 2018 for an amount of €470 million. We are extremely
grateful for the support of the Kingdom of the Netherlands,
including our sister countries in the Dutch Caribbean, for the
emergency assistance provided to us to counter and mitigate
the effects of this major disaster.
As the Government of Sint Maarten, looking at the steps
required to improve our financial position starting from 2010
and the long-lasting effects of the hurricanes’ damage, we have
to realistically realize that the efforts to rebuild and reconstruct
our country and economy will take considerable time. These
extraordinary circumstances have led and will continue to
lead to an enormous decrease in economic activity, especially
for our economy that is mainly dependent on tourism. This is
only partially replaced by the reconstruction and rehabilitation
activities which only partially compensates the large-scale
unemployment with all its related negative social and other
financial effects.
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Since rebuilding our nation needs to be first and foremost the
responsibility of Sint Maarten itself, our Governing Program
2018 – 2022, Building a Sustainable Sint Maarten, reflects the
enormous task at hand to rebuild our country and our economy,
next to operating in a normal day-to-day business of running
our government. In this Financial Recovery Plan (FRP), we
want to address the financial part of this task and address how,
when and with whom the necessary steps towards financial
resilience will be taken in our governing period from 2018 until
2022. These financial steps will form the basis for achieving all
other initiatives in the Governing Program.
The financial position of our government is very critical. This is
1.2 OUR CURRENT
FINANCIAL POSITION mainly due to the following facts:
Debts as per 10.10.10
A negative starting position of approx. NAf. 400 million, as:
oo Our debts were partially taken over by the Netherlands, we missed out on approx. between
NAf. 50 and NAf. 100 million;
oo From the remaining debts of the N.A. approx. NAf. 300 million was assigned to Sint Maarten.

Accumulated deficits
Up until mid-2017  estimated at NAf. 40 million (including unforeseen items). Due to:
oo a lack of proper public financial management; and
oo less than expected compliance of our citizens and companies in paying their dues and taxes.

Damages Hurricanes Irma and Maria (cat. 5+)
Related budget deficits are estimated at some NAf. 320 million until and including 2020.

Recovery and resilience efforts
Required totals approx. NAf. 4.2 billion (as documented in the NRRP).

Looking at the figures we need to acknowledge that the time
to take our financial recovery serious is now and that financial
rebuilding, recovery but also restructuring is urgently necessary.
Looking at the figures further, it is also clear that we will not be
able to handle this burden completely on our own and that a
combined effort together with our Kingdom and possibly other
international partners will be required.
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1.3 OUR VISION

We must take the first steps and primarily carry our own
responsibility by:
A.

Achieving balanced budgets by 2020 and realizing surpluses
starting from 2021 by implementing strict measures for
revenue increase and responsible cost control as well as
financial transparency and accountability (also extended to the
government-controlled entities and subsidized institutions);

B.

Financing part of our Governing Program initiatives (incl. the
NRRP) from our own (and borrowed) funds; and

C.

Improving our public financial management to general
accepted standards of transparency and accountability.
To achieve this will require courage of government to introduce
and effect change to how we did things in the past.
In addition to these steps we will also start negotiations with
the government of the Netherlands (the Netherlands) to
jointly find appropriate solutions to recover financially in these
extraordinary circumstances. Based on our calculations we
estimate that it would take Sint Maarten approx. 10 years to fully
recover financially adhering to the current codified financial
framework. Extraordinary circumstances require extraordinary
measures.
We will therefore need to agree with the Netherlands to
temporarily:

D.

Approve loans plus changes to the current financial framework
(application of Rft) whilst holding on to general accepted
principles of transparent reporting and accountability through
oversight;

E.

Grant us the necessary financial assistance for liquidity
support and for regular Capital account; and

F.

Lend us funds to jumpstart our economy and execute projects
by executing amongst other capital investment projects.
If we secure this temporary deviation from the normal “going
concern” rules due to extraordinary circumstances, we will
be able to recover within a shorter timeframe than currently
estimated.
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And last but certainly not least, we will also, to the extent
necessary and conducive with the help of our Kingdom
partners:
G.

G. Review the possibilities of financing the identified financial
gap for our recovery efforts through international/regional
bodies or development institutions again under the premise
of adherence to general accepted principles of transparent
reporting and accountability through oversight.
Even though we have a huge task at hand, we are convinced
that we will be able to achieve sustainable financial stability
for Sint Maarten, if we do what needs to be done within the
required timeframe, both on our own and together, within our
Kingdom.

1.2 STRUCTURE OF
THE DOCUMENT

It is with that purpose that this FRP is more than just a set of
figures but should be considered a (financial) translation of the
Governing Program 2018-20221, paying attention to the most
important financial bottlenecks both pre and post hurricanes.
It focuses on adequately and optimally exploring the human
and technical possibilities to improve the functioning of people,
systems, procedures and controls and to improve our collective
financial achievements for years to come. This FRP has the
following layout:
o

Chapter 2 Our financial vision, in depth; paying attention to
finding the financing necessary to execute the Governing
Program (incl. the NRRP) and realizing our limited possibilities
and maneuverability within our current financial framework;

o

Chapter 3 Financial sustainability; providing an overview of the
financial gap and how this gap will be bridged;

o

Chapter 4 Steps towards organizational optimization; providing
the steps on how to achieve the financial results;

o

Chapter 5 Other success factors; detailing the other relevant
conditions for success and their requirements;

o

Chapter 6 Closing the remaining financing gap; and

o

Chapter 7 In Closing, defining the next steps.

1

Which also includes and reflects the initiatives as stated in the NRRP.
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INTRODUCTION
Our goals are ambitious but attainable and will therefore require
from us not only to work hard but mainly to work together on
a national, regional, international and Kingdom level. We will
discuss the whole financial framework presented in this FRP
in the near future in a mini-conference with all relevant parties,
with the aim to result in workable solutions for all of us.

“

“

Coming together is a beginning.
Keeping together is progress.
Working together is success.
Henry Ford

2
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Our financial
vision, in depth

In this and the following chapters several references are made
to certain Rft articles, as our financial possibilities are framed by
this Kingdom law. These references are required to understand
the approach needed to solve the financial issues we are
presently facing2. The relevant Rft articles are explained in the
Glossary.

2.1 OUR STEPS AND
REQUESTS

2018 - 2019

Restructuring and
recovering

Our vision can be broken down as follows:
OUR OBJECTIVES

2020

Reaching a balanced
budget

from 2021
compensating past
budget deficits with
budget surpluses (incl.
the accompanying
liquidity surpluses) with
a target of at least 3% of
GDP

2 Amongst other budget deficits which must be compensated in the nearby
future, the liquidity support (in the form of grants) needed because of these deficits.
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To secure a budget surplus as of 2021 of 3 percent of GDP, we
intend to draft a budget law amendment (for instance the
national accountability ordinance) that will require the surplus
condition.
Taking into consideration Rft art. 15 and 18, we can indicate that
the liquidity surpluses from these future budget surpluses will
be applied as follows:
1.

40%: to partially redeem loans;

2.

40%: to solve the remaining payment arrears especially towards
SZV, APS and other creditors3; and

3.

