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Introduction

The Strategic Policy Statement (SPS) is published on an annual basis and outlines the high level fiscal

plan and objectives of the present Government.

The requirements of the SPS are outlined in Section 23 of the Public Management and Finance Law

(2010 revision) PMFL.

The format ofthe 2013/14 presentation has changed from what was normally presented in earlier years.

This was necessary in order to fulfill the requirements of the Framework for Fiscal Responsibility (FFR).

In accordance with the FFR, additional details are now provided on the Government's past fiscal

performance, the entire Public Sector debt profile and debt management strategy, accounts receivable

aging summary, liability management plan, operating performance by Agency as well as discussions on

any material revenue or expenditure measures planned.

As in earlier versions of the SPS, the document also focuses on the 19 Broad Outcome Goals that the

United Democratic Party Government intends to achieve over the medium term and identify the specific

intervention measures that will be undertaken in order to achieve them.

The section on economic analysis examines recent trends, statistics and forecasts from key sectors of
the Economy such as Tourism and Financial Services. A broader outlook into certain strategic markets in

the international arena is also provided due to the Cayman lslands'global participation in those areas.

Additionally, the document outlines the forecast Operating Statement, Statement of Financial Position,

Statement of Borrowing, Statement of Changes in Net Worth and forecast Statement of Cash Flows for
the current year and the next three Financial Years. An analysis is then presented on how these

forecasts accord with the principles of responsible financial management as outlined in Section 14 of the

PMFL.

Finally, the document apportions the fiscal resources amongst the various Ministries, Portfolios and

Offices of the Government. The subsequent detailed budget for the periods covered will be broadly

consistent with the high level fiscal parameters outlined in this document. .
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Message from the Honourable Premier and Minister for Finance, Tourism &
Development
It is my pleasure to present the Strategic Polic] Statement of the
Cayman lslands Government for the period 1* July 2013 to 30tn

June 2015.

This document formally sets out much of the recent work that
was carried out by my Government working in conjunction with
the United Kingdom Foreign and Commonwealth Office (FCO) in

order to develop a path that is fiscally sustainable, prudent,

supportive of our Economy and one that will return the Cayman

lslands to the level of fiscal comfort it once enjoyed.

It also outlines further strategies and initiatives that my

Government intends to implement over the medium term, to ensure growth, employment opportunities

and continued investment in our physical and human capital while meeting our varying international

obligations.

The Government is dedicated to these strategies and initiatives, however, in pursuit thereof, we must

continue to be mindful of decisions, those we make and those made for the Country, which could result

in economic shocks or create barriers in the Private Sector that will stifle growth. Achieving balance in

this regard is a delicate matter which must be handled with skill, sensitivity and a measured level of
patience in an uncertain world economy.

Government's policies will be supportive of the Private Sector which is the lifeblood of our economy. In

this regard, I believe in a more efficient Public Sector, one which facilitates commerce so that much

needed employment opportunities for our people can be created; and one which exercises prudence

and responsible governance in its fiscal management strategies.

Over the next three years, the Government intends to facilitate the provision of much needed tourism

and other key infrastructure facilities. lt also plans to introduce measures to stimulate Private Sector

growth while providing enhanced educational opportunities for our citizens. In addition, measures will

be taken to maintain our national security, while accommodating the introduction of the Bill of Rights

prescribed by our Constitution.

This Strategic Policy Statement represents my Government's commitment to these strategies and

initiatives and these will be effectively implemented in order to ensure the continuation of a vibrant,

secure and prosperous Cayman lslands.

Sincerely,w
Hon. W. McKeeva Bush OBE, JP, Hon Msc
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1. Past Fiscal Performance and Analysis

The Government submitted the ZO\O/tL Financial Statements for all Government Agencies to the Office

of the Auditor General by the legal of August 31", 2011. That was the first timely submission made

under the new Public Management and Finance Law and shows the commitment of this Government to
prudent fiscal management.

Based on those submissions, the unaudited results of the Government shows an operating surplus of

520.2 million for the fiscal year ended 30th June 2011. This was 554.6 million better than the full year

forecasted deficit of S34.4 million.

Revenues for the twelve month period exceeded budget by 524.7 million while expenses were 532.0

million below budget. The net operating results of the public entities reflected a S3.8 million deficit.

The positive variance in revenue primarily resulted from an improved outturn in Coercive Revenue of
521.1 million. The main contributing areas were SL4.4 million from Levies on Domestic Goods and
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Services and 58.6 million from Levies on Property. Those amounts were partially offset by a lower than

expected amount of S1.9 million in import duties.

Personnef Costs {which accounted for 42/o of Core Government Expenses) were 514.2 million less than

the full year Budget. Those savings were the result of restrictions on recruitments, lower staff

allowances and a rollback of the 3.2% cost of living adjustment (COIA).

Through prudent financial management, the Government was also able to save a further S5.9 million in

supplies and Consumables. Those savings were found primarily in the areas of marketing, maintenance

and the renegotiation of our insurance premiums.
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At the end of Fiscal Year 20I1/LZ, the Government once again submitted Financial Statements for all

Government Agencies by the legat deadline of 3l't August 2012. The unaudited result of those

submissions showed that the overall results of the Government were 99.4/o in line with the Budgeted

expectations. Overall revenues were !.260/o less than budgeted primarily due to lower than expected
performance in the areas of Domestic Levies on Goods and Services (S3.7 million) and levies on

properties ($2.4 million).

The negative variance in revenues was offset by a positive variance of 1.25% in expenses. This amount
was primarily the result of savings in personnel costs of 56.0 million due to recruitment deferrals,

savings of $3.2 million in Transfer Payments due to prudent management of the Financial Assistance

Voucher and Scholarship programs (S1.6 million) and the deferral of the Housing Repairs and Assistance

program ($0.9 million). Those savings, along with a S2.3 million positive variance in foreign exchange

earnings were partially offset by a $a.8 million increase in Outputs from Non-Government Outputs

Suppliers. This amount was necessary primarily to respond to increased demand for tertiary medical

care at various overseas institutions.
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2. Economic Statistics, Trends and Forecasts
lntroduction

The domestic economy showed signs of recovery in 2011 following three consecutive years of output
contraction. Stronger growth is expected for 2OL2, conditional on the upturn of domestic private sector

investments amidst a weaker global economic growth. This section presents the forecasts for FY

2OL3/I4 to FY 2OL5/L6 and their major assumptions along with a review of the domestic and global

economic performance in 2011 and first six months of 2012.

World Economic Performance and Forecasts

The forecasts for the world economy have seen sharp changes from the last Strategic Policy Statement,

reflecting the high degree of uncertainty among the advanced economies which are traditionally

considered as the Cayman lslands' major source markets for financial and tourism services.

In 2011, global growth was estimated to have slowed to 3.9 percent following a strong recovery of 5.3

percent in 2010. This performance is in view of the lower-than-expected growth of the advanced

economies particularly the Euro zone economies. Gross domestic product (GDP) of the advanced

economies slowed to 1.5 percent in 2011 as compared to 3-2 percent in 2010.

Growth in the United States of America (US) slowed from 3.0 percent in 2010 to 1.7 percent in 2011 as a

number of factors kept household and business confidence low in the first half of the year. High

unemployment rate persisted while heightened uncertainty in the management of the fiscal deficit led

to a downgrading of the US sovereign credit rating.

Economic growth in the US is expected to be 2.0 percent in 2012. A stronger growth of 2.3 percent is

foreseen in 2013, conditional on a solid and sustained recovery of domestic private demand

underpinned by strong market confidence.

In Canada which is a growing source of demand for the Cayman lslands' stay-over tourism market, GDP

growth in 2011 moderated to 2.4 percent from 3.2 percent the previous year. Growth in government

spending slowed due to fiscal consolidation while private consumption also slowed as the

unempfoyment rate remained high. Growth forecast for 2OI2 and 2013 is 2.1 percent and 2.2 percent

respectively, as the government is expected to continue its fiscal tightening.

The Euro area recorded economic growth of 1.5 percent in 2011 down from 1.9 percent in 2010, as

countries recovered with uneven pace with Germany leading the growth in the Euro area with 3.L

percent while Greece, Spain, Portugal and Slovenia had a drag on the reglon's growth. Some periphery

countries from the Euro area were challenged with sovereign debt crisis and a general loss of

confidence. The outlook over the medium term remains uncertain, with projected decline in 2012 of 0.3

percent but suppressed growth in 2013 forecasted at 0.7 percent.

