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. Economic Review: Key Country Highlights

Projections indicate a global economic slowdown, with growth expected to decline from 3.5% in
2022 to 3.0% in 2023 and further to 2.9% in 2024. Conversely, the St. Maarten economy is
anticipated to grow at 3.9% in 2023 and 2.7% in 2024.

Inflation on a global scale is anticipated to decrease from 8.7% in 2022 to 6.9% in 2023 and 5.8%
in 2024. Notably, the US Federal Reserve increased rates from 5.25% to 5.50% in July 2023,
prompting the CBCS to respond with a 25 basis points rise in its pledging rate to 5.75% in
September 2023.

The unexpected failure of regional banks in the United States in mid-March 2023 poses a potential
risk of systemic banking crises and prolonged economic downturns. Policymakers are urged to
mitigate financial market volatility by maintaining sufficient foreign reserve buffers, enforcing
rigorous financial supervision, and enhancing bank resolution frameworks.

In response to the aforementioned challenges, regulators and supervisors are called upon to take
prompt and effective action to strengthen oversight. The CBCS has released core guidelines for
credit institutions, encompassing sound management of liquidity risk, credit risk, and stress testing
practices.

2. Financial Review - Fiscal 2023 Performance:

Highlights of financial performance

Republic Bank (St. Maarten) N.V. has announced a Net Profit After Taxation of ANG 3.1M, surpassing
the targeted figure by ANG 0.9M, albeit falling short of the prior year's performance by ANG 2.3M.
Interest income for the period reached ANG 19.6M, exceeding the prior year's results by ANG 1.1M.
The Bank's income from loans and advances outperformed expectations and the previous year.
Non-interest income for the period totaled ANG 6.1M, registering a variance below the target by ANG
0.5M (8%) and the prior year by ANG 3.3M (34.9%). This year-over-year difference was largely
influenced by reduced commission from merchant fees and increased credit card-related costs.
Operating expenses for the fiscal year totaled ANG 16.9M, showcasing a favorable deviation of ANG
0.7M (4.2%) below the budget and a decrease from the prior year by ANG 0.05M (0.3%). This
underscores the Bank's steadfast dedication to cost management, as evidenced by the positive
variances against both the target and the preceding year.

Loans Growth / Decline:

Total Gross Loans experienced a commendable growth of 2.4% in the fiscal year 2023, driven by an
expansion in the Mortgage segment.

Productive loan growth was below target by 6% given the emphasis on deposit growth.
Nevertheless, this growth surpassed the figures from the prior year by 1.5%.

The Productive Loans Portfolio, predominantly composed of Mortgages, showcased noteworthy
achievements. Growth in Productive Loans, specifically Mortgages, exceeded both the targeted and
prior-year figures by 8% and 30%, respectively.

Deposits:

Customer Deposits reached ANG 388.6M, marking a significant increase of ANG 31.9M (8.9%)
compared to the previous year. This positive variance is primarily attributed to the expansion in
Commercial Certificate of Deposits.

In alignment with the bank's strategic emphasis on deposit growth, total investments saw a
reduction of ANG 18M. This deliberate shift in focus underscores the commitment to fostering a
robust deposit strategy.

Key Considerations:

The Gross Loans to Deposits ratio, standing at 77.3%, is a decrease from the previous year. This
shift was a deliberate strategy to prioritize deposit growth during the fiscal period. Simultaneously,
the Bank strategically managed the growth of its productive loan portfolio.

The Gross Loans to Assets ratio, standing at 64.7%, is a decrease driven by a 2.4% increase in total
gross loans compared to a more substantial 6.9% increase in total assets from the prior year. This
strategic balance underscores the Bank's commitment to maintaining a prudent and well-adjusted
financial position.

Delinquency and Non-Performing Loans (NPLs)

The delinquency rate currently stood at 12.23% which were primarily facilities under 30 days past
due; this reflected a decrease from the previous year. Ongoing efforts are in place to enhance the
collection from customers, with the overarching goal of reducing delinquency levels.
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e Non-Performing Loans (NPLs) account for 10.98% of the portfolio. The Bank remains
actively engaged in evaluating both performing and non-performing segments to
mitigate portfolio deterioration. Additionally, efforts are underway to explore
opportunities for restructuring non-performing facilities, aligning with a proactive
approach to maintain a healthy and resilient loan portfolio.

3. Ongoing Initiatives

e The Youth Link internship program concluded successfully, with one out of the three
participants gaining employment and joining our team on a short-term basis.

e We have recently introduced a USD mortgage product catering to the needs of local
residents.

e The CBCS is actively progressing with the project for the introduction of the Caribbean
Guilder with a rescheduled launch date of February 2025. The bank is currently engaged
in conducting an impact and feasibility analysis of the proposed currency introduction.

