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GENERAL MANAGER’S STATEMENT 
 
 
Interest income from loans decreased 18% from the previous 18 month accounting period due to 

minimal new loan growth. Overall interest income decreased 8% due to an increase in interest income 

from funds held on fixed deposits. The bank was operating without a board until May 2018 therefore a 

strategic direction for new loan growth was not included in the bank’s budget for 2018. The Bank’s 

loan portfolio subsequently declined CI$4 Million through contractual principal repayments and early 

pay outs. During the period the Bank reduced its long term debt by CI$4.076 Million through semi-

annual principal payments on its remaining CI$19 Million loan facility with FirstCaribbean 

International Bank.  

 

The Bank’s operating expenses increased 3.7% overall mainly due to a 6.5% increase in salary 

expense due to the hiring of 2 manager level employees. The Cayman Islands Monetary Authority 

made it mandatory that all financial institutions should employ a full time dedicated Money 

Laundering Reporting Officer/Compliance Officer. This position was previously being performed in-

house by the Financial Controller. In addition, the bank’s IT services were outsourced on a part time 

basis. The bank’s banking platform required upgrading and as such a full time IT Manager was hired 

to oversee the conversion. The Bank posted a loss of CI$432K down from a previous recorded loss of 

CI$717K, which was due to adjustments made with the new provisioning requirements under IFRS 9 

accounting rules.  

 

In order for the Bank to remain a viable entity, the Cayman Islands Government will be required to 

provide additional capital to increase the loan portfolio through carefully adopted and administered 

new lending programs. The Bank is effectively managed by the qualified and experienced key senior 

managers. The Bank can become a self-sufficient and relevant entity without direct support from 

Government, but that would require a strategic policy by the Cayman Islands Government to enable 

the Bank to become a key player in the development of the country. 

 

I wish to thank the staff for their dedication and commitment as well as the achievements during the 

period. I also wish to thank our customers, the Government and the Board of Directors for their 

support during this period. 

 

 

Tracy L. Ebanks 
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CAYMAN ISLANDS DEVELOPMENT BANK 
 

Vision Statement 
 
 

To become an efficient, successful and profitable lending institution 
 

optimizing the use of scarce resources while impacting the community through 
 

the implementation of meaningful developmental programmes and projects 
 

for the benefit of all its stakeholders. 
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1) Nature and Scope of Activities 

The Cayman Islands Development Bank (“CIDB” or “the Bank”) was established under the Cayman 

Islands Development Bank Law (2004 Revision) which came into force on March 1, 2002, and is 

solely owned by the Cayman Islands Government.  The principal function of CIDB is to mobilise, 

promote, facilitate, and provide finance for the expansion and strengthening of the economic 

development of the Islands. The Bank does this by providing financing for tertiary education, housing, 

agriculture and the development of small businesses.  

 

2) Governance  

The CIDB’s Board of Directors is responsible for the policy of the Bank and the general 

administration of its affairs and business. The Bank is regulated by the Monetary Authority and is 

audited annually by the Auditor General’s Offices.  The Board of Directors is governed through 

Section 4 Schedule 1 of the Law. 

3) Our People 

For the year ended December 31, 2018, the bank had a total of 13 members of staff. CIDB’s Senior 

Management Team was comprised as follows: 

General Manager/CEO  Tracy Ebanks, AICB, pMBA (Hons) 

Financial Controller  Paula Smith, FCCA 

Senior Credit Risk Manager Eustace Jeffers 

 

During the year ended December 31, 2018, employees of the Bank participated in a number of training 

programs that included training in Anti-Money Laundering and Fraud, and Alpha Banking for the new 

banking software platform. The General Manager/CEO attended a Training and Information Sharing 

Program for Executives of Development Banks at Banco Financiero in Mexico City that provided 

valuable information on viable lending programs and risk managemnet. The Financial Controller 

actively participates in Meals on Wheels. Roger Bodden an Account Manager in the Risk Department, 

is an Advisor for the High School Key Clubs. 

 

4) Management Discussion and Analysis 

The key objectives of CIDB for the fiscal year ended December 31, 2018 were as follows: 

- Increase portfolio by new business loan programs 

- Increase portfolio by new Home Energy Loan Program “HELP” 

- Expanded support for the student loan program via counseling 

- Provision of financial counseling for customers 

- Replacing existing hardware/software banking systems  
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i) Loan Performance 

As of December 31, 2018, the loan portfolio stood at $25,710,854 before loan loss provision of 

$4,302,811 compared to the loan portfolio as of year ended December 31, 2017 of $29,094,995 before 

loan loss provision of $3,643,159, representing a net decrease of 11% in the loan portfolio over year 

ended December 31, 2017. The portfolio decreased due to limited lending and from early redemption 

of loans and disposal of assets from foreclosure. 

 

Number and Value of Loans Approved for the Year Ended December 31, 2018 

     

Sector 

Number 
of 

Loans  
Value of 
Loans  

     
     
     

Student Loans 11  
       

217,675   
                                             
 
Other Loans*   58  

       
136,749   

Total 69  
       

354,424   
   

*comprises of insurance, legal fees and property valuations  

 

Student loans declined for several reasons. The bulk of the Bank’s student loans are essentially granted 

to fund shortfalls from awarded scholarships. Students are encouraged to attend local universities to  

obtain their Associates prior to finishing Bachelor programs overseas to keep tuition costs down. More 

students are availing of the local resources for cost reasons and also to improve on their GPA’s to be 

considered for scholarships.  

The majority of loans classified under Other Loans were insurance loans as the Bank had to force 

place home owners insurance coverage as customers were unwilling or unable to pay the premiums.   

 

ii) Loan Delinquency 

Loan delinquency continues to be a problem for the Bank. Delinquent loans were approximately 

CI$13.5 Million as of December 31, 2018, representing 53% of the entire loan portfolio down slightly 

from 56% recorded for December 31, 2017. The high levels of delinquencies are mainly attributed to 

loans underwritten under outdated policies and the high risk nature of the loans. The Bank continues to 

work with customers in an attempt to reduce delinquency levels. 

 

iii) Financial Performance  

As of December 31, 2018, the total assets of the Bank stood at $41,002,212 (excluding cash held on 

behalf of the Education Council Scholarship Fund of $3,342,811 and the Housing Recovery Grant of 

$176,963), a decrease of $3.4 Million attributed to loan paydowns and no significant new loan growth. 
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The loan portfolio represented approximately 52% of the Bank’s assets as of December 31, 2018 

compared to 57% in previous years due to an increase in deposits.  Liabilities decreased by $5.27 

Million due mainly to the commencement of semi-annual principal payments on the CI$19.9 Million 

loan facility with FirstCaribbean International Bank.  In addition, CIDB held funds of CI$527K for the 

Young Nation Builders Scholarship Fund that was transferred via cheque disbursement to the Cayman 

Islands Government. 

Gross income improved 24% for the year ended December 31, 2018 due to lower interest expense and 

an increase of Governments’ payments for outputs of $500K. This increase was a one off to assist with 

expected losses from IFRS 9. Currently, CIDB is economically dependent upon Government to meet 

its operational expenditure. 

 

Interest income from loans decreased 18% from the previous 18 month accounting period due to no 

new loan growth. Overall interest income decreased 8% due to an increase in interest income from 

funds held on fixed deposits.   

The Bank’s operating expenses increased 3.7% overall mainly due to a 6.5% increase in salary 

expense due to the hiring of 2 manager level employees. The Cayman Islands Monetary Authority 

made it mandatory that all financial institutions should have a full time dedicated Money Laundering 

Reporting Officer/Compliance Officer. This position was being performed in-house by the Financial 

Controller. In addition, the bank’s IT services were outsourced on a part time basis. The bank’s 

banking platform required upgrading and as such a full time IT Manager was hired to oversee the 

conversion. Also, there was a need to develop and enhance business processes, decision-making 

systems and IT solutions in order to effectively manage the operational processes and financial 

reporting with the implementation of IFRS 9. The Bank posted a loss of CI$432K down from a 

previous recorded loss of CI$717K due mainly to an adjustment that was made with the new 

provisioning requirements under IFRS 9 accounting rules.  

 

 

 

 

5) Programmes Administered on Behalf of the Cayman Islands Government  

During the fiscal year ended December 31, 2018, the Bank continued to provide administrative 

services to the Cayman Islands Government in respect of the various government guaranteed loan 

programmes as well as the administration of the funds under the Government’s Scholarship 

Programme.   

 

Under the government guaranteed loan programmes, a number of commercial banks provide funding 

for mortgages and student loans to eligible individuals on the strength of a government guarantee 

while CIDB acts as administering agent with responsibilities including the monitoring of these 
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programmes. The Cayman Islands Government remunerates CIDB for the administrative services 

provided on its behalf under these programmes and this arrangement is formalized in a Purchase 

Agreement for services/outputs between the Government and CIDB at the beginning of each fiscal 

year.   

 

6) The Future 

Historically the outputs received by Government to assist with the administration of various programs 

on their behalf and operational costs of the Bank equated to less than the provision for loan 

impairment and represents 35% of operating expenses. The ending results has been losses due to an 

underperforming loan portfolio and insufficient capital to fund good loan growth. The implementation 

of IFRS 9 will result in an increase to the Bank’s loan loss provision and increase loss. Previously, 

provisions were more reactive and an impairment was booked after 90 days – non-accrual status, but 

under IFRS 9, provisions will be established from the moment a loan is booked. 

The new model could restrict the possibility for the bank to fulfil its mandate as one of the interests of 

our shareholders is to act counter-cyclically, and to support those sectors of the economy which are 

vulnerable get access to funding. There will be an additional burden on capital, due to the new forward 

looking approach on impairment assessment – expected credit loss. There will be pressures on pricing, 

and potentially a negative impact on the profit and loss statement. Another challenge will be new 

pressures on the risk appetite. In the face of additional pressure on capital and strengthening the 

requirements for IFRS-9 provisions, the bank will face the need to search for a trade-off between risks 

and mission. The bank will incorporate macroeconomic forecasts in its models, such as data sources, 

reliability, back-testing and validation of models. As commercial banks are likely to be more and more 

pro-cyclical, development banks will have more space and more niches in the market to act counter-

cyclically. 

With the new standards there will be niches corresponding to the mandate of the bank. The bank needs 

to target those niches and adjust the risk management to deal with them. With the increase in CI$ and 

US$ prime interest rates, the commercial financial institutions have increased their mortgage interest 

rates that don’t cater to the lower income market. Currently the bank has internal funds earning deposit 

interest that can be used to fund a niche mortgage market by partnering with the Government owned 

National Housing Development Trust. The bank can offer a lower interest rate to assist the lower wage 

earner through the program. 