In the United Kingdom (UK), growth has been relatively low and trending downwards, from 2.1 percent

in 2010 to an estimated 0.7 percent in 2011 and forecasted to be at 0.8 percent in 2012. Over the

2073 /74 Strateglc Policy Statement
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medium-term, private sector growth is expected to increasingly lead the recovery as fiscal consolidation

continues. GDP growth in 2013 is forecasted at 1.4 percent.

Meanwhile, the emerging and developing economies continued on the uptrend in 2011. Overall output
growth for this group was 7.5 percent in 2010 which slacked off to 5.2 percent in 2011 and forecasted to
continue of its downward trajectory, this time by 5.7 percent in 2012. Barring adjustments from

overheating in some countries such as Brazil, and strong adverse impact from the low growth of the
major economies, emerging and developing economies are expected to remain upbeat with output
growth of 5.9 percent forecasted in 2013.

General price levels picked up in 2011, with the average inflation rate among the advanced economies

inching upward to 2.7 percent from 1.5 percent in 2010. Monetary policies remained timid in containing

inflation as growth objectives were accommodated. Commodity prices remained high but were

marginally lower than the previous year while oil prices moved higher. Oil prices rose sharply during

2010 and early 2011 to about US5115 a barrel, then eased to about USS100 a barrel. The general price

levef in emerging markets and developing countries Brew at a much stronger rate of 7.Z percent due to
strong domestic demand coupled with tighter monetary policy and higher energy prices. lnflation is

forecasted to moderate to 2.0 percent in 2012 and 1.6 percent in 2013 among advanced economies.

The Cayman f slands' Economic Performance and Forecasts for FY 2At2/ 13

Output (GDP) Growth. In 2011, economic activity grew by an estimated 1.1 percent, following a 3.4

percent decline in 2010. The key sectors on the recovery trend were hotels and restaurants, real estate,

renting and business services, financial services and wholesale and retail trade. However, other sectors

continued to perform weakly led by construction, government services, and transport storage and

communications. For the first half of 2012, GDP groMh was estimated 1.2 percent as all sectors

excluding utilities recorded small positive growth.

Domestic recovery has been led so far by tourism services. The strong growth in the stay-over market

continued in 2011 with air arrivals increasing by 7.2 percent although cruise visitors decreased by 12.3

percent. For the first six months of 2012, total visitor arrivals increased at 4.8 percent as stay-over

moderated to 3.5 percent and cruise rebounded by 5.1 percent from the decline during the same period

a year ago.

ln 20L1, economic activity of the domestic financing and insurance sector which comprises

approximately half of the country's GDP saw an increase in their total foreign investment (6.2%) and

loans to non-residents (4.8%), reversing the declines posted in 2010. Total domestic credit also rose by

3.3 percent in 2011, a reversal of last yea/s performance, on the back of higher public sector

borrowings. Domestic credit for the first half of 2012 rose by 2.9 percent as compared to the first half of
2011. This resulted as credit to the private sector grew by 4.0 percent despite a 4.5 percent decline in

public sector borrowings.

2073 /14 Svategic Policy Statement
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Meanwhile, the financing and insurance services industry is estimated to have shown a modest, positive

growth in 2011 from a decline of 4.8 percent in 2010. Financial services indicators continued to turn-in

mixed performance during the first two quarters of 2012, strong growth was recorded for mutual funds

registration by 15.5 percent, however, this growth emanated from a newly regulated category. Other

upward performances were stock exchange listing (5.1%) and insurance companies (0.5%), alternatively,

bank and trust companies, and new company registrations declined by 5.0 percent and 1.0 percent

respectively.

The real estate, renting and business activities sector grew in 2011 at 3.1 percent, accounted mainly by

the real estate sub-sector and business activities aided by a steep increase in the value of property

transfers due to a few high-value properties and growth in new company registrations. The value of
property transfers as at June 2012 declined by 46.1 percent following an unusual amount of high valued

properties traded during the period a year ago.

In construction, the severe curtailment of demand persisted with double-digit declines in total value of
building permits and project approvals in the years 2010 and 2011. This downward trajectory continued

during the first half of 2012 as the value of building permits declined by 11.6 percent, amidst the decline

in permits building materials imported grew strongly, aided by a concession in the rate of import duties

aimed at spurring economic activity.

The county's merchandise imports comprise a significant source of government revenue. Since 2008,

this has trended downward due to depressed domestic demand followin8 the Hurricane lvan re-

construction years. However, in 2011, aggregate imports grew by 10.4 percent to reach 5762.0 million,

although this was largely due to the higher imports offuel. Non-petroleum and related products import
growth in 2011 was 3.1 percent. For the first half of 20L2, merchandise imports grew by 1.2 percent as

non-petroleum and related products imports grew by 5.1 percent coupled with strong reductions in

petroleum-related imports. This is a welcomed change as it shows signs of economic recovery.

GDP growth forecast for 2012 is revised downwards to 1.4 percent from the 1.8 percent forecasted

earlier in the year, this reduction in the growth forecast was dominated by lower-than expected growth

in air arrivals, continued lackluster financial services indicators, slower than anticipated implementation

of private sector construction projects, and contraction of government expenditure coupled with higher

fees. Tantamount to the revised GDP growth the FY 2Ol2/L3 is now at 2.1 percent.

lnflation. Domestic inflation was higher at 1.3 percent in 2011 as average prices of food and non-

alcoholic beverages, transport, and communications picked up while housin8-related prices remained

subdued. The average inflation for the first half of 2012 is now 1..4 percent influenced by higher prices

for food and non-alcohol beverages, transport, and clothing and footwear. Average inflation is
forecasted to be 1.7 percent for the calendar year 2012. Therefore the inflation forecast for FY 2072/13

is placed at 1.9 percent, conditional on the anticipated higher global prices of oil and non-oil

commodities, and marginally higher inflation forecast for the US.

2013/14 Strategic Policy Statement
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Employment. The economic downturn had severe impact on labor supply and employment. The total
labor force had a slight increase of 0.8 percent in 2011 following contraction in 2010 as work permits for
expatriate labor fell by 13.1 percent due largely to the loss of work opportunities in construction, hotels

and condominiums and financial services. Consequently, the unemployment rate went up to 6.2 percent

in 2010.

Work permits fell by 2.9 percent in 2011 and for the first half of 2012 were higher by 1.2 percent. The

unemployment rate increased slightly at 6.3 percent in 2011, mainly as a result of the reduction in

expatriate labor force. Conditional on a modestGDPgrowth in 2012,the unemployment rate is forecast

to remain stabfe at 5.3 percent. The resulting forecast unemployment rate for FY 20721!3 is placed at

6.2 percent, a marginal improvement from 6,3 percent for FY 2077/f2.

Current Accountl. Total merchandise imports increased by 10.4 percent in 2011 to 5762.0 million as

local demand for consumption and other merchandise goods picked up as compared to the previous

year. This, along with reduced outflow of workers' remittances induced the narrowing of the country's

forecasted current account of the balance of payments to 18.4 percent of GDP in 2011.

During the first half of 2012, merchandise imports was 1.2 percent higher than a year ago, however,

with imports of non-petroleum and related products growing at 5.1 percent coupled with the
anticipated . increase in international oil and commodity pricet merchandise imports is forecast to
increase by 3.5 percent for 2012. However, this is expected to underperform the estimated tourism and

financial service receipts from abroad, narrowing the current account deficit to 17.5 percent of GDP in

2012. The resufting forecast fot FY 2Ot3/L4 is 76.8 percent of GDP.

Economic Assumptions and Forecasts for Financial years 2OL3/14 to 2Ot5 /76

GDP Growth. Overall economic growth of the Cayman lslands in the next three fiscal years will
increasingly rely on private investments in the domestic sectors in light of heightened financial and fiscal

uncertainty in the major external markets and the government's commitments in the Framework for
Fiscal Responsibility. The overall growth forecast for the advanced economies remains positive but
modest at 1.4 percent in 2012 and 1.9 percent in 2013.

Construction is assumed to contribute towards the sustained recovery of domestic GDP with the
implementation of recently announced private sector investment projects such as a cruise ship berthing
facility in George Town; the development of Cayman Enterprise City; the setting up of a new private

hospital mainly for medical tourism; several projects to enhance tourism facilities and infrastructure
along the Seven Mile Beach as part of Forcayman Investment Alliance; and the extension of the Owen

Roberts Airport. lt is assumed that during the period of this SPS, these projects would have commenced

' The current account of the balance of payments measures the total value of the countrys transaction
against the rest of the world in terms of trade in goods and services, income and transfers. A deficit in the
current account means that the Cayman Islands made more payments to the rest of the world compared
to its receiDts from thes€ transactions.
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and will be mostly in the initial construction phase, namely, Forcayman Investment Alliance and Health

City Cayman lslands (medical tourism). The construction phase of these projects are expected to

stimulate the demand for services in several sectors such as wholesale and retail; real estate, renting

and business activities; hotels and restaurants; financing and insurance.