Growth opportunities for the Bank

e Promising growth prospects persist in Non-Residential Mortgages, Merchant Services
penetration, and Commercial Mortgages.

e An exciting prospect lies in the introduction of a reward/partner card product.

Market Share

Republic Bank (St. Maarten) N.V. witnessed a notable increase in Deposit Market share,
rising from 18% to 20% year over year. Additionally, there was growth in the loan share,
advancing from 24% to 25%.
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Independent Auditor’s Report on the Financial Highlights

Opinion

The accompanying financial highlights, which comprise the balance sheet as at 30 September 2023 and income statement for the year
then ended and related notes, are derived from the audited financial statements of Republic Bank (St. Maarten) N.V. (“the Bank”) for the
year ended 30 September 2023.

In our opinion, the accompanying financial highlights are consistent, in all material respects, with the audited financial statements of the
Bank, in accordance with the Provisions for the Disclosure of Consolidated Financial Highlights of Domestic Banking Institutions, as set by
the Central Bank of Curacao and Sint Maarten (“CBCS”).

Financial highlights

The accompanying financial highlights do not contain all the disclosures required by International Financial Reporting Standards. Reading
the accompanying financial highlights and our report thereon, therefore, is not a substitute for reading the audited financial statements of
the Bank and our auditor’s report thereon. The financial highlights and the audited financial statements do not reflect the effects of events
that occurred subsequent to the date of our report on the audited financial statements.

The audited financial statements and our auditor’s report thereon
We expressed an unmodified audit opinion on the audited financial statements 2023 of the Bank in our auditor’s report dated
22 December 2023.

Other information

Management is responsible for the other information. The other information consists of the Managing Director’s Report but does not
include the financial highlights and our auditor’s report thereon. Our opinion on the financial highlights does not cover the other information
and we do not express any form of assurance conclusion thereon. In connection with our audit of the financial highlights, our responsibility
is to read the other information and, in doing so, consider whether the other information is materially inconsistent with the financial
highlights or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of management for the financial highlights
Management is responsible for the preparation of the accompanying financial highlights in accordance with the Provisions for the
Disclosure of Consolidated Financial Highlights of Domestic Banking Institutions, as set by the CBCS.

Auditor’s responsibilities

Our responsibility is to express an opinion on whether the accompanying financial highlights are consistent, in all material respects, with
the audited financial statements of the Bank based on our procedures, which were conducted in accordance with International Standard
on Auditing (ISA) 810 (Revised), Engagements to Report on Summary Financial Statements.

Curagao, 15 March 2024

EY

Building a better
working world

for Ernst & Young Accountants

F. de Windt-Ferreira CPA
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STATEMENT OF FINANCIAL POSITION EXPLANATORY NOTES TO THE FINANCIAL
As at September 30, 2023 HIGHLIGHTS OF REPUBLIC BANK (ST. MAARTEN) N.V.
Expressed in thousands of Netherlands Antillean Guilder (ANG’000) For the year ended September 30, 2023
2023 2022 Expressed in thousands of Netherlands Antillean Guilder (ANG’000)
ASSETS A. Accounting policies
Cash and due from banks 141,615 106,963 1. General
Investment securities 78 17,748 The principal accounting policies adopted in the preparation of the financial highlights of
Loans and advances to customers 294,404 288,075 Republic Bank (St. Maarten) N.V. (the 'Bank') are set out below. These explanatory notes are an
Premises and equipment 9,412 9,850 extract of the detailed notes included in the financial statements and are consistent in all
Deferred tax assets 1,342 1,413 material respects with those from which they have been derived.
Other assets 13,934 6,901
2. Basis of preparation
TOTAL ASSETS 460,785 430,950 These financial highlights have been prepared on the criteria established by the Provisions for
the Disclosure of Financial Highlights of Domestic Banking Institutions, as set out by the Central
LIABILITIES Bank of Curacao and Sint Maarten. The financial statements, from which these financial
Customer deposits 388,641 356,769 highlights have been derived, are prepared in accordance with International Financial Reporting
Due to other banks 9,137 9,004 Standards ('IFRS"). The figures presented in these financial highlights are stated in thousands of
Profit tax payable 1,661 2,721 Antillean Guilders (‘'ANG') and are rounded to the nearest thousand. The accounting policies
Deferrgd t_a_x_ liabilities 1,081 1,160 used have been consistently applied and are consistent, in all material respects, with those used
Other liabilities 9,606 13,737 in previous year. The financial statements are prepared under the historical cost convention except
TOTAL LIABILITIES 410,126 383,391 for financial assets at fair value through profit or loss ('FVTPL').
EQUITY 3. Classification and measurement of financial instruments
Q ) Financial assets and liabilities, with the exception of loans and advances to customers and balances
Stated capital ) 34,685 34,685 due to customers, are initially recognised on the trade date, i.e., the date that the Bank becomes
Additional paid up capital 1,115 1,115 a party to the contractual provisions of the instrument. Loans and advances to customers are
Other reserves 1,927 1,752 recognised when funds are transferred to the customers’ accounts. The Bank recognises balances
Retained earnings 12,932 10,007 due to customers when funds are transferred to the Bank.
TOTAL EQUITY M ﬂ) The classification of financial instruments at initial recognition depends on their contractual terms
TOTAL LIABILITIES AND EQUITY 460,785 430,950 and the business model for managing the instruments. Financial instruments are initially measured

at their fair value, except in the case of financial assets recorded at FVPL, transaction costs are