 
The Bank is keen on working with the Government’s Environmental initiatives to reduce the reliance 

on fuel and cost savings for consumers by offering a Home Energy Loan Program “HELP”. The 

HELP program would assist with improving the thermal characteristics of a home by having proper 

insulation and weatherization and buying up-to-date technologies. The Cayman Islands have a strong 

building code to ensure better protection against the elements, but regular maintenance is required.  

The installation of hurricane windows and doors would not only afford costs savings through lower 
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utility bills but could mean the difference between losing electricity for several days compared to 

losing your home. 

 

The key objectives for fiscal year 2019 are: 

 Increase portfolio by new business loan programs 

 Increase portfolio by new Home Energy Loan Program “HELP” 

 Increase portfolio by new Affordable Home Mortgage Program 

 Expanded support for the student loan program via counseling 

 Provision of financial counseling for customers 

 Implement new loan loss provision model 

 

7) Acknowledgements 

The Cayman Islands Development Bank wishes to express its gratitude to the Government of the 

Cayman Islands and the Board of Directors for their assistance and support during the period under 

review. 
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Cayman Islands Development Bank
Slatement of Responsibility for the Financial Statements

December 31.2018

These flnancial statements have been prepared by the Cayman Islands Development Bank in
accordance with the provisions of the Public Manugentent and Finance Lcrw (2018 Revision). The
financial statements comply with genelally accepted accounting practice as defined in International
Financial Reporting Standalds.

We accept rcsponsibility for the accuracy and integrity ofthe financial infornration in these financial
statements and their compliance with the Public Munttgenenl and Finance Luw (2018 Revision).

As Chairrnan of the Board of Dircctors and Ceneral Manager of the Cayman Islands Development
Bank, we are responsible lor establishing and have established and maintained a system of internal
controls designed to plovide rcasonable assurance that the tlansactions recorded in the financial
statements are authorized by law, and propetly lccord the financial tmnsaotions of the Cayntan
Islands Development Bank,

As Chainnan of the Board of Directors and Genelal Manager of the Cayman Islands Development
Bank, we are responsible for the preparation of the Cayman Islands Development Bank financial
statements and for the judgments made in them.

The financial statements fairly present the financial position of the Cayman lslands Development
Bank as at 3l December 2018, and its financial perfomrance, cash flows and changes in equity fbr
the financial period then ended.

To the bcst ofour knowledge the statements:
(a) conrpletely and reliably reflect the financial transactions of the Cayman Islands

Development Bank for the year ended 3 I December 20 | 8,

(b) fairly reflect the financial position as at 3l l)ecenrber 2018 and linancial performance for
the year ended 3l December 2018; and

(c) comply with Intemational Financial Reporling Standards undel the responsibility of the

lnternational Accounting Standatds Board.

Chainnan (t lhe Board of Di,'ectors
Caynrun Islunrls Developnent Bank

Date: August 2,2019

7i'acy Ebanks
General Mmtuger
Cayman Islands Developmenl Bank

Date: August 2,2019

dfib



Phone: (345)- 244-3211

Fax: (3451- 945-7738

AuditorGeneral@oag.gov.ky

www.audlto-rgeneral.gov.ky

3rd Floor, Anderson Square

64 Shedden Road, G€orge lown
P,O,8ox 2583

Grand Cayman, KY1-1103, Cayman

CAYMAN IStANDS

AUDITOR GENERAL'S REPORT

To the Board of Directors of the Cayman lslands Development Bank

Ooinion

I have audited the financial statements of the Cayman lslands Development Bank (the "Bank"), which
comprise the statement of financial position as at December 3f, 20L8 and the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year ended
December 3L, 201.8, and notes to the financial statements, including a summary of significant
accounting policies as set out on pages 10 to 36.

In my opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Bank as at December 31, 2018 and its financial performance and its cash flows
for the year ended December 31, 2018 in accordance with Section 21(3) of the Cayman lslands
Development Bank Law (2018 Revision) and the provisions of Section 60(1)(a) of the Public Management
and Finance Law (2018 Revision).

Basis for Opinion

I conducted my audit in accordance with International Standards on Auditing (lSAs). My responsibilities
under those standards are further described in the Auditor's Res po nsibilities for the Audit of the
Financial Statements section of my report. I am independent of the Board of directors in accordance
with the International Standards Board for Accountants' Code of Ethics for Professional Accountants
{lEsBA code), together with the ethical requirements that are relevant to my audit of the financial
statements in the Cayman lslands, and I have fulfilled my other ethical respons ib ilities in accordance
with these requirements and the IESBA Code. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my opinion.

Emphasis of Matter

Without qualifying my opinion, I draw your attention to Notes 9 of the financial statements that disclose
that the Bank received 52.25 Million in contributed capitalfrom the Cayman lslands Government during
the year ended December 31, 2018. I also draw your attention to Note 12 which indicates that the Bank
received payments amounting to S1.026 Million for providing services to the Cayman lslands
Government.

The ability of the Bank to meet its obligations and capacity to sustain its operational expenditures are
significantly reliant on continued Government support from the proceeds of capital injection and
services orovided to Government.

According to note 6 in the financial statements, impaired loans as at December 31, 2018 amounted
513.5 million. This represents 53% ofthe overall loan portfolio excluding allowances for credit losses.

My opinion is not modified in respect of the matters emphasized.



AUDITOR GENERAf S REPORT (continuedl

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation of the financial statements in accordance with
International Financial Reporting Standards and for such internal control as management deterrnines is

necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank's ability to

continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquldate the Bank or to cease

ooerations. or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole

are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with lSAs will alwavs detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the

basis of these financial statements.

As part of an audit in accordance with lSAs, I exercise professionaljudgment and maintain professional

skepticism throughout the audit, I also:

ldentlfy and assess the risks of material misstatement of the financial statements, whether due

to fraud or error, design and perform audit procedures responsive to those risks, and obtain

audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of
not detecting a material misstat€ment resulting from fraud is higher than for one resulting from

error, as fraud may involve collusion, forgery, lntentional omissions, misrepresentations, or the

override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an

ooinion on the effectiveness of the Bank's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.



AUDITOR GENERAIJS REPORT (contlnuedf

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Bank's ability to continue as a going
concern. lf I conclude that a material uncertainty existt I am required to draw attention in my
auditor's report to the related disclosures in the financial statements or, lf such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up
to the date of my auditor's report. However, future events or conditions may cause the Bank to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair oresentation.

lhave undertaken the audit in accordance with the provisions of Section 60(1)(a) of the Public
Mdndgement ond Finance Low (2078 Revision) and the International Standards on Auditing. I

comnlunicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that I identify during my audit.

P/trick Smith CPA, CFE August 2, 2019

Cayman lslandsActing Auditor General



CAYMAN ISLANDS DEVELOPMENT BAIYK
STATEMN,NT OF FINANCIAL POSITION

AS AT DECEMBER 31,2018
(Expressed in Cayman lslands Dollars)

ASSDTS

Cash and Cash Equivalents

Term Deposit, Loan Interest and Other Receivable
ljixed DeFsi, Net of Allowance for Expected Credit l,osscs
Loans to Customers, Net of Allo\rance for llxpected Credl
Losses
Prepaid Expcnses
Dcposit on assets

Property and Equipment
,fO.TAI, ASSETS

LtAAtLtl'tES AND f,QUtl Y
Accounts Payablc and Accrucd Liabililies
Due to Releted Parties

Intcresl Payable - Long Term Debt

Current Portion ofl.ong Term Debt

I.,oog Term Debt

'IOI'A1, I,IABILITIES

EQUTIY
Contributed Capital
Statutory Reserve fund
Revaluation Reserve * Property and Equipment

Retaincd Earniogs (Accurnulated Losses)

TO'I'AL I]QUITY

'[OTAI., I,IAB ILI'f I ES AND EQUI-I'Y

Approved on behalf of Management:

=E-z-----4
Tracy Ebanks
General Manager

Date: August 2,2019

Notes

3, 12

5
4

6
5
5
7

20t8
$

6559283

353591
| 1,769,986

2l,408,043
30,063

80,076

41,O02,2t2

2017
$

12,781,868

2254s4
5,t75,m4

?s,451,836
28,(44

794,342

44,457,172

8
l2

t4
t4

9
l0
1

123,038

3,519,774

2,793

49764s8
ls;774,123

23.496.t86

19,319,t85

62973
3'14587

(22s0,819)

17,506,026

41,002,212

35 t,104
4,152,786

337,395

49764s8
19,850.582

28,'168,325

17,069,185

62,973
374,687

( r,8 r7,998)

15,688,847

44,457 tl12

/), tt
i<".",-,

Paula R. Smith
Financial Controller

Date: August 2, 2019

trH
GIDB

The accompanying notes are an integral part ofthese financial statements



CAYMAN ISLANDS DEVELOPMENT BANK
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 3I, 2O18

(Expressed in Cayman Islands Dollars)

INCOME
Interest Income
Loans

Fixed Term Deposits

Interest Expense

Long Term Debt
Other Loan

l\et Interest Income

Gain (Loss) on Foreign Currency Conversron
Loan Commitment Fees

Services Provided to Cayman Islands Govemment
Ministry ofEducation Pa),rnents for Output
Other Income
Credit Loss Expense
Net Income from Operations

ADMINISTRATIVE EXPENSES
Salaries and Other StaffBenefits
Accommodation Costs
Professional Fees

Computer Maintenance
Office Expenses

Depreciation
Advertising and Promotion
Bad Debt Written Off
Other
Directors' Fees

Total Administrative Expenses

Net Income (Loss)
Transfer to Reserves
Net Income (Loss) after Transfer to Reserves

0ther Comprehensive Income
Revaluation surplus (deficit) - property and equipment

Total Comprehensiye Income (Loss)

Notes

6

3,4

t4
t4

2018
(12 Months)

$

t,219,9r2
t69,344

1,449,256

(768,7r5)

(768,7rs)

680,541

(l l,0e4)
2,0t9

12 1,026,31'7
12 40,451

4l
3,4,6 (661,160)

r,077,115

lt, 15

l5
I, 138,604

105,5 t 3

86,857
s? ?r't
'7 t,t1r
37,078

5,21s
750

8,426
2,980

1,509,936

(432,82r)

2017
(18 Months)

$

2,328,589
29.'7 56

l0

2,358,345

(966,396)
(4',7,265)

(1,0r3,66r)

1,344,684

(70,096)
I 1,984

789,4'7 6

6Q,6'11

(670,891)