It is assumed that the downward adjustments in the advanced economies' forecast growth for the

medium-term will pose downward risks in the sustained recovery of the financial and tourism services

sectors. However, it is also assumed that the impact of such risks will be mitigated by continuing

industry programs (Cayman Airways and private sector stakeholders in offering short-term, tactical

promotions, designed to increase visitor arrivals for current attractions, and to cultivate new

businesses).

The government also continues to sustain its support in enhancing the services, structure and expertise

of the financial services industry while the Monetary Authority implements three (3) strategic goals: (a)

to further modernize and enhance regulation and ensure that the country keeps on par with the

relevant standards and best practices that are evolving; (b) to intensify its international cooperation and

involvement and enhance the country's reputation; and (c) to facilitate the efforts of the government

and the private sector in further developing the country as an international financial centre.

The above external and domestic assumptions support a forecast growth of real GDP in 2A73/L4 of 2.7

percent (see Figure 1). Stable growth of 2.7 percent for FY 2074/t5 and 3.0 percent forecasted for FY

2075/1,6, conditional on the operations of the private sector investment projects and the modest but

stable Erowth of demand for tourism and financial services.

Figure 1: Cayman lslands' Real GDP Growth (%)
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lnllirtion llatc. A gradual improvement ofthe population level in the out-years as construction projects

pick-up, along with a moderate US inflation, is assumed to slightly push domestic inflation in the

succeeding fiscal years (see Figure 2). For FY 2073/1,4, inflation is forecasted at 2.1 percent. Barring
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sharp price increases in US goods and domestic housing rentals, inflation is expected to inch up with
construction demand at 2.3 percent in FY 2014/15 and inch upward to 2.6 percent in FY 20t5/t6.

Figure 2: Cayman lslands' Inflation Rates (%)
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Employment. Local employment is assumed to have a lagged response to forecast output growth. New

employment is expected to emanate from construction projects and in other local services with strong

linkages to the envisioned private sector projects.

Unemployment rate is forecasted at 6.1 percent in FY 2OL3l:-,4, followed by gradual improvements to
5.8 percent in FY 2014/15 and 5.5 percent in FY 2015/15 (see Figure 3).

Flgure 3i Cayman lslands' Unemployment Rates (% of Labour Force)
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Sustained improvements in the employment level are expected in the next three years to 38,292 in FY

2015/15 (see Figure 4).
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Figure 4: Cayman lslands' Employment Level
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Cur|r'nt Accor.lnt, Forthe financial year2013/74,the deficit on the current account ofthe balance of
payments (BOP) is expected to improve to 16.8 percent of GDP. lt is assumed that Browth in imports

and remittances will underperform changes in inflows from tourism boosted by the medical tourism and

financial services of the previous year.

In the next two fiscal years, the current account deficits are forecasted at 16.2 percent of GDP and 16.3

percent of GDP respectively (see Figure 5). These forecasts are premised on the growth of current

account inflows outperforming the growth of outflows. lt is assumed that the target private investment

projects will induce income inflows that will offset increases in imports and remittances.

Figure 5: Cayman lslands' Current Account of the Balance of Payments

(% of GDP)

Source: Cayman lslands Government (Economics and statistics Office)
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3. Medium Term Fiscal Plan

Economic and Fiscal Objectives

Supporting Education and Training our People:

In order to grow the economy while maintaining social harmony among the local resident population,

the Government intends to continue in the support, education and training ofour people.

our economy currently generates approximately 35,000 jobs. The Caymanian work force represents

approximately 43% of that amount, yet unemployment among Caymanians in the work force is greater

than 9 percent.

In the domestic economy, economic activity is generated in two primary areas:

) Public Sector spending/consumption; and
) Private Sectorspending/consumption.

The Deputy Governor is leading an initiative to gradually reduce the size of the Public Sector relative to
the overall economy; therefore, in order to grow the economy there will be a need for greater Private

Sector consumption and spending.

rlmplement Public Sector
Review Recommendations

.Privatise non-core
servrces

tsocial services reform

. Enhancement of our
Airport and Cruise
facilities

.Management ofour
waste

.expansion ofour road
infrastructure

.Diversiry through
Medical and Sports
Tourism

.Complete physical I
olant for new schools '

.continue successful
training programs

.lncentivise
employment efforts

.Provision of a secure

growth
.lncentivise
entrepreneurship

.lntroduce targeted
policies to stimulate
growth
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The Government will not support a policy which entails vast inflows of immigrant workers to support the

Private Sector if local Caymanian workers are unable to participate, We will build on our successes in

education and produce an increased number of Caymanians with five or more Level 2 passes and other

accredited Technical Vocational qualifications. This will produce higher skilled Caymanian workers who

are able to fully participate in the economy. The Government will also ensure that our labor policies

continue to be intricately linked to our training and scholarship programs,

Over the past 3 years, the Government has invested hundreds of millions in the provision of Education

for our people. This includes new physical plant, improved standards and outcomes in early years,

primary and tertiary years as well as Vocational and Scholarship programs.

As the Government continues to strive for inward investment and growth in our economy, it is

paramount that we continue to prepare our present and future generations to participate in the

opportunities that flow from those efforts. A good education system is critical in that preparation.

The Government is therefore resolute in its commitment to prepare its people to avail themselves of
present and future opportunities and to be able to fully participate in the success of the Cayman lslands.

To this end, specific changes to our immigration policy will be carried out to ensure harmonious groMh

and balance in the economy; the capital program to modernize the physical plant for education will be

completed; and we will continue with successful programs such as the Passport2success, the Superior

Auto apprenticeship program as well as other targeted training initiatives, while introducing new ones

to assist a number of individuals to attain self-sufficiencv.

Working together through
PPPs:

The Government, as part of its fiscal

policy, intends to support
Public/Private Partnerships (PPPs) for
the orovision of much needed

infrastructure. The Government

considers the Cayman lslands

fortunate to have partners who,

sharing in the positive outlook for our
Country are willing to invest

significant sums for the provision of facilities such as Cruise Berthing, Waste Management, Roads and a

Hospital. In line with the FFR, this form of alternative financing can count towards the national debt.

Partnerships

2013/14 Strategic Policy Statement
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The Government intends to fully capitalize on these opportunities as they provide the potential for
significant economic activity, provision of employment and maintenance of competitive advantage in

the key sectors of tourism and local commerce. These opportunities will also provide more cost effective

healthcare; increased activity for struggling merchants; higher occupancy in our local rental housing

markeq and much needed Government revenues through increased imports and other consumption-

based fees.

In order to incentivize and encourage these investments, the Government intends to implement policies

to reduce, and where possible, remove bureaucracy in order to more efficiently and effectively facilitate
these imminent projects. lt will provide concessions where necessary - foBoing modest short term
revenues in favor of the substantial long term benefits that these investments will bring to the people of
the Cayman lslands.

Stimulating Private Sector Growth:

The Government recognizes the importance

of supporting the Private Sector as the agent

of economic growth. The United Democratic

Party Government has therefore incorporated

that philosophy as an explicit component of
our medium term fiscal policy.

ln order to further enhance the Private

Secto/s efforts to drive oositive economic

change, the Government intends to take the
following key measures:

Support small business and entrepreneurs by facilitating increased access to capital through
the banking and credit system;
Provision of a highly trained workforce through enhanced education and training;
Removal of barriers to employment and disincentives to work;
Provision of key infrastructure for Transportation and Tourism;
Facilitate partnerships by providing incentives to potential investors;
Review immigration policies to ensure their conductivity to commerce;
Provision of Legislative Frameworks to promote businesses;

lmprove consumption through increased tourism and balanced growth;
Reduce cost of doing business through more efficient public administrationi
Maintain the Cayman lslands as an attractive place to live and worki
Maintain our competitive edge through continued vlgilance in our Financial Services Sector;
Facilitate Infrastructures development such as berthing facilities, airport facilities, medical
facilities and additional room stock to promote tourism;
Continued pursuit of sports tourism and medical tourism to boost visitor numbers;

2073 /I4 Stategic Policy Statement
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Opening of new gateways to Panama, Dallas and direct international flights into Cayman

Brac to improve trade opportunities and visitor numbers;

Enhance the Cayman Brac Airport to increase direct flights and visitor numbers;

Shifting of certain non-core Government services to the Private Sector and reduce

Government's competition with that sector where that now occurs; and

lmplement an effective offender reintegration program to reduce recidivism and instances

of crime against commercial and private interests.

In stimulating the private sector, the Government will also continue to further enhance an aggressive

crime reduction strategy to reinforce investor confidence and uphold the rule of law.