20%: to form a liquidity buffer for first response in times of
possible future disasters (as suggested by the IMF report of May
2018).
Further reference and a detailed breakdown of these projected
figures is included in Chapter 3.
For us  to reach the abovementioned goals it is  our responsibility
to:
TAKE THE FOLLOWING STEPS TO:

A. Achieve a balanced budget
oo implement strict measures for revenue increase and cost control (Chapter 3 (§3.2) and 4)
oo take several steps concerning Government controlled entities and Subsidized institutions
(Chapter 5)

B. Finance part of Governing Program
4
oo through the Capital Account				
annually NAf. 70 million   for
7 years (NAf.490 million) (Chapter 3

(§3.3.2))

oo request approval from RMR for these loans based on art. 16 Rft (see also point D below)
(Chapter 3 (§3.3.3))

C. Improve our public financial management
oo Improve our budget cycle and management of assets & liabilities (Chapter 3 (§3.2.1))
oo achieve transparent, reliable and accountabilitable public finances (Chapter 4 (§4.2))

3 Once the payment arrears are completely redeemed the available liquidity surpluses
will be used for redemption of loans.
4

The 70 million is average 4 percent of GDP.
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which will also require us aiming at our combined responsibility
by:
AGREEING WITH THE NETHERLANDS ON EXTRAORDINARY
MEASURES FOR THESE EXTRAORDINARY CIRCUMSTANCES,
BEING:

oo loans of total NAf. 70 million annually for 7 years via the Capital account to execute part of the
Governing Program. (§3.3.2)

oo extra liquidity support of Naf. 20 million in 2019 to redeem long outstanding creditors
oo certain changes in the current financial framework to assist us in restructuring our financial
position. (§3.3.3)

E. Approve grants:
oo urgent liquidity support of approx. NAf. 172 million from mid 2018-2020. (§3.3.1)
							 5
oo financing Capital account for
max. NAf. 30 million annually for 7 years in grants . (§3.3.2)
F. Support for additional loans:
oo for kick starting our Economic Recovery in 2019 6 with a loan of at least NAf. 250 million to
oo

help the society, business community and government owned companies with rebuilding the
economy (§3.3.2).
Support in seeking financial assistance for bridging the gap in the Governing Program (incl.
NRRP) of approx. NAf. 1,7 billion. (§3.3.4 and G)

Refer to Chapter 3, §3.2 and §3.3 for a description of these steps/
requests.
The financial effects of the proposed combined steps (B and C)
can be summarized as follows (Table 1).

5

Suggested in IMF report of May 2018.

6 Since 2018 Government of Sint Maarten is in talks with different stakeholders
amongst other The Netherlands, Cft, World Bank and Central Bank of Curaçao and
Sint Maarten (CBCS). But so far, no substantial progress has been made. The urgency
is high, and all party do agree that a form of support is required to kick start the
economy.
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Table 1 Government of Sint Maarten (in million NAf.)
ESTIMATED EFFECTS

2017

2018

2019

2020

2021

2022

-72

-144

-88

-16

48

65

BUDGET RESULT

2023 2024 2025
70

70

75

2026 2027 TOTALS
80

85

173

COMPENSATE DEFICITS
Budget deficits from the past -40
Budget deficits related to Irma -72

-40
-144

-88

-16

Compensation from budget
surpluses
Cumulative

-112

Depreciation
Liquidity support needed

-72

-256

-344

-360

15

14

14

-129

-74

-2

96

74

2

30

30

-320
48

65

70

70

75

32

-312

-247

-177

-107

-32

0

360
0

0

GRANTS
Liquidity support as a grant
from Trust Fund (E1)
Capital account as a grant
from the Netherlands (E2)
1. LOANS
Liquidity support as a loan (E1)

522

594

681

72

33

20

Regular capital account as a
loan (incl. gov. prog. projects)

172
30

30

30

30

30

1,015 1,079

1,130

1,174

1,216

1,258

20
70

Other loans (F)

1,226

70

70

70

70

70

20

70

-1

-6

522

95
490

250

Current liabilities regular
redemption

250
-6

Allocation of 40% out of
budget surplus for redemption

-13
-19

-26

-28

-28

Extra redemption from
remaining liquidity surplus
Cumulative loans

1,270

125

55

Loans for NRRP capital
account (D)

210

-30

-32

-34

-197

-28

-32

-34

-94
-1,178

594

681

1,015

1,079

1,130

1,174

1,216

1,258

1,270

1,226

1,178

Estimated GDP

1,855

1,712

1,755

1,781 1,808

1,835

1,862

1,890

1,919 1,948

1,977

in % of GDP

32.0

39.8

57.8

60.6

62.5

64.0

65.3

66.5

66.2

62.9

59.6

2. PAYMENT ARREARS

215

159

115

97

99

82

57

30

2

0

0

New arrears

24

6

2

2

2

1

1

-80

-50

-20
-19

-26

-28

-28

-2

82

57

30

2

0

0

0

10

13

14

14

15

16

17

99

10

23

37

51

66

82

99

99

Regular redemption
Redemption 40% of budget
surplus
Cumulative

159

115

97

99

-103

3. BUILDING A LIQUIDITY
BUFFER
20% of budget surplus
Cumulative

0

0

0

0
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2.2 OUR FURTHER
STEPS

AND FINALLY, WE WILL:
(reference is made to §3.3.4 Chapter 6)

G. Decide on taking the necessary additional steps
If during the realization of the abovementioned steps, we conclude that these do not solve all
bottlenecks in the required time frame, we must, along the way, take the necessary additional
steps. Both in optimization of our income and expenses and in obtaining the remaining funds for
the urgent repair of our economy, amongst others for the required funding for the remaining gap
of the Governing Program (incl. NRRP) by way of (international/ regional) loans or grants.

Nonetheless as Table 1 reflects, most of our financial issues will
be solved by end 2026 by taking all steps as stated in paragraphs
B and C. All deficits will be compensated, the payment arrears
are solved, and our debts start to decrease. We do understand
that it will take time to build up the trust we need. For now, all
we can ask for is cooperation and decision-making. The rest is
primarily up to us.

18
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OUR VISION, IN DEPTH

3.1 ACHIEVING
BUDGET
SURPLUSSES

Achieving
financial
sustainability

$

The forecasted budgets for 2019 up until 2022 provide the
following overview:
Table 2 Forecasted budgets 2018-2022 (in million NAf.)
2018 AFTER BUDGET
AMENDMENT #2

2019

2020

2021

2022

350,981,498

350,981,498

413,595,881

485,116,910

540,493,341

52,114,383

46,021,079

29,876,431

13,883,173

403,095,881

459,616,910

514,993,341

554,376,514

Add: increased compliance restructuring Tax Office

7,500,000

20,000,000

22,500,000

0

Add: project Income Increasing Measures

3,000,000

3,000,000

3,000,000

0

2,500,000

0

0

INCOME, BASIS
Add: increase based on economy recovery
SUB-TOTAL

350,981,498

Add: Revision tax system
TOTAL INCOME FISCAL YEAR

350,981,498

413,595,881

485,116,910

540,493,341

554,376,514

EXPENSES, BASIS

493,048,438

495,048,438

502,016,134

501,506,053

491,998,523

10,167,696

5,020,161

5,015,061

4,919,985

-7,530,242

-7,522,591

-7,379,978

505,216,134

499,506,053

498,998,523

489,538,530

Less: results cost-cutting measures

-2,500,000

0

0

0

Less: result lowering pension premiums

-8,700,000

0

0

0

2,000,000

1,000,000

-5,000,000

0

Add: increase Health Insurance Civil Servants
related to increase in tariffs SMMC

2,500,000

0

0

0

Add: Extra costs for services external Audit Team
Tax Office

1,000,000

1,000,000

0

0

Add: Extra costs for Tax Office (personnel)

0

2,000,000

0

0

Add: Results ‘achieve more with less’ project

0

-2,000,000

-2,000,000

0

2,500,000

0

0

0

Inflation and other changes compared to prev. year
Cost-cutting measures (1,5% of basis from 2020)
SUB-TOTAL

Less: costs for ‘pool’ external experts

493,048,438

2,000,000

Add: Extra costs Justice
TOTAL EXPENSES

495,048,438

502,016,134

501,506,053

491,998,523

489,538,530

BUDGET SURPLUS/(DEFICIT)

-144,066,940

-88,420,253

-16,389,143

48,494,818

64,837,984
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The abovementioned figures are prepared based on
the trends that became visible in the first half year of
2018 and the implementation of the proposed steps as
described in the following paragraphs and chapters. These
numbers therefore contain uncertainties, for instance the
assumption of continuance of these trendlines, which are
a long-term projection with unknown factors like seasonal
effects in the second half year of 2018. These projections
will be updated periodically, based on realized figures and
adjusted circumstances. For a more extensive risk analysis
we refer to annex A.

