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Mission Statement 
 
 

CINICO’s mission is to provide affordable health care coverage on the most cost effective basis 

possible, to ensure the wellness of residents of the Cayman Islands.   
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The Purpose of CINICO 
 
 

The purpose of CINICO is to: 

� Control spiraling healthcare costs incurred by the Shareholder; 

� Empower medical professionals over healthcare financing decisions; 

� Help people who reside in the Cayman Islands gain access to affordable, quality 

healthcare; 

� Maintain reinsurance for catastrophic events. 
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6 September 2005 
 
 
To our Shareholder: 
 
 
Overview 
As of 30 June 2005 it is eighteen months since the Cayman Islands National Insurance Company 
Ltd (“CINICO”) was granted a Class A licence under the Insurance Law (2003 Revision).  The 
general nature of CINICO’s activities during the first complete fiscal year was both the 
administration of health benefits and the provision of health insurance benefits to five member 
groups: 
 

1. Group 30100 - Civil Servants, Pensioners and Government Entities 
2. Group 30101 – Seaman, Veterans and Others 
3. Group 30102 - Social Programs 
4. Group 30103 – Advance Patients 
5. Group 30104 - Elderly, Health Impaired, Low Income and CINICO Employees 

 
As of 30 June 2005 total membership was 11,077 (2004 – 10,577), an increase of 5% over 2004.  
The most significant change was an increase in the membership of group 30104 which increased 
43%.  The following chart illustrates the comparative composition for the two years: 
 

MEMBERSHIP COMPOSITION 
  30 June 2005     30 June 2004 

6%9%
0%0%

9%9%

11%10%

72% 74%

3010030100 30101 30102 30103 30104 30101 30102 30103 30104
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Of the total 11,077 (2004 - 10,577) members that existed as of 30 June 2005, 53% (2004 - 52%) 
are female and 47% (2004 - 48%) are male.  The average age of the population was 42 (2004 – 
42) for females and 40 (2004 – 41) for males.  The average age of the five CINICO groups 
individually was as follows (Note there were no members in the 30103 group at the fiscal period 
end dates.): 
 

AVERAGE AGE 
 

Fiscal Period 
End 

Group 
30100 

Group 
30101 

Group 
30102 

Group 
30104 

2005 34 69 62 47 
2004 34 68 63 47 

 
Total Income 
For the period 1 July 2004 to 30 June 2005 CINICO’s scope of activities for groups 30100, 
30101 and 30104 was the provision of health insurance.  The total premium income for these 
programs was approximately $16.5 million (2004 - $83,000) which is significantly different from 
the prior period.  The reason for the significant difference is that during the prior period only the 
group 30104 program provided health insurance from the period 1 April 2004 to 30 June 2004.   
 
For the period 1 July 2004 to 30 June 2005 the scope of activities for groups 30102 and 30103 
was administration services only (“ASO”).  ASO means that CINICO only adjudicated the health 
benefit claims on behalf of these programs, and the Cayman Islands Government was responsible 
to pay for all costs associated with the administration and payment of these claims.  The total 
ASO fees income was approximately $388,000 (2004 - $517,000).  The reason for the decrease 
in the ASO fee income is that during the period 1 February 2004 to 30 June 2004 groups 30100, 
30101, 30102 and 30103 were all ASO programs.   
 
The total underwriting income of approximately $16.9 million (2004 - $600,000) was split 
amongst the five groups as follows: 
 

TOTAL UNDERWRITING INCOME ALLOCATION 
  30 June 2005     30 June 2004 
 

76%

17%

2%

0%

5%

30100
30101
30102
30103
30104

          

70%

8%

8%

0%

14%

30100
30101
30102
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There has been minimal investment income earned to date. 
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Early in the 2004/05 fiscal period, it was apparent that the premium income for group 30100 and 
30101 was insufficient.  The Company attempted to obtain a premium rate increase, however this 
was not acceptable to the shareholder/insured, hence the shareholder agreed to an additional 
paid-in capital amount of $4,455,428, as per the Amended Ownership Agreement, to subsidize 
the insufficient premium for these two groups.   
 
Total Expenses 
The total expense for the period 1 July 2004 to 30 June 2005 was approximately $24.4 million 
(2004 - $1 million).  The expenses are split between claims costs (“Claims”), contributions to the 
segregated insurance fund (“SIF”), underwriting expenses (“U/W”) and administrative expenses 
(“Adm”) as follows: 
 
 

TOTAL EXPENSE ALLOCATION 
       

0

50

100

Claims U/W Adm. SIF

SIF 2 1

Adm. 4 39

U/W 6 53

Claims 88 7

Jun '05 % Jun '04 %

 
 
The total claims cost of $21.4 million (2004 - $68,000) is for groups 30100, 30101 and 30104 
only; and represents claims paid of $14.1 million (2004 - $18,000) and a provision for claims 
incurred of $7.3 million ($50,000).  The significant increase over the prior period is due to the 
fact that only group 30104 existed as an insurance program in the prior year for the period 1 
April 2004 to 30 June 2004.  It is estimated that 55% of the total claims cost of CINICO is for 
it’s primary network provider, the Cayman Islands Health Services Authority. 
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In addition to the total claims costs recorded for the CINICO health insurance programs, there is 
an estimated claims cost for the incurred period of 1 July 2004 to 30 June 2005 for the ASO 
groups 30102 and 30103 of approximately $4.6 million and $900,000 respectively.  This 
represents claims paid of $2.1 million and a provision for claims incurred of $3.4 million.  It is 
estimated that 54% of the group 30102 total claims cost will be paid to the Cayman Islands 
Health Services Authority.  All of the group 30103 claims are paid to complementary overseas 
network providers. 
 