1,465,E34

1,602,878

73,103
t32,'7 8r
102,02'7

83,258
t5,664

t,6'10
I1,631
5,200

2,183,267

('t r'7 ,433)

(432,8211 (717,433)

(2t,323)

______@n,nD_ ______(738,7sq

..,*

GIDB

The accompanying notes are an integral part ofthese financial statemenrs



CAYMAN ISLANDS DEVELOPMENT BANK
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2OT8

(Expressed in Cayman lslands Dollars)

2018 2017
(12 Nlonths) (18 lVlonths)

Notes $

(432,821)

750

37.O'74

661,160

266,r67

( 1,419)

(130,076)

( 128,237)

3,3Ii3,391

(22Ii,066)

(633.013)

(334,602)

2,244,145

$

\7 r7,433)

I,670

It3,258

670,891

38,386

(9;779)

(51,283)

3,(X8,170

192,'722

|,725,065

323,7s9

s,267,O40

CAS H F'LO\VS FROM OPERATING ACTTVITIES

Net Income ( Los s ) after 'f ransl'er to Res en'es
Adjustments lbr:
Transtbr to Reserwe Fund

Bad Debt Written Off
Depreciation

Credit los s (credit) elq:rensc

Changes in Operating Assets and Liatilities
(lncrease) Decrease in Ptepaid Expenses

(lncrease) decrease in deposit on assets
(lncrease) Decrease in TeIln Deposit and lnan lnterest and
Othcr Receivables
(lncrease) Decrease in l,oans to Customerc

Liab ilities

Increase (Dccrease) ir1 Due to Related Padies

Increase (Decrease) in lnterest Payable l-ong Term Debt

N e t Cas h P rori de d by (th ed i n) OF rati ng Acti ti ti es

CASTI FLO\ryS FROM INVFSTING ACTIVITIES
Increase in Fixed Depos its

Purchase ofPropedy and Equipment

Net Cash Provided b'y (Lsed in) Inlesting Actirities

CAS H FLOWS FROM FINANCING ACTIVITIES
Capital Contributed
Repayments of t-ong-Term Debt

Net Cash Prolided by (Used in) Financing Activities

Net (Decreasey Increase in Cash and Cash Equilalents

Cash and Cash Equivalents at Beginning ofthe Period

Cash and Cash f4uilalents at EId of Period

Supplementary inlbrmation on Cash Flo$s From Operating
Interest Received During the Period

Interest Paid Durins the Period

(6,596,465) (5,001,40.+)

(43,806) (20,q63)

(6,640,27r) (3,O22367J

2,250,000 9,780,000
(4,076,459) (13,282,r25)

(r,826Js9) LA97,A7s

lo

7

3,4,6

4

7

9
t4

(6,222,585)

l2,7u l,ll6u

| ,'7 42,548

I 1,039,320

6,559,283 l2,78 r,868

I,456,108

I,lo3,3l7
2,306.230

689,903

The accompanying notes are an integral part ofthese financial statements



CAYMA]\I ISLAIIDS DEVELOPMENT BANK
STATEMENT OF CHANGES IN EQUITY

FOR TIIE YEAR ENDED DECEMBER 31, 2018
(Expressed in Cayman Islands Dollars)

Retai ned
Statutory E rnings

Contributed Reserr€ Revaluation (Accumulated
Notes Capital Fund Resen€ lrsses) Total

Balance as at June 30, 2016
Net lncome (Loss) tbr the Year
Transfer to Reserves
Revaluation Surplus - Property &
Equipment

Chpital Contribution

Balance as at December 3l , 20 l7

Net Income (Loss) lbr the Period
Transfbr to Reserves
Revaluation Surplus - p roperty&
equipment
CapitalContribution

Balance as at Decemb€r 31, 2018

$
7,289,185

9,780,000

$
62,973_

$$$
396,010 ( I,100,s65) 6,647,603

- (7t7,433) (7 t7,433)

(2t,323)

l0

7

9

l0

7

9

(21,323\

9,780,000

17,069,t 85 62,973 374,687 (t,8r7,998) t5,688,847

- (432,82t\ (432,82t)

2,250.000 - 2,250,000

r9;19,185 62,973 314,647 (2,250,819) n,506,026

The accompanying notes are an integral part ofthese financial statements
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2OI8
(Expressed in Cayman Islands Dollars)

I. GENERAI INFORMATION

The Cayman Islands Development Bank ("CIDB" or the "Bank") rvas established under the Cayman Islands
Derelopuent Bonk Luvt (2018 Reyision) which came into force on March I, 2002, and is solely orvned by the
Cayman Islands Govcmrnent. Upon the enactmenl ol the Caj'matt Islands Devek4tnenl Bunk Law (2018

Reri.\k,n), two fomrcr statutory t-lnancial instinltions, the Agricultural and Industrial Dcvelopment Board and
the Housing Dcvclopnrcnt Corporation were dissolvcd and their functions as rvell as their assets and liabilitres
were transferred to thc Bank.

1'he principal function of CIDB is to mobilise, promote. f'acilitate. and provide finance fbr the cxpansion and

strengthcning of the economic development of the Islands. The Bank does this by providing financing for
tertiary education, housing. agriculture and the dcvelopment ofsmall busrncsses.

Comparative lnformation:
The Cayman Islands Dcvclopment Bank's financial ycar rvas changed from June l0 to December i I as a result
of an amendment to thc Public Management and Finance Law (2017 Revision). Accordingly, the financial
statemerts fbr year encled Dccember 31. 2018 are not entirely comparable to thc l8-month period ending
December 31. 2017.

The registered oflce of the Bank is at 368 Dr. Roy's Drive, P.O. Box 2576, Gcorgc Town. Grand Cayman.
KYl -1103. Cayman Islands. As at December 31,2018. thc Bank had thirteen (13) employees (2017: I l).

2. ACCOUNTING POLICIES

2.1 Basis of Preparation

The financial statemcnts o[ CIDB are presented in Cayman Islands Dollars and are preparcd on the accmal
basis under the historical cost convention. All values are rounded to the nearest dollar. cxccDt lvhen otheruise
indicated.

Statement of Compliance

The financial statcments ol CIDB have been prepared in accordance with lntcmational Financial Reporling
Standards (IFRS) as issued by the Intemational Accounting Standards Board (IASB).

2.2 Sig ficant Accounting Judgments and Estimates

In the process of applying the Bank's accounting policies. Management has exercised judgment and estimates
in detemining the amounts recognized in thc financial statements. Actual results could differ from these

estimates. Estimates and judgements are continually evaluated and are based on historical expcrience and other
factors, including expcctations of fuhrre evcnts that are considered to be reasonable undcr the circumstances.
The estimates and judgements that have a significant risk of causing material adjustments to the canfing
amounts ofassets and liabilitics within one vear from the date ofthese financial statements are listed below.

G
F
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
(Expressed il Cayman Islands Dollars)

2. ACCOUNTINGPOLICIES(CONTINUED)

2.2 Significant Accounting Judgments and Estimates (continued)

Impairment Losses on Loans to Customers and Other Financial Assets

The measurement of impairment losses both under IFRS 9 and IAS 39 across all categories of financial assets
requires judgement, particularly in estimating the amount and timing of fuhrre cash flows and collateral when
making a determination of impairment losses and assessing any significant increase in credit risk. These
estimates are influenced by numerous factors. changes in which can result in differing levels ofallou'ances.

The Bank's Expected Credit Loss (ECL) calculations are outputs of models with a number ol underlying
assumptions regarding the choice of variable inputs and their interdependencies. Elements of the ECL models
that are considered accounting judgements and estimates include:

r The Bank's intemal credit rating model

r The Bank's criteria for assessing ifthere has been a significant increase in credit risk

. Determiling inputs into the ECL measurement model, including incorporation of lbrward-lookrng
information

. Determination of associations between macroeconomic scenarios and, economic inputs, such as
unemployment levels and collateral values, and the effect on PDs, Exposure at Default (EAD) and
Loss Given Default (LGDs)

It is the Bank's policy to regularly review its models in the context ofloss experience and adjust as necessary.

,Yrite olf of Loans
The Bank's accounting policy under IFRS 9 remains the same as it was under IAS 39. Loans are wrinen off, in
whole or in part, against the related expected credit loss allowance upon settlement (realization) ofcollateral or
in advance of settlement (no realization) where the determination of the recoverable value is completed and
there is no realistic prospect of recovery above the recoverable value. Any subsequent recoveries are credited
to the statement ofcomorehensive income.

ll
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31,2018
(Expressed in Cayman Islands Dollars)

2. ACCOUNTINCPOLICIES(CONTINUED)

2.3 Summary of Significant Accounting Policies

The pnncipal accounting policies applied in the preparation ofthese financial slatements are set out below.

a) Recognition of Income

Revenue is recognized on the accrual basis to the extent that it is probable that the economic benefits will
flow to the Bank and the revenue can be reliably measured.

Interest lncome

lnterest income is recorded on an accrual basis using the effective interest rate (EIR) until such time as a

loan is classihed as impaired. Any accrued interest on credit impaired loans is reversed against income for
the current period. Thereafter, interest income on impaired loans is recognized in the pedod it is

collected.

Fee Income

The Bank eams loan commitment fees that are recognized as income in the year loans are advancsd to
customers.

b) Property and Equipment

Property and equipment are recorded at cost and are depreciated using the straight-line method at rates

considered adequate to write-off the cost over their estimated useful lives as listed below. The cost model
is used for measurement after initial recognition for property and equipment except for building. The
revaluation model is used for building. Under the revaluation model, the accumulated depreciation on

building is eliminated against the gross canying amount ofthe asset.

Offi ce Fumiture/Equipment
Computer Equipment
Motor Vehicles
Building

5 years
3 years

5 years

50 years

Property and equipment are derecognized on disposal or when there are no future economic benefits
expected from its use. Any gain or loss arising on derecognition of the asset (calculated as the difference
betwc€n the net disposal proceeds and the carrying amount of the asset) is recognized in the statement of
comprehensive income in the year the asset is derecognized.

Effective January 1,2018, the useful life of CIDB's commercial building has been revised from 20 years

to 50 years based on an independent property valuation report prepared by DDL Studio Ltd as of
November 30, 2017.



CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 3I, 2OI8
(Expressed in Cayman Islands Dollars)

2. AccoUNTING POLICIES (CONTI^*UED)

2.3 Summary of Significant Accounting Policies (continued)

c) Foreign Currency Transactions
Transactions during the year in currencies other than the Cayman Islands dollar are converted at exchange
rates prevailing at the date ofthe transactions. Assets and liabilities denominated in foreign currencies are
translated at the rate of exchange prevailing at the statement of financial position date. Resulting gans
and losses on exchange are recognized in the statement ofcomprehensrve rncome.

d) Use of Estimaaes

The preparation of financial statements in conformity with IFRS requires management to make certam
significant estimates and judgements that affect amounts reported in the financial statements and
accompanying notes. Actual results could diff€r fiom these estimates. Estimates and judgements are
continually evaluated and are based on historical experience and other factors, including cxpectations of
future eyents that are believed to be reasonable under the circumstances.

e) Employee Benefits

CIDB participates in the Public Service Pension Plan, a defined benefit and contribution pension fund, in
accordance with the Public Service Pension Law. The Public Service Pension Fund is administered by the
Public Service Pension Board and is operated as a multi-employer non-contributory Fund. whereby tne
employer pays both the employer and employee contributions.

Q Financiallnstruments

(i) Classification

The classification of financial in$truments at initial recognition depends on their contrachral terms and
business model for managing the instruments. Etl'ective January l, 2018, the Bank classifies all of irs
financial assets based on the business model for managing the assets and the assets contractual terms
measured at either; amortized cost, fair value through other comprehensive income (FVOCI), fair vaiue
through profit or loss (FWL).

Effective January l, 2018, the Bank measures loans to customers and fixed deposits held with bants at
amortized cost if both ofthe following conditions afe met;

r The financial asset is held within a business model the objective of which is to hold the fnancrat
assets in order to collect contractual cash flows

. The contraatual terms of the financial asset give rise on specified dates to cash flows that are
solely payments ofprincipal and interest (SPPI) on the principal amount outstanding

A financial asset is classified as any asset that is cash, a contractual right to receive cash or another
financial asset or to exchange tinancial instruments under conditions that are potcntially favourable or an
equity instrument of another enterpdse. As of December 31,2018, financial assets comprise ofcash and
cash equivalents, deposit accounts and loans to customers. A hnancial liability is any liability that is a
contractual obligation to deliver cash or another financial instrument or to exchange financial instruments
wrth another enterprise under conditions that are potentially unfavourable. As of December 31,2018,
financial liabilities comprise of accounts payable and accrued liabilities and long-term loan. All financial
assets and liabilities as of December 3 t, 2018 are non-derivative hnancial instruments and are measuretl
at amortized cost based on the conditions above.

.-e
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 3T,20I8
(Expressed in Cayman lslands Dollars)

2. ACCOUNTINGPOLICIES(CONTINUED)

2.3 Summary of Signifi cant Accounting Policies (continu€d)

f) Financiallnstruments(continued)

(ii) Recognition

The Bank recognizcs financial assets and financial liabilities on the datc it becomes party to the
contractual provisions of the instrument. Frou this date. any gains and losses arising trom changes in fatr
value ofthe assets or liabilities are recogniscd irt the statement ofcomprehensive income.

(iii) Derecognition

Derecognition ot her tlrun for substantial notlification

A flnancial asset is derccognised when the Bank realizes thc rights to the bencfits specified in the contract
or loses control over any right that comprisa that asset. A tinancial liability is derecognised rvhen it is

extinguished, that is when thc obligation is discharged. cancelled, or expired. Where an existing finarclal
liability is replaccd by another from the same lender on substantially dill'erent tcms, or the terms of an

cxisting liability arc substantially modified. then the exchange or nodification is ffeated as a

derecognition of the original liability and the recognition of a nerv liability. The difference betvecn the

carrying value ofthe original financial liability and the consideration paid is recognized in profit or loss

Derecognilion .lue b suhstantial nodifrcation of tetms and corulitions
The Bank derecognizcs a hnancial asset. such as a loan to a customer, when the terms and conditions havc

bcen relegotiated to the extent that. substantially, it becomes a nerv loan, with the difference recognized
as a derecognition gain or loss, to the extent that an impairment loss has not alrcady been recorded. The

newly recognizcd loans will thcn be classitied as Stage t for ECL measurement purposes.

When assessing whether or not to derecognize a loan to a customer, the Bank considers the following
factors:

. Changc in the counterpafiy to the loan

. If the modification is such that the loan would no loneer meet the SPPI criteria

If the modification in the loan does not result in cash flo*s that arc substantially ditl'erent. then the

modification will not lcad to derecognition. Based on the change in cash flows, discounted at the original
EIR, the Bank records a modihcation gain or loss. to the extent that an impairment loss has not already

been recorded.

(iv) Nleasurement

Financial instruments. other than dedvatives and those at fair value through profit or loss, are measured at

amortized cost. Financial instruments are measured initially at cost. which is the fair value of the

consideratron given or received. Loans to customers are carried at amortized cost using the effecti"c
interest method, less any expected credit loss allowance.



CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2OT8
(Expressed in Cayman Islands Dollars)

2. ACCOUNTINGPOLICIES(CONTINUED)

2.3 Summary of Significant Accounting Policies (continued)

g) New and Amended Internrtional Financial Reporting Standards

IAS 7 - Statement ofCash Flows: Disclosure Initiatiye
The amendments requfue entities to provide disclosure of changes in their liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes (such as foreign
exchange gains or losses).

IFRS 15 - Revenue from Contracts lvith Customers
IFRS 15 is effbctive for entities with an annual reporting period beginning on or after January l. 2018.
IFRS 15 establishes the principles that an entity applies when reporting information about the nature,
amount, timing and uncertainty of revenue and cash flov's from a contract with a customer. In applying
IFRS 15. an entity recognises revenue to depict the transfer of promised goods or services to the customer
in an amount that reflects the consideration to lhich the entity expects to be entitled in exchange for those
goods or services. The principles in IFRS 15 apply a five-step model: ( l) Identify the contract(s) with a
customer (2) IdentiE/ the performance obligations in the contact (3) Determine the transaction price (4)
Allocate the transaction price to the performance obligations in the contract (5) Recognise revenue when
(or as) the entity satisftes a performance obligation. The standard requires entities to exercise judgement,
taking into consideration all of the relevant facts and circumstances when applying each step of the model
to contracts with their customers. The Bank is a lending institution only and not deposit taking and does
not offer any other forms of paid sen'ices to its customers (borrowers). The only contracts in force
between the Bank and customers are loan agreements, the accounting treatment of which are already
covered under IFRS I Financial Instruments. Management believes the impact of the new IFRS 15 is
negligible on the operations on the Bank.

IFRS 16 - Leases
The new standard does not significantly change the aocounting for leases for lessors. However, it does
require lessees to recognise most leases on their balanca sheets as lease liabilities, with the corresponding
right of-use assets. Lessees must apply a single model for all recognised leases, but will have the option
not to recognise 'short-term' leases and leases of 'low-value' assets. Generally, the profit or loss
recognition pattern for recognised leases will be similar to today's finance lease aacounting, with interest
and depreciation expense recognised separately in the statement ofprofit or loss. IFRS 16 is effective for
entities with annual periods beginning on or after January l, 2019. Early application is permitted provided
the new revenue standard, IFRS t5, is applied on the same date. Lessees must adopt IFRS 16 using either
a full retrospective or a moditied retrospective approach. The Bank is currently evaluating the impact, if
any, ofthe adoption of this new standard-

IFRIC 22 Foreign Currency Transactions and Adyance Consideration

IFRIC 22 is effective January 1, 2018 and clarifies which exchange rate to use in transactions that involve
advance consideration paid or received in a foreign currency. The interpretation addresses the tbreign
currenay transactions or parts of transactions where: (l) there is consideration that is denominated or
priced in a foreign currency; (2) the entity recognises a prepayment asset or a deferred income liability in
respect ofthat consideration, in advance of the recognition ofthe related asset, expense or income; and (3)
the prepayment asset or deferred income liability is non-monetary.
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2.3

CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 3I, 20I8
(Expressed in Cayman Islands Dollars)

ACCOUNTING POLICI ES (CONTINUED)

Summar-v of Significant Accounting Policies (continued)

g) .\*elv and Amended International Financial Reporting Standards (continucd)

IFRIC 22 Foreign Currcncy Transactions and Advance Consideration (continued)

'l'he lnterpretation addresses how to determinc the date of the transaction tbr the purpose of determining
the exchange rate to use on initial recognition of the related asset, expense or income (or part of it) on th(]

derecognition of a non-monetary asset or non-monetary liability arising from the payment or receipt of
advance consideration in a foreign currency.

Applying paragraphs 21 22 of IAS 21, the date of the transaction for the purpose of determining the

exchange rate to use on initial recognition ofthe related asset, expense or income (or part of i0 is the date

on *hich an entity initially recognises the non-monetary asset or non-monetary liabitity arising from thc
pa).ment or receipt of advance consideration. If there arc multiple paymcnts or receipts in advance, thc

entity shall determine a date of the transaction for each payment or receipt of advance consideration.

During year ended December 31, 2018, thc Bank made advance payments on certain transactions which
are initially recorded as non-monetary assets and later expensed or recognized as an asset. All these

transactions were denominated in United States Dollars. There was no material difference between the

foreign exchange rate at the date of the transactions and the date the assets or expenses were recognized.

and therefore. no amendment to value was necessary on initial recognition ofthe rclated asset or expense.

IFRS 7
IFRS 7 sets out the disclosure requirements for all financial instruments with thc objective of enhancing
financial statement users' understanding of the significance of financial instruments to an entity's overall
financial position; the risk exposures resulting from such financial instruments and how the entity
manages those risks. To rellect the differences between IFRS 9 and IAS 39, IFRS 7 Financial Instruments:

Disclosures was updated and the Bank has adopted it. together with IFRS 9, fbr the year ending December

31, 2018. Changes include transition disclosures. detailed qualitative and quantitative information about

the ECL calculations such as the assumptions and inputs used are set out below.



CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31,2018
(Expressed in Cayman Islands Dollars)

2.

2.3

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Policies (continued)

g) New and Amended International Financial Reporting Standards (continued)

IFRS 9 - Financial Instruments
IFRS 9 replaces IAS 39 as at January l, 2018. As permitted, the Bank has not restated prior period
comparative intbrmation for financial instruments in the scope of IFRS 9. Therefore, the comparative
information for 2017 is reported under IAS 39 and is not comparable to the information prcsented for
2018. In addition, differences arising in the carrying amounts of financial instruments as a result of the
adoption oflFRS t have been recognized in the current financial period's income statement.

