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MESSAGE FROM CHAIRPERSON OF THE BOARD OF DIRECTORS

The year 2020 was one of the most challenging years
in the history of the Cayman Islands Monetary
Authority (the Authority) and the financial services
industry. Amidst the business operational changes
forced upon the Cayman Islands by COVID-19, the
Board of Directors worked closely with the
management team to protect and strengthen the
Authority’s overall plans, which included various
strategic and regulatory developments.
Subsequently, a large volume of legislative
amendments was approved by the Board to enable
the Authority to meet the economic substance and
the Caribbean Financial Action Task Force
requirements within the deadline.

Continuing the governance work that the Board of
Directors commenced in 2019, the Authority
developed its first risk register during the 2020
financial year. The risk register also served as the
basis for the development of a risk-based audit plan
which will ensure that the internal audit function can
focus its work on the priority risk areas within CIMA.
Approval was granted for the hiring of a Chief Risk
Officer to ensure that the risk management focus will
continue to be embedded and sustained throughout
all areas of the Authority’s operations.

Earlier in the year, an online portal was implemented
to improve the efficiency and effectiveness of board
meetings, as well as reduce the time spent
distributing board materials. This has become a
valuable feature for directors as it allows a
convenient preview of documents.

Another area of focus was the implementation of the
formal online complaints process, which sought to
enable licensees to efficiently report complaints to
the Authority, and for the Authority to comply with
additional obligations under the Public Authorities Act
and the Data Protection Act.

As an essential part of its operational developments,
and in light of the recent occurring events, the Board
also worked together with the management team to
revise the Authority’s business continuity and
disaster recovery plans, both of which include
comprehensive provisions to ensure that the
Authority can respond to other unplanned events
such as earthquakes and pandemics.

In this context, I wish to thank the Managing
Director and her staff for their continued hard
work and dedication during these unprecedented
times and over the past 20 years. I also extend
much gratitude and appreciation to the industry
professionals for complying substantially with the
deadline requirement for filing private funds,
especially during a very hectic period.

The Board of Directors will continue to work with
CIMA’'s management team, staff and stakeholders
to deliver on our commitment to enhancing
regulatory effectiveness, mitigating risks, and
highlighting our status as a world class financial
centre that is financially safe and sound.

Patricia Estwick
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The COVID-19 pandemic impacted many regulated
entities, with most having to adapt to new ways of
working. Needless to say, 2020 was a busy year for
the Cayman Islands’ financial services industry and
the Cayman Islands Monetary Authority (CIMA)
alike. Much of our efforts were geared towards

meeting economic substance and  CFATF
requirements.

Significant to these changes were:

e The implementation of an enhanced

supervisory regime for Registered Persons,
formerly Excluded Persons, under the Securities
Investments Business Act.

e The enforcement of the Private Funds Act,
which resulted in 12,695 new private funds
registrations.

e The Mutual Funds (Amendment) Act which now
requires funds, with fifteen investors or less, to
be regulated by CIMA. Prior to the
commencement of this Act in February 2020,
these funds were exempt from licensing and
registration.

e The Mutual
(Amendment)

Funds (Annual
Regulations 2020

Returns)
outlines
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additional information required by regulated
mutual funds, which will assist CIMA in
attaining the requisite information for macro-
prudential supervision.

e Effective October 2020, the Virtual Asset
Service Providers Act requires entities wishing
to provide such services to be registered with
CIMA. This regulatory framework will be
implemented in two phases. The first phase was
the registration and notification process, which
ended on 31 January 2021 and focused on AML,
CFT and CPF compliance, among other key
areas of risk. Phase two will include a licensing
and approval process that will begin once the
appropriate aspects of the Act come into effect.

Legislative amendments were also made to the
Monetary Authority Act, and the Administrative
Fines Regulations including those relevant to other
regulated sectors.

Industry Update

Despite the challenges faced in 2020, the industry
stood strong.

According to the Ilatest statistics, there were
24,591 regulated funds as of December 2020,
compared to 10,857 the previous year. This
significant increase is largely due to the required
filing for private funds and limited investor funds,
as previously mentioned.

According to the 2019 Investments Statistical
Digest, Total Gross Assets and Total Net Assets
increased by 10% and 8%, respectively.

Reported Net Income was US$451 billion compared
to the loss of US$30 billion the previous year,
reflecting a gain in global stock prices and a strong

rebound in financial markets. These activities
represent a steady growth in overall assets
managed by Cayman-based funds, confirming

Cayman’s position as the leading jurisdiction for
establishing offshore investment funds.

As of December 2020, there were 1,650 Registered
Persons compared to the previously existing 2,198
Excluded Persons. This decrease was attributable
to the legislative changes designed to meet the
economic substance requirements under the ES
Amendment Act, as well as amendments to the
Securities Investments Business Act, which
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brought Registered Persons under the full scope of
the Authority’s supervision, as indicated earlier.
The number of securities licensees remained
consistent with the previous year.

At the end of 2020, there were 110 licensed banks
compared to 123 in 2019. Although there has been
a decline in licensed banks due to optimisation
efforts, activities showed heightened interest in
Category A and B licenses.

For fiduciary services, there were 349 trusts and
corporate service licensed entities, compared to
352 in 2019, resulting in a 0.85% decrease. Since
2019, there was a 6% increase in trust registrants,
from 178 to 189, mainly due to a net increase in
the registration of private trust companies.

With 771 insurance licensees, the Cayman Islands’
insurance industry also maintained an upward
trend and remains the world’s leading domicile for
healthcare captives and the second largest for
captives. In 2020, 36 new international insurance
companies were added to the market, compared to
33 in 2019. New insurer formations included 30
captives, 4 insurance-linked securities and 2 Class
‘D’ reinsurers.

2021 Initiatives

Looking ahead, and in line with our organisational
objectives, 2021 will be a year with significant
infrastructure and human capital investment.
Reforming operational structures and supervisory
approaches, while identifying and managing risks,
will be paramount to our success. Through these
efforts, the Authority will continue its work around
strengthening AML/CFT compliance and awareness
through active engagement with the industry.

Similar activities will focus on the second National
AML/CFT Risk Assessment, where CIMA will work
with other government and regulatory agencies,
and relevant industry participants, to assess
money laundering, terrorist financing and
proliferation financing risks.

Other areas of focus will include continued work on
the framework for domestic systemically important
deposit taking institutions and the continued
implementation of the Basel III framework for
banks.

The development of a virtual asset framework that
captures coin issuances, trading platforms,

exchanges and sandboxes will also be a top
priority. Definitions on how this new framework fits
into the existing regulatory regime will be
determined, along with implementing the
necessary support infrastructure. Notwithstanding,
the Authority will publish, in the short term, high
level principles for the conduct of virtual asset
business and amendments to the Guidance Notes
on the Prevention and Detection of Money
Laundering, Terrorist Financing and Proliferation
Financing specifically related to virtual asset
business. Consultation on other significant
supervisory measures will take place later in the
year.

Other planned enhancements to the regulatory
framework in the coming months include the
publication of regulatory policies and rules related
to:

e licensing Class B insurers to assist applicants
with understanding the Authority’s
expectations and licensing requirements;

e establishing the requirements for professional
qualifications of relevant persons at insurance
companies, brokers, agents and agencies; and
cancellation of private funds.

Further to the completion of the Private Funds
(Annual Returns) Regulations, the Authority will
finalise the accompanying Fund Annual Return and
Completion Guide for regulated private funds.

The Authority also plans to conduct industry
consultations on other rules and statements of
guidance for physical presence and retention of
records by trust and corporate service providers in
the short term.

Comprehensive self-assessments against core
principles in the insurance, banking and securities
sectors will also be conducted. The outcome of this
exercise will be the driving force for enhancements
to supervisory framework for these sectors over
the next two to three years.

To that end, CIMA remains committed to its
continued robust and balanced regulation of
financial services in the Cayman Islands, and in
promoting the jurisdiction as a leading
international financial services centre.

Cindy Scotland
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OVERVIEW

Our Mission:

To protect and enhance the integrity of the financial services industry of the Cayman

Islands.

Our Vision:

A thriving, innovative and well regulated Cayman Islands financial services system and
currency that meets applicable international standards and provides value to

stakeholders.

Principal Functions:

Monetary

Issue and redeem Cayman
Islands currency and the
manage currency reserves

Regulatory

Regulate and supervise financial
services businesses, through
appropriate legislation and in
accordance with policies and
procedures, and the issuance of
rules and statements of principle
and guidance

4 2020 Annual Report

Cooperative

Assist overseas regulatory
authorities, including
executing memoranda of
understanding to assist with
consolidated supervision

Advisory

Provide advice to the
Cayman Islands
Government on monetary,
regulatory and cooperative
matters
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ABOUT US

Nature and Scope of Activities

Ch
2t

e

&

AML Monitoring
Monitor and ensure
compliance with anti-
money laundering
regulations

Local and
International
Representation
Represent the interest of
the Cayman Islands at
international forums and
advising Government on
recommendations of those
organisations

ORA Assistance

Provides assistance to
overseas regulatory
authorities (ORA) and
other competent
authorities

Consumer Protection
Seek to promote and
enhance market confidence
and consumer protection
through public education
initiatives

C($) )

Currency

Issue and redeem
currency notes and coins
and manage currency
reserves

Regulation and
Supervision
Regulate and supervise
licensed and registered
financial services
businesses operating in
and from the Cayman
Islands

Advise

Advise Government on
the Authority’s
monetary, regulatory
and cooperative
functions; whether such
functions are consistent
with those discharged by
an ORA, including the
legislation and
regulations of foreign
jurisdictions
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Banking Supervision
Division

AN

[ ——

Monitors the activities of
banks, money service
business, building societies,
and credit unions.

On-site Inspection Unit

On-site supervision involves
inspections and supervisory
visits at licensees’ place of
operation both in the Cayman
Islands and overseas. These
inspections can be full-scope or
may be limited to specific areas
of the licensee/registrant’s
operations.

The objectives of the inspection
process are to understand the
licensee’s business activities
and operating environment,
detect problems of compliance
with the relevant legislations,
and gather information on
matters identified as requiring
policy considerations.

Investments Supervision

Division

]

Oversees the activities of fund
administrators, and funds
operating in and from the
Cayman Islands.

Financial Stability &
Statistics Division

Assists in the provision of
responses, of both a statistical
and non-statistical nature on
the financial sector, to various
international and domestic
organisations.

12 CIMA 2020 Annual Report

Fiduciary Services Division

Ensures the enforcement of prudent
@ practices by professionals in the
@ trust and corporate service
D industries.

Securities Supervision
Division
3 Solely focused on the
regulation of activities relating
to securities investment

business practitioners.

Compliance Division

Investigates serious breaches of
the regulatory legislations and
directing and administering
formal enforcement actions taken
by the Authority; conducts risk
weighted due diligence checks on
persons who have applied to act
as directors, shareholders,
managers, officers and controllers
of licensed entities; administers
and responds to non-

routine requests for

assistance received from overseas
regulatory authorities.

Anti-Money Laundering/
Counter Financing Terrorism
Division

Develop and implement the
Authority’s anti-money
laundering/counter financing of
terrorism (“AML/CFT")
supervisory and regulatory
strategy while ensuring an
efficient and effective operation
that meets or exceeds
international standards as well
as providing timely feedback to
improve industry’s AML/CFT
compliance thereby reducing
the risk exposure of licensees.
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Insurance Supervision

Division

28

Monitors the activities of
domestic and international
insurance licensees through an

integrated risk based supervisory

approach of off-site and on-site
supervision.

Currency Division

o

Responsible for the issue, re-
issue, and withdrawal of
Cayman Islands circulating
currency notes and coins
against the United States dollar,
dealing with the local retail
banks. The division also
administers the sale and
redemption of humismatic
coins to and from local and
overseas collectors.

Information Systems
Division

Human

Responsible for the
maintenance of the Authority’s
existing information and
telecommunications systems,
the planning and

implementation of new systems

and developments relating to
these.

Resources Division

Manages all employee matters
relating to recruitment,
employee training and
development, as well as the
administration of personnel
policies, procedures and
practices for the effective
functioning and well-being of
CIMA staff.

Finance Division

&S

Policy

Facilitates all financial matters
relating to budget, annual licence
fee collection, payroll, and accounts
payable. The division is also
responsible for preparation of the
Monetary Authority’s financial
statements and the Purchase &
Ownership Agreements between the
Cabinet of the Cayman Islands
Government and the Authority.

Division

Provides legal advice to the Board
of Directors, the Managing Director,
and all divisions within the
Authority. The division has a central
role in the provision of

formal assistance to overseas
regulatory authorities, and provides
support on all aspects of the
Authority's responsibilities

for combatting money laundering
and terrorist financing, including
civil litigation and drafting legal
documents such as

directives, memoranda of
understanding, and instructions for
amendments to existing legislation.

& Development

Focuses on research for financial
sector regulation and supervision
and provides support mainly to the
Authority's supervisory divisions by
providing information and advice on
policy issues and legislation for the
financiial sector. Also responsible
for the coordination of the
development of Rules, Statements
of Guidance and Statements of
Principle applicable to financial
services providers.

CIMA 2020 Annual Report
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Governance

The Government of the Cayman Islands wholly
owns the Authority. In accordance with the
Monetary Authority Act, the Governor appoints
CIMA’s Board of Directors, including its Managing
Director.

In its relations with the Government, the Authority
channels its communications through the Financial
Secretary and the Minister of Financial Services
and Home Affairs.

Funding

CIMA is a statutory authority under the Public
Management and Finance Act. As such, the
Legislative Assembly must approve its two-yearly
expenditure budget and funding. The Authority is

Our People

2020 has undoubtedly been an unprecedented
year, presenting new challenges for human
resources and the way in which CIMA managed its
employees. Continuing from 2019, the Authority
set out with an aggressive strategic objective to
recruit a high calibre of technically sound and
experienced talent across all divisions. New
benefits and policies that included greater flexible
working hours and the option to seamlessly work
from home were also introduced.

A total of 51 persons were hired in the calendar
year 2020 with 41% of these having relocated from
overseas or remotely. 26 of these persons were
appointed to the regulatory divisions and the On-
Site Inspection Unit and 8 joined the Anti-Money
Laundering/Counter Financing Terrorism Division.
The remaining 17 joined the Managing Director’s
Office, Compliance, Finance, Human Resources,
Information Systems, Legal, Policy and Internal
Audit.

14 2020 Annual Report

subject to an annual statutory audit. The
Government funds the Authority by purchasing
specified services as agreed in the Authority’s two-
yearly purchase agreements with the Government.

Administration

The Authority’s Board of Directors is responsible for
the policies and general administration of the
affairs and business of the Authority. The Managing

Director is responsible for the day-to-day
administration of the Authority.
The Authority has set out, in its Regulatory

Handbook, the policies and procedures that it
follows in performing its regulatory and cooperative
functions.

Staff by Division

Anti-Money Laundering 18
Banking 24
Internal Audit 2
Compliance 16
Currency 6
Fiduciary Services 16
Finance 7
Financial Stability Division 7
Human Resources 10
Information Systems 25
Insurance 26
Investments 46
Legal 7
Managing Director's Office 12
Onsite Inspection Unit 7
Policy & Development 10
Securities 8

247
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Banking and Related Services

Banking

The Banks and Trust Companies Act (2020
Revision), as amended, authorises CIMA to issue
two main categories of banking licences, namely
Category “A” and Category “B”. Category “"A” banks
are allowed to operate both in the domestic and
international markets and provide both retail and
non-retail services to residents and non-residents.
Traditional commercial retail banking services are
provided by six of the Category “A” banks, with
three Category “A” banks providing investment
banking services. Category “A” banks also offer

110
Total banking Category “A” Category “B"
licences Banks Banks
Q) Rent

@

4<.

Trust Company

1

Building Society

:

[T
20

Nominee (Trust)

Development Bank

principal office/authorised agent services to
Category “B” banks that do not have a physical
presence in the Cayman Islands. Category “B”
licence permits international banking business with
limited domestic activity. The holders of a Category
“B” licence are primarily used as financial
intermediaries to raise funds in the international
market to provide capital for parent entities and for
the financing of external/cross-border business on
their own account in the international market.

101

Trust (Controlled
Subsidiary)

) )

5

Money Services
Business

Q=
Uyl

2

Cooperative Credit
Unions
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Figure 1: Region of origin of Cayman-licensed Category “"A"” and Category "B"” banks, 2020
15.45%

23.64%

- ' South America
\ . North America
B Middie East & Africa

. Europe

I caribbean, Central America & Mexico

Asia & Australia

24.55%
20.91%

1.82%

13.64%

Table 1: Core objectives and achievements carried out by CIMA’s Banking Supervision
Division, 2020

Operational resilience Transition to working from home was seamless, all supervisory work,
such as monitoring, applications and dialogue with stakeholders,
continued virtually. While a number of other jurisdictions paused their
inspection schedule, inspections continued as planned by adjusting
physical meetings with licensees to virtual meetings.

Supervisory Response to Supervisory response to COVID-19 was proactive and comprehensive,
COVID-19 it covered a broad range of activities:

e Notifications to industry regarding regulatory updates in response
to COVID-19 and invitation to approach the Authority with
regulatory forbearance and extension requests.

e Ongoing dialogue bi-laterally with licensees that serve the domestic
market as well as multi-laterally with the Cayman Islands Bankers
Association (CIBA);

e Issuance of a survey on deployment of business continuity plans for
material Category “A”, "B” banks, Money Services Businesses
(MSBs) and Cooperative Societies;

e Completion of a stress testing exercise for both capital and liquidity
to inform the Authority’s decision-making;

e Benchmarking of forbearance measures and options against
international and regional jurisdictions; and

e Provision of forbearance on a case-by-case basis.
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Automation of reporting
and processes

Regulatory Framework
Initiatives

Focus on AML/CFT
Compliance

Training

Outreach Activities

To enhance operational efficiencies, data quality and the resulting
analysis, the Authority continues to automate data collection and
manual processes. During 2020, a top area of focus was on the
migration of the quarterly prudential reporting (QPR) template from
the previously used E-Reporting system to the Authority’s Regulatory
Enhanced Electronic Forms Submission (REEFS). The newly created
QPR form is divided into separate schedules and includes the recently
implemented leverage ratio reporting. It also has post submission
validation rules that will enhance the data quality of the submissions.
In addition, an AML risk rating tool was implemented and utilises the
inherent risk data submitted by licensees. The output allows the
Authority to better align its risk-based AML and prudential supervision.

Issuance of the Basel II Market Discipline Disclosure Requirements
(Pillar 3) Rules and Guidelines with the rollout to commence in 2021.
Despite the pandemic, work continued on a number of regulatory
initiatives, such as a framework for domestic systemically important
deposit taking institutions.

Continued focus on AML inspections to ensure AML/CFT/CPF and
Sanctions compliance of CIMA licensees.

A quarterly review and analysis of cash flow reporting and MSBs
remittance data enabled the identification of trends/material changes
that affect the AML/CFT/CPF profile of the sector or individual
licensees.

Finally, output from the AML risk rating tool was analysed and informs
the risk-based supervisory plans for licensees.

As a result of COVID-19 restrictions, and for access of licensees
without a physical presence in the Cayman Islands, the Authority
recorded training on the Banking Risk Assessment and on the MSB Risk
Assessment. Training videos can be found on the Authority’s website.

The Authority continues to meet with local, regional and international
industry groups to monitor the regulatory and economic landscape.
Other outreach activities included the transition to the provision of
virtual services, operational adjustments to offer physical retail
banking services aligned with government restrictions, updates on
moratoria for clients on mortgages and other credit products and
effects on provisioning due to the possible deterioration of credit
quality as a consequence of the pandemic.

2020 Annual Report 17


https://www.cima.ky/regulated-sectors-videos

INDUSTRY OVERVIEW

Global changes in laws and regulations have had
an impact on the number of banks licensed in the
Cayman Islands. Banks have continued to
consolidate and restructure in search of cost
efficiencies, and improvements in operational risk

licenced in the Cayman Islands over the last five
years (see Figure 2 below). The number of banking
licensees supervised in the Cayman Islands
decreased by 12% from 125 at December 2019 to
110 at December 2020.

management and governance. This has been
noted in the steady decline in the number of banks

Figure 2: Number of bank licences by category, June 2016 - December 2020

165
137
122 116
101
11 11 11 I 9 I

Jun 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020

[ category B
Category A

Table 2: Number of bank licences per selected jurisdictions, 2016 - 2020

2017 % change
2016-2020

Cayman 110 -30 %
Bahamas 95 85 84 70 67 -29%
Panama 91 88 85 83 75 -17.6%
Jersey 29 27 26 24 24 -17%
Luxembourg 141 139 136 128 128 -9%
Switzerland 269 257 251 248 246 -9%
Hong Kong 195 191 207 181 178 -9%
Singapore 159 158 159 156 171 10%
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Figure 3: Total Assets! and Liabilities2 of Cayman Islands-licensed banks, June 2016 -
December 2020 (measured in US$ trillions)

. Total Assets

I Total Liabilities
0.93 0.93

0.67 0.67 0.66 0.66
T E B B e
.

