
















   
 
 

6 | 

Report to those charged with governance – Cayman Islands Development Bank 2023 

APPENDIX 1 – SUMMARY OF CLIENT ADJUSTMENTS 

 

  Account #  Debit ($)   Credit ($)  
POST RETIREMENT HEALTHCARE - REMEASUREMENTS 9301906 14,000.00    
POST RETIREMENT HEALTHCARE LIABILITY 9101107   14,000.00  
To accrue Post-Retirement Healthcare re-measurement 
cost - total updated liability valuation as of January 22, 
2024 per Mercer $1,034,000 compared to total in 
general ledger as of December 31, 2023, $1,020,000, 
difference of $14,000. Impact in 2023 on GL AC# 
9301906 POST RETIREMENT HEALTHCARE - 
REMEASUREMENTS       
PROFESSIONAL FEES 9303502 12,600.00    
PAYABLE OTHER 9101502   12,600.00  
To accrue Ogier Inv#13000084 - Internal Audit Services - 
2023 Q4 Corporate Governance Audit, USD$15,000 
KYD$12,600 (Nov.1.23 to Nov.29.23). Impact in 2023 on 
GL AC# 9303502 PROFESSIONAL FEES.       
RETAINED EARNINGS 9101908   869.46  
EXPECTED CREDIT LOSS ALLOWANCE - SHORT-TERM 
FIXED DEPOSITS 9000650 

                                          
869.46    

GL A/C #9304010-CHANGE IN EXPECTED CREDIT LOSS 
ALLOWANCE-SHORT-TERM FIXED DEPOSITS-RECORD 
CHANGE IN DEC. 2023 FIXED DEPOSIT ECL ($6.1M).       

RETAINED EARNINGS 9101908 
          

42,957.67    
EXPECTED CREDIT LOSS ALLOWANCE - LOANS TO 
CUSTOMERS 9101304   42,957.67  
GL AC# 9304007 - CHANGE IN EXPECTED CREDIT LOSS 
ALLOWANCE - LOANS TO CUSTOMERS - RECORD 
CHANGE IN DEC 2023 ECL ($367,871.41 less unadjusted 
balance of $324,913.74)    

  TOTAL 70,427.13  70,427.13  
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APPENDIX 2 - INTERNAL CONTROL MATTERS & SIGNIFICANT FINDINGS 

 

Observation Risk/Implication and Recommendation Management Response 
Implementation 

Date 

Reiteration from the Prior Year 

i. High Delinquency Rate (Recurring) 

The CIDB delinquency rate was reduced by 6% over the 
prior year yet remains high. Delinquent loans stood at 
$5,528,566 (2022: $5,916,040) as of December 31, 2023, 
representing 20% (2022: 26%) of the entire loan portfolio: 

 

Loan Category  2023 2022 

Performing Loans (a) 
 

21,933,109 
 

16,899,998 

Non-Performing Loans (b) 
 

5,528,566 
 

5,916,040 

Gross Total Loans ( c) 
 

27,461,675 
 

22,816,038 

Performing Loans % (a/c) 80% 74% 

Non-Performing Loans % (b/c) 20% 26% 
 

 
 
 
 
 
 

Risk/Implication 

This high delinquency has marginalized the bank’s 
ability to carry out its primary function to mobilize, 
promote, facilitate, and provide finance for the 
expansion and strengthening of the islands' 
economic development. 
 
The inability to collect debt from customers reduces 
the banks’ ability to lend to prospective borrowers. 
 
In addition, the Bank's inability to carry out its 
mandate by granting new loans (due to a lack of 
funds) calls the rationale for its existence into 
question. 

 
Recommendation 

We recommend that the Bank formally analyze 
what collection activities are effective in contacting 
customers to maximize the efficiency of their 
collection activities. Determining and utilizing the 
best communication channels will increase the 
likelihood that customers will respond and 
maximize the possibility of collecting the debt. 

 

The Risk department has a 
monthly meeting 
implemented to organize 
our monthly efforts to 
decide which clients on 
the delinquency Report 
are at a stage that our 
efforts will be maximized 
by continuing collection 
efforts for that month by 
way of sending to legal, 
restructure, contacting 
customer or forbearance 
agreements.      

 

Ongoing meetings 
using this method 
were 
implemented 
August 2022. 
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Observation Risk/Implication and Recommendation Management Response 
Implementation 

Date 

Reiteration from the Prior Year 

 
ii. Inadequate Collateral Assets Monitoring 

(Recurring) 
 
The valuation ageing analysis below shows an 
improvement over the prior year. Most loans with 
charged properties have current property 
valuations/appraisals prepared by accredited Royal 
Institution of Chartered Surveyors (RICS) Registered 
Valuers contracted by the Bank. For example, 55% had 
valuations that were 1 to 2 years old (2022: 31%). 
However, the Alpha Banking System is not being updated 
consistently on a timely basis with the new market values.   
 