Changes to clsssirtcadon and messutentent
To determine their classification and measurement category, IFRS 9 requires all financial assets, except
equity instruments and derivatives, to be assessed based on a combination of the entity's business model
for managing the assets and the instruments' contractual cash flow characteristics. The IAS j9
measuremint categories of financial assets FVPL, available for sale (AFS), held-to-maturity and
amortised cost have been replaced by:

. Debt instruments at amortised cost

. Debt instruments at fair value thrcugh other comprehensive income (FVOCI), with gains or
losses recycled to profit or loss on derecognition

. Equity instruments at FVOCI, with no recycling of gains or losses to profit or loss on
derecognition

o Financial assets at fair value through profit or loss (F\?L)

The accounting fbr hnancial liabilities remains largely the same as it was under IAS 39, except for the
treatment of gains or losses arising from an entity's own credit risk relating to liabilities designated at
FVPL. Such movements are presented in other comprehensive income (OCI) tvith no subsequent
reclassification to the income statement.

Changes to the impairment calculution
The adoption of IFRS t has fundamentally changed the Bank's accounting for loan loss impairments by
replacing IAS 39's incurred loss approach with a fbrward-looking expected credit loss (ECL) approach.
IFRS 9 requires that the Bank record an allorvance for ECLs for all loans and other debt financial assets
not held at F\?L. The allowance is based on the ECLs associated with the probability of default in the
next twelve months unless there has been a significant increase in credit risk since origination in *'hich
case a lifetime ECL is determined. The quantitative impact of applying IFRS 9 as at December 3 l. 2018 is
disclosed below.
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CAYMAN ISLAI\DS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31,2018
(Expressed in Cayman Islands Dollars)

tl

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Policies (continued)

g) New and Amended InternNtional Financial Reporting Standards (continued)

IFRS 9 - Financial Instruments (continued)

Transition disclosures
The following pages set out the impact ofadopting IFRS 9 on the statement offinancial position, including the
effect of replacing IAS 39's incurred credit loss calculations with IFRS 9's ECLs. A reconciliation between
the carrying amounts under IAS 39 to the balances reported under IFRS 9 as of December 31, 2018 is as

follows:
L{S 39

carryirlg
anrount Dec

3f,2018 Reclassifications

$$

IFRS 9

carryng
amount at D€c

Remeasurements 31,20f8
$$

Financial Assets

Cash and cash equivalcnts
Termdcposit.l.ran intcrc\ t and orhcr
receivablc

Fixed Deposit

Loans to custome$

Total Financial Assets

Financial Liatilities
Accounts Payable and Accrued
Liabilitics

Duc to Related Parties

lntcrest Payablc [.ong Tcrm Debt

Current Portion of lnng Term Dcbt

t-ong Term Debt

Total Financial Lisbilities

- tl )71l|

(214) 6,s5e,281

353,69t

I t,769,986

6,559,517

353,691

I t.7-t t,2(j/..)

2t,544,426 - (136,383) 2IAO8,O43

40,2 28,894 (r37,891) 40,091,003

123,038

3,519,'1'/4

49'16,458

t5J74.t2l

123,038

3,5t9,',7'74

2,793

4976,4s8

| 5,'7'74.t23

23,496,186 23,496,146



CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 3I, 20I8
(Expressed in Cayman Islands Dollars)

2, ACCOUNTINGPOLICIES(CONTINUED)

2.3 Summary of Signifi cant Accounting Policies (continued)
g) Nerv and Amended International Financial Reporting Standards (continued)

IFRS 9 - Financial Instruments (continued)
Impairment of Financial Assets
IFRS 9 replaces the incurred loss model under IAS 39 with an expected credit loss model, with a forward-
looking ECL approach. For the 2018 hnancial year, the Bank has recorded the allowance tbr expected credit
losses lor all loans to customers and fired deposits held wirh other ftnancial institurions. I he ECL allou ance is
based on the credit losses expected to arise over the life of the financial asset (the lifetime expected credit loss
or LTECL up to a maximum of loan contractual pedod), unless there has been no significant increase in credit
risk since origination, in which case, the allowance is based on the l2 months'expected credit loss (12-month
ECL). In determining what is considered significant increase in credit risk for a loan or group of loans, the
Bank generally considers a loan that is 30 days past due as having a significant increase in credit risk. The
Bank also examines historical Ioan data, reviews and considers information on hand about each loan; exampre,
information about the financial situation ofa borrower and certain macroeconomic thctors. The l2-month ECL
is the portion of LTECLs that represent the ECLS that result from default events on a financial instrument that
are possible within the l2 months after the reporting date. Both LTECLs and l2-month ECLs are calculated on
an individual loan basis. The Bank has established a policy to perform an assessment, at the end of each
reporting period, of whether a financial instrument's credit dsk has increased significantly since initial
recognition, by considering the change in the risk of default occurring over the remaining life of the hnancral
instrument. Based on the above process, the Bant allocates its loans into stage l, Stage 2 and Stage 3, as
described belou,:

. Stage l: When loans are first recognised, the Bank recognises an allowance based on l2-month
ECLs. Stage I loans also include facilities where the credit risk has improved, and the loan has been
reclassified from Stage 2. Loans can only be reclassified from stage 2 to Stage I if they were
originally in Stage L

' Stage 2: When a loan has shown a signihcant increase in credit risk since origination, the Bank
records an allowance for the LTECLs. Stage 2 loans also include lacilities, where the credit risk has
improved, and the loan has been reclassified from Stage 3.

. Stage 3: Loans considered credit impaired. The Bank records an allowance for the LTECLs.

Lo an Impairment Calc ulatio n
The Bank calculates ECL taking into account the following:

. Functional fonn ofexpected loss
e Expected life offinancial instruments
o Definition ofdefault
o Forward looking probability ofdefault
. Loss given default
r Time value ofmoney
r Significant increase in credit risk

The Bank defines ECL as a function of Probability of Default (pD). Exposure at Default (EAD) and Loss
Given Default (LGD). This is a widely accepted detinition of expected loss within the industry and is
consistent with Basel II definition ofexpected loss.

DeJinition of Defuult
The Bank uses the number of days in arrears to determine default. Loans that are 90 days or more in arrears
are defined as being in default; this is also in line with IFRS 9, paragraph 85.5.37, which defines an upper
threshold to define det'aults.
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECtrMBER 31,2018
(Expressed in Caytnan Islands Dollars)

2. ACCOUNTINGPOLICIES(CONTINUED)

2.3 Summary of Significant Accounting Policies (continued)

g) Nerv and Amend€d International Financial Reporting Standards (continued)

IFRS 9 - Financial Instruments (continued)

Impairment of Financial Assets (continued)

Forward Looking Probabiliry of Defuult
Point in timc (PiT) PD models and forward looking PIT PD term structures were developed in order to garn

comfort over the accuracy of forward looking PD estimates and to understand the sensitivity of the loan
portfolio to the changes in economic conditions.

Loss Given DeJuult
l-oss Given Det'ault (LGD) is the magnitude of the likely loss if there is a det'ault. The Bank estimates LGD
based on the historical recovery rates of claims against defaulted customers. The LGD nrodel measurement

takes into account the type of collateral. how the Bank's claim on thq def:aulted customer ranks over other
creditors, and any costs associated with recovering the collateral. For loans secured by rctail property Loan to
Value (t-TV) ratios are a key component in determining l.GD. LGD estimates are also adjusted tbr economic
impact and for real estate lending, to retlect possible changes in property values. They are also calculated

using the time value ofmoney.

Exposure ut Dcfuult
Exposure at Delhult (EAD) represents the total value to which the Bank is exposed in the event of a default.

The Bank's considers EAD as the maximum value between balance and limit.

In estimating the probability of def'ault, the following factors were considered:

Key risk factors:
o Net disposable income
. Age of loan
. Ratio between loan balance and arrears
. Number ofdays loan in arrears
. Type of loan repayment, that is, interest only or interest and principal

Macroeconomic fsctors ofthe Cavman Islands:
o Inflation
. Unemployment rate
. Gross Domestic Product (CDP)

I ncorporation o.f Forward-loo king Information
The Bank incorporates fonvard-looking information into both dre assessment ofwhether the credit risk on a

Ioan has increased significantly since initial recognition and the measurement ofthe ECL.

The Bank took the l2 month det'ault by looking forward for a 12 month period at each month in the timeline
for a loan that was in default. The default date rvas calculated by taking the year end date less the days in
arrears for loans that had arrears of90 days or more. An average PD was calculated fbr each year across all
loans.



CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
(Expressed in Cayman Islands Dollars)

2.

2.3

ACCOUNTING POLICIES (CONTINUED)

Summary of Signilicant Accounting Policies (continued)
g) New and Amended International Financial Reporting Standards (continued)

IFRS 9 - Financicl Instruments (continued)

lmpairment of Financial Assets (continued)

Incorporation of Forward-loo king Informution (continued)
An analysis was performed over the historical 12-month PD to determine whether there was any trend that
could be estimated. The strongest correlation between PDo/o and the macro-economic factors was with
unemployment rate (UR), a correlation factor of 88.2%. The forecast unemployment rate for Ca)rman Islands
is 5.3%, which given the strength ofthe correlation, equates to a forward-looking l2-month PD of 8,39%.

A minimum of three scenarios is required for perfbrming a weighted tbrward-looking PD based on the
expectations of the macro-economic changes.

. Best case Improving economic position, therefore the PD will revert to its lowest in recent years in
2016 of 5.427o - weighted at 3 l'Zo

. Base case Stable eoonomic position, the PD will remain at its 2017 level of 7.03% - weighted at
I6'vo

. Worst case - Degrading economic position, in line with the expectation of increasing unemployment.
resulting in a PD of8.3976 - weighted at 53%

The scenario weightings were determined by assuming the macroeconomic factor (i.e. unemployment rate)
will vary following a normal distribution around the 8-year average. The best case weighting was calculated as

the probabiliry that the unemployment rate will be less than 4.9Yo, the base case where the unemployment rate
would be behveen 4.9% and 5.3% and the worst case where the unemployment will exceed 5.3%

The scenario weighted l2-month PD is 7.24(Zr.

Stage I Probability ofDefault: The l2-month ECL is calculated as the portion ofLTECLs that represents the
ECLs that result from default events on loans that are possible within l2 months after the reporting date. The
Bank calculates the l2-month ECL allowance based on the expectation ofa loan going into default in the 12

months following the reporting date.

Stage 2 Probabilitf' of Default: This is the lifetime probability of default, that is, what is the probability that
during the lifetime ofthe loan that it will go 90 days in anears (delinquent). Lifetime default is calculated on a
loan by loan basis by looking from month 13 onward (12-month defaults are considered as part of stage l)
until mahrrity to determine ifthe loan enters det'ault.

