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REPORT TO THOSE CHARGED WITH GOVERNANCE

INTRODUCTION

We have completed our audit of the 31 December 2021 financial statements of the Cayman Islands
Health Services Authority (the “Health Authority” or the “Authority”). International Standards on
Auditing (ISAs) require that we communicate certain matters to those charged with governance in
sufficient time to enable appropriate action. The matters we are required to communicate under ISAs
include:

e auditors responsibilities in relation to the audit

e the overall scope and approach to the audit, including any expected limitations, or additional
requirements

e relationships that may bear on our independence, and the integrity and objectivity of our staff

e expected modifications to the audit report

¢ significant findings from our audit

This report sets out for the consideration of those charged with governance those matters arising
from the audit of the financial statements for 2021 that we consider are worthy of drawing to your
attention, so that you can consider them when the financial statements are approved and signed.

This report has been prepared for the sole use of those charged with governance in the Health
Authority and we accept no responsibility for its use by a third party. Under the Freedom of
Information Act (2021 Revision) it is the policy of the Office of the Auditor General to publish all final
reports proactively on our website: www.auditorgeneral.gov.ky.

AUDITORS RESPONSIBILITIES IN RELATION TO THE AUDIT

AUDITOR’S RESPONSIBILITY UNDER INTERNATIONAL STANDARDS ON AUDITING

4.

ISAs require that we plan and perform the audit to obtain reasonable, rather than absolute, assurance
about whether the financial statements are free of material misstatement. An audit of financial
statements is not designed to identify all matters that may be relevant to those charged with
governance. Accordingly, the audit does not ordinarily identify all such matters and this report
includes only those matters of interest which came to our attention as a result of the performance of
our audit.
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RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH GOVERNANCE:

5.

Management's responsibilities are detailed in the engagement letter to which this engagement was
subject. The audit of the financial statements does not relieve management or those charged with

governance of their responsibilities.

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS:

6.

While we have no responsibility to perform any audit work on other information, including forward
looking statements, containing audited financial statements, we shall read the other information
contained in the Health Authority’s annual report to consider whether such information is materially
consistent with information appearing in the financial statements or our knowledge of the operations
of the Health Authority.

CONDUCT, APPROACH AND OVERALL SCOPE OF THE AUDIT

Information on the integrity and objectivity of the Office of the Auditor General and audit staff, and
the nature and scope of the audit, were outlined in the Engagement Letter sent to the Chief Executive
Officer on 30 August 2021, and follows the requirements of the ISAs. We are not aware of any

impairment to our independence as auditors.

AUDIT REPORT, ADJUSTMENTS AND MANAGEMENT REPRESENTATIONS

10.

We have issued an unmodified auditor’s report on the 2021 financial statements with emphasis of
matters on the substantial doubt about the Heath Authority’s ability to continue as a going concern
and non-compliance with The Public Authorities Act (2020 Revision), Section 47 - Terms and

conditions and remuneration of staff.

A summary of uncorrected misstatements is attached in Appendix 1. Audit adjustments made to the

financial statements is attached in Appendix 2.

As part of the completion of our audit we sought written representations from management on
aspects of the accounts and judgements and estimates made.
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SIGNIFICANT FINDINGS FROM THE AUDIT

SIGNIFICANT ACCOUNTING PRACTICES

11. We are responsible for providing our views about qualitative aspects of the Health Authority’s
significant accounting practices, including accounting policies, accounting estimates and financial
statement disclosures. Generally accepted accounting principles provide for the Health Authority to
make accounting estimates and judgments about accounting policies and financial statement
disclosures. We are not aware of any areas where the significant accounting practices have changed
from previous year or are not consistent with general industry practice. In addition we are not aware
of any new or controversial accounting practices reflected in the Health Authority’s financial
statements.