As a reminder, the CINICO policy is structured such that the primary network provider is the 
Cayman Islands Health Services Authority.  If a member of CINICO is in need of medical care 
(or dental care for those plans that offer dental coverage) the member must go to the Cayman 
Islands Health Services Authority for treatment.  If the medical practitioner (or dental 
practitioner) has determined that services are unavailable at the Cayman Islands Health Services 
Authority, then approval for treatment by the CINICO complimentary network is sought by the 
attending practitioner, not the CINICO member.  Medical treatment is approved by the Chief 
Medical Officer and dental treatment is approved by the Chief Dental Officer.  The CINICO 
complementary network includes other Cayman Islands medical/dental providers, as well as 
medical providers in over 130 countries around the world which are accessed through CINICO’s 
overseas care management consultant. 
 
The only exception to the rule that a member must go to the Cayman Islands Health Services for 
medical treatment is if an emergency occurs while a member is overseas.  In the case of an 
overseas medical emergency, the admission must be certified within 48 hours by calling the 
telephone number provided on the member’s CINICO identification card. 
 
2004/05 Strategic Goals and Objectives 
The following is a brief description of CINICO’s achievement of it’s strategic goals and 
objectives for the period 1 July 2004 to 30 June 2005: 
� The National Health Insurance System (“NHIS”) software program implemented 1 

February 2004 continues to be refined based upon the needs of the users.  Meetings are 
held with all users to discuss recent issues and plan for future management information 
needs.  Users of the system include the Cayman Islands Government Computer Services 
department, Portfolio of Civil Service, Public Service Pensions Board, Family and 
Children Services, the Cayman Islands Health Services Authority and CINICO. 

� The NHIS is now capable of recording co-ordination of benefits information to ensure 
that CINICO is properly recorded as the secondary payer where applicable, however 
more information needs to be collected from CINICO members to populate the database. 
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� Care management procedures were revamped during the year in order to effectively 
utilize the knowledge of the General Manager of CINICO.  During the year a request for 
proposal process was completed for care management consulting services which resulted 
in the recommendation and approval by the Directors of a new care management 
consultant effective 1 August 2005.  Procedures established with the new care 
management consultant provide for detailed oversight by the General Manager of all 
overseas treatment of CINICO members, which will result in enhanced financial 
management of the overseas claims.  The oversight will enable the General Manager to 
search for alternative financing of overseas care if it is available. 

� During the fiscal year CINICO developed significant business relationships with 
particular medical providers in Jamaica.  Prior to establishing the business relationships 
CINICO sent a qualified team to inspect the facilities to ensure quality of care.  In 
addition, with the change in care management consultants, CINICO has expanded it’s 
complimentary provider network to approximately 130 countries. 

� The Company has streamlined it’s financial process to improve upon the timeliness of 
payment to health care providers, especially in the ASO programs. 

� The Company sought reinsurance from a highly rated AM Best reinsurance company.  
Proposal information was collated and submitted to many reinsurance companies.  Based 
upon the review of the quotations received, a reinsurance agreement was approved 
effective 1 July 2005 for excess of loss reinsurance. 

 
CINICO has achieved a great deal during the fiscal year 2004/05, and with the implementation of 
the reinsurance agreement is now in compliance with the established purposes of the Company.  
This does not mean that management and the directors of CINICO are content.  Management 
will continue to strive to improve service to members; and to control the financial cost of 
healthcare for its Shareholder. 
 
2005/06 Strategic Goals and Objectives 
For the fiscal period 1 July 2005 to 30 June 2006 the following are the strategic goals and 
objectives: 
� Contain the increase in claims costs to approximately 7% for the underwriting year 

2005/06.  This is an aggressive goal since 40% to 45% of claims cost is estimated to be 
with complimentary network providers whereby medical inflation can run in the double 
digits. 

� Although only 14% of the total costs are non-claims, CINICO will analyze operations to 
determine if additional efficiencies are possible. 