Stage 3 Probability of Default: Stage 3 default is 10004 by definition. If a loan is 90 days or more in anears ir
is deltned as being in default. These loans are therefore considered credit-impaired and the Bank recognizes
the lifetime expected credit losses for these loans.

Loan ClussiJication for Impairment Calculation Purpose
The Bank classifies loans to customers as secured and unsecured based on the type of collateral. In generai, a
loan which has a first charge over property is deemed to be secured and an applicable discount rate applied.
For all other loans deemed unsecured a discount of 100%r is applied in arriving at the overall ECL.

''.*
CIDB
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31,2018
(Expressed in Cayman Islands Dollars)

.3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist ofcash on hand, cash at bank and deposit accounts with terms of maturity of
three months or less liom the date o[ acquisition. Cash and cash equivalents at Dccember 3l rvere comprised
ofthe following:

2018
$

t.054,31.1

2.162.39-3

(234)

20l7
$

6.669,6t I

2,t 34.499

Cr.r rrcnt arrd Savings AccoLlrlts

Fixccl Dcposit less than thrcc lnonths

Crcclit krss allowancc (in aocordancc with IFRS 9)

Caslr lrcld on behalfof thc Young Nation Builders Scholanihip
Furrd 527.421

Cash hcld on behalfoftlrc klucation Council Scholanihip Fund 3.3.12.811 3,450,317

Total 6,559,283 12,?81,868

The c t'tective interest rate on call deposits for the year ended December 3 I , 201 8 was I .5 9% ( 1 8 months ended

December 31, 2017: 0.65%). The deposits had an average maturity of 135 days (2017: 115 days). As

approved by the Board of Directors, short term fixed deposit of $2,162.393 (2017 $2,134,499) is restricted in
use and is being held to senice future debt repayment. Interest income eamed on fixed deposits tbr the year

ended December 3 l. 2018 amounted to s169,344 (2017: $29.756).

4. FIXED DEPOSIT

Deposit accounts reflect temr deposits, r'hich are placed with approved financial institutions. Such deposits
have maturity between three months and sft months tiom the date of acquisition. The carrying amount of total

fixed deposit approximates to fair value. The table below shous an analysis of the expected maturity of the
fixed deDosit amounts.

Matures Within Matures W'ithin
TOTAI, 9l Davs and 180 l8l Davs and365

$

tl.'7'7t,260

Davs

$

tt.77 | ,260

DrYs

$

As of December 31, 2018 (in accordance rrith IFRS 9)
Fixed Depos it
Expected c red it loss allowance
Net balance

As of December 31, 2017 (in accordance with IAS -i9)
Fi,\ed Depos it 5.175,028 5,175,028

tt,214) \t,2'74)
I1.769.986 I1.769_986

Expected credit loss allorvance on flred deposits
Total expected credit loss on fixed deposits, all with manrrities of 6 months or less is $l,508. The ECL was

derived as a function of PD, LGD and EAD. The PD was derived based on the l-year Default Risk of the
parent entity determined using the Bloomberg DRSK function- The LGD was derived based on 2017 Moody's
Default study and the EAD derived based on the actual deposits held with financial institutions at year end.
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FOR THE YEAR ENDED DECEMBER 31,2018
(Expressed in Cayman Islands Dollars)

5. TERM DEPOSITS, LOAI{ INTEREST AAID OTHER RTCEIVABLES

T[re balances as ofDecember 31,2018 and 2017 are as follows:

December 3l,2018

$

December 31,20l7

$

llJan interest receivable

Deposit interest receivable

lrte fcc receivable

Receivable for CIG Ontput

Receivable for Ministry ofEducation Output

Tbtal

Conputersoftware

FumituIe and equipnEnt

Tobl

3s3,69 r

16,730

59.72a

425

256,579

20,229

7o.724

450

t4t,694

225,454

DEPOSITS ON ASSETS

Total deposit on assets relates to purchase ofproperty and equipment during the year ended December 2018
for which projects were still in progress as ofDecember 31, 2018. Subsequent to year end, amounts for
completed projects were tansferred to the relevant property and equipment cost acaount.

Decen$er 3 l, 20 I 8

$

74,516

5,500

December 31,2017

$

80,076

PRXPAID EXPENSES

Prepaid expenses as of December 31, 20 t 8 and 2017 comprise the following:

Softwarc maintenance
Insumnce
Salary
Perrnanent res idence lbe
Other

Totrl

December 3l,2Ol8
$

14618
1o,286

500
1,294
f 165

December 31,2Ol7
$

1,o48

9,1I l

t,294
t7,t9l

28,64430,o63

..,*

GIDB
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEI}IBER 31.2018
(Expressed in Cayman Islands Dollars)

6. LOANS TO CUSTOMERS

The net balances of loans to customers as at December 3 I were as follows:

Mortgages

Business loans
Debt Consolidation

SME 2015 han Program

2015 Debt Consolidation l-oan Program

Student Loans

Financial Stinulus
Stafflnans
Pers onal Financial Ass is tance

Other Loans

Iess: Epected Credit toss Allowance (IFRS 9)

Irss: Allowance for lrnpaim€nt tosses (LA.S 39)

Total Net Belenc€s

Short Term Ponion
I-o ng Term Portion

Total

l,oans to custonErs' mrturit! anallris

0 3 Months

312Months

I - 5 Years

Over 5 Yean

Tool

2018

$

9,475,885

5,858,024

4.078,5t4

139.268

|,163,571

3,458.7e0

909,801

594,l8l
,o 1{t

-__3.463_. 25,710,854
(4,302,81l)

2017

$

10,471,426

6,505,350

4,8',12,151

94,438

1,663,987

3,'745,46

t,2'12,933

433,941

)q 151

21,408,043

29,09,1,995

(3,643.r s9)

25,,t51,E36

2018
$

1,4/J9.966

24,300,888

25,710,854

20t7
$

t,296,t94
27,798.801

29,O91,995

2018

$

703,865

706,101

6,465,697

-1@]-
25,710,854

20t7

$

725.701

570,491

6,860,632

20,918,169

29,094,995

'.,*
CIDB
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CAYMA}{ ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
(Expressed in Cayman Islands Dollars)

6. LOANS TO CUSTOMERS (CONTINUED)

Etpected Credit Loss Allowanc€s as ofDecember 31, 2018 (in accordance with IFRS 9)

Stage l: Provision 12 month ECL performing loans

Stage 2: Provision lifetime ECL performing loans

Sfage 3: Provision ECL credit impaired loans

Tbtal 25,710,854 4,302,81r

Movement itr Expected Credit f,oss/Allonance for Impairment Losses

$

r0233202
) )Ln Lr1

13237 22s

$

66,03r
I 14,650

4,t22,t30

2018
$

(in accordance
with IFRS 9)

3,643,159

6s9,652

2017
$

(in accordance
with IAS 39)

4pr5329

670,891

( 1,043,061)
4,3O2,811 3,643,1s9

As at December 31,2018, the Bank had loan commitments amounting to $598,143 (2017: 9414,518). These
amounts, which are not reflected in the statement of financial position, reflect the un-disbursed portion of
loans, which have been approved by Management.

Interest Income on Loans to Customers

Balance at beginning of year

Remeasurement (IFRS 9)
Provisbn for (reversal of) loan impairment (IAS 39)

Loans previous! provided for written off
Balance at end ofve ar

Peforming loans

Non-performing loars
Total

2018

$

884,356

39s556

2017

$

1,505,403

823,186

1,279,912 2,328,589

'.'.*
GIDB
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CAYMAN ISLANDS DEVELOPMENT BANK
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2OI8
(Expressed in Cayman Islands Dollars)

6. LOANS TO CUSTOMERS (CONTINUED)

P€.forming and Non-Performiry Loans Dlcember 31, 2014

S!31^...
M o.tgag.s Lo..r

!5

426\ra \&3,e2

sM E 2015
O.bl Lo.n 2015 O.bl

Conioliddion Progr.m Co.solldallon
ttr

Srud6nt Fln.ncl.l Starr Fln..cl.l
Loans Stlm!l!. Loan. a.6i.t.nc.

tll5

99167 2,OOjA 6€,73

I

4454,902 1s21O45 11646 7\960 14436/6 290,62A - 29351

9,475,33s s,658,02a 1,O7A,5M 139,263 1,163,577 3,as4,790 909,301 59{,ta1 29,351

Pertomint and Non-Peiformin€ toans Dcccmber 31, 2017

sME 20€
Busin.s. Oelr! fo.n 2015 Oebt

flortg:9es Loan! Con.olidarion Pro9r.m con.olid.tion
ttttr t

2.493,5s5 32391 1551606 2.238 857

t t

634323

I

29.351

t

12,756,343

5923.033 5,776330 2.373,6e eA47 €3a1 606,549 63460 - 16,314,612

fr.177,a26 5,505,350 1,A12,157 94,!a3a 1,663,9a7 3,745,405 1,2f2,933 aa3.947 29,351

The average interest yield during the period on loans to customers was 4.670/o (2017: 7.55%).Impaired loans

as of December 31,2018 amounted to $13,542,381 (2017: $16.338,612) and interest taken to income on
impaired loans during the period amounted to $395,556 (2017: $823,186).
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6. LOANS TO CUSTOMf,RS (CONTTNUED)

Ageing Analysis of Past Due bt|t not lmpaired Loans

As of December 31. 2018

:tbrrgrges

$

i0 dars and less 788.913

s]t[2015

Lol
DebtCoosolidation Program

$$

20l5 thh
Consoli&tion Stu&ntlodrs

$$
i0,815 i9i.658

.1 I to 6l) days

6l and lesr than 90

dars

9.839 68,181

5.i96

i5.8t6

Total

s

rJ!sJ98

1J82.?93

J]/.OJJ

Businers Lmnr

s

210.610

959.t01

2.ji5

Iituncial

Stinulus

$

l0i.?ti

Other

$

2,616

t8.t.i70

8.{Sl

2M.TE

lt0.0i010,901

1,291,834 1,192J47 69,111 68,787 61,716 973,,166 305J47 2,616 t.e65.724

As of December 31, 2017

Business
Mortgagcs l,oans

$$

599,,167 I ,010,815

Debt 2015 Debt
Consolidation Consolidation

$$

Stu de nt

s;

Ti)tal
$

Renegotiated Loans/Modifi ed Loans

Whcre possiblc, the Bank seeks to restructurc loans rathcr than to take posscssion ofcollateral. This may involvc extenorng
the payment arrangements and the agreement of new loan conditions. Oncc the tcrms havc been rcnegotiate-d, any
irnpainnent is measured using the original Et'tcctive Intercst Rate (EIR) as calculuted bcfbre thc modification of rcnns and
the loan is no longer considcred past duc. When the contractual cash flows of a Ioan are rcnegotiatcd or othcrwise modifled
and thc renegotiation or modification does not rcsult in derccognition, the Bank reoalculates the gross carrying amount of
the loan and recognizes any modilication gain or loss in the statcment ofcomprehcnsive income. lf the restructured tcnns
of a loan are signiticantly <lit'ferent, thc Bank dcrecognizes thc original loan and recognizes a ncw one at fair valuc with
any dilfbrcnce recognized in thc statement ofcomprchensive income.