Jun 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020

Figure 4: Cross-Border Assets and Liabilities of Cayman Islands-licensed banks, June 2016 -
December 2020 (measured in US$ trillions)

1.13 1.14 . Cross-Border Assets

. Cross-Border Liabilities
0!91 0'87

0.65 0.62 0.64 0.61

0.58 0.54

Jun 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020

As at 31 December 2020, the jurisdiction ranked international regulatory changes, which have
fifteenth internationally in terms of cross-border provided an incentive to hold overnight deposits
assets, and fourteenth internationally by cross- onshore and to meet liquidity requirements. Global
border liabilities. Subsequent to the global financial restructuring and continued cost cutting efforts are
crisis, cross-border assets and liabilities reported by also attributable to the decline.

banks licensed in the Cayman Islands have been on

a steady decline. Branches of foreign banking

institutions operating in the Cayman Islands

reported a significant reduction in intra-bank assets

and liabilities with parent entities as a result of

1 Assets comprise financial assets only per the Bank for International Settlements (BIS) reporting methodology.
2 Liabilities include Equity Capital per the BIS reporting methodology.
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Domestic Assets3 and Liabilities in Foreign and Local Currency

The domestic assets and liabilities in foreign currency positions are largely interbank exposures with
Cayman Islands licensed Category “B” banks and other financial intermediaries and intra-bank positions.
Also included in these positions are Category “"A” banks’ lending to the resident domestic sector, which
largely consists of residential mortgages, commercial private sector lending and loans to other financial

intermediaries, namely investment funds.

Figure 5: Domestic Assets and Liabilities of Cayman Islands-licensed banks in Foreign
Currency, June 2016 - December 2020 (measured in US$ millions)

58,859

57,701

Jun 2016 Dec 2017 Dec 2018

Dec 2019

59,991

Dec 2020

Domestic Sector — Category “"A” Retail Banks

The domestic banking sector remained resilient in the
face of the overall decline in total assets and liabilities of
the entire banking sector. Banks continue to be funded
by retail deposits as a stable source of funding; strongly
demonstrating that commercial and retail customers
continue to have confidence in the soundness of the
domestic banking sector.

Financial Soundness Indicators — Retail Banking
Sector

Financial Soundness Indicators indicate that the retail
banking sector has remained healthy since 2016. The
sector has an average capital adequacy ratio ("CAR")
well in excess of the 8% minimum requirement set by
the Basel Committee on Banking Supervision and sound
asset quality as evidenced by a relatively small
percentage of non-performing loans as a per cent of
total gross loans, despite the COVID-19 pandemic.

. Domestic Assets
. Domestic Liabilities

Retail banks held
assets of

US$15.5

billion

Retail sector
reported liabilities

of US$15.5

billion

Retail banks
reported

US$13.3

billion in deposits

3 Domestic Assets refers to positions booked by Category “A” and “B” banks with entities licensed in the Cayman Islands (and considered legally resident by licence) and resident households.
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Table 3: Financial Soundness Indicators, 2016 - 2020

Capital Adequacy

Regulatory Capital to Risk-Weighted 19.0
Assets

Regulatory Capital to Total Assets 10.8
Nonperforming Loans to Total Gross 2.1
Loans

Specific Provisions to Impaired 35.1
Loans (Coverage Ratio)

Return on Equity (net income to 13.3
average capital [equity])

Return on Assets (net income to 1.5
average total assets)

Interest margin to gross income 69.9
Non-interest expenses to gross 50.2
income

Liquid assets to total assets (liquid 24.5

asset ratio)

Capital Adequacy Ratios

The Capital Adequacy Ratios (“CAR”) for the six
retail banks increased from 19% at the year ended
December 2016 to 26.6% at the year ended
December 2020 (December 2019: 28.5%) and has
remained comfortably above the minimum CAR
requirement of 10% set by CIMA. The sector
continues to be well-capitalised.

Asset Quality

Nonperforming loans ("NPLs") as a per cent of total
gross loans for the retail banking sector decreased
from 2.1% at the year ended December 2016 to
1.7% at the year ended December 2020 (December
2019: 1.4%). The overall loan book quality and
provisioning levels has been fairly stable, and the
COVID-19 pandemic has not impacted loan quality
significantly.

Earnings and Profitability
Retail banks experienced a sharp decline in profits,
which is significant when compared to the steady

22.2 25.5 28.5 26.6
11.5 12.9 13.3 11.6
1.8 1.6 1.4 1.7
42.1 48.7 48.8 39.0
13.0 15.2 18.1 7.2
1.6 2.0 2.6 1.2
70 73.1 71.5 70.9
48.7 43.9 41.5 69.6
33.5 32.7 31.8 34.6

increase experienced in the four prior years. The
significant decrease in the sector’s Return on Equity
("ROE") and the Return on Asset (“ROA") ratio is
due to the pandemic that affected both revenues
(lower growth) and expenses (higher provisions,
higher operational costs) across the banking sector.

Liquidity

The ratio of liquid assets to total assets for retail
banks increased from 24.5% at the year ended
December 2016 to 34.6% at December 2020
(December 2019: 31.8%).

Effective 1 June 2019, CIMA
comprehensive Liquidity Risk Management
framework for banks, namely the Liquidity
Coverage Ratio ("LCR”), Net Stable Funding Ratio
("NSFR"”) and Minimum Liquidity Ratio ("MLR"). All
Category “A” retail banks are required to maintain a
minimum LCR and NSFR of 100%. All Category “B”
banks and Category “A” non-retail banks are
required to maintain a minimum MLR of 15%.

implemented a
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Money Services Businesses

The Financial Action Task Force defines the business of Q{@D CIMA supervises II ;

money services business ("MSB") as “financial services that

active money services
involve the acceptance of cash, cheques, other monetary | lTI I businesses that cater

instruments or other stores of value and the payment of a
corresponding sum in cash or other form to a beneficiary by

to the domestic
market.

means of a communication, message, transfer, or through a
clearing network to which the [MSB] provider belongs.”

Figure 6: Total remittance outflows and inflows, 2016 - 2020 (measured in US$ millions)

300.0
264.0 261.7
2500 234.8
217.7

199.3
200.0
150.0
100.0
50.0

6.5 7.8 8.0 8.1 6.4
2016 2017 2018 2019 2020

Remittance Outflows

Average remittance outflows posted a small
decrease relative to outflows for December 2019
but remained higher than average annual outflows
for years 2016 — 2018. Average remittance inflows
significantly decreased and resulted in the lowest
average annual inflows over the past five years. The
decrease in in remittance outflows and inflows is
mainly attributed to the COVID-19 pandemic.
Notably, remittance outflows posted a marginal
decrease because the Cayman Islands was able to

22 2020 Annual Report

Remittance Inflows

re-open the local economy relatively faster than
many other countries.
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Figure 7: Proportion of total remittance outflows

60.4%

4.2%

. Jamaica

Philippines

. Other

. Honduras
. United States
. Dominican Republic

6.8%

10.6%

16.1%

Figure 8: Proportion of total remittance inflows

53.3%

. United States

. United Kingdom

. Canada

Philippines
. Honduras

0.9%
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Fiduciary Services

Trusts

Pursuant to the Banks and Trust Companies Act (2021 Revision),
and the Private Trust Companies Regulations (2020 Revision)
(the “PTCR"), no company is allowed to carry out corporate trust
business unless it is licensed or registered by CIMA.

349

C'::E. %

= Trust and
i | | onn corporate
service licensed
entities

Licence Categories Registration Categories

Trust

Licensee authorised to carry on the business of
acting as trustee, executor or administrator

Restricted Trust

Licensee authorised to undertake trust business
only for persons listed in any undertaking
accompanying the application for the licence

Nominee (Trust)

Licensee authorised to act solely as the nominee
of a trust licensee, being the wholly-owned
subsidiary of that licensee

Figure 9: Number of trust companies by licence category, 2016 - 2020

123

117
. Trust Licence
. Restricted Trust Licence
. Nominee Trust Licence
o . 60
Controlled Subsidiaries (Registered) 53
. Private Trust Companies 45
2016
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Controlled Subsidiary

Registrant authorised to provide trust services
including the issuing of debt instruments or
any other trust business connected with the
trust business of its parent that holds a Trust
Licence

Private Trust Company

Registrant authorised to provide trust services
to “connected persons” as defined in Section
(2) of the PTCR

145

131 131 132

61

5250

2017 2018 2019 2020
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Corporate Services

The Cayman Islands holds its own among locations
from which corporate/company management
services are provided and the sector saw steady
growth over the last year.

Providers of corporate services are required to be
licensed by CIMA under the following categories: 1)
a companies management licence, which allows

the holder to provide company management
services as listed in Section 3(1) of the Companies
Management Act (2021 Revision) or; 2) a corporate
services licence, which allows the holder to provide
only the corporate services specified in Section
3(1)(a) through (e) of the Companies Management
Act (2021 Revision).

Figure 10: Number of corporate service providers by licence category, 2016 - 2020

115 116

115

2016

2017 2018

2019

120
' Company Managers

. Corporate Service Providers

2020

Table 4: Director authorisation activity under the Directors Registration and Licensing Act,

2014 (as amended), 2019 - 2020

Authorisation Type Active as at 31 Dec Active as at 31 Dec
2019 2020

Registration - Exemption from licensing -
Section 16(1)

Licence - Professional Director

Licence - Corporate Director

101 113
59 61
22 24
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Insurance

The insurance industry in the Cayman Islands has two
distinct sectors:

Domestic insurance segment, which provides insurance to
Cayman residents and businesses by locally incorporated or
branches of foreign insurers.

International insurance segment, which provides insurance
for foreign risks by insurers incorporated in the Cayman
Islands.

The Authority provides four main classes of insurer licences
for (re)insurance companies, namely Class ‘A’ licence for
domestic insurers, Class ‘B’ licence for international insurers
to carry on insurance and/or reinsurance, Class ‘C’ licence for
fully collateralised international insurers, e.g. Insurance
Linked Securities ("ILS”) and catastrophe bonds, and Class
‘D’ licence for large open-market reinsurers.

Table 5: Insurance licensing activity, 2019 -2020

License Type As at Cancelled Issued As at
31 Dec 1Jan-31 1Jan-31 31 Dec
2019 Dec 2020 Dec 2020 2020
Class A 27
Class B, C, D 646 30 36 652
Insurance 24 2 1 23
Managers
Brokers 23 0 0 23

Agents 4

5 4 5 46
I ] T I N7

Figure 11: Cayman Islands domestic licences by category, 2016 - 2020

50

Dec 2018

Jun 2016 Jun 2017 Dec 2019
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Dec 2020

Number 1
domicile in
healthcare
captives
worldwide

2" jargest
jurisdiction for
captive insurance

One of the
leading
jurisdictions
for group captives
and insurance
linked securities

Domestic gross
premiums written
and assumed
reinsurance
premiums of

US$956

million

. Class “A” Insurers

I Brokers
I Agents
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Figure 12: Coverage provided by domestic Class ‘A’ insurers, measured by Gross Written and
Assumed Premiums, 2019

5%

. Health

I Property

I Liability

Motor

. Life

. Marine & Aviation

. Other

5%

12%

29%

Table 6: Domestic insurance company statistics by primary class of business, 2019 (measured
in US$)

Property Liability Marine & Domestic Life & | Grand Total
Aviation Health Annuity

Gross Written 41,396,076 240,854,427 50,836,332 42,770,241 339,807,833 37,314,193 44,206,429 32,150,351 829,335,882
Premiums

Assumed
P ——. 3,007,501 38,689,334 67,608,585 11,228,301 - 1,452,833 4,840,691 - 126,827,245

Reinsurance
Ceded 18,326,151 198,023,180 5,833,410 - 40,091,065 - 861,046 5,101,096 268,235,948

Unearned =
Premium 596,422 3,841,244 224,096 - 124,502 - 12,632 27,861 4,378,565

Adjustment

Net Earned
25,481,004 77,679,337 m 48,173,442 | 299,592,266 | 38,767,026 | 48,173,442 27,021,394 | 678,003,306

Commissions

e ] 5,603,220 33,148,993 748,667 - 1,590,270 - 80,226 32,366 41,203,742
Total

Underwriting 31,084,224 110,828,330 113,593,820 53,998,542 301,182,536 38,767,026 | 48,253,668 27,053,760 724,761,907
Income

Net Claims Paid 18,020,993 16,004,535 53,903,212 19,366,791 248,324,734 42,062,811 24,751,967 9,998,969 432,434,012
Movement in = = = = =

T 1,957,333 7,236,626 9,339,816 851,502 2,514,333 506,289 1,348,884 12,574,972 21,973,074
Acquisition

Costs 5,398,533 28,744,032 1,842,459 - 19,239,696 - 51,778 4,630,028 59,906,526
Other

Underwriting 529,640 1,026,721 3,937,884 1,057,003 13,285,774 99,201 223,139 1,737,778 21,897,140
Expenses

Total

Underwriting 21,991,833 53,011,914 69,023,371 19,572,292 278,335,872 41,655,723 23,678,000 28,941,747 536,210,752
Expenses

Underwriting - -
Profit/Loss 9,092,391 57,816,416 44,570,449 34,426,250 22,846,664 2,888,697 | 24,575,668 1,887,987 | 188,551,155
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International Insurance Segment

The international insurance segment in Cayman
began in the mid-1970s with the medical
malpractice insurance crisis in the United States
of America and was later formalised with the
introduction of the Insurance Act in 1979. Unable
to obtain commercial insurance, healthcare
organisations began to form captives in the
Cayman Islands to provide for their risk
management needs.

Over the years, corporations have made
increasingly extensive use of captives as part of
their overall risk management function, reducing
the premium they pay for commercial coverage
by insuring a portion of their risk through a

28

652

Cayman-based
international insurance
companies

I
36

Portfolio insurance
companies

captive insurance programme. In addition to
expanded coverage availability and flexibility, and
better risk management, reasons for the
formation of captives include cost reduction and
stabilisation, improved cash-flow, and access to

the reinsurance market.

A significant number of companies were also
formed as Class 'B(iii)’ insurers to allow them to
write substantial unrelated business. The
jurisdiction also saw several commercial
reinsurance company formations, both as start-
ups and re-domestications  from other
jurisdictions.
C»I__I

=D aloll

nn o =

—J

L1 A0n

New international insurers

139

Segregated portfolio
companies

=2

ol
———
US$20.9 US$70.8
billion premiums; billion assets
16.7% increase held; 2.7%
since 2019 increase since
2019
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Figure 13: Cayman Islands international (Class B, C, D) insurer licences, 2016 - 2020

709
696 652

703

Jun 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020

Figure 14: Total Premiums & Assets of Cayman Islands international (Class B, C, D) insurer
licensees, 2016 - 2020 (measured in US$ billion)

68.7 68.9 70-8
57.9 61 . Total Premiums
. Total Assets

17.9 20.9

13.5 12.3 15.4

Jun 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020
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Figure 15 : Cayman-domiciled international insurance companies by Primary Class of Business

200

146

44

. Medical Malpractice & Healthcare
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Property
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. Automobile PD & Liability
. Products Liability

. Other

27

Figure 16: Cayman-domiciled international insurance companies by location of risks covered
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Whilst the Cayman Islands’ (re)insurance industry did not lose
companies in 2020 due to the pandemic, growing competition
among captive insurance domiciles, especially the captive
domiciles in the United States and consolidation in the
healthcare captive industry in the United States posed
challenges to the Cayman Islands’ international market in 2020.

The pandemic is expected to radically alter the manner in which
business is conducted going forward and is highly likely to
reshape risk management approach by many businesses
including widening utilisation of self-insurance vehicles such as
captive insurance companies.

Judging by the new company formation activity in 2020, it is
likely that the pandemic has accelerated the hardening of the
global insurance market. This changing landscape continues to
present opportunities to the jurisdiction. As examples, hospitals
acquiring physician practices have been considering setting up
new captives or expanding existing captives; possibility of
physicians and practices teaming up to form large provider
groups and establish captive insurance companies for
professional liability and other risks; for those mid-sized
companies in the United States who are looking for health care
options, captive insurance is one option.

Technologies such as digital platforms, smart contracts, artificial
intelligence, telematics, drones, and blockchain have already
started to transform the insurance industry, including its
products and services and their delivery. Technological
innovation will demand versatile and efficient insurance vehicles
such as captives to provide insurance solutions to them.

2020 Annual Report
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Investments

Funds and Fund Administrations

Mutual fund administrators must be authorised by CIMA
to carry out mutual fund administration, which is defined
as providing any of the following services for a fund:
management, administration, providing a principal office
in the Cayman Islands, or providing an operator (director,
trustee or general partner) to the fund.

A full mutual fund administrator licence allows the holder
to provide administration to an unlimited number of
funds, whereas a restricted mutual fund administrator
licences allows administration of no more than 10 funds.

The Private Funds Act, 2020, which came into effect on 7
February 2020, required all new and existing private
funds to register with the Authority by 7 August 2020.

Table 7: Regulated mutual funds activity, 2019 -
2020

Jan - Dec Jan - Dec
2019 2020

Authorised
Regulated Entities 1,106 2Nl

Terminated

Regulated Entities 1,362

1,106

=1

et

11,896

Mutual funds; 8.8%
increase

#1

Domicile for hedge
funds

12,695

Private funds

76
Mutual fund
administrators

11,651

Registered or
licensed directors

Figure 17 : Number of Cayman regulated funds by category, 2016 - 2020

7,654 7,612

7,293 7,331

2,840 2,946

2,816

317
75

2016 2017 2018 2019
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7,972

2,988

2020

| Registered
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Figure 18: Mutual fund administrators by category, 2016 - 2020

84

2019 Investments Statistical Digest

2016 2017 2018

Total Assets increased by 10% from
US$7.4 trillion to US$ 8.1 trillion

Ending Net Assets increased by 8%
from US$3.9 trillion to US$4.2
trillion

8,932 regulated mutual funds filed
a 2018 Fund Annual Return Form
(“FAR") with  the  Authority,
representing 82% of all investment
funds

Total subscriptions and
redemptions were down US$110
billion or 10% and US$49 billion or
5%, respectively

Net outflow of US$91 billion

See 2019 Investment Statistical Digest
for full details

I Full

. Restricted
B Exempted

2019 2020

Top 5 investment manager locations
(measured by net assets)

Delaware California

New York

\

&

United Kingdom Cayman Islands

Q
A G
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According to the December 2020 Eurekahedge
Hedge Fund Report, Hedge fund managers recorded
their strongest return since 2009. On a year-to-date
basis, global hedge funds were up 8.09%, with
more than 40% of its underlying constituents
having underperformed the global equity market
over the first 11 months of 2020. Assets under
management for the global hedge funds industry
have rebounded increasing by US$128.0 billion over
the past eight months since March 2020. This has
come from performance-driven gains of US$139.8
billion and net investor outflows of US$11.8 billion.
This marks a sharp recovery following a US$264.1

Jurisdictional Comparisons - Funds

billion asset decline in Q1 2020. The total size of the
industry now stands at US$2,166.6 billion. Fund
managers focusing on cryptocurrencies were up
25.63% in November as tracked by the
Eurekahedge Crypto-Currency Hedge Fund Index,
supported by the robust performance of Bitcoin
which was up 33.45% and trading around its 2017
peak. Looking at year-to-date return,
cryptocurrency hedge funds are up 128.60%,
trailing behind to Bitcoin which returned
149.81% over the first 11 months of 2020.