Refbrming the Public Sector - essential fbr future sustainability:
The Government also intends to continue with its support for Public Sector reform in order to improve

efficiency. This process involves three distinct phases.

E
The Government carried out 3 rounds of Public Sector efficiency reviews and a fourth is

currently underway. Those reviews identified several opportunities for reducing Public Sector cost over

the medium term.

Total dollar value identified as of 31't March 2012 was ClS57.8 million. Of this amount, cabinet

evaluated and accepted 523.6 million and 531.8 million is expected to be presented to Cabinet for

further review and evaluation during the second quarter of fiscal year 2012/13.

Several of these measures have already reached the implementation phase with tangible savings

realized. Those measures have enabled the Government to provide enhanced provisions for national

security in order to comply with aspects of the new Constitution (such as new Office of Director of Public

Prosecution and various Commissions), meet the demands of increasing global healthcare costs, resume

contribution to the Past Service Pension Liability as well as provide additional social assistance without

significantly increasing Public Sector expenditure levels.

The Public Sector "emoluments bill" is the single largest component of the Government's overall

expenditure budget. Therefore, in order to reform and reduce the size of the Public Sector to

sustainable levels, an additional element of personnel reduction will be necessary. The Government is

2Ol3 /14 Svate9ic Policy Statement
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supportive of the Deputy Governor in reducing the size of the service by approximately 10% over the
next 3 years.

While the Government has been able to reduce the number of employees in the service by 5.5% over
the past 3 years (see Figure 1 below), a more aggressive reduction was not pursued as the Private Sector

simply did not have the capacity to absorb any sudden influx of workers transitioning from the Public

Sector.

With Caymanians representing close to 75% of Public Sector workers, the result would simply be a

transfer from the annual "emoluments bill" to the annual "social assistance bill."

The reduction of 250 employees in the Service decreased the overall personnel cost. However increases

in global health care

costs and the

resumption of annual

contributions of
approximately S15.0

million to the Past

Service Pension Liability

obligation served to
offset a significant
portion of those savings.

This is a tremendous

accomplishment and

shows the Government's

commitment to prudent

fiscal management.

Figure 1 Changes in the number of Core Government employees

Possible changes to the Public Service Pensions plans will likely involve an increase in the retirement age

from the current 60 years of age to as high as 65 years of age. The Portfolio of the Civil Service and the
Public SeNice Pensions Board will be conducting the reviews and are expected to make

recommendations to Cabinet for amendments during the 2012/13 financial year. The necessary annual

contributions over the forecast period will be updated upon completion of the reviews - and in time for
inclusion in the 2013/14 Budget.

During the 2010/11 fiscal year,42l employees left the Core Government, this represented 11.6% of the

average number of employees (3,620) for the year. With that level of turnover, the Government sees

significant scope for a material decrease in Public Sector workers via the attrition process over the
medium term.
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However, as noted earlier, the Government's policy initiatives must be done with due care and

economic shocks must be avoided. Therefore, in our context the growth of the Private Sector and the

reduction of the Public Sector are not mutually exclusive, rather, we believe they are mutually

dependent.

The forecast operating performance over the medium term shows Public Finances on a positive

trajectory. lmportantly, the revenue projections incorporates a "central risk" scenario whereby the

calculated amounts expected from existing revenue streams were discounted by 25% in order to allow

for unforeseen circumstances. lt is further conservative in that it assumes no substantial increase in

volumes over the medium term and no additional revenue measures beinq introduced.

Similarly in regards to expenditure, a provisional sum of S27.1 million has been included in order to

mitigate potentialfuture increases in healthcare costs. In addition to savings from the phased reduction

in the size of the Clvil Service, the Government also plans to:

> Pursue the merger of certain smaller Statutory Authorities and Government Owned Companies;

i:|jr€r(.r5t {Jpret ating (11+t,".ien I

Coercive Revenue

Sales of Goods & Services

lnvestment Revenue

Current

sgqss9
58,682

zt5
Note 1 649.454

250,885

87,773

7,511,

25,m6

3ZUL
454

r08,4@

18,9ss

328L6

17

{r"87s)

2014/L5 2075/L6

ffi,242 621,,973 634,7M

59,947 61,216 62,485

zLJ Zr5 1t3
N2 697,402

245,777 243,730 244,438

77,ar4 77,0t4 77,014

6,76L 6,761 6,761

2s,w2 2s,m2 2s,@2

30,918 29,703 28,621

446 44 435

106,410 117,794 118,683

79,426 19,777 20,98
30,726 29,726 28,726

25 31 36

(1,87s) {r"87s) (1,87s)

r24

otal Revenues

Net

Personnel Costs

Supplies and consumables
Leases

Depreciation

Finance Costs

Litigation Costs

Outputs from Statutory Authorities and Government Owned
Companies

Outputs from Non-Government Output Suppliers
Transfer Payments

{Gains)/losses on foreign exchange transactions
(Profit/Loss on Statutory Authorities and Government
Owned Companies

Other Ooeratins Exoenses

Note 2 567
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) Further consolidate its lease estates through increased occupancy of the Government
Administration Building;

F Explore the introduction of volunteer Fire Fighters (similar to the Special Constabulary for the
Police) in order to reduce the level of overtime at the Fire Service;

) Self-insure against the risk of loss for certain assets thereby reducing Government's annual
insurance costs by approximately S3.0 million;

D Centralize procurement; and
> Change the current benefit schemes for new Civil servants.

Forecast Operating performance by Ministry/Portfolio/Office

Portfolio of lnternal & External Affairs
Portfolio of Portfolio of LegalAffairs
Ministry of Finance Tourism & Development
Ministry of Health, Environment, Youth Sports & Culture
Ministry of Education, Training and Employment

Ministry of District Admin Works, Lands & Agriculture

Judicial Administration

Cabinet Office
Audit Office

83,2r4

974

465,9t4
q q?q

76,6r
6,O75

9,92r
720

86,2@
qoq

26,297

6,057

655

80,7L3

6,26
10,13s

735

88,054 89,848

x,0x6 7,037

26,818 2t,339
6,185 6,3L2

669 682

82,354 83,994

6,337 0468
r0,y9 10,563

75L 766

forAll a97
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Internal & External Affairs
Portfolio of Legal Affairs
Finance Tourism & Development
Ministry of Health, Environment, Youth Sports & Culture
Ministry of Education, Training and Employment
Ministry of District Admin Works, Lands & Agriculture
Judicial Administration

Cabinet Office
Complaints Commissioner
Audit Office
Portfolio of the Civil Serice

Ministry of Community Affairs, Gender and Housing

Inf ormation Commissioner
Director of Public Prosecutions

office of the Premier

Less Audit fee eliminations

75,84L

6,349

756,766

6L,745
qt 1q)

8136s
10,013

10,263

695

2,2&
20,570

38,656

586
) 7)a

8,432

74,@2

5,103

58,577

61,610

91,090

72,U3
9,838

10,203

679

2,226

20,555

37,988

578

2,703

4,727

72,97s 72,66t

5,034 5,011

5&139 58,046

6,492 74,188

x,296 90,020

72,132 71,,970

9,779 9,142

10,090 10,050

677 668

2,L9 2,790

22,N8 25,317

37,822 37,762

570 567

2,673 2,63
3,797 2,193

The above performances are based on distinct measures which were agreed by the UK Foreign and

Commonwealth Office in setting the 3-Year framework for Public Finances. lt also shows the Ministry of
Finance as a separate Ministry (combining Public Finance and Financial Services) starting in lhe 2073/L4

fiscal year. This measure is provisional andwill be dependenton the exact composition ofAgencies

following the May 2013 General elections.
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Current
Assets 20L

Cash and Cash Equivalents

Trade Receivables

Other Current Assets

779,720 79I,427

30,9M 27,9U
278,W 377,n2
25,rM 2z@
L

otal Current Assets o29 3L7.610 7M

Current Assets

Loans

Net Worth ' Public Entities
Property, plant and Equipment
Other Non-Current Assets