MANAGEMENT’S JUDGMENTS AND ACCOUNTING ESTIMATES

12. Management have made significant judgments and estimates with regard to the following financial
statements items:

e Depreciation of Fixed Assets

e Provisions for Doubtful Debts on Receivables

e Post-Employment Health and Pension Benefit Liahility
e Revaluation of Property Plant and Equipment.

13. We were able to satisfy ourselves regarding the estimated amounts reported in the financial
statements.

GOING CONCERN DOUBTS

14. In the course of our audit, we became aware of material uncertainties related to events and conditions
that may cast significant doubt on the Health Authority’s ability to continue as a going concern. In the
Auditor General’s Report, was drawn to note 24 of the financial statements, which states that the
recognition of post-retirement health liability resulted in a net deficit of $8.13 million. This raised a
substantial doubt about the Health Authority’s ability to continue as a going concern. The note also
describes the series of action plans taken by management to alleviate this concern.

DEFICIENCIES IN INTERNAL CONTROL

15. We identified a number of significant matters relating to internal controls as part of our audit. See
Appendix 3 for a listing of these matters along with management’s responses.
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FRAUD OR ILLEGAL ACTS

16. Applicable auditing standards recognize that the primary responsibility for the prevention and
detection of fraud and compliance with applicable laws and regulations rests with both those charged
with governance of the entity and with management. It is important that management, with the
oversight of those charged with governance, place a strong emphasis on fraud prevention, and fraud
deterrence. They are also responsible for establishing and maintaining controls pertaining to the
Health Authority’s objective of preparing financial statements that are presented fairly, in all material
respects, in accordance with the applicable financial reporting framework and managing risks that
may give rise to material misstatements in those financial statements. In exercising oversight
responsibility, those charged with governance should consider the potential for management override
of controls or other inappropriate influence over the financial reporting process.

17. In planning and performing the audit, we are required to reduce audit risk to an acceptably low level,
including the risk of undetected misstatements in the financial statements due to fraud. However,
we cannot obtain absolute assurance that material misstatements in the financial statements will be
detected because of such factors as the use of judgment, the use of testing, the inherent limitations
of internal control and the fact that much of the audit evidence available to the auditor is persuasive

rather than conclusive in nature.
18. No fraud or illegal acts came to our attention as a result of our audit.
’SIGNIFICANT DIFFICULTIES ENCOUNTERED DURING THE COURSE OF OUR AUDIT
19. No serious difficulties were encountered in the performance of our audit.

‘ DISAGREEMENTS WITH MANAGEMENT
20. We have had no significant disagreements with management regarding the conduct of our audit and
the amounts reported on the financial statements.
ANY OTHER SIGNIFICANT MATTERS
21. There were no other significant matters noted during the audit other than those disclosed in Appendix
3.

7]

Report to those charged with governance — Cayman Islands Healrih Services Authority 2021



ACKNOWLEDGEMENTS

22. We would like to express our thanks to the staff of the Health Authority for their assistance during
the audit of the 2021 financial statements.

Yours Sincerely,

Sue Winspear,/CPFA
Auditor General
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APPENDIX 1 — SUMMARY OF UNCORRECTED MISSTATEMENTS

Unrecorded misstatements - factual

Date Name Account No Debit Credit
12/31/2021 Accruals 20150 (121,303.91)
12/31/2021 Overtime 50013 121,303.91
To record an understatement in
overtime accrued for December 2021.
12/31/2021 Accruals 20150 43,990.00
12/31/2021 Electricity 51405 (43,990.00)
To record an overstatement in CUC
Electricity Accrual for December 31, 2021
12/31/2021 Finished Goods 13200 213,391.33
12/31/2021 Medical/Health Supplies 50851 (213,391.33)
To record an entry to correct (the
understatement of) inventory because of 10% freight
year end inventory valuation
12/31/2021 Asset Revaluation Reserve - Pri 30010 97,300.00
12/31/2021 Accumulated Surpluses - System 32001 (97,300.00)

To record impact of misstatement of PY depreciation on SRC on revaluation resen

475,985.24 (475,985.24)