3.2 OUR
RESPONSIBILITY

Achieving

an

improved

and

sustainable

financial

management and financial outlook of Sint Maarten we
need to take decisive actions. These actions are not limitative
to the below mentioned steps and include the remaining
points mentioned in the instruction of September 20157.
THE STEPS
Achieving a balanced government budget including
solving the deficits and payment arrears will take approx. 9
years in which the focus will be on:
I.

increasing tax income especially through enhanced
compliance as the main government revenue;

II.

improving efficiency by taking the necessary income
generating and cost cutting measures;

III. agreeing on applicable budget norms (ex Rft) with the
Netherlands, considering the accumulated debts and
current financial situation and the turn around that is
required;
IV. eradicating debts towards APS, SZV and other creditors;
V.

finalizing the Annual accounts of the period 2013-2017;

VI. improving other aspects of public financial management;
and
VII. taking organizational measures to increase the efficiency
of our governmental departments (achieving more with
less) which have been described in Chapter 4.

7 These points are: basic health care, increase of the pension age for civil servants
and citizens and payment arrears.
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We are convinced that the implementation of the measures in
the following sub paragraphs 3.2.1 I – VII) and chapter 4 will form
an integrated solution towards our main financial concerns
and will assist us in building a buffer8 for possible future natural
disasters.
THE NUMBERS

3.2.1 ACHIEVING A
BALANCED GOVERNMENT
BUDGET

In aiming for balanced government budgets, the following
accumulated budget deficits need to be considered:

Table 3 (in million NAf.)
#

DESCRIPTION

AMOUNTS

1

40

2

72

3

144

4

88

5

16
360

In the following paragraphs our steps towards achieving a
balanced budget are outlined.
I. INCREASING TAX INCOME
Our tax income is influenced by internal factors (our Tax
Administration) as by external factors (tax awareness and tax
compliance). For the steps that will be taken concerning the
internal factors, refer to Chapter 4. With regards to the external
factors, we can conclude that our tax income in the last years
before the hurricanes was approximately 19.2% of GDP9, one of
the lower percentages in the Caribbean. All income excluding
dividends, concession fees and extraordinary items resulted in
an income of 23.2% of GDP pre-Irma as Table 4 shows.
This percentage needs to grow with at least 3.0 – 3.5% of GDP in
the coming years. We will raise income by:

8 At least to assist in first response (a national disaster fund/calamity fund) or, still to be
investigated, become part of the effort to create a kind of collective Kingdom insurance for
natural disasters. Furthermore, Sint Maarten has taken out a calamity insurance policy at
the CCRIF.
9

According to the provisionary annual accounts.

$
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Table 4 Sint Maarten budget: income (in thousand NAf.)
EXPECTED in % FROM
2016
TOTAL
GDP estimated at

EXPECTED
2017

IN % FROM
TOTAL

2018 AFTER
BUDGET IN % FROM
AMENDMENT #2
TOTAL

1,904,400

1,854,900

1,712,000

355,925

320,255

277,870

Fuel excise

10,121

6,242

9,699

SUB-TOTAL

366,046

TAX
Tax income regular taxes

IN % OF GDP

77.9

326,497

78.2

287,569

17.6

19.2

81.9
16.8

FEES AND OTHERS
Residence permits

3,200

2,702

2,564

Labour permits

2,267

1,983

2,286

Economical permits and fees

6,784

7,778

8,132

Building permits

15

800

2,162

License fee CBCS

24,216

23,538

23,271

Long lease

5,804

3,317

4,321

Casino and lottery fees

6,807

8,565

6,000

Other income

26,615

26,346

9,418

SUB-TOTAL

75,708

16.1

75,029

18.0

58,154

16.6

441,754

23.2

401,526

21.6

345,723

20.2

SUB-TOTAL TAXES, FEES
AND OTHERS IN % OF GDP
PARTICIPATION AND
GOVERNMENT OWNED
COMPANIES
Concession income

8,550

6,593

5,258

Dividends, Participations &
CBCS

1,700

9,478

-

Positive results water
company

17,700

-

-

SUB-TOTAL

27,950

6.0

16,071

3.8

5,258

1.5

469,704

100

417,597

100

350,981

100

TOTAL INCOME
TOTAL IN % OF GDP

24.7

o

22.5

20.5

creating higher tax awareness in combination with actions to
raise compliance. The Foundation Audit Team Sint Maarten
(ATS)10,  which is assisting SZV in increasing compliance levels
of their premiums collection, recently estimated that the Tax
Administration could have increased their tax collection with
NAf. 200 million in the last 4 years if the same SZV compliance
levels would have been reached; and

10

The recently founded institute for tax and social security audits and related activities.
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o

implementing tax reforms. The Department of Fiscal Affairs
is finalizing urgent legislation to comply with International
standards and to introduce tax incentives to stimulate the
economy after the passing of hurricanes Irma and Maria.
The preparation of a total and integrated tax reform started
years ago but never came to final conclusions, decision making
and implementation. These tax reforms aim at simplifying the
laws, broadening the tax-base and lowering the rates where
possible, including the global move from direct to indirect
taxes.
The introduction of tax incentives is scheduled to be completed
within short, after which the department will continue with the
tax reform project. Because of the complexity of these changes,
we will carefully plan and implement these reforms slowly but
surely and after due and careful preparation and financial
modelling to ensure our tax income base will not deteriorate
as result of the implementation. Detailed information about
these plans will be provided when the preparation is finalized,
duly modeled and projected, and approved. The expected
simplification will improve both auditability and compliance.
If necessary or deemed of added value, we will ask technical
assistance from other (international) parties as well.
Once completed the initiative will be presented to the Council
of Ministers for handling. Once approved the proposed laws will
be submitted to the different stakeholders for review and finally
be submitted to Parliament. We expect the tax reform project
to actively restart as per October 2018 and finish the first phase
with implementations in the beginning of 2020.

In raising tax income to a level of 23% of GDP, the tax income
for 2016 would have been NAf. 438 million, a difference of
almost NAf. 72 million compared to current figures for 2016. For
comparative purposes: the total tax income in Curaçao is 24% of
GDP. With these kinds of yearly extra incomes, a sound solution
for a sustainable financial future for the country is within reach.
We want to point out that a restructuring plan for an overall
integration and holistic approach of the current Tax Inspectorate,
the Receiver Office and Audit Investigation Department in the
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new Tax Administration will be compiled which will enable
the abovementioned, including the necessary new IT systems,
eliminating back logs and intensive controls on compliance
issues. This project will start in 2018. For further details refer to
Chapter 4, §4.1.
II. IMPROVING EFFICIENCY
These measures will consist of income generating and cost
cutting measures, amongst others:
o

We started a broad-based government project to review and
draft the implementation plans of the cost cutting measures
and to introduce income generating measures. The project
will be executed by a work group consisting of members
from General Affairs and Finance and supported by Stichting
Overheidsaccountants Bureau (SOAB). In addition, each
ministry has appointed two members, of which one is the
financial controller to submit ideas and give input to the work
group on how they can at a minimum reduce cost with 1.5
percent of their prior budget. Part of the project is to analyze
all the costs budgeted per ministry on which measures can
be taken to make each ministry as cost-efficient as possible
without hampering its functioning and considering possible
effects of a measure on other ministries. Identified measures
must be agreed upon with the minister of that specific ministry
before the decision making in the Council of Ministers;

o

For the pension arrangements, an agreement was reached with
the labor union of civil servants to modernize the arrangement
by raising the pension age to 65 years. This is also the intention
for the AOV pension. In doing so, the premium, officially set at
25% of income will be lowered to 18%. We will do our utmost to
implement the adapted law by January 1, 2019, which will lead
to a decrease in these expenses of approx. NAf. 8,7 million for
2019.

o

The sustainable future of care (health insurances amongst
them) will take some more time, as our government is
currently busy with the realization of the new Hospital and
the further development of a general health insurance for
the whole population (basic health care package)). We still
envisage however implementation of a financially sustainable
arrangement by the year 2020.
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o