42,267 34,767 39,767 N,267
269,M9 292,396 3L5,743 339,090

L,O36,297 7,038,749 \M17a7',J.,0A4,285
7

otal Non-Cunent Assets 7@ 7,M.7@ 7.429

otal Assets 793 1,721.719 1.846.658

Uabilities
Trade Payables

Unearned Revenue

Employe€ Entitlements
Current Portion of Borrowings

24,172

1&s68

Ll,327
26,39s

27,n2
20,424

9,47L
26,36r

19,672 La,772

23,068 2s,6a
8,524 4,027

25,374 20,015

Other es and Accruals 2U 38.681

Current Liabilities 943 922

Liabilities
Unfunded Pension Liability
LongTerm Portion oi Borrowings

201,083 207,083

549,m5 522"678

92 92

207,M3 207,@3

498,29t 483,635

92 92Other Non-Current oavables and accruals

otal Non-Current Liabilities
otal Liabilities 762

Assets 637.778

97,M7 I04',MI t17,447 718,447
Accumulated

otal Net Worth

The Statement of Financial Position shows a steady increase in Cash and Cash equivalents over the
medium term with a marked reduction in Core Government debt over the same period. Those positions

will be made possible by the forecasted improvement in Government's operations and the resulting
surpluses expected. The combination of these factors will serve to substantially increase the net-worth
of the Core Government whilst instilling continued investor confidence in the strength of the Cayman

lslands Public Finances.
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Flow from Operatins Activities 4 2074t15

Operating Cash inflows
Coercive receipts 590,557 ffi,2& 627,971 634,1U
Other 6

65Total ODeratinP Cash inflows

Operating Cash Outflows
Personnel related payments l2so,grxl (24s,796]. (243,749) (24r'.,457]-

Other Pavments 287

Total ODeratins Cash Outflows
Cash Flows from Ooeratine Activities LO7.86t 147.4N 16t427

Flows from lnvestins Activities
Investint Cash inflows

Proceeds from Loans and Investments r,7s7 tr1m 10m 9@

Dividends and CaDital withdrawal
Total investinr Cash inflo$/s

Investing Cash Outflows
Purchase of Property Plantand Equipment 132,6671 1275@\ (2&000) (27,500)

Loans and Investments {1,238) (1,100) (X000) {900}
iniection in Public Authorities

Total Investinc Cash Outflows 5

Cash Flows from Investins Activities

Flows from Financinc Activities
nt of 374

Cash Flows from Financine Adivities 3741 (20,015

lncrease in Cash and Cash 200 72,107 99,094

Cash and Cash Equivalents at the besinnins of the 720 408

and Cash Equivalents at the end of the 720 408 377,sO2

The Forecast Statement of Cash Flows shows a positive cash intake tra.iectory (which will be fueled

primarily from economic growth) coupled with a declining annual outflow for recurrent operations.

The resulting positive cash flows from Operating Activities will be used to fund the Government's

modest capital program, provide ongoing support to Statutory Authorities and Government owned

Companies and repay public sector debt. Cash remaining will be to used increase the cash reserves of
the Country.

The projected cash intake is modest and carries with it a discount factor which provides for unforeseen

circumstances. The Government is therefore confident of its oroiections.
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B Loa n f 10276203 Tra nch e 1

B Loan # 10330158 Tranche 2

Loa n # 10331239 Tra nch e 3

# 10249656 Tra nche 4

Loa n # 10207828 Tra nch e 3

Loan # 10123355 Tranche 2

Loan # 10090596Tranche 1

B Loan # 10017714

n lnv. Bank Loan 8.0244

lnv Bank Loan 8.0056

The forecast Statement of Borrowing reflects the Gove.nment's policy of zero borrowing and reduced

Public Sector debt over the medium term. lt shows that between 2OL2/L3 and 2015/16, the

Government intends to repay approximately 598.1 million in principal on the current balance

outstanding. lt also shows that over the forecast period, 7 of the 17 debt facilities (or approximately

41.%) presently being serviced by the Government would have been extinguished.

The result would then allow the Government to comfortably begin servicing its 2010/11 Loan facllity as

well as begin to set aside funds towards offsetting a portion of the 2009 Bond while still staying within

the relevant debt management ratios.

Additional details on the Government's overall debt management strategy are provided later in this

document.
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Accumulated

Reserves us/(Deficits) Total

at 30 June 2012 44 466

Restated Balance 44

in Net Worth for
Transfers

Net diredlv in net worth 585

252us for the
Total recosnized revenues and ex nses for the Deriod 6/

atJune :loth, 2013 97.447 631.7L8

atJune 30 2013

Restated Balance 97.441 2n 637.778

in N€t worth for
Transfers 7

Net revenu in networth 7.000

us for the period r24,3L3 313

Total recosnized revenues and for the 7.000 1r7.3!3 5_tl

at June 30th, 2014 44L 657.590 762.031.

at June a) 2014

Restated Balance 44L 657

ln Net Worth for
Transfers 7,W

Net revenue/expenses zed directlv in net worth 7,@0

SurDlus forthe oeriod 201

Total recoenized revenues and for the Deriod 7.@0

at June 3oth. 2015 ML

441

at June :n 2015

Restated Balance

in Net Wonh for
Transfers 7,m0

_-
954

Net revenue/exDenses zed directlv in net worth 7.000 7

forthe oeriod 954

Total recognized revenues and enses for the 7,W L37.954 954

atJune :nth. 2016 MI 8M 285

The forecast statement of changes in Net Worth shows an improving position for the Government which

is primarily the result of operating surpluses over the medium term.
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! i,i. litrLiitiiirr.'

ng Surplus : should be
positive

(Operating surplus = core government
operating revenue - core government

7.7'18 mil

Net Worth: should be positive

(Net worth = core government assets -
Borrowing: Debt servicing cost
the year should bo no more than
l0% of core govornment revenue
(Debt servicing = interest + other debt
servicing expenses + principal
repayments for all public debt and

Does Not
Comply

Debt servicing =

Does Not
Comply

Debt servicing
= 12.6 o/o

Does Not
Comply

Debt servicing =

Complies

Debt
servicing =

Does Not
Comply

Net debt =

Net Oebt: should be no more than
8070 of core government revenue
(Net debt = outstanding balance of
core govemment debt + outstanding
balance of self-financing loan balance
+ weighted outstanding balance of
statutory authority/government
company guaranteed debl - core
govemment liquid assets net of

Complies

Net debt =
38.3 0/o

Net debt =

Complies

Net debt =

Complies

Cash Reserves should be no less
than estimated executive expenses
for 90 Days: (cash reserves are
defined as the lowest balance of liquid
funds at the disposal ofthe Cayman
lslands Govemment during the fiscal
years that are not be pledged against
budgeted expenses or liabilities of any

Does Not
Comply

Cash reserves =

Does Not
Comply

Cash reserves

= (19.7) days

Does Not
Comply

Cash reseryes =

Complies

Cash reserves

Financial risks should be managed
prudently so as lo minimize risk Complies

Adequate fiscal
and risk
management
plans are in
place
Hurricane
Preparedness
Strategy in

Complies
Adequate fiscal
and risk
mana9ement
plans are In
place
Hurricane
Preparedness
Strategy in

Complies
Adequate
fiscal and risk
management
plans are in
place
Hunicane
Preparedness
Strategy in

Complies
Adequate
fiscal and risk
managem€nt
plans are in
place
Hurricane
Preparedness
Strategy in
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The ratios on the preceding paBe were all calculated in accordance with the new Framework for Fiscal

Responsibility {FFR). The ratios under this agreement are significantly more prudent than those

previously prescribed by the Public Management and Finance Law.

Areas of significant differences are as follows:

Public borrowing now includes the capitalized value of all alternative financing transactions (including

PFI/PPP arrangements) that will place future financial obligations (in terms of increased expenditure or

reduced revenue) on the Cayman lslands Government.

Debt Service is now defined as annual payments resulting from public borrowing commitments and

finance leases or any other form of borrowing. This includes all borrowings of the entire Public Sector

and not just those of the Core Government. lt also includes any other debt guaranteed by the Cayman

lslands Government

liguid Assets are now defined as the lowest balance of liquid funds at the disposal of the Cayman

lslands Government during the fiscal year. These funds should not be pledged against budgeted

expenses or liabilities of any form. That means, monies set aside into a sinking fund for debt repayment

cannot be counted. Liquid assets also now exclude funds held under the Mutual Legal Assistance Treaty,

Environmental Protection fund or any of our other restricted balances except the General Reserves.

The above definition of Liquid Assets also affects the Net Debt ratio calculation as the cash which is

deducted from outstanding debt in the calculation would be less once all the exclusions above are taken

into account.

Notwithstanding the heightened level of the fiscal bar, the Government's medium term fiscal plans

shows forecast compliance with all ratios by the target date of June 2016.

It shows projected cash reserves of over 120 days whereby the requirement is for 90 days. lt shows a

Net Debt ratio of 38.3% which is well below the maximum allowed of 80%. lt shows a comfortable

surplus of approximately 5145 million and a debt servicing ratio of 9.9%.

Achievement of this forecast will require the continued careful management of a prudent Government.