Thc amount of the cxpected credit loss is measurcd as the ditlcrcnce bstween thc carrying value of the loan and thc prcsent
value of cstimated future cash flows, including amounts rccoverable tiom guaruntees and collittcral, bcseJ on the
reneSotiatcd terms and conditions discounted at the originrl EIR. Managemcnt continually rcvicws rcnegotiatcd loans to
cnsure that all criteria ate mct and that t'uture payments are likely to occur. The loans continue to be sub_ject to an
individual or collective impdirment assessmcnt, calculated using the loan s original EIR. Rcstructurcd loans for thc pcrrod
amounted to $929,845 (2017: $1,284,822). Subsequcnt to Dccember 31, 2018 and as of rhe darc of these financial
statemcnts, none ofthe loans restructurcd during the fiscal ycar ure g0 days or more In arlears.

Repossessed Collateral

In thc nonnal cou6e of business. the security documentation which govems the collateral charged in f'avour of the Bank to
scclre thc debt, gilcs the Bank express authority to reposscss collatcral in thc cvent of default by customers, Rcpossesscd
collatcml is sold as soon as practicable, with proceeds used to rcduce the outstanding indebtcdness. Rcpossessed collaterar
is not recognized on the Bank's statemcnt of financial position. Rcpossessed collateral as of Dccember 3l, 20l8 amountcd
to $7,566,250 (2017: $8,288.625).

l0 days and lcss

I I t(r 60 days

6l and lcss rhan 90 days

179,656 179.6s6
l6?.161 1,7|t2,5?t3

.,-+
GIDB
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7. PROPERTY AND EQUIPMENT

At .l.Il]uary l, 20l ll

t)isposals
A1 l)clemlrer S l, 2i) l8

Accumulatcd Deprcciatiolr
At january l, 201ll

I)cprcciati(m chargc lbr the year

Al l).lcmberSl.20llt

Nct Book valuc - l)ccembcrfl.20l8

Nct Book valuc l)ccemt,('r31,20l7

Motor
Ruilding vehicles

s$
760,000 19,880

Computers
$

372.0rJ3

3a,o'72

!'u rn i au re
and Oftice
r.-quipmcnt

$
95.133

5-734

'lbtal
s

t,257.096
41.806

760.(X)O 29.8 SO 410. t 55 I (X).867 I ,300.902

l5,l(x)
12,.15o

5 .9'7 6 15.5('5 337

:]62-7 54

3'7.()711

15.2(X) | 8.12rt 370"921 .199.113 2

74.t,aoo I l,.r5.1 39,23,1 5,542 aol,0?o

760,OOO l7,J.lo 16,727 ta5 791,312

As of Dcccrnber J l, 20I 7. thc lair valuc of the building is cstin)rtcd at $760.000 basecl on an indcp0ndcnt valuation ropott
prcparcd by DDL Studio Ltd as of No\'crnbcr l{). 2017: no valuirtion rvas donc for ycar cnded Dcccmbcr 31. 1018. The
\aluation was prcparcd in accordance with thc Royal Institution ol Chanercd Surveyors (RICS) Valuation Profcssional

Standurds. Thc r,aluc uscd by DDL Studio Ltd is rhc Fair Valuc as detincd by the Intcrnationll Accounting Standards

Bo.trd (IASB) and thc Intcrnational Financial Rcponing Standards (IFRS) l3 and adopted by thc Royal lnstitution of
Chanered Survcyors (Rl('S) as The pricc that would he reccivc(l to sell an assct or paid to transfer a Iiability, in an orclcrly

trilnsaction between rlurkct pafticipants 0t thc mcasuremont clnte"- In arriving irt thc valuation fbr thc building, DDL Studio

[-td utilized thc lnvcstnent Approach. Thc lnvestmcnt n]ethod asscsses whdt lcvcl of net rcvcnue can be genemtcd by

lctting the building ancl what l ield in tenns of perccntage return on invested capital would bc a reasonablc expectati(nt fbr a

business in\csror in this typc of propc(y. The resulting changc in the valuation of the building of $(2 1,323) is rccorded in

othcr comprehensi!c income and also on thc statcment of tinancial position as of Dcccmber 3l, 2017. Thc valuation rcpon
did not includc thc componentiTation brcakdorvn of thc building as requirccl under IASl6. and us such. deprcciatton

rcUcctcrl in thc flnoncidl statcments is bascd on thc ovcrlll voluc of the building. The carr,ving iurount ol building bctirrc
rcvaluation is $785. 144.

CIDB acquircd and implcmcnted 0 banking software systcrn. Real Timc Intcgrated Banking System ('RIBS'). tiort
Cresham Computing Ltd. during thc 2(X)412005 year. The annual fae chargcd tirr thc period Scptcntber 2017 to August

2018 is US$21,31.1. During 2018, rhc Bank bcgan an excrcisc b upgmdc thc banking soti*'are to thc new Alpha Banking
sotirvare acquircd t'rom Highgetc Systcrns (tbrmerly Crcsham Computing [,td). Thc annual t'ec chargcd fbr the pcr()d
Scptcmbcr 2018 to August 2019 is US:'jz5.000.

Nlovemenf in Revaluation Reserve - Buildins
2018

$
374,647

20r7
$

196,010
(21.323)

Balance brouglrt firrward
Rcvaluation sLrrp lus (deficit)

Revaluation reserve balance carried lbilvard 374,647 371,687
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8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities are comprised of funds held in hand for the payment offees on behalf
of customers, professional fees and other payables. As of December 31, 2018, and 2017 the balances were as
follows:

lrunds in hand f()r palment of lccs on behrll'

Pr('lcssional ftcs
l,cnsion liability payable

Accrued tcave liability
('rcdit card
()thcr payablcs
'l'otal

20la
$

2.+, to I

8l.o I I

| | ,'/06

331

5.1386

2'Jt7
$

160,190

76,01 I

I 02,OOO

7.993

4,91O

r23,O38 35r,l04

As of December 31, 2018, there was a Past Serr,ice Liability balance of $102,000, representing the one
employee who participated in the defined benefit plan of the Public Service Pensions Board. The liability has
been transferred as of June 30, 2014 to the Government as the employee retired during 2012. The amount of
$ 102,000 payable to the Govemment as of December 3 l, 2017 was paid in full during May 2018.

9. AUTHORIZED AND CONTRIBUTED CAPITAL

The authorized capital of CIDB is CI$50 million as stated ir Section l4(l) of the Coyman IslanLl.s
Developmenl Bctnk Law. (2018 Revision). At December 31, 2018, the amount of contributed capital of
$19.319,185 (2017: $17,069,185) amounted to 39'% (2017:34%) of the $50 million authorized capital rn
accordance with Section l4(3) ofthe Ca,-mut Islands Develctpment Bunk Lart, (2018 Revision) which requires
that the paid up ponion of authorized capital should not be less than 3olo ofthe authorized capital. During year
ended Decernber 31, 2018 the Banl received $2,250,000 in contributed capital from the Cavman Islands
Government ( l8 months ended Decemb er 31,2017 39,780.000).

IO. STATUTORY RESERVE FUND

Under Section 20 of the Caman Islands Development Bank Letr, (2018 Revision), the Bank is required to
establish a reserve. The Bank transt'ers 20rzo of its annual net income until the balance reaches the paid-up
pofiion of the authorized capital of the Bank (cunently $19.3 Million). There was no transfer to the Reserve
Fund for year ended December 3 l. 2018 as the Bank made a loss ( l8 months endsd December 3l, 2017: Nil)
As of December 3l, 2018, the Statutory Reserve Fund has a balance of 562,973 (2017 962.973).

II. PERSONNEL

Public Service Pension Plan

Pension contributions for eligible employees of the Bank are paid to the Public Service Pension Fund (the
"Fund"). The Fund is administered by the Public Service Pensions Board ("the Pensions Board") and is
operated as a multi-employer plan. Prior to January 1, 2000 the scheme underlying the Fund was a defined
benefit scheme. With effect from January l, 2000, the Fund had both a defined benefit and a defined
contdbution element, with participants joining after January 1, 2000 becoming members of the defined
contribution element onlv.

dfrb
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11. PERSONNEL(CONTINUED)

Defined Contribution Plan

A defined contribution plan is.a pension plan under which the Bank pays fixed contributionsl there is no legal

or constructive obligation to pay further contributions. Thc assets of the plan are held separately tiom those of
the Bank in a tund under the control of the Pensions Board. Where employees leave the plan prior to vesting
firlly in the contributions, the contributions payable by the Bank are reduced by the amount of the forfeited
contributions.

CIDB contributes l3% of the employecs' monthly pensionable eamings to the Public Service Pension Fund.

This includes an additional lo% to cover ancillary costs, which is required of statutory authorities from July I,
2003. The total amount contributed by CIDB for the year ended December 3 l, 2018 u as $ 108,173 ( l8 months

ended December 31 ,2017: $144.424).

Pension contributions are paid for all eligible employees on their pensionable emoluments. lwelve of the
Bank's 13 employees (2017: ll) all participate in a dchned contribution scheme. Under the ftlan. the
obligations and assets are both equal to the account balances held on behalfofthe panicipants and no actuarial
valuations are reouired. The Plan is funded at rates of:

Defined Contribution Plans
2018 2017
6||/06.,/1\
70/o 7%

- Employee
- Employer

Defined Ben€fit Plan

A delured benefit plan is a pension plan that detines an amount of benefit that an employee is entitled to
receive in retirement, dependent oo one or more fhctors such as age, years of service and salary. A full
acbrarial valuation by a qualified independent actuary is carried out every year.

As of December 31.2017, there was a Past Service Liability balance of $102.000, representing the one

employee who participated in the defined benefit plan of the Public Service Pensions Board. The liability was

transferred as of Junc 30, 2014 to the Govemment as the one employee retired during 2012. The amount of
$ 102,000 was fully paid in May 201 8 to the Govemment.