A   temporarily

voluntary

pay

cut

by

ministers

and

parliamentarians of 10% per month is incorporated in the
budget amendment 2018 as per Q4 2018 and budget 2019. In
the near future this rule will also be introduced for secretariesgeneral, department heads and directors of the cabinets of the
ministers.
No large financial results can be expected for the rest of 2018
(Q4) from the cost cutting project as this has just started, and
it takes time to adequately prepare and select the possibilities,
work them out in detail and implement them. A second
budget amendment 2018 has just been approved by the
Council of Ministers and submitted on September 30th, 2018
for advice and review by the Council of Advice and Cft. Once
the comments have been addressed in a Nader rapport and
approved by the Council of Ministers it will be submitted to
Parliament for handling and final approval. A similar process
counts for budget 2019 which has been approved by the
Council of Ministers on October 4th, 2018. Therefore, feasible
cost cutting measures will be implemented in budget 2019 via
a budget amendment as is the case with potential additional
income generating measures.
We want to emphasize that not all measures taken to improve
our efficiency will lead to cost savings. One example: the
personnel costs of Sint Maarten are below the original 2018
budget because we have not been able to fill a lot of vacancies
within the government apparatus. However, we need the
right people in place to perform the tasks and achieve the
outlined objectives. We believe that the project to optimize
the governmental organization (refer to Chapter 4) should also
mark the moment to look further into our required formation
and the approach towards vacancies. In the meantime, we will
budget for and work with a ‘pool’ of external professionals when
and wherever needed to achieve the initiatives outlined.
III. AGREEING ON APPLICABLE BUDGET NORMS
Regarding the budget we also aim at achieving the following:
o

discuss with the Cft and agree with the Netherlands on
application of art. 25 Rft which provides the basis for an exception
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on certain Rft norms11 in case of extraordinary circumstances,
amongst which natural disasters. As this article is not closely
redacted or bound to a certain year and considering the very
exceptional circumstances, the ‘no deficits’ exemption may
need to be applied for the period up to and including 2020; and
o

discuss with the Cft and agree with the Netherlands if permitted
budget deficits need to be compensated with budget surpluses
in accordance with art. 18 Rft (refer to Table 1 and 2).
IV. ERADICATING DEBTS TOWARDS APS, SZV AND OTHER
CREDITORS
APS: The payment arrears of APS amounted to NAf. 43 million
as per June 30, 2018. It should be noted that NAf. 20 million
is reserved on a dedicated account at CBCS to be paid in
the last quarter of 2018 to APS. Therefore by the end of 2018
the outstanding balance will be NAf. 23 million. This balance
includes a disputable amount of NAf. 20 million12 due to a
miscalculation made by APS regarding the pension premiums
in earlier years with a negative impact for the government.
SZV: In the beginning of 2017 the new government building
was transferred to SZV as partial payment for amounts due. The
remaining payment arrears amounted to NAf. 57.6 million as per
June 30, 2018. This includes arrears for the sickness insurances
for the period 2012 -2017 of approx. NAf. 26 million. Per October
2018 an additional claim of NAf. 4,4 million has been identified
by SZV. A deadline has been set by government to agree upon
the outstanding amount for the end of October. An amount of
NAf. 7.4 million is expected to be paid in the last quarter of 2018.
Taking this into account the total will be NAf. 54,6 million13 at
the end of 2018.
Other creditors: Next to these two debts there are also some
other creditors. By the end of 2018 we expect a total amount of
NAf. 37 million.

11

especially art. 15 and maybe also art. 16 and 18

12 The exact amount of this claim still needs to be substantiated and agreed upon
between all parties involved.
13 The exact amount of this claim still needs to be substantiated and agreed upon
between all parties involved.
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Repayment will take place by using:
o

Part of the liquidity support for 2017 which was earmarked for
these arrears.

o

For 2019 a liquidity loan for the amount of NAf. 20 million will be
requested to pay part of the long outstanding arrears.

o

From 2021 a surplus is expected of which 40% will be used to
solve the remaining payment arrears (§2.1).
V. FINALIZING THE ANNUAL ACCOUNTS FOR THE PERIOD
2013 - 2017
The Annual Accounts for 2013 and 2014 have been submitted
to Parliament and are scheduled to be handled in Parliament
on October 25th, 2018. The audit of the Annual Accounts 2015 is
finalized, and legal preparations are being made to present this
to Parliament before end of 2018 and the Annual Accounts 2016
are currently being audited by SOAB followed by the General
Audit Chamber. In the planning, the Annual Accounts of 2016
and 2017 as the last one of the backlogs should be finalized
by mid-2019. From next year Annual Account 2018 will be
completed according to the deadline as stipulated in the law.
VI. IMPROVING OTHER ASPECTS OF PUBLIC FINANCIAL
MANAGEMENT
This will entail, besides the aforementioned items in §I until §V:

o

Improving the Budget & Financial reporting cycle;

o

Meeting

legal

requirements

for

the

audited

Financial

Statements & Annual Report;
o

Introducing an improved Financial Administration System
(ERP);

o

Enhancing our Financial Management processes (reporting &
other aspects e.g. Internal Audit Department); and

o

Optimizing the internal organization of the Ministry of Finance
and financial management within other ministries (procedures
& HR).
For all these items our ministry together with SOAB will compile
an overall plan of approach which will be finalized by the end
of October 2018.
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3.2.2 FINANCE PART OF

The execution of certain parts of our governing program must

THE EXECUTION OF THE

be arranged for in our annual budgets for the coming years.

GOVERNING PROGRAM

In this process we will have to decide upon the possible use
of the governments capital budget14 for getting funding
available for NRRP projects (each year until and including
2025 up to an amount of NAf. 70 million annually). Some of
the more important governmental initiatives are already
considered in this roadmap like implementing a more efficient
organization across government, achieving more with less,
becoming financially sustainable, etc. Part of the initiatives will
be considered in the prioritization within the execution of the
NRRP via the Trust Fund.

3.3 OUR COMBINED
RESPONSIBILITY

As stated earlier, we are convinced that the critical financial
situation of Sint Maarten can improve at a higher pace15, if
the Netherlands and maybe other international bodies or
development institutions would be prepared to support our
ambition by raising their (financial) commitments towards Sint
Maarten. In this paragraph we have detailed a combination of
solutions on which we aim to achieve agreements within the
Kingdom to solve the complex financial puzzle to a greater
extent than currently visible!

3.3.1 BRIDGING THE

The hurricanes had and will continue to have huge negative

LIQUIDITY SHORTAGES

effects on our government budgets, as our revenues have

AND THEIR REDEMPTION

decreased, and our government expenses have exponentially
increased in the areas of social security payments, cleaning
efforts, etc. This resulted in a 2017 budget deficit and will result
in the forecasted 2018 and 2019 budgets deficits. These deficits
directly impact the liquidity and result in liquidity shortages for
which assistance was and will be asked from the Netherlands.
According to projections of both IMF and WB and in the opinion
of Cft approx. NAf. 450 million (US$ 250 million) might be
needed in liquidity support up to and including 2020. However,
the latest figures indicate that a lower amount in liquidity
support is needed.
After Irma we received liquidity support in the form of loans for
an amount of approx. NAf. 105 million (NAf. 72 million for 2017
and NAf. 33 million for 1st tranche 2018). In addition, thereto
14 Ministry of Finance and Cft have recently agreed to jointly work on the
elucidation of the capital account.
15 Than the expected 10 years if only the current strict rules are being complied
with despite the extraordinary circumstances.
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for 2019 a liquidity loan for NAf. 20 million to redeem part of
the long outstanding payment arrears if necessary. The total
liquidity support as a loan will therefore be NAf. 125 million.
For the remaining deficits from 2018 up to 2020 the expected
liquidity need is NAf. 172 million. Sint Maarten opts to receive
this support as a grant from the Trust Fund. Regarding the
liquidity support we want to achieve the following:
Funding
oo In the form of TF grants as from the 2nd tranche, instead of loans, because this will not
oo

influence the lending capacity
These TF amounts will be made available for NRRP via future budget surpluses

Repayment
oo Agree on a realistic multi- annual repayment schedule for the (liquidity support) loans.
3.3.2 FINANCING THE

We are convinced that Sint Maarten can realistically handle16

CAPITAL ACCOUNT

approx. NAf. 250- 350 million annually in reconstruction
efforts (approx. 20% of current estimated GDP) as stated in
the governing program. When deciding on these projects we
must amongst other consider the available capacity to execute
these projects and making sure we fulfill the different needs of
the Country. The following amounts are being considered as
required:
16 Under the right conditions without compromising local resources or the
infrastructure available when using also a well-coordinated temporary workforce
from abroad.

Approval of loans of NAf. 70 million anually for 7 years (490 million)
Required for funding of several projects (from 2019). These loans are included in the debt quote
development in Table 1.