Table 8: Number of active funds in the Cayman Islands and other financial jurisdictions for
which figures are available, 2015 - 2020

Latest
available
{01y
2020%*
Bahamas 885 12.9% 859 18.8% 783 12.6% 803 13.5% 775 16.3% 726
Bermuda 630 19.1% 567 14.2% 543 13.3% 513 11.0% 508 111.5% 708
BVI 2,037 120.8% 1,614 17.3% 1,499 10.2% 1,502 10.9% 1,489 13.2% 1,527
Ireland oo 664 16.3% 706 14.7% 739 12.0% 754 11.3% 764 11.9% 808
Jersey 1,320 19.5% 1,195 17.6% 1,104  |7.6% 1,020 17.5% 943 17.5% 781
Guernsey 808 12.9% 983 10.7% 976 10.7% 970 1.9% 961 11.9% 840
Cayman 10,940 13.2% 10,586 10.3% 10,559 14.1% 10,992 11.2% 10,857 1121.5% 24,034

BVI and Guernsey - June 2020; Ireland, Jersey and Bermuda - September 2020; Bahamas - November

2020.

oo - comprise of AIFs (excluding sub-funds) and exclude UCITS

The table above depicts the growth rate of the funds industry in the main jurisdictions where funds are
domiciled. Based on the latest numbers available, the most significant changes were reflected by the
Cayman Islands (24,034 up 55% due to the registration of private funds).
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Securities

Securities investment business ("SIB”) conducted in
and from the Cayman Islands includes dealing in
securities, arranging deals in securities, managing
securities and advising on securities. The Securities
Investment Business Act (2020 Revision) (the
“SIBA”) provides for the regulation of persons
engaged in these activities in or from the Cayman
Islands, including market makers, broker-dealers,
securities arrangers, securities advisors and
securities managers.

Such persons must be licensed and regulated by the
Authority, unless they meet the criteria to be exempt
from the licensing requirement, in which case, they
are to be registered and regulated as Registered
Persons as defined pursuant to schedule 4 and
section 5(4) of the SIBA. Entities in these categories
conduct SIB exclusively for institutions, high net
worth or sophisticated investors.

Licences predominantly relate to Broker-Dealers,
Securities Managers and/or Market Makers who offer
foreign exchange trading and over the counter
contracts for differences to retail, institutional and/or
professional clients in varied countries.

The amendments to the SIBA, which was gazetted on
16 January 2020 to amalgamate legislative changes
within 2019, gave the Authority supervisory,
inspection and enforcement powers to more
effectively regulate SIB Registered Persons. These
registrants were required to apply to the Authority by
15 January 2020 in order to transition to a new
category of “Registered Person”, previously the
“Excluded Person” category.

As a result, there was a 25% decrease in
registrations over the past year (2019: 2,298; 2020:
1,650), which was primarily due to the legislative
changes that have taken effect to meet the economic
substance requirements under the ES Amendment
Act, which require securities (fund) managers to

36 total SIB
licensees

=2

=1

Gyt

have physical presence, as well as the SIB
Amendment Act that gives the Authority
enhanced regulatory oversight of SIB Registered
Persons in order to align with AML/CFT
requirements for SIB licensees.

1,650 total

SIB Registered
Persons
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Figure 19 : Securities Investment Business licensees by type, 2016 - 2020

21

. Broker/Dealer

15
. Securities Manager
12
. Securities Advisor
Securities Arranger
. Market Maker
7
12 2 1
Total SIB licence SIB licence applications SIB licence application
applications received approved refused
aloll
~——
2 25
SIB licences cancelled or licenses are authorised to carry out more than
revoked one of the five regulated categories of SIB
activities
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Execution of Monetary Functions

Currency Management

CIMA, through its Currency Operations Division, is
the sole issuing authority for Cayman Islands (CI)
currency. The division is responsible for the issue,
re-issue, and withdrawal of CI currency notes and
coins against the United States (US) dollar, dealing
with the local retail banks: Butterfield Bank
(Cayman) Limited, Cayman National Bank Ltd.,
Fidelity Bank (Cayman) Limited, CIBC
FirstCaribbean International Bank (Cayman)
Limited, RBC Royal Bank (Cayman) Limited, and
Scotiabank & Trust (Cayman) Ltd. The division also
administers the sale and redemption of numismatic
coins to and from local and overseas collectors.

Currency Reserve Management

CI currency is issued on demand only against US
currency at the rate of one CI dollar per 1.20 US
dollars. It is repurchased on demand with US
dollars at the same rate.

The currency in circulation is backed by the
currency reserve assets in accordance with Section
32 of the Monetary Authority Act (2020 Revision).
As at 31 December 2020, the value of the currency
reserve assets was CI$188.8m representing
114.82% of total demand liabilities (i.e. currency in
circulation).

Full details on the currency reserve assets,
including specifics on the performance of the
investments and cash and cash equivalent deposits
that comprise the currency reserve assets, can be
found within the Annual Financial Statements (page
60 and following).

$164.4

million total
currency in
circulation;
17.1% increase
since 2019

$150.9

million notes in
circulation

$13.5

million coins in
circulation
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Table9: Currency in circulation at half year and year-end, 2016-2020 (in CI$ million)

Date | 2016 2017] __2018] _2019] 2020]

30 Jun $106.9 $112.2 $117.9 $124.1 $155.4
31 Dec $115.6 $119.5 $126.6 $140.4 $164.4

Figure 20 : Cayman Islands currency in circulation by month, 2016 - 2020
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Table 10: Number of counterfeit banknotes withdrawn from circulation between 2016 and
2020.

] 2016 2017] 2018 2019] 2020

$100 3 7 4 0 0
$50 5 0 1 0 1
$25 0 4 0 0 0
$10 0 0 8 0 0
$5 0 0 0 0 0

0 0 0 0 0

[y

$1

Total No. of 1 13

Notes

Total Dollar $550 $800 $530 $0 50
Value
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Numismatic Programmes

The commemorative $1 banknote for the 60%"
anniversary of the first written Constitution was
unveiled at the 2020 National Heroes Day
Celebrating Our First Written Constitution held on
Monday, 27 January 2020. Each attendee was
presented with a $1 banknote compliments of the
Cayman Islands Government with a message from
the Honourable Alden MclLaughlin, MBE, JP The
Premier.

The commemorative banknote went into
circulation as of 28 January 2020. The note is the
same colour and design as its existing counterpart,
with four differences. The first is that the new
notes will bear the ‘Celebrate Cayman - 60 Years
- Our First Constitution’ logo, which is located to
the left of the Coat of Arms.

T e
Casitan Iﬁmmﬁmw
4 1=?-:uﬂnﬂﬂ‘*1 e e ..

“«P¥

The second change is the signature of the current
Minister of Finance the Hon. Roy McTaggart along
with that of CIMA’s Managing Director, Mrs. Cindy
Scotland has been relocated to the right of the
Queen’s effigy.

The third change is that the magnetic thread
running from top to bottom of each note has been
replaced with a new security feature, a 4 mm wide
RAPID micro-optic security thread of purple colour
demonstrating a dynamic wave effect when the
note is tilted.

The fourth change is a distinctive serial number
depicted with "Q/2" - “Q” being the identifier for
special occasions such as this.

CIMA continues to explore significant milestones in
our country’s history, which may serve as viable
subjects for commemorative coins. Suggestions
are welcomed but cautioned that they may not all
be taken on board.

CIMA 2020 Annual Report
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EXECUTION OF FINANCIAL STABILITY

2020 saw the transition of the Statistics Unit, a unit within the Policy & Development Division, to a stand-
alone Financial Stability & Statistics Division ("FSSD”)under the Authority’s regulatory pillar. The process
was expertly guided through all stages of the approval process by the Human Resources Division,
including presentations to the Authority’s Job Evaluation Committee and the Project Steering Committee.

The division will have a three-pillar structure:

FINANCIAL STABILITY &
STATISTICS DIVISION

STATISTICS, COMPILATION
& REPORTING GROUP

The approval of the FSSD Strategy & Transition Plan
began in late 2020. The division’s largest time and
effort commitment was expended towards CIMA’s
response to the Caribbean Financial Action Task
Force’s Mutual Evaluation Review of the Cayman
Islands’ Anti-Money Laundering practices. Staff
from the division also participated in the installation
of a new IT solution for monitoring licensees’
inherent risk to Money Laundering, Terrorism
Financing and Proliferation Financing and licensees’
control measures for these risks.

The division also facilitated multiple Technical
Assistance ("TA") training missions from the
International Monetary Fund’s (“IMF’) Caribbean
Regional Technical Assistance Centre to better allow
our supervisory divisions to play an active role in
assuring their financial sub-sectors’ — and thereby
the Cayman Islands’ — financial stability. These
workshops primarily focused on stress testing of
financial sub-sectors for the Banking Supervision
and Insurance Supervision Divisions. There was
also a joint TA on external sector statistics
compilation and reporting with the Cayman Islands
Economics and Statistics Office.
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DATA MANAGEMENT &
BUSINESS INTELLIGENCE
UNIT

FINANCIAL STABILITY &
MACRO-PRUDENTIAL
MONITORING GROUP

In cooperation with the Banking Supervision
Divisions (the “BSD”) and Information Systems
Division, there was a roll out of new supervisory
forms such as Net Stable Funding Ratio, Liquidity
Coverage Ratio) and Minimum Liquidity Ratio. This
new data was on-boarded into analyzable
databases and reports. However, the most crucial
2020 project for the Data Management & Business
Intelligence Unit has been the migration of BSD’s
Quarterly Prudential Return from the outgoing e-
Reporting platform to the current Regulatory
Enhanced Electronic Filing Submission (REEFS)
platform, for better data security and reliability.
As was done by the preceding Statistics Unit, the
new Division continued its international co-
operation and reporting to the Bank for
International Settlements Locational Banking
Statistics, the IMF's Co-ordinated Portfolio
Investment Survey and the Financial Stability
Board’s Non-bank Financial Intermediation
exercises.
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Regulatory Regime

Framework

The framework for the Authority's regulation and supervision of financial services is made up of several
elements. These include the applicable acts and regulations passed by the Government of the Cayman
Islands; and Rules, Statements of Principle/Guidance Policies and Procedures issued by the Authority as
detailed in the Regulatory Handbook and other manuals.

Regulation and supervision are carried out in accordance with internationally accepted standards where
these exist and are appropriate for the jurisdiction.

Table 11: List of domestic acts and international standards

Sector/Entity Type Cayman Islands Acts International Standards/
Memberships

All

Banks, Trusts, Money
Services Businesses,
Credit Unions, Build-
ing Societies, Corpor-
ate Services Pro-
viders, Company
Managers

e Monetary Authority Act (as amended)
and respective regulations

e Monetary Authority (Administrative
Fines) Regulations (2019)

e Proceeds of Crime Act (as amended)

e Anti-Money Laundering Regulations
(as amended)

e Terrorism Act (as amended)

e Public Management and Finance Act
(as amended)

e Companies Act (as amended and
respective regulations

e Proliferation Financing (Prohibition)
Act (as amended)

e Banks and Trust Companies Act (as
amended) and respective regulations

e Private Trust Companies Regulations
(as amended)

e Money Services Act (as amended) and
respective regulations

e Cooperative Societies Act (as
amended) and respective regulations

e Building Societies Act (as amended)

e Development Bank Act (as amended)

e Companies Management Act (as
amended) and respective regulations

4 As promulgated by the Basel Committee on Banking Supervision

Standards:

e Financial Action Task Force Forty
Recommendations on Money
Laundering and Financing of
Terrorism & Proliferation

Memberships:

e Caribbean Financial Action Task
Force (CFATF)

e Regional Consultative Group for
the Americas (Financial Stability
Board)

Standards:

e Basel Core Principles for Effective
Banking Supervision4

e Trust and Company Service
Providers Working Group
Statement of Best Practice
produced by the Offshore Group of
Banking Supervisors?®

Memberships:

e Group of International Finance
Centre Supervisors (formerly
Offshore Group of Banking
Supervisors)

e Caribbean Group of Banking
Supervisors

e Association of Supervisors of
Banks of the Americas

5 The working group comprised representatives of various offshore financial centres, the FATF, IMF and OECD as well as representatives of four G7 countries. The statement was disseminated to the

fiduciary sector via the Society of Trust and Estate Practitioners (STEP) and the Company Managers Association and was accepted locally.

2020 Annual Report 41



EXECUTION OF REGULATORY FUNCTIONS

Sector/Entity Type

Insurance companies,
managers, brokers,
agents

Mutual funds, Fund
Administrators,
Securities Investment
Businesses (market
makers, broker-
dealers, securities
arrangers, securities
advisors and securities
managers)

Virtual Asset Service
Providers

Private Funds

6 Issued by the International Association of Insurance Supervisors. The Cayman Islands is a charter member of this association.

e Insurance Act, (as amended) and
respective regulations

e Mutual Funds Act (as amended) and
respective regulations

e Securities Investment Business Act
(as amended) and respective
regulations

e Directors Registration and Licensing
Act, (as amended) and respective
regulations

o Virtual Asset (Service Providers) Act,

(as amended) and respective
regulations

e Private Funds Act, (as amended) and

respective regulations
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Cayman Islands Acts International Standards/
Memberships

Standards:

e International Association of
Insurance Supervisors (IAIS) Core
Principles of Insurance Regulation®

Memberships:

¢ International Association of
Insurance Supervisors (IAIS)

e Group of International Insurance
Centre Supervisors (GIICS)

e Caribbean Association of
Insurance Regulators (CAIR)

Standards:

¢ International Organization of
Securities Commissions (IOSCO)

e Offshore Group of Collective
Investment Schemes Supervisors
(OGCISS)

Memberships:

e Offshore Group of Collective
Investment Schemes Supervisors

e Caribbean Group of Securities
Regulators

e IOSCO

Standards:

e International Organization of
Securities Commissions (IOSCO)

e Offshore Group of Collective
Investment Schemes Supervisors
(OGCISS)

Memberships:

e Offshore Group of Collective
Investment Schemes Supervisors

e Caribbean Group of Securities
Regulators

e IOSCO


http://www.iaisweb.org/
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Regulation and Supervision

The Banking Supervision Division, Securities
Supervision Division, Fiduciary Services Division,
Insurance Supervision Division, and Investments
Supervision Division (collectively referred to as the

supervisory divisions) are responsible for
processing and making recommendations on
applications for licences,other relevant

authorisations on-going supervision of licensees/
registrants.

Supervision of licensees is carried out off-site and
on-site. Off-site supervision is continuous, involving
the analysis of quarterly prudential returns and
annual audited statements supplemented with
prudential meetings. On-site supervision involves
limited and full-scope inspections both in the
Cayman Islands and overseas.

Regulatory Developments
Rules, Guidelines and Policies

The Policy and Development Division is responsible
for the continuous development of the financial
services regulatory framework within the Cayman
Islands in accordance with international standards.
Its cross-functional role supports and advises the
Authority’s  senior management, the five
supervisory divisions and the Compliance and Legal
Divisions.

The division’s development and advisory role entails
research of international developments and
initiatives; analysis of the impact on the local
financial services industry; formulation of
appropriate options for consideration by the
Authority and providing policy advice to the
Authority, including recommendations during the
industry consultation process.

Copies of all regulatory measures issued by the
Authority are available on the CIMA website. Refer
to Regulated Sectors tab.

Framework for Virtual Assets

The Virtual Asset (Service Providers) Act, 2020 and
associated regulations came into effect on 31
October 2020. The Authority participated in the
development of the Act and regulations and is
continuing to develop this framework.
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Table 12: List of regulatory measures issued and updated by the Authority

Type of Title Description
Standard

Feb 2020

Feb 2020

Feb 2020

Feb 2020

Jun 2020

Jul 2020

Jul 2020

Jul 2020

44

Statement of
Guidance

Statement of
Guidance

Statement of
Guidance

Statement of
Guidance

Statement of
Guidance

Rule

Rule

Rule

Guidance Notes (Amendments)
on the Prevention and Detection
of Money Laundering and
Terrorist financing in the Cayman
Islands - (Targeted Financial
Sanctions)

Guidance Notes (Amendments)
on the Prevention and Detection
of Money Laundering and
Terrorist Financing in the
Cayman Islands - (Assessing
Risk and Applying Based
Approach)

Guidance Notes (Amendments)
on the Prevention and Detection
of Money Laundering and
Terrorist Financing in the
Cayman Islands - Virtual Asset
Providers

Guidance Notes (Amendments)
on the Prevention and Detection
of Money Laundering and
Terrorist Financing in the
Cayman Islands - (Ongoing
Monitoring)

Guidance Notes on the
Prevention and Detection of
Money Laundering, Terrorist
Financing and Proliferation
Financing in the Cayman Islands
(“Guidance Notes of June 5%,
2020)

Rule Segregation of Assets -
Regulated - Mutual Funds

Segregation of Assets -
Registered - Private Funds

Calculation of Net Asset Values
for Registered Private Funds
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This Guidance outlines general guidance
in relation to Targeted Financial
Sanctions.

This document provides guidance to
Financial Service Providers (FSPs) on
applying a risk-based approach to their
anti-money laundering/countering
terrorist financing (AML/CFT) framework

This amendment of the Guidance Notes
outlines the anti-money laundering
expectations of virtual asset service
providers (“VASPs")

This document provides guidance to all
persons conducting relevant financial
business in the Cayman Islands on
ongoing monitoring.

The Guidance Notes of 5% June 2020
consolidates the existing Guidance
Notes in the Prevention and Detection
of Money Laundering, Terrorist
Financing and Proliferation Financing in
the Cayman Islands of December 13,
2017 and all related amendments
issued by the Authority.

These Rules outline the Authority’s
expectation in relation to segregation of
assets for Mutual Funds.

These Rules outline the Authority’s
expectation in relation to calculation of
net asset values for registered private
funds.

These Rules outline the Authority;s
expectation in relation to calculation of
net asset values for registered private
funds.
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Type of Title Description
Standard

Jul 2020 Rule Calculation of Net Asset These Rules outline the Authority’s
Values for Registered expectation in relation to calculation of net
Mutual Funds asset values for registered mutual funds.
Jul 2020 Policy Exemption from Audit This policy sets out conditions where the
Requirement for a Authority may exempt a regulated private
Regulated Mutual Fund fund from audit requirements.
Sep 2020 Policy Licensing Insurance This policy sets out criteria on licensing
Brokers, Agents and Insurance Brokers, Agents and Agencies.
Agencies
Sep 2020 Rule Segregation of Assets - These Rules replace the existing Rule -
Regulated Mutual Funds Segregation of Assets for Regulated Mutual
Funds.
Sep 2020 Rule Segregation of Assets - These Rules replace the existing Rule -
Registered Private Funds Segregation of Assets for registered Private
Funds.
Nov 2020 Policy and Assessing Fitness and The Policy describes the criteria the
Procedure Propriety Authority uses to determine whether

persons applying to act in a controlled
position are fit and proper.

Nov 2020 Policy Criteria for Approving The Policy describes the criteria to approve
Changes in Ownership and changes in ownership, shareholdings and
Control control for the purposes of the relevant
legislation.
Nov 2020 Rules and Market Discipline These Rules and Guidance outline
Statement Disclosure Requirements disclosure requirements for banks
Guidance (Pillar 3) incorporated in the Cayman Islands and
regulated by the Authority.
Nov 2020 Statement of Non-Fund Arrangements This Statement of Guidance provides the
Guidance Authority’s guidance on assessing whether

certain arrangements, as outline in the
Schedule to the PFL are determined to be a
non-fund arrangement.

Nov 2020 Rule Deregistration of Private This Rule applies to an entity registered by
Trust Companies the Authority as a PTC pursuant to the
Private Trust Company Regulations/
Nov 2020 Regulatory Deregistration of Controlled This procedure provides clarity and
Procedure Subsidiaries and Private guidance on the Authority’s deregistration
Trust Companies process for controlled subsidiaries and

private trust companies.
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Compliance and Enforcement

Through the Compliance Division, the Authority
conducts due diligence on persons/entities who
have applied to act as directors, shareholders,
managers, officers and controllers of licensed
entities; investigates serious breaches of the
regulations, and where necessary, takes
enforcement action.

Due Diligence

In carrying out due diligence, the Authority follows
its Regulatory Policy - Assessing Fitness and
Propriety and Procedure - Assessing Fitness and
Propriety?. The Compliance Division, which s
tasked with conducting due diligence on applicants
that are referred to it by the regulatory divisions,
received 238 such applications during the reporting
period of 1 January 2020 - 31 December 2020.