The path is credible, achievable and will place the Cayman lslands in an even stronger financial position

going forward.
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Expenditure Allocation by Minister and Official Member

Premier (Office of the Premier)

Premier (cabi net Of f ice)

Minister for Flnance (Ministry of Finance)

Ministry for District Admin Works, Lands & Agriculture

Ministry for Education, Training and Employment

Minister for Community Affairs, Gender and Housing

Ministry for Health, Environment, Youth Sports & Culture

Minister forTourism & Development
Deputy Governor (lnternal & External Affairs)

Deputy Governor (Portfolio of the Civil Serice)

Attorney General (Portfolio of Legal Affairs)

Attomey General (Judicial Administration)

Attomey Generdl (Diredor of Public Prosecutions)

Public Accounts Committee (Audit office)
Oversight Committee of the l-egislative Assembly

{Complaints Commissioner)

Oversight Committee of the Legislative Assembly

4,727

10,203

93,502

7Lg3
91,090

32988
61,610

54,577

74,@2

20,555

1103
9 838

z703
2,226

3,t97 2,793

10,090 10,0s0

9t,u4 90,639

72132 71,910

fi,296 90,020

37,822 37,762

6,492 74,t88
s8,r39 58,046

74975 72,6L
22,M 8,317

'O4 
5,011

9,779 9,742
2,673 2"63
2,199 Zl9o

Less
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Capital Allocation by Minister and Official Member

Premier (Office ofthe Premier)

Premier (cabinet office)
Minister for Finance (Ministry of Finance)

Ministry for District Admin Works, Lands & Agriculture
Ministry for Education, Training and Employment
Minister for Community Affairs, Gender and Housing

Ministry for Health, Environment, Youth Sports & Culture
Minister forTourism & DeveloDment
Deputy Governor (lnternal & External Affalrs)
Deputy Governor (Portfolio of the Civil Serlce)

Attomey General (Ponfolio of [egal Affairs]
Attorney General (Judicial Administration)
Attorney General (Director of Public Prosecutions)

Public Accounts Committee (Audit Off ice)

Oversight Committee of the Legislative Assembly
(Complaints Commissioner)

OversightCommittee of the Legislative Assembly

5m
5m

1,200

&80s
7,503

70,992

4000
156m

1350

5U

for All
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Annual
Loan CUR Origin Amount orBullet Balance KYD P.ilcipalKYD ft|te

FCIB 1011Loan Facilitv '
2009 Bond Offering

| 19lA$/n
24lNovl09

AMR

IBUL I
,7y,224,457

261,3m,0@
5.4W.
s.9s0096

lm3 Bond lssue U5D 8lAD 03 163,200,0m AMR 9,677,978 9,112,0m 5.30@v. SlADrlu
FCIB Loan # 10276203 USD 26lOcr,l07 47,159,962 AMR 275@.97 2,620,N2 4.25Wo 77/Febl22
FCIB Loan f 10330158 U5D 24lJual0a 45,5*,fiA AMR 27.866.658 2,533,335 4.2Wo 2a/tu!/a
FCIB Loan S 10331239 USD 2lJunlB 62,999,9s0 AMR 38,499,989 3,s00,003 4.250c'1 24/lull22
FClE Loan , 10249656 U5D 291lunlu 15,599,964 AMR 4,474,W! 1,624,W 2.AzWo 3OlJun/7!
.ClB toan S 10207828 usD t4/Dec/6 11,999,990 AMR 3,888,890 t,lll,ttl 3.2W" r4/Dec/1:
:ClB Loan f 10123355 USD 23lNov/05 28,800,000 AMR 13,200,011 1"6@,001 5.5800/" 3olNov12(
FCIB Loan S m90596 U5D 29.llunl06 77.W.W AMR 4,498,992 15@,m1 4.U75% 3ollrnlTS
FCIB Loan S 10017t3 U5D ?Ollunl04. 9,606,300 AMR 2,qt577 8m,s26 5.UWo 3ollunl]l
:ClB Loan f 10017722 USD 3OllunlM 4,722,ffi AMR 2,L80.,@ n6,w 5.045096 3Ollunlll
FCIB loan f 10017714 USD 30/lunlu 9,600,000 AMR 16m,ml 800,m1 5.O2W6 30/lunl74

4. Public Sector Debt Profile

Core Government Debt Profile as at 31" August 2012

' Principal repaymentdeferredfor5years

Ca$nan blands Govemmert
Self-Fln.ndng Oebt PoJtiollo

As at 31 August A'lil

Date of
Cunency GuEnteed? Orleln

('iginal Amo.liz€d ot
Anount Bullet

C|rirenl Annual
Belaice fiO Prlncloal KYO

Inteaest Malurity
detetoan r3te

:adbbean Development

lank loan WSF tJSD NO AOeclgT JSs5,369,719.2 Amorti2ed 773.M 374,76
variable

uodlLt
:urcpean Investrnent
lanl Loan &0244 EUR NO !AuElaJ EUR6s8,m.fi Amoni!ed 375,130

% Based
1.0@096

LSlMayl2l
European Investrnent
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,5.lAerl2l
European Investment
Bank toan &fi)56 EUR NO rUFeblffi €uR330,m.d Amortized ,472

% Based
1.(m,6

1/Feb/Ls

The tables above shows the current debt profile of the Core Government as at 31" August 2012. lt
discloses the date of origin, amounts outstanding, current interest rate and expected date of maturity.

The Government remains amenable to the consideration of opportunities to review the Debt Portfolio
where such opportunities result in lower debt servicing costs. This is done on a periodic basis in light of
market conditions at the time.
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The table above discloses information on the Debts held by the various Statutory Authorities and

Government Owned Comoanies,

Similar to the disclosures for the Core Government, it shows the lenders, original amount, outstanding

balance, annual principal, interest rate and expected maturity date.

In many instances, due to the structure of the loan, the annual principal payment will vary; however, the

position shown is as at 31't August 2012.

As Public Finances improve and based on prevailing market conditions, the Government periodically

reviews the current stock of Debt held with the view of lowering the cost of service and finding

synergies and efficiencies where those exists.
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Future debt management strategy
The Government's medium term debt management strate8y is quite simple; we will continue to reduce

the outstanding balance of our current Debt Portfolio while avoiding the need to incur further debt.

Presently, the principal balance on outstanding debt is declining at a rate of approximately 5% per

annum. That means, broadly speaking, if the Government continued on the current repayment rate
while financing its capital program from surpluses instead of borrowing, the Country could be debt free

in a little over 20 years.

Whilst the Government debt profile table shows majority of the loans in the Debt Portfolio evenly

amortizing, it should be noted that presently, the Government intends to refinance the 2009 Bond when
it matures in 2019.

On the current trajectory of public finances, by 2019, the Government, if it chooses to, should be in a
position to settle the 2009 Bond at the time of maturity, however, that would leave the CountMs cash

reserves at a significantly depleted level and would also ignore the concept of intergenerational equity.

The Assets acquired from the proceeds of the 2009 Bond are expected to have useful lives of up to 50
years. The Government therefore does not believe that the current generation of tax payers should be

overly levied in order to completely extinguish the debt in the next 7 yeart rather, the contributions to
the servicing of the present Debt Portfolio by current tax payers should be recognized and the burden of
servicing the 2009 Bond should be shared among the future beneficiaries of the Assets it acquired in

order for there to be equity.

The charts on the next page show the projected trend for the Net Debt ratio and Debt Servicing ratios.

The information used in calculating the ratios are credible, they conform with the Framework for Fiscal

Responsibility, they are prudent and they provide the Government with a challenging but most
importantly achievable goal to work towards over the medium term.

The Government has long recognized the need for prudent debt polices. This is why the ratios currently
enshrined in our legislation were established at such conservative levels, When one compares the Net

Debt to GDP and the Debt Servicing ratios of the Cayman lslands to other jurisdictions, it shows the

Cayman lslands performing far better than most other world economies.

Careful fiscal management will have to be employed in order to achieve all the scenarios outlined.
However, the Government is confident in its projection and with a steady hand at the wheel, will steer
the Economy with the necessary prudence to make the projections a reality.

2Ol3/74 Svategic Policy Statement
Page 32



Cavman Islands Government

74.OO%

72.OO%

70,oo%

8.60/0

6.6%

4.6Vo

2.@Yo

0.00%
2O17/2072

-BorrowingRatio 
77.20%

2074/2015 2O1s/2O76

71.90% 9.X%

Debt Servicing Ratio

207312O14

77.9e/o

a,:c
O

oc
E
oE
E
tu

a,cl

2012/2073

72.60%

j

l

I

I

l

i oa
ot>toic

ioio!ar6
cio

io
ta

Net Debt
720.OMo

l@.OMo

80.00%

60.00%

40.oo%

20.OOYo

0.00%
2O13/2Ot4 207412075 2Ot5/2Or6

7 4.5OYo 56.6OYo 3a3O%

ZO13 / 14 Strategic Policy Statement
Page 33



Ca an Islands Government

5. Accounts Receivable Aging Summary as at 31't August 2012

6. Liability Management Plan

Past Service Pension Lia bilitv
The Public Service Pensions Law 1999 established a Defined Contribution pension scheme for all Civil

Servants joining the service after that date. Prior to the introduction of that Law, Civil Servants

participated in a Defined Benefit pension scheme, but this plan is closed to new entrants. Many other

Public Servants, who are not Civil Servants but are employed with Government owned Companies and

Statutory Authorities also participate in these plans.