12. RELATED PARTY TRANSACTIO,\*S

a) Transaction rvith the Cayman lslands Government

CIDB acts as an agent for the Cayman Islands Covemment in respect of the Hurricane Relief Programme
(Housing Recovery Grant) and the Education Council Scholarship Fund. For the year ended December 31,

2018, CIDB received payments of $ 1,026,3 l7 ( l8 months ended December J I ,2017: 5789,476) for providing
these services as outlined in a purchase agreement between CIDB and the Cayman Islands Covemment.
Cunently. CIDB is economically dependent upon Government to meet its operational expenditure.
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12.

a)

RELATED PARTY TRANSACTIONS (CONTINUED) .

Transaction with the Cayman Islands Government (continued)

Effective August 2013, CIDB entered into ar agreement with the Young Nation Builders Scholarship
Programme (!NBP) to administer the bank account on behalf of YNBP. Up until June 30, 2016, CIDB
received $42,951 annually for sewices provided to YNBP ($2,500) and the Ministry of Education ($40,451).
The agreement with YNBP covers the four years ending June 30, 2014 to June 30. 2017. The fee arrangement
over the four-year period is listed below. There have been no disbursements under this fund since July 4,2017
and in August 2018 the YNBP fund was closed and a total of$527,351 was transferred to the Govemment.

l. Year ended June 30, 2014 - $8,000
2. Year ending June 10, 2015 - $4,000
3. Year ending June 30, 2016 - 52,500
4. Year ending June 30, 2017 Nil

The amounts received and disbursed on behalfofthe programs are recorded on a timely basis by CIDB and the
cash balances as of December 31, 2018 are included on CIDB's statement of financial position along with the
corresponding amounts due to these programs, amounting to a net impact of nil on CIDB's statement of
financial position. The cash for these programs are held in separate bank accounts on behalf of the Cayman
Islands Govemment.

The balances to be distributed from these programs and are due and payable to each program as of December
31,2018 and 2017 are as follows:

2018
$

2017
$

Educati()n Council Scholatsbip Fund
Young Natirn Builders Scholarship Program
Housing Rccovery Grant
Total

1?z1r rll l ? 4sr) ?17

- a)'7 4) |

t76,963 t75,O2ta
3,519,774 4.132.7a6

b) Transactions with Members ofManagement and Staff

Dudng the year ended December 31, 2018, CIDB had four key management personnel positions which
consisted of the General Manager, Financial Controller, Operations Manager, Senior Risk Manager. The total
compensation received by key management personnel for the year ended December 3l, 2018 totaled $486.540
(18 months ended December 31, 2017: $703,805), which represents salary, pension and medical expenses for
the reporting period. Defined contdbution plan expense tbr key management personnel for the year ended
December 31,2018 amounted to 348,256 (18 months ended December 31,2017: 970,619).

As at December 31, 2018, Senior Management held loans totaling $46,606 (2017: 361,884). Income eamed on
Senior Management loans for year ended December 31. 2018 amounted $2,563 ( 18 months ended December
31.2017: $5.073).

.,A
CIDB
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12. RELATED PARTY TRANSACTIONS (CONTINUED)

b) Transactions rvith Members of llanagement and Staff (continued)

As of Decenber J I , 2018, the total staff loan balancc is $594,l8l (2017: .$433,9,+6). The outstanding balances
arose from thc ordinary course ofbusincss. The interest charged to staffaud Senior Management is at nomal
lending rates.

For the year cnded December 3 I, 2018, the Bank has not made any provision fbr impairment losses relating to
amounts orvcd by Senior Managcment or staff (2017: Nil).

13. FAIR VALUE.!\D RISK ASSESSN{ENT OF FINANCIAL INS'TRUNIENT

Risk Nlanagcment

Financial assets of the Bank includc cash. cash equivalents. fixed deposits. loans to customcrs. Financial
liabilities include accounts payable and accrued liabilitics and long-tcrm loan.

a) Inlcrcst Rale Risk

Interest rate risk arises tiom thc possibility that changes in ilterest will affect future cash flows or the falr
values of flnancial instruments. CIDB provides loans and technical assistance in the areas of hutnan resoutce
development. housing and small business, in particular in the agricultural, burism, and industrial sectors. The
Bank minimizes interest rate risk principally by on-lending at variable ratcs of interest from funding provided
by long-temr debts with i?riablc interest rates.

The Bant< manages thc interest ratc risk by securing funds from intemational financial institutions rhich
review their lending rates to CIDB quafterly. Details ofrates and maturities arc presented in Note 13.

b) Credit Risk

Credit risk is the risk that the Bank will incur a loss because its customsrs fail to discharge their contractual

obligations. The net carrying amount of loans to customers of 521,408,043 represents thc maximum exposure

to credit risk as ofDecember Jl. 2018 (2017: $25,451.836) for this category ofhnancial assets. llorvever. this
risk is partially mitigated by collatcral held as security tbr certain loans. Collateral held includes rarv land.

commercial and residential propertics.

Cash and fixed dcposits are held with conventional banks. As of December 31. 2018, the total net cash and

equivalents of $6-559.283 (2017: $12.781,868) and ner fixed deposit of$11.769,986 (2017: 55,175,028)
represent the Bank's mar<imum exposure to credit risk tbr this category of financial assets.

The Bank manages credit risks on loans advanced to individuals and companies, rvhich satisfics the Bank's
lending requircments. by requiring borrowers to provide adequate security. limiting the total value of loans to

a single borrower to 1096 of its total capital and spreading its risk over several developmental sectors. In
addition. there is an intemal credit rating svstem that classifies loans on the basis ofcredit risk.
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13. FAIR VALUE AND RISK ASSESSMENT OF FINACIAL INSTRIJMENT (CONTINUED)

Rf sk Management (continued)

c) Fair Value

The carrying values ofcash, fixed deposits, loans to customers, other receivables, accrued liabilities and long-
term liability are not materially different from their fair values.

14. LONG.TERM DEBT

After initial measurement, long-term debts are subsequently measured at amortized cost.

LSans from Caribbean Development Bank ("CDB')

On the establishment of CIDB, three lines of credit with CDB were transferred from the former Asricul ral
and Industrial Development Board to CIDB.

In May 2002, CDB granted a new lins of credit (9/OR-CAy) of US$5 million (CI$4.154 million) for
mQrtgage financing to the Ca),rnan Islands Covemment with the CIDB acting as Executing Agent. This was in
addition to 7/OR-CI line of credit of $996,960 (US$1,200,000). In 2008, CIDB made additional drawdown of
$238,396 (US$ 286,948). For year ended June 30, 2016 there was one line of credit existing, 9/OR-CAY. The
7/OR-CI line ofcredit was repaid in full in January 2013.

During June 2017, the outstanding principal balance of US$1,593,837 on the 9/OR-CAY line of credit was
regaid in full ahead ofscheduled maturity.

Total interest expense incurred on the CDB loan for the 18 months ended December 31, 2017 amounted to
s47,26s.

JJ
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14. LONC-TERr\I DEBT (CO)ITINUED)

Long-tcrm Debt rvith Local Financial Institution

During June 2015, CIDB used f'unds from its tixed deposit to repay US$5 Million credit t'acility with a local
financial institution which was originally due for repaynent in January 2016 and received US$36.8 Milhon
proceeds under a nerv credit tbcility vith a local financial institution to consolidate and repay outstanding
credit lacilities falling due June 2015. The new credit f'acility is for a temr of 10 years (maturing June 30.
2025) at an interest ratc ollU.S. 3-Month LIBOR plus 1.125% and is secured by a Govemment Guarantee.

Undcr the terms of the agreenent. interest only rvill be paid in thc first 3 years tbr July 2015 to June 2018.
after rvhich amofiized paym!'nts of principal and interest will be madc. During September 2017, a partial
prepaymsnt of US$8 Million was madc on the credit t'acility. leaving a bnlance of $USS28.8 Million. -fhis

prepayment was funded both by capital contdbution fiom the government in thc amount of CI56.28 Million
and thc balance fiom CIDB's intemal funds. Total interest expense incurred on thc credit t-acility for the year
ended Dcccmbcr 31. 2018 amounted to $768.715 (18 months ended Dcccmber i1.2017: Ss66.196). All
borrowing costs incurred during the pcriod have been expcnsed.

Tcrms and Principal Rcpayment Debt Schedule as at December 31,2018

TOTAI,
$

I ltarorless l-2 Years 2-5 Years Over5Years
$$$$

Sc cured Credit Facilitl
tlS$ 21.9 Million due June 2025, Variable

Rate at l-Month US$ I-IBOR plus

L l25,I
TOTAL

19.850.581 ,1.076.458 4.076.458 11.69'7,665

t9,850,581 4,076,458 4,076,458 | |,6s7,665

Terms and Principal Repaymcnt Debt Schedulc as at December 31,2017

TOTAI,
$

I Year or
les s l-2 Ycars

$$

Over 5
2-5 Years Years

$$

Secured Cre dit Facility

US$ 28.8 Millbn due June 2025, Variable

Rate at 3-Month USS LIBOR plus

t.l15"r,

TOTAL

4.076458 4.076-458 t2-229.111 3,544.7502392-7,040

23,927 ,O10 4,076,458 4,076,458 12,229,374 3,54,1,750
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OTIIER SIGNFICAIIT EXPENSE ITEMS

details ofother significant expense iiems in dle statement ofcomprohensive income include:

Salrrles and Other Stsff Ben€fits

Expcnses
Cost - Defured Contribution Plan
Cost - Defned Benefrt Plan

and Other Relatcd Expenses

Accommodrtion Costs

2018
$

8412O9
t7t,@2
108,173

t8220
r.138.604

2|D17

$
I,135,833

232994
144A24

76,OOO

t3,627
r.602.878

2018
$

37,708
23,856
lzJss
5,502

r0,800
t4,892

__l0s,st!_

2017
$

59,990

31,137

15,67s

8,965

16,158

23,130
155,055

"b"
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16. STATEMENT OF CONTINGENT LIABILITIES AND COM UTMENTS

The Bank had no known contingent liabilities at D€cember 31, 2018 (2017: Nil).

At December 31" 2018, the Bank had commitrnents relating to maintenance of the RIBS/EDGE and Alpha
banking software by Highgate Systems (formerly Gresham Computing Ltd). The amount cornmitted per year
is approximately $20,770 (2017: $23,000).

As at December 31, 2018, the Bank had loan comrnitmenrs amounting to $598,143 (20t7: $414,518). These
amounts, which are not rcfleoted in the statement of financial position, reflect the un-disbursed portion of
loans, which have been approved by Management.

17. EVENTS AFTER THE REPORTING DATE

There are no events subsequent to the reporting date that have a material impact on these financial statements.

d'mb
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