Approval of grants of NAf. 30 million annually for 7 years
As suggested in the IMF report of May 2018 part of the Capital account funding should take place
via grants in stead of loans. This NAf. 30 million annually would mean an extra contribution from
the Netherlands, starting from 2019.

Approval of an urgent loan of NAf. 250 million in 2019
We will discuss with the Netherlands to allow us a loan of NAf. 250 million asap to stimulate the
economic revival of Sint Maarten, and by that, also stimulating government income.
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3.3.3 CHANGES IN CURRENT

Currently we face serious difficulties in our ability to attract

FINANCIAL FRAMEWORK

loans for our recovery efforts. Foreseeable is a national debt
of NAf. 1.0 billion in 2019 (Table 1) because of already existing
debts, the loans taken for the revival of the economy and the
loans we receive for liquidity support from the Netherlands. An
adequate financial framework is of the essence for our recovery
and therefore we will:
a.

As stated in §3.2.1 III, discuss with the Netherlands the
interpretation and application of articles 15, 16, 18 and 25 Rft
in extraordinary circumstances and consider a deviation from
“going concern” standards for a temporary period is a conditio
sine qua non for our recovery.

b.

Explain our point of view regarding our national debt with the
Netherlands.   Cft recommends that our national debt should
in a specific year normally i.e. under ordinary circumstances
not exceed 40% of GDP. This norm is not codified in the
Rft or in any other applicable laws. Although there are no
legal norms that regulate the debt quote17 we believe, as a
responsible government, that our national debt should stay
within manageable proportions. Considering the extraordinary
circumstances however, we conclude that our national debt will
for a certain period of time increase over this recommended
40% GDP norm.
The expected debt by the end of 2018 is currently projected
to reach 39.8% of estimated GDP. In our forecast (Table 1), the
debt quote will rise in 2019 to 57.8% of current estimates GDP,
including the loans of NAf. 20 million to redeem payment
arrears and and NAf. 250 million for boosting the economy and
is expected by 2024 to reach the maximum of 66.5% of currently
projected GDP. This covers a total national debt of max. NAf. 1.3
billion by 2025 based on current projections.
From 2026 the debt/GDP ratio will decline with an average of
3% each year. The decrease is because of the combination of
expected GDP growth and debt repayments.

c.

Also discuss with the Netherlands and come to an agreement
on the outcome of the pending evaluation of the Rft, which
evaluation is planned to occur in the 4th quarter of 2018.

17

National debt in comparison with our GDP.
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3.3.4 BRIDGING THE

Our recovery funding needs are estimated at the following:

REMAINING GAP
Table 5 (in million NAf)
DESCRIPTION

AMOUNTS

Total need (NRRP) (US$ 2.3 billion)

4,200

Funding through
Trust Fund Funding (US$ 580 million)

1,038

Insurance proceeds (between US$ 320 - US$ 430 million)

670

Our loans (through the Capital account, §3.3.2)

490

Requested additional urgent loan (§3.3.2)

250

Total amount in funding

2,448

Total amount still to be funded (the Gap)

1,752

We believe that part of this gap will be financed by private
investments (larger hotels arranged financing to rebuild or
even construct new accommodations themselves and some
smaller private businesses will probably invest their own savings
or will attract the extra financing needed from banks) as well as
foreign direct investment. We must however keep focused on
finding additional financing possibilities within our financial
framework.  
Therefore, our aim is to also reach agreements with the
Netherlands

on

assisting

us

with

attracting

national,

international and regional financing/aid (grants), primarily
from the Netherlands and secondarily from the regional and
international community. We count on executive sponsorship
from the Dutch Government in assisting us and connecting
us to these parties and achieving flexible arrangements.
The European Union, United Nations, International/regional
development banks or institutions all will be approached on
this matter.

4
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Steps towards
organizational
optimization
To improve the functioning of the governmental organization
we have identified these 4 pillars:

Organizational Optimization

4.1. Restructuring
Tax administration*

4.2 Improving
public financial
management

4.3 Modernizing
Government

4.4 Implementing
technical
assistance

* Compliance with international regulations, Internal restructuring and Integration in Audit Team

4.1 RESTRUCTURING OF TAX
4.1.1 COMPLIANCE

In 2018 we continued implementation of the framework

WITH INTERNATIONAL

(including legislation) for the Common Reporting Standards18,

REGULATIONS

to fulfill our obligations towards our international partners.
Implementation of the CRS software is pending approval
legislation in parliament and is planned for end 2018, finalizing
the project in 2019. This project was halted after the hurricanes,
but we need to fulfill our OECD obligations as soon as possible.
Total project costs are estimated at NAf. 2 million.
18

As prescribed by the OECD.
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4.1.2 TAX ADMINISTRATION

The Tax Administration of Sint Maarten consisting of, amongst
others, the Tax Inspectorate, the Receiver Office and the Audit
& Investigation Department, is an organization that deserves
proper attention and modernization to play its vital role in
generating sufficient income for the government budgets
in the nearby future. This will be done through integration
of the three aforementioned departments in the new Tax
Administration.
If we look at the current Tax Administration, there is a long way
to go. Extensive assessments/research in the past couple of
years and a recent assessment by the Belastingdienst/Caribisch
Nederland19 have identified the following focus areas:

19

Rapportage Quick Scan Belastingdienst Sint Maarten, Augustus 2018.

The IT-systems
The IT-systems, dating back to the former N.A., are not integrated, are completely outdated,
are not maintained properly and are a severe risk for the primary processes of the organization
and thus for our income generation capacity. The process of looking into new IT-systems for
the Tax administration started years ago. The bidding committee has finalized the selection
process and the Minister of Finance now needs to submit the advice for handling in the Council
of Ministers. This project will take 2 to 3 years to be completed; the results however, especially
related to compliance improvements will be visible during the first phases of the project as per our
expectation.

Tax compliance
Tax compliance is a main concern on Sint Maarten, like in many other smaller jurisdictions. With
tax income standing at roughly 19.2% of GDP, Sint Maarten dramatically underperforms. One of
the reasons is that in the past not enough effort was undertaken to communicate clearly with
citizens and businesses on the goals of tax compliance. Improvement of public services (e.g. user
friendliness and e-filling) and enforcement will result in substantial enhancement of (voluntary)
compliance.

Completeness and correctness
Completeness and acuracy of the available basic data of individuals and businesses. This project
will be executed in cooperation with other parties like the Chamber of Commerce, SZV, ATS, SBAB,
all the ministries involved in submitting permits and licenses, Civil Registry and service providers
like TelEm and GEBE and with teams of inspectors.

The backlogs
The backlogs in processing tax assessments and appeals against tax assessments and in
executing tax audits. All backlogs will be handled in the early stages of the restructuring of the Tax
Administration with assistance from The Netherlands, Caribisch Nederland, SOAB and ATS.
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The staffing/management
The staffing/management of the Tax Administration both in quantity as in the required quality
needs to improve. There is a low service level because of a.o. backlogs, long waiting lines, the lack
of online services. The understaffing will be solved on short term through technical assitance from
the Dutch Tax Administration while simultaneously training new staff through capacity building.

The housing
The housing of the Tax Inspectorate and the Receiver Office is in different buildings some miles apart
of each other. This negatively influences the service and compliance, as current IT-systems are not
integrated. The goal is to have one central building that houses the entire Tax Administration staff.

Earlier reports, deficiencies and complaints were summarized
by former Prime Minister of the Netherlands Antilles, Mr.
Etienne Ys, in a report in 201620, in which a detailed proposal
was made for a complete turnaround of the Tax administration
within a period of 3,5 years with projected investments of
approximately some NAf. 50 million including temporary
personnel, organizational change, the complete renewal of
ICT, process changes, compliance project and an integrated
housing solution.
If decision making processes are finalized as expected, the start
of the first phase (0) of the project, is planned to start November
2018. As the earlier approved amount from the capital account
for this project has been used as part of the liquidity support
2017, we will acquire financing for this project as an adaption to
the capital account of the budget 2018 (§3.3.2). Furthermore, we
collaborate with the Tax Administrations of Caribisch Nederland
and Curaçao. The decision making and a further detailing of a
complete plan of approach for this turnaround is expected in
the last quarter of 2018.
4.1.3 COLLABORATION WITH In 2015, the Tax Administration and SZV discussed a combined
AUDIT TEAM SINT MAARTEN effort involving SBAB/ATS to start auditing the vital registrations
AND SZV

of taxpayers and adjust these by visiting all regions of Sint
Maarten and gathering the correct information. Due to the
change in government in 2015 this process was discontinued
for the Tax Administration, but SZV and ATS continued and
booked remarkable results in increasing the receipts from
social premiums, as can be seen in Table 7.
20

The road to a Smart State of the Art Tax Administration, Etienne Ys, June 2018.
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Table 7: Total receipts social premiums 2014-2017 (in NAf).
Source: Foundation Audit Team Sint Maarten.