Table 13: Due Diligence applications referred to the Compliance Division

MR 7Y T Y T T T

Number of 131

referred due
diligence
applications

Enforcement

Based on the nature and seriousness of the breach,
the Authority will determine whether and what
enforcement action is necessary. The Authority
draws its enforcement powers, mainly from the
Monetary Authority Act (as amended), Regulatory
Acts and the Anti-Money Laundering Regulations
(as amended) (the "AMLRs"), which range from:

e Suspending, revoking or cancelling licences or
registrations;

e Imposing conditions;

e Requiring the substitution or removal of a
director, operator, senior officer, general
partner, promoter, manager or shareholder of a
licensee or registrant;

e Suspending or cancelling directors
registrations;

e Appointing controllers;

e Appointing advisors;

e Requiring a regulated entity to obtain an
independent AML/CFT Audit;

7 Also see page 27 of the Regulatory Handbook.
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e Imposing administrative fines; and

e Applying to the Grand Court of the Cayman
Islands for an order directing that a licensee or
registrant be wound up;

e Requiring licensees or registrants to take such
action as the Authority reasonably believes
necessary; and

e Referring contraventions that result in offences
and criminal penalties to the appropriate
authorities.

Additionally, the Authority also takes other
supervisory actions such as issuing warning notices
and supervisory letters.

The Authority’s Enforcement Manual and
Enforcement Manual (Procedure For Administering
Administrative Fines Parts I-III) describes the
policies, procedures and tools for the exercise of its
enforcement powers in the event of non-compliance
with the Regulatory Acts and the AMLRs by a
regulated entity.


https://www.cima.ky/upimages/regulatorymeasures/RegulatoryPolicy-FitnessandPropriety_1607612723.pdf
https://www.cima.ky/upimages/regulatorymeasures/RegulatoryPolicy-FitnessandPropriety_1607612723.pdf
https://www.cima.ky/upimages/regulatorymeasures/RegulatoryProcedure-AssessingFitnessandPropriety_1607612723.pdf
https://www.cima.ky/upimages/regulatorymeasures/RegulatoryProcedure-AssessingFitnessandPropriety_1607612723.pdf
https://www.cima.ky/upimages/commonfiles/1521058565RevisedEnforcementManual2018_1521058565.pdf
https://www.cima.ky/upimages/commonfiles/EnforcementManualProcedureForAdministeringAdministrativeFinesPartsI-III2019_1556040317.pdf
https://www.cima.ky/upimages/commonfiles/EnforcementManualProcedureForAdministeringAdministrativeFinesPartsI-III2019_1556040317.pdf
https://www.cima.ky/upimages/handbookenforcement/RegulatoryHandbook-November2018_1544106450_1599487115.pdf
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The manual also includes the steps the Authority will follow in
the event of non-compliance by a regulated entity.

byt

{ c— )
15 1
Revocations/Cancellations Appointment of controllers

pS

Winding-up petition

1,369

individuals

Administrative Fines
totalling CI$582,717.50

Warning/breach notices -

fi

6

Initiated 1,397

enforcement
actions, 15 related
to AML/CFT and
Fitness and
Propriety
infractions

il

1

Imposing conditions

8

Warning/breach notices -

entities

Directors found not fit and

proper
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Table 14: Entity list of enforcement actions initiated

Name of entity Type of Enforcement Effective date
authorisation held action

CTS Captive Management
(Cayman), Ltd.

Western International Trust
company Limited

Premier Assurance Group SPC
Ltd.

Cainvest Bank and Trust
Limited

Platinum Partners Credit
Opportunities Fund
International (A), Ltd.

Platinum Partners Credit
Opportunities Fund
International, Ltd.

Platinum Partners Liquid
Opportunity Fund
(International) Ltd.

Platinum Partners Liquid
Opportunity Master Fund L.P.

Premier Assurance Group SPC
Ltd.

Focus Administration Limited

Alesia Re, SPC
Intrepid Re SPC
Atlas Re, SPC

Hinduja Bank & Trust (Cayman)
Ltd.

Hinduja Bank & Trust (Cayman)
Ltd.

Focus Administration Limited

Bridge Global Absolute Return
Fund SPC

Motor & General Insurance
Company Limited

Balkan Investment Opportunity
Fund

KTH Capital Management
Limited
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Insurance Manager

Trust

Class B Insurer

Class A Bank

Mutual Fund -
Registered

Mutual Fund -
Registered

Mutual Fund -
Registered

Mutual Fund -
Registered

Class B Insurer

Mutual Fund
Administrator - Full

Class D Insurer
Class B Insurer
Class B Insurer

Banking Class B -
Subsidiary

Trust

Mutual Fund
Administrator - Full

Mutual Fund -
Registered

Class A External
Insurer

Mutual Fund -
Registered

Mutual Fund
Administrator -
Restricted

Licence Revoked

Administrative Fines

Provisional
Liquidation

Administrative Fines

Registration
Cancelled

Registration
Cancelled

Registration
Cancelled

Registration
Cancelled

Controllers
Appointed

Licence Revoked

Licence Revoked
Licence Revoked
Licence Revoked

Licence Revoked
Licence Revoked
Impose Conditions
Registration
Cancelled
Licence Revoked
Registration

Cancelled

Licence Revoked

30 Dec 2020

22 Dec 2020

27 Oct 2020

10 Nov 2020

13 Oct 2020

13 Oct 2020

13 Oct 2020

13 Oct 2020

14 Sept 2020

8 Jul 2020

24 Jun 2020
10 Jun 2020
10 Jun 2020
22 May 2020

22 May 2020

22 May 2020

20 May 2020

24 Apr 2020

21 Apr 2020

14 Jan 2020
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Table 15: Directors found not fit and proper

Mark A. Nordlict

Jorge Eduardo Falcon

Leonardo Cornide

Gilbert Pfaeffli

Samuel Sze Wei Goh

Nicholas William McDonald

Litigation

A petition was presented to the Grand Court for the
winding-up of Premier Assurance Group SPC Ltd.
An order for Provisional Liquidation was granted by
the court on 27 October 2020.

Other Compliance-related Matters

Among its duties, the Compliance Division is also
tasked with investigating persons or entities that
appear to be conducting regulated business without
the proper authorisation from the Authority.

In addition, in keeping with its mandate to protect
the jurisdiction from individuals or entities seeking
to reap illegal benefit by false association with the
Cayman Islands, the Compliance Division continues
to update a list of fraudulent websites, which
includes Cayman Islands addresses for various
businesses that are not registered or licensed in the
Cayman Islands.

13 Oct 2020

3 Sept 2020

3 Sept 2020

22 May 2020

19 May 2020

19 May 2020

Local Co-operation

— CIMA filed 15 Suspicious
—] Activity Reports with the
Cayman Islands Financial
Reporting Authority
—||= CIMA received 29 Onward
— = Disclosures from the
R Cayman Islands Financial

Reporting Authority

CIMA processed 14 inter-
Agency Requests from local
competent authorities

CIMA made B referrals to
the Cayman Islands Bureau
of Financial Investigation for
criminal examination

s
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ORGANISATIONAL DEVELOPMENTS

Execution of Co-operative Functions

Cross-Border Cooperation

The provision of assistance to overseas regulatory
authorities is one of CIMA’s principal functions.
Such international cooperation takes place primarily
through the exchange of information, facilitated
through Memorandums of Understanding ("MOUs"),
other agreements and through CIMA’s active
participation in international forums.

Memoranda of Understanding

Multilateral MOUs and similar agreements establish

a common framework for mutual assistance and
cooperation between CIMA and other regulatory
bodies. These agreements identify the type of
supervisory and enforcement information that may
be exchanged and the mechanism to exchange the
information. In this way, they enhance the existing
working relationships between the authorities.
Copies of the current MOUs and cooperation
agreements are available on the CIMA website.

Assistance to Overseas Regulatory Authorities

One of the functions of the Legal Division is to
advise on, and coordinate responses to, requests
for assistance from overseas regulatory
authorities ("ORAs"”). The division works closely
with the other divisions, particularly Compliance,
to ensure that requests are handled in a timely
and efficient manner, and that they conform to the
requirements of the MAL, the Regulatory
Handbook and relevant procedures. The
Compliance Division assists primarily on those
requests where CIMA does not have the
information within its files and where external
parties must be approached to obtain it.

Local Co-operation
AML/CFT Supervisors

In conjunction with the Department of Commerce
and Investment, the Registrar of Non-Profit

50 2020 Annual Report

() CIMA signed 1

bi-lateral MOU with the
Superintendencia de
Bancos Ecuador.

203

Requests for assistance
from ORAs

©
Organisations, the Cayman Islands Professional
Accountants Association, and the Cayman
Attorneys Regulatory Authority, the Authority has
formed the Supervisors Forum (the “Forum”). The
role of the Forum is to provide a national-level
platform for AML/CFT supervisors to discuss

common issues relating to regulation, enforcement,
risks, trends and other matters.

Members of the Forum discuss issues that arise
from carrying out their AML/CFT functions, in order
to come to a consensus on a national approach to
AML/CFT.

Members of the Forum, including the Authority,
participated in training on the FATF
Recommendations and Immediate Outcomes in
June 2019, as well as CFATF training targeted to
supervisors on FATF Immediate Outcome 3 in
January 2020. The Forum has developed policies
on open-source information sharing and is
developing further mechanisms for cooperation.

Financial Crime Investigations Unit

The Royal Cayman Islands Police Service created a
unit focused on investigating money laundering and
predicate crimes conducted internationally and
through companies, known as the Cayman Islands
Bureau of Financial Investigations (CIBFI).
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Organisational Support and Administration

Human Resource Management and Development

Learning and Strategic Initiatives

Taking a broader perspective, the focus has been,
and will continue to be reskilling, upskilling and
strengthening the human capital of the Authority.
Tapping into individual’s strengths whilst seeking to
establish a growth mindset will better allow
employees to continually learn and improve, which
will ultimately drive productivity, efficiency and
performance.

The approach to learning and attendance at
conferences morphed into an entirely different
approach enabling several persons at the same
time from within the Authority benefitting from
multiple platforms of learning.

Several training sessions were facilitated for staff
using a web-based platform in the broad areas of
anti-money laundering (“"AML") and bespoke
modules created by members of the Authority by
the Policy & Development and Anti-Money
Laundering/Counter Financing Terrorism Divisions;
whilst others were issued and attended by staff in
areas relating to AML:

e Rules and Standards of Guidance - Succession
Planning

¢ Rules and Standards of Guidance -
Cybersecurity

e Assessing Risk & Applying a Risk Based
Approach (AML)

e Counter Proliferation Financing Part 1 (AML)

e Counter Proliferation Financing Part 2 (AML)

e Amended Guidance on Ongoing Monitoring
(AML)

e Targeted Financial Sanctions (AML)

e Virtual Asset Service Providers (AML)

e TF National Risk Assessment Key Findings and
Red Flag Indicators (AML)

e Banking Sector Risk Assessment (AML)

e Money Services Business Sector Risk
Assessment (AML)

e Trust & Company Service Providers Risk
Assessment (AML)

e Securities Investment Business Licensees Risk
Assessment (AML)

e Securities Investment Business Ex Persons Risk
Assessment (AML)

e Mutual Funds Administration Sector Risk
Assessment (AML)

e Insurance Risk Assessment (AML)

e Complaints Regarding Regulated Entities

e Complaints Against the Authority

External Partnerships

The Cayman Islands Institute of Professional
Accountants released courses that were relevant to
various divisions, namely Investments Supervision,
Legal, Compliance, Policy & Development and
Internal Audit. Nine staff members attended
courses in the areas of Private Equity, Insolvency
and Restructuring and IFRS/US GAAP Updates.

Virtual Conference and Webinar Attendance
With the onset of COVID-19, many virtual webinars
and conferences were offered from various local
and external bodies: The Royal Cayman Islands
Police Service, Recovery and Insolvency Specialists
Association, Caribbean Regional Technical
Assistance Centre, the Association of Certified Anti-
Money Laundering Specialists, National Association
of Insurance Commissioners Virtual International
Fellows Program, International Association of
Insurance Supervisors, Bank for International
Settlements, Applications Supported by Blocked
Amount, Toronto Centre, and CrestCom.

Establishment of the Financial Stability &
Statistics Division

As previously mentioned, the need to meet the
requirements for local data collection and
international statistics reporting has led to the
establishment of the Financial Stability & Statistics
Unit into its own Division, made up of existing staff
members. This division is responsible for statistics,
compilation and reporting, as well as the macro-
prudential & monitoring remit.

Looking forward to 2021, the Authority continues to
strengthen the recruitment of the right calibre of
human resources and to enhance learning and
development methods for staff, whilst recognising
our employees through various staff recognition
initiatives.
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Organisational Support and Administration

Information Systems

Under the guidance of its Information Systems
Division (the ™IS Division”), CIMA facilitates
business practices in a secure and resilient manner,
utilising information and communications
technology.

Disaster Recovery - Prior to the start of the
hurricane season, the IS Division schedules tests
against the system to ensure business continuity in
order to prove that our plans are successful. Each
year, the division assembles all requested
improvements from the previous year’s test and
incorporates those that will provide value,
resilience and increased efficiencies into its current
plan and operations. In 2020, our Disaster
Recovery and Business Continuity was tested in full
with the necessity to implement a robust remote
desktop connection to facilitate the working-from-
home policy to adapt to the COVID-19 lockdown, as
ordered by the Cayman Islands Government. As
minimal staff were deemed essential to come into
the office, both in-office systems and remote access
were in operation for over six months, indicating
that attention to maintenance and security layering
were in force for twice as many endpoints than
normal.

Systems Security - Finance industries in general
continue to rank number 1 for best targets.
Therefore, security continues to be a major focus
and with the work-from-home imperative early in
the first half of 2020, the IS Division saw all new
avenues for attack. However, there was no sudden
shift towards remote desktop exploits with a
reduction in the usual patterns.

With the sudden increase of threats, and the
changing attack surfaces, the IS Division is
pressing forward with its plans for a Penetration
Test to begin in Quarter 1 2021. Meanwhile,
progress is being made every day with better added
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control monitoring that reports exceptions or
failures, rather than daily status accounts.

Other Accomplishments

e Ordered, configured and distributed over 200
laptops in record time to meet the demands of
the Covid-19 pandemic working-from-home
policy.

e Successfully monitor and manage various
network security necessities and respond to
helpdesk requests whilst working remotely to
ensure service was provided to all staff.

e New measures were put in place with the
addition of new legislation for onboarding some
12,500 Private Funds over a short six-month
period. This in essence doubled our entire fund
portfolio under supervision. To accomplish this
the approval process had to be coded for
automation whereby interrogation of attached
documents were matched to structured data
captured on the application forms and when KPI
data matched it was automatically approved
and unmatched forms were sent for manual
review. This resulted in approximately a 75-
80% success rate.

e Changes to the Mutual Funds Act also
necessitated the development and deployment
of the Limited Investor Fund application form,
along with the internal automation including
payments via Escrow.

e Revisions to the Fund regulation led to the
update and adoption of the upgrade FAR Form
(Version 4).

e An automated process for
requests.

e Following the commencement of the new Virtual
Asset Service Providers (VASP) regulations,
various forms and processes were developed to
accept registrations within a short deadline,
which was successfully met.

FAR Extension
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Organisational Support and Administration

Communication and Public Relations

Through the Public Relations Unit (the “PR Unit”)
CIMA provides communications support to assist in
executing its functions and enhancing relationships
with internal and external stakeholders, including
the general public.

Events and Activities

Much of our communication efforts involved
coordinating various initiatives as it related to the
changes in business operations forced by COVID-19
and enhanced AML/CFT compliance. This included
organising virtual industry events and training, and
featured articles for staff and industry newsletters.

In recognition of the international nature of CIMA’s
stakeholders, the PR Unit assisted in the continued
production of a variety of topical online video
presentations with a goal to allow stakeholders to
access CIMA’s outreach in the manner most
convenient and useful to their business.

CIMA also sponsored and participated in the 2020
ACAMS Caribbean Conference by coordinating a
promotional video and pre-recorded remarks.

The PR Unit also spearheaded CIMA's participation
in the 2020 World Investor Week campaign, which
sought to raise awareness about the importance of
investor education and promote smart investment
strategies, especially in the wake of the global
pandemic. In addition to a press release, 15 key
messages were crafted to promote financial
resilience and help investors make sound decisions.
Such messages were disseminated each day (twice
a day) during the week-long campaign via CIMA’s
LinkedIn and Facebook social media platforms. In
total, the posts received over 6,000 views and
interactions. Other initiatives included branded
online web banners, email signature banners, and
published newsletter articles.

External Publications

The PR Unit assisted the Authority’s senior
management in producing written articles,
information gathering and interviews for publication
such as Cayman Captive magazine, Hedge Fund
Week Special Report, Cayman Funds magazine,
Captive Review, Cayman Funds Roundtable, and
Cayman Captive Roundtable.

CIMA Publications

As part of its ongoing work, the PR Unit continued
to produce and disseminate news releases, notices
and advisories; supervisory information circulars,
the monthly internal newsletter, The Insider,
quarterly external newsletter - The Navigator,
Annual Report and Fact Sheet. The PR Unit also
collaborated with key senior staff to produce and
disseminate The Anchor as well as the Investments
Statistical Digest 2019.

Direct Public Information and Assistance

The PR Unit regularly responded to local, regional
and international media requests. Regular updates
were also posted to the Authority’s LinkedIn and
Facebook company page, in addition to frequent
updates to the CIMA website.

Internal Support

The PR Unit worked closely with the various
divisions to provide communication support in the
form of photographic, graphic design and content
development for multiple staff projects and
activities, as well as develop formal speeches and
presentations for members of CIMA’s senior
management team. The PR Unit also continued to
monitor and disseminate relevant information, in
order to keep staff and Executive Management team
abreast of local and international market, regulatory
and political developments affecting the financial
services industry.
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Coercive Revenue Collection

The Authority collected $102.7m in coercive fees from
regulated entities on behalf of the Cayman Islands
Government, compared to $102.3m in the previous
year.

Income

The Authority depends on the sale of its outputs to the
Cabinet, as one of its main sources of income to meet
its obligations. The outputs delivered were:

e The Regulation of the Cayman Islands Currency

e The Collection of Fees on behalf of the Cayman
Islands Government

e The Regulation of the Financial Services Industry

e Assistance to Overseas Regulatory Authorities

e Policy Advice & Ministerial Services

The Authority’s other sources of income are from the
Directors Registration and Licensing Fees, which were
recorded at $10.5m, CIMA Transactional Fees were
$4.2m, Investments were $3.1m, Commission Income
was $1.0m and Other Income was $0.3m.

Net Income

The Authority’s net income for the year was $3.7m
(2019: $5.8m), of which $1m was allocated to CIMA’s
Capital Expenditures Reserve, and $2.7m to the
general revenue of the Cayman Islands Government.

Details of CIMA's financial position for the year can be

seen in the Audited Financial Statements that follow.
(See page 60).
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MANAGEMENT DISCUSSION AND ANALYSIS

Highlights of Achievements

Key initiatives conducted in 2020 in support of the
Authority’s 2018-2020 Strategic Plan and its new
2020-2023 Strategic Plan included:

Continued AML/CFT Framework Activity and

Enhancements

e Increased resources and capabilities within the
Authority’s AML/CFT Division;

e Continued AML/CFT outreach activities directly
by the Authority or in conjunction with the Anti
Money Laundering Unit of the Government.
Several virtual outreach sessions were
conducted during 2020; and

e Significant contribution to a range of activities as
part of the national efforts to demonstrate
positive and tangible progress to the Financial
Action Task Force (“"FATF”) in addressing
effectiveness deficiencies identified in the
Cayman Islands Mutual Evaluation Report.

Enhancing Efficiency and Effectiveness

Through Structural/Functional Reforms

e Attained and deployed additional resources to
carry out AML/CFT supervisory function;

e Taking into account the strategic direction of
CIMA, the structure of the recently established
Financial Stability & Statistics Unit was reviewed
with new positions established and others
revalued to create a Statistics Division in and of
itself (separated from the Policy & Development
Division);

e Continued to execute and refine the risk-based
approach to supervision across all supervisory
divisions; and

e Appointed an Interim Chief Risk Officer while

commencing recruitment for a successful
candidate to fill the post.
Collaboration with the Cayman Islands

Government and Private Sector

The Authoritv provided input and advise to central
Government on various initiatives and legislation,
and on working groups including:

e The Mutual Funds (Amendment) Act 2020;

e The Private Funds Act, 2020;

Securities Investment Business (Conduct of
Business) (Amendment) Regulations, 2020;
New Money Services Regulations;

Bill for the planned regulation of Virtual Asset
Service Providers;

Various AML/CFT measures tabled in
Legislative Assembly;

The Securities Investment Business (the “SIB"”)
Act Excluded Persons Re-registration;

The Private Funds Bill;

The Virtual Asset Service Providers; and

The Caribbean Financial Action Task Force Post-
Observation Period Report

the

Regulatory Framework Enhancements

New
achievements

framework
included the

and enhanced regulatory

by the Authority

development and or enhancement of the framework

(which
policies

includes any necessary rules, guidance,
and procedures and information

technology) for the following:

The implementation of an enhanced supervisory
regime for Registered Persons, formerly
Excluded Persons, under the SIB Act.