Unrecorded misstatements - projected

Date Name Account No Debit Credit
12/31/2021 General Advances 14202 (379,500.00)
12/31/2021 Drugs 50701 379,500.00

To record long outstanding P.O's

379,500.00 (379,500.00)

9|

Report to those charged with governance — Cayman Islands Health Services Authority 2021



APPENDIX 2 — SUMMARY OF ADJUSTED DIFFERENCES

Adjusting journal entries

Date Name Account No Debit Credit

12/31/2021 Accounts Receivable - Sale of G 12074 712,760.67

12/31/2021 Inpatient Revenue 42511 (712,760.67)
Reclassification of intensive care unit revenue

12/31/2021 Basic Salary 50011 3,289,806.18

12/31/2021 Leave 50014 (3,289,806.18)
To correct the classification of salary expense

12/31/2021 Rights-of-use Assets 16105 (623,150.61)

12/31/2021 Accumulated Depreciation Right-of-use 16112 458,454.93

12/31/2021 Operating Lease Rental 20110 (25,483.14)

12/31/2021 Operating Lease Rental 20110 3,541.78

12/31/2021 Other non current liabilities 29701 648,633.75

12/31/2021 Bank Charges 54227 (3,541.78)

12/31/2021 Depreciation Rights-of-use Assets 60206 (458,454.93)
To correct ROU depreciation for the year

12/31/2021 Long service leave and other le 22100 21,095.79

12/31/2021 Leave 50014 (21,095.79)
To correct vacation accrual as at Dec 31, 2021

12/31/2021 Land 17025 705,000.00

12/31/2021 Asset Revaluation Reserve - Pri 30010 (510,875.47)

12/31/2021 Gains/Losses on Revaluation on Fixed A: 59007 (194,124.53)
To record revaluation of land at Jan 1, 2021 (client adjustment)

12/31/2021 Accumulated Depreciation Buildi 17035

12/31/2021 Revaluation Accumulated Depreciation- 17905 (13,702.86)

12/31/2021 Depreciation - Buildings 60001 13,702.86
To correct depreciation on revaluation of buildings (client adjustment)

12/31/2021 Defined Benefit Liability (Unfunded Heal 25300 29,685,999.98

12/31/2021 Contribution from General Reser 33003 (29,685,999.98)
To adjust unfunded healthcare cost as at Dec 31, 2021

12/31/2021 Contribution from General Reser 33003 2,387,000.00

12/31/2021 Movement in Health Care Liability (SAG(50160 (2,387,000.00)

To ajust OCl remeasurement at as Dec 31, 2021
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APPENDIX 2 — SUMMARY OF ADJUSTED DIFFERENCES — CONT’D

12/31/2021 Drugs 50701 337,561.28
12/31/2021 Medical/Health Supplies 50851 381,133.63
12/31/2021 Freight & Shipping 54300 (718,694.91)

Reclassification of freight expense

12/31/2021 Defined Benefit Liability 26100 5,137,000.02
12/31/2021 Accumulated Surpluses Clearing 32002 (4,469,000.00)
12/31/2021 Past Service Pension 74100 (668,000.02)

To adjust defined benefit liability as at Dec 31 2021

12/31/2021 Accumulated Impairment 17165 70,500.00
12/31/2021 Drugs 50701 13,859.59
12/31/2021 Impairment of Inventor 78604 (70,500.00)
12/31/2021 Impairment of Inventor 78604 (13,859.59)

To adjust impairment of inventory

12/31/2021 Accruals 20150 (409,591.09)
12/31/2021 Employee health care costs 50060 129,963.68
12/31/2021 Employee health care costs 50060 128,860.40
12/31/2021 Overseas Lab Tests 54371 93,728.63
12/31/2021 Application Services 55515 57,038.38

To recognize unrecorded liahilities at year end.

44,275,641.55 (44,275,641.55)
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