Valuation Aging Security ($)   Loan Bal. ($) % 

Less than one year 13,468,000 4,437,771 16% 

None 563,541 273,382 1% 

One to two years 29,703,101 15,085,344 55% 

Over five years 7,680,000 806,250 3% 

Three to five years 18,034,698 6,473,754 24% 

Unsecured  -   385,175 1% 

Grand Total 69,449,340 27,461,676 100% 

 
 

Risk/Implication 

The reduction of collateral value below the carrying 
amount of the loan increases the likelihood of 
further write-offs should a customer default on a 
loan.   
 
Additionally, as the security value is used to 
calculate the Expected Credit Loss (ECL) and, hence, 
the Loans to Customers figures, the financial 
statements could be materially misstated if the 
valuations are not current. 
 
Recommendation 

We recommend that the Bank continue obtaining 
recent valuations to support the security values 
used in the Expected Credit Loss (ECL) calculation 
for customer loans and update the Alpha Banking 
System on a timely basis with the new market 
values. 
 
 
 

 
 
The Risk department 
orders valuations every 
three years for all non-
preforming loans. During 
the interim period that the 
valuations are ordered 
and completed could take 
several months to be 
provided entered into the 
Alpha Banking System. 
However, once the 
valuations are provided to 
the Officer in charge of 
the documents they are 
uploaded into the system 
as quickly as possible.  

 

This process is 
ongoing and the 
Risk-officers will 
endeavor to 
uploading the 
documents in a 
timely manner 
once provided.   



 

9 | 

Report to those charged with governance – Cayman Islands Development Bank 2023 

Observation Risk/Implication and Recommendation Management Response 
Implementation 

Date 

Reiteration from the Prior Year 

iii. Loan Portfolio Mix not at Recommended Level 
(Recurring) 

 
The loan portfolio mix for debt consolidation for the year 
ended 31 December 2023 was outside of the Board 
approved limit for 2023:  

 

Loan Type 

Approved 
Mix for 

2023  
Actual Mix 

for 2023 Variance 

Mortgage 75% 75% 0% 

Debt Consolidation 0% 8% -8% 

Business 17% 13% 4% 

Student 8% 5% 3% 

Consumer 0% 0% 0% 

Total 100% 100% 0% 
 

 

Risk/Implication 
 
The determination of portfolio mix is based on the 
strategic direction the Board intends to pursue. 
Consequently, a deviation from the portfolio mix 
would be a change in strategy. Poor loan portfolio 
mix management can lead to loan default and 
adversely affect the Bank’s performance.   
 
Recommendation 

We recommended that the Board reviews the 
portfolio mix and align it to the revised strategy 
then advise the Cayman Islands Monetary Authority 
of the change.  
 
 
 
 
 
 
 
 
 
 
 

CIMA is aware of the 
offside condition. Debt 
consolidation loans were 
discontinued due to high 
risk nature of the loans 
and probability of 
defaults.  

This condition will 
remain offside 
until this category 
of loans is fully 
repaid. 
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Observation Risk/Implication and Recommendation Management Response 
Implementation 

Date 

Reiteration from the Prior Year 

iv. Insufficient strategic direction and oversight of IT 
(Recurring) 

 
The Bank has adopted a corporate strategy that mentions 
the value of technology in moving the Bank forward; 
however, it does not provide specific IT priorities sufficient 
to guide the alignment of IT with the business priorities.  
 
Also, the Bank has only the Senior IT manager within the 
internal IT function supported by outsourced services. The 
IT Senior Manager directly reports to the General 
Manager. The structure, however, does not address the 
segregation of duties and operational continuity. 

Risk/Implication 

This presents a significant business continuity risk. 
An adverse event involving any employee who has 
sole access and knowledge to a particular function 
within an organization could cause significant 
business disruptions. 

Recommendation 

Management should outline specific IT priorities to 
ensure business-IT alignment. Furthermore, 
management should establish monitoring controls 
to address the risk of lack of segregation within the 
organization and formalize these detective controls.  
 
 
 

The corporate strategy 
will be adjusted to clearly 
specify IT priorities. 

Segregation of duties has 
been addressed by 
contracting a local MSP (IT 
Outsource) as front line 
and backend support.  The 
contractor is also tasked 
with Business Continuity, 
Disaster Recovery, 
regulatory compliance, 
and incident 
monitoring\response 
duties.  The contractor is 
directly managed by the 
Senior Manager of 
Administration, 
Operations, and IT.  
Reports are currently 
made to the GM, the 
Board of Directors and 
Sub-committees on a 
regular basis. 

Q3 2024 

 

 
Q2 2024 
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