The enforcement of the Private Funds Act, which
resulted in 12,695 new private funds
registrations.

Implementation of the requirements of The
Mutual Funds (Amendment) Act which now
requires funds, with fifteen investors or less, to
be regulated by CIMA. Prior to the
commencement of this Act in February 2020,
these funds were exempt from licensing and
registration.

Implementation of the requirements of The
Mutual Funds (Annual Returns) (Amendment)
Regulations 2020 outlines additional information
required by regulated mutual funds, which will
assist CIMA in attaining the requisite information
for macro-prudential supervision.

The framework for the implementation of the
requirements of the Virtual Asset Service
Providers Act, which, effective October 2020,
requires entities wishing to provide such
services to be registered with CIMA.
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MANAGEMENT DISCUSSION AND ANALYSIS

Risk Management

The purpose of our risk management framework is
to strengthen CIMA’s ability to achieve its mission
and strategic objectives.

Started in 2019, the framework will be
implemented in a number of phases over the next
several years. The initial phase, commenced in Fall
2019 and completed in August 2020, was to
develop a comprehensive risk register, which will
itemise significant risks.

During 2020, the Risk Committee of the Board (the
“RCB”) met quarterly before the main Board
meeting to discuss and address matters such as
overview of the Risk Register project and
development of a Risk Appetite Statement.

Risk assessment and risk management fall under
the remit of CIMA's Executive Management and in
light of this, a CIMA Management Risk Committee
(the “CMRC") was established to oversee the
execution of CIMA’s risk management framework.
During 2020, the CMRC was involved in the
development of the Risk Register and a Risk
Appetite Statement. CIMA also hired a full time
Chief Risk Officer ("CRO") who is scheduled to begin
work in April 2021 to take over the function now
being carried part time by the Interim CRO, who is
also the Special Assistant to the Managing Director.
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AUDITED FINANCIAL STATEMENTS

Statement of Responsibiliny
Far Financial Staterments

31 December 30

These financial staterments have been pregared by the Cayman Islands Monetary Authority in accordance with the
provisions of the Pubife Monagement ond Finance Act (2020 Revision)

We accept responsibility for the accuracy and integrity of the financial information In these finandlal statements and
their complance with the Public Monogement and Fingnce Act (2020 Revision),

A3 Chairman and Managing Director we are responsibie for establishing; and have established and maintained 2
system of internal contrals designed to prendde reasonable assurance that the transactions recorded In the financial
statements are authorised by Act, and properly record the financial transactions of the I:a-"man Islands Monetary
Authaority.

&g Chairman and Managing Director we areé responsible for the preparation of the Cayman islands Monstary
Autharity finandal staterments and for the judgements made in them

The fimancial staternents fairly présent the finandal position, financial performance and cash flows of the Cayman
Eslands Monetary Authority for the financial year ended 31 December 2020

To the best of our knowledge we represent that these financial statements:

(2) completely and reflably reflect the finaneal transactions of Cayman lslands Monetary Authority for the year
ended 31 Decagmber 2020;

[b) fairly reflect the financial position as 8t 31 December 2020 and performance for the financial year ended 31
December 2020;

{c) comply with International Financial Reporting Standards wnder the responsibility of the International
Accounting Standards Board.

The Office of the Auditor General conducts an independent audit and expresses an opinion an the accompanying
financal statements, The Office of the Auditor General has been provided access o all the information necessary
to conduct an audit in accordance with International Standards on Awditing.

e Bt

Pancm Estwack Cindy Scorland

Cheriransn Mutassainnn Divector

Cayman Islands Mooetary Authonty Cavman Islands Monetary Authoriry
Date: 30 Apnl 2021 Diate: 30 April 2021
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AUDITED FINANCIAL STATEMENTS

AUDITOR GENERAL'S REPORT
To the Board of Directors of the Cayman Islands Monatary Authority

Opinion

| have audited the financial statements of the Cayman Islands Monetary Authority {the “Authority”], which comprise
the statement of financial position as at 31 December 2020 and the statements of comprehensive income, statement
af chanpes in reserves and contributed capital and statement of cash flows for the year ended 31 December 2020,
and notes ta the financlal statements, including a summary of significant accounting policies as set out on pages & to
35,

In my opinion, the accompanying financial statements present fairly, In all material respects, the financtal position of
the futhority as at 31 December 2020 and its financial performance and its cash flows for the year ended 31
December 2020 in accordance with International Financial Reporting Standards.

Basis for Opinion

I conducted my audit In accordance with Intermational Standards on Auditing (I54s). My responsibilities under those
standards are further described In the Auditer's Responsibilities for the Audit of the Financial Statements section of
my repart. | am independent of the Authority in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), together with the ethical reguirements that
are relevant to my audit of the financial statements in the Cayman Islands, and | have fulfilled my other ethical
responsibilities in accordance with thase reguirements and the IESBA Code. | believe that the audit evidencea | have
obtained is sufficient and appropriate to provide a basis for my opinian.

Emphasis of Matter

As outlined in note 15 of the financial statements, the Public Autharities Act {2020 Revision), Section 47 - Terms and
conditlens and remuneraotion of staff came into effect at 1 Jume 2019 and required all Statutory Authorities and
Government Companies to comply with its requirements to standardise salaries and benefits. At the date of this
report, the procass to complete this standardisation has not been completed. My opinion s not modified in respect
of this matter,

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financlal Reporting Standards and far such internal control as management determines s necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
Brrar.

In preparing the financial statements, management is responsible for assessing the Authority's ability o continue as
a poing concern, disclosing, as applicable, matters related to going concern and wsing the golng concern basis of

accounting unless management either intends to liguidate the Authority or 1o cease operations, or has no realistic
alternative but to do so.

Those charged with povernance are responsible for overseeing the Authority's financial reporting process.
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AUDITED FINANCIAL STATEMENTS

AUDITOR GENERAL'S REPORT (continued)
Auditor's Responsibilities for the Audit of the Financial Statements

My chjectives are ta 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 oplnion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
1545 will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
censidered 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 15As, | exercise professional judgment and maintain professional skepticism
throughout the audit. | also:

s |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
errar, 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
misstatement resulting from fraud is higher than for one resulting from error, as fraud may Involve
collusion, forgery, intentional 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 opinion on the effectivenass
of the Authority’s internal control,

#  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

* 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 eenditions that
may cast significant doubt on the Authority’s ability to continue as a going concern. If | conelude that a
matarial uncertainty exists, | am required to draw attention in my auditor's report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are
bazed on the audit evidence obtained up to the date of my auditor's report. However, future events or
conditicns may cause the Authority to cease to continue as a going concer,

» 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 presentation.

I have undertaken the audit in accordance with the provisions of section 60{1)(a) of the Public Management and
Finance Act (2020 revislon). | communicate 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 | identify during my audit.

AU A

Sue Winspear, CFFA 30 April 2021
Auditor General Cayman lslands
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AUDITED FINANCIAL STATEMENTS

CAVMAN ISLANDS MONETARY AUTHORITY
STATEMENT OF FINANCIAL POSITION
As ot 51 December Z0Z0
{in Cavman Islands Dollars)

31 Decentbar 31 Decembicr
Moo ol il 019
SO S0
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AUDITED FINANCIAL STATEMENTS

CAYMAN ISLANDS MONETARY AUTHORITY
STATEMENT OF COMPREHENSIVE INCOME
For the yvear ended 31 December 20240
(in Cayman Islnds Dollars)
3l December 31 December

Maote 2020 2019
S0 S
INCOME

services Provided to The Caymezn lsbnds Governmen Ia 228 [B439
Directors Registration and J.il.'-u:h.irg [Fogs 10,5013 l535
CIMA Tramsactional Fees 4 16y a4ils
Investment Income 1.974 e
Commssion Income 10N Leig
W umEmatic [ncome 34 132
Realsed Gain on Irvestments 1127 i34
Criher Income = 2
TOTAL INCOME 41,771 ) 38,168

EXPENSES
Halaries and Benefits 13 230608 19670
Chiber Opemational Expenses 12 3830 1657
Profestional Fees 2605 | BEE
Pensom Expenses Oa 2085 1,281
Depreciation expense - Righi-of-use Assel id |,632 937
Depreciation and Amortisation é 1,006 i24
Interest experse - Lease Libiey I 3RS [0
Utilities M5 408
Accomodation 4 162 | S5
Training and Conferences % 408
Offical Travel Ch] 32T
Expected Credit Loss IFRS 9 i -
TOTAL EXPENSES 36,022 30,624
INCOME FOR THE YEAR before:- 5.749 T.544

OTHER COMPREHENSIVE INCOME (LOSS)
Items that may be reclasified to Profit or Loss in subsequeni pe riods
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Remeasurement of Defined Berefit Healthcare Labifey oc. 13 (228} (2,391
[ 1.957) (1,714}
COMPREHENSIVE INCOME FOR THE YEAR T a7s2 s8a0
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CAYMAN ISLANDS MONETARY AUTHORITY

STATEMENT OF CHANGES IN RESERVES AND CONTRIBUTED CAFITAL

For the vear ended 31 December 2030
{in Cavman Iskands Dollars

H Dhecenber 2000
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Corremey lssue  Expenditures Caniribaied
General Reserve Keserve Reserve Capiral
S000 Siliin 3000 S0

BALANCE AT 01 Jan 2020 1555 17 7N g_mi

Transfers im:

Feom lecome for the Y eas 1752 - 0

Tranafers oml ¢

Lionirmgion Favabk: 1o C1 GOVT (2,752} . -

Copitad Pore hases 1564 . {1,364 .

Ceeritional Expenses - . - :
BALANCE AT 3 Deember 26950 378 .5_::5: 3404

31 December 2009
Caplesd (iperatinal
Currency lsswe  Expenditures Expenditures Conlribsied
General Reserve Reserve Reserve Reserve Capital
Sl SN sl Sho SIHIG

BALANCE AT 01 Jam 2019 1] 8o i [0.560 40l 11
Transfers in:

From Income for the Year £.0000 . Al

Fraim |'.z|1ia| |'1;|1,:||.'i:|r|:l- Heserve § 250 5 £

From Operetinne| Espendibares Resemve 414 3

Transfers oul !

iComriution Pavable s O GOVT {5 1000} . =

Change in Policy IFRS |5 (Mot 50K {85 : =

Coaptal Purt ases - - {4,198 .

!!lpr;.li‘rﬂ:] NpEied - = - (1] .

BALANCE AT 31 December 15480 375 70 E 1338
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CAYMAN ISLANDS MONETARY AUTHORITY
STATEMENT OF CASH FLOWS
For the year emded 31 December 2020
fin Cayman Islnds Dallars )
3 December 31 December
Moles 1020 019
Sl &0
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64 CIMA 2020 Annual Report



AUDITED FINANCIAL STATEMENTS

CAY NN ISLANDS MONETARY ALUTHORITY
NOTES TO THE FINANCIAL STATEMEMNTS
For the year ended 31 December 2020
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CAYMAN ISLANDS MOMETARY AUTHORITY
NOTES TO THE FINANOIAL STATEMENTS
For the yvear ended 31 December 2020
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CICT, vt meexls b0 grve nse bo cash flows that are ‘solely payments of ponapal and interest (SPPTY
on the principal amount outstaeding. This a ment 15 reterred o os the 3FP] test gnad s

pecformed at an matcument level. Al debt matnaments are dassfied az "[Hold to collect and 1"
ad recopnized 45 Gir value through (HCL Account cecetvabiles ate mesmsured at the tmnsnceion
|1|-i|_»;,' .\,:.:Ir-l |||_'|_| 4T} :ﬂ-q,'r ]FIH | %

Caash and Cash Egquvalents are classihed as smomzed cost

The Authonty's busmess model for managing fmancal assets reters to how o MANAgEs it
nancial assets in order to penerate cash fows. The business model determines whether csh
Meovar will pesailt Fromm collecting contmetual cash floas, selling the Anandal assces, or both

Puschases or sales of b aseets tha PETUERE w.II.'I'.!.I.':'h af ARAETE adqthan a _i||'_-;,' :-r,-.;|||;
established by repulafnion or convention in the marker place (regular way trades) are pecognised

rn thie rade date, we the dace that the Awithoory commats (o puarchase or sell the asser,

bt oamfreatoe s mpeg riprpenen

Fmancal assets are classifGed in four categores:
* Financial #sscts af amnoidsed cost (debt instrumienis’;
* Fimameial ascts ot fair value through C0C with recveling of cumnulatme gains and bosses (debt
e IR
* Fenanicel assers |‘||:'i.:1|'|.‘:I{‘~:'i Al facr 1.'?.||_|:; I|E||_-\._;|_|!1|_|| I:":r 'l.l.il_|. o ||_'|':.|_|::|I,; |_:-I-|_|_||||_l.|'_|'j1'|_' !_rij_'ir_:.
i lnsses upon derecopninon (equary insmimenta); o
» Financial sssers an fir valee throsgh ||r-:-|'l or bk

Al debt instrusmsenis are sulmecquently mensuned at faar value wath pams and bosaes nosing due t

change in the fir value recognised in OCL Tnterest mcome and foregn exchange gains andd
losses are pocogndsed moproft or kes in the sume manner a3 for Grancial assets measured o

aimeFEed coian
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S fosaaiiny Podder dnniim]

Lingaa’ Ty oL p:-.n.._'.ﬂ:.uh

Deervpgailion

A hmancial asset 18 -\.|.|.'.':|.'||-!_:||il;.q'\:l el

I'te nghts bo recerve cash ows from the asser bave expireds o

[he Authesrity has transferved s nghs o recerve cash fows from the asect or bas a=sumed
an obligamon 1w pay ohe receved cish foas in full wathour maceral delay tor & thied pacry
under o ‘pase-throggh’ arranpemment; and eicher () the Aur haonty has trnnaferred substnmalby
.-.IJ |J'.'i. ._.:l'i.i ?.I'.'.!. pewards of '.ht:lh‘:rl. el '|:I_I the "'n.ll|...l|'iI! bisie peinlees Ir|1|-\.I'|'rr|_'||1|r:.-1'-; :Hi|'.|_-|_'
substantially all the tisks and rewards of the asset, but has tmnsferrad control of the asse

Un derecogrubion, cumnlamee pains o losses previ
LB BT ]"r"\.l-'l o |,

Iy eecopnised in OC are reclassified From

—_ R
The Mwthority recognises an allowance For expectsd coedin lneses {TCLe) for all deb instrmen e
nor held gt i wabue theoough peofit or Joss. ECLs are based on the difference berween the
contrecitaal cash flows dee in sccondance with the contmct and all the cash Slows thar the
Autbionty expects o recerve, ducounced ar an appecaimation of the egiginal effective interest mie
The expeceed cash (ows will mebade ish Bows from the sale of coltareral held or ather credil
enhancements that are ineegral to ol

Fi e are |..|'|||__T_|||x:xi i Pa SEap

ve. |"or coodit exposures for whe
merease in oredit nsk sinoe il e |.'|:Hr|:'i| i, FiCLa AT oA ided for coedit losses that result from
default events that ure possble within the next 12 months (3 12-menth ECLY For those coedit
exposiaes for which there has bwen a sgnaficant merease in cnedit risk since initial recognition, 4
loss ellowance i required for credit loeses expected over the remaining life of the expoaere,
irreapectve of the timing of the default {a lfetime TCT.

re has nodt been a :-\.i_!-_l |i'-|

For aocounta secetvables, the Authodey apphies 2 general appooach i calcubannp ECTs,

For debst instruments at fair value through OCI, the Autherity spplics the low eradin risk
simplificagion, Av every repoertng date, the Authomy evaboates whether the debd instoomene is
comswdered to have low ceedin fsk usdng all reagonable and supportable informadon thar s
aviiilable without undue cost or effort. In makdng than evabuation, the Awthorty reassesses the
eeedin v ol the debt metrument. In addson, the .'LuTI'u'.n.'r_; considers thar there has been 2
'\-:_-,-:I'.i!-ll.':'ll'.l incresse g credit Hek atid T <~'~r.||7||,'|:\,|;|| payments anc more ;h;\;n 3|I:I -:l_1!,'5 F“s.r d|||;'_

Tl Awthooty’s debse instnaments at fair value through OO comprise solely of quoded Bonds that

pre praded in the top invéstment ctegory and, therefore, are considered to be low coedit rick
irvestmienis. It 13 the Auchaosniy’™s ['H'-..il"\. | ES S P 0 [-:'1- [4]u] :.|_||_|: i|'_,-_r|_|||_1|:|:||:5 on 2 12-monch
Il:'\':l'\\:

|....::_.'“_...-.' =
Timitpen vt oo e reorent

Finarcial ligbdlities are chassifiod, at mitial recopmibion, as frsncial Ebilities st faie value thio

.‘e:

i an effective hedge, as appropezane. Financial liabilines compase other labibites and payables,
ol expenses and notes and coins in crcalanon

Al fingncial liahilivies ase pecognised initally ar Gdr value and, mothe ease of loans and borrewangs
anel payables, vet of direetly armbumble transacoion coses.
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S dengicand ~lecowniting Podis (oniiaucd
Finamciad Lnitrnements foonfinusd)

Vanhoparment mreisnensen)

L il fen frag arf

- pudiete Bhrasph profit o de
Financial iabalities at fair value throoph profit or loss include financial habilites held for trading and
financial lbilines designated upon inital recognition as ar fair value through profi or loss.

i 1

A financial lalalsty 15 derecogrised when the obligation under the hiabality s discharged or cancelled
of expires, When an extsung fmancal babdity s veplaced by another from the same lender on
subatanmally dilferent temms, of the terms of an existing hiability are substantially madified, such an
exchange or modification is meated a2 the derecopnition of the odginal liability and the recopnition
of a new liability. The difference in the respective carrying amounts s recognised m the statement
of comprehensive income.

r.l i ||I| g | {3 ) 4 1
For the purposes of the statement of cash fows, cash and cash equivalents consist of corrent and call deposits
and fxed deposits matunng within three months from the date of measurement or vear-end,

ook of Noter and Coing ford in Cinailation

The stock of unissued currency notes 15 stated at cost of production. Only the cost of notes ssued it
arculation is expensed, on a “Arst in, fist out” basis. All associated cost such as ;.:'l_i:_1;|-||_|1:.:l. h""““'-”?- and
I SUEAROE Afe expensed unimedetely.

When CULTEnCy 1S issued, the face value of the currency 15 also recogmised as a |I:|.|:-I'LII!. within the “Demand
Liabiliies, Currency in Circulanon™

i‘l I_'n'mg:I ] "t ']I:I:ﬂ"ﬂliﬂl !I:il'ﬁl

Stocks consist of gnlri and silver bullion aRaing from the meli-down of numismatc codns '.rhr Hlilli:l anedl sibver
bullion content of the following categories of numismatic coins: coins for resale, musenm tems and coins
swaiting melt-down’, Bulbon stocks are stated at year-end market values for gold and silver bulbon and
unrealised gain/loss are recorded in the statement of comprehensive income

b)  Naiomatic Coinr i Cireabat

The total nominal value of pumismatic comns l:-|.|1:-|:|1'||.i|:|:||.g_ as 2t 31 December 2020 19 14 4%k (31 December
2019: $14,490). No liability for redeeming numismarc comns is recognised in the financial statements, since the
amount of redemption cannot be reasonably estimated, and the probability of marerial redemption is remore.
Redempuon costs and sales proceeds are recorded in the statement of comprehensive income as incurred

Il__i k] and = m
Property and equipment are stated at histoncal cost less acocumulated deprecation. Histoncal costs include
expenditure that 15 directly attributable to the acqusition of the items.

subsequent costs are included in the asset’s carrying amount or ave recognised a3 2 separate asset, 45 Appropoate,

manhhr vdhime 4 e mesndhahla fhat Pobnes accnmuemae el sssmamiaied il il tieems call Moo e sl Bolaeine am. I
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Supercaet Alvawediag [ U ulisue]

Property aoid Cgagbmen (i)

Diepreciation is charged to the strement of entvprehensire income on the staight-line method w allocate the
cost of each asser over theie catimated useful lives as follows:-

*  Purnshare and Foomares 3 years

Mo Velacle 3 yenrs

- {Xifice -!"|.|||iiu'.||'||1 i TEIE

*  Computer Flasdwane -3 veams

*  Lesschold Improvements the sharmer of e reem of fhie lase and the useful kfe.