) . . . added to, or subtracted from, this amount.
These financial statements were approved by the Board of Directors on December 22" 2023 and signed

on its behalf by: . The Bank classifies all of its financial assets based on the business model for managing the

/ assets and the assets' contractual terms, measured at either:
;a(en

e Amortised cost or

e FVPL
ip Chuck, Chairman Whitfield Vlaun, Managing Director Financial liabilities, other than loan commitments and financial guarantees are measured at
amortised cost.
T / > Financial assets at amortized cost:
Sterl johs, General Managing Director Henri- J';cq.él Mangal, Assistant Corporate éecretary The Batnk only measures financial assets at amortised cost if both of the following conditions
are met:
¢ The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI) on the principal amount outstanding.
¢ The financial asset is held within a business model with the objective to hold financial assets
STATEMENT OF INCOME in order to collect contractual cash flows.
For the year ended September 30, 2023 Solely payments of principal and interest (the ‘SPPI test’)
Expressed in thousands of Netherlands Antillean Guilder (ANG’000) The Bank assesses the contractual terms of financial assets to identify whether they meet the
SPPI test. ‘Principal’ for the purpose of this test is defined as the fair value of the financial asset
2023 2022 at initial recognition and may change over the life of the financial asset. The most significant
elements of interest within a lending arrangement are typically the consideration for the time
Interest income 19,605 18,508 value of money and credit risk. To make the SPPI assessment, the Bank applies judgement and
Interest expense 3,290 2,619 considers relevant factors such as the currency in which the financial asset is denominated, and
- - the period for which the interest rate is set. In contrast, contractual terms that introduce a more
Net interest income 16,315 15,889 than de minimis exposure to risks or volatility in the contractual cash flows that are unrelated to
a basic lending arrangement do not give rise to contractual cash flows that are SPPI on the
Fees and commission income 4,993 5,078 amount outstanding. In such cases, the financial asset is required to be measured at FVPL or fair
Fees and commission expense 1,643 216 value through other comprehensive income (FVOCI) without recycling.
Net Fees and commission 3,350 4,862 Business model assessment
The Bank determines its business model at the level that best reflects how it manages groups of
Net trading income 1,388 1,088 financial assets to achieve its business objective. The Bank's business model is not assessed on
Other operating income 1,362 3,413 an instrument-by-instrument basis, but at a higher level of aggregated portfolios and is based on
Operating income 22,415 25,252 observable factors such as:
¢ How the performance of the business model and the financial assets held within that business
Salaries and other employee expenses 5,414 4,892 model are evaluated and reported to the entity's key management personnel
Occupancy expenses 1,313 1,552 e The risks that affect the performance of the business model (and the financial assets held
Net impairment losses on loans and advances 825 (665) within that business model) and, in particular, the way those risks are managed
Net impairment losses on investments securities (21) 4 e The expected frequency, value and timing of sales are also important aspects of the
Other operating expenses 10,165 10,493 Bank’s assessment
Operating expenses 17,696 16,276 Financial assets at fair value through profit or loss:
Financial assets in this category are those that are designated by management upon initial
I:fotfi;etz:lzreef:;: tax :‘Qg gg;g recognition or are mandatorily required to be measured at fair value under IFRS9.
p ’ ’ Management may designate an instrument at FVPL upon initial recognition. The designation
eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise

Net results after tax ﬂ ﬂ from measuring the assets or recognising gains or losses on them on a different basis.
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EXPLANATORY NOTES TO THE FINANCIAL
HIGHLIGHTS OF REPUBLIC BANK (ST. MAARTEN) N.V.
(continued)

Financial assets at FVPL are recorded at fair value. Interest earned or incurred on instruments
designated at FVPL is accrued in interest income, using the effective interest rate (EIR), taking into
account discount/premium and qualifying transaction costs being an integral part of instrument.
Dividend income from equity instruments measured at FVPL is recorded in profit or loss as other
income when the right to the payment has been established.