There are similar but separate plans for the Parliamentarians and Grand Court Judges. The Public Service

Pensions Board currently manages a pension fund for Civil Servants and other Public Servants who are

participants in the Public Service Plans. The pension obligations arising from these plans as well as future

contrlbution requirements are actuarially valued every 3 years in accordance with the Law.

As at January 1., 2011, (the last actuarial valuation date) the net position of the funds showed an

unfunded past service liability of C15178.3 million. The Government included approximately ClS15.0

million in the 2012/13 Budget as a contribution towards that liability, the medium term plans of the

Government includes an annual contribution of ClS15.0 million over the next 3 fiscal years. Possible

changes to the Public Service Pensions plans will likely involve an increase in the retirement age from

the current 60 years of age to as high as 55 years of age. The Portfolio of the Civil Service and the Public

Service Pensions Board will be conducting the reviews and are expected to make recommendations to

Cabinet for amendments during the 2OL2h3 financial year. The necessary annual contributions over the

Cunent Pastoue Palt Due Pdtoue P6t Doe Pasl Due P6t oue

1-3oDeys 31-6(}DaF 61-90Daye 9-1&OaF ffi-360Days 361+ Days
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forecast period will be updated upon completion of the reviews - and in time for inclusion in the

2013/14 Budget.

Past Service Health Care Liability
ln addition to the Pension Liability, the Government also recognizes its obligations for the future health

care costs of Public Servants who earned that benefit based on their prior service with the Government.

Previously Public Servants who worked for a minimum of 10 years with the Government would be

entitled to a health care benefit upon retirement. However, the Public Service Management Law now

requires that the employee retire from the CivilService with ten years of qualirying service inorderto
be eligible for free postretirement healthcare in the future. lt should be noted that this plan is now

closed to other Public Servants.

An actuarial valuation was previously carried out to quantifi/ the Health Care Liability obligation; this

valuation has not formally been recognized on the Statement of Financial Position as it is significantly

outdated.

The Government has engaged the services of an Actuary to carry out a new assessment, the results of
which are expected in 2013. Once this is forthcoming the Government's medium-term fiscal plan will be

adjusted to take the result of the assessment into account. In the interim, the Government has allocated

an additional provisional sum of ClS27.1 million, over three (3) years, to address future increases in

health care costs as well as the cost of its obligations to retirees. This is in line with projected increases

in costs forecasted by ClNlCO.

7. Capital Investment Plan

The Government will continue its prudent approach to Public Sector capital development over the

medium term with specific emphasis on affordability and need.

During the period covered by this SPS, provisions are included for:

> Maintenance and improvement of our road network on Grand Cayman and Cayman Brac;
) lmproved facilities for Cayman Brac and Little Cayman through the continuation of the Cayman Brac

Emergency shelter and multipurpose hall;
> Continued Investment in the provision of affordable housing through expansion of existing programs

into various districts;
> Increased security at our remand facilities by continuing with the Prison rebuilding program and the

introduction of a secure youth remand facility;
> Continued investment in health care via Equity Injection to the Health Services Authority, CINICO

and expansion of District Health facilities;
> Continued expansion of our educational facilities by ensuring adequate plant assets on Grand

Cayman and Cayman Brac;
> Continued support for e-Government as a means of improving efficiency; and
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> Continued support and investment in Statutory Authorities which enhance our Tourism product.

8, Planned Revenue and Expense Measures

Plannertl P.evenue Measu!'es

Based on the current trajectory of Public Finances, the Government does not plan to introduce any new

revenue measures over the next three fiscalyears. The current projections for revenues are robust, they

adequately satisfy the planned operating and investment needs of the Government for the next 3 fiscal

vears and includes a discount factor of 25% for the new Revenue Measures in order to provide for

unforeseen circumstances. The Government therefore believes that unless there are extraordinary

circumstances, there should be no need to increase the current fees or other revenue measures over

the medium term.

Fla n ned Expenditu re Measu res

As noted earlier, the Public Service underwent 3 phases of efficiency reviews and are about to embark

on a 4th phase. As part of the development process for this medium term plan, the Government also

commissioned an internal Expenditure Review Committee to examine in detail, the planned operating

exoenditure ofthe Government and recommend ways in which those could be reduced. Those

undertakings identified several opportunities for improved efficiency and cost savings. The Government

has accepted many of the recommendations and intends to implement them over the short to medium

term.

Among the various measures proposed and accepted by the Government are:

Housing assistance program to be discontinued

Pride program to be reduced

Nation Building program to be reduced

Attrition in the Civil Service

Centralization of Procurement

Consolidation of Statutory Authorities

lmproved risk management

Reduction in interest cost through debt repayment

otal

3,690)

1,000)

1,800)

s,000)

2,387],

4,900)

3,000)

(1,000)

(4000)

(1,000)

(4000)

L,9231 (1,21s) (1,082)

The civil Service is striving to make further efficiencie s,lrom 2074/15 onwards, over and above the

Expenditure Measures shown in the above Table. The Budget Delivery Committee is tasked with

assisting the Civil Service with this objective and will bring forward recommendations to Cabinet.

275
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9. Broad Outcome Goals

Creatlng a Vlbrant Yet Stable and Suslalnable Economy

. Raise awarensss and create a positive impression of the jurisdiction as a prefensd investment location and
excellent place to do business

. Ensure that the Cayman lslands continue to moet or exceed cunent and evolving intemational standards
affecting the financial services industry, including those standards set by the CFATF, OECD Global Forum and
other intemational standard sefting bodies

. Maintain a highly effective rogulatory environment to aftract users and providers of financial services

. Continue the development and implementation of a strategy for maintaining sustainable gtowth in the Cayman
lslands Stock Exchange Limited {CSX) listings

. Explore the viability of new and sustainable economic activitias for the Cayman lslands

. Continu€ to support local businesses, to enhance their sustainability and poftability

. Develop and lmplement nsw immigration policies

. Attract the intersst of foreign film productions that will not negatively impact the image of the jurisdiction

. Conlinue to explore possibilities of making Cayman Brac and Little Cayman a morg vibrant and stable economy

. Continued support of the Development of the Special Economic zone

. Strengthen Cayman lslands global competitiveness as a well-regulated intemational tinancial services Centre

. Esiablishment of Auditors Oversight Committee

. Research and propose new and am€nded legislation that will provide long-term stability and advancemenl ior
our position as a transparent International Financial Centre

. Develop and implement a FairTrade Commission that would deal with uncompelitive business praclices

. The implementation of Human Rights Legislation in accordance with the Constitution
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/ Settlng tho StagB tor Succs.s in lha Tou.bm lndGtry

. Continued implemsntation of the NationalTourism Managsment Policy

. Management and enhancemont oflhs image of tho Cayman lslands Tourism Brand

. Continued development of Human Capitalforthe Tourisrn Industy

. Managemenl of an environmental program ior the tourism sector

. Develop policies which support the sustainable development of the Tourigm Indusw

. Support the development of n€w cruise ship benhing faciliti€ in the Cayman lslands

. Conlinue the upgrade and expansion of Owen Roberts Intemational Airport and the Chades Kirkconnell
Intemalional Airpo( Cayman Brac and the Little Cayman Airstrip.