I'he assets” useful bres are seviewed and adjusted where approprise

Property and equipment i derccognised on disposal or when ne fumse eeonomic benefits are expected from
s nEe, Ay F‘i'li:i of bisss :'J.'i:nl:lg (o711 I.II,"TI.'I.'III_"l'.ll'I dt of thie asset |:|':||i_—|;|,-|r|'||-| &2 the differenee beraeen the net
disposal proceeds and the carrying amount of the nsset) & recopnised in the statement of comprehensive ingome
m the pernod the asect 8 derecojmised.

N Dnfaseble Al

[ntangible assets are idennfiable non-monetary assets without physical substance. The Autharins inmnpible
agsers comprse externally acquired eomputer software. Costs associated with maintaining computer aofrwane
programmes are charged to the statement of comprehensive mesme in the financial pencd in which they are
incurned,

Al of the Authority’s intangible assets have a finte life. Amornsanon is caloulared using the straight-bne method
to allocate the cost of sach ssset over their sstmated wsefl lives which is esttmated to be three 10 e VL.
Useful lives are reviewed at the end of each reporting period and adjusted if appropriate

&) Bty Bewelity
Pengion Plams
The Authority makes petsion contdbutions for its eigible employees o the Public Service Pensions
Fand, which is administered by the Poblic Sesvice Pensions Board, The Fund has bodh a defined
benefit and a defined contribution chement. There are o small mumber of ermplovees whio partcipate in
other prreate plans, whicl are all defined conmbunion sclsermes.

Under defined conmibuton plans, the Authomry pays fixed contrbutions and has no obligation 1o iy
further contributions if the fund does not have sufficient assets to pay employee benefits relating m
employee service in the cusrent and prior peniods. The Authordty recopnises contributions o g defined
contribnon plin when an emplovee has eeindered services i exchange for those contributions.

A dehined benefit plan 15 one that defines an amount of benefir n he provided, vsally as 2 Ranction
of one or more factors such as age, years of service or compengation. The asset or lability in sespect
of defined benefit plans is the difference beracen the present valoe of the defined benefit obligntion
at the statement of financial postion date and the fair vahoe of plan assets, adjusted for unrecopised
actuanal gumslosses and past service onst. The defined benefie obligation s caloulated annually by
ndependent acares wang the projecied  unil credit method. Expected fumire payments ane
discounted wmg market yiclds ar the end of the reporting peiod of high-quality corporate bonda with
terme amd currencies that march, as cosely as possible, the estmared Fure eash outfoos
Remeasrements as a result of cxperience adjustments and the changes m actoanal as ST BGAE are
recognised in other campeehensive income
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Spmticass Lomunsine Polide fontisged)
Fmndoyer Bemefivy -Pegiion [Pans fmndiared

Osligations for conmbutons to defined conteibution and defined benefis pension plans are
recoprused as pension expense in the statement of comprehensive income a2 incurred

Chtber Bhewefits
Oither {'|T|r!l||".~'!,'l:‘{' benefits include |1'|.'|1i.'r|:|i1:|' beave, sick leave, and vacason qj.:,_-;, YVaranon |_|;-|_:_-_~;
accumulate and vest and therefore a Babdlity is accrued each vear.

§ llication gf P
U'nder Section 3 and 10 of the A (205 revsor), the net profis of the Authodty, after provision for all
expenditure and reserves, shall be allocated such that the Currency Reserve Asscts represent at least 10076 of
Dremand Liabalities and the General Reserve represents at least 153% of Demand Liabilides. Any '\_-'\.'|,:||_']'_|I'J_i sl
allocated 1n aceoedance with the above shall be teansfeered to the General Revenoe of the Capman Iskands
Crovermmen.,

o Al

The Authority maintzins a General Reserve in accordance with Section 8 of the Aa (2020 rmivian), 1o provide
wdditional funding if necessary, for Demand Liakilities and obliganons arsing from oher business of the
\uthonty. In accordance with section 8 of the ¢ 2029 sedfrion) the General Beserve shall represent at Jeast
15% of Demand Liabilines, As at 31 December 220 the General Reserve waa 220,950k {,"-] Diecember 20119
535.5?‘5312_; equanng o 16.39%% (31 December 2019 1822 v of Demand Liabilines.

wl  Currenyy Towve Bevermy
e Currency lssue Reserve waz adjusted az the siock of noses printed pricr to 2003 wms all ssued into
crculaion. The Cuarrency Tswue Reserve az at 31 December 2000 was $375k (31 December 0% $375Kk).

o) Copeta g’ Chterufianal [oghenaitarns Reseres

Under Secnon 9 of the o (2020 restsion), the net profits of the Authority for any fnancial year shall include,
but shall not be Bmated to, the income from the investments of the Awthorty, and the profit from the sales of
IVes ITnenid "3'I-'"II='-g'irlg te the Authority, and shall be deterimined by the Authority after meeting or providing
for all expenditure for that year and making such |.'l:ru'-.":1||:| & for contingencies and the establishment of such
addinonal seserves as it may consider desieable. The C .|[:-II:.|. Expenditures Reserve has been established for the
impletnentation and acquisiion of key capital projects. The Operational Expenditures Reserve will fund the
operating costs associated with these key peojects.

B Cowirbated Capital

The authoriaed capdtal of the Authonty = $100 million; with The Cayman Islinds Government bemp the sole
subscrber. In 1998, the Government made o commiment to meresse the Contrbuted Capitl of the Authority
to a rumimem of $10 million by yearly tansfers of approaimately $0.5 million from Operating Surplus,

In Diecember 2009, Section 7 (3) of the Monetary Authority Act (2008 Revision) was amended by the Monetary
Authonty (Amendment Act, 2009), o allow Cabénet to vary the amount of paid-up capital held by the
Vuthariry, and where the capital 18 reduced any exeess shall be trnsferred by the Authowry o the Government
In June 2010 the Cayman Islands Government withdeea 88 250 milbon. Contrbuted Caputal as ar 31 December
020 was §2.328 million (31 December 201%: $2.328 million).
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el Acowniie Paliver (o)

) Bewomee Baggnitiog

The Anthonty sdopied IFRS 13 (Revenue from Cootmers wih Customerss) froem 1 January 2018, The new
standard was applied using the modified retrospective methed, with the cumulanve effect recopnised in general
reserves on 1 Jamery JHE. This core ponciple 18 delivered in a five-sep model frameaork which are: (1)
[demnby the conmace with & custoanes; (2] Tdentify the pecformance obliptions in the contract; (3) Determine
the tranzaction price; (4) Allocate the tranzaction price to the performance obligations in the conttact; and (5}
Recognise revenue when the Authority satisfics a perfommance obligaton

The Authonny's main scusee of income 18 denved from the services it provides o the Government of the
Cavinan Telands, The Authonn's other sources of income are g-:'nr:.:.rr'd from [harectors ]L.-!_:_'.c'.:ullun afud
Licensing Fees (DRL fees), CIMA transactional fees, its mvestoents, bank balanees, and other currency
transactons

l'o be comphant with the Durectors Regstranon and Licensing Act, 2014, and therefore deemed 1o be fully
pegistered, Dipectors ase sequired Lo file an annual repistmton (prescribed foom) and pay the fee by 15 January.

LIRL. tees received [foe curgent and priod veam) ate secoghised as reveiue in the year that the Directar has fully
registered for those pears.

Penalties for late pegistmiioms ave recopmised as revenue in the year in which they are recesved,

Apy DEL or CIMA reansacnonal fees seceived @ advance of the vear for which they are eamed, are eecorded
n% unearmed revenoe and -:||i1-|'|.|l||.'|11'.1.' recognised a5 revenue for the pertinent year

L B3 Lo .II":I.'I HTIC 15 :r|.'|.'-'=|_::.r.|.h|.'-.| LS |.'.1:IT.|EL| Ll 1] IIl'I.lI.'I'I'lI“II':I\.'I. ot currency m crrculation.

Remdering of Services (Services provided to the Cayman [slands Government and CIMA Transactonsl Fees)
are |.'|.'|.'I|I::‘|'||'\-|I.'I.I as revense when the related service 1s renidesed,

Met Loss o Gamn oo Mumismate lems = bulliong stocks are stated st pear-end madeet values. Mumismane
conne sales and expenses are accounted tor aath the revaluanon F.‘.l;'|."|-:|-"\1

Irvestment Income and other sources of income are acemied 22 earned

e, El'b { 14 Il'a"lf igs

The objective of IFRS 1615 10 report information that (1) fathfully represents lease transactions and (15) provides
a basis for wsers of the financial statements to sssess the amount, tming, and uncertainty of cash flows ansing
fromn leapes. To meet the objectise, the Authomy has recognised assets and lahilites ansing from s lease

aprecinels.
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gt Alaowwting Pabas feriliniindl

2.1 Changes in Accounting Standards/TFRS

lmengeenls jo [ERY 7 JUERS P gngd LAY 39 [ngerert Rage Benchmark Raform

The amendments to IFRS 9 and 1AS 39 Financial Instruments: Recogmition and Measurement, provide a
number of reliefs, which apply to all hedging relationships thar are directly affected by interest rate benchmark
reform. A hedping relationship is affected if the reform gives dse to uncertanty abour the g and/ oz
amount of benchmark-based cash flows of the hedged item or the hedgimp instrument. These amendments
have no impact on the financial sttements of the Authorty as it does not have any interest eare hedge
relaticnships,

Armemalnrents fo LAY 7 wwd LAY § Defnition of Mt/

The amendments prm‘idt a new debininon of material and states, “informaton is material if cmitting, misstating
or ohscuring it could reasonably be expected to influence decisions that the primacy users of penecal-purpose
financizl statements make on the basss of those finandal sentements, which provide fnancial information aboat
a specific reporting entity.” The amendments clarify thar marerality will depend on the nature or magnitude of
mbormaton, cther mdmvicdually or i combananon with other informanan, m the context of the financial
statement. A misttatement of information s material if it eould ressonably be expected to influence decsions
msde by the priomary vsers.  These amendments had no unpact on the fnancial statements of, nor i theee
expected 1o be any fumre impace to, the Aunthoriny.

Comeninal Irasewend for Fis
The Conceptual Framewark is not a standard, and none of the comcepts contained thevein overnide the COnCeps
or pequirements n any sandard.  The purpose of the Conceptual Framewnork is to assist the TASB in dev claping
standards, to help peeparers develop consstent accounting policies where there 15 no applicable srndard i
place and 1o assist all paries o understand and interpret the standards,  Ths will affect those entities which
developed their accounting policies based on the Conceptual Framework, The revised Conceptual Framework
mchsdes some new concepts, updated definitons and recognition criteria for assers and liabilites and clarifies
sOME imp:wraﬂr COMCEPES, These amendments had o impﬁrr o the fmancial setements of the _'l.|.|.||1|::-r_|!.'.

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions — amendment 1o [FES 16 Laer. The
amendments provide relief o lessees from applying IFRS 16 puidance on lesse modification accounting for
FEnT concessions ansing as a disect consequence of the Covid-19 pandemic. As a pmctical expedient, a lessee
may elect not w sssess whether 8 Covid-1%-eclated rent concessinn from a lessor is a lease modificatson
A lessee thar makes this clection accounts for any change in lease payments resulting from the Covid-19-related
rent concessson the same way it would account for the change under IFRS 16, if the change were not a lease
mndification,

The amendment r|'|'.-|'-'u-1-.-' 10 andal n.'|‘a-l|rli:||.1-l; '|1|.'1'ir'-d-= |1-r'y||n r.i!:g an or after | June 2020, Earlier ;|_];||;|]i;_-,-||;;,u|;| 1%
permitied. Thi amendment liad no impact on the financial statements of the Authosiry.
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3. Financial Risk Manapement

1 Fimewaad ingingmends ot Srir pad,
The fair value of investments, hold to collect and sell 25 per Naote 2 (d) 85 classified using & Faie value hiecarely

that reflects the significance of the inpuis disclosed in making the measuremenis:

Level 1 = quoted poces in active markets
Level 2 — inpute aee obsereabile eiiler digesctl da 1 e aail Tk
Level o pute dre coscivablde dllier disectly or demved Brom quoted poces

Level 3 = 10 observable inputs

|.:I|. |..'|I: vadue hierarchy reguares the (1Tl |||_|- l_'|"w.'ﬂ|:||;' 1!|;|:|-;1_'| ||'||,"'|_|!_-\. !.'h.'l:“_'n".q.'r _-\.|;,.;:|'| |r|F:.|:!~: RISk, _'l, _—-|n3|1i—_z|
instrament is classified an the Jowest level of the hiemechy for which a significans input has been considered in
ensuring fadr valiie

Lewill Lewel? Leweld Togal

SO0 S000 SO0 S
Fmancial msmaments ar faie valoe as ar 3 Deceimber 200
Trvearmien=, Hold fa eolleer amd aell B0 158 = T BO 158
Coval financial mestroments 20 158 - R 1 5K
Lewel1l Lewel? Leowel3 Trwtal
SO SLUHH] SO S0
Frauncil mstrwmenis or e value as ar 31 December 2019
Imvesrments, Hold ro collecr and sell BH B&5H BH _ESE
Toral Anancial msmoamenes AY R5R BH_RSH

The Authosity is exposed o interest rate nsk, credic vk, Bgquidity risk, and market risk 25 2 tesult of Bl
hnancial instraments. The following is a description of those dsks and how the Authonty manages its exposure
b theein

b Iaferess ts B vk

The Autharty & -€|.|'|||:".'I 1 mberest rane FEk o rI'.|_- |'f'|-..|'- ?1|;'||_'|_ _i -w-i|'-'| 5T ;|| ;|?|.\,i |1:.I|_'rr|:||'||||1;|| !I'.!l'."l:ll‘illl'l.'i '-.|,'|_1:|r|'|
artracts intercst. The Awthonry @ not expoacd to significant interest rate sk as the cash and cash equivalents
are placest on call and available on demand, The Authorins investments ane ar fixed interest tates. Volatility in
mathker mmbereal rates not ontly affect the retum on investments, but also the dscount mte vsed to measeee
funding valuations and pension babilines. Intercst eate nsks, in eems of investment retuens, are mitipnbed
pramacly by investing m (xed mcome netruments that are pelatively easy to divest and the avadance of
e rmvnies.

Men mileresl payinenis are ¢ |I'If|"|'l.| 1es ELISLOTIEDS om by FRAVITHINTE CHE QOIS recevabie,
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i

o Lol ek

Credit risk is the nsk that one party to a Gnandal instrument will cause a Joss for the other party by failing to
pay for its oblipation {IFRS 7. The Authority manages credit sk by sdheidng to the Authoriy's mvestmeni
Hl'l'll.lllﬂl.* for a8 Currency H.-'.H."- es Assers which establishes Counierparly cons entration Hmits and muimdms
standands that each counterparty must attain, The Authomiy’s cucrent, eall, and fxed deposits are placed with
hl!:';l'l credit i.ll.lul.lll. insttabions,  Credit nsk ik respecl o ]I'I“'L wited shart-term 1|1'\_|‘.--q_||'|-|ﬁ|_|::\._ ACOOURTS A
Hleres] e I-'I-'-hLE"-'L1 and ether N'I'i'il'!lb|E'J -] |:|rn|r{'d fia the .".'.|.I||r'-r.l:; |l|.".|:.' frAnsacts |1LI:¢!I'||:"¢1 aith cx ||||||-|,-|-|1;|_-|_|,.|_-,.I
it believes 10 be reputable and capable of perfonrming their contruciual obligations.

31 December 31 December
2020 207
0K SR
Invesuments, Hold to collect and acll
AAA G7,1BB 68,65
AA 1,495 3,562
A 17 RAD O oRT
BBE b ey C ikl
B 158 BE.BSH
Cash and cash equivalents
Cash ar bank and - hand
T W 258 X T
AN 2 450 =433
A 1,645 ' S0
JENENE! 7.B70 H, 425
12221 11,857
U vvermught repurchase agreements
MAAA 105 583 B 583
117,804 e

)  Lagerdity mok

Liguudiry nsk 15 the nsk that an entity will have difficultics in meeting its financial obligadons (IFRS 7). Liquidity
risk i managed on a basis which generally requires the Authorty to hold assets of appropniate quantity and
quality 1o meet all it obligations as they fall due. The Authority’s investment guidelines for its Cusrency
Reserves Assets are, m order: seconty, liquidity, and income. Accordingly, the Authority believes thar it i not
expased to any significant level of Liquidiy risk.

£l Mianked ok

Market nsk 15 the nsk that the far valoe or cash flows of 3 finzncial instument will Duetuate dus o ':-'I|"”|-.‘:’5 in
magket peces, Market nak veflects interest mte risk, cumes iy nsk and oder pr ice rusks (IFRS T The ranges of
interest rates and mamnuty dates are presented in Mote 4. The carrving amount of call accounts, fxed deposit
acoonils, interest ceccivabbe and ather hahilities approximated theis Gie value due 1o the shori-term maturities
of these padetz and habilimes, The foir valoe of mvesrments i presented in Mote 4. The fair values of other
assets and labilities are net matenially different from e cazryingr pmeounts. Readidly avatlable markets enable the
determunation of faer valoes.
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1. Currency Reserve and Operating Assets
— —

seCnnns 1:“:] of the <z /2020 .'I','1..IMI'|.' mandates the preservation il ':_.uru;“-l_:. Reseme ;'l,_-\._-\.|_'|_g-.\| sef wirniely from
all arher asscts of the Authodty. These assets are 1o be used o fusd the Authoritys currency redempico
obligations. (5ee Note B) They shall not be wsed v stsly Bobilities arising from any other business of the
Authonty. Adter all Demand Liabilides are extingueshed, any sarplus Cureency Reserve Assets would Form, in
patt, e asscts of the Geneml Reserve. [See Mote 2 m)

Under the Az 2020 wesian), secnons 32(3) and 3200 respectively, the Currency Reserve Assets consist of
extersal assets (not less in vahee than an amount equivalent o nineety percent of Demand Liabdlides) and local
assers (D07 10 exceed ren percent of Demand Liabalites), Under 32(4) local assets shall be i vabes nod less than
the difference, if any, berween the amouont of its total demand linkdlities and the valee of extesnal assers.