4. Derecognition of financial assets and liabilities

Derecognition due to substantial modification of terms and conditions

The Bank derecognises a financial asset, such as a loan to a customer, to facilitate changes to the
original loan agreement or arrangement due to weaknesses in the borrower’s financial position
and/or non-repayment of the debt as arranged and terms and conditions have been restructured to
the extent that, substantially, it becomes a new loan, with the difference recognised as an
impairment loss. The newly recognised loans are classified as Stage 2 for ECL measurement
purposes.

Derecognition other than for substantial modification

Financial assets

Afinancial asset is derecognised when the rights to receive cash flows from the financial asset have
expired. The Bank also derecognises the financial asset if it has both transferred the financial asset
and the transfer qualifies for derecognition.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled
or expires. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability. The difference between the carrying value of the original financial liability and the
consideration paid is recognised in profit or loss.

5. Impairment of financial assets

Overview of the expected credit loss ("ECL') principles

The Bank records an allowance for ECL for all loans and other debt financial assets not held at FVPL,
together with loan commitments and financial guarantee contracts, in this section all referred to as
‘financial instruments'. Equity instruments are not subject to impairment under IFRS 9.

The Bank uses the general probability of default approach when calculating ECLs. The ECL
allowance is based on the credit losses expected to arise over the life of the asset (the lifetime
expected credit loss or LTECL), unless there has been no significant increase in credit risk since
origination, in which case, the allowance is based on the 12 months’ expected credit loss (12mECL).

Both LTECLs and 12mECLs are calculated on either an individual basis or a collective basis,
depending on the size and nature of the underlying portfolio of financial instruments.

The Bank has established a policy to perform an assessment, at the end of each reporting period, of
whether a financial instrument’s credit risk has increased significantly since initial recognition, by
considering the change in the risk of default occurring over the remaining life of the
financial instrument.

Based on the above process, the Bank classifies its loans and investments into Stage 1, Stage 2 and
Stage 3, as described below:

Stage 1

Whgn financial assets are first recognised and continue to perform in accordance with the
contractual terms and conditions after initial recognition, the Bank recognises an allowance based
on 12mECLs. Stage 1 financial assets also include facilities where the credit risk has improved and
the financial asset has been reclassified from Stage 2.

Stage 2
When financial assets have shown a significant increase in credit risk since origination, the
Bank records an allowance for the LTECLs. Stage 2 financial assets also include facilities
where the credit risk has improved and the financial asset has been reclassified from
Stage 3.

Stage 3
Financial assets considered credit-impaired. The Bank records an allowance for the LTECLS.

The calculation of ECLs

The Bank calculates ECLs based on the historical measure of cash shortfalls, discounted at
the instrument's coupon rate. A cash shortfall is the difference between the cash flows that
are due to an entity in accordance with the contract and the cash flows that the entity expects
to receive.
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The mechanics of the ECL calculations are outlined below and the key elements are
as follows:

PD - The Probability of Default is an estimate of the likelihood of default over a given period of
time. A default may only happen at a certain time over the assessed period, if the facility has
not been previously derecognised and is still in the portfolio.

EAD - The Exposure at Default is an estimate of the exposure at a future default date, taking
into account expected changes in the exposure after the reporting date, including repayments
of principal and interest,whether scheduled by contract or otherwise, expected drawdowns on
committed facilities, and accrued interest from missed payments.

LGD - The Loss Given Default is an estimate of the loss arising in the case where a default
occurs at a given time. It is based on the difference between the contractual cash flows due
and those that the lender would expect to receive, including from the realisation of any
collateral. It is usually expressed as a percentage of the EAD.

Forward looking information

In its ECL models, the Bank considers a broad range of forward looking information as economic
inputs, such as currency rates, GDP growth, unemployment rates, industry risk, real estate price
trends and commodity price inflation rates. The inputs and models used for calculating ECLs may not
always capture all characteristics and expectations of the market at the date of the financial
statements. To reflect this, management adjustments or overlays are made by assessing the
macroeconomic factors and applying judgements, when such differences are significantly material.

Specification of accounts

2023 2022
ANG ANG
I. ASSETS
Investment securities
Debt securities at amortized cost - 17,592
Financial assets at fair value through profit or loss 78 78
Total investment securities 78 17,670
Accrued interest receivables on debt securities - 99
Less allowance for expected credit loss - 21
Net investment securities 78 17,748
Loans and advances to customers
Retail customers 184,758 179,510
Corporate customers 115,583 113,820
Total Loans and advances to customers 300,341 293,330
Accrued interest receivable on loans and advances 1,646 1,530
Less allowances for expected credit loss 7,007 6,440
Less unearned loan origination fees 575 345
Net loans and advances to customers 294,405 288,075
II. LIABILITIES
Customer deposits
Retail customers 191,946 187,503
Corporate customers 196,695 169,266
TOTAL CUSTOMER DEPOSITS 388,641 356,769
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