� Continue to enhance the complimentary network providers. 
� Continue to evaluate the level of reinsurance to determine the most cost effective risk 

transfer mechanisms for the Shareholder. 
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Utilization Summary 
For the period from 1 February 2004 to 30 June 2005 the percentage of paid claims locally 
versus overseas on an inpatient versus outpatient basis for all CINICO members is illustrated in 
the following chart: 
 
 

INPATIENT & OUTPATIENT UTILIZATION 
 

19%

28%44%

9%

Local -
Inpatient
Local -
Outpatient
Overseas -
Inpatient
Overseas -
Outpatient

 
 
 
The payments to overseas providers are inflated relative to the payments to local providers due to 
the lower than anticipated payments made to the primary provider.  The overseas inpatient 
utilization however is still a significant dollar amount.  The overseas inpatient utilization 
represented 129 admissions with an average length of stay of 40 days.  The total charges were 
23% for room and board, 64% for ancillary and 13% for physicians.  The largest medical 
diagnosis was circulatory with 31 admissions which comprised 30% of the total overseas 
inpatient payments.  The second largest diagnosis was newborns with 2 admissions which 
comprised 12% of the total overseas inpatient payments. 
 
 
Conclusion 
As stated a year ago, and now being reiterated, CINICO is dedicated to providing value added 
services to its shareholder to help control the spiraling cost of health care benefits provided to 
various residents of the Cayman Islands, and to help the people who reside in the Cayman 
Islands gain access to affordable, quality healthcare.  We thank you for your continued 
confidence in our abilities. 
 
 
 
___________________________ 
Ron Sulisz 
President/Chief Executive Officer  
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Subsequent Events 
 
 

Subsequent to 30 June 2005, three significant events incepted based on decisions made during 
the fiscal year 30 June 2005.   
 
1. On 1 July 2005 the negotiated excess of loss reinsurance contract incepted. 
 
2. On 1 August 2005 CMN Inc. commenced service as the overseas care management consultant 
for the Company.  In order to effectuate this change, CINICO undertook to redistribute 
identification cards to all members.  Notification was provided to members through newspaper 
advertisements, radio advertisements, internet, communication to local providers, 
communication to frequently used overseas providers and presentations to Civil Servants. 
 
3. On 15 August 2005 CINICO commenced their monthly visit to Cayman Brac in order to 
provide face-to-face customer service to the many CINICO members who reside in Cayman 
Brac, therefore are unable to visit our office in George Town. 
 

 
Pictured our left Carole Appleyard the General Manager of CINICO and Commissioner Ryan during the inaugural 
CINICO monthly visit to the Cayman Brac on 15 August 2005. 
 
In addition to the above, in December 2005, the Company’s primary health care provider, the 
Cayman Islands Health Services Authority (CHISA) maintained that there were a considerable 
amount of 2004/5 claims that had yet to be submitted to the Company due to ongoing computer 
and system problems it was experienced.  The company underwent a process to settle these 
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claims which resulted in an additional $3.0 million of recorded losses subsequent to the initial 
calculation of 2004/5 actuarial reserves.  As a result the Company was in breach of its minimum 
net worth requirement for regulatory purposes, which requires capitalization of $3.0 million; the 
Company had only $18,569.  To rectify the deficiency, in the 2006/7 budget, the government 
made a commitment to pay $3.0 million in additional paid-in capital which was received on July 
11, 2006. 
 
The discovery of the additional 2004/5 claims implies that there would also be a capital 
deficiency for the 2005/6 fiscal year as premium for that year was set in 2004 and did not factor 
in the additional claims.  Thus, for year ending June 30, 2006 the Company recorded a loss of 
$3.9 million resulting in a negative net worth of the same.  The Company has developed a plan to 
rectify the regulatory net worth deficiency which involves seeking an equity injection in the next 
2006/7 Supplementary budget or 2007/8 Budget.  In addition the Company would be pursuing a 
$5.0 million letter of credit which would alleviate potential future timing issues, relating to the 
budget process, in obtaining a cash equity injection resulting from potential future losses 
compromising the required net worth amount of $3,000,0000. 
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Board of Directors     Management 
 
Sharon Roulstone (Chairperson)   Ron Sulisz  
Partner       President/Chief Executive Officer 
Turner & Roulstone     CINICO 
 
John Douglas      Frank Gallippi 
Cayman Islands Seafarers Association  Chief Financial Officer 
       CINICO 
Pastor Al Ebanks 
Pastor       Carole Appleyard 
Agape Family Worship Centre   General Manager 
       CINICO 
Lemuel Hurlston 
Partner       Committees of the Board 
Watford Insurance Brokers Limited   
       Audit/Finance Committee 
Carlyle McLaughlin     Frank Gallippi  
Retired Partner     Carlyle McLaughlin * 
Ernst & Young     Daniel Rattan  
       Ron Sulisz  
Diane Montoya        
Deputy Chief Officer     Eligibility/Risk Control Committee 
Ministry of Health & Human Services  Carole Appleyard 
       Lemuel Hurlston * 
Dr. Ruthlyn Pomares     Diane Montoya * 
General Practice Physician    Haroon Pandohie 
Health Services Authority    Dr. Gerald Smith 
       Christian Suckoo 
Bruce Vander Els     Ron Sulisz 
Vice President/Chief Actuary  
La Cruz Azul de Puerto Rico, Inc.    
 
 

Executive Committee 
       Sharon Roulstone * 
       Diane Montoya 
       Ron Sulisz     
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Appendix 
 

Audited Financial Statements 
 

As at 30 June 2005 
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