Wi at 31 December, the value of Cuorrency Feserve Assets was $188,797k (31 December 2009 $160.969%)
representng | 14.82% (M December 3009 114.68%) of tom] Demand Liabiises, The value of external assets
l.||l.|.I-\.l.l.| o 11058%% _Il!. Diecembeer 000 100,37 a1 whide the value of loeal assets as at 31 December 20H
equated to 4.24% (31 December 2019 5.30%) af Demand Linhdlities

Currency Reserve Assets comprise the followmg

1) el

The classification of financial instments at ndtial rocognition depends on the purpose and managemenrs
intention for which the financial assers were aequired. The nvestments are actively traded, classed s hold i
collect and sell’, and meet the principal investiment ohjectives of the Authonry - security, Bguidite, and income

Ihe investment "5':1”!':':"' & |'IJ.1IJ.IL,,|§."'§.| .\_:-'. ILII’.ALPLI.IJI.'..II funi man RPEETE 1N ACCO rodance with investment ,r|_1||:||_-'l||-||_-a.
estalalinhied by |.|c Board of Directors of the Authorty, m acoordance wirh the < (2020 Resrisn). Management
fees are caleulated based on the marker value of the r:-::-rlrnl::l anad are payahle guarterly in areears, Either pasty
may temmnangte the sgrecment with therry davs' nonce,

iy weeiteenrr, LIS ']'r':.hl.lr_l' Meotes, U5 Crovemment Sponsored Enverprise (“GEE"), and
Cotpetate Bomnds stared ar market value, with interest futes rgrg from 001 25% i 4, 25% and ALY
dates beroreen 31 December 2021 aind 04 [une 2026,

Lhere are no nvestment securines with manirities over en years (31 December 2019 - three totalling
¥0,927k). Those securities are of the class for which the average life shall be used in place of manurity,
under the mvvestment puadelnes

31 Dyecember M Dieecmber

2020 2019

Bange of matarines RO -_-‘:n:];j;]
1-5 yeats 54,678 50,933
- 10 years 2028 2
Oreer 10 years : 6,927
515, 7106 68,900
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Pl

i - ponpss el [ i pre
Cooremy Resere gud Ober
[atpestorenty fwfonmed)

§ bordtsfermr Twvertmenty — Cormemey Berene  AAA US T casury Bills, AAA Corporate Bond matnty dates
31 March 2021 - 1 Movember 2021 and Fised Deposit marurity date 15 June 2021,

1] December 1 Diecembse
220 01
L] L

LIS, Ticamiy Motes |-'|_1-|-1
A A Corporate Bonds 5 645 1,794
Fixed r:|I_'E'HIh|' T SHG 2 561
Dol Ehort-term [nvesments 19 573 §.355

brory-ferey Jopecimenty — Ooergtiiy AMAA VLS. Treasury Bills dates 25 February 2021 - 17 June 2021 and
Fixed Deposit matweity date 21 Seprember 2021

31 December 31 Drecember

2030 10

BiNxl SCHH

& Treasory Bills #2714 11,521
Fixed Deposit 4,165 4,082
Total Bhom-rerm lavesnnens 1:,1‘““ 1 :l.J!lE":l

Al investments are measuzed at fair value, desigmaned s such upsn imitial recognition

) G g Conl Dwiveniien

The Authornty maintains curtent, call and fixed term deposits with domestic and foreign banks, Under the g
(2020 revivion), domestic deposits (a5 part of the Currency Reserve Assets) cannot exceed 109 of Demand
Liabalities. A ar 31 Diecember 2020, domestic deposits weee 34,644k (31 December 2019 34,552) fepresenting
282% (M December 20059 3.24%) of Demand Liabilides

[ntersst was esmed on domestc call accounts at & eace of 00019 diuring the E"l'n'.?d ended 31 December 2030
'3 Daecember 2019 (0,01%), The domestc fixed deposits earned interest at rates eangang between B0.NP%G o
21F% during the perod ended 31 December 2020 (31 December 201%: 1.45% to 2.37%)

IMe Federal Reserve eall scoount balance B non-interest bearing; however, the excess balances are invested
dadly 1 a .|:l:|:|l.|:':.'|!'.:|=-l.' A rEemeL. Inrerest 18 caleulared on the Averge -:|:|'.|:.' balanice of the I'||.'|_-::1|n IS tment

call acconnt. During the pertod ended 31 December 2030 no interest was earmned (31 Diecember 2009; §0),

Clvermight repurchase apreements for terms of one business day are acquired theough buvheck ransacnons
with the UUS Federal Reserve o eam an overnighe interest eate
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Corrpensy Berees gnd {hvnsio

it g {Cpeb Forwinatents ; ]

il r?'!'h:'r.l\.l i s uets
[T TR
Savangs
SEvings
1 Cash nin Hiaind

listad Current and Call Deposies

LI |

| |-c-|:|:|'_5_

Currency
K%

YT
R

Towtad Cash and Cash Eguivalenr - Choerabing Assess

II_l ke ¥ Rescrve Asseis
[ roamesic I_:lq_.:III_-"_:
AN Iips
SAvIngs
:'.-\.'III"'II:I' ;.I's-l'rﬁll‘l"'\.
Federal Reserve Pank

livestment MPonifobo

-I =|.:|=| HI Iz:"‘-l.'l\.l_' Hl_'l'll.ll:\,l FLT

Agreement (@} 2.45%
Toral Call 1 Jeposils

Domesnc - Frued |.F-:'|H".|.I'~|

Haolding

LI

KYT»
Ush

LS
TR

L'sDr

Lial3

Taotal Cash and Cash Egqurvalent - Currency Reserve

Tl Cash and Cash |-|_j|_:|_:|||-_|r

Fimaagiad |y Bz fevot P

[he IFRS 9 seEmEbIcant accountng |.='C'|II\.JI.'!'\- appdied in the current penod are desenbed i Mo 2

ol il st eguiens

41 Decemiber 531 December
20X 201%

] & 00

(38 {06

13407 2 38

3,444 6,525

111 261

AT B, HEH

BO%4 R RiH

51 Deeember 31 December
2020 Y

S0 )

100ER 1005

1041 84

258 251

a7} oL

105 585 Bl SR

108 &T0 BEY 572
18,57 B35,372

117 S 2 M0

e

ALl clasees of cash and cash equivabenits as disclosed in Note b are elisaified as amoctised cost wnder

IFRS 9, The ECLs for cash and cazh equivalents balances were insignificant

Lnresimmeny seaeritier

Diebt instruments under IFRS 9, are classified as lold w eollect and sell and measared ar FYOICT and

amorhsed cnsi.

l-fl.‘\’..' J.'.l.-]-!'i |II.IL :-l:ill'. .:I'..| :E.II'.J_I\. LEMT 1N CE YRS ||,|i'|-;-;'|'l-: T IR -c'__qn'_r-p:j nt

W e

Recetvable as disclosed in Moie 5 are classified as amortised cost under TFRS 9, The ECTa for these

recelvables were mgmaficnn
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5. Receivables and Prepavmenis

a1l | e e aif ooy el

11 Dearmbier 3 Derember
AL HO1%
Period Outstanding Days SN SO0
]-30) 4 KE 2378
11-851 1.710 1.433

(] =5X)
=0 . -
1,554 3. A1

Ihe creation and release of provision for impairment of receivables has been included in Ohther Operating
expenses (Mote 123 in the starement of comprehensive income. Receivables are written off where there 15 no
reasonable expectation of recovery, Indicators thar there ia reasonable cxpectation of recovery include amongst
others, the filure of a debtor to enpape in a repayment plan with the Awthernty, and failure 1o make contracmal
payments tor a pencd greater than 120 davs past due. At 31 December 2020, there were no secervables preater

than 1200 days past due,

31 Lo beer 51 1 ecesr b

IO 2019

SO KD S0

CIAEp e Tridesarg 5516 3 5060

TN Domaacitiomal Thees= T =Y
Ircctors Reptdatiation angl Licnsing Foeon 358

Sexmrumirs Boarivalbe, maot e L | 3811

Opher Baivabler gugd Pretaryment

3 Dieosmbses ¥ | deevemlbacs

2020 2019

SO SHI0

I repaym enis ShH 694

Rexavahbe - Lease Allovwamos -t 551

Uther Rooervalibes 24 16

el Imberest iy

Fmployoe Advnnoes £

552 1,108
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6, Property, E-L]ulpmr.' at, and Intangibles
==

=
Lismpeicr
P ot Leisthinld Equipmcn: [ Sl TIOTAL
& Pamairs Imp Hasdy Eigai Velicle TANGIBLE ladiigriske GRANTY
TCTAL
Lingisgl Lios ] BN Eim AN b E i 1] L el S
Biaance st 517130 2048 am L Ty A L | LETT 5,021 119
Yhdwwmni ¥ ] &7 £ 123 Eal (i
Riches a g ;
[Agrarak ARE ] i1, 1k} (1] [LEET}
Baks LT FIE. ] g i 1] 1
T Al LN 5 15 g L] BAIT 5. Ik HL&EE
St il iied Depusnciniion dnal
Adarinalisn
Balwncr s 3471170000 173 A o . 4 1 1353 L (o)
| efreimirm gud Aeinason e
e wrar 1 L1 1] H '] BS54 LY | L, Lis
Erchiii " 1 - v -
Hefwerad oo gl (1% ] {1,184 [ [LEET)
akeinee s a1 37 L3 X000 124 1 1,18 L1 ] 5 1M 141 LT
—_—
B Beohi Valoe w o 30712/ 150 [ TR [ 1] 5] 1195 Lm 3.0d
ot Bl Wi o it 31712/ 3042 i 1158 18] ] L] |18 1,415 .7
BT
Fiattitere Lewchaldl  Equpmew [l Peloaw TOTAL
b Fishwrs  |mprosemem Handware  Equipmen Vehicke TANGIHLE Intangrhie GEAND
TONTAL
Vg imal Uit ] SO At bl er L8] ¥l 5K
Pafaner s w 31/ E2CN01R a 1,03 i ) 1] 507 il -] £ k]
i (L] 1.0 1, H n L Lm i} §, 2
Laniprsals % N4 241 s ] [E,254) - [
Rabmor nm o 31013 7H0HR m i3 el ] k] X n §.121 I |
Accumpl ped Diepmcipion
i Asaris e
Halener ae e 5101 2700E aln (e8] 1,784 ] H R b v ] T
e g ol e s
1 Hie s L ) L] EL] | M TR 1
feficved o deaprash A 1,10 {241y b | [E54) - {LIR
Bk ot as i 5070 D015 IT2 11 T4 Hl | L ] 10 (%]
P B Vallie s it
1T i L] [T LR ] ] 19 [ ;] L 5, H
Db B Yaliie i il
1/ MIE 37 ] 552 5 554 1 L%
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T. Siocks

—— — — — —

3 December 3 Decemnber

220 0

] 1L

Baudliesn froam the meli-down of coins TR 193
Coins for resale 341 260
Museum memns 1067 H4
1176 8416

[nventory of wisued currency noes and coins 2120 280
Towml Swcks 3,505 3740

[he amount of inventory recognised as expense durng the penod amounted o $565k (2019 §564k) The

Bullion stocks are stated at year-end market values for pold and sihver budlion and held with 2 third party.

8. Liabilitics

Dlemamd [ ol
e : ! : g
Demand Liahilities represents the face value of cusreney notes and coins in circulation, These liabilities ase
fully funded by the Currency Reserve Assers,

loral Demand Lankbilines eomprise:

31 Deoeon b 11 e b

2120 2014

SCHHD =i l|||_-

Currency notes in circulbition 1 50,253 127 501
Currency coms i cocubiton 12,474 12 268
loml Demand [iabilies 16 427 ETH 360
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| faliiiite s o

£l

wl  Chiver [iobeliter e Panail

31 Drecembes il December
200 2019
SN S}
Unearned moome - Dipector |E1_'l|l_'.l|rr.|-||-||'. Frage 1 1324
Unearmed income = CIMA Transscoonal Fess | 0]
{ ¥her accnumls 1,517 BO7
Annual leave noorual A IR
Aceount payahle 155 400
Pemsion Payables %0 93
Uther Payubiles 4 20
i, 244 - SUBR

"-'i at 3 December 2020, Other Pambles included unsettled investment o snagernent and oostody feee of

F13k [20719: 513k

.'_i __"\-,If_nl Pl

In 220 the Board approved to pay over 35,000k of the net profit for the periad 2019 to the General
Revenue of the Cayman Islands Governament in aceordance with Sectinn ® and 10 of the Ar (P20 s,
]::'I.Ir‘.li.!_l' the vear endied 3] December A2 the e |'|r'-c.|-|[ alloeatiomn of B2 00 was i1ﬂ|d over to the Ly
lilands Governiment dunng the year

In 2021 the Board approved o pay over §2.752k of the nei profit for the period 2020 to the Geneal
Revenue of the Cayman lslands Government in acoordance with Section 9 and 10 of the 4y 2020 s,

9. Post-Employment Benefits

Public Service Pensson Plan Pension contmbutions fos eligible emplovees of the Authodty are paid to the Public
service Pensions Fund {the “Fund™), and other private sector pension plans. The Fund is administered by the
Public Service Pensions Board ["the Pensions Board™ and is l.l|ll:.r.|l|.'|.| 15 3 muln-emplover plan. Poor o |1
fanunary 20060, the Fuomd « I11rrlrcd asz & defined bevefin LJJ:l P lan. Wirh etlect from 1 'Im-| ALY 2001 the Fand

had both a I8 and a defined contribution (“DC") pare, with participanrs jeining after 1 January 2000 becoming
members of rhie defined contgbution eben TR ¢ "II'.

Using the 'rojected Unit Credst method of measusing costs and obligations, e acnarial sssessment for the
\uthoeity assessed the manimum nofmal snooal contribatton 1o be 13 % in the *Achsanal YValsaton as of
U1 Jusly 2005 for the purposes of esmblishing required contribution rates wwards the Public Service Pensinns
Fund’, This rate mcluded a 1% for the cost of all the benefits that are provided over and above those related
o the participant’s total account balance. In the 01 January 2017 actuardal valuntion of the Public Service
Pensions Plan for funding purposes, the Authoring's |'|':-|n':-!'|| emploper contribution mies bhave beei
eatablished ot 8.6% for DB pasticipants and 6.4%% for DC participants. The (4] January 2020 actuadial valugtion
if the Pubilic Service Pensions Plan for fanids tip parposes has been oo '“I'IE'H"'I |'|||I.| |-|= '|.|.|'I1n.-r|r'. 5 poes e
CiTh |1||.:-'|¢.r contibutions mies ane ENeC ted b e |] 5% e DB i r|;|r_1|1 inds i §.4%% for DO participants. Fovr
same employees i the defined benefit plan, the Authagn piys I:-c_.l"_ the employer and employes conrrbutions
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st Elmpsvneratt Besefits fmntncd]

10 Peoton Planys fombemgal)

Ihe Plans are funded ar mares ol

3 Drecemlser M Decembsir

M2 HHa

Defimed Contmbunon Phaos L L
Employee [ 5
Emplojer G4 fud
Drefined Benefit Plans b L
Employes i i)
Employer 115 B

Lhe Actuary to the Pensions Board has valued the Fund as at 31 December 202 The defined contnbuton
part of the Fund iz not subject to acnoasial valuation die to the nature of the benefits E'-rr-'.'l-ﬂr-::l therein

The wotal amount secognised 25 a pension expense for the penod ended 31 December 2000 was §3,863k (31
December 2019 §1,438k). The actual smount of pension expense relating to the defined benefits for staft
should also include the etfect of any changes i the actuanal determined hability. Pension expense is the expense
under TAS 19, melusive of service cost, amoctisations and net mterest. Current semvice cost represents the
pension cost to the Authornty associated with the fnancial year benefit accruals and is net of any participant

conirbutions.

il Diecember 3l December

2020 ]

S000 S0

Publc Service Penson Board Defmed Benetu 3400 218
Pubhbe Service Pensaon Board Diefined Contribution Tl S0
Pubhbe Service Pensaon Board Addisoml eost comtribubon 53 {0
Provate Pensson Plans 3 204
Diefined Benefit Pemsion cost {2t 113
l'otal Pension Expense Al Plans 2085 1,281
Remessurement of DB Liahilty i OC] 1.778 157
Toal Pensicn | Kpensc 3 HA3 1438
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Pair-{mplovsseni Berptier fanifivued)

o) Lhaiiepd Beaehy Mo riew

The acnarmal pozitgn s a3 follows:

M Dreeember 31 Diecember 31 December 31 December

N b 208 N7

S0 L TLET] SO0 YL

Met Present Value of Fundad ¢ :'".';'.l:illll 1, 360 {12207 [HERY {11.t6™
Fair Valur of Plan Assers 13876 e 1 105 b1 056
Funded Stamus (2,484 (5T 213 dl11]
Bet Asset/{Labilsiy) {2 484) mT 213 {1113

3l Decembie il |:|'|'|,,-q:lll||¢_'|_

Componenis of defined benefit pension cost . 2020 2019
SOHH) m

Current service cos 365 3000
Inrerest expense on TR 387 415
Inseresr MecIme a6 ?-I.m ARSCTE rRHYY 424
Diefined benelnt cost meluded m Pé:L '-..:;; '_:-|.'_.-
Remensurements {recoprused in ather coamiprehensive come)

Effecr of -']".‘.l'lpll\."= 1 |||".|:|||¢|1.|;|E|:.. ARALITNPIEHITE :j-l_'!_. 47

Effecr aof ch aT ] Feare] A sALmpinns 307G -':-\." 58

Effecr af '\{l'\ll"'il'rll':' acljusnmeTis 523 LT

_Rl'-‘ll'.’l'l' ol AL ARsETE -:l_"\lli:':\,!||1!.r R TeEt acomie | A7 TI'_: 2187

| ofal fermcasiifesnerils wcluded op CHCL I,/ 78 157
Toal defined benefit cost |q_'-_':|i,_l|'_-.|'_'\q,'| irs P& and QOCT ¥ "2, |_—'II 443
I :|'|i!l||.-:,r! L cmrhystons 175)
Mrger |:'-:I|II.I-\.\.'|-I|.|I.I|U-| s up -
ol net detmed benefit cost recogmsed in P&LL and O4CT ¥
Previows year net defined benetic habibin 5T 213y
[efinesd benefit cost inclhaded i PE&T 3463 28O
Total remeasurement mchaded 1n OC] 1. 778 157
Employer contributions (123} {173y
Met | mnster in (mchading the etfect of amy busaness

combinations, divestures ransfers) 4
Met defined benefir (assee)) labiling 2 484 5T
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Lot Empivpeent Benefity fromtinwed)

i

Dhefiwed Benelis Peaiton foontimmed)

Change in defined enefis penabon celaligr i o

1 3o himwee] e calahs i vy e el o f pEier yemr
L UEFCenl sorvn ool
lnEcrene ompiaise
Lmmnslers botworn § iher Pacnc fpritings emipbovees
Blerselst pravemonts feosit ki sase
Man PareCipant corngrrh ureeis
Rermansurermenes:
Fifect of changes of deme spragrhic A eons
Piffect of chomges of fnmmcial ASALATIT HO S
I ffect of expereren il jusnTenes

Uriefired bessefi obhhpaoon ac end of yeanr

Change in Fair value of plan assers

Farr value of |'l|:'|:'. asacts as at end of PEIGE Year
Imterest noome

Employer contrbutions

Plan parbcipant contributinns

Transfera berween Chhier Partis ipating emplovers
Benefit payments from plin asels

Orther SIgTlICAnt events

Inceease/ (Decrease} due w effect of any business combinanons/

dmvestibares)

transters
Rem chpuremmedns:
Remen on assets {exchuding mterest income)

Faar valoe of plan assets at end of year

51 1Fecesnbar
S}

31 Decermbor

2019

b 1N SUH M
e 5 ] LER T e
G5 31
ARHT 415

- (5341)

233 (R0
HE H
(344 (47T
3,076 24548
Pl ] [Ty
ll:ui.!--::-ll 1 :‘.._.-:'-':‘

31 Deermiber

51 Diecemn b

e Hno
{0 L]
12,235 10085
389 429
123 173
88 E3
(530
23 (202
(409
1.473 *RE.1)
13 57 12 235

Compaosition of Plan Assets

The COMPHOE TN of the toeml |}|;|II q55els |:|_|u_||_|g\.:l|.| h:.' rh.'-\- PSIPE. & at 31 Decembser 2020 and 11 Decembier
2019, was as follows:

3] Decembier 11 Drecember

20 iy L

Yo '_-

Calobal equiry seeuriics g2 70
Light secunnes | 1]
[ ash |
|ewtal oD 11
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Defimed Bewady Pengnn fnntomred

Actuarial Assuinplions

The prncipal actuanal assumpbions wsed o detemuine beneft obligations o 31 December 2020 and 31
December 20019 are as follows

31 Decembior 31 Deconber
I EIRL L
[ TR

Effecrnve discounr sate for defirmes] bomefi
ol 260 3.50
Ratw of salary increpse 250 & &)
Prices imFlahcyn ram 2 (M1 2K
Hate o PHOTEEH B ITHCTCR R 2 W1 2 W

I'he economic asswmpnions wsed w determime Met Penodse Benefit Cost for the period ended 31 Decembet
N Aand 31 December 2009 are ns folkows:

31 Decembes 51 L¥ecemler
e =l ] . 2019
o L

A et v eragee ARSI VM FES 103 ol et e

clofined beaw fir ool

L fFescrivee disceonant rate for defined bencfi crblipanicm 5.5 A 5B
Edleste mite for met merest oorst 3,15 420
Fffectse discosant pate For services cosst 3,460 .55
E ffecrive mate for interost on STV ECD =T L T 4.4
Hoate o3d =alary mmereis=e = A B0

Uner Assumpiions

Mortality — Standan] U5 moctality rates.

Retirement .l'.l_-|:' — BATAIINRETE 3l age 5T adwd an least 10 yeirs of secvice
Asser Valwanon ~Fair (Market) YValue

11 Lievombae 3l December
2020 ¥ 0
S000 Sk
F:l"'llﬂ]l|l.-'|T:|.' |Il|.:|.|:..'l“l‘-i o defined beneFit Tl.pnu'il:pn nhl_i_g;l Lo
L Fiscoinil rate
Dhescounn care - 25 basis poins 17 574 13027
Dascor pare + 258 hasd [riviniEs 15421 11,610
lnflaricen rates
Inflamcsn eare - 25 |.-.|:-|i:-|'||- AL 1 5 522 11,710
Inflanon rate 4+ 25 hasis podnrs 17,257 12,014
ormley ranes
:"-|-.-I'.ﬁir!.‘ 1 0% of cugrenr rares 13, B0 2 605

Bl armahity 0% of curren: fares 15028 12008

Expeced ¢ash owe for following vear

Fxpaecie -:'||1'|1:-".:.|;'r aninbuasons 1 £ Iie

I ¥=free! b fie o hlsabon by PArTCIpAnt sk

AEves 12 200 B,956
Vieated delerreds 4.1%1 T
Teneml 1. 34500 12 202

Pot-Doamgulrimweny’ Bemefly immiime)
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¢ Detined Bewetit el I

Ihe Authomty has established a Post-retirement Healtheare program for some employees/retirees whe
are/ were members of the PAPE Defined Benefits Pension plan. This group included some emplovess who
were transfereed to the Authonty from core Cayman Island Government fCIG) wpon the creation of the
i LI.[I.'In.:Il'][!-. The matention ams that the staff members translfereed to the Authody will not be worse off after the
itransfer in terms of the 1.'||||:'.-||:-1'n.-' benehts ey S0 ed as L1:|'.|1'.'||:.'ve'|.':1 ur'ﬂ-.;- I:':'I['i.