RECEIPTS (x 1,000,000)
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The drop in 2017 compared to 2016 is due to the effect of
hurricanes Irma and Maria. Remarkable is that the ZV/OV
premiums collected in the first half year of 2018 (including the
hurricanes’ effects on the economy) grew with 6.37% compared
to the first half of 2014, while for instance collected turn over
tax (BBO) is almost 26.8% lower in the same period. ATS gave
a presentation recently and estimated that if comparable SZV
results would have been reached at the Tax administration in
terms of growth in income between 2014 and 2017, government
tax income could have been approx. NAf. 200 million higher in
comparison with these years.
We are presently discussing with SZV the joint efforts of ATS.
Examples of this eventual collaboration are:
o

Performing tax-, premiums- and other kinds of audits with
respect to compliance aspects;

o

Maximize income for SZV and the government; and

o

Assist organizations involved with the handling of possible
backlogs etc.
We will also discuss with SZV other cooperation possibilities and
hope to finalize these discussions within a couple of months for
a phased implementation to start in 2019.
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4.2 IMPROVEMENT
OF PUBLIC
FINANCIAL
MANAGEMENT

Our public financial management needs serious improvement.
There is a lot of criticism, amongst others from SOAB, General
Audit Chamber (GAC) and Cft on the deterioration of our public
financial management. This has been caused by amongst
others:
o

experienced civil servants leaving service and the inexperience,
shortage and improper management of our civil servants,

o

years of improper functioning of our IT systems and the overall
lack of IT support,

o

a lack of defined and established policies, regulations and
procedures, and

o

a lack in discipline to comply with rules and regulations plus a
lack of control and audit awareness (resulting in consecutive
audit opinions of disapproval).
We must improve this situation as soon as possible and our
focus will be to:

execute 12
sub projects
identified since
2016 by SOAB,
GAC, Cft

train our
management
and staff
to improve
knowledge/
service levels

review and
adapt our
financial laws,
policies and
procedures

replace
inadequate
financial
systems

In 2016, the Council of Ministers approved a project proposed
by SOAB in collaboration with the Ministry of Finance to
improve financial management and thereby the quality of the
annual accounts by execution of 12 sub-projects. This would
be executed by the Ministry of Finance and its departments
and sections in close cooperation with SOAB. The execution
of this project started but was halted very soon, resulting in a
further deterioration of our financial management. In addition
to the execution thereof, the other 3 areas will get the required
attention. An overall implementation plan to reboot this will be
submitted to the Minister of Finance end of October 2018.
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4.3 MODERNIZING
GOVERNMENT,
IMPROVING
SERVICE LEVELS
AND ‘ACHIEVING
MORE WITH LESS’

Improvements should be made within our whole governments’
service and performance level, not only within the Ministry of
Finance. As stated in our governing program, it is the main
responsibility of the Ministry of General Affairs, to strive for
improved functioning within the entire organization, defining
an operating model which ensures a maximum output, with
minimum input. This will provide a framework to define the
required functions and job profiles, elevate our human capital
and make use of modern technological tools. Achieving more
with less should not stay a credo or cry, we need to make this
reality.
This government broad project is earmarked to start in 2019.
Under the guidance of a central change management initiative
each ministry will:
o

Analyze its own operating model, required in- and output and
the ways this is organized;

o

Articulate improvements to the operating model and processes
and procedures;

o

Define how use of Information Technology can support inter
departmental efficiency, communication and collaboration;

o

Develop a concrete implementation plan to realize the
operating model including HR aspects;

o

After decision making, arrange for the finance needed to
execute the program; and

o

Execute the plans in a certain sequence until mid-2021.
This project is especially meant, in combination with the steps
identified in §4.2, to improve the service levels within the
complete government, enhance efficiency and operating as
“One Government” to achieve the projected budget surpluses.
Change management and capacity building will be an
integrated subject in these projects considering that the
central project management will consist of a combination of
knowledgeable and experienced professionals in the fields of
business redesign, process redesign, information technology,
human resources development and change management.
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4.4 IMPLEMENTING
A POOL OF
TECHNICAL
ASSISTANCE

The

current

execution

capacity

lacks

certain

specific

competencies and resource to implement the ambitious plans.
To achieve all the objectives mentioned (in Chapters 3, 4, 5 and
6 and other initiatives in the Governing Program), a ‘pool’ of
external professional assistance will be created which will be
combined with the technical assistance from the Netherlands.
Via this ‘pool’ skilled professionals from Sint Maarten itself or
from abroad, like Curaçao, Aruba or other countries will be hired
for agreed upon initiatives for a certain period. The proposed
pool will be financed through a combination of the Operational
account and the Capital account. The pool will be administrated,
on behalf of the government, by SOAB. All ministries can make
use of the expertise from the ‘pool’ for their needs and projects.
For the second half of 2018 (NAf. 2 million) and 2019 (NAf. 4
million) funding will be made available, as an investment in our
human capital development via coaching, training, professional
and managerial development of our staff in executing these
projects under guidance, while at the same time achieving the
required speed, flexibility and quality we need in achieving our
immediate and medium-term goals.
For the Finance Department and the Tax Administration we
will focus on projects for enhancing our financial management
(streamlining and improvement of the quality of our stream of
regular reporting towards our stakeholders and the preparation
of our budgets and annual accounts) and for another
aforementioned project start up.
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5.1 ECONOMIC
DEVELOPMENT AND
DIVERSIFICATION

Other success
factors

The main pillars of the Sint Maarten economy are tourism and
hospitality. For the foreseeable future we do not envisage any
other development or diversification. Both the IMF and World
Bank however, also considering the vulnerability of this industry
for natural disasters like hurricane Irma, strongly suggest
looking into possibilities for more diversification.
Ministry of TEATT21  is in the process of preparing an Economic
Recovery Plan. In the second part of this government’s term,
2020 and 2021, this ministry will study these possibilities,
assisted by those same organizations and other international/
regional bodies. The outcome of this study preferably will be a
plan of approach for the development and diversification of our
economy in the next governmental cycle of 4 years starting in
2022.

5.2 GOVERNMENT
PARTICIPATIONS
AND ZBOS

Our government is the sole shareholder (directly or indirectly)
of some strategically important companies, like the airport, the
harbor, the main utility company (GEBE) and telecommunication
company (TelEm). These companies are of strategic value for
our Country and its development, and it is also clear that whilst
government policies play a role in the governance of these
participations, undesirable political intervention have played
a role in the past. With many changes in government since
October 10, 2010, many changes have taken place within the
21

Tourism, Economic Affairs, Transport and Telecommunication
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boards of directors and supervisory boards of these companies
in these years, not necessarily improving the governance and
quality of oversight. Furthermore, these companies were
used more than once for creating incidental income for the
government budgets by demanding dividends or other
payments without tying into company strategic planning.
As government we currently recognize several financial risks
related to these entities. The most recent report on this topic
is from the World Bank concerns GEBE’s financial position,
indicating the possibility that GEBE may become insolvent
as per the beginning of 2019 due to substantial accumulated
losses resulting in a hugely negative cashflow, leading to
potential default toward its creditors. Government has started
consultations with stakeholders to solve this problem, and it
cannot be ruled out that the government will have to contribute
substantially to a financial solution for GEBE. Reviewing the
current financial position of the other entities, we have also
identified financial risks relating to the accumulated losses of
the Post office, Winair, the state-owned companies such as
harbor and airport, including possible impairments based on
the effects of hurricane Irma on our participations. Although
most of these financial risks arose during the pre-Irma period,
adequate solutions must be formulated and implemented
in time to limit or eliminate these risks, also in the context of
reconstruction and the desired structural financial stability.
Cft addressed these matters several times and stressed that
income from participations or for instance ZBOs (independent
functioning governmental bodies) should be based on normal
businesswise policies, through for example a dividend policy,
and decision making, and that the government should be an
active responsible, serious and professional (sole) shareholder.
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This government in their governing program and Cft also
advocate professionalizing the way government functions as a
shareholder, with a clear policy towards all participations and
ZBOs, with proper attention for the strategic value embedded
in these participations and the contribution that should be
expected from them in dividends, concession fees and likewise.
Therefore, we will:

Adopt
oo a strategic policy for all government interests, including provisions on allowed types of legal
structures and on the ultimate shareholders’ responsibility.

oo standardized articles of incorporation with provisions on responsibilities, appointment of
oo
oo

boards of (supervisory) directors, allowance of other functions, their specific competence and
standard remuneration arrangements.
a policy on dividends and/or preferably concession fees to guarantee a continuous income
stream for the government incl. measures to require participations to fulfill these obligations.
a policy on decision making processes for acquiring or selling a participation, including the
involvement of legal/financial experts to advise on price level.

Introduce/evaluate
oo solidify the independent advisor (corporate governance council) on the appointment of
oo
oo
oo

members of boards in participations/ ZBOs concerning e.g. knowledgeability, background,
independence and personal character.
a standard approach towards audits of annual accounts including due dates for approval of
these accounts to be included in the agenda of a general meeting of shareholders.
an independent inspection of the annual accounts of each participation or ZBO by the
independent auditor of government to report once a year towards Parliament, the Council of
Ministers and the Cft on all these interests (strict requirement).
centralization of  the activities through a bureau / secretariat to handle and prepare all
relevant work to execute the responsibility of the shareholder

5.3 SUBSIDIZED
INSTITUTIONS

With respect to subsidizing all kinds of activities and institutions,
the decree of Sint Maarten on subsidizing plays an important
role. In total, budget 2018 shows a total amount of a little over
NAf. 101 million in subsidies, contributions and transfers of
income, of which approx. NAf. 75 million is education related.
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In general government pays for a certain accomplishment of
third parties in some sort of professional agreement. Because
of government’s responsibility towards the people with respect
to spending taxpayer’s contributions in a responsible and
transparent manner, it should be clear that government needs
better/more control over the amounts spent and over the return
on investment both in quality as in quantity. We believe these
controls could and should be improved. Areas for improvement
will be:

improve accountability
(update, clarify and
adjust agreements) and
compliance (periodic
reporting)

investigate
responsibility of
board members
and enforce
liability (also for
non-compliance)

educate
instituions
about rules and
regulations
and introduce
penalties for non
compliance

Per ministry a taskforce will review the annual subsidy cycle of
all subsidized institutions (from subsidy payment to periodic
reporting), which needs to form an integral part of a complete
policy/result based subsidy framework. In case a subsidized
organization does not comply with the established rules,
they will get a formal warning and a timeframe during which
compliance needs to be achieved. Continued non-compliance
will lead to consequences either in terms of liability of the board
members and/or with respect to future subsidies or payments.

6
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Financing the
remaining gap
The main challenge for the government with respect to the
execution of the NRRP, as also stated in the Governing Program
2018 – 2022, is to find sufficient financial resources required
for the execution of the entire NRRP in the shortest possible
time. In reviewing the efforts that will be required to achieve all
projected results and being convinced of the assistance that
we will receive from our partners in the Dutch Kingdom, we
hope that the remaining gap towards achieving the ultimate
goal, will be non-existing or as small as possible. However,
also considering the obligation we have towards our citizens
in providing them with a prospering country, we will focus on
delivering the results as required. It is with that goal in mind
that, if the steps as defined in the previous paragraphs, one way
or the other are not sufficient to reach the set goals, we will
have to identify alternative steps for reaching our destination.
The most important aspects to be addressed as soon as possible
in this respect are:

A.

Secure funding through the following possible avenues (also
see figure on page 44):
––

Investigate the possibilities of grants or other types of
financial assistance from EU Funding and funding from
other international financial institutions (like the European
Union, the Caribbean Development Bank (CDB), the
Inter-American Development Bank (IADB), International
Monetary Fund (IMF), The World Bank Group, United
Nations Development Program (UNDP), the Chinese
Development Bank);
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––

Cooperate closely with the government of Saint Martin in
possible combined reconstruction efforts;

––

Private investments;

––

Public–private partnerships (especially in the area of
improved or extra social housing projects); and

––
B.

Capital investors.

The priority setting within the NRRP based on the availability
of the US$ 580 million in the TF, the yearly tranches available
and keeping in mind the insurance proceeds per item of the
NRRP in this and probably next year as estimated by the CBCS
as these amounts could influence choices to be made, and
possibly the extra loans for the coming 7 years of in total NAf.
740 million (NAf. 250 million and 7 times NAf. 70 million);

C.

Come to an agreement with the government owned
companies/ZBO’s that they should be able to independently
fund their own investment projects;

D.

Private-Public Partnerships could also play a role in the
rehabilitation of our community.
Therefore, our aim is to also reach agreements with the
Dutch Government on assisting us in attracting international
and regional financing/aid. We hope and in fact expect the
international community to help us with further grants. The
European Union, United Nations, International development
banks or institutions, all will be approached regarding this
manner. We count on executive sponsorship from the Dutch
Government in connecting to these parties and in possible
preparations plus negotiations about flexible arrangements.
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In closing,
next steps
We are aware of the fact that this recovery plan does not cover
all the plans and projects that are considered in our Governing
Program for the years 2018 – 2022. We do believe however that
the most elementary and important issues are addressed to set
the preconditions for a financially (economically) sustainable
Sint Maarten in the near future. We believe introducing a new
budget policy for structural budget surpluses, in a combination
of cost cutting measures and raising income to be the right
direction. Execution of some major projects like the complete
overhaul of the Tax Administration and of the business models
used by the various ministries within government will produce
the necessary results, while enhanced financial management,
accountability, transparency, improved reporting cycles and
taking responsibility as a government as well as individually, as
organizations or as businesses within our community, will lead
to higher compliance percentages along the way.
Government will need the support of all national stakeholders
to ensure that the challenges identified can be met.
To work as efficient and effective as possible towards reaching
our FRP objectives, we will assure the coordination and
synchronization of all actions as stated in this FRP, amongst
others with the Netherlands and between the different
ministries. Therefore, we will also implement monitoring
procedures which will monitor the progress and report
periodically on the achievements. A Steering Committee will
be established to oversee the transparent and accountable
execution of this plan.
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Furthermore, because of transparency and accountability we
suggest involving the GAC Sint Maarten to report annually
especially on the expenditure of the extra loans made available
and involve if possible the Sint Maarten project organization
National Recovery Program Bureau in the preparation of
projects chosen to be executed because of the knowledge on
proper handling these.
To solidify the actions in this plan and ensure that long term
objectives are met we plan to anchor this in legislation where
necessary.
Additional financial assistance is required. We proposed an
extra direct financial effort from the Kingdom for an amount
of NAf. 210 million in grants for the period up to and including
2025 and for extra loans via the capital account for NAf. 490 +
NAf. 250 million to execute a larger part of the NRRP.
In the annexes you will find:
A.

A risk paragraph

B.

A high-level planning and estimates of the cost related to the
execution of the projects mentioned in this FRP between now
and the end of 2021. Purely for information purposes, a simple
overview of financial movements related to the current and
envisaged future developments as is described in this plan has
been included to this planning.
Let’s make it work, together we can!
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Glossary and abbreviations

Term

Definition

Description

APS

Algemeen Pensioenfonds

Pension fund for civil servants of Sint

Sint Maarten

Maarten

-

The financial norms for budgets of the

Art. 15 Rtf

collective sector.
Art. 16 Rtf

-

Provisions concerning loans taken through
the Capital Account

Art. 18 Rtf

-

Provisions concerning future compensation
of budget deficits.