. lmprovo the visitor experiqnce through education, improved signage, and technological enhancsments

. Preserve and enhance lhe environment and history of tourism attraclions through physical renovations and
social awareness

. Develop nature-bassd/soff advsntur€ tourism throughout lhe Cayman lslands

. Promotion of the'Go Green' initiative to establish the Cayman lslands as a premier eco-tourism destination with
emphasis on Cayman and Little Cayman

. Continued support for Cayman Turtle Farm and conlinue lhe soarch for a suitable invostor/partn€r for the Fam.
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Addressing Crime and Policing

. To improve the offshore operational capabilities of the Royal Cayman lslands Police marine section

. Strengthen and enhance border control by conducting biometric checks (finger-plinting) of all intemational
passengers

. Development of a Policg Task Force

. Increase foot patrols to increase visibility of police officers

. Strengthen and enhance community and neighbourhood policing

. Inlroduction of an x-ray scanning machine for cargo containers

. lmprove the infrastructure of the Prison Services to increase security and str€ngthen the rehabilitative
capabiliiies of the correctional systgm

. Develop a Cdme Prevention Strategy

. Foster partnerships with overseas law enforcement agencies

. Establish programmes in Prison to target prisoners' criminal thinking, drug and alcohol abuse

. Inlroduction of a Prison Video link to allow remand offenders to give evidence from Prison

. Inlroduction of E- Payments and E-tickets by the Police Service

. Establishment of courts to deal with Mental Health and Domestic Vaolence lssues

. Introduction of the 1sl phase of the implementation ofthe Alternalive Sentencing Law

. Introduction of new initiatives for prisoners including: an intensive Day Supervision Programme; an annual Arts
Programme for offenders; and a mentoring programme for young and/or first time ofienders
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Developing a Wotld Class Education System to Foster Growth and to Benefit from Development

. Continusd implementation of the Education Stabilisation Plan and devolopment of a new National Strategic Plan
for Education

. Introduction of new graduation criteria for secondary schools to include academic requirements

. Phas€d completion of the new secondary schools and relocation of stafi and students to new sites

. Continued support for the effective implementation of the secondary education restructuring initiative

. Completion ofthe national primary school redevelopment programme

. lmplementation ofa comprehensive "Safer Schools' initiative, to provide school environments that are conducive
to learning for all students, including our 'At-Risk' students.

. Development of a national numeracy strategy to improve teaching effectiveness and pupil performance in
numeracy and mathematics

. Launch an Early Childhood Care and Education Unit

. Re-introduction of reception classes at primary schools

. Raising the age of entry to school to 4 years at Reception and 5 years at Year 1, to ensure that all students and
given tha best possible foundation ior a successful education

. Deliv€ry of new specialist support seruices through new Secondary unit providing specialist teaching and respile
facilities for students with Autism Spectrum Disord6r and Mental Health challengss

. lntroduction ot new and high-demand programmes within the Cayman lslands Further Education Centre
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. Develop a National Strategic Health Plan

. lmprove access to healthcare by strengthening and expanding health insurance coverage

. Enhance the capacity of the healthcare system to address mental health

. Amendments to legislation including Health Practice Law, Health Insurance and Pharmacy Laws

. Develop policies to supporl Medical Tourism

. Continue developing environmental health programs in the various districts

. Continue developing and enhancing the food hygiene and safety programs

. Develop new environmental health lsgislation

Paving a Better Way Forward for Catman Brac and Little Cayman

. Market and promote Cayman Brac and Little Cayman as a tourism destination and diversification of the Tourism
prooucr

. Develop policies to stimulate the economies of Cayman Brac and Little Cayman

. Expand and improve sporting facilities in Cayman Brac and Little cayman

. Expand and upgrade road network in cayman Brac

. Continue development of a new hunicane shelter and multipurpose hall on the Bluff, Cayman Brac

. Continue PWD vehicles and mechanical building

. Continue afiordable housing program

. Continue promotion of Agriculture including, but not limited to the Orchard, backyard farming and Green Houses

. Expand water facilities on Cayman Brac

. Expand Charlss Kirconnell Airport and Little Cayman Airport

. Continue support for the Heritage House and other Cultural activities
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Developing our Youth

. Continued support of National Employment Passport Programme, with expansion of Passport@ Success
Programme for young unemployed youth, and the development of employment initatives for other larget groups

. Introduca vibrant youth programmes including after-school and sports operated in each districts

. Continue to support Cadets undertaking the Business Technology Education Council (BTEC) Diploma in Public
Service

. Introduction ofa work related training Programme for young people

' Introduce a programme to qualiry individuals in speclfic sports

. Strengthen youth rehabilitation by implementing a therapeutic community programrne

. Introduce a range of innovative initiaiives to develop, support and invest in our people, including "unemployed
youth" and "youth at risk"

. Access the Commonwealth Youth Programme tfaining module

. Commence the conslruction of a remand facility for youths who demonstrate antisocial andor offending
behaviours

. Continue the provision of preventative and crisis intervention services

. Continuum of6are, services, and programs for children and families in crisis.

. Continue lhe provision of therapeutic intervention services and working with families to build healthy
relationshiDs

. Oevelop community development strategy to mobilize and empower communities.

. Enactment of the Children Law and Regulations

. Amendmenls to the Poor Person's Relief Law and enacting Regulations

. Amendments to the Youth Justice Law (2005 Revision)

. Amendments to the Adoption of Children Law (2003 Revision)
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Restorlng Prudont Flscal Management

. Manage Government financials within a medium to long term context

. Continue the development of econometric models ior forecasting coercive revenue

. Develop and implement a macroeconomic compilation progEm

. lmplement changes to internal governmenl proceases and structures to improve efficiency and reduce operating
costs

. Examine the possibility of divestment of some public assets

. Limit bonowings to absolute minimal levels to maintain the high Sovereign rating, fiscal sustainability and
intemational reputation

. Produce government financial statements in full compliancs with the Public Management and Finance Law

. Support the use of Private Finance Initiatives (PFl) and Public-Private Partnerships (PPP) as altematives for
tunding/developing large Public Sector capital projects - as permitted by the Framework for Fiscal Responsibility
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. Enhanced careers assessmerf, guidance and counseling services, both for schools and job seekeE

. lmplement programs to assist Caymanians in improving themselves and their communities especially those with
bankable propositions who do not have ready access lo conventional financing

' Continue offering loans through Cayman lslands Development Banks particularly for small businessss and low
income housing

. lmprove the viability of local businesses and entrepreneurial ventures through various training workshops

our Labour Market for Future Opportunities

. The launch of a new Human Capital Development Agency, to provide capacity to deliver innovative and high-quality
programmes and services that support human capital development planning, workforce preparation and the
employment needs oljob seekers and those wio want to furthertheir careers

. The launch of a new Department of Labour and Pensions, to provide a one-stop shop and more effective and
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the Lives of the Elderly and Disabled

. Expanding Residential and Day Care Services for the indigent elderly and disabled persons to ensure good quality of
life.

. Develop public relations strategy to increase awareness of caring for elderly

. Continued implementation ofa therapeutic milieu model in the residential treafnent programme

. Revise policies and procedures to reflect current client-centred best practices

. Development of a strategy to provide appropriats rehabilitation facilities for youth that will offsr treatment
programmes for substance abuse both at the community level and in a residential setting.

. Review National Policy on Gender, Equity, and Equality

. Having CEDAW (Convention on the Elimination of all forms of Discrimination Against Women) extgnded to the
Cayman lslands
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Strengthenlng our Infraatructure

Development of a National Inftastructure Plan

Continued upgrading and development of the road network

Development of affordable homes for Caymanians

Long term planning for cemetery development

Community Centre upgrades

Landfill imorovements

Continue upgrades to the Owen Roberts InternationalAirport

Suppofi the development of a new cargo facility

lmplementation of the Doppler Early Waming Radar System

DeveloDment of Parks leoislalion

. Continue to collect material evidence of artistic, historic or scientific significance to the Cayman lslands, both
lenestrial and underwater

. Assist with the development ofthe Cayman lslands first Shipwreck Preserves

. A Traditional Arts Programme (including Tradilional Thatch Work Apprenticeship Programme) for Caymanian
Masters and Apprentices

. Promolion of a national leaming culture thal creates lifelong learning through the provision of programmes and
access to historical and other information research iacilities
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. Develop a National Cultural Policy

. Documentary hedlago of the Cayman tslands through Artiive's oral hi$ory programme

. Develop intemet based acc€ss to historic public records

l0.Conclusion

The 2013/14 Strategic Policy statement outlines a framework that will restore the Public Finances of

these beloved Cayman lslands.

It is a plan that does not include any new revenue raisin8 measures over the medium term or any drastic

actions that would cause economic shock. Rather through a combination of growing cash reserves,

increased efficiencies leading to a decline in Public S€ctor Costs, declining Public Debt and enhanced

liability management, the Government has charted a path towards stability and prosperity.

The Government recognizes that reducing the Bud8et Deficit will not by itself solve our present

economic challenges, On the contrary, if the Government suddenly reduced spendin& it may serve to

exasperate the problem by reducing consumption in the local Economy while increasing the need for

social assistance.

Our economic policies are therefore designed to allow the Cayman lslands to gradually restore Public

Finances through the support of the private sector and the gradual decline of public sector costs to more

sustainable levels.

Pmmote Aquacultur€ and HyroPhonics developrnent and produc:tion

Continuo to suppod and assiat farmers on all thrBe islands
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