This action (accepting responsthility to provide the same healtheare benefits enjoved by CIG employees for the
iransferved emplovees and other long-serving employees who are members of the PSPB Defined Bencfit ||:;||;|_:.
creates a vakic -:':-:'|1|.'r.l.'||i-'r|'. on the part ol these 1.'I||F'\-|l.:-1'|.'r.'~.- amd therefore results in a constructve -i.l|'.'l.|.h__r_"J.Iil::-11 1
the .'I.'-I.l|:ll.:-rt|_'-'. 1.:-::-|1.-\.u'.]|,|:-|'|'.:_|.'_ for these -:‘:|'|'||'l]l'|'|1.'l.s. the Authonty |'|rn1.1-r|n,'n for a poat-retifement healthcare
obligation plan identical to the C1G (which is in accordance with pamgraph 18(2) of Sehedule 1 of the Personnel
Regulations (2019 Revision|). Under this plan, the premiums for this healtheare coverage would be paid for by
the Autharity for all eligible employees, wogether with their spouses (uniil the end of their lives) and dependent

children {untul the end of their ehgbidity as a dependent child). To be "I'lf"hl':' the Authority would have been
the !.'I'I'IP|I'!-'I-I.'|!" ] |'l'1|1’|]'.lﬁ {“I'|'||'l|l‘:-1 er for 10 consecative EArS ;:lnu_l alen renee i servace wath the I|.|.|||-.|:-r|||I

This coverage falls within the definition of a defined benefit as defined by IFRS and as swch represents & future
liability of the Authority. The Authonty is therefore required to use the actuarial valuation method o deteemine
the present value of irs healtheare benefit oblipations and the related current service costs for its future
:'\-|l=i'l.|||.|l'.'i..||| fetirees. LTAS 19 rodjures that the i'.l.|:||_|{'|_| of unthunded 1:.|'I-;[ 1_'|:|||::.||:.|| e |5.¢:|-||_-|'-| s Ty hl.' rl."‘{'l'“f'l'lihl.'\i..l in
the statermnent of Bmancaal posinon (in the case of ner defined lishility ar asset) and the staement of
comprehensive income (for the annual expense)

The Authorty ohmined the services of Mercer Actuaries of Canada 1o provide actuarial valuanon service. The
report of their valuaton and the details of the valuation method and assumptions used are presented hereunder
m accoddanes with TAS 15

The Authority has a present value net defined healtheare benefit obligation of $11,293k at the end of the
financial year 31 December 2020 (31 December 2019: $10,102k).

31 December 31 December

Change in defined benefit healtheare obligation HiZ0) 219

SO00 LI

Drefined bhenefir oblipaden at end of prior vear 10,102 £, 095

I uUErenl seeviee ool 537 4

Interest expense 158 3

Cazhiflowrs - Benefite [eodn & :1]1|r_||.|_';|; (12} ! ;._.
Remeasurcrmenis:-

Effect of changes of "I"“""'H"“'Phi"- AsEUT Ao NS (2,145) IFLET

Effect of changes of finnncal asswmpticns 2350 1,782

I '!I:-I:"'l.'llll.r:.|:-r1|.r|||4.- H-c||||l1I||||-l1I'\1 14 (LT

Diefimed benefit obligation ar end of vear 11,2405 101,102
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Pogi: Bty i oy

Ll Bewaly Hegdtbane fomtingd]

M Drecember 31 Drecember
Components of defined benefit healtheare cost e I] MY
SO SO0
CUErEnL service cost 637 {77
Interest expense on VRO 334 514
Interest income on plin asess
Diefined benefit cost mchuded i P& o7s FE] | o
Hemeasurements (recogmised i ot comprehensve coime)
Ebfect of changes in demographic sssumpoons 2. 145) 1,056
Effect of changes in financial S LT [MIOE S 2359 1,782
Effect of experience sljusmeinis 14 (447
Total temeasurements mchuded @O0 224 2,301
Total detered benefit cost recopnised i P&L and O o 1.203 = 1122
31 Diecember 31 Drecember
Reconciliation of defined benefit healibeare liahility 2020 Hi1G
SOHH T
Met defined benefit Babihi 1,112 505
Diefimed benefit cost included in P&l 7R 731
Tl remmeasurement icluded o Rl T2H 2301
Lash Flows - Emplover dicect benefit payments 12 (13]
Nes defmed benefit liakbily 11,293 10,102
Defined benefir obligaton sl 11283 1 '.|'-'3.
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Pt Bt el (o

Dhefined Bemetet Healthowre foantinygedi

Actuarial Assumplions

The principal achuarial sssempuions used to determine benefit abligations ar 31 December 2020 and 31

Lrecember 2000% are as follows

¥ Decembe:

Weiphted-average ASSUNMPIONG [0 determitne defied boneta -nhlip:_:.r:. "l
Effecinee discount Bawe for -q] |_'|'i1'||_ﬂ 1_|;,'_"_-q: i ||:;_'|'|_i1-_|r -.'_:-:||'|
Heslthcare cost I|':;:'.-:| TaAIEs
lmrmecliane ivem] raes

[ hirmare eeend rare

Weiphred-aver LI AREIIPEONS Lo derermuine defmwsd bepelst coat
Effecwmve Discoiint Bare (o deline] benelit « |'|||i|._l\_'.-\,:;-|||
Fffectnee tate for fiet malescsl sl
E |.||_-c i :||~|| TR SR r-lll SETYVIECE Eoaag
Effecmve rane for inlefeit on service oosl
Healthcare cost wead vares
Imrnediate tremd rapes

L Hrinate drened iaic

1-|-i|l

160

1.7

1658

5.0

5.0

il Dicccmber

il Diecembes

31 Decemibet

2020 Sl
=0 S{WI0
Sensitivity analysis
Change in delined benefit oblgabon
Eifective discount mates - 25 basis points Fa (134
Hffective discount rates + 25 basis poimnes [BBT) (a2
Healtheare cost trend rates - 100 basis points (2441} (2.085)
Healheare cost trend raves + 100 basis points 3 248 2756
Mormhty assumpoon + 10% st L 431
Expected cash flows for following year
Expected emplover contribunons 41
Expecred mal bencfit payments
Year 1 41
Year 2 44
Yeatr 3 i
Yeat 4 T2
Year 5 Hu
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W Lease of premises

—_—
cAcvommmieion
[he Authoriy has the followang:
L. Oiffice Accommodamion Leases with Cayman Islands Government effective 1 July 2001 on 1 year-fo-
vear bease at an annoal cost of CIETk and Common Area Maintenance MCAMs™) of CIS205k
T, Oifice Accommodation Lesser with Cricket Squace Lid effective 1 June 2009 for ten (10) vears af
cost per squade [oon of TA§46.80 for rent; :
fax. Office Accommodaiion Leases wich Cncke .‘;l.ll_l;“':; [ heee Lod, effecave 1 }5-;,1;|||_'||:|_||_': MY for ten 1

vears At & oost per sgquate [oon of USS41.60 for rent

v, An agreement with Cricket Square Three Lad. In Movember 2020, o fi-out an addisonal Approximate
£,336.90 sf. The wem, rent and maintenance cost to be consistent with the existing Head Lease for
SIX: amd

i stompe Agreement with Rossean Lid, At a moathly eost of CI36.7k cont and CI806E CAMs effective
| June 2019, :

Prsawess Contenaty Isares
i o part of its Business Continuity Plan the Auwthonty bas the fellowing agreements

& An spreement with the DR (Cayman 1sbads) Lanited for dedicated suite effective 1 Seprember 308
for 4 peniod of Ove vears at o monthly cost of USH6.6k; and
H. Ay spreernent with the Brac Informancs Centre effectve 1 ".r-nl WD ar a eaoathly cosr af CI86.9k

foir a frve-vear |'||'."I||||.

The Aght-of-use agser and the lease halality are reflected in the financaal starements as folloos

B i

2} 2019
BN L0000
Balance ar 1 Jamuary [Tk 1 A0
il el 3738
[ Reprrcaaatsn chaspe for the yenr (1. 632 AT
Flaldssce ar 31 Degean ber 11,1146 103
Lssure denleoir)
2120 20%
B0 SN0
Balamoe at 1 Jamuanry (LERET 163 Dl
Addinions 2 T35
Interest Expense 185 1600
Lease PAFINENES _LI_H‘_.:'_HJ C1 0%
Balance at 31 Deosm ber 11,248 10 CREafy
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Ll gasiuiter qf 37 ecerplar 2000 gre pavaind g Sl

Fuhere muamirminem *resent value of

lease payinents mminttnum lease

(el iscounred ) lniteresn payinents

SN SN} SO0

Less than one =l 1 B7T (352) 1.525
Berw een ome and tw o yeats 1. 7158 (306 | T
More ithan rero vears Q425 M1 a1 A, 354
15017 {1.719) 11,298

i et in i Silomat of ¢ aininduniios I

200201 2012

E0HHD FHH)

| T {FACTIANICN & II'rl_|.l_||I-| sl-nimg A==l ] __I'I 32 LT
Interest on lease habahipes 385 14300
2,017 1,097

The raml cash ocutflows for keases in 202 was %1 808k (2019; $2052k).

1. Related F:.rr!,' Tranzactinns

ol

@l Sendies Propaded to fhe (v |..'Jg|.-r' {apermpeet

The Authonty acts as the Government's custodian of the Cayman 1slands currency a5 well as collector of license
and ather tees (these fees do not fosm a part of the Authetity™ revenue) and the regulator and supervisor of

the Bnaneial services business.

Ce of the Authority's main sources of revenue i from the services proveded to the Cayman Islnds
Crovernment, which s wzed to cover the Authariry’s recurrent expendifure. Commencing in the year ended 30
June 2007 the Awthority’s capital expenditure was funded from the Capital Expenditures Reserve, which was
crigted from an allocaton aof the '.|.|r|'.-'|||~. for the vear ended 30 ||_|n{' 2006; prev |-:'||,|$|. |:'1"||'r.5|| ﬂmcnr_lmln_ s
funded |1:. means af a Government grant, At the end of each financal year, the Authonty contributes to the
Government's net operating surphus after fulfilling Reserve requirements.

b Do

The Board of Directors of the Authorty s appointed by Cabiner and consisted of the Managing Director
CALY) and s directoos as at 31 December 2020 (une dipectors at 31 December 201%), The bees of $160k
2N % 5175k) relates to payments made to the directoss cnly.

il blll 1_| I P !-?-'r'.'"f-!!r'

Far the purposes of LAS 24 dizelosure the MDD 15 included in the number and cost of thee Senwor :".1.'.|1:|Hrmr1:|r
Team. The total number of personnel on the Senior Management Team was 21 in the corrent period (2009 20)
and salades & other benefits expensed in 2020 was $3833k (201%; $3,357k)
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For the year ended 31 December 2020

Belated Party Tnanraefions fmetinme]

al  Serpier Drmeided iy Cropermemsnt il
The Authorly olstained various goods and sevices from other de partseits/entities of the ayrrenn [elanics

Covermment, at prevailing market prices on an anm '8 lengrh basiz, in the oorrent pericd i tse amcount of $416k
(2079: 54346,

1L Uhher Operating Expenses
—

—

Y1 Decembrer i Dok

bl ] 20019

LAY SO0

Clther expenses 1 607 1,432
blawenance and sofrerare boences 174 1,061
Currency Sock issues and related expenses H22 i
eilerchamt Dscounms 247 it
[rirectorm Foe 146501 1 75
r'-"“”.!.'.,'.""'\u.-ll Rl |::|.|:-I|"\.|.5. Fea= Al "o
Busmess Condmiiny 3% i3
T'ovinl 1-_? '|_r.':\. .

13, Balatics and Bencfits
—

i Decimber H Decermnbe

2020 29

SO0 §000

Salarses and Allowanoes M7 XD 17,148

Medwal Expense ], 1 A
DB Healtheare Experse U706 Tla

23 G 155 10

Remeasurement of 138 Heahheare linbilisy in QCT 238 2 501
73837 22161

4. Accommodation

—
As af 3 Decembser 2020, toial acoommesdanion expense ine |'-":|---E conference foom aid parking was 5162k
(019 S1.064%).

II'I P under IFRS 16 the Anthe by elecred mol to TECOFIIsSE REsels and I Itabihinies Eof leases wath a bease TR
of 12 months or less, Ineluded in tee accommsdanon expense was 5964k for the Authoniy's month to moath
agrecment with Montpelier '_’r--|1-:ni|.':- Led. This agreensent was determined to be a shom-term bease and ended

i 2019,
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15. Contingent Liabilities
- s e —_———= —

Mpcfrion 7 ol 1 he Pt ot <o fobe ‘P

Section 47 of the PAA came intoe effect on 1 June 2019, The sectian requeres public authorties to use the same
salary scale as determined by Cahinet and requines the remunemtion of employees of a public authaority to be
sdiusted 0 reduce any differences beraeen the public authorites” and public service’s sabary prades

The Cayman lslands Government's Portfolio of the Civil Services had not comgpleted its evaluation of the
Authonry's salary prade versus thar of the public service. As such, management eould not adiust for the Empact
of section 47 of the PAA in these financial statements, Managemenn is also unable to derive an estinate of the
potential impact of the evaluation on its financial statements and as such, no resultant provisions have been
made in these financial statements

6, COVID-19 Pandemic Update

{n 30 .'|.-.||::.1r_'.' 2020 the Wordd Health Ohepanization declared the 2009 coronavinus disease outheeak
("COVI-19") as a public health emerpency of intemational conceen, As part of the sanitary measures that
lnve been .'I-::|||F-h;'.;': tr fa oo this BUMEATRON, they i:'.l".|1|.|f.'. AMmong -:|1:'|:-I'=, the reatricton ol movement r'.[' |.1{“I'=-'."'|L"
and the dosing of borders, which significantly affected economic activity and markets in general

On 22 March 2020, the Cayman Islainds Government closed the air and sea port borders of the Cayman
Istands to non-essental travel The global and local measures pur in place 1o conmin the spread of COVID-
1% eaused some disruptions to business and economue acovity, The Cavman Islinds Government has
implemented the COVID-19 vaccmation progeam for all residence on the islands.

At the date of pubbcation of the financal statements, it 18 not possible o fully measure the finaneial,
economic, and operational effects on the Authosity as a result of this contmnuing health crsis at this mme

17. Subsequent evenis
_ =S —— e —

Berween 1 January 3021 and the date of issuance of these fnancial statements, there have been no othes
subsequent events that would materially affect these financal starements.
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SCRUTINY BY PARLIAMENT

Enactment of Legislation

CIMA plays a central role in the fight against money
laundering and terrorism financing. As part of its
mandate, CIMA continues to monitor issues which
have an impact, or potential impact, on the
jurisdiction. Amongst the measures taken are the
enactment of appropriate legislation and internal
regulatory reforms. During the 2020 reporting
period, several legislative documents were tabled in
Parliament, most of which related to anti-money
laundering and financial terrorism procedures.

These include:

e Banks and Trust Companies Act (2020
Revision)
e Private Trust Companies Regulations (2020

Freedom of Information

Revision)

Building Societies Act (2020 Revision)
Companies Act (2020 Revision)
Cooperative Societies Act (2020 Revision)

Freedom of Information Act (2020 Revision)
Monetary Authority Act (2020 Revision)
Money Services Act (2020 Revision)

Money Services Businesses Regulations (2020
Revision)

Mutual Funds Act (2020 Revision)

Proceeds of Crime Act (2020 Revision)
Anti-Money Laundering Regulations (2020
Revision)

Securities Investment Business Act (2020
Revision)

3tota| FOI requests
received and processed

The remaining requests were excluded from release on the
basis that the Freedom of Information Act excludes access
to records containing information that may not be
disclosed under Section 50 of the Monetary Authority
Act. All requests were responded to within 30 days.

2 denied as
information was
publicly available

0 granted full
acCcess

Complaints

Majority of the complaints were addressed and resolved or
closed due to non-response from complainant for
additional information.

The complaints received against licenses and registrants
were across several sectors, namely banking, investments
(mutual funds), insurance and securities. The nature of
such complaints ranged from lack of or untimely receipt of
information from the licensee or registrant, fund
redemption issues, disagreement over balances or
charges, and dissatisfaction with the ways account and or

funds were being handled including possible
misconduct or fraud. Of the 83 complaints
against licensees, matters, 37 remained
open pending further information from the
complainant or internal CIMA discussion and
or decision.

85 total complaints
received

83 against

licensees
and/or
registrants

2 against the
Authority
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GOVERNMENT COMMITMENT AND FUTURE OBJECTIVES

Cross Government Commitment and Advisory

The Monetary Authority Act (the “MAA”) requires
CIMA to advise the Government on monetary,
regulatory and cooperative matters. This includes
providing advice as to whether CIMA’s functions are
consistent with those discharged by overseas
regulators; whether the regulatory legislation is
consistent with those of other countries and
territories; and advising on the recommendations of
international organisations.

This MAA also requires CIMA to consult with the
local private sector on the proposed issuance or
amendment of rules or statements of principle or
guidance concerning the conduct of licensees and
their officers and employees; statements of
guidance concerning the requirements of the
money laundering regulations; and rules or
statements of principle or guidance to reduce the
risk of financial services business being used for
money laundering or other criminal purposes.

Future Objectives and Outlook

To support our updated mission and vision
statements, and in line with our 2020 - 2023
Strategic Plan, an agenda for change was developed
to address the key areas for management and CIMA
staff to undertake. To drive the required changes
over the next three years, four strategic objectives
were identified. These are:

1. Strengthen our capacity and capabilities for the
successful delivery of our principal functions;

2. Enhance the regulatory response to innovations
in business models and technologies;

3. Reform and retool operational structures and
supervisory approaches to better implement a
risk-based approach; and

4. Develop and implement a renewed framework
for effective stakeholder engagement.

An annual operational plan will also be developed
based upon an assessment of each initiative against
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Through its involvement with overseas regulatory
authorities, participation in local and international
forums, and interaction and consultation with local
and overseas market participants, CIMA is able to
stay abreast of developments relevant to the local
financial services sector, and the concerns of the
industry, and to advise the Government based on
the information gathered. CIMA also carries out its
own research and assessment, including cost-
benefit analyses of all new regulatory measures it
proposes, and makes recommendations to the
Government accordingly. Advice to the Government
is provided through meetings, participation in
various Government groups and through written
reports and submissions, including financial sector
legislative proposals (draft bills and regulations)
and Cabinet papers.

The measures implemented or in development are
covered in the Regulatory Developments section on
page 43.

the following criteria to ensure that they are
appropriate and achievable:

e strategic fit

e potential impact

e time to implement

e total cost to implement

e implementation capacity

e risks to implementation

e depth and breadth of change

A final list of initiatives will form the “change
agenda” component of our annual operational
plans, which will be monitored on a monthly,
quarterly and annual basis at various levels of
management to ensure the degree to which each
initiative is on time, on budget and within scope.



Key Contacts

Anti-Money Laundering
ContactAMLCFT@cima.ky

Banking
ContactBanking@cima.ky

Careers
Jobs_PF@cima.ky

Coins and Notes
ContactCurrency@cima.ky

Cooperative and Building Societies
ContactBanking@cima.ky

Corporate Service Providers
ContactFiduciary@cima.ky

Fees
FeesCorrespondence@cima.ky

Freedom of Information
FOI@cima.ky

Insurance
ContactInsurance@cima.ky

Investments
ContactInvestments@cima.ky

Money Services Business
ContactBanking@cima.ky

Trusts
ContactFiduciary@cima.ky

Securities
ContactSecurities@cima.ky

SIX, Cricket Square
George Town

PO Box 10052
Grand Cayman KY1-1001
Cayman Islands

Tel: 345-949-7089
Website: www.cima.ky