Art. 25 Rtf

Damage due to extraordinary Article which creates the possibility for
events

exceptions, a.o. deviations from article 15, to
the required financial norms in the Rft, in
case of extraordinary events, amongst others
natural disasters

ATS

Foundation Audit Team Sint

The new foundation (2016) supported by

Maarten

SBAB to assist SZV and government in
audits and other services to optimize tax and
premium income.

BA #2

Budget Amendment 2

-

CBCS

Central Bank of Curaçao and

-

Sint Maarten
Cft

College Financieel Toezicht

Financial Supervisory Board installed via the
Rft.

FRP

Financial Recovery Plan

This document

GAC

General Audit Chamber

-

GDP

Gross Domestic Product

-
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Term

Definition

Description

Governing

-

Governing program of the current

Program

Government of Sint Maarten for the period
2018 up until 2022, of which the NRRP forms
a part, titled Building a Sustainable Sint
Maarten.

Interest-norm -

Reference is made to article 15, paragraph 1c
Rft

NRRP

National Recovery and

The National Recovery & Resilience Plan

Resilience Plan

(NRRP), prepared by the Government of Sint
Maarten with assistance and approval of the
World Bank.

Rft

Rijkswet Financieel Toezicht

Kingdom law on financial supervision

RMR

Rijksministerraad

Council of Ministers of the Dutch Kingdom

SBAB

Stichting Belasting

The auditor of the Tax administrations

Accountants Bureau

of Curaçao and on behalf of the Tax
administration in the field.

SOAB

Stichting

Internal auditor of the Government of Sint

Overheidsaccountants

Maarten.

Bureau
SZV
TF

Sociale

Social and Health insurance department of

Ziektekostenverzekering

the Government of Sint Maarten

Trust Fund

Single Donor Trust fund according to the
Administrative Arrangement (number
073024) between the government of the
Netherlands and the World bank dated April
16, 2018.

WB

World Bank

-

ZBO

Zelfstandig Bestuursorgaan

Governmental department/organization with
independent tasks and responsibilities, as
described in its specific governing law.
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Annexes

A.

A risk paragraph

B.

A high-level planning and estimates of the cost related to the
execution of the projects mentioned in this FRP between now
and the end of 2021. Purely for information purposes, a simple
overview of financial movements related to the current and
envisaged future developments as is described in this plan has
been included to this planning.
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RISK PARAGRAPH
The first half-year reporting of 2018 includes the following risks:
The government recognizes a number of risks with possible financial consequences for Sint
Maarten. Although the majority of these risks arose in the pre-Irma period, adequate solutions
should be formulated and implemented timely, in the context of reconstruction and the
desire for financial stability. The financial risks will materialize in the annual accounts of the
government in future years.
The most recent report by the World Bank on the financial position of GEBE N.V. (hereinafter:
GEBE) outlines the image that GEBE will be insolvent by the beginning of 2019 due to large
monthly losses in operations and the lack of liquidity to meet its obligations.
The government will have to look into possible solutions to solve this issue. It cannot be ruled
out that the government will also have to contribute financially towards a solution which can
lead to a considerable amount.
There are also financial risks related to the financial losses of the Post Office and Winair, as
well as to other government owned companies such as Port St. Maarten and PJIA airport. This
includes possible impairment as a result of the impact of Hurricane Irma on the assets. Finally
yet importantly, we are projecting that the material fixed assets of the government may also
have to be devalued.
As noted, several debts originating from the past have sprung up. For example, the settlement
of the OZR debt over the years up to and including 2017 seems to be more than NAf 25 million.
The pension fund APS has also lodged a claim for NAf 20 million related to pension premiums
that have not been charged in the past due to an error on their part. The Government believes
that this claim, if correct, must be satisfied because it concerns the pensioners, which are for
the most part civil servants.
Finally, there is a claim by Telem which also finds its origins in the past. The debt to Telem
amounts to about NAF 32 million of which NAF 7 million pertains the division of assets and more
than NAF 8 million in legal Interest. Negotiations are still ongoing with regards the amount of
the debt to Telem.
All of the above-mentioned claims are currently being investigated in order to reach to a definitive
conclusion. This will probably lead to additional costs over the previous years of approximately
NAF 75 million, or perhaps even higher. The final amounts will eventually be processed in the
financial statements and not in the budget as they pertain to previous years. The final amount
will affect the amount of losses to be compensated in accordance with the Rft. With the parties
involved, payment arrangements will have to be made, taking into consideration the liquidity
position.
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MINISTRY OF GENERAL AFFAIRS (AZ)
1.

The Minister for General Affairs should take measures to reverse/mitigate structural overruns
in the various areas of facility management in the year 2019.

2.

Once again, during the first quarter of 2018, it became clear how vulnerable the ICT system
is, and the related consequences are for a cyber-attack. Rapid and targeted measures
should be taken to avoid these problems in the future.

MINISTRY OF FINANCE
1.

The percentage of paid pension premium to APS is lower than the desired coverage rate of
105% and it is expected that this will be largely improved with the introduction of the new
pension Scheme.   

2.

Rising interest costs (within the collective sector) where a progressive view is expected in
the Post-Irma period, coupled with an unchanged starting point regarding the interest
standard. This may lead to further deterioration of the liquidity position of St. Maarten as
well as the international ranking on the capital market.

MINISTRY OF JUSTICE
1.

The Ministry of Justice is facing structural budget overruns with regard to  overtime and
allowances in the Police Force of Sint Maarten (KPSM) and the House of Detention and
Prison, and contractual obligations for the use of third party personnel and renting homes
for KPSM . The Minister of Justice must take measures to reverse structural overruns in the
near future.

2.

It has also been noted that the improvement rate deemed necessary in the Justice chain is
too slow. In the near future, additional funds are likely to be required. In the 2019 budget an
amount NAF. 2.5 million is allocated towards the improvement in the Ministry.

MINISTRY OF EDUCATION, CULTURE, YOUTH & SPORT (OCJS)
1.

No solution has yet been found to lower the cost of school bus transportation. Without policy
changes from the Minister of OCJS in cooperation with the Minister of tourism, Economic
affairs, traffic and telecommunications (TEZVT) (in connection with transportation
legislation), a further overrun is foreseen for 2018.

2.

Although a “funding system” has been implemented for grants to educational institutions,
it is expected that without additional measures from the Ministry of OCJS, overruns will
occur in the financial year 2018 and 2019.
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MINISTRY OF HEALTH, SOCIAL DEVELOPMENT & LABOR (VSA)
1.

Consultations are currently taking place with SZV relating to, among others, the costs
incurred by the ZV/OV Fund and the FZOG Fund. Discussions on the intention to increase the
SMMC (hospital) rates are ongoing. This will also affect the costs of the OZR. As a precaution
in the 2019 budget, there is a NAF 2.5 million increase for these Funds as compared to 2018.

2.

Without drastic measures by the Minister of the VSA, such as in the form of the introduction
of a basic health care package, the debt of the country to SZV will increase further in the
coming years;

MINISTRY OF TOURISM, ECONOMIC AFFAIRS, TRAFFIC AND TELECOMMUNICATIONS
(TEZVT)
1.

For the years 2016 and 2017, Bureau Telecommunications & Post has to transfer
approximately NAF 1.2 million to the government. In addition, in the coming years the
country has continued claim from BTP to the tune of NAF 12.3 Million.  Bearing in mind the
critical report of the General Audit Chamber, the minister should pay specific attention to
BTP, to ensure that the transfer of financial resources to the government are guaranteed.
Of course, a new reality has arisen in the Post-Irma period, which may require worst-case
scenario solutions.

MINISTRY OF VROMI
1.

The European Union is prepared to give co-financing for an amount of EUR 5.0 million
(approximately NAF 10 Million) for the Dutch Quarter Sewage Project (10th EDF). The
condition is that St. Maarten contributes approximately NAF 2.6 million. This amount has
been made available in the second 2018 budget amendment in the capital expenditure.
The European Union is prepared to invest an additional EUR 7.0 million in the 11th EDF.
However, the co-financing from the government for this project is not accounted for in the
capital expenditure.

All the financial risks mentioned are quite substantial amount. The Government will therefore
endeavor to implement mitigating measures in the coming years to mitigate and/or eliminate
